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NYNEX Proposal For Assistance To
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The success of the Act will be measured, in large part, by how effectively

the Commission uses Section 254 to bring the benefits of the information

superhighway to schoob, libraries, and health t:are providers in all areas of the

country. The critical questions are (1) what services should be supported; and

(2) what discounts and other mechanisms are necessary to ensure that these

entities have affordable access to such services. In contrast to the large amount

of data in the record ab<'ut high cost areas and sUbscribership, the Commission

has relatively little information about the needs of these entities. Therefore, the

Commission needs to gc!ther additional information from the educational,

library, and health care 'ommunities before moving forward on these issues.

With regard to the first issue, the Commission should not attempt to pre-

determine what telecom munications services should be funded through the

universal service fund fqr schools, libraries, or health care prOViders.

Telecommunications services are only one component of the packages of

services, hardware, software, and professional training and support that are

needed to bring benefits of the information age to these entities. The controlling

issue is the application to which these technologies will be applied. For instance,

if a school needs interactive video conferencing to allow students in rural schools
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to attend classes in urba n areas, the school might need video monitors,

microphones, computer controllers, cable inside wiring to each classroom, and

high capacity dedicated facilities linking the various schools. Internet access

could be accomplished with quite different computer hardware and software,

and with ISDN or even voice grade lines. Simply making telecommunications

services available, without the associated equipment and software and

professional training and support, and without an understanding of whether

those services will meet the user's needs, would not accomplish the goals of the

Act Moreover, the needs of each entity will vary in the years ahead as new

technologies and applications are developed.

In addition, it is not obvious that the goals of the Telecommunications Act

of 1996 are not currently being met with regard to health care providers. Section

254(h)(1)(A) requires telecommunications carriers to prOVide service to rural

health care providers at rates that are reasonably comparable to the rates

charged for similar sen'ices in urban areas. Since the LEes generally offer rates

that are averaged throughout their study areas, they may already be in

compliance with this requirement

The Commission should develop a plan that allows the schools, libraries,

and health care providers to define the services for which they need support by

the universal service fund. For instance, the Commission should establish an

Education Telecommunications Council with representatives from public and

private schools, the telecommunications industry, State and Federal government
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agencies that deal with education, and providers of educational computer

software and hardware, professional training and educational research and

evaluation, to develop proposals to enable schools to obtain access to

information technologies. Such a council, modeled on the Commission's

experience with the Network Reliability Council, was called for in a recent

Aspen Institute Report l

The Commission should avoid adopting an inflexible universal service

support mechanism that would dictate a standard set of services to be provided

to every school or library, or that would specify a particular discount on each

telecommunications service. Such a "one size fits all" approach would probably

not meet the needs of these entities, and the prescribed discounts might not be

sufficient to allow them to obtain the services they need. In addition, it might be

difficult to administer a prescribed discount in the future where some or all

prOViders no longer file tariffs that can be referenced for the "undiscounted"

rate. Also, the Commission should adopt a mechanism that would allow these

entities to solicit bids for telecommunications services by aggregating the

demand for all similar pntities in the state, or in multiple states. If the carriers

could seek compensation from the universal service fund for the discounts that

they would have offere(! for such aggregated demand even in the absence of a

universal service fund, It would do nothing to expand the availability and

1 See also letter from American Telemedicine Association to Honorable Reed
Hundt, dated March 5, 1996, proposing a telemedicine advisory council to
review and advise the Commission on the needs of health care providers.
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affordability of telecommunications services. For these reasons, the Commission

should adopt a flexible plan, such as the plan outlined below, that would apply

Section 254 in a manner that would enhance the ability of state authorities to

obtain services at the most affordable price.

The Commission Should Adopt The NYNEX Education Plan For
Support To Schools.

With regard to assistance to schools, NYNEX proposes that the

Commission adopt the NYNEX Education Plan (/lNEplI
), which would give state

education administrators the greatest flexibility to use universal service funding

to obtain access to telecommunications and information services.2 The NEP has

the following elements;

-With the assistance of the Education Telecommunications Council, the
Commission would develop an "educational vision" of the services that would
be made available to every school and classroom in the nation.3

-The Commission would then estimate the total nationwide costs of
providing telecommunications services, including inside wiring, to achieve the
educational vision. The Commission would divide this amount by the number
of students to develop a Benchmark Price per student. The Benchmark Price
would be applied to a Benchmark Discount to develop the amount per-student
that would be supported by the universal service fund. 4

2 Exhibit D describes the NEP in detail. A similar plan could be developed to
fund telecommunications services to libraries. The Commission would
determine the amount to be funded per-library, with an adjustment for the size
of the community served by each library.

3 For example, the Commission could use data such as the estimates by the
United States AdVisory Council on the National Information Infrastructure,
regarding the costs of wiring all of the nation's classrooms and libraries with
advanced telecommunications. See United States Advisory Council on the
National Information Infrastructure, "KickStart Initiative, Connecting America's
Communities to the Information Superhighway," January 1996.

4 See Section 254(h)(1 'i(B).
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-The Commission would then estimate the total nationwide costs of
providing telecommunications services, including inside wiring, to achieve the
educational vision. The Commission would divide this amount by the number
of students to develop a Benchmark Price per student. The Benchmark Price
would be applied to a Benchmark Discount to develop the amount per-student
that would be supported bv the universal service fund. 4

- Each school would develop a proposal for bringing information
technology into a classroom. The school would submit the proposal to a State
Authority for certification that the proposal was consistent with the educational
vision. The State Authoritv would have the ability to vary the level of the
discount applicable to each school if that were necessary to achieve the
educational vision. However, the average discount for all schools in the state
would have to equal the Benchmark Discount, and the discounts would have to
be within a range set by the Commission.

-After a school's pnJposal was certified by the State Authority, the school
could solicit the best market price for the telecommunications services it desired
to purchase. The school would inform the telecommunications carrier or carriers
of the Benchmark Discount that would be applied to the purchase price in the
form of Telecommunicaticins Credits, along with an account number assigned by
the universal service fund administrator. Bidding carriers would incorporate that
amount as a discount on the total charges for the services in question.

-The telecommuni( ations carrier that was selected by the school to
provide the telecommunll atiens services would SEEk reimbursement from the
universal service fund adrninistrator for the amount of Telecommunications
Credits, and bill the schori i for the remainder.;

-The state could su pplement this discount with additional credits for
intrastate services that we uld be funded by a state universal service fund, or with
other alternative support nechanisms, as permitted by Section 254(f).

This plan would h;,ve several benefits. It would delegate decision-making

to those who know the m )st about the types of telecommunications services that

are desired, and the amolnt of support that each school needs -- the state

4 See Section 254(h)(1)(B).
5 The school could pro"ide a certified letter specifying the amount of

Telecommunications Cre,Ets that applied to the services purchased from that
carrier. The carrier woul! t submit the letter to the fund administrator for
reimbursement.
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since the customers, rather than designated carriers, would determine the

amount of assistance that would be applied. It would allow the schools to

negotiate the best deals they could with telecommunications carriers, since the

Telecommunications Credits would be applied against the total amount bid by a

carrier, which presumably would reflect the amount that the carrier would

charge to a similar customer for a similar volume and!or term purchase. It

would not tie funding to any particular technology. and it would allow the

schools to decide from 'lear to year how to apply the funds in the most cost­

effective manner.
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EXIDBITD
Page 1 of3

NYNEX EDUCATION PLAN

Under the NYNEX Education Plan ("NEP"), the Commission and Joint Board would
refrain from attempting to identifY the specific services required by a school in order to
bring information technology into the classroom. Rather, the Commission, working with
both the Joint Board and the Education Telecommunications Council recommended by the
Aspen Institute Report, would establish an "educational vision" that would describe the
nationwide goal for connecting schools to the information superhighway. Using this
vision, the Commission would then establish a Benchmark Price to implement it, and both
the Commission and The Joint Board would define a Benchmark Discount that would
form the basis of the educational funding required of the Federal Universal Service Fund
("USF") as mandated by the Act.

Schools would be provided with the flexibility to determine how best to accomplish the
educational vision given the unique characteristics of their students, their infrastructure,
their personnel and the other sources of funding for information technology. A State
Authority would be given the responsibility to certifY the proposals put forward by
individual schools or school districts as being consistent with the educational vision. This
State Authority would be given the flexibility to vary the Benchmark Discount within
Commission prescribed ranges in order to meet the funding needs of individual schools.

The NEP proposes that the Commission adopt as its educational vision the "partial
classroom model" contained in the Kickstart Initiative. This model would connect half the
classrooms in America over the next five years at a reasonable cost. The costs of
accomplishing this objective were identified by McKinsey and Company to be:

$ Millions
Element Initial Ongoing

Connection to School $ 1,715 $ 1,030

Connection within)chool $ 5,025 $ 410

Hardware $13,740 $ 1,130

Content $ 3,505 $ 1,715

Professional Development $ 3,665 $ 2,435

System Operation $ 1,220 $ 810

TOTAL $28,870 $ 7,530



EXIDBITD
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The telecommunications related cost (connection to and within the school) are $6.74
billion for the initial deployment and $1.44 billion for ongoing maintenance and usage.
These values would have to be verified for reasonableness and, if found accurate, would
be used to establish a Benchmark Price per student to achieve this educational goal. The
Benchmark Price would be applied to a Benchmark Discount to determine the total level
of Universal Service funding

To evaluate the reasonableness of this plan, the USF was calculated assuming that the
Benchmark Discount for initial costs would be set at 75% for initial costs and at 50% for
ongoing costs. This would result in the following USF requirements, assuming the NEP
was introduced in 1997 and phased in at a rate of 25%, 25%, 20%, 15% and 15%.

$ Millions

Year Initial Costs Ongoing Costs Total

1997 $1 )65 $180 $1,445

1998 $1 )65 $360 $1,625

1999 $1,(110 $505 $1,515

2000 $ 760 $610 $1,370

2001 $ 760 $720 $1,480

After the initial five year period, ongoing funding would be at a level of $720 million,
assuming no other change~ were recommended in the NEP.

This level offunding would be converted to a per-pupil dollar amount. This would
represent the Benchmark level of funding at the Benchmark Discount level within each
state. A State Authority would be designated to certify the individual proposals prepared
by schools or school districts. These proposals would describe the schools' plans to bring
telecommunications technology into their classrooms. The State Authority would certify
that the school had a proposal that would implement the educational vision as outlined by
the Commission.



EXHIBIT D
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The intention of the NEP is to provide both the individual schools and the State Authority
the maximum flexibility in accomplishing their respective tasks. The State Authority
would have the ability to vary the individual discount provided to a school if that were
required to implement the educational vision. However the average discount would still
have to equal the Benchmark Discount established by the Commission and Joint Board.
The Commission would establish ranges within which the State Authority could operate.
These ranges could be 25~o - 100% for initial costs and 20% - 90% for ongoing costs.

After the school's proposals were certified and the discounts were established, the school
would submit the certification form to the USF Administrator. The USF Administrator
would establish an account for the school and credit the account with a number of
Telecommunication Credits reflective of the authorized discount and the number of pupils
enrolled in the school.

After notification by the USF Administrator, the school could seek to establish the best
market price it could for the telecommunications services that it needed to purchase. This
could be accomplished in any manner the school wishes to pursue and by dealing with any
telecommunications carrier or carriers. When purchasing services, the school would
inform the carrier of the number of telecommunications credits that could be applied,
along with the school's account number. The carrier would seek reimbursement from the
USF Administrator for the' Telecommunications Credits, and bill the school for the
remainder.
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Universal Telecommunications Services for Elementary and Secondary

Education and Libraries

Ladies and Gentlemen, If the Board: You have decisions to make on implementation of

the Telecommunications Act \Jhich are pivotal to the quality of American education in the next

century. I am pleased to rerresent the chief state education leaders to offer advice on your

decisions.

At long last we have tht provision of universal services in telecommunications for schools

and libraries. Public school·.. and libraries are now the universal providers of educational

opportunities in the United StJ! es. They are at the core of preparing children and adults for civic

responsibility, for economic !)roductivity, and for partiCipation in our society. They must

prepare students with and for use of current technologies ,md those of the next century. It is,

therefore, essential that the cOlcept of "universal service" becomes integral with the concept of

universal education. Access ro telecommunications capacity in all schools and libraries is

essential for the development )f full individual potentul and for each individual to contribute

to the well-being of our natiol ..

Learning to use telecommunications capacity today is now a basic, or foundation, skill.

In earlier times the technologie' were slates, chalk boards, pens and pencils, books, slides, films,

ditto machines. Today the ba~1Cs are computers, softw<lre, data bases, and telecommunications

systems for all students. But, natch that description of "basics" with the facts. Less than 10%

of our students have access to 1 he Internet. Moving the percent of access to 100%, that is what

universal service is all about.

Since 1984 the world h 1S stored more information in digital formats than in traditional

books. At the press release ftf our Council's report, "Umted States Education and Instruction

through Telecommunications" I 11 June of 1995, three high school students from Prince William

County, Virginia discussed th( If world wide search on Internet for their science project. They

started in a traditionallibran but could not find the resources needed until they began their



electronic search on the Internd that took them around the world. They discussed their project

with scientists in San Diego, london, South Africa, and Australia. They collected their data and

sent it electronically to a super computer that analyzed it and created 3-D graphical presentations

for their report. These stHdents are part of the 10%. They demonstrate what can be

accomplished when the reSOll'ces are available. All their colleagues must have the same access.

Books and libraries ha'\ I.,' been the foundation re"u "rces of schools since the 1700s. Such

systems served the world and especially the United States well until recently. The creation of

electronic libraries and the avallability of Internet services is changing the way students learn and

teachers teach. Access to inf lrmation technologies is no longer an add on to education, but

fundamental for all learners an,l teachers. A student or teacher without access to online services

and distance learning is at a s gnificant disadvantage; in short, they have an unequal education

opportumty.

How can the provision., of the Telecommunications Act, recommendations of this Board

and Commission rules, help b! mg universal telecommunications access to students and users of

libraries?

1. Commission rules for "special services": In addition to requiring that core residential

services are available t,) schools and libranes, at "just, reasonable, and affordable rates,"

the new Telecommunil at ions Act requires that "special services" be provided to schools

and libraries at afforchble rates. All learners should have online services from their

classrooms to access vc Ice, data and interactive vide(). "Special services" should include,

at a minimum, local an' ! long distance tranSll11SS10n services to provide two-way voice and

data communication th "oughout the world, access to information services throughout the

world, and additional s,'rvices covered by Section 254(h). Such "covered services" include

(i) unbundled broadbard switching and transmission capacity capable of delivering high

quality video; and (iii classroom and library Kcess, including high-speed, broadband

circuits to the building'demarcatlOn" point, and inside wiring to all classrooms, offices,

libraries, and computt workstations.

We urge the Board tc recommend that broadband communications capability to the

classroom be establishe {as the standard for "special services" because that is the standard

being adopted today 1 , the most technologically advanced schools across the country.
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If we settle for anything less, our schools will be technologically behind before the

Commission ·~omplet!·s its work. Iowa, North Carolina, New York, Texas, Utah and

Ohio are already mov,ng to platforms that can use such technologies today. Advanced

efforts must be suppoled and others .?ncouraged to follow the same path.

2. Commission rules for 'ervices to schools and libraries should be flexible enough to allow

for school districts to Like advantage of services at varying levels of capacity. Schools and

libraries do not need Jarticular technologies or technical solutions, but the ability to

perform certain fUnctl1 JUs. The best approach \vill depend on what is practical and cost

effective in a given situ."tion. For this reason, the Commission should include a full range

of service options up tc and including the highest level described above. The rules must

assist a district commer surate with the district's currently installed technology programs

and plans for the use ( f advanced technologies.

3. Commission rules she uld provide that individual school district services be consistent

v.rith state educational relecommunications plans and services.

4. The Commission ane the states should establish subsidized "lifeline" rates for those

school districts which annot afford the needed telecommunications even at discounted

rates.

5. The Commission has flexibility in calculating discounts for the special services for schools

and libraries. We reiommend a method that will ensure affordability for the large

majority of schools ane libraries. The method is based on using the competitive market

price or a surrogate for rhe market price for each service (if no such market price is readily

ascertainable), and ther provides for a discount from the competitive market price. We

further propose to aHo' \" the carrier, at ~uch time as sufficient data is available, to establish

a floor for the rate or a partIcular special "erVlce at the Total Service Long Run

Incremental Cost of p'oviding that service.

These summary points are amplified in the Coalition filing CCSSO has made before the

FCC and this Board with otb t~r education and library associations. This filing provides details

of bow the FCC and the Join' Board can ensure the full potential of the Act serves all students.
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T11e Council's review )f state technology plans under the Goals 2000 program clearly

indicates that states are movi ilg to make learning through telecommunications basic to their

educational programs. In 1989 Peter Drucker discussed the need for American workers to have

the skills that enabled them 1 ) find information, analvze that information and to work with

teams to make decisions about hat information. He described these skills as very different from

our traditional education mo del of knowing facts. Lester Thurow in his latest book, "The

Future of Capitalism" describes the shift in worldwide economic power to brainpower

technologies as opposed to ! lW materials and manufacturing. Both Drucker and Thurow

emphasize that the future ec( nomic well being of the nation is dependent upon more of our

people mastering brainpower technologies associated wlth computing and telecommunications.

Both indicate that the econ, ,mic strength in the 21 st Century depends upon the uses of

technology to increase the be Illpower of their citizen~..

The decisions you mal~e on this board concerning affordable rates for elementary and

secondary schools and libn nes must ensure that ,ill A.merican students have access to

telecommunications and comp' ,ring resources the students from Prince William County, referred

to earlier, used. As exciting J.S is progress at some schools, school districts, and states in

developing technology <lpplic. rions for learning, we must still remember that less than 10% of

our classrooms have access to II ternet. TelecommunicatIOns costs are a major barrier to realizing

access by all students. We ur;e you to help remove tbt barrier.

-30-
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DISCUSSION OlJTLINE

I. REGULATIONS PRO\1ULGATED BY PENNSYLVANIA PUBLIC UTILITY
COMMISSION

: Regulation passed in early 1980's (Title 52 PA Code, Chapter 64 Standards and
Billing Practices for Residential Telephone Service) addressing Payment and Billing
Standards, Credit and Deposit Standards Policy, Interruption and Discontinuation of
Service, Suspension ot' Service, Termination of Service, Disputes; Infonnal & Fonnal
Complaints, Restorati( m of Service, Public Information; Record Maintenance, Annual
Reporting Requiremer'ts

: Provides for multiph.' balance format on residential customer bills to break out:
- basic service (includes installation, providing/restoring access lines, dial tone,
touch tone, handling of unpaid checks) Does not include premise visits for
installation of lew service.

- toll service Cdl toll billing regardless of carrier)

- non-basic services (includes all other services on bill)

: Primary purpose to ,~stablish and enforce unifonn, fair and equitable residential
telephone service standards governing administration of customer account, leading to
retention of basic dial tone service for payment troubled customers

II. PENNSYLVANIA HISTORICALLY RANKED AMONG STATES WITH LOW DIAL
TONE RATES

: Pennsylvania Local Exchange Telephone Companies charge among lowest flat rate
dial tone monthly rates in the U.S.

: Optional Measured-;ervice provided by numerous companies helps provide low cost
dial tone access

: Lifeline Service recently available (offered by Bell Atlantic-PA only)
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III. HISTORICALLY HIG/f MARKET PENETRATION LEVEL FOR LOCAL DIAL TONE
SERVICE

: Pennsylvania, prior to Chapter 64, had and continues to retain, one of the higher dial
tone penetration level~ (approximately 95% at inception of Chapter 64 & today about
97%)

IV. REGULATIONIPOL/C Y HAS GENERATED UNSEEN IMPLICATIONS

: Local Exchange Telephone Industry has experienced approximately 300% increase in
uncollectibles since in-:eption of Chapter 64 regulations, versus states where services
are permitted to be telminated for any unpaid balances

: Percentage of uncollcctibles increased on average from less than 1% to over 3% ( a
range from 2-plus % 10 over 4% with industry average exceeding 3%) for the Industry
in Pennsylvania since Chapter 64 (under $1 million to over $75 million)

: Complexity of billinl~ system requirements generates customer confusion from multi­
balances and extensivt time required for explanation to customers

: Delays in suspending customers who are not paying & large number of repeat
customers having prohlems paying

v. SUMMARY

: Need for objective, ,;ritical analysis of perceived social benefits verses legitimate
social costs

: Pennsylvania regulation/policy has no doubt facilitated achieving a higher dial tone
penetration level, helping ensure individuals remain on the network

: Pennsylvania has tht' largest "rural" population of any state

: Pennsylvania ranks ,econd (behind Florida) in having a very large, older population
base

: Pennsylvania has historically reflected a high penetration level of customers with dial
tone service. Under ('hapter 64 procedures, however, a substantial increase in
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uncollectible/written off accounts has occurred, losses from which are subsequently
shared by an entire cllstomer base

: Administrative/implementation costs not recognized when initializing compliance
with Chapter 64-like regulations (significant data proc:essing/billing system expense
typically experienced in setting up detailed billing system), day-to-day training
expense for customer contact persons, and administration for service office personnel
to handle accounts, along with complexity for customers/company alike to minimize
human errors

: In today's competiti'e market place, those able to avoid incurring costs experienced
by their competitors,~osts attributable to Chapter 64-like regulations, have distinct
cost/market advantagt to pass along to customers (requirement for regulatory parity for
all suppliers of competing services). The Chapter 64 requirements have caused
companies to substantially increase their office work force, some double that of
comparable operation~, in states not requiring multiple balances on customer bills
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Mr. Chainnan and other Members of the Joint Board, thank you for the opportunity to be
here today and to address issues so important to the future of rural America. It is fitting that this
discussion is taking place in the context of a Federal-State Joint Board. This nation's
telecommunications system has been, and will continue to be, a system comprised of the best
ideas of both Federal and State policymakers. I am happy to say that for the past year or so I
have been a non-voting member of the Communications Committee of the National Association
of Regulatory Utility Commissioners (NARUC) and I know first hand the experience, dedication
and expertise that the State Commissioners and their staffs bring to this discussion. I am honored
to have been asked to share some ideas with you here today.

Background RUS

I am the Deputy Administrator of the Rural Utilities Service (RUS), a policy, planning
and credit agency of the United States Department ofAgriculture. The Rural Utilities Service
has been promoting universal service in rural America for almost 50 years -- through targeted
lending, technical advice and policy guidance. Rural Utilities Service borrowers serve
approximately 40 percent of the landmass of the country, which is roughly one-halfofthe rural
landmass. My statement here today, and our filed comments, concern all of rural America, not
just the portion served by Rural Utilities Service borrowers and is technologically neutral ­
applying to wireline, wireless and satellite service.

The Context of Rural Ameri~

Rural America is part ofour national consciousness, part of who we are, where we came
from and represents how much of the world views us.

It is important to put rural America in context. Here are some facts about rural America:

• Rural America comprises 80% of the landmass but only 20% ofthe population ofour
nation.

• Rural America supplies 18% of the jobs and 14% ofthe earnings of the country.

• Over the years, rural communities have experienced significant population out-migration.
People have moved to urban and suburban areas seeking better jobs and education. For
the first 140 years of our nation's history, most people lived in rural areas. But by 1990,
only 20% lived in mral America.



• While some rural areas, such as recreation, retirement and those near urban centers have
grown in the last five years, the population of many rural areas continues to decline.

• The number of farm-based jobs is declining. Over the past 20 years, the percentage of the
rural workforce employed in farming has decreased from 14% to 8%. At least 80% of
rural residents are supported by non-farm employment.

• The largest and growing share of rural jobs comes from the services sector, which
employs about 50% ,)f rural workers. Manufacturing jobs employ another 17% of the
rural workforce.

• Real earnings per job remain lower in rural areas than in urban areas.

• Rural America contains 535 counties suffering from persistent poverty. In these counties,
20% or more of the population has been below the poverty level over the past 45 years.

In sum, rural America is immense, sparsely populated, diverse, complex and changing.
These challenges will be effected by the decisions of the Joint Board and the FCC in this
Docket.

I would like to share a story with you. About a year ago I sat down with some 20 young
rural Americans. They were high school students from around the country, handpicked leaders -­
representing rural America's best and brightest. They wanted to know about my job as Deputy
Administrator of the RUS. But their story was far more interesting to me. I asked them what
they wanted to do when they grew-up - most all wanted to go to college, and they wanted to be
doctors, teachers, accountants, nurses, farmers and yes -- like most of you, lawyers. I asked for a
show ofhands about how many planned to go back home for their careers -- three raised their
hands. The students who were not going home said that there was no real opportunity for them
at home. When I asked if they would go home if they had the same type ofopportunity as
elsewhere -- almost all said they would go home to their communities. This is part ofour
challenge, and telecommunications can address some of these issues. When the world can come
to your kitchen table in the middle of the Great Plains -- you are a member of the national and
global marketplace ofcommerce and ideas, as well as a member ofyour local community.

Our Commitment to Universal Service

This country has been committed to the concept of universal service for almost a century.
Not only was this the right thing to do, but a universally served system was more valuable than a
system which did not reach us all. This principle ofenlightened self-interest also applies in
today's world of international e-mail and information flow. One ofthe founding principles of the
Administration's National Information Infrastructure (NID initiative was to "extend the
'universal service' concept to assure that infonnation resources are available to all at affordable
prices." Last April, at President Clinton's National Rural Conference, Vice President Gore
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elegantly explained why it is so important to ensure that all rural Americans had the opportunity
to benefit from the infonnation age. He said the real test is whether, after all is said and done,
small rural hometowns, like his own of Carthage, Tennessee were connected. And just last week,
while signing the new Fann Bill giving the Rural Utilities Service an expanded Distance
Learning and Telemedicine Loan and Grant program, President Clinton stated that expanded
investments in infonnation infrastructure "will ensure that all Americans, regardless ofhow
remote an area they live in, will have the opportunity to better their lives and share in the
economic growth spurred by the revolution in information technology."

Mr. Chainnan, and other members, all these universal service concepts have been
embodied in the Telecommunications Act of 1996.

The Telecommunications Act of 1996

Through the Telecommunications Act of 1996 (Act), the President and the Congress
codified a strong commitment to universal service. The Act recognizes that competition in the
telecommunications industry is good, can bring choices, lower prices and improve customer
service. The Act also recognizes that competition will not,come to all areas of the nation at the
same time and may never come to some. Great distances and small populations mean that rural
areas may receive the benefits of competition later rather than sooner. Therefore the Act
provides a strong, evolving, universal service base to help ensure that all have the opportunity to
contribute to the future of our nation.

Response to the Notice

The President and Congress have charged yo~ the Joint Board, and the FCC, with
developing the nation's new universal service system. This is no small task. You must balance
existing universal service mechanisms with the new Act. You must balance competition with
universal service. You must balance good rural infrastructure with not so good -- and even
nonexistent -- rural infrastructure. And you must balance cost with the long-tenn principle of
providing advanced telecommunications services. These balancing acts are overlayed by our
economy which draws investment to areas of greatest return.

As the Notice ofProposed Rulemaking (Notice) shows -- there is no easy answer, but
there are lots of good questions. The Rural Utilities Service believes that one of the best ways it
can help rural Americans is to comment on who gets paid - and for what. In my former life, I
practiced law. Lawyers love tests. So, in thinking of how to respond to the Notice, the Rural
Utilities Service devised a five-pronged test (RUS-Test) for universal service. The Rural
Utilities Service believes that in order to meet the universal service provisions of the Act, any
system devised to provide universal service must:

1. Provide incentives for competition. The system must provide incentives for
competition and new entrants. The system should not, however, artificially support competition
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in markets that cannot sustam multiple universal service providers.

2. Provide an adequate safety net. The system must ensure that rural residents can
receive services of like quality, type and perfonnance as the typical urban or suburban resident.

3. Provide for a chan~in~ infrastructure. The system must be flexible enough to maintain
good, improve inadequate and serve the unserved with universal service infrastructure - whether
wireline, wireless or satellite. The facilities built or maintained must be cost effective and must
be capable ofevolving - migrating - to the changing definition of core services and must not
inhibit the evolution to the inclusion ofadvanced services.

4. Provide affordable service. The system must ensure that core services are affordable
in both monthly charge and initial service connection cost, anticipating possible revenue loss to
new entrants.

5. Do no harm. The best parts of the rural infrastructure are a national treasure - the new
system should not dismantle the good parts ofwhat has taken so long to build.

Applying the Test

Ifa system meets this five-pronged test, the Rural Utilities Service believes it will comply
with the Act and the concept of universal service.

In our filed comments, we applied the RUS-Test to the three universal service systems
referenced in the Notice. We found that it is a useful tool. None of the referenced systems, the
current universal service system, a bidding system or the Benchmark Cost Model system, met the
test. However, we found that by applying the test, we could suggest a modified cost model
system which would pass the test. We urge you to consider this approach. We also believe that
once the Joint Board adopts a test, the other issues raised in the Notice will fall into place.

It is also important to put the Notice, and the universal service funding issue, in context
with the access charge and toll separation issues. Universal service is linked to these and all
other universal service mechanisms.

Conclusion

In conclusion, rural America is challenged by those same things that make it so
compelling -- space, distance, scope and diversity. The Act has created an opportunity for the
Joint Board, the FCC, the states and all of us to playa part in the future of this most
quintessentially American part ofour nation. We should all think broadly and long-term. Thank
you for the opportunity to be part of this process.
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BIOGRAPHY
WILLIAM BAILEY
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Mr. Bailey has worked for Southwestern Bell Telephone Company for~Ver ~

28 years. He has worked with public service commissions in all five of .,
SWBT's states. For the last eleven years he has worked in Missouri. .:i

His current responsibilities include the management ofa $35 annual
investment commitment by SWBT, which was part of a settlement
agreement between SWBT, the Missouri Public Service Commission and
the Office of the Public Counsel. This investment commitment
cO:lcentrated on dist3nce learning, t~lemerlicine a..id rural develvpment.

Mr. Bailey holds an undergraduate and masters degree in economics, both
from St. Louis UniversIty.

SUMMARY OF REtvfARKS

Mr. Bailey will discuss several teleniedicine trials currently underway in
Missouri and will make four recommendations to the Joint Board:

1. The definition of :rural

2. The types of services that should be considered by the Joint Board

3. Recommendation for a separate fund that identifies an explicit subsidy

4. Federal support should complement and not duplicate existing state
initiatives.



SUMMARY OF REMARKS TO THE JOINT BOARD
Joseph Tracy, Director of Telemedicine, University of Missouri Health Sciences Center

1. Missouri Telemedicine Network Overview

Large Scale Public - Private Partnership

Technological Challenges

Telecommunication Costs to Rural Areas

Service Delivery (Clinical, Administrative, Educatio~)

2. Problems with Separation of -For-Profu- vs. -Not-For-Profit" Hea1thcare Facilities

3. Rural Needs in TelemedicinelDistance Learning

4. The Community Center Approach

5. Pricing

6. The Future
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Summary of Remarks' Before.
The Federal' Coinmunications Commission

. April U, 1996
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The American Telemedicine Association is pleased to provide these coIDJ1lentS
to the :Federal CommunicationS Commission regarding' universal telephone
service. ATA is the only national non-profit association targeted to promoting
telemedicme. The association's membership is composed of $e nation's
leading profession3.1s··and. organizations actively engaged in the field of
telemedicine. I\TA's . voting membership are indiViduals from medicine,
academia, and the health care, technology, and telecommunications industries.

The goal of the American Telemedicine Association is to help all people gain
access to healch care where they need it, when they need it, with an ecoIiomy
of COSt, and with consistency of quality. The promotion and regulation of'
telecommunicatIons services are a critical element in meeting .this goal bUt must
take into consideration .the larger context in which telemedicine is moving
forward. An imponant scripture' in medicine is "fIrst do no harm". The same
should be troefor federal or state governments as they look into ways to help
promote the deploymenr of telemedicine in the future.

I suggest that three principles be considered by this body before deliberations .
are made about any specific policies or programs that might.' affect
telemedicine.

1. Any policy action taken by the FCC to promote telemedicine sh~uld

refrain from requiring the consumer to use.' a particular
telecommunications proVider or modality for the' dclivery of
telecommunications. The rapidly changing nature of telecommunications and
telemedical teclmology and the newly competitive character of the
telecommunications. industry makes it irrelevant to describe the future
telecommunications needs of health providers in terms of only existing wireline
delivery nor for specific telephone, cable. or wireless networks. The specific
type of telecommunications services needed for telemedicine varies
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