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REPLY COMMENTS

BellSouth Corporation, on behalf of itself and its subsidiaries (“BellSouth”), hereby
submits its Reply Comments to the comments filed in the Notice Of Inquiry (“Ndtioe”)
September 22, 1999.

1. The comments in this proceeding affirm BellSouth’s position that low-volume users
are not a class of users that require special regulatory protections. In the past, low-volume users
were the recipients of the benefits of socially engineered regulatory rate structures, which shifted
a disproportionate cost recovery burden on high-volume users. Such practices cannot be
sustained. To continue such practices would maintain an implicit subsidy that is not only
impossible to maintain in a competitive market but also runs counter to the mandate of the
Communications Act of 1934, as amended (the “Act”) which requires the elimination of implicit

subsidie<.

! In the Matter of Low-Volume Long-Distance Use2€ Docket No. 99-24%otice of
Inquiry, FCC 99-168, released July 20, 1999.

2 CFA argues that even though the Act requires the elimination of implicit subsidies, there

is nothing in the Act that would preclude the establishment of an explicit subsidy for low-volume
users. CFA at 8. Neither CFA nor any other commenter, however, offers a substantive basis that
would justify subsidizing low-volume users.



2. The telecommunications marketplace is undergoing a fundamental change.
Competition is an engine for that change. In part, the changes are necessary to rationalize
antiguated regulatory policies. While some of the change has led to new flat-rated charges
appearing on consumers’ bills, nothing has been presented in the comments to establish that such
charges are inappropriate or that such charges are detrimental to the public interest. To the
contrary, there is a compelling case made in the comments that Commission interference in the
operation of the long distance market would be disruptive to the workings of the market and
subvert the competitive goals of the 1996 amendments to the Communications Act.

3. Competition, not regulation, is the surest way to advance the interests of all
consumers. As several commenters noted, neither the Commission nor any party have
identified any market defects that would warrant departure by the Commission from its long
standing policy of permitting competitive markets to operate free of regulatory interférence.

4. Some commenters attempt to disparage the competitive market by claiming that low-
volume consumers do not have long distance alternatives or choices. Such laments are hollow
and without substance. For example, AARP argues that few of its members have changed long
distance providers. The fact that many AARP members have not changed long distance

carriers, assuming it to be accurate, does not establish that consumers do not have a choice. It

3 Even though they urge the Commission not to interfere with the working of the

competitive marketplace, neither AT&T at 35-37 nor MCI at 21 miss an opportunity to protect
their market positions by advancing their time-worn rhetoric that the Commission must be
vigilant and not let the BOCs into the long distance market. Again, AT&T and MCI confuse the
public interest with their own pecuniary interests.

4 See e.g. AT&T at 5-6.
° AARP at 4.



shows either that consumers have made a choice and are satisfied with their choice or that they
have failed to exercise their choice. If it is the latter, allowing the competitive market to operate
and establish the price structures for long distance services provides the proper economic signals
and incentives for consumers to make appropriate decisions. In no event is there a basis for the
Commission to shield consumers from making economic choices with regard to
telecommunications services. Indeed, absolutely no reason is advanced why low-volume long
distance consumers cannot make the same kind of economic choices that they make as
consumers of life insurance, health care or any other good or service.

5. CFA attempts to confront the choice issue in a somewhat different, but equally
flawed, manner. CFA, while acknowledging the alternatives low-volume users have to avoid
some of the flat fees associated with long distance service, argues that such altereatdiak,
around services, are insufficient because the dialing pattern is not as convenient as 1+ long
distance dialing. Such inconvenience, as characterized by CFA, does not demonstrate an
absence of choice, but to the contrary goes to the very heart of economic choice. Consumers, not
regulators, should establish the value and utility that is placed on the attributes of the
telecommunications services that are offered in the marketplace. If convenience of dialing is an
attribute that is important to the consumer, then the consumer will place a value on that attribute
and it will be reflected in his purchase of telecommunications services. CFA provides absolutely

no reason why consumers are incapable of making such valuations.

6 CFA at 17.

! An alternative argument offered by CFA is that even if dial-around provides an

alternative for some low-volume long distance customers, it is difficult to obtain information for
comparison purposes. CFA at 18. Dial-around providers heavily promote their services in all
(Footnote Continued)



6. Equally flawed are the arguments of some who suggest that low-volume users should
not have to bear the costs that long distance and local exchange carriers pass through to them in
the form of Presubscribed Interexchange Carrier Charges (“PICCs”) or Subscriber Line Charges
(“SLCs").® For example, the City of New York (“CNY”) urges the FCC to limit PICC pass
through and SLC increases to users who actually use long distance and realize lower long
distance bills. Despite CNY’s recognition that the new flat-rated charges are associated with
nontraffic sensitive elements that provide a user with connectivity to the network for the purpose
of originating and receiving calls, CNY’s belief is that only heavy users should pay such flat-
rated charge¥ Essentially, CNY calls for the subsidization of low-volume users by high-
volume users. CNY, however, fails to provide any justification for such subsidization or explain
why such a subsidy would be in the public interest.

7. To the extent CNY believes subsidies effect a more equitable result, CNY overlooks
the fact, as do other commenters such as AARP and CFA, that use does not only mean
originating a long distance call. Indeed, a fundamental flaw associated with the definition of

low-volume is that it refers only to originating long distance calls. It does not consider

types of media ranging from direct mailing to television. Such advertising provides sufficient
information to alert consumers to the availability of alternatives. Certainly, the Internet provides
a ready means for comparison shopping. Even if the consumer does not have Internet access at
home or work, public access to the Internet through institutions such as libraries is growing
rapidly thereby enabling consumers to obtain any additional information they may want beyond
the information provided directly by service providers.

8 See e.g.Joint Consumer Advocates at 4B; CNY at 1.
° CNY at 1.

10 Id. at 4.



whatsoever the receipt of long distance cdlidhere is nothing to suggest that because a user
does not originate long distance calls that the same user does not receive long distance calls and
in so doing makes significant use of his connection to the long distance n&tvikivkre is no
equity in having a user that originates calls subsidize the connection of a user that receives calls.
8. One approach suggested by some commenters to insure a more cost-related flat-rate
charges is for the LECs to bill such charges dirééthAs GTE points out, the CALLS proposal
would resolve many of the concerns regarding the flat-rate charges by combining the PICC and
SLC into a single charge that is billed by the LECThe proposal will result in a more
economically rational pricing scheme than currently exists that is consistent with the competitive
marketplace that the Commission seeks to achieve.
9. ltis readily evident that there is no need to commence a rulemaking on low-volume

users. Instead, the Commission should continue to move forward to remedy the imbalances that

1 Indeed, an individual who had a residential 800 number and made no originating long

distance calls would be considered a low-volume user.

12 CompTel at 6. CompTel suggested that a possible approach that the Commission could

adopt for low-volume users to avoid the new flat-rated charges would be for them to subscribe to
local service onlyd.g, toll block). CompTel's proposal is flawed for the same reason that

CNY'’s equitable argument fails. Like CNY, CompTel overlooks the fact that end users receive
long distance calls over the same connection to the network that is used to originate long distance
calls. Whether the user originates long distance calls or receives long distance calls, the cost of
the connection to the network does not vary. Further, neither CNY nor CompTel consider the
growth of Internet usage. Although an end user may be a low volume user of traditional long
distance services, it is not axiomatic that such a user is a low-volume interstate user. With the
access charge exemption, heavy use of the Internet, which constitutes interstate use, is not
considered, and, hence, such Internet users would be incorrectly considered low-volume users.

13 See e.g.Qwest at 12.

14 GTE at 3.



remain as a result of past regulatory policies. Adoption of the CALLS proposal would be a step
in the right direction.
10. Accordingly, the Commission should terminate this inquiry.
Respectfully submitted,

BELLSOUTH CORPORATION

By: /s/Richard M. Sbaratta
M. Robert Sutherland
Richard M. Sbaratta

Its Attorneys

Suite 1700

1155 Peachtree Street, N. E.
Atlanta, Georgia 30309-3610
(404) 249-3386

Date: October 20, 1999
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