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In order to accomplish the transformation from the public
switched telephone network, RBOCs will acquire fiber optic
transmission systems, transmission-level multiplexing gear, and
digital cross connect systems at an increasing rate. They also
must 1install centralized digital network installation, test and
maintenance systems in order to ensure reliable operation and,
importantly, to permit them to pare down their inflated labor
costs.

Recently adopted standards in Phases I and II of the
Synchronous Optical Network (SONET) will free the RBOCs to
implement multi-vendor solutions to their network upgrades. This
will create opportunities and inevitably, increased price
competition, among vendors targeting the RBOCs.

SONET standards, which will ultimately permit aggregating
signals into the multi-gigabit range, have been adopted with
unusual promptness. This 1is an indication of increased user
influence 1in the standards-setting process, and a signal to
vendors that wusers will 1insist on conformance to standards
including those for DS3, FT1l and frame relay in their equipment
purchases.

The RBOCs must undertake this digital transformation or
risk additional losses of large corporate customers to private
networks and bypass vendors. In order to accelerate the return on
this enormous investment, however, they must develop and market
high bandwidth applications in the business and residential
markets. Most of the RBOCs have established consulting/systems

integration arms to help business customers utilize
telecommunications services more effectively. The residential
market has so far proven relatively wuninterested in digital
services such as call forwarding, conference <calling and

automatic number identification. The RBOCs hope to be permitted
eventually to supply video entertainment, security, and energy
management services to homes, a regulatory step which could
potentially Jjustify the costs of fiber-to-the-home or fiber-to-
the-curb in the local loop.

The generation of profits for public network service
providers has shifted from increasing the total number of
installed lines to 1increasing the bandwidth capacity and
utilization of existing installed lines.

The digital transformation of the public network will be
expensive, but it will permit significant cost-saving labor
reductions by the RBOCs and create potential new revenue streams
from ISDN-related services.

User influence on standards-setting 1is growing; it is
evident 1in recently adopted SONET specifications and frame relay
standards. Conformance to DS3, FT1l, and SONET standards will be
critical to successful vendor strategy in the 1990s.

Adoption of SONET and fiber termination (mid-span meet)
compatibility standards means that the RBOCs will no longer need
to commit to single vendor solutions. This will create
opportunities and 1inevitable price competition among vendors
targeting the RBOCs.

DESCRIPTORS: Public networks; Standards; Bell operating companies
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Switching equipment
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