GRAINS

' NEW YORK BUSINESS

collect 10¢

of fear

June 11-17, 2001 Price: $2.50

Long-distance
price-slashing
put on hold

As competitors,
profits dwindle,
phone companies
switch strategies

BY TOM FREDRICKSON

The grear long-running sale on
long-distance phone service has
ceased. After years of slashing and
reslashing their prices on long-dis-
tance phone service for businesses,
telecom companies have put away
their paring knives.
ample, telecom consultant
Robert Weinger was
pleased that he was able
to help Manhattan-based
benefits consulting firm
Geller & Wind Ltd. get
another great deal. The
firm cut the price of its
long-distance service to 4.9 cents a
minute, 53% less than the rate un-
der its previous, 2-year-old contract.

This year, though, those once
common price cuts have stopped
dead. In negotiating phone service
for the local arm of an Argentinian
bank recently, the consultant got a
big surprise.

“Rates have come down tremen-

dously if you look at any given year
over the past five years,” says Mr.
Weinger, president of Ronkonko-
ma, L.I.-based Communication
Research Consultants Inc. “But in
the past six to eight months, they
haven't budged.”

In an industry where intense
competition and tit-for-tat price
cuts have driven long-distance
rates for business customers down
by more than 50% in the last three
years alone—to between 3 cents
and 5 cents on average—that is a
huge change.

Industry experts attribute the
sudden flattening in rates
to two factors. They note
that phone companies’
margins on long-distance
service are now minimal
or even negative in some
cases.

They also point out
that competitive pres-
sures are ebbing as more and more
phone companies trade the bruis-
ing bustle of the marketplace for
the quiet seclusion of bankruptcy
court. Some industry sources even
suggest this may only be a pause
before prices start climbing.

“We have been seeing the trend
of firming prices for almost a
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month,” says Kevin Calabrese, an
analyst with Arnhold & S. Bleich-
roeder Inc. “We are hopeful of see-
ing price increases as some of the
competitors get out of the business.”
The truce could yet prove to be
fragile, however. Verizon Commu-
nications Inc., as the newest and
richest entrant into the long-dis-
tance market in New York, certain-
ly has the financial muscle and the
means to offer lower prices to gain
market share.

Looming threat

After all, Verizon can add long-
distance to the local services it al-
ready offers a customer for little
additional expense, because it has
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