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Definition of Universal Service


The Telecommunications Act of 1996 codified decades of federal policy aimed at ensuring that all Americans, whether urban or rural, should have access to reasonably comparable telephone service at reasonably comparable rates.  This policy, now law, is referred to as universal service.


In Montana and other rural states, universal service is critical to funding telecommunications infrastructure development in areas where costs run higher than normal.  The rates that we telephone consumers in Montana pay for our phone service don’t even begin to recover the cost of investing in and operating an advanced telecommunications network.  Without universal service and other non-ratepayer-based revenues, it’s doubtful that rural consumers would have phone service remotely resembling the quality of service we have today.


In short, universal service is a program that works, and works well.  Telephone penetration in the United States is nearly ubiquitous.  And we Americans simply assume that we can pick up any phone anywhere and call anyone at any time.

The Telecommunications Act also created a Federal-State Joint Board on Universal Service, comprised of Commissioners from the Federal Communications Commission (or FCC) and state regulatory Commissioners.  The Joint Board is charged with developing rules by which to implement the Act’s universal service provisions.  Among other things, the Joint Board recommended, and the FCC adopted, rules that define what we mean by universal service.  In other words, what is the basic level of service to which all Americans are entitled?

In this regard, the FCC came up with a rather disappointing definition.  Grabbing defeat from the jaws of victory, the FCC settled for a lowest-common-denominator approach to the definition of universal service.  Universal service today means essentially access to analog dial tone at speeds that support little more than voice traffic only. 

Fortunately, phone companies have taken it upon themselves to invest in network service and quality that far exceeds the minimum service levels as defined by the FCC.  So why worry about a standard that is too low?

The trouble is that the FCC is much more interested in creating competition than it is in preserving and maintaining universal service.  By setting the standard too low, the FCC hopes that it can attract competitors into markets where they otherwise wouldn’t be able to compete. 

For example, a wireless carrier could enter a market with a minimum level of service.  The service would barely support fax speeds we haven’t seen in over a decade.  High speed DSL service, being provided by Montana’s independent rural phone companies to over 80 rural Montana communities today, with more than 125 targeted for service within the next few months, would be a pipe dream to this new competitor.  Quality of service, as we’ve come to know it, would be largely irrelevant.  

Yet, under the FCC’s rules, the competitor could qualify for universal service support at the same level as the current phone company, which provides far superior service quality.  In other words, the new company, meeting only minimum standards, would be treated as if it were providing superior service, effectively being rewarded for providing only marginal service.

Meanwhile, the existing, or incumbent phone company would have to reduce its prices, and investment costs, to match the competition. Ordinarily, competition results in consumers being able to get more for less; but remember, in this case, the competitor needs only to meet the FCC’s minimum, low standards to provide service.  So the consumer gets less, for less.  The market sinks to its lowest common denominator.  The incumbent will be forced to dumb down its network, foregoing further investment in advanced services that exceed bare minimum standards.  We consumers would be left perhaps with a more competitive market, but we’d pay a high price in terms of service quality and investment in advanced telecommunications technology.

Fortunately, the Telecom Act states that universal service is “an evolving level of telecommunications services” that should take into account advances in telecommunications technologies and services.  In this regard, the Joint Board currently is undertaking a review of the definition of universal service.  

The Joint Board and FCC have an opportunity here to raise the standards by which we measure universal service in rural America.  Let’s hope they seize it.

We’ve come to expect a lot from our telecommunications infrastructure. 

Why shouldn’t the FCC expect as much, too?

Wishing everyone a happy holiday season, this is Geoff Feiss of the Montana Telecommunications Association, for Montana Public Radio.

