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It’s New Year’s Eve, a good time to reflect on the year we’re about to bid farewell to, and to consider the opportunities and challenges that lie ahead of us in 2004.

 In the telecommunications world, it’s been another exciting and dynamic year, characterized by growth and competition in the marketplace, which is a good thing for consumers, but confusion in the public policy arena, usually resulting in an ever-growing threat to investment in rural America.
First, the good news.  Montana’s rural independent telephone companies continued to invest heavily—around $70 million in 2003--in new infrastructure and services for Montana’s rural consumers.  There are now more than 200 rural Montana communities which have access to broadband DSL service.   In fact, if you live in a rural community such as Fort Shaw, Valier, Condon, Ovando, Lincoln, Wisdom, Marion or Hungry Horse, you’re more likely to have a broadband connection to the Internet provided by a rural independent telephone company than if you live in a city served by the regional Bell Company.

Several of Montana’s independent telcos also own two consortia: MAIN, and VisionNet, both of which continued to grow their services in Montana in 2003.  MAIN is a fiber optic network which provides a broadband backbone for telecommunications networks throughout the state.  VisionNet is an internet access and videoconference provider, which now operates more than 120 videoconference facilities in Montana, serving schools, universities, rural towns and reservations throughout the state.  Rural Montanans now have access to broadband infrastructure as well as distance learning and telemedicine services that offer significant economic development opportunities to their communities.
Montanans continue to enjoy the benefits of an increasingly competitive telecommunications marketplace, too.  Telephone companies are competing against one another.  For example, Blackfoot Telephone Cooperative is providing a variety of competitive services in Qwest’s service area.  3 Rivers Communications is providing similar competitive services in towns like Shelby and Conrad, traditionally served by Qwest.  Other competitive providers, including wireline and wireless providers, as well as cable and satellite service providers are offering alternative services to consumers around the state.
In short, 2003 was a good year for Montana’s telecommunications consumers.  And the outlook for 2004 looks no different.
That’s the good news.  And now, as they say, is the rest of the story.
Much of the infrastructure which provides telecommunications connectivity for both urban and rural consumers is provided by a vast “public” telecommunications network.  Even new competitive service providers offering either Internet-, wireless- or wireline-based services use this underlying public telephone network for much of their service offerings.  The underlying network, in turn, relies on a complex financial system that is governed by statutory and regulatory policies aimed at ensuring that the nation’s telecommunications network is available and affordable for all Americans, no matter where they live.  For us Montanans, this financial/regulatory system is particularly important, because it is designed specifically to ensure that rural Americans have access to the same kinds of telecommunications services that are available to consumers in more populated markets.  
The challenge for policy-makers is how to maintain investment in the public telecommunications infrastructure while simultaneously encouraging the growth of competitive service offerings.  Striking this balance is made more difficult by the fact that a variety of competitive services, while dependent on the underlying public telecommunications network, don’t contribute equally—or at all-- to the maintenance of the public network.  Regulators in Washington are encouraging this migration from traditional networks to new services, which ironically still use substantial portions of the public network but don’t pay for the maintenance of the underlying infrastructure.  Nor do many of these new services provide the same level of emergency service or meet other public interest obligations that consumers deserve and expect.  If the trend is allowed to continue, investment in the underlying public network will be threatened and prices for basic phone service will continue to rise as ratepayers will foot more of the network costs that used to be paid by companies which now are actively avoiding traditional compensation mechanisms.  Those most at risk are rural consumers.
So far, we’ve avoided a train wreck.  Rates are relatively stable, investment in infrastructure and new services is continuing, and competition is growing.  2004 promises more of the same benefits and challenges.  The trick, as always, will be to maintain the balance between preservation of consumer’s access to modern telecommunications while encouraging growth of new services without cannibalizing the underlying public network.
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