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WE REGUI.ATORS HAVE BEEN TOLD THAT OUR NATION ' S ABILITY TO I,{EET

THE ECONOMIC, SOCTAL AND PUBLIC POLICY CHALLENGES THAT WE F'ACE

DEPENDS, TN LARGE PART' UPON THE STRENGTH AND VIABTLITY OF ouR

TELECOMMT'NTCATIONS INDUSTRY .

MOREOVER, BECAUSE TELECOMMIJNICATTONS EQUIPMENT AND $ERVTCEg

coNsrrrur8 APPROXTMATELY 5t OF OttR GNp, WE ARE CAUTTONED THAT THE

TELEPHONE INDUSTRY PLAYS A SIGNIFICANT ROLE IN OUR COT'NTRIES

ECONOMIC WELL-BErNG.

INDUSTRY LOBBYTST ARGUE THAT THE EFFICIENT DISSEIT{INATION AND

I'IANIPULArION OF INFORMATION HAS BECOME CRITICAL TO THE HEALTH AND

COMPETTTIVENESS OF A!{ERTCA'S BUSTNESS SECTOR. CONGRESSI{8N HAVE

BEEN TOLD THAT IT IS OBVIOUS TO ALL THAT TELECOMIT{T'NTCATIONS AFFECTS

EVERY ASPECT OF BUSINESS OPERATIONS - II{ANUFACTURING, RETAILTNG AND

FTNANCIAL SERVICE. NEW BREAKTHROUGHS IN YOUR INDUSTRY ARE

REVOLUTIONIZING THE DESTGN AND MANUFACTI'RING OF PRODUCTS AND

SERVICES' PROVIDING NE!{ TOOLS FOR SALES AND I,IARKETING AND CHANGING

THE PI,ANNTNG AND MANAGEMENT SYSTEMS THAT SUPPoRT ToDAY's coRPoRATE

TNFRASIRUCTI'RE.

ACCORDTNG TO TNDUSTRY STATTSTTCS, THE AVERAGE AI,IERTCAN

CORPORATION SPENDS AT LEAST 1I OF ITS OPERATING BUDGET ON

DISSEIT{INATTNG AND MANIPULATING INFoRMATIoN. THIS DEGREE oF

col{l'tERcrAl ACTIVITY, !{E HAVE BEEN ToLD, REPRESENTS THE TARGET

MARKET FOR TELECOMMUNTCATIONS EQUIPMENT AND SERVICES TN THE WORLD,

ACCOI'NTTNG FOR APPROXTMATELY 30* OF THE FREE WORLD'S TOTAL

CONSUMPTION OR USAGE. rN 1988, THE U.S. MARKET FOR

TELEcoI'{MUNfcATIoNs EQUIPMENT AMoUNTED To NEARLv 930 BILLT9N, I{HILE

TELECOIi0{tJNICATfONS SERVTCES GENERATED APPROXIUATELY $raO BILLION



rN REVENUES. MOREOVER, ACCORDTNG TO THE U.S. INDUSTRIAL OUTLOOK,

DOMESTIC TELECOMMUNICATIONS SERVICES REVENUES ARE EXPECTED TO RISE

AT A COMPOI'ND ANNUAL GROWTH RATE OF 4.5t OVER THE NEXT FIVE YEARS

AND TOTAL INDUSTRY REVENUES IN 1990 ARE PROJECTED TO BE $175

BILLION FOR DOMESTIC SERVICES ALONE.

AS EXPI,AINED TO THE REGULATORS THESE PROJECTIONS ARE ONLY THE

IITIP OF THE TCEBERGII AND GIVEN THE APPROPRIATE LEGISI,ATIVE AND

REGULATORY RELIEF THE TELECOI'{MUNICATIONS INDUSTRY IN THIS COUNTRY

CAN COMPETE FOR THE BILLTONS OF DOLI.ARS ASSOCTATED WITH THE GROWTH

IN TNFORMATION TECHNOLOGY.

W8 HAVE BEEN CONSTANTLY RHI{INDED OF A $T. g BILLION TRADE

DEFTCIT rN TELECOI{I,II'NrCATrONS EQUTPMENT rN 1989. WE HAVE BEEN TOLD

REPEATEDLY By INDUSTRY LOBByIST, THAT U.S. IttpORTS OF

TELECOITIMUNTCATTONS EQUIPMENT FROM THE FAR EAST, HONG KONG, KOREA,

SINGAPORE AND TAIWAN, IN ADDITION TO JAPAN, CONTINUE TO DOI.{INATE

THE TRADE PICTT'R8. WE KNOW THOSE MEMBERS OF YO['R INDUSTRY THAT

TALK ABOUT REGUI,ATORY FLEXIBILITY AND DIVERSIFICATION

OPPORTT'NITIES. I{E HAVE ALL HAD THE OCCASION TO READ THE VARTOUS

ANNUAL REPORTS THAT ENTHUSTASTICALLY PROCI,AIM SUCCESSES IN REAL

ESTATE DEVELOPII{ENT, LEASING, FINANCIAL SERVICES AND BUSINESS

SUPPLIES.

WE HAVE ALL BEEN PRESENT AT CONGRESSTONAL HEARINGS WHERE WE

HAVE HEARD PROI{rSES OF NEW TECHNOLOGTES, NEW OPPORTI'NTTIES,

INTERNATTONAL COMPETITIVES, BETTER QUALTTY OF LIFE, EDUCATIONAL

ENTIANCEMENTS, ELIMINATTON OF POVERTY AND NEW JOB OPPORTT'NITTES.



BUT, I,ADIES AND GENTLEI,TEN, AT NO TII,IE AND AT NO PI,ACE BUT WHEN

r AU SURROI'NDED BY THOSE OF YOU IN THE TNDUSTRY WHO II{AKE-UP THE

SMALL TNDEPENDENTS DO I EVER HEAR THE WORDS - CUSTOMERS AND SERVICE

QUALITY

IN THE PAST TWO YEARS, T HAVE HAD THE OPPORTT'NTTY TO ADDRESS

THE TNDEPENDENT TELEPHONE COII{PANIES BOTH AT THE JANUARY, 1989

ANNUAL I{INTER !{EETTNG OF THE ORGANTZATION FOR THE PROTECTION AND

ADVANCEI,TENT OF SI{ALL TELEPHONE COMPANIES AND THE 1989 FALL

CONVENTION AND ANNUAL MEETING OF THE IOWA TELEPHONE ASSOCIATION.

r HAVE FOND MEI{ORTES OF BOTH OCCASIONS.

IN FACT, DURTNG My vrsrT wrTH YOUR rowA COLLEAGUEs, I wAs

rNvrrED TO Vrsrr A rrTYPrCALtt SMALL TELEPHONE COOPERATTVE rN PANORA,

rOWA. THAT VTSIT REINFORCED THE OFTEN-HEARD VIEW THAT SMALL

TELEPHONE COII{PANY OPERATIONS ARE SOME OF THE BEST IN THE COT'NTRY.

TO THAT END' YOUR INDUSTRY SHOULD BE CONGRATULATED ON ITS EFFORTS

TO ASSURE THAT THE CONCEPTS OF T'NIVERSAL SERVICE AND STATE-OF-THE-

ART TECHNOLOGIES ARE FOSTERED IN ALL AREAS OF THE COT'NTRY. IF
PANORA TS ANY TNDICATION, YOU ARE MAKING GREAT STRIDES IN ENSURING

THAT CONCERNS OF A IIHAVE AND HAVE NOTSII SOCIETY WITH RESPECT TO

TELECOMMT'NICATIONS SERVICES ARE NEVER REALIZED.

WHAT STRUCK ME MOST ABOUT THE Vrsrr ro pANoRA, HOWEVER, t{AS

THE OVERWHELMTNG COMIT{ITMENT TO THE CUSTOIT{ER. AS YOU MAY BE AWARE,

I LTVE HERE IN WASHTNGTON AND I DOUBT WHETHER ANYONE I{HO LIVES NEXT

DOOR TO A C&P EMPLOYEE WOULD EVER DTSCUSS THE PROBLEMS AND/OR

CONCERNS HE OR SHE I{AY HAVE REGARDING THETR TELEPHONE SERVICE. IN
PANORA' IOWA, r WfTNESSED A LEVEL OF ACCOI NTABfLfTY AND COMI,IITMENT



TO SERVICE QUALITY THAT WAS TRULY REMARKABLE. IF PANORA IS THE

I'NORMi| FOR SMALL TNDEPENDENTS, r APPLAUD yOU FOR yOUR EFFORTS.

I ALSO AI{ IUPRESSED WTTH RECENT DEVELOPMENTS TN THE RURAL

AREAS WHICH INDICATE THE COI-0{ITI,!ENT YOUR COMPANIES HAVE MADE TO

NETWORK QUALrry. FoR EXAl,tpLE, rN THE 1990 Stn{l,tER EDrrroN oF THE

IIRURAL TELECOMI,TT'NICATIONS'' II{AGAZINE PUBLISHED By THE NATIoNAL

TELEPHONE COOPERATTVE ASSOCTATTON (NTCA), THERE WAS AN ARTTCLE

WHICH CHRONICLED THE I{OVES OF ''CITICORPIT FROI,T NEW YORK TO SIOUX

PALLS, SOtItH DAKOTA AND rr.N{Drs ENDr FROIr{ CHICAGO, ILLINOIS TO

DODGEVILLE, WISCONSIN, AND THE SUCCESSES THAT BOTH THE COI,TPANIES

AND THE COII{I{T'NITIES RECEIVED FROM THOSE OPERATIONS. THOSE STORIES,

AND r AI'{ SttRE THAT THERE ARE MANY !!ORE, ARE A TESTAIT{ENT TO yottR

COI{MITMENT TO EXCELLENCE, A COI,iIr{ITMENT THAT I AIr{ St RE YOUR STATE

COMMISSIONS SHARE. THESE EXAITIPLES ARE INDICATM, HOWEVER, OF WHy

THE INTERESTS AND NEEDS OF SMALL RITRAL TELEPHONE COII{PANIES HAVE TO

BE MADE CLEAR so THAT yoItR r"aRGER BRETHREN, THE Bocs, Do Nor

OVERSHADOW YOUR ACCOI{PLISHI'{ENTS AND CONCERNS I{ITH THEIR PERSISTENT

AND SELF-SURVIVING RHETORTC.

THSREFORE, LET ME TOUCH BRIEFLY ON FOI'R AREAS TTIAT I BELTEVE

ARE OF GREAT III{PORTANCE TO BOTH STATE REGULATORS AND THE

INDEPENDENTS. THESE ARE: (1) THE PUSH By THE BOCs FOR LEGIsLATM
RELIEF FROI'! THE MODIFIED FINAL JUDGIT{ENT (UrJ) i Q, THE ADVANCEI{ENT

oF TECHNOLOGIES AND THE cOsTs ASSOCIATED WITH THAT ADVANCEIT{ENT; (3)

AND THE ISSUE OF RATE DEAVERAGING.

I,TFiT



ALTHOUGH WE ARE ASSURED THAT CONGRESSIONAL ACTION CONCERNING

THE MFJ RESTRTCTTONS WrLL NOT OCCttR THrS YEAR, THAT STRUGGLE AND

THE BOCSI ABILITY TO DICTATE THE FOCUS OF THE DEBATE WILL CONTTNUE

FAR BEyOND THrS CONGRESS. THEREFORE, r BELTEVE THAT THE DEBATE

WfLL CONTfNUE, BUT TttAT DIFFERENT FORWS, INCLUDING THE UPCOITIING

DTSTRICT COURT REVIEW, WILL SEE THE ISSUES AIRED.

THEREFORE, I THINK IT APPROPRIATE THAT I REVISIT THIS ISSUE

IN LIGHT OF THE SPRING 1990 EDTTION OF NTCA'S RURAL

TELEcoIT{l,tttNrcATroNs MAGAZTNE. rN My oprNroN, THAT EDrrroN wAs Aprl,y

ENTITLED TTSHAPING THE FUTIJRE: RURAL TELCOS FACE THE POLICIES OF THE

9OS.II IN THE SECTTON ENTITLED NEXECUTIVE VIEWPOINT,I' I,TICHAEL E.

BRT'NNER, THE EXECUTIVE VTCE PRESIDENT OF NTCA, IN HIS ARTICLE

IIPROVTDE RI'RAL SAFEGUARDS OR LEAVE THE MFJ ALONE,II PROVIDES A KEEN

INSIGHT INTO THE BOCS' EFFORTS CONCERNTNG THE I{FJ. I[R. BRUNNER

STATED THAT

SOME PEOPLE SEEI,T TO BELIEVE WE CAN RELY oN THE Bocs To

DO WHATIS BEST FOR SMALL COMPANTES. I THINK THIS ATTITUDE IS

NAIVE. THE BOCs HAVE THEIR OWN BOTTOM LINES; AFTER ALL, IT
WAS NOT ALL THAT LONG AGO THAT WESTERN ELECTRIC WOULD NOT EVEN

SELL TO SI{ALL COI{PANIES. CAN OUR MEII{ORIES BE SO SHORT?

MORE THAN A YEAR HAS PASSED SINCE THE T'NITY 1b TALKS

CoLLAPSED. l{E DIScovERED THEN THAT, EVEN As THEY sAT IN THE

TJNITY MEETTNGS DISCUSSING A JOINT TNDUSTRY POSIIION ON THE

MFJ, THE BELLS WERE TAKING THEIR POSITION TO CAPITOL HILL WITH

WHAT BECAME THE SWIFT-TATJKE BILL. A BOC REPRESENTATIVE TOLD

INDEPENDENTS WE WERE ''EXTRANEOUS AND TANGENTIAL'' TO THE



PROCESS OF GETTING THE RESTRICTIONS LIFTED. IIAYBE SO.

THEN AGATN, I{AYBE NOT.1/

AND

FAIRLY STRONG STATEilENT; BUT ONE WITH !{HICH I AGREE. THE

TTNDERLYING THEI{E OF THE rrTRUSTrr THAT ONE COULD PI"ACE IN THE BOCs

rs A CENTRAL CONCERN THAT I KNOW IS SHARED By ME, AND PROBABLY By

OTHER STATE COMIT{ISSTONERS. MR. BRI'NNER'S OBSERVATTONS ALSO RING

TRUE WITH ANOTHER CONCERN SHARED BY THE STATES -- IT IS A DIFFERENT

WORLD SINCE THE BREAK-UP OF AT&T. I AIi{ SURE YOU CAN ATTEST TO

THAT.

IN ADDITION, I[R. BRT'NNER CONTINUED IN HIS ARTICLE TO INDICATE

THE SIX (6) SAFEGUARDS THAT THE SMALL INDEPENDENTS, THROUGH THE

RT'RAL TELEPHONE COALITION (RTC), WOULD TNSIST UPON IN ORDER TO

SUPPORT THE LIFTING OF THE I,TFJ RESTRICTIONS. THOSE SIX POINTS ARE:

(1) THERE SHOULD BE A NATIONAL POLICY GOAL TO PROMOTE A

NATIONWIDE LOCAL TELEPHONE COMPANY NETWORK, WITH ADVANCED

CAPABILITIES AND T'NIVERSAL ACCESS TO INFORI,TATION

SERVICES;

(21 THERE SHOULD BE A COMPREHENSTVE NATIONWIDE JOINT NETWORK

PLANNING AND OPERATTONS BY ALL TELEPHONE COMPANIES;

(3) A FEDERAL-STATE JOINT BOARD SHOULD INVESTIGATE WHETHER

NEW MECHANISMS ARE NEEDED TO BRTNG NEW SERVICES TO ALL

CUSTO!,TERS AT AFFORDABLE RATES;

L/ Rural Telecomrnunications,
the MFJ Alonerf (Spring 1990) at

rrProvide Rural Safeguards or Leave
86.
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(4) Boc MANUFACTURTNG OPERATTONS l,{usr BE REQUTRED To SELL

THEIR HARDWARE AND SoFTWARE PRoDUCTS To THE LECs oN A

NON-DISCRIMTNATORY BAsIs oR SELF-PREFERENCE BAsIs, WITH

TH8 ADDITTONAL REQUIREI.{ENT THAT THE BoCs MUST BE REQUIRED

TO MAINTATN THE AVATLABILTTY OF EQUIPMENT NEEDED BY

COI,IPANIES SUCH AS YOURS;

(5) THERE SHOULD BE STRONGER STATUTORY PROTECTIONS FOR STATE

JT'RI SD I CT T ON OVER I NTRASTATE TELECOMI{T'N I CAT I ONS S ERVI CES ;

AND

(6) THE BOCS SHOULD BE PROHIBITED FROM SELLING COII{MUNICATIONS

SERVfCES IN ANOTHER LECrs FRANCHISE AREA.2/

rN LrGHT OF THESE POSITTONS, r WOULD LIKE TO OFFER Uy COMI,IENTS

CONCERNING THREE OF THE RTC SAFEGUARDS.

THE FTRST SAFEGUARD IS THE NEED FOR STRONGER STATE

JIJRISDICTION. NOT SITRPRISINGLY, I AIr{ IN TOTAL AGREEIT{ENT I{ITH THfS

RECOMI,TENDATION. I AI,t OF THE OPINION THAT THE STATES, NOT THE FCC,

ARE IN THE BEST POSITION TO ADDRESS THE SPECIFIC NEEDS OF THEIR

JT'RISDICTIONS, II{UCH AS YOUR COI{PANIES ARE T'NIQUELY ABLE TO ADDRESS

THE CONCERNS EXPRESSED BY THE RI'RAL COMMUNTTIES YOU S8RVE. THE

STRENGTHENING OF THIS ABILITY FOR THE STATES IS OF PARAMOT'NT

coNcERN To ME AND, rN MY OPINION, sHoULD BB To YoU As WELL.

To THIS END, THE NARUC, IN TESTI!,IoNY BEToRE coNGREss

REITERATED WHAT IT BELTEVES TO BE A MENU OT REGUI,ATORY OPTIONS

2/
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AVAII,ABLE WHTCH NEED TO BE AVAILABLE TO THE STATES TN ORDER TO

ASSURE THEIR RIGHTFUL REGUI,ATORY AUTHORITY SHOULD THE I'{FJ

RESTRICTIONS BE RELIEVED. THESE oPTIoNs INCLUDE: (1) TH8 UsE oF

SEPARATE SUBSTDIARTES; (2') STATE AccESs TO ACCOUNTING RECORDS OF

BOC AFFILIATES' (3) STATE-DETERMINATION OF APPROPRTATE ALLOCATIONS

OF COSTS BETI{EEN REGULATED AND ITNREGULATED BOC OPERATIONS; (4) A

srATE ANNUAL AUDrr REQUTREI{ENT; (5) THE ALLocATToN To THE NEw

SERVTCES OF NEW COSTS TO THE TELEPHONE NETWORK AND THE REQUTREUENT

oF CONTRIBUTIoN TO THE TTNDERLYING NETWORK cosTst (5) STATE APPROVAL

OF BOC/AFFILTATE PURCHASE AGREEI{ENTS, ''TNCLUDTNG THE AUTHORITY TO

REQUIRE AND ESTABLISH THE TERMS OF COII{PETITIVE BIDDING FOR BOC

coNTRACTSrf i (71 STATE APPROVAL OF THE SALE By A BOC OF ITS CUSTOI{ER

PROPRIETARY NETWORK INFORIIATIoN; (8) OVERSIGHT AUTHORITY CONCERNING

AFFILIATE RECOURSE CREDIT ARRANGEIT{ENTS AGAINST BOC ASSETS; AND (9)

STATE AUTHORTTY TO DISALLOW, rN RATET{AKTNG PROCEEDTNGS, INCREASED

COSTS ASSOCIATED WTTH ''COST OF CAPITAL DUE TO A FAILED CO!,IPETITIVE

VENTUREII IN WHICH THE BOC AFFILIATE I,TAY HAVE ENGAGED. I NOTE THAT

THTS MENU ONLY ''ILLUSTRATES THE KINDS OF ACTIONS STATES I,IAY

coNsrDER TAKrNG....rr HOWEVER, I ALSO NOTE THAT THE MENU INDICATES

THE DEGREE OF FLEXIBILITY THAT THE STATES SEEK IN FASHIONING

REGULATORY RESPONSES TO BOC-PARTICIPATION IN THOSE I.{,ARKETS

CI'RRENTLY RESTRICTED BY THE I{FJ.

THE SECOND SAFEGUARD CITED TO BY I[R. BRTJNNER IS THE NEED FOR

A JOINT BOARD TO EXAI{INE THE NEW MECHANTSUS TO ASSI'RE THAT NEW

SERVICES ARE BETNG MADE AVAILABLE TO ALL CONST'I'IERS. I NOTE THAT

NARUC COI.{MENDED THE CONGRESSIONAL STAFF FOR PROVIDING TOR A JOINT

I



BOARD IN THE DRATT MFJ BILL, IN THAT THE JOINT BOARD ASSURES STATE

rNPUT INTO AREAS I{HICH ARE OF IMPORTANCE TO BOTH STATE AND FEDERAL

REGULATORS. HOI{EVER, NARUC SUGGESTED THAT THE DRAF?IS PROVISIONS

REGARDING THE JOINT BOARD BE MODIFIED TO PROVIDE FOR NARUC-

APPOINTIT{ENT OF STATE COMUTSSIONERS, WITHOUT THE REQUIREMENT THAT

THE FCC APPROVE NARUCIS NOMINATIONS. THE D.C. COMITTISSION, IN ITS

COMMENTS ON THE MFJ BILL, WENT ONE STEP FURTHER, ARGUING THAT THE

JOTNT BOARD DECTSION SHOULD BE FINAL AND APPEAI,ABLE DIRECTLY TO THE

I'NITED STATES COURT OF APPEALS, AND, IN THE EVENT OT A TIE VOTE,

THE SUBJECT MATTER OF IHAT VOTE WOULD BE NULL AND VOID.

THEREFORE, I BELTEVE THAT THE SI{ALL COMPANIEST POSITIONS, AS

INDICATED BY I.[R. BRI'NNER' S POSITTON, IS CONSISTENT WITH THE

POSITION TAKEN BY NARUC AND BY THE D.C. COMI{ISSION. AGAIN, I
BELTEVE THAT THIS SAFEGUARD, LTKE THAT OF ASST'RING STATE

JTJRISDICTION, ENSURES THAT STATE INPUT IN THE DECISION ITAKING

PROCESS PROVTDES A VEHICLE FOR ALL INTERESTS TO BE REPRESENTED

FULLY.

It{Y THIRD COMMENT CONCERNS I.[R. BRT'NNER'S POINT REGARDING THE

DEVELOPI,IENT OF A NATTONWTDE ADVANCED NETWORK. THIS SAFEGUARD, AND

II{ORE fMPORTANTLY, THE IMPLICATIONS ARISING FROIr! IT, RELATE TO My

SECOND POINT FOR TONTGHT REGARDING THE COST OF NEW TECHNOLOGIES.

THEREFORE, PLEASE PERUIT ME TO ADDRESS THESE CONCEPTS TOGETHER.

COST Otr NEl' TECHNOTOCIES



WHILE I DO NOT DISAGREE WITH THE CONCEPT OF A NArIONWTDE

NETI{ORK, THE TRUE ISSUE IS WHO WILL BEAR THE COST OF THAT NETWORK.

FOR STATE COIr{MTSSIONS, I BELIEVE THAT THIS rS THE CENTRAL ISSUE.

I NOTE THAT THE FCC HAS ISSUED A NI'I{BER OF DECTSIONS WHICH

SHIFT THE BT'RDEN OT COST RECOVERY TO THE STATE ARENA. AS THE COSTS

RISE, SO DOES THE DEI,IAND ON A STATE COMMISSTON'S ABILTTY TO ASSI'RE

QUALITY SERVICE AT RATES THAT ARE REASONABLE. COMPOIJNDTNG THTS

ALREADY DIFFICULT BALANCE IS THE STATE COMI,IISSIONS t COMIT{IT}{ENT TO

ASSURE THAT SPECIAL CIRCI'I,ISTANCES PRESENTED IN THEIR RESPECTIVE

JURISDICTIONS ARE ACCOMI,TODATED TO THE EXTENT POSSTBLE. THAT

BAI"ANCE WfLL BECOME EVEN MORE DIFFICULT AS THIS ERA OF RAPID

TECHNOLOGICAL DEVELOPMENT CONTTNUES.

I Al,t oF THE VrEW, GENERALLy, THAT ADVANCET{ENTS rN THE NETWORK

SHOULD BE 'IDEII{AND-DRIVEN, N WITH THE COSTS ASSOCTATED WITH THOSE

ADVANCEIT{ENTS STIARED AMONG THE INTENDED BENEFTCIARIES OF THOSE

ADVANCEIT{ENTS. WHILE I AI{ NOT NOI{ IN A POSITION TO STATE HOW THAT

COULD BE ACCOMPLISHED, I DO NOT BELIEVE THAT LOCAL RATEPAYERS

SHOULD BEAR THE BT'RDEN OF CONSTRUCTING A IICADILI,ACII NETWORK, IF THE

LOCAL RATEPAYERS ONLY DEI,IAND SIMPLE TRANSPORTATION.

WHILE IT IS NOT A NOVEL CONCEPT, I DO BELIEVE THAT THE

OVERRTDING PRINCIPLE SHOULD BE TO PI"ACE THE COST ON THE COST-

CAUSER. rN THrS CONTEXT, THE COST-CAUSER rS THE CUSTOI,IER WHrCH

DESIRES THE NEW TECHNOLOGTES. UNDOUBTEDLY, AS THE D.C. COMI{ISSTON

rs CoNFRONTED WrTH THESE ISSUES, My OPTNTONS WILL BECOME MORE

CRYSTALLTZED. HOWAVER, T WELCOME YOI'R TNSIGHTS AND OBSERVATIONS

ON THIS ISSUE, TO THE EXTENT YOU WISH TO SHARE THOSE WITH ME.
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NEVERTHELESS, THE TMPORTANCE FOR THE SII{ALL COMPANTES rS, rN l,ty

oPTNION, QUITE CLEAR.

SMALL COMPANIES SERVING THE RI'RAL AI{ERICA DO NOT WANT TO BE

LEFT BEHIND AS THIS NATION SURGES FORWARD TNTO THE INFORMATION AG8.

MOREOVER, IT WOULD APPEAR THAT, fN LfcHT OF YOITR COMII{ITI.{ENT TO THE

AREAS YOU SERVE, YOU WOULD WANT TO ASSURE THAT YOUR CUSTOIT{ERS, TO

THE EXTENT FEASIBLE, WOULD HAVE ACCESS TO THOSE SERVICES THAT THETR

rruRBAlgrr CoUNTERPARTS HAVE ACCESS TO, THEREBY AVOTDTNG THE rHAVE AND

HAVE NOTII SITUATTON MENTIONED EARLIER. AS IN THE CASE OF

IICITICORPII AND 'IT.ANDIS END,II YOUR ABILITY TO ATTRACT I,ARGE USERS

TO YOUR SERVTCE AREA rS CONTINGENT, rN PART, ON yottR ABILITY TO

MEET THOSE USER'S NEEDS. A MODERNIZED NETWORK IS ESSENTIAL TO THAT

ABILITY.

WE ALL ARE BEING FACED WTTH THE SPECTER OF RTSTNG COSTS AND

FEWER DOLI,ARS, .I,.L., BETNG ASKED TO DO II{ORE WTTH THE SAI.{E

RESOURCES. THAT IS A CHALLENGE THAT THTS ENTIRE NATION FACES. TOR

EXAI'IPLE, IN THE CONTEXT OF TELECOMMIJNf CATfONS, YOUR fNDUSTRY

CONTINUALLY TIGHTS THE BATTLES TO ASSURE THE WELL-BEING OF THE

RURAL ELECTRIFICATION ADMINISTRATION; THE FCC Is CONFRONTED WITH

BUDGET CONSTRAINTS IN LTGHT OF THE FEDERAL DEFICIT; AND THE STATE

COMMISSIONS ALSO ARE F'ACED WITH THEIR OWN STATE BUDGET SITUATIONS.

THEREFORE, I SUBMIT TO YOU THAT WE ALL ARE FACING A CHALLENGE

To ASSURE TttAT wE ARE GETTING THE l,tosT FoR oUR DoLLAR oF

INVESTI'{ENT. WHETHER IT BE THROUGH HUMAN RESOT'RCES OR PI,ANT

FACILITTES, THOSE TNVESTMENT DECTSIONS HAVE RAMIFICATIONS FOR

FUTURE CONSUMERS AND USERS OF THE NETWORK. AS COSTS OT NEW

11



TECHNOLOGTES ARE SOUGHT TO BE RECOVERED, COUPLED WrrH THE QUTCKENED

RECOVERY OF THE EXTSTING PI,ANT IN ORDER TO AVOID STRANDED

INVESTI{ENT, THE CHALLENGE TAKES ON AN ENTIRELY NEW DIUENSION. FOR

EXAIIPLE, I HAVE HEARD ESTfMATES THAT THE DEPLOYIT{8NT OF A FIBER

NETWORK I.{AY BE As MucH As $250-300 BrLLroN. THAT rs A srAGcERrNc

AII{OUNT. HOW WILL THESE COSTS BE RECOVERED IS BOTH A THORNY POLICY

AND FINANCTAL ISSUE, AND ONE WHICH T AU SI'RE WE WILL FACE TOGETHER.

RAIE DEAVERIGINC

THE FTNAL AREA I WOULD LIKE TO BRIEFLY DISCUSS TS THE ISSUE

OF RATE DEAVERAGING. I RECOGNIZE THE IMPORTANCE OF THIS TSSUE FOR

YOTIR COII{PANTES IN THAT THIS I,AUDABLE POLICY ASSURES INTERSTATE

ACCESS FOR YOUR SUBSCRIBERS AT REASONABLE RATES. I NOTE THAT IN

THE FCCIS RECENT INQUIRY CONCERNTNG INTERSTATE COI{PETITION, THE FCC

TNDTCATED rrs srRoNG COMMTTMENT TO THE CONCEPT. SPECTFTCALLY, THE

rCC STATED THAT IT WISHED

TO REEMPHASTZE THE COMMISSIONIS LONGSTANDING COMMITMENT TO

GEOGRAPHIC RATE AVERAGING. THE COMMISSION'S RECENT PRICE CAPS

ORDER STATED THAT RATE AVERAGING ''FURTHERS OUR GOAL OF

PROVTDING A I'NMRSAL NATIONWIDE TELECOMMITNTCATIONS NETWORK, fl

ENSURES THAT RT'RAL RATEPAYERS SHARE IN THE BENEFITS OF

TNTEREXCHANGE COMPETTTTON, AND CONTRTBUTES TO THE SIMPLICTTY

oF THE l{TS RATE STRUCTURE, ALLOWING CUSTOMERS TO COMPARE THE

INTEREXCHANGE CARRTERSI CHARGES WITH RELATIVE EASE.3/

3/ In the Mattgr of Comnetition in the rnterstate Interexchanoe
l,{arketplace, No-tice of proposed nurernEring, cc ooc*et lro. go-rg2,
Fcg 90-90, released April 13, 19t0 at para. tg1 (footnotesonitted).
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THE FCC ALSO INDICATED ITS BELIEF THAT IT WAS TN AT&T'S ECONOI{IC

INTEREST TO MAINTAIN GEOGRAPHTCALLY AVERAGED RATES, IN THAT THE

IICOSTS OF ADMINISTERING A GEOGRAPHICALLY DEAVERAGED RATES

sTRUcTttRE, INCLUDING THE coSTS OF CALCULATING, BfLLfNG, AND

MARKETING RATES FOR ALL OT THE VARIOUS NATIONWIDE ROUTE

PERI,IUTATIONS WOULD BE SIGNIFTCANT....II AND THAT THE FCC'S ACCESS

CHARGE RULES WERE DESIGNED, IN PART, TO DISCOT'RAGE RATE

DEAVERAGING.4/ I ALSo NoTE THAT IN RECENT TNTERVIEWS BY NTCA !{ITH

COMMISSIONERS QUELLO, MARSHALL AND BARRETT, EACH EXPRESSED THEIR

colr{l{ITl{ENT TO THIS CONCEPT.5/

rN MY OPINTON, I BELIEVE THAT YOUR VIGII"ANCE TN SUPPORT OF THE

CONCEPT OF NATION!{IDE RATE AVERAGING IS WORTHWHTLE AND SHOULD BE

CoNTTNUED. MY CONCERN rS THAT, WHILE THE FCC|S POLTCTES AppEjA,R

TAIRLY ENTRENCHED, THE FCC, NEVERTHELESS RELIED, IN PART, ON ITS
BELIEF THAT RATE AVERAGING WAS CONSTSTENT WITH AT&T'S ECONOIT{IC

INCENTIVES. HOWEVER, WITH THE INTRODUCTION OF PRICE CAPS FOR AT&T,

AND THE PRICE CAPS PLAN'S FLEXIBILITY AFFORDED AT&T, AND ASSIJMING

THE PROPOSED PRICE CAP PLAN FOR THE LECs IS IMPLEMENTED, ALoNG I{ITH

THAT PLANTS FLEXIBILITY, THE ECONOMIC INCENTfVES II{AY CHANGE. LET

US NOT TORGET THAT AT&T ALREADY HAS SOI{E ADDITTONAL FLEXIBILITY

THROUGH THE TARTFF NO. 12 PROCEDI'RES. THEREFORE, YOUR POSTTION ON

RATE AVERAGING SHOULD CONTINUE TO BE HEARD TO ASST'RE THAT THE

CURRENT POLICTES REMAIN IN EFFECT.

4/

5l
An

Id. at para. Lg2.

Rurar Terecommunications, rfA New cast Begins to carve policy:
rnterview with Three FCC cornmissioners,, Gpring 1990) at 13:
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I WANT TO AGAIN THANK YOU FOR THIS OPPORTUNITY TO BE WITH YOU

THIS EVENING. WE ALL HAVE VERY INTERESTING CHALLENGES AHEAD OF US.

WHILE I'{Y PERSPECTIVE As A D.c. coMMIssIoNER MAY BE A LITTLE

DIFFERENT THAN YOURS, WE ARE ALL WORKING TOWARD THE SAI{E GOAL OF

ASSURING THAT THIS NATION ' S TELECOMIT{T'NICATIONS NETI{ORK OFFERS

STATE-OF.THE-ART, DEI{AND DRTVEN SERVTCES ON A JUST AND REASONABLE

BASIS. THERETN, T BELIEVE, LIES THE CHALLENGE AHEAD OF US AS

TECHNOLOGY DRIVES US FI]RTHER INTO THE INFORI,TATION AGE.

AGAIN, THANK YOU. I LOOK FORWARD TO ANSWERING ANY QUESTIONS

YOU II{AY HAVE.

L4




