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Moving Up or Moving Out 
It’s Decision Time for UNE-P Players 
By Craig M. Clausen and Gregory Mycio

AFTER YEARS OF CONTINUOUS legal salvos, the UNE-P debate is over. Many UNE-P contracts 
will revert to higherpriced total resale rate plans as of March 11, the final date set by the FCC for the 
yearlong phaseout of the wholesale offer (see related story on Page 41). Anticipating this change, 
UNE-P resellers will be either working under new wholesale agreements with the incumbents, serving 
their customers from their own or another CLEC’s facilities, merging with a Bell company, or lying 
dead in the water. While a majority will continue to resell local services in some form or another, for 
others, deploying facilities will be pivotal to their future success.

UNE-P enabled nascent competitive carriers to get into the local game while avoiding the higher costs 
of purchasing facilities. This resulted in a crop of competitors serving both business and residential 
users. As the chart at the right illustrates, the number of UNE-P lines grew at an eye-popping clip from 
489,000 in 1999 to more than 16.6 million in 2003. UNE-P lines represented approximately one-third 
of total access lines served by competitive providers by the end of 2002.

While UNE-P provided CLECs a very inexpensive, low-risk way of getting into the local game, it 
offered little incentive to leave it. Even the largest players were prey to its lure. Around the turn of the 
millennium, providers such as the old AT&T Corp. and MCI Inc., which had the most extensive 
infrastructures of all the CLEC-certified carriers, began shifting resources into UNE-P and away from 
further network development. Many other carriers utilizing UNE-P took the same course.

 

Click to Enlarge

When it became clear in early 2005 that UNE-P was going 
away, most were caught off-guard. CLECs like ITC^DeltaCom 
and MczLeodUSA Inc. that provisioned both through UNE-P 
and their own facilities were able to migrate customers onto 
UNE-L and their own switches, but CLECs using only UNE-P 
have had to start from scratch.

Fortunately, IP-based switches have matured and offer 
competitors a cost-effective method to get their customers 
onto their own facilities.

MetaSwitch, for instance, has been migrating 20 players, 
representing 2.5 million subscriber lines, with its Class 4/5 platform. Other vendors including BroadSoft 
Inc. and Sylantro Systems Corp. are doing the same. Sylantro, for example, worked with UNE-P 
provider STS Telecom in 2004 and 2005 to transition from resale to VoIP facilities.

And in a different twist, softswitchbased operator i3 Networks is enabling resellers to serve customers 
through what the company calls “fractional switch ownership.” Under this program, customers buy an 
“interest” in a number of switch ports from i3 and pay an initiation fee and a pro-rated portion of 
monthly network costs based on the customer’s usage. The company says it is working with 12 
CLECs on UNE-P transition projects.
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On the access and transport side, new alternatives continue to surface at a rapid pace. These include 
CLEC wireline and wireless fare.

While fixed wireless carriers did not do well as CLECs, the second generation of fixed wireless 
providers are focusing on providing wholesale services and, in part, addressing competitive 
carriers’ (including UNE-P carriers) access and transport needs.

Analysis of today’s remaining UNEP- based carriers shows a variety of migration models in play as 
each embarks on the road to being facilitiesbased. Table 1 on Page 26 identifies a sampling of UNE-P 
based carriers and how they have been coping with the end of UNE-P.

Service akin to UNE-P is being continued through the new agreements negotiated with Bell wholesale 
units. Both Trinsic Inc. (formerly Z-Tel) and Talk America Holdings Inc. have signed such agreements 
as a partial solution to their overall transitions away from UNE-P.
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Trinsic’s agreement with AT&T Inc. (then SBC 
Communications Inc.) provides it with network elements 
through the Bell’s Local Wholesale Complete product. The 
2005 agreement gives Trinsic the same network elements that 
it received under the UNE-P regime through 2010. Trinsic’s 
similar agreement with Qwest Communications International 
Inc. runs through July 2008. The company also has an 
agreement in place with Verizon Communications Inc. These 
wholesale agreements increase the price the CLECs pay for 
network elements. According to New Paradigm Resources 
Group Inc.’s analysis, the monthly increase on average is just 
less than $5 per line.

Some UNE-P players are opting to form agreements with 
facilities-based competitors, which have offered up their 
networks as an alternative to Bell wholesale agreements. MetTel Inc. which signed wholesale 
agreements with all of the Bells in 2004 and 2005, also has been working with Broadvox to provision 
VoIP. Broadvox, which wholesales such services to more than 120 other carriers, offers service 
through its Telica (acquired by Lucent Technologies Inc.) softswitch and Sylantro application server 
platform. According to Vice President of carrier sales Gary Tabachnik, Broadvox has been helping 12 
carriers transition off UNE-P.

Still, other UNE-P players have opted to deploy fully their own facilities. According to NPRG research, 
Talk America had two Lucent 5ESS switches before acquiring Network Telephone, which had a single 
Lucent 5ESS switch, in late 2005. In addition, the carrier has been introducing IPbased softswitches 
from MetaSwitch into its network.

In addition to its continuing wholesale relationships with Bell companies, Trinsic started deploying IP-
based infrastructure in late 2004. The infrastructure, according to the company, is designed to 
provision services to both business and residential customers. Trinsic’s New York City rollout included 
a Cisco Systems Inc. BTS softswitch along with broadband loop concentrators. According to Andrew 
Graham, vice president, legal, Trinsic’s ongoing plan is to migrate customers onto its VoIP 
infrastructure where it is able.

Craig M. Clausen is COO and senior vice president; and Gregory Mycio is executive director at New 
Paradigm Resources Group Inc., a Chicago-based research and consulting firm. They can be reached 
at cclausen@nprg.com and gmycio@nprg.com, respectively, or by phone at +1 312 980 7848.
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AT&T Inc. www.att.com 
BroadSoft Inc. www.broadsoft.com 
Broadvox www.broadvox.net 
Cisco Systems Inc. www.cisco.com 
FCC www.fcc.gov 
i3 Networks www.i3net.us 
ITC^DeltaCom www.itcdeltacom.com 
Lucent Technologies www.lucent.com 
MCI Inc. www.mci.com 
McLeodUSA Inc. www.mcleodusa.com 
MetaSwitch www.metaswitch.com 
MetTel Inc. www.mettel.net 
New Paradigm Resources Group Inc. (NPRG) www.nprg.com 
Qwest Communications International Inc. www.qwest.com 
STS Telecom www.ststelecom.com 
Sylantro Systems Corp. www.sylantro.com 
Talk America Holdings Inc. www.talk.com 
Trinsic Inc. www.trinsic.com 
Verizon Communications Inc. www.verizon.com 
XO Communications Inc. www.xo.com
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