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THE FORCES OF TECHNOLOGY HAVE REQUTRED A REEVALUATION AND
REDEFTNITTON OF THE STRUCTURE OF TELECOIIMUNTCATIONS SERVTCE
MARKETS.

THE FEDERAL TREND TOWARDS DEREGULATTON OF THE TELECOWUNTCA-
TTONS INDUSTRY HAS PLACED SUBSTANTTAL POLTTTCAL PRESSURE ON THE
STATE COMMISSTONS WHERE PRTMARY CONCERN HAS BEEN THE CONTINUATTON
OF AFFORDABLE RATES FOR RESIDENTTAL AND SMALL BUSTNESS CUSTOMERS.
MANY .BSERVER' HAD spEcuLATED THAT TEcHNoLocrcAL, EcoNoMrc AND
POLTCY DEVELOPMENTS WOULD COMPEL MORE STATE OFFICTALS TO PERMIT
SOME FORM OF TELECOMMUNICATTONS COMPETTTION.

STATE REGULATORY TNITIATTVES

rT WOULD APPEAR THAT THOSE OBSERVATIONS WERE CORRECT. THE
RECENT NTIA SURVEY 1/ OF THE 51 PUBLTC SERVICE COMMTSSIONS
TNDICATES A HTGH DEGREE OF RUGULAT.RY AND LEGI'LATIVE A.TIVITY oN
sucH rssuEs AS TNTERLATA AND TNTRALATA coMpETrrroN, LocAL Ex_
CHANGE COMPETTTTON AND PRTCTNG AND DEREGULATTON OF COMPETTTTVE
SERVICES. SINCE DTVESTITURE' NEARLY ALL MULTT-LATA sTATEs HAVE
PERMITTED FACILTTIES-BASED COMPETTTTON. 2/ TN THE TNTERLATA
MARKET ' 36 our oF 38 MULTr-LATA 

'TATES 
HAVE AUTH.RTZED

FACTLTTTES-BASED CARRTERS TO OPERATE IN THETR JURISDTCTTONS,
WHTLE RESELLERS ARE PERMITTED TN ALL MULTT-LATA JURTSDTCTTONS. A
NUMBER OF STATES HAVE ALSO TAKEN STEPS TO REDUCE THE REGULATORY
REsTRrcrroNs oN TNTERLATA coMPETrrroN. coMMrssroNs rN 2g srATEs
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HAVE APPR.'ED soME F.RM oF pRrc' FLExrBrLrry FoR TNTERE'.HANGE
CARRTERS, INCLUDING AT&T. 3/

STATE CO},IMTSSIONS HAVE EXERCTSED GREATER RESTRATNTS TNALLOWTNG FACILITTES-BASED 
COMPETTTTON TN THE TNTRALATA

T.LL MARKET'' F.'RTEEN srATEs pREsENTLy pERMrr TNTRALATA coMp'-TrTroN AND FouR ADDTTT.NAL JURrsDrcTroNs HAVE AppRovED TNTRAT,ATAcoMPETrTroN To BE EFFEcrrvE By JANUAR' oF r9g7. FAcrrrTrEs-BAsED
TOLL COMPETTTTON HAS BEEN APPROVED TN THE STNGLE-LATA STATES OFNEw M'xrco AND 

'ERM'NT 
wHrLE NEBRASKA, coNN'crrcur, DELA'ARE ANDMATNE HAVE THE MATTER PRESENTLY UNDER CONSTDERATTON. THE TLIT-NOTS COMMTSSTON HAS BEEN PARTTCULARLY PRO-COMPETITTON. IN JULYoF 1985' rr BE.AME THE FrRsT M'LTr-LATA 

'TATE 
To AppRovE

DEAVERAGTNG OF TOLL RATES FOR THE LOCAL EXCHANGE COMPANTES
EFFECTTVE OCTOBER 1ST OF THTS YEAR. AS PART OF TTS DEAVERAGTNGPLAN' THE coMMrssroN E'TABLT'HED ,,MARKET sERVrcE AREA',, ANDESTABLTSHED ''PRTMARY TOLL CARRIERS" FOR EACH SERVICE AREA. EACHPRIMARY TOLI CARRTER IS RESPONSTBLE FOR SETTTNG TOLL RATES ANDDETERMTNTNG TTS REVENUE REQUTREMENTS WTTHTN TTS SERVTCE AREAS.STATE COMMTSSTONS APPEAR MORE WILLTNG TO SUPPORT INTRALATATOIL COMPETTTTON TF TT TS RESTRTCTED TO RESELLERS. THTRTY.TWOMULTr-LATA sTATEs HA'E AUTH.RTZED TNTRAT,ATA T.LL RE'ALE. AM.NGTHE STNGLE-LATA srATEs, srX (t{ArNE, NEW MEXrco, sourH DAKoTA,urAH' 

'ERM.NT 
AND wyoMrNG) pERMrr RE'ATE oF sERVrcE wHrLE F,ouRJURrsDrcTroNs (coNNEcrrcur, HAwArr, RH'DE rsLAND, AND NEW HAM'-sHrRE) PROHTBTT rT.



3

STATE COMMISSTONS I'AVE ALSO EXTENDED THE CONCEPT OF PRTCE
FLEXTBTLITY BEYOND BANDED RATES TO ALSO TNCLUDE DETAR'FFED OR
DEREGULATED LOCAL EXCHANGE SERVICES AND PRTVATE CONTRACTS.

THE IOWA COMMTSSION WAS GRANTED LEGTSLATTVE AUTHORTTY IN
1983 TO DEREGULATE ANY SERVTCE TT FOUND TO BE COMPETTTTVE. AS A
RESULT, CENTREX AND PRIVATE I,TNE DIGTTAL SERVTCES HAVE BEEN
DEREGULATED FoR M'RE THAN Two yEARs. rN NEw MExrco, THE coM*rs-
SION RECENTLY GRANTED MOUNTATN BELL PRTCTNG FLEXTBTLITY FOR
CUSTOM CALLTNG SERVTCES. THE ORDER SETS MINTMUM AND MAXIMUM
RATE' FoR EA.H sERVrcE. THTRT'-Fr'E 

'TATES 
Now p'Riurr soME F.RM

oF PRrcE FrEXrBrLrry FoR LocAL EX.HANGE cARRrERs. MoREovER, AN
ADDTTTONAL ELEVEN JURrsDrcTroNs HAVE coNsTDERED THE rssuE rN soME
FORI{ THTS PAST YEAR; TNDTANA TS EXAMTNTNG PRTCE FLEXIBILITY FOR
cusToM .ALLTNG sERvrcEsr NEw HAM''HTRE rs coNs'DERrNG BANDED
RATES FOR DTGTTAL PBX SERVTCE AND WASHTNGTON IS REVTEWTNG WHETHER
TO DETARIFF CENTREX AND PRIVATE LTNE SERVICES.

THE DTSTRICT OF COLUMBTA COMMTSSION HAS ALSO TNVESTTGATED
THE FEASIBTLITY OF DEREGULATTNG CENTREX SERVTCE.

CENTREX IS AN EXTREMELY IMPORTANT SERVT.E IN THE DTSTRT.T oF
COLUMBTA BECAUSE TT COMPRTSES 4OZ OF OUR OPERATING COMPANY,S
ACCESS LINES AND 2IZ OF TTS TNTRASTATE REVENUES. THTS LARGE
DEPENDENCE ON CENTREX REVENUES TS UNIQUE AMONG LOCAL EXCHANGE
CARRTERS. 4/ ALSO UNTQUE TS THE COMPANY'S HEAVY RELTANCE ON THE
PEDERAT, GOVERNMENT AS A CENTREX CUSTOMER. csA rs c&p,s LARGEST
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cusroM'R' usrNc APPR.'TMATEL' TWo-THrRDs oF THE .ENTRE' LrNEs rNSERVTCE.

rN 1985, THE coMpANy pRoposED NEw .ENTRE* RATE'. rN THrs
PR'.EEDTNG THE oFFrcE oF PEoptE's couNsEL ARGUED THAT THE coMpET-rTTVE ENVTRONMENT REQUTRED THAT CENTREX BE TREATED As A SPE.TAL
CATEGORY OF SERVTCE, WTTH AN TMPUTED REVENUE REQUTREMENT UNDERw'rc' c&P woulD HAVE BR'AD FLExrBrLrrv To pRrcE .ENTREX As rr sAwFrT. 5/

c&P oPPosED THrs pRoposAl. TNSTEAD, THE coMpANy pRoposED ToCONTTNUE TTS PRESENT RATE STABTLITY PLAN AND TNSTTTUTE A
NEw PIAN' wHrcH CoNTATNED A THREE YEAR coNTRAcr LrFE AND suBsTAN-TrAL PRrcrNG REVrsroNs' RANGTNG FR'M REDucrroNs oF, r0? To 95?.C&P ALSO PROPOSED TO TMPLEMENT A FULL CALC CREDTT OF $2.00 TOENSURE CONTTNUED COMPARABTLTTY WTTH PBX SYSTEMS.

THE coMMrssroN REJE.TED THE pRoposAr, To .REATE A 
'E'ARATECENTREX REVENUE REQUTREMENT CATEGORY. WE WERE NOT PREPARED TORELTNQUTSH REGULATORY AUTHORITY OVER A SERVTCE WHTCH UTTLIZED

SUCH A SUBSTANTTAL PORTTON OF' COMMON CENTRAL OFFTCE FACTLITTES
AND OUTSTDE PLANT.

wHrLE THE coMMrssroN wAs ABsor,uTELy coNVrNcED THAT .ENTREX
REQUTRED A SPECIAL REGULAT.RY RESP.N'E, WE 

'ERE 
NoT PER'UADED

THAT THE C&P PROPOSAL WOULD PROVTDE THAT RESPONSE. WE REASONEDTHAT THE cusToMERs wrr' r0,000 LrNEs oR M'RE coulD NoT solrcrrBTDS FROM VENDORS, AWARD A .'NTRACT AND C'MPLETELY TN'TALL A PBxSYSTEM TN LESS THAN THREE YEAR'. THEREF.RE, THE PLAN AS PRoPosED



BY THE COMPANY WOULD HAVE NO TMPACT UPON THE PROCUREMENT DECI-
SIONS OF TTS LARGE CUSTOI,IERS . AND THUS FAIIED IN PROVIDTNG THE
INDUCEMENT TO RETAIN CENTREX SERVICE. WE THEREFORE, ORDERED THAT
LARGE CUSTOMERS COULD ONLY ELECT THE NEW PLAN, WrrH THE PROPOSED
RATE REDUCTIONS, TF THE CUSTOMER SIGNED UP FoR A FIVE YEAR
PERTOD' rN ORDER To FURTHER TNDUCE cusroMER coMMrrMENT, wE
AGREED THAT THE RATES FOR THE NEW SERVICE WOULD ONLY BE ADJUSTED
UPWARD BY AN AMOUNT NOT TO EXCEED THE PERCENTAGE TNCREASE IN THE
CONSUMER PRTCE INDEX DURING THE PREVIOUS TWELVE MONTHS. THE
COMMTSSION WAS SO CONCERNED WTTH THE POTENTIAL REVENUE LOSSES
ASSOCIATED WT?H CENTREX THAT WE ALSO GRANTED C&P,S REQUEST FOR A
FULL CALC CREDTT ON THE INTERCOM RATE.

LEGISLATTVE INITIATIVES

MUCH OF THE IMPETUS TO DEREGULATE AND DETARIFF SERVICES AT
THE STATE LEVELS HAS BEEN THE DTRECT RESULT OF LEGTSLATION
ENACTED BY STATE LEGTSLATURES.

SINCE 1983' STXTEEN STATES HAVE ENAcTED GENERAL STATUTES To
DEREGULATE SOME ASPEC? OF TELECOMMUNICATTON SERVTCES. THESE
srATEs ARE ARrzoNA, TNDTANA, rowA, rllrNors, MONTANA, NEBRASKA,
NEVADA, NEW MEXTCO, NORTH CAROLTNA, NORTH DAKOTA, OREGON, TEXAS,
urAH' vrRGrNrA, wAsHrNcroN AND wrscoNsrN. DEREGULATT'N BrLLs
HAVE BEEN CONSIDERED AND REJECTED IN IDAHO, NEW HAMPSHTRE AND
VERMONT. 6/

THE WISCONSIN DEREGULATION LEGTSLATION TMIVIEDTATELY DEREGU-
LATES RESELLERS, CABLE TELEVTSToN TELEcoMMUNTcATToNs sERVrcE



PRovrDERs, cocors, RADro coi\,IMoN cARRrERs, SELLULAR SARRTER' AND
srs' rr ALso DEREGULATES coMpANrEs wrrH LESS THAN 7,500 cusroM-
ERS SO LONG AS RATE TNCREASES DO NOT EXCEED 30? oR $2.00 rN ANy
ONE YEAR OR 1OOT OR $1O.OO DURING ANY FOUR CONSECUTIVE YEARS.
CUSTOMERS' INCLUDING INTEREXCHANGE cARRIERS, MAY PETITI6N THE
coMMrSSroN FoR A REVTEW oF A PROPOSED RATE TNcREASE. THE col\4Mrs-
SION WOULD BE ALLOWED TO REIMPOSE REGULATION TF DOING SO WOULD

PROTECT THE PUBLIC INTEREST.

THUS FAR' TWO OF THESE TELEPHONE COMPANIES HAVE FTLED FoR
THE MAXTMUM TNCREASE ALLOWED UNDER THE LAW AND TTS CUSTOMERS HAVE
PETITTONED FOR A REVIEW. TNTERESTINGLY, THTS PROCESS OF FILING,
PETTTTON AND COMMISSTON REVIEW TAKES APPROXIMATELY TWICE AS LONG
AS IT DTD PRTOR TO THE LEGTSLATTON.

THE NEBRASKA LEGISLATION PROVIDES THAT THE TELEPHONE COMPA-
NrEs ARE Nor suBJEcr To ANy RATE REGULATT.N. rNsrEAD, THE' NEED
ONLY TO FTLE RATES WHICH WTLL BECOME EFFECTIVE IN 10 DAYS.
HOWEVER' CHANGES IN MONTHLY RATES FOR BASIC LOCAL SERVTCES SHALL
REQUIRE 60 DAYS NOTICE TO ALL SUBSCRTBERS.

THE PSC MAY ONLY REVTEW BASTC LOCAL EXCHANGE RATES UPON
RECETPT oF A'ORMAL coMPLATNT srcNED By 5g oF ALL suBScRrBERs rF
THE COMPANY HAs No MORE THAN 50,000 LrNEs oR 3t oF ALL suBScRrB-
ERS rF THE COMPANY HAS BETWEEN 50,000 AND 25o,oo0 LrNEs, oR 2a oF
ALL suBscRrBERS rF THE coMpANv HAS ovER 250,000 LrNEs. sucH
COI4PLAINTS MUST BE RECETVED WITHTN 60 DAYS OF THE RATE CHANGE
NOTICE. IF THE PSC FTNDS THAT THE COMPLATNT TS VALTD, IT MAY



ADJUST THE RATES, BUT MAY NOT SET ANY RATE BELOW THE AcTUAL cosT
OT PROVIDING THE SERVICE. THE COMMTSSTON MAY ALSO ORDER THAT THE
COMPANY REFIIND ANY AMOUNTS COLLECTED THAT EXCEED THE RATE SET BY
THE COMMTSSION. IF THE COMMTSSION ADJUSTS A COMPANYIS RATES, THE
COMPANY MAY NOT INCREASE ITS RATES AGAIN FOR 6 MONTHS UNLESS THE

coMMrSSroN APPROVES. THrS PROVTSToN, HOWEVER, FOR psc REVTEW AND
ADJUSTMENT EXPTRES ON AUcusT 31, 19gL. Z/

IN SETTING INTEREXCHANGE RATES, THE LEGISLATToN MANDATES

RATE AVERAGTNG ON A STATEWTDE BASrS uNTrL AUGUST 31, 1991 UNLESS

THE PSC ORDERS OTHERWTSE. THE COMPANY MAY ALLOW VOLUME DISCOUNTS
OR OTHER DISCOUNTS THAT HAVE A REASONABLE BUSTNESS PURPOSE. 8/

THE COMMTSSToN RETATNS JURrSDrcrroN ovER QUALrry oF SERVTCE,
DEPOSTTS AND DTSCoNNECTTONS. 2/

THE NEBRASKA LEGTSLATTON IS SCHEDULED TO BECOME EFFECTIVE ON
JANUARY r, 1'987. HowEvER, THE NEBRAsKA puBl,rc sERVrcE coMMrssroN
HAS FTLED A LAWSUIT TO HALT ITS IMPLEMENTATION ON CONSTITUTIONAL
GROUNDS. IF THE SUTT IS NOT DECTDED BY THE EFFECTIVE DATE OF THE
LEGTSLATION, THE COMMTSSTON WILL REFUSE TO IMPLEMENT TT. THE
PRIMARY CONCERN OF THE COMMTSSION IS THE LEGISLATION'S TMPACT ON

UNTVERSAL sERVrcE. THE coMMrssroN BELTEVEs THAT rrs col,tMENTS oN
THE LEGISLATTON WERE EITHER MISUNDERSTOOD OR IGNORED AND THAT THE
BTLL IS GENERALLY NOT WELL THOUGHT OUT.

WASHINGTON'S DEREGULATTON LEGISLATION ALLOWS EITHER THE

COMMTSSION OR A COMPANY TO INITIATE A PROCEEDING TO CLASSTFY A



COMPANY OR A SERVICE AS COMPETITIVE. IN ORDER TO BE CLASSTFIED

As COMPETTTTVE' A COMPANY MUST sHow THAT rT Is SUBJECT To,EFFEC-
TrvE coMPETrrroNu. THE LEGTSLATToN DEFTNES ',EFFEcrrvE coMpETr-
TION'' AS THE PRESENCE OF AVAILABLE cUsToMER ALTERNATIVES AND THE

ABSENCE OF A SIGNIFTCANT CAPTTVE CUSTOMER BASE. IN ASSESSING

THESE FACTORS, THE coMMrSsIoN MUST ALso coNsIDER THE ABILITv oF
THE APPLICANT TO CONTROL ENTRY AND PRICES TN THE MARKET. ONCE A
CoMPANY rs cLAssrFrED As coMpETrrrvE By rHE coMMrssroN, rr NEED

ONLY FILE ITS RATES AND THEY BECOME EFFECTTVE AFTER ].0 DAYS.

THE STATUTE PROVIDES THAT ONCE AN TNTERLATA INTEREXCHANGE

CARRTER HAS FULLY IMPLEMENTED THE EQUAL ACCESS REQUTREMENTS OF

THE MFJ' A REBUTTABLE PRESUI\,IPTTON ARIsEs THAT IT Is CoMPETTTIVE
AND SHOULD BE CLASSIFTED AS SUCH.

FOR ANY SERVTCE, THE COMMISSION MAY APPRoVE ,,BANDED RATE,,

TARIFFS. A BANDED RATE TARIFF IS A TARTFF WHTcH SETS A MINIMUM
AND MAXTMUM RATE. WTTHIN THAT BAND, A COMPANY MAY CHANGE ITs
RATES SO LONG AS THE MTNIMUM RATE COVERS THE COST OF SERVTCE.

THE COMI'IISSION ALSO WILL HAVE SOME CONTROL OVER THE ENTRY

rNTO THE MARKET OF NEW TELECOMMUNTCATION COMPANTES. THOSE WHICH
BEGAN OPERATTNG AFTER JANUARY 7, 1985 MUST REGISTER WITH THE

COMMISSION AND THE CO},IMISSION MAY DENY REGISTRATION TO COMPANTES

WHICH DO NOT POSSESS ADEQUATE FINANCIAL OR TECHNICAL RESOURCES.

THE LEGTSLATTON SPECTFTCALLY FORBTDS THE REGULATION OF

ONE-WAY BROADCAST OR CABLE TELEVISION TRANSMTSSTON OF TELEVISTON
oR RADro SIGNALS' PRIVATE TELECOMMUNICATToNS SvSTEMS, TELEGRApH
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SERVICES' CPE' PRIVATE STS UNLESS CUSTOMERS HAVE NO ALTERNATIVE
AccEss To LocAL ExcHANcE sERVrcE, AND RADro coMMUNrcATroNs
SERVICE COMPANIES.

THUS FAR' THE wAsHTNGToN coMMrssroN HAs CLASSTFTED L7
TELEPHONE COMPANIES AS COMPETTTIVE. PACTFIC NORTHWEST BELL HAS
FTLED FOUR PETTTTONS TO CLASSTFY SPECTFTC SERVICES AS COMPETT-
TIVE. ONE OF THESE SERVTCES IS CENTREX AND ALL FOUR APPLICATIONS
ARE AWATTTNG COMMISSTON ACTION.

THE LEGISLATTON IS SCHEDULED TO BE REVIEWED BY THE STATE
LEGISLATIVE BODY TN 1989.

DEVELOPMENTS AT THE FEDERAI LEVEL

A GREAT DEAL OF THE LEGISLATIVE AND REGULATORY ACTIVTTY THAT
HAS TRANSPIRED TN THE PAST SEVERAL YEARS CAN BE DIRECTLY ATTRIB-
UTED TO THE DEREGULATION EFFORTS AT THE FEDERAL LEVEL. EVEN
THOUGH CHAIRMAN FOWLER'S LAW REVIEW ARTICLE PROCLAIMS THAT "STATE
REGULATORY AUTHORTTTES HAVE BEEN IN THE FOREFRONT OF RESPONDING
TO THE CHALLANGES OF NEW TECHNOLOGY AND HAVE SERVED AS BEACONS
LTGHTTNG THE wAy FoR THErR FEDERAL couNTERpARTs,', ro/
WE ALL REALTZE THAT STA?E INTTTATTVES WERE DRIVEN BY POLITICAL
AND ECONOMTC PRESSURES EMANATING FROM FEDERAL ACTIONS.

IT IS CLEAR THAT TWO SCHOOLS OF THOUGHTS HAVE EIIERGED
REGARDING THE DEREGULATTON OF THE TELECOMMUNTCATIONS INDUSTRY.
THERE ARE THOSE THAT STRONGLY BELIEVE THAT ONE MUST JUSTIFY
DEREGULATT'N' THAT oNE MU'T JUsrrFy THE pRoposrrroN THAT DEREGU-
LATT.N rs corNc To rMpRovE THE ovERALr, srATE oF TELE.'MMUNT.A-
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CATIONS, THAT DEREGULATION WILL RESULT IN EFFICIENCIES, TEcHNo-

LOGICAL INNOVATIONS, SUSTAINED PRICE REDUCTTONS AND THAT, GENER-

ALLY, THE BENEFITS WILL EXCEED IN SOME APPRECIABLE AMoUNT THE

ASSOCIATED RISKS. THE SECOND SCHOOL OF THOUGHT ARGUES THAT

AMERICA WAS FOUNDED ON THE PRINCIPLE OF A FREE MARKET. CONSE-

QUENTLY, oNE l{UsT JUSTTFY THE ABSENCE oF coMpETrTIoN rN THE

TELECOI\,IMUNICATIONS MARKET PLACE. THIS REGULATOR SUBSCRIBES TO

THE TEACHINGS oF THE FrRsT scHool oF THOUGHT, AND oBVIoUsLy

CHAIRMAN FOWLER SUBSCRIBES TO THE LATTER.

THE BACK TO THE FUTURE ARTICLE GENERALLY CONDEMNS REGULATION

AS 1) DISCOURAGTNG pRrCE COMPETITTON; 2l PROVIDING ONLY LIMITED

INCENTIVES To cUT CoSTS; 3) LIMITING THE cHoIcEs AVAILABLE To

CONSUI'IERS; 4I LIMITING THE ABILTTY oF coMPANIEs To QUTCKLY

RESPOND TO CHANGES, AND 5) MAKING rT DTFFTCULT TO KEEP PRICES

CLOSE TO ACTUAL COSTS. 1I/ THE ARTICLE ENCOURAGES REGULATORS TO

ALLow DOI.4TNANT CARRTERS soME pRrcrNG FLExrBrLrry AND To REMovE

COSTLY STRUCTURAL SAFEGUARDS TN FAVOR OF OPEN NETWORK ARCHITEC-

TURE AND OTHER NONSTRUCTUAL DEVICES. 12/

HOWEVER' THE HEART OF THE ARTICLE fS FOWLER'S pROpOSAL OF A
3.YEAR SUSPENSTON OF REGULATION TO DETERMINE WHETHER COMPETTTION

woulD LEAD TO LOWER COSTS. UNDER HrS pROposED scENARrO, REGULA-

TION OF TELECOM}IUNICATIONS GOODS AND SERVICES WOULD BE LARGELY

SUSPENDED INCLUDING ALL ENTRY/EXTT REGULATION, ALL RATE oF RETURN

REGULATION OF INDIVTDUAL SERVICE PRICES, AND ALL STRUCTURAL

REGULATION IMPOSED BY REGULATORS OR UNDER THE MFJ. 73/ THE
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ARTICLE GOES ON TO SPECULATE THAT SUCH A POLICY WOULD ONLY

ENHANCE UNTVERSAL SERVICE BECAUSE SUCH COMPETTTTON "woULD DRIVE

COSTS TO THE ABSOLUTE MINII4UM." L4/ UNDER THIS PROPOSAL, STATE

REGULATORY COMMTSSIONS WOULD ONLY REGULATE THOSE SERVICES THAT

THEY ARE WTLLTNG TO SUBSTDIZE FROM GENERAL TAX REVENUES. SPECIF-

ICALLY MENTIONED AS A POSSIBILITY WAS LOCAL EXCHANGE SERVICE FOR

RESIDENTIAL AND SMALL BUSINESS CUSTOMERS. THE ARTICLE GOES ON TO

STATE THAT rF THE SUBSIDY WAS PAID FOR BY OTHER TELECOMITTUNICA-

TIONS SERVICES' RATHER THAN TAX REVENUES, THE LOCAL COMPANY

SHOULD DECIDE WHICH SERVICES ARE TO BE PRICED AT A LEVEL NECES-

SARY TO GENERATE THE REVENUES NEEDED TO SUBSTDIZE THE PROTECTED

SERVTCE.

AS AN INCENTTVE FOR THE STATES TO ADOPT

CHAIRMAN FOWLER INDICATED THAT SUCH ADOPTION

DEREGULATION OF THE INTERSTATE ACCESS CHARGES

TELEPHONE COMPANIES. 15/

BASICALLY, MR. FOWLER IS FOCUSING ON ONLY ONE SEGMENT OF THE

SERVTCES PROVIDED---LIFELINE. MR. FOWLER PROFFERS THAT THE STAN-
DARD FOR DETERMINING THE APPROPRIATENESS OF HTS PROPOSAL IS THE

ABILITY TO RETAIN LOW-TNCOME CUSTOMERS ON THE NETWORK. HE

PROPOSES TO MEET THE STANDARD BY PROVIDING FREE TELEPHONE SERVICE

TO THE POOR (ETTHER THROUGH TAX REVENUES OR SUBSTDIES FROI\4 OTHER

TELEPHONE SERVICES). I SUBMIT THAT THTS STANDARD IS GROSSLY

INSUFFICTENT. WHY SHOULDN'T EVERYONE TN SOCIETY BE PROTECTED?

WHY SHOULD ANY TELEPHONE CUSTOMER BE SUBJECTED TO PRTCE GOUGING?

THIS PROPOSAL,

COULD LEAD TO THE

OF THAT STATE'S
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EQUITY AND FAIRNESS ARE THE LEGISLATIVE CORNERSTONES OF OUR

SOCIETY, AND IT IS OBVIOUS THAT THE ECONOMY AS A WHOLE WILL

SUFFER IF TELEPHONE SERVICES ARE PRICED MONOPOLISTICALLY. WHERE

ARE THE EFFICIENCIES IF DE FACTO MONOPOLIES ARE ALLOWED TO PRTCE

TELEPHONE SERVICE WITHOUT REGULATORY SAFEGUARDS?

MR. FOWLER ARGUES THAT HTS THREE-YEAR EXPERIMENT REQUIRES

THE TMPLEMENTATTON oF OPEN NETWORK ARcHrrEcruRE (oNA), rN ES-

SENCE, THE UNBUNDING OF THE PUBLIC SWITCH. HE DESCRIBES ONA AS

THE PANACEA FOR THE TELECOMMUNTCATTONS TNDUSTRY. WHAT, HOWEVER,

WILL BE THE SOCTETAL BENEFITS? AND, AT WHAT COST? AGAIN THE FCC

IS PROPOSING IVIAJOR TELECOMMUNICATIONS POLICY WITHOUT THE SUBMIS-

SION OF APPROPRIATE DATA. I HAVE YET TO READ OR HEAR OF ANY COST

ESTIMATES ASSOCIATED WITH THE ONA PROPOSAL. REGULATORS AND THE

PUBLIC AT LARGE WERE ADVISED OF THE BENEFITS OF ''EQUAL ACCESS".

THE COST WAS rNrrrALLY ESTTMATED AT $2.5 BTLLTON. r SUBMTT rHAT

THE ACTUAL COSTS HAVE EXCEEDED THOSE ESTIMATES AND WHAT HAS BEEN

THE OVERALL BENEFIT TO THE SOCIETY? AT&T STILL HAS THE LION'S

SHARE OF THE LONG DISTANCE MARKET. ARE WE IMPLEMENTING GOOD

NATIONAL POLICY OR ARE WE ONLY PROTECTTNG COMPETITORS IN THE

MARKET PLACE AS OPPOSED TO PROTECTING THE PUBLIC AS A WHOLE?

I FURTHER SUBMIT TO YOU THAT A PROPOSAL TO ELTMTNATE EN-

TRY/EXIT REGULATION MUST BE EXAMINED VERY CLOSELY AND EMBRACED

WITH GREAT CAUTION. WITHOUT EXCLUSIVE FRANCHISES, THERE EXISTS

NO STATUTORY REQUIREMENT TO SERVE. EVEN INDUSTRY MEMBERS AC-

KNOWLEDGE THAT THE ELIMTNATTON OF FRANCHISE AREAS WOULD BE A POOR



13

SOCIAL POLICY. THE INDEPENDENT PHONE COMPANIES SERVICING SMALL

TOWNS AND RURAL AMERTCA GREATLY FEAR DEREGULATION. THEY ARGUED

AT THE RECENT USTA CONVENTION IN SEATTLE THAT DEREGULATION WILL

RESULT IN RAIDS ON THEIR BEST CUSTOMERS, INDUSTRY CONSOLIDATION

AND LESS ATTRACTIVE INVESTMENT RETURNS. A SPOKESMAN FOR MOUNTAIN

BELL, AS REPORTED BY THE WAI,L STREET JOURNAL, HOWEVER STATED THAT

THE SMALL COI'TPANIES ' CONCERNS ARE EXAGGERATED AND THAT ITHE BELL

COMPANIES] AREN'T LOOKING TO DOMINATE THE TELECOMMUNICATION

MARKET PLACE'" T6/ IT IS MY OPTNTON THAT THE REGIONAL HOLDING

COMPANIES POSSESS OR HAVE AT LEAST THE POTENTIAL FOR POSSESSING

THE SA},TE MARKET POWER THAT PROMPTED THE TIRST AT&T ANTITRUST LAW

SUIT. WE MUST, I URGE, APPROACH THE DEVELOPMENT OF NATIONAL

TELECOI{MUNICATIONS POLICY WTTHIN THE FRAMEWORK OF EXTSTING

ANTITRUST LAWS. WE MUST EMBRACE NATIONAL POLICY GOALS THAT WILL

BENEFTT THE ECONOMY AND THE SOCIETY AS A WHOLE. AS JUDGE GREEN

CAUTTONED TN HIS RECENT ADDRESS TO THE CONSUMER F'EDERATION OF

AMERICA CONFEREES' WE MUST NOT MOVE AWAY FROM THE PURPOSES OF THE

MFJ FOR TO DO SO WOULD BE TO DEFEAT THE EFFORTS OF THE FEDERAL

GOVERNMENT AND THAT TS THE ENFORCEMENT OF THE ANTITRUST LAWS OF

THIS COUNTRY.

AS A REGULATOR, I WILLINGLY ACCEPT MR. FOWLER'S CHALLANGE TO

MEET AND HAVE DIALOGUE IN ORDER TO RESHAPE TELECOMMUNTCATIONS

POLICY. HOWEVER, I MUST CAUTTON ALL THOSE WHO JOIN IN THAT

EFFORT THAT I BRING A CERTAIN BTAS TO THE TABLE. BASED ON MY

ASSESS},IENT OF THE SIGNIFTCANT STATE REGULATORY RESPONSES TO
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COMPETITION AND TECHNOLOGICAL INNOVATIONS, SOI{EONE MUST FIRST

ANSWER THE FUNDAMENTAL QUESTION: WHAT IS HOPED TO BE ACCO!'l-

PLISHED BY DEREGULATION OF LOCAL SERVICE THAT CANNOT BE ACHIEVED

WITH RESPONSIBLE REGULATION? I SUBI4IT TO YOU, THE ANSWER IS

NOTHING.

THANK YOU LADIES AND GENTLEMEN FOR YOUR ATTENTIVENESS AND

FOR ALLOWING ME TO SHARE MY CONCERNS WITH YOU THIS MORNING.
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