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•
The report jointly published by Telecom Pragmatics and BIA Financial Network, Verizon’s Charging Forward with FTTP, indicates just how hard it is to overemphasize the very unusual determination of Verizon to be extremely quick in the execution of its plans to deploy FTTP infrastructure. This unprecedented development is in stark contrast to the RBOC’s past announcements about broadband where it just primarily gave lip service to such projects.  One of the biggest reasons for its intense speed is to respond to the threat by the new AT&T, which is hitting Verizon where it truly lives – going after the all-important, enterprise customers in Washington, D.C., Manhattan, Boston, etc.  In short, the biggest threat to Verizon is AT&T by far, and not the CATV companies.

•
We believe that there has been way too much emphasis in the industry on Verizon losing lines to the CATV firms anyway.  While the cable companies have started to make some inroads with telephony services, they have been quite selective in their attacks and a big push in rolling out voice products has not occurred yet.  Certainly, they have not been the recipients of most of the lines lost by the RBOCs (in fact, there appears to be quite a disparity) and more importantly, these ILECs are not hurting as much as the conventional wisdom would suggest.  For example, a good number of the losses have been for second lines.  Many of those same customers have bought DSL or a cell phone to replace the “teenager’s line.”  

•
Historically, there has been a gradual penetration by the two large RBOCs into each other’s backyards that was especially based on regulatory allowances.  Going way back, the original Bell Atlantic enjoyed tremendous success in the mid-west by offering its own Yellow Page product.  After getting its feet wet with the directories in SBC’s neck of the woods, Verizon eventually grabbed huge chunks of SBC’s long-distance business (in particular, for enterprise customers) especially up and around the Chicago area.  (Surprisingly, if one asks a typical subscriber in Chicago about his favorite service provider, Verizon will be one of the lead companies mentioned.)  The east coast-based RBOC built its own network in that city, which became one of the big targets for the Verizon’s cellular company when it started off.   On the other side of the coin, when Verizon merged with GTE, the first move SBC made in response was to buy SNET – a sizable piece of property right in the middle of Verizon’s territory.  Being very close to Manhattan, SBC used SNET as a base to provide services in and out of that New York borough.   

•
However, these prior incursions will pale in comparison to the future battles between these two giant telcos.   The gauntlet has been thrown down and all-out war between the two RBOCs is inevitable. Even before Verizon completes its FTTP network in its own region, it has no choice but to attack SBC (mostly with MCI existing assets) in Los Angeles, San Francisco, Dallas, and other major cities.  As the case with SBC in Verizon’s region, Verizon cannot afford to let the enterprise business fall to its archrival.  

Periodically, Telecom Pragmatics will be publicly releasing to the industry short bullet-point summaries of its latest observations and assessments of various sectors of the telecom space.  We are prepared to discuss these viewpoints in much greater detail.  To arrange for a consult, please contact us at 615-460-7470.
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