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Good Morning Mr. Chairman. MeD1bers ofthe Joint Board. On behalfofAssistant
Secretmy' Larry Irving. I than1c you for the opportunity to testify before you today on yom
pressing work in eDSUI'i.nB Universal Service for all Americans. The National
Te1ecommuDieations and Information Administration (NTIA) is part ofthe Dep8nment of
Commerce and is the prin<:ipal adviser to the President, the Vice Plaident ad the Secretary of
Commerce on domestic and international telecommunication matters. I head NTIA'5 domestic
policy office and am pleased to be here today to present the views ofthe Administration.

It has 'been a sad week for us at Commerce, as it bas been for all ofgovernment.
Secretary Ron Brown stood for many things of which President Clinton and others have spokeD
so eloquently. But the core ofhis mission at Commerce was to unleash the power of the
American free enterprise system to foster economic development and to create jobs and
educational opportUnities for all people in our globa! society. Both here and abroad. the
Secretary soueht to sow the seeds ofeconomic and hwnan development by advancing the
initiative, investment IIDd inDOvation of American business. He particularly understood the great
promise oftelecommunications and information teehnologies to build communities and nations
and to empower ordinary people to achieve their full potential. He testified many times on the
need for telecom reform and stood squarely for the central, dual tenets of the law which we must
now implement •• robust competition and universal service for all Americans.

Although some have argued that these two notions-competition and universal service­
are incompatible, they are instead. the fundamental, inextricably intertwined concepts on which
our public policy must be built. The primary objectives ofthe Telecommunications Act of 1996
are to stimula1e new telecommunication and infonnation services, to provide greater consumer
choice and to better align price with value --to substitute the discipline ofthe lJW'ket for the
regulatory tools that served US well in a monopoly environment but which are becoming less
necessary as competition develops. The challenge is to ensure that the market works for
everyone- all segments ofour country and of om people-- inc1udina those whose incomes
support ODly the b8re essentials oflife. And where the market docs not deliver the intended
benefits of the law, either in the interim or in the long term, it remains the role ofgovernment to
ensure that those for whom the telecommunication and infonna.tion age holds the most promise
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are DOt left bebinc:l At SbIkc .. two necessities for quality oflife in 1be 21st century ­
COBIIICtion to our ever-ex)*lCtina public switched tdecommmic-.s DIl'WOrk and access to the
infmmatiOll and community DetWmb that are its offspriDg. These"eIIeDtials.M in OUT view.
hold the key to increued opportunities for education, jobs. health and human services and
community cohesion for millions of low-income Americans.

What do we mean by the term "Universal Service"? How do we define it? And how do
we ensure that all Americans are its beneficiaries?

Universal Service: CODDecthlg AU Americans

Universal Service has historically meant -and stiU maDS today-ubiquity. Congress in
1934 decl8!ed as its purpose in passing the first Telccommunicalioas Act. that all Anwiens

should have access to a DAtioDAl telecommunications netWOdc. 1'he CoJIIras of 1996 reiterated
the ume imperative. TelephOl1e pmetration in the United SUdes is the eavy ofthe world. On
average, almost 94% ofhouseholcis ale connected, with penetlati0ll11lleSaf~Aamona thole of
us who have acllieved the American Dream. And yet today. six million American households do
not have a telephone.

As detailed in NTIA's 1995 report. famnrThp...Nc, households without
telephones are found disproportionately among the poor and minorities aDd, within theIe groups.
in rural areas and central cities in particular. As rneuurcd against the national averap of 93.90.10
telephone penetration, the very poor in central cities tnlil by 14 percemaae points and those in
rural ateaS are more than a dozeD points behind. Even rural aDd cemral city households with
amings in excess of$20,000 fall below the national averqe and wen below the average of 990..10
for Americans earning SSO,OOO or more.

When the profile is developed by race/ethnic oriaiD and erea, the data reveal that several
groups are sigDificantly disadvamaaed. In rural areas, almost one-quaner ofAmerican Indians,
Aleuts and Eskimos are not connected. and approximately one-fifth ofHispmics BDd Black non­
Hispanics are without telephones. And their central city COUDtelparts a1!IO fall well-below the
national average. Using age as a metric, the sinale most advantaaed group consist ofthe
youngest households (under 25 years) particularly in rural areas. Across all demographic data,
the determining factor is overwhelmingly income.

These discrepancies in telephone subseribership threaten more than ever the economic,
cultural and educational cohesiveness ofthe nation. Not only do many of our fellow Americans
18ck a telephone for basic needs such as 911 access to emergency services, access to the
workplace, commerce and each other, they are inctaSiD&lY in danger ofbeiDg cut offfrom the
numerous social and economic benefits available through access to the Information
Superhighway.
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For 1bac nIISODS, NnA \IfICd in its subscribership 1iliD& to the Commission, that the
tnt Older ofbusiness should be 10 establish a NatiolUll Subscribersbip Goal. We recommend
1iIat by the ead ofthc yesr 2000. m ..m state, the avemte level of18lepboDe penetration for all
IfOUPI ofpeople be at the DatiOJUll sver&F. In our view, this •• National Subscribership Goal"
would provide a lodestar for the Joint Board as it develops UJliveraJ Service policies to ensure
tUI: all Americans are connected and would lend urgency to that task. As importantly. such a
pl will establish a well-defined benchmark for assessing the success ofthe Board's initiatives
to achieve the intended objectives.

In Nl1At s subscribersbip filina. we recommeDd that the Board critically assess the
adoption ofat least two st.rate&ics that have proven e1fective in increasing telephone penetration:
b8Irin& companies from disconnecting local service for the non-payment oftoll and more
frequmt availability ofLiDk-up discounts to aid the hilhlY mobile members of the low-income
community. Moreover. the States have had extensive experience in devisiDa programs and
sttlL1leiies to increase subscribership. We recommend that the Board study these to determine
whether these can and should be replicated across the nation.

"Ie Telephone Serviee Should be A"anable, Aceeulble ad Affordable for All

The Joint Board faces a complex and sensitive taS1c in assuring that our Universal Service
goals and mecbenisms are consistent with competition while being closely coordinated with the
reformation of oW' costing and pricing policies. The inevitable shift in the way
telecommunication services ere priced in a competitive enviromncnt must not result in rate shock
for residential CODSumcrs --who have been promised better service and lower prices; nor should it
result in hardship for those for wham even a "reasonAble" rate is not affordable. Care must~
taken to safeauard the basket ofbasic telephone service from the vagaries ofwhat is bound to be
a dynamic but potentially tumultuous market. Routes that are less profitable - particularly those
to the rural and urban poor - must continue to be served at affordable levels; and the
commitment to maintaining ubiquitous. affordable basic service must be steadfast.

Many would agree with inclUding the following elements in the definition of basic
service today:

o dial tone with touch tone service
o access to Iocal/toll calling
o access to etnerIency services
o access to directory assistance, operator assistance and repair
o access to statewide relay services
o directory listinas
o blocking options for privacy protection.

Implicit in this definition is a minimum acceptable level of service quality: as determined
by the respective state juri!ldictions.
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We would also u:rp that some level of local US8F be iDcluded in the definition to ensure
that, in penicular. low income customers have the ability to reach essem:ial services for an
established price.

FiDally. I want to empbMize that the notion ofacceaibllity should be included in any
definition ofuniversal service. While both the Commission and the Access Board are focusing
on issues of universal design to improve access to persoDS with disabilities to network serYices.
the Board should reiterate the urpncy of this undertakiDa. Apin, for perIODS who are both
disabled and poor, telecommunication and information services open new avenues for work,
education, health and social well-being. We urge the Board to highlight this concern.

Tile DeftJUtlOD ofBasic Service Should be Dynamic

While we have initially focused on "plain old telephone service" in proposing a definition
ofbasic service, our vision is one ofa flexible and evolving definition which keeps pace with the
dynamic changes in technology. The statute lays out four criteria apinst which to derennine the
defiDition ofuniversal service. Using these criteria. one amaaily conclude. for example, that
touch tone service should be considered basic today. Las obvious. perhaps, but surely worthy of
vilorous discussion, is whether and how soon, high speed. broadband access might be considered
p8l't ofthe basic service package.

The network is evolvina at an exponential rate. We continue to envision a hillt capacity,
information rich Superhighway that will advance the efficiency ofAmerican business. the
capabilities ofour social institutions to deliver services cheaper. futA!r aDd mo~ tailor-made for
our citizens and the ability ofall Americans to have direct access to the benefits of the
Information Age throuah their telephone line. As our cultural, educational and technical
environment changes and more and more customers are demanding access to information
networks. we may find that this ""advanced service" meets these criteria. Ideally, the market will
drive price down and availability up. However, with technology and consumer expectations
changing so rapidly. and business and social institutions following suit. it is critical that the Joint
Board provide for ongoing evaluation ofthe concept of universal service to ensure that the
opportunity to participate in the Information Age is reali2:cd for all and not denied to a large
segment ofour country.

The Joint Board Should Explere Pollei. to Stimulate Market Solutiou to Addreu the
Needs of the Low-Ineome Community

The best outcome for all ci1imDs, whatever their financial means. is a robust. competitive
market that provides options for consumers that best meet their individual Deeds at prices they
can afford. The Joint Bowel should assess in its deliberations whether the incentives that are
built into any deregulatory scheme align with the interests of the community. One question is
whether the incentives are in place to encourage investment in infrastructure and innovative
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service offeriDp in low income communities. Another is whether pric:iD& policies which, for
iDstmce, arc available to hip volume business customers, couldn't be made available to
cooperatives to allow communities to use market forces to their benefit.

Public-private partnerships should be encourapd IIIld rewarded where these partnerships
C8D briDa advanced teehnoloaies to commlmities. The TIAAP grants administered by NTIA
have demonstrated apin IIIld apin the power of leveraaina private investment with public
money in establishing community networks that allow individuals who would not otherwise have
acceas to infonnation networks to gain KCCSS. "Community access centers" show enormous
potential in coDDeCq low-income communities to vital social, health and job services. At the
same time, private enterpriJe is discovering and dcvelopiDa markets they hadn't conceived of
before. The proper regulatory signals can fuel more ofmis responsible. civic corporate behavior.

The Uat\renal Service FuDd for Sehooll and Librviel Must Serve AD COBlmuities

The Telecommunications Act of 1996 provides" for the first time, that universal service
support be provided for schools, libraries and rural he81th clinics. We applaud the Board for
opening the dialogue today on how to define and fund this UJlderta1cin&. We are intrigued by the
joint comments of the Naticmal School Boards Association, the American Library Auociation
and the National Education Association,~ on how such a ftmd might be set up IIDd we look
forward to Secretary Riley's statement and that ofthe other distinguished panelists today to
begin the discussion.

I would like to say a word. with respect to schools and libraries in low income areas.
President Clinton and Vice President Gore have forcefully advanced the imperative, understood
by our best educators aDd parents all over the country, that our children must have access to the
world through information systems that are improving every day and that they must become
computer literate so that they can compete and succeed in the working world of the next century.
We will do our country and our children lasting harm if we create a society where children who
live in well-funded school districts are given the tools to thrive and succeed in their adult years
and children whose parents do not now have the means to live in those districts are left by the
roadside. There must be room on the Superhighway for everyone. Our urriversa1 service policy
must be fair, equitable and forward looking. Creating a society of information haves and have­
nots is not in our national interest.

Conclusion

In conclusion. let me apin thank you for this opportunity to address the Joint Board.
NTlA looks forward to working with the Board to accomplish the urgent mandate of the statute
with respect to Universal Service.
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