
tremendously by modical specialty and the current state of teChnology being deployed.

2. Any telecommunications policy to promote telemedidne should be considered in a larger
context of the infrastructure promotin& the development of the entire community. To be
most effective in providing medical and related health services to the point of need. telememcine
should be integrated into a telecommunications infrasa:uctU.re that is a shared community
resource for hea.Ithcare, education. commerce, banking. shopping, and enlertainmen1. 1bis takes
advantage of economics of scale and promotes integration of different applications as part of a
larger community-wide telecommunications network.

3. Finally, it is important to recognize that telemedicine, like telecommunications, is a
rapidly changing field. Policy actions affedin& telemedicine should recognize this by
building in a periodic review and redirection of established policy. Tclcmcdicine is becoming
of great interest to investment capitalists and the health and communications industries. We
expect rh.is interest will yield substantially increased investments in research and development
leading to rapid progress in the design and delivezy of medical care over the next decade with
developments that are unforeseen today.

The following summarizes the comments that ATA has submitted to the FCC under the current
Notice of Rulemaking regarding universal service.

Physicians and allied health proViders currently use practically all forms of telecommunications
services in prOViding health care from plain old telephone service to advanced Tl connections
through ATM SWitches. The level of telecommunications service that are necessary depends on
the type of medical service needed. Providing follow-up consultations between physicians or
between patient and health care provider may only require a simple conversation on the phone.
or use of the internet. However. direct real-time examination of a patient in an emergency
situation may require high quality interactive video with parallel high speed digital imaging.
Also, the acmal communicatiom; link may originate at either end and, therefore, include both
incoming and outgoing calls.

ATA believes that the Commission should consider two approaches to ensuring appropriate
telecommunications services are available for rural health services. First, the FCC should take
steps to ensure that all rural health providers have local ACCESS to certain core communication
services that are not now available in many rural areas. Second, special urban-eomparable rates
for providers of rural health care should be applied to all levels of available telecommunications
services for qualified health care providers.

We suggest that the Commission consider. within this Rulemaking, ways to guarantee local
access to two core services for health care providers serving rural residents: access to the
internet and £be ability to send and receive high quality digital images. Accessing these two
telecommunications services are fundamental to enabling all health providers, regardless of
medical specialty or level of tr<lining, to render quality health care to rural populations_

The Commission is struggling to determine which telecommunications services should be made



04/09/96 14:55

available to health providers serving rural areas at "rates that arc n:asonably comparable to rates
charged for similar services in urban areas in that State"!. We feel that eligible
telecommunications services should cover the full array of telecommunications services that are
available to eligible health providers and Dot be limited to outgoing or incoming calls. ISDN
happens to be a popular choice of service for many involved in telemcdjdnc at the moment.
However. limiting discounted services to only ISDN service would artificially limit the choice
of the health provider to one level of service for use in delivering medical care when services
above or below ISDN may be a better choice. The choice of appropriate bandwidth or level of
service to be used in delivering proper medical care, just as the choice for appropriate
intervention strategies, should remain in the hands of the health care community.

In seeking to identify comparable rates the Commission should also be aware that many high
speed lines are charged by the telephone companies on the basis of mileage from the local
exchange. For rural facilities this greatly expands the cost of accessing such services.
Providing comparable rares between urban and rural areas should inzlude provisions eliminating
or adjusting mileage charges.

It is disturbing that the definition of eligibility for discounted services does not specifically name
individU2l health care practitioners serving rural residents through private practice. In the most
remote areas of this country these individuals are often the only available source of medical care
for many miles and are among the most in need of access to advanced medical care through the
use of telecommunications technologies. We hope that the Commission allows enough flexibility
in irs fmal rulemaking to allow these individuals to participate in the benefirs offered under this
program.

Biography of lay Sanders

Dr. Sanders is presently Professor of Medicine and Surgery at the Medical College of Georgia
where he has an endowed Chair in Telemedicine. Prior to assuming his present responsibility
as Presidenr of the American Telemedicine Association he was director of the relemedicine
program at the Medical College of Georgia and was responsible for designing the statewide
telemedicine program. He also serves as a Senior Research Scientist at the Georgia Institute of
Technology. and a Senior Advisor to NASA on telemedicine. He has spent the majority of his
professional career in teaching, health care research, and for over 27 years, in the development
of interactive telecommunications as a means of addressing the problems related to quality, cost,
and access to care. Dr. Sanders is presently involved in the design and implementation of an
Electronic House Call system.

1996 Act sec. 254 (b)(]\(A).
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REF: Health Care Providers Panel
Shelby Hoffpauir· President
Cameron Telephone Company

This presentation descnbes the Telemedicine Project Cameron Telephone
Company is involved with between the South Cameron Memorial Hospital in
Cameron, Louisiana and the Moss Regional Hospital in Lake Charles, Louisiana.

The success of Ihe project and the benefits that the community has
obtained are pointed out.

The presentation is concluded by stating that Cameron Telephone
Company strongly supports the charges of Telernedicine in the rural areas being
offset by the U.S.F. Fund, however, they have a concern of the mechanics of the
procedure. Specifically, if the rural telephone companies are required to bill their
Telemedicine customer no more than the urban areas are billed, Cameron
Telephone Company respectfully encourages this Board to give consideration to
the complications of the mral telephone companies determirung the urban charge.
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As with the rest of rural America, South Dakota seeks to meet the basic, rem~ia1, ::;
and enhanced educational needs of our K·12 students as we approach the net!._. i c.E
millennium, preparing them with not only a basic education but also the skiIfj;~~ en
compete effectively in the global economy and to excel in a workplace where a '£
myriad of information technologies have bea>me common tools. Rural education
leaders face this challenge while confronting the realities of limited physical and
human resources in addition to isolation from many cultural and learning assets.

Telecommunications has played a central role in efforts to address these needs. It
has been identified as a critical tool to address current and future educational
challenges. Therefore, there is a paramount need for a common, ubiquitous
telecommunications infrastructure that economically meets the specific technical
needs of current and foreseeable educational applications. The financial
contributions of the Universal Service Fund will certainly facilitate this endeavor,
but only in so far as it helps to address the need for a robust public infrastructure
upon which to establish a "Smart School and Classroom" learning environment.
Equally important, that infrastructure must flow to the classroom level. That is,
access to school buildings is only part of the solution. Connections to
telecommunications resources must extend to classrooms to ensure an adequate
level of access for ongoing, relevant teaching and learning experiences. Thus, the
overall universal access plan should balance the importance of access to school
buildings with access to classroom environments where staff and students conduct
the day-to-day business of schools.

Clearly, telecommunications tools and resources are vital to the teaching and
learning process associated with the Infonnation Age. American schools have
made progress with acquiring new tools such as computers and peripherals, but the
~oal must be to provide appropriate access for all students. Much like students of
the past have needed their own textbooks to gain adequate access to information for
learning, today's students need ready access to current information tools such as
computers. Currently, the computer density in America's schools is about one
computer for nine students While gains in computer density are applaudable, the
only acceptable density is ongoing computer access for all students. Much like nine
farmers could not successfully share one tractor, nine students can not share one
computer or a school can not share one telecommunications access point to
accomplish meaningful leaming experiences for the Infonnation Age.

At the current time, the biggest barrier for schools and libraries across rural America
is the lack of affordable access to bandwidth capable of supporting current and
emerging data and video networks. Virtually any school or library could achieve

/



dial-up access offering a limited level of data networking capability. Howeverl this
access comes with a high price given its limitations and the high costs associated
with long distance calls necessary to access an appropriate point of presence.
Regardless of how access is accomplished, whether by dial-up or higher bandwidth,
the fact is that within rural areas carriers are forced to extend their lines great
distances at great costs to provide service for a very limited number of users. The
correspondingly high costs are generally passed on to users making access
prohibitively expensive.

The needs of rural 1<-12 education and libraries are diverse and fundamental. Many
school leaders perceive a robust public infrastructure will enable K-12 educators in
rural settings to:
• l~verage administrative, tcaCA~ing, and educationa! tools & resour~s,

• overcome remoteness - from cultural and learning assets such as libraries,
museums, and science centers, and
• use technology as a tool:

- to better engage students in the learning process
- to promote and heighten students' comfort level with technology as a tool
- to facilitate more productive, authentic learning activities
- to access enhanced learning resources no matter where those resources may be
located.

Across rural America there is a need in our schools and libraries for a
communication infrastructure capable of supporting applications far beyond the
cur:ent capacity .."'If ~~e existing public voke neh\·orks. Applications such as d~stance

learning, data networking, and vidcoconferencing require a vastly new and
enhanced narrowband, wideband, and broadband network infrastructure that meets
many specific technical and functional requirements. Such a network must be:
• Ubiquitous - universally accessible even from the remotest regions of rural
America
• feature Rich - providing si,:Jecific features and functionality beyond mere data
transport
• Robust - sustainable in the face of the rigors of growth and extensive public use
• Standards based - supportmg universal interface and networking standards and
protocols
• Secure - being able to preclude access to unwanted, inappropriate information and
protecting privacy
• Survivable - exceeding standards of today's telephone network - the information
network services must not be interrupted.
• Addressable - offering the ability to connect and communicate with a specific
person or persons easily and securely on a dial up basis
• Switched - providing circuit, packet, channel type SWitching: each capable of
meeting requirements of specific applications
• Symmetric - supporting two way or multi-point communication prOViding equal
bandwidth both ways
• Cost Effective and Scalable - capable of meeting a broad range of locally



determined needs rather than providing a "One size fits all solution."
This new network would operate at narrowband rated from 64 Kbps to 144 l<bps,
wideband rates from 144 Kbps to 45 Mbps, and eventually at broadband rates of
multiples of 50 Mbps.

The impact of the Telecommunications Act and its universell service provision on
rural America's schools is tremendous. The strongest scenario seeks the balance
between the needs and resources of corporate America and the needs and resources
of schools and libraries. Generally, private competition has generated favorable

- pricing once an infrastructure is in place. However, past efforts such as creation of
the railroad or highway system in America have required. the infusion of public
resources to establish an infrastructure. In light of this historical perspective, forcing
corporate America to absorb much of the cost of infrastructure deployment for high
level. universal service to schools and libraries could be counterproductive.

On the other side of the balance, the assumption that schools and libraries currently
have the necess~TY resources to achieve adequate universal access is simply untrue.
The balance that achieves adequate universal access must extend sufficient support
to schools and libraries to bridge the resource gulf that currently prevents many
educators and students from using telecommunications tools that are so vital for
success in today's teaching and learning process.

Given that it m~y be counterproductive to impose the costs of infrastructure on
corporate America, and that schools and libraries do not possess the resources for
this task, it is imperative that government resources be available to establish the
high level infrastructure stipulated by specific sections of the Telecommunications
Act.

When my farmer grandfather made a decision to shift from horse-powered farming
to tractor-powered farming, he discovered that the transition required an infusion
of more resources, not just shifting current resources. In addition to a tractor, he
needed. to buy fuel, oil, tires, plows, planters, and cultivators. He needed to view his
expenditures as a long term investment leading to significant benefits. Schools face
a similar dilemma. Shifting from textbooks, pencils, and paper to computer and
telecommunications tools requires more resources as well as new thinking about
what are vital tools for accomplishing relevant education in the Inform~tion Age.
In the long term, expenditures for a telecommunications infrastructure establishes a
school environment that provides students with learning experiences that are
critical to America's continued productiVity and success.

Also, certain realities cause consternation in rural states such as South Dakota.
• First, rural America lacks the market and resources to support the competitive
environment envisioned by the Telecommunication Act. Without appropriate
state and federal incentives, establishment of the robust public telecommunications
infrastructure will likely be delayed in those rural areas most in need of these
benefits_



• Second, the universal service provisions designed to help schools and libraries
meet their communication needs by providing supplemental funding are a positive
and much needed first step. However, further initiatives are required to insure that
the communications infrastructure to be established will adequately support the
demands of present and emerging applications.

The Telecommunications Act with the Universal Service Provision holds out
tremendous hope for schools and libraries across rural America. For decades,
visionary school leaders have worked to extend information resources and
opportunities to students in rural, isolated settings. The Telecommunications Act
can serve as the equalizer for meaningfully bridging the information gap between
rural and urban students. As an educational leader in a rural state, I thank you for
the opportunity Lo share my perspective and I look forward to interacting with you
in coming months.
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Good morning The Federal-State: Joint Board on Univ~l Service ha~ been ii~ t.n
r"'~ .{,

extremely important taSk in the morum abeMi. Not only will the recommendatiu~ you make
~-"}

gready iDlp<t(:{ the: final manner in which the Telecl.lDullllnic.atiOll5 Act of 1996 is ~

implcou=nted - but you will!Je shllJ!;ng the future of telecommunications services in the

United ~ta.tes.

W;thin the universal ~ervice secUUll of this revolutionary law is the Snowc

Rockefeller-Eml1-Kerrey provision that 'Pertains to schooll-:, lihrarics. and rural health care

providers. This momlng's ht>,;mng is focusine on the educational component ur thil;

provision, and I am grateful thllt I have the opponwury tn lihan: ray thoughts on this issue:_

During the crafting or this kgiJliht.ioll in tk Scoote. I ClOd other memN.>~ TP.rJlf!ni/.ed

that we ruw llll oppnrtllnity !o do more than simply open the: Lc:lecommunications market to

(",ompetitioD -- we also had :m uPIJnrmnity to prepare our children and grdlll:k.hilrlren for the

fUUIH:_ One of the mo~t important aspects of the infl ,,-mauon superhighway is Its potential 10

transmit infonnallon :u;ross trarli,ional boundaries of time :md space This has dramatically

changed thc way American school children team and j~ influence will onIy Incre~ iu tbe

future_ As a resulL ldcconununications can help m; provid~ a worlrl class education to

children across America.

1 believe that prou,line 11m students with OCCesB to the Internet tI",1 nthcr

tckcl1mmunications servlC{'S is critical bC'L'.lmsL: aJthough education i5 still rhe weal I!ifualiyr

in our society, t'~hlUiLion 0'1 irs own will not be enough lU preplHe todny';\ studcnte for the

global economy they willmter. If 1111:' next generation of American workers i, ~lIillg to win

I

{~1--<...
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the econonuc '"tech wars" of the: 21st l~entury. we must ensure that roday,s students - who nre

romorruw's Mlorhrs - have cqUlll access to the rCDlarkfthlc puwcr and t<l5O\lf'CC:; of the

tecbnologicw revolution thaI IS ~il1g the country. Our children will k competing in 11

global eo.1TKlrtlY where knowJcd~e is power. Our future ItS a nation depends on our

children' 6 abU1ty to matl>lt:l rl'c: mob and slci1ls~ in th:u eClmnmy.

And how actively involved are our smnf'!nts at preparing for the economy aftl'll: ruturc::

today? Sadly. the average middle s(}hool student /lOW only IJ~ Ll CU/IlPutc.r for ""'0 Haul'S par

week. Tbig nwn~r is even lower "mung ruml students. Considering the fl1Cl thC'lt .finy percent

afaB johs ill the year 200U will raquire a VJorking lllowledge ofjn±ormation technologies, thil'l

number must be 1ncreasru

Earlier this week, the ChaimllUl of the Pedcra:l Commumcations Commis~jnn. Reed

Hundr. Ci:lIl1C to my home Sr.a.te of Maill~ to view the aprliootions ofthese infunnittlon

technnlllgi~~ at a local middle school already co£u1OI.:It:d to the '''information f:uperhiBhway:' As

ha was able to obSl:rve:, the placement of these technologi~s ill the classroom serves a critical role

in inercnsmg student usage - antlLJILil1Jdtcly ~dcnt underr:tanding.

Tagree with House Speaker Newt Gingrith who said that it the country Cloem', IigulI;

out a way to bring the infllmation a2C 10 the country's poor. lhen we: are buying our6elv~~ 8

21st century of enormous clOIJ\estk pain. 11,e:reforc. if we want young peopk lu actively usc

the technology ur 11t~ futur: so it becomes second nature 10 rhc:m, we mU:l1 ensure: that

~chools arc fl.ll1 partner" in the NOllioual Tnfnnnation infrastrUCture.

As I am sure othC'[ win emphasize this morning_ 50 p~rc:cm of all schools in the

l1nilr-tl States hao'c :lome access to the Interne! Howeyer. only nine percent of intlividluzl

classrooms in public ....:110015 are actually connected to the Illterne:t. Among ~chools with

fewer than 300 students, a::.cess 1~1 The Intern.,;l i3 only ]9%, And ftllly :'\2% of the: IUral

schools in AJ11rnca ha....e no access to the Internet whatsoever, in my home State of Maille, a

l'urvey by the Main~ Dcp.u'tmc:nt of EdUQation is curremly lInd.. lway to determine the "hook-
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tip rdlt:" in the State. Allhough this SlIlVCY is not yet completed, we dn know llu1l marc thlUl

26 school districts CI11rc:.~ting 3S schoolS have direct aL:Cc::s:s to the Internet through the

Ifniverl'ity of Moine system.

And the rule of libraries in the educatiun prOCC::5:5 i:l cqW\lly importAllt. Nl\1 ullly do

uume:rO\1'1 l'rtUdents access local pllhlic libraries for research, but for many adults, access to

information technologies UL1:1Y only be available at local lil,ranc5. However. the U.S. Nanoni41

Commission on Libraries and Jnf(,rmation Services found that Ulily 21 per~nI of America':>

Iibniries hav,",~ to the: internet, and oftho!l:e:: lihraries serving fewer than 5,000 pcople, only

1 j percent are on-line. III Maine, of the 11)2 librari~s that have responde<1 to a recerlt Mllille::

Department uf Education survey. 97 db nor hllVt~ afT} computers at ali. And lIr d,e 95 thnt d()

baye computers, we do "nr yet 1Iiow how many are ..on·line..... Fortun21.tr;ly. the access of

Maine's schools and librnrie~ "-ill increase:: dramatically in the months aheal1lL'i the result of a

recent ruling by the Maine l"ublic Utilities Commission. Bcginn~ t.bi:; summer, NYNFX

w:ll he funding the estahlishment of (i lu"ta communications network ill fhe: State thnt will

connect 1,200 SChllllls and libraries to 'the Intemt"l, rund student and teacher lrdinin~. and

provide at least one compUltr for thO5\; tac1.l1bes thaI CUITt:JJll> '''lYe. nODt..

But nationally, what 15 the retl.Son for rhis gap hclwc:cn access llnd connection, or

between b2ving HC(,.e~~ or not hnvinp: any access III ,,11" Mort: Ul!lll g thirQ of wI ~hC't1h.: .::itC'

cosTly It:lc.:comml4nicClr!o1lS rl1l~..; as the primnry barrier to maximi.,.ing the usc of their

relet.:uuulHmications cnpabil ties.

Tn .w\lilion. rural ll\;hool& ~nd librdrit>-s mually pay more for acc.es,... 10 information

servIces truIn schools and Iihrancs in urban areas bec,llI~C the lllforn1ation seI"ice pro\lid~r"

UU not have access pomts 10 loc.al ailing regions, meaning ttl;u fill/il ~(.hOQI3 nnd Iibrarieb

must m:lke ~ lon8 t.fut3nct' telephone call to 'i(':~t:~S the Internet and other infull11ation

oervicc8. Therefore, it is llllpe:rativc that access tht: ulformarion superhi$way be afforuable.

lx-.callSe: America's school, and public Iibraricll operalC on ....ery q!lm, iu.flexible budget<;.
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And in the spirit of Teddy Roosevelt, the Snowe-Rockefeller~Exon-Kcrreyprovision

was designed to give all ofAmerica's srudenl.'f -- utban and rural -- a "Square Deal" in school

hy ensuring equal access to the wonderful technology of the future that we see here today.

While this provision laid our the broad parameters of affordable access, your Joint Board on

Universal Service is now assigned with the responsibility of "filling 'in the details" on this

. portion of the taw that is now governing our nation's telecommunications providers.

As you craft your recommendations for the types of services that will be available to

schools and libraries within the universal service fund, I would encourage you to focus on

the needs of our children as we enter the 21st Century. A wide variety of servi~es will

become commonplace in the workplace of tomorrow. much as the fax and desktop computer

have become commonplace today. Therefore, the broader your vision -. the better prepared

the students of tomorrow can be. In addition, because of me specific needs of rural areas, I

would also cncout'age that you fulfill this law's requirements -- and one of its underlying

goals -- in a manner that ensures we do not create a nation of technological "haves" and

"have nots" based on econoIDlc or rural-urban boundaries. Not every school may may want

precisely the same services, but as with the intent of the Snowe-Rockefeller-Exon-Kerrey

provision, the goal is affordable access. Let's be sure that a lack of sufficient access is never

the reason given for our children being unprepared in the future. Thank you.
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!: ~ PQst-l~ fax Note M-t:.;h-
!be Houorable !.c=1 Hundt \, 1 To

C~D. lcdcta1 cWununifl40DS Commission ~bllL-,P;~l.lJj...u.L-~.L.UL..L...LJ~r~~

1919 M StreCt~ N.W. i ,J b-~'-::~~..:f!---~:;:;:;-;ii'IT""'::-in;';;lS\7~1
,WuJililiton, D.C. i:,)
l)oar Mr. Chaimum: !

I -~-- ---"'--: "; i
1am writing with Eel: to imp1emontaiiDa. of the wUvcnal1Crvil;c p(OviJio~ of~

TeleccmmUJlicatioftS Act of 1, . In pmlcu1ar~ -I ...am 10 coInmcnt on~~ 2S4(h\ of the;
Ae.t which provides for Ip.ci '~orA1 service fundiq mcc:baniJlnl 10 eMUl'e 8CCess1to
teleoom.rmulica.ti~ 8of\'ices ~r,s.ok, hmriel aM hospitals.

As you may kDoUf•.e 'b i5Aing llleunina linb" to Amlri;a'.;.cbcola has l~lbeen 11
priOrity Df mine_ Section wu 'preeede4 by 1eaillationlauthorecl in &be 103d. d"DJre88
(H.ll. 31536) and ~hich \lIII, . ~ed 09~y by the HOUle of Represelltatives in
Iune of 1994. 'Ibat.legfslauo I eltlb1ilhed -[ft1ere11ti:&1 rates" fo~ 1'-12 scbcOli, lib~,
and non-profb: hospitals. ~11t1Y-Siglled. Telecommunations AJ?t. contli,Dfi P.~V~DS
gnmUne 1l4lal;O~ I'J.~" fl. emiuc, an4 allOW8 tbe ammmt of stteh markdowni to
,aunt towere! lCl~mmun1~t! Wl'icrs' universal servl~e ObUgatlonB. :

, . . .

/'I

I i
! ;

I

!.

: em abbut the possibility that WI will develop into A *ociclY
of infonnation ~have5" and i b arion ,"have-nats." IDdeed, Q recent DepartDiem of!
E4ucat1on survey indicated tb t mdents from hoUseholds with inComes .bove S1S,OOO: per
year arc seven IJmeg u likely ip!bave a hnme computer as tbo!le from householdse~
IeliS than S20,OOO. Aa 1 mcn1 Oqe4 to you~ the other Com!t1.iJsioners at the I

·Subcomnliuee·~ FCC o~enii tieariDi on March 27th, th!re 18 perhaps no provision of the
Telecommunicatlon.s A~t that' ~u mitigate against a erowI.ni ~C11gital diVide" in ('rUr I
....... ,"trv \ I • i
-_.....J. . I ;

I '

; • I

The polkiea thIE gave' pIc uWverully ly&Uablc. affgIdlble. pbone Serv1C0

3
''vlt1e

the model for 0\1l modem .t.&tions network. IA blnds1lhL. it is now IPP nt that
this wasD.'tsimply good loci : liey - it WI' good econcmic poUcy'ss wc11. Amai
camot leave the battom 20 t ~ porccDt of its po~1atioll out of the :-kDgwlodgc-b , II

economy·&Dd Atilt hope to fe in its ecClnomic stamfing in a fiercel)' ~pccitivc global;
envirotmient. i
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, Wilh thb in mind. I~~ Ibzee ICC UoWi to tm: CulDlDililQn andl'
mcmbm, uf the. PecIaal-Suuc JurL Board un univ suvite: \

1) Dcrme a group of ~~h. core SCl'Ylccs vailable to all schools m:llibrmcs i# the

countxy, iE". . . ~" 2) ldclllify ad"~ I. that mch.en 'ties may avail th.cmacl~CI ofth~ :
oppommity to Relive at dis, ~ rUesi amt, , ':

3) Establish an ec!ucati ~ rate, or itS_rate , for boch the core 1114 a4vm:ed. ae~ca.

. In order to enmre th~t "l~ liDksII' 1y become a upiyCJill service. 1 beU~ve the
"&orate" ihould. be m for c . ~basie lei . atians serviceS. 'I..,am ca emphl~iZe .
that, I am not talking about ,hone service fO me principal's ~mce. but rather the ;
prnvlsion of eore telccom ,I ian, service, 'to theC1u~ for student use. ;

, We musl t'CQCl1J1fZe ~;.en wtth I fRe dE-ratc" for cote aerv~es. many sc:boOlI wW
snuggle to purchase or obtain : softwIIc bIrc1wiR fOf~ c)usroom. In Bdf:itian.
I.I:Il:bq LniniD& &tid otbet cos s. ill also n:wd ability of UIIIlY achools 10 iDre&raJe\ J:Ugh
technology imo the classroom' 'rien,c. For mBOOS I bc1leve thal oaly by~
the 'I~B~" for eore services " can VIC 'hope Cl put this u:c1mo101Y vrifbin ~ad1 of~ of
America's schools 'w h'brar" 5. :

. "

\
The'l'li-r=" for acl~ : ,sErVices d OMlre~ of aach MrYiceai :nt.

liE-rate" should be' set in'a ,r dDt keeps VIlaS in fllecammamatiom ~Imol Pel

Ufti"ers.al provisiotl. to schools I, libraries oye time. :, l iI I

1 t1wlk you for the 0 0 uo,ity to on the implemem»rion of seetiOD 254(h)
and commend you for ma";ns U~k~ U'I schools high priority of ycnJf tenure as cbl!rmlan of
the Commission. 1 look forw 4to ~sing this issue With you and your coll~IU~lin the
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Summary of Remarks
of

Charles C. Townsend, III
Chairman

A11antic Cellular Company

Before the April 12, 1996 Meeting
of the

Federal-State Joint Board on Universal Service

Primary Themes:

1. The Federal Communications Commission (Commission) should implement its
universal service program in a competitively neutral manner. AU
telecommunications carriers, including Commercial Mobile Radio SeNice
(CMRS) providers. are required to contribute to the preservation of universal
seNlee. Moreover, all carriers, including CMRS. carriers should be permitted to
participate in the provision of universal service, including having access to the
SUbsidies established by the Commission.

2. While CMRS carriers are required to contribute to the universal service, state
administration of universal service, with respect to CMRS carriers. must not
invol"e regUlation of CMRS rates. Pursuant to the mandates of Section 332 of
the Communications Act, CMRS carriers should be subject to the Federal
mechanisms created for universal service.

3. The Commission should consider instituting a "reverse auctionn for the provision
of universal services, i.e., the low bidder should be eligible to provide service and
gain access to the subsidies established. In high cost rural environments. CMRS
may become an attractive and cost-effective alternative to wire-based service.

/
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Federal-State Joint Board on Universal Se:rvice
April 12, 1996

Outline of Comments of Ron Binz, Competition Policy Institute

When enacting the Telecommunications Act of 1996, the United States Congress relied greally
on the promise ofeffective federal tmd state universal service mechanisms to ensure that rates for
basic telecommunications service remain just, reasonable and affordable. This Congressional
reliance is longstanding: strikingly. In each year and in each draft of legislation leading up to the
final version, the first section written down was the universal service section.

During the debates in Washington (In this fundamental change of course in telecommunications
policy, the concern was sometimes raised that additional competition would cause local rates,
especially rural rates, to rise as "subsidies" were removed from a system of administered prices
for telecommunications service. The concern was conSIstently answered by a congressional
commitment to keep the price of lo.:al exchange rates affordable through a system of universal
service support.

We are all now poised to follow through on this commitment which Congress expects and which
telecommunications consumers de~erve.

---_....._--

\Vhen considering how to spend m i five-to-eight minutes before this Board, I thought the most
useful testimony might also be son iewhat general. This Board will receive many detailed
recommendations in comments filed today and in reply comments filed on May 3. I offer the
following five points as a structure into which those comments can be placed.

Five Principles to Guide Joint Board Recommendations for Universal Sen'ice Support
for Rural, High Cost and Insular Areas

1) The Federal-State Joint Beard on Universal Service should adopt a long-term view a/its
duty Jt should not be misl, 'ad by the short-term eXigencies ofrevenue recovery by
incumbents Instead it sh< 'uld construct a universal service system that will serve both

during the transition TO cOirzperirion and beyond

Chairman Reed Hundt is fond of ' dying: "it's the end of the world as we know it (in
telecommunications. that is)" T1e Chairman is correct. Local exchange competition will
change the public switched net\\'o l-. forever. Competition will also transform the industry.
changing its structure. O\\I1crshlll :osts. efficiency and products. New services and
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functionalities will be added at a rapid rate, increasing the value of existing facilities, and
affecting the costs which are the subject of this proceeding. In short, competition is going to do
what regulation could do only very imperfectly: stimulate efficiency and market choice.

The national commitment to universal service in the legislation is a direct descendent of the
commitment which has guided U.S telecommunications policy for the past sixty-two years. Our
task is to craft a system of universa, service support which will employ the new tools of market
growth and competition in telecommunications. Stated another way, the task of this Joint
Board is to capture, in present va lue terms, those future cost reductions, efficiencies and
new revenues in order to maintain just, reasonable and affordable local exchange service
for all consumers today, especiall i,,' those in rural, insular and high-cost areas.

Issues:

• Nature of the Costs to be Recovered

• Course of Regulatic n

• Future Effects of C)mpetition

• Transition for USF iZesponsibility

.7 \ The Joint Board mU.<:f pstoF!ish a firm foundation in 1996for the set ofsen';ces deserv;n,C;
ofsupport andfor a predictable mechanismfor the future development ofUniversal
Service The three watchwwds must be,' achievable, comprehensive andflexible

The Telecommunications Act of 1 196 provides the Commission with guidance as to the
components of universal service, rhe largest unknowns are i) the future course of consumer
demand; ii) the degree to which fwure services become important to consumers: and most
generally, iii) the effects of local e \change competition, The Joint Board should craft an
achievable definition of universal ,ervice. concentrating first on the core issues of affordability
fQj today's essential services, Th( definition should recoglllze the realities oftoday"s network
usage, yet remain open for change Again. the Board must harness competition to its task,

Issues:

• What Services to Support

• Size of the Federal Universal Fund

• Structure of the SUPP0I1 Mechanism

• \\Tho Pays -- On \\ hat Basis

Future Chan~es In the J kf'inJlitllJ of l'niversal Service



3) The Joint Board should craft its recommendations to fit together easily with state
regulatory efforts and should look to the states in determining the meaning of
affordability for local exchange rates.

State Public Utilities Commissions have been striving to keep rates affordable levels for years.
The Commission should seek to complement those efforts in its universal service plan.

There's an obvious rule of thumb available for the measure of affordability: today' s rates may be
taken to be just and reasonable. In most cases, thanks to a combination of supports programs,
these rates are affordable. A reasonable goal for this Joint Board would be to attempt to maintain
rates at or below current levels for::omparable services.

Consumers will likely experience ~ome dislocation and confusion as local exchange competition
develops, and will accept some sue h confusion. But they will find it incomprehensible and
unacceptable if rates for basic servce rise as a result of competition.

Issues:

• Meaning of Affordability

Target Rates

Size of Federal US'

State Discretion

4 I The Joinl Board should develop and enforce a consislelll VIsioll o.ffuture competition
combined with the public .,upport o.frural and high-cosl areas, Where available, the
Board should select pro-c, Impetilive options and decline !O accept those which retard
compel/lion

Federal and state universal service plans will stand mid-stnde between a competitive marketplace
and a system of regulated, administered prices. Yet universal service support can be a consistent
extensIOn of a system into which wmpetition has been introduced, There will always be
pressure to "allow prices to go to costs" in rural and high-cost areas. Yet there is a
countenailing incentive which is the economic basis for a universal service policy: the network
externality All consumers have I real and quantJfiable preference that consumers in rural and
high-cost areas hJ.vc and use telenhones.



This Joint Board has choices in the construction of a universal service support mechanism which
will affect the future ofthe competitive market.

Issues:

• Portability of SUPpl)rt

• Cost Models

• Competitors and Efficiency

• Distribution of Cost Responsibility

5) The Joint Board must strike a balance between equity and economic efficiency.
Universal service is deSCribe in the Act as being provided at rates which are ''just,
reasonable, and affordable." IfCongress had meant for our decisions to be driven by
economic efficiency alone. it probably would have specified "efficient, exact and
perfectly discriminatory. '

The Commission's NOPR and th< FCC Staffs paper "Preparation for Addressing Universal
Service Issues: A Review of Current Interstate Support Mechanisms" frequently reflect the
tension between economic efficiency and equity. There are politicaL equitable and mundane
limits on the degree to which pric~s can further economic efficiencv.

Issues:

• The CCLC and SI C

• Universal Service and Its Share of Common Costs

Consumer Accept mce
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From:LEGAL

I. Question Is competition Clnd universell s,ervice compatible? The answer is
yes. But, it is a qualified YE~:S

II. Introduction During the seventies and early eighties this same question was
asked regarding long distanCE~ competition and universal service. AT&T's
answer was at first no. AT&T explained that long distance services, which were
priced far above cost, were supporting local exchange prices, which were priced
far below cost. AT&T explained that local service prices would have to rise
significantly and long distance prices would have to fall considerably to rid the
system of implicit subsidies. They also explained that MCI was not offering a
service at a lower cost than .AT&T, they were just offering a service that was not
burdened with the subsidy that burdened AT&T's long distance prices. Those of
you who were involved in the regulation of that day will recall the battle cry of
AT&T - and I was a part of it as a regulatory attorney for Nevada 8ell-- "Basic
exchange prices will double or triple or go through the roof."

A. Basic exchange pnces did not go through the roof, however. as we
prophesied. Why not? Was it because there really was no SUbsidy from long
distance to basic service? No. To describe the solution arrived at using the
vernacular of today, the SUbsidy was identified, made explicit and a competitively
neutral funding mechanism was developed to fund it. The FCC and the state
commissions developed and implemented the system of access charges that are
in place today. Under the new plan, all long distance companies, rather than just
AT&T, pay an equal contribution on a per minute of use basis. This was
necessalY in order to avoid a failure of either competition or universal service. If
a new subsidy mechanism had not been developed, universal service would
have been in jeopardy. Ifth(3 subsidy mechanism applied only to the existing
carrier ~- AT&T -- then AT&l would have been at a decided disadvantage to MCI
and competition would have failed. Happily, the mechanism worked and was
competitively neutral and urlversal service and competition have existed
harmoniously for these 12 years.

B. The creation of ac:;ess charges was not the creation of basic exchange
SUbsidy. Subsidies existed In the system prior to 1983 and were paid 100% by
long distance services proVided by AT&T and Local Exchange Companies
through the settlements pro:ess. The subsidy was identified by the creation of
access charges and made explicit.

C. Today those subsidies are still in place although they have been
reduced significantly. In 1982, when divestiture was announced, Pacific Bell's
basic exchange price was $8.25. Today, it is $14.75 (including the EUCL). The
cost to provide basic exchange service has also decreased, although not
significantly. Pacific Bell's nterstate access charge, however, has fallen from
over 9 cents per minute tomder 2 cents per minute - an 78% decrease.

D. As competition enters new markets, universal service does not have to
fail, but the mechanism supporting universal service must change to match the
competitive landscape. As competition was introduced to the long distance
market. the system had to -;hange to a mechanism that recognized that
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competition. As o:>mpl:!titior i is enterin~J the access and local markets, the
mechanisrn must change apain.

II. CoUection Mechanism What will the~ new mechanism look like? While
Pacific: Bell has proposed a specific solution in the comments it will file today I let
me talk generally about three possible solutions.

A. First, there could be the continuation of the current contribution within
access charges if the mech;anism is expanded to include all types of access. To
make that competitively neutral the subsidy must be collected across all kinds of
access as provided by all carriers. Just as AT&T could not have supported the
universal service burden alone as it entered a competitive environment, the
incumbent LECs cannot support universal service alone. We must find a way to
spread that burden across all providers.

B. Second, the subsidy could be collected across pre-subscribed access
lines the way that the curreilt USF is collected.

C. Third, there could be the creation of a revenue surcharge across all
interstate revenues of all providers. Let me emphasize here that this would not
be raising new contribution money. The contribution exists today and would only
be collected using a new mechanism.

D. Whatever the mechanism, it must be a mechanism that cannot be
bypassed or avoided by the choice of provider or by the technology used. The
subsidy is real. The twenty-five percent of non-traffIc-sensitive costs that are
allocated to the interstate jllrisdiction are real costs that are born by local
exchange carriers today ar d must be recovered or universal service will be in
jeopardy

III. Disbursement Mechanism Now a few words on how the fund should be
disbursed.

A. The fund should be disbursed to any provider willing to take on
universal service-like commitments for a given geography. We recommend that
to be consistent with a competitive environment, it be disbursed on the basis of
customers served.

B. The solution should also include a mechanism to recognize what we
have found to be huge differences in costs across geographies. We have
developed a proxy cost model to estimate those differences in geographic costs.
Deaveraging must occur in the payment mechanism or in the prices or both.

C. The funding should be tied to the characteristics of the areas served
not to the incumbent serving the area.

IV. Conclusion In answer to the question, "Are universal service and
competition compatible?" the answer is a qualified, "Yes." In fact, if the
principles identified in the legislation are followed, universal service and
competition are not only harmonious, but each will help the goals of the other. If
the funding is adequate and portable, innovative solutions for universal service
will be found in the competitive environment.
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ConsumerFederationofAmerica

Statement of
Bradley Stillman

Telecommunications Policy Director

I.

Before the Federal-State Joint Board on Universal Service
April 12, 1996

Introduction

,·n

My name is Bradley Stillman. I am the telecommunications policy director for the

Consumer Federation of America. CFA has long been interested in advancing the consumer

interest by expanding the concept of Universal Service and through the introduction of

effective competition to all sectors of the telecommunications industry. Thank you for the

opportunity to present CFA' Ii views on these critical issues.

There are six major policy points I would like to leave you with this morning as you

prepare to hear the rest of today's testimony:

1) We must have competition as soon as possible. Competition is the only way to

squeeze out the tens of billions of dollars of excess profits and inefficiencies that have been

built into the telecommunications network since divestiture.

2) There is no need for universal service to suffer from rate increases or rate re-

t. f.
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balancing in order to achieve a competitive marketplace. The costs of telecommunications

services have been plummeting in the past decade and Ihese cost reductions have not been

adequately passed through to consumers. In both the federal and state jurisdictions,

profitability is at record leveb

3) There is no reason that competition should lead to rate increases for universal service.

To the extent that incumbents lose market share as a result of competition. profitability will

be restored to reasonable levels, inefficiencies will be squeezed out and market opportunities

in neWly opened industry segments will offset reductions elsewhere.

4) Competition poses no threat to universal service under the new law because it re-

affinns the commitment to just and reasonable rates while adding an explicit commitment to

affordablity, In particular, the prohibition on cross subsidies and the requirement that

universal service bear only ci reasonable share of joint and conunon costs means that as the

information age expands, the costs of basic or "core" services will be spread over an ever

increasing base.

5) Usage and flat rate service must be part of universal service. Flat rate service is the

clear preference of consumers. The vast majority of consumers for whom flat rate service is

an option take it. It is also the preference for information age services on the superhighway.

6) Affordability, based on the impact on a consumers budget, is a measure for universal

2
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service, not simply penetration rates. With the correct rules for competition and cost

allocation, affordabiliry will not be a problem. The Joint Board and the Commission must

have affordability at the center of it's universal service policy.

Regulators must be fmn in their commitment to both competition and universal

service, which are not conflicting goals. The FCC must be fair in its recognition of

differences between the states in implementing a national policy of competition. But the

FCC must also leave no doubt about the fact that effective competition is the only acceptable

outcome.

II. Overview of CFAIAARP Universal Service Comments

CFA, AARP, Consumers Union and others will be filing joint comments today on

universal service. While we applaud the notice for looking in great detail at the issue of

universal service as it relates Lo low-income consumers, consumers in high cost areas and

institutional users, we believe the issues raised by the new legislation are far more broad.

Section 254 applies to all consumers across the country. Under the law, every American

consumer is entitled to rates that are "just, reasonable and affordable," The policy

recommendations of this Board and the FCC must make certain that average American's are

not forced to pay more for their telecommunications service, don't lose access to crucial

services currently provided as pan of basic service, and they receive access to new

functionalities as we move l(,ward a competitive market.

3
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A key element that we found missing from the Notice's discussion of services to be

included as part of the basic package, was some level of usage, Consumers, by far, prefer

flat rate service when given a choice. While every American consumer should have access

to the full panoply of services available over the telecommunication network, universal

service is the guarantee that they will have some level of actual service as welL

The issue of affordabilJty is critically important as welL This new requirement,

which is added on top of and In addition to the requirement that rates be just and reasonable

must be measured in a varie!)' of ways. Affordability cannot be measured simply by looking

at telephone penetration rates The issue of how much of a burden routine daily

communications places on a household's budget must be a fundamental part of the

affordibility review. OUf joint comments outline in greater detail our responses to the Notice

including what we believe mLst be included in the core package of services.

III. Interdependence of Local Competition (§251) and Universal Service (§254)

The universal service obligation has historically been used by incumbent carriers to

stave off competition. The new law takes this argument away. Any subsidies that exist need

to be proven, and made expltcit, When CFA and others have looked at this issue closely, we

find the only subsidy that eXists is from urban to rural consumers. By and large, residential

telephone service is profitable for the telephone companies.
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