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Sprint does not believe that unbundling loop elements and

offering such elements to competitors at wholesale rates is a

sufficient basis for relaxing the regulation of (much less

deregulating) LEC interstate access services beyond the measures

discussed in Section II above. Resale alone does not ensure long

term, viable competition, because a reseller is dependent upon

the underlying carrier -- the entity against which it is compet-

ing -- for key facilities. True competition requires the pres-

ence.of two or more facilities-based alternative access provid-

ers.

The presence of facilities-based competitors was a key fac-

tor in the Commission's analysis of competition in the interex-

change market. In its order granting AT&T nondominant status,

the Commission noted that: 20

...AT&T faces at least two full-fledged facilities-based
competitors. Both MCI and Sprint have nationwide net
works that are capable of offering most consumers an
alternative choice of services relative to AT&T. In
addition, there is at least one other nationwide facili
ties-based provider (WorldCom, formerly LDDS/WiITel) ,
which primarily serves the business market and could
enter the residential market segment, and dozens of
regional facilities-based carriers. There are also sev
eral hundred small carriers that primarily resell the
capacity of the largest interexchange carriers. We
believe that the significant excess capacity and large
number of long-distance carriers limits any exercise of
market power by AT&T.

Until these conditions are present in the local services market,

deregulation of interexchange access services is not warranted.

20 Motion of AT&T Corp. to be Reclassified as a Non-Dominant
Carrier, Order released October 23. 1995, ~70 (FCC 95-427) .
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IV. IT IS PREMATURE TO CONSIDER IMPLEMENTATION OF STREAMLINED
REGULATION FOR INTERSTATE ACCESS SERVICES.

As part of its Phase II analysis, the Commission has pro-

posed to condition streamlining on a showing of actual competi-

tion by the LEC (~127). It further proposed to use the analyti-

cal framework used to streamline AT&T's services as the basis for

relaxing regulation of LEC price cap services (~128).

As an initial matter, Sprint would emphasize that the local

markets --.both local service and interstate access are

nowhere near the point where streamlined regulation is at all

warranted. As Sprint and other parties demonstrated in previous

filings in CC Docket No. 94_1,21 the LECs retain bottleneck con-

trol over exchange access facilities, and what competition may

exist is minimal. Competitive access providers (CAPs) account

for less than 1% of access revenues; cellular carriers, PCS pro-

viders, and cable and utility companies pose even less of a com-

petitive threat than do CAPs. Even in Nynex's LATA 132 -- which

the Commission has found is one of the most competitive access

markets in the country -- Nynex receives 96% of Sprint's access

dollars, either directly or via CAPs, despite Sprint's policy of

giving as much of its access business to CAPs as they are able to

handle, given service standard and cost considerations. Under

21 See, e.g., Sprint Corp.'s Reply Comments filed June 29, 1994,
pp. 28-29.
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these conditions, there is no justification for granting stream

lined regulatory treatment for any interstate access service.

Sprint would further note that there currently are no mecha

nisms in place for measuring market share, demand responsiveness,

or supply responsiveness in the interstate access market, three

of the factors which the Commission has proposed to use in con

sidering whether to streamline access regulation. The Commission

is only now soliciting comments on proposed reporting require

ments that would apply to companies that provide access to inter

state telecommunications services. 22 Once reporting mechanisms

have been adopted, it will take several data points before any

reasonable analysis of competitive trends can be made. Thus, it

is premature to try to assess whether the three factors proposed

by the Commission (market share, demand and supply responsive

ness) are comprehensive enough, or even whether the requisite

data are available, for the analysis needed here.

As discussed in Section III above, Sprint believes that any

analysis of whether streamlined regulation is warranted should

focus on whether the criteria on a comprehensive competitive

checklist (such as Sprint's "Essential Elements of Local Tele

phone Competition") have been satisfied. Legal and regulatory

barriers to entry and expansion must be eliminated; equitable

interconnection and compensation arrangements must be estab-

22 See TAPS Public Notice, supra n. 16.
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lished; equal access to numbering resources must be available;

universal service support and embedded subsidies must be

resolved; and rational and equitable regulations for both incum

bents and new market entrants must be established, before the

existence of effective and viable competition in the local serv

ices market can be posited.

Sprint agrees with the Commission's tentative conclusion

that market share should be one of the major factors to be con

sidered in determining the level of competition in a given market

for purposes of streamlined regulation (~143). While it is not

at all clear at this point what level of market share erosion

would indicate the need for additional regulatory flexibility for

the provision of interstate access services, Sprint would note

that AT&T was not afforded streamlined regulatory treatment of

its interexchange Basket 3 (business) services until it had lost

approximately half of its share in that market to its competi

tors, which included at least two national, facilities-based

IXCs, numerous regional facilities based IXCs, and hundreds of

resellers.

Once the structural barriers to competition have been

removed, and the presence of actual, facilities-based competition

has been established, it might be reasonable to allow price cap

LECs some additional pricing flexibility in the provision of

interstate access service. For example, LECs' downward pricing

flexibility might be increased to -15% at the service band level;
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certain filings might become effective on shorter notice and with

less cost support; and the ability to target the application of

the productivity offset to baskets or service categories beyond

the RIC and CCLC might be granted.

v. IT IS PRUITLESS AT THIS POINT TO SPECULATE ON THE CONDITIONS
UNDER waICH NONDOMINANT TREATMENT OF INTERSTATE ACCESS
SERVICES WOULD BE WARRANTED.

The Commission has stated that it would consider aLEC non-

dominant and forbear from price regulation when it is shown to

lack market power (~152). It has thus sought comments on

"whether any LECs are likely to lose market power for any geo-

graphic and product markets in the foreseeable future, and if

not, whether it is premature at this time to adopt rules govern-

ing nondominant local exchange carriers at this time" (~155).

In principle, Sprint agrees that LEcs should be eligible for

nondominant regulatory treatment when they no longer have market

power in the provision of interstate access service. However, at

this point, it is fruitless to speculate on when this phase may

be reached, and impossible to identify what specific, measurable

criteria should be adopted to define when this phase has been

reached. There are so many unknown factors which affect the com-

petitive landscape -- RBOC entry into the interexchange market,

the viability of CAPs, and the development of new technologies

such as PCS, to name only a few -- that any attempt to set the

terms under which nondominant regulation of price cap LECs is

warranted is bound to be either too lenient or too harsh. There
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is time for the Commission to reexamine the issue of LEC deregu

lation, and deferral of this issue to a later date is clearly in

the public interest.

VI. CONCLUSION.

As discussed above, the Commission should adopt three meas

ures to rationalize access pricing as part of its Phase I reform:

phase out the CCLC and RIC; allow price cap LECs to implement

zone density pricing even if they do not have operational

expanded interconnection arrangements; and expand zone density

pricing to include the CCLC and local switching elements. The

Commission should also adopt a comprehensive "competitive check

list," such as Sprint's "Essential Elements for Local Telephone

Competition," as a tool for assessing whether barriers to com

petitive entry into the local services market have been removed.

Once the criteria on this checklist have been satisfied, and the

presence of actual, facilities-based competition has been estab

lished, it might be reasonable to allow price cap LECs some addi

tional pricing flexibility in the provision of interstate access

services.
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ESSENTIAL ELEMENTS OF LOCAL TELEPHONE COMPETITION

1. FRANCHISES AND ENTRY REQUIREMENTS

'''''..... or IocII .-rIctions that limit or prohibit competitors from off.ring • full range of local
....phone lerviols .nd rlgulmory requlraments that unrusonably restrict marUt entry must be
aboIiIhed. 8peclfically:

'01GIU1/y1 fllDC.... - No firm IhouId hive In ucIuIIvt franchite. IiaenM or certfflClte
to provide focal telephone 1eMce.

No Nttd to Pm.. Ext-DR S.M£ff", ,,,,,,,,,u.-No new martel ennnt should
have to prove that the Incumbent's lelVa illnldequ~eas I prerequlstt. to off.r competing
local t.lephone lelVlee.

No O/,erlm/nflffon Ani"" NtwM,,*,, IntrInfI - No laws or ,.gulltlonlshould impose
more onerou.,t; l'8qul...m.nts on new mlrtet .ntrants thin apply to Incumbent t.l.phone
companies or discrimln.te I\, "Init new martet .ntrants. However that does not mean that
new m.rtr.et .ntrants should be subj.ct to the same ragul~ory requi...m.nts IS the incumbent
local telephone company (see below).

Egu.' Ace•• to Bight! of WCY - Arty .xcluslv. or pref....nti.1 tre~ment of pole, conduit
and rights-of-w.y of the incumbent IocII t.'ephone compan)' must be .liminated so that new
entrants have access to those rights of WI)' on the same rates, t.rms and condttions as the
incumbent.

No UnrN,on,bl. Btqulrtm.nff for M.rlrft Entry - Entry into a local telephone
market should not be artificially restricted by unreasonable requlr.ments imposed on
new market entrants (e.g., raquiramtnts to offer f.cillties.blsed lervice to 100~ of a given
geographic ....., excessive performance bonds, extended certification proceues).

gUld Pro QuOf ,hould not be «Condition ofM.,*" Entry - Entry into a local
telephone market should not be contingent on actions of the incumbent local
telephone company or unreasonably delayed by lengthy, cumbersome regUlatory
proceedings concemtd with i1f.defined. open-ended issues (•.g.• no local
competition authorized until and unless the incumbent local telephone company
...aligns its current rates. or no local competition until and unle.. a comprehensive
unive,...1 .ervice protection/subsidy replacement plan has been developed. debated
and adopted by ~ulators).

o
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2. INTERCONNEcnoN & COMPENSAnoN

lnI.rconnec:tion of IoCII ....phone nItworU It rNIOMbIe rillS II erlUcal to local telephone competition.
Competing networks Ihoutd be Interconnected 10 that customers can ..Imlellly nteelv. calls that
0ItgJnat. on lnother came'" networt Ind pIaot calls that terminlte on lnoth.r carrie". netwott without
claUng ..... digits, Plytno UIrI, or doing Inythlng out oftht ordlnlry. New mettel .ntrants should be
Int.rconnected with IncUnbenr provtders In I menner that gJVIS them ...mtess integrllion Into Ind use of
teal t...phone compIny lignilling Ind Int.roffice networts in I menner equlvllent to that of the
InQIrnbent local telephone compeny.

",,""'bit ComptftJlfloa for c.tI TtrmllJlfion - Mutual compensation for call
tennination Ihould be Nt at a leYel that encourages the deYelopment of competition and
Interconnection while covering the .ssociated colts. Compensation should:

.. economically viable - not Nt 8t a leYel that make. provision of competing local
urvit:e uneconomic (e.g., ut 8t a leYei ~ater than the market price of Jocal ..rvice);
.. • dmlnl-.tlvely .fflcl.nt .ndmlnlmlz. clrrI.r contllcD - structures that are
simple and easy to verify (e.g., ft8t rat. charges);
erNt. Inc.ntlVN tor comptIt/tIve InfraWueture development - ~rd greater
investment in infrastruetur.. deyelopment by local telephone compiny competitors;
Minimize competJt/ve d/stotfJon. - not di.courage .ntry into all segments of the
market;
Not be a ~rc. ofunlverN' ..rvlc••u".,dy - should not be designed to produce
contribution, sUbsid~s, or uniY.rul.ervice support;
Promote competitive Innovation - not tied to existing local telephone company price
structure, so a. to force new market entrants to mimic existing pricing structures; and,
Not mirror exlalnt/ .cc.... ch.1f1'. I.vel. - compenufion biNd on cunnt Iccess
charges will be uneconomic.

Uniform Stlndlrrl' ,nd Admlnlrtretlvt Int'r£onntcffon - Besic nltwott functions must be
proVided in I nitionilly unlfonn minner, Ind confonn to qUlllty Ind interoperabillty Itlndln:lS. The
incumbent must cooperate in ordering, billing, circuit provisioning, melnt.nlnce and ,.pair.

S,rvlc, unbundling - The incumbent local telephone company's ..rvices should ...flect an
unbundling of s.rvice components 10 that a new mark.t entrant is not forced to purchase
services that it does not want in order to obtain .ssential tel.communications capabilities.
Unbundling should be performed in response to a bona fide ..-quest.

Colloctf/on - Collocation of facilities to achieYe int.rconnection should ,.flecl two
characteristics:

CoI/ocdon It Iggregatlon pol"" - collocation should be made at the IocII t.l.phone
company's primary aggregation points ('.g., tandems, central office,...rving wire
centers); and,
Phyalcal or vlrtu.,- collocation can .lther be physical collocation or virtual collOClltion
that is economlcalty and technically equlYalent to physical collocation from the
perspectlye of the Interconneetor.
o
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3. NUMBERING RESOURCE ISSUES

Non-dilcrtmln8lory ICCeII to numbering .-ources .. crttIcIl. The following numbering l'8IOurce
..... I'" crttical:

'£Uff•Ttltphont NumbtrJ - New entrantllhould MY. non-diacriminatory
access to suffici.nt blocks Of "Jephone numbers (I.•.• access to NXXs) to offer _rvlee.

Numbtr f'oI!I"llter - CuIlomers mUll be IbIe to cIuInge _rvtce proYiders Ind reteln the
.me IocII ....phone number It the Ame~ (MIVice provider number portIbftlty) without
IIIvtng to dial utrI digits or be burdened by .....r lClUoniln order to Ichieye number
portability. Interim number poItIbillty mechlniImI,such IS remote cell forwarding, Ire In
Inferior fonn of number portability that IrnpIlrs I new merkel entrInt'II8fVIce, Ind such
lmpIirmenllhould be refleded In inlerconnedion charges.

A'em Ip .ndInc'fIIIon In DA. UDf. NN. ..Ud octwRtttbHtllDtI r".bpn,
DllICfOCfu - Competltiv.IocaIMrvice proyiders should be Illowed·to have their customers'
telephone numbers Included mtelephone directories, directory ISsistlnee, LIDS, AIN, lOOlnd
other datlblses Ind hlv. IcceSS to such l"lISOurces eqUilin prlee, functionality Ind qUIHty IS
do incumbent IocII telephant l)f'Oyid.rs.

Acc", to '11« TBS ,ad4oc.' Optl'ltpr Stryf£tf - Competitiv. local s.rvice
providers should hIIv. access to 911, relay S.rviClI and operator ..rvices provided by
the incumbent local telephone company on the sam. terms and conditions as .njoyed
by the incumbent local t.l.phone company.

Number Admlnllttltf0n - Numbering policy must be broadly dev.'oped and
administered in a competitively neutral mann.r. Th. local .xchang. carrier must not
be able to control the administration and assignm.nt of numbering ,..sources. NPA
assignments must be handl.d in a n.utral and non-discriminatory manner.

o
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, C. UNIVIRIAL SlRVlClS&ItIIORT & EMIIIXBII".,
ComprfIIIon 1MUnlytrHl Stn1qt. Local ..rvice competJtlon .nhances universal
..rvice. CompMItion for access ..rvicIs and competition in the IocII ..rvice ma~et Ny well
ltirnulltl .. c:IIYeIopmtnt of new products, ltimulat. demand and produce high.r ..venues
..NmIngI for ... incunbent IocII telephone company juS( as competition in the intert.ATA
long diItMCI market did for ATIT.

'mblfdld....,..Should Cpt TlIDfIflontcl'nY. In order to encourage
efficient competition in all market Mgmenta, It is important to eliminate
UNtCOll'tOl'lrVdnor..cclfnllldti·ve subsidi.s embedded In telecommunications pricing
atrucIureI over a reasonable transition period ('.g., reduce aeee. ch8rges that a.. priced
IUbItIntiIJIy above COltS and raise thole rates that .,. substanti."y below costs.)

Explicit SulMlrtI". Subsidi.s to pres.rv. univ.rsal ..rvice should hay. the following
characteristics:

Explicitly ldentlfltd. If subsidies are required, they should be explicitly id.ntified
rather than embedded in various prices;

N'" Band Tal'flflf/ng. If subsidies are required, th.y should be needs based
either on a showing of low income by consum.rs or bas.d on s.rvice to high cost
areas;

Ikoad-Band Support. If subsidi.s are required, a" tel.communications ..rvice
providers should contribute to such subsidies in a competitiv.'y neutral manner
based on their telecommunications revenues net of payments to intermediaries;

Neutral Admlnlw.tJon. Collection and distribution of subsidies should be done
by a neutral administrator;

Only Ba,'e If,.,d.nfl., T",phon. S.rvle. Subsldlztd. Only basic resld.ntial
telephone s.rvices should be lubsidized, limit.d to (1) lingI. party Iocals.rvice,
(2) access to touch tone dialing, (3) access to carriers of choice, (4) access to
operator ..rvices; and, (5) access to .merg.ncy (911) I.rvices.

Competitive 'ce,.. to Subsldl... If subsidi.s are required, then all competitive
local telephone ..rvice providers should have the opportunity to receive such
subsidies when seleded by an .Iigible customer.
a
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--lHf'trtatIt'"""'ilion oIIlI9Umbtntl ,ndNtw M,rIttt (mag· As long u there Is
nat perity in the martetplace. therelhould not be parity in regulation. Regulation of local
....phone prcMderIlhoufd be I func:tion ofmartet power _ welf _ the 'ncumbent telephone
oompIny's ability to IeverIge Is control of _ntil' fldJJtJes. As long _ the Incumbent local
....phone provider po....... IUbItIntillly more marUt power thin new martel entrants, It Is
8pprOprIIte to IUbject the Incumbent to greater ~ulatory oversight.

IlImlnttlon of"'"II. ,,"""'0. T,.sltional ra"'se regulation should be
..ndoned and replaced with appropriately designed price and Nrvice reguldon to
provide the appropriate incentives as competition emerge•. Traditional rate-bas., rate
of retum ~ulation creates a regutatory Iftdisposition to.void actions that could
affect the incumbent's revenues/e.rnings (•.g., rules that prohibit competitive entry
Into local telephone mark~) and seek out mechanisms to ensure revenue neutrality
for the Incumbent (•.g.. -make whole- compenlltlon rnechlnilms in intraLATA toll mal1tets to
f'ICOver competitive revenue losses). Tradition.' rate-bile regulation Iiso contnbut.s to
uneconomic Infrastructure In~nt tncentlves Ind discourages etrtdent pricing and cost
rttductions. Insteld, appropn..if#ly Ityted pr1ce Ind service regUlation. with pricing rules to
transition rate. to more etricient levels. enables IocII telephon. companies to respond to
emerging competition, Ind prevents Cl'Dll-subsidization and lbuse of martet power.

Imputrt10n In c:tetennining the price floor for their cOmpetitive serviels, Incumbent local
"ephone companies Ihoulclimpute in the aggregate the lime charges for ....nti.1 netwol1t
aervices Ind functionality IS are paid by their competitors to them for the ume services Ind
functionality plus the costs of other services and func::tionallties actually used by the incumbent
telephone company.

" ...1' &Shlring. Telecommunications services .nd functions should be provided
without .ny ,.strictions on re.,l. and sh.ring. provid.d that resale il of the same
cI.ss of s.rvice (e.g.• lhould not be able to ...package and reselllocll residential services as
business services).

proylde, ofLeft R"Rtf In a competitiv. mark.t, the,.. is no provld.r of last resort,
only competitors, .n ...king to provide services to customers. Becaus. incumbent
local telephone companies typically hay. universal coverage, .ven though competitors
.,. entering the ma~et, reguletors should continu. to ,..strict incumbent telephone
companies from exiting markets or market segments until competltiv••rtematives
become avaDabie (I.•.• being the carrier of "st resort). However, restrictions on
market exit should diminish al competition develops.
D
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