MTA Commentary—2/22/06
Telecom Reform-Universal Service
FCC Commissioner Michael Copps recently cited the transforming power of telecommunications in affecting change in the way we communicate, learn, care for, entertain and govern ourselves, and noted that telecommunications will drive American prosperity in the 21st Century.
Much as the national highway system evolved to transport goods ubiquitously throughout the country in the 20th Century, our national telecommunications infrastructure enables the transportation of information ubiquitously throughout the country, and the world.  And just as our highways, roads and bridges need continuous maintenance and upgrading to accommodate more and more traffic, and newer and more advanced vehicles, so too does our telecommunications network need continuous upgrading.
And again like the highway system, the underlying telecommunications infrastructure is blind to the kinds of traffic that travels the network.  And while the telecom infrastructure may be transparent, it certainly is not invisible.  It may be possible in limited circumstances for telephone calls to circumvent the telecommunications infrastructure, but for all practical purposes, telephone traffic relies on the integrity of the underlying network.  For example, a wireless telephone call is wireless only from your hand to the nearest tower, at which point the call is transported over the wireline infrastructure to its destination, or to the tower nearest its destination if it’s a so-called wireless-to-wireless call.  The same is true for Internet based calls.  You need a broadband, or high-speed, connection to make Internet phone calls work.  That connection can come from a traditional wireline, a cable-modem, a wireless connection, or even a power line.  In any event, that call is likely to be transported eventually over the underlying telecommunications infrastructure
Which is why it’s so important that we maintain the best, fastest, most advanced telecommunications infrastructure we can.  And that’s where federal and state policy is vital to maintaining ubiquitous access to advanced, affordable telecommunications services.  
February 8 marked the 10th anniversary of the signing of the federal Telecommunications Act of 1996.  That Act ushered in a new era of competition and technology growth in the telecommunications market.  It also codified the principle of universal service, which ensures that all Americans, no matter where they live, should have access to quality, affordable telecommunications, including advanced telecommunications services.  
Since 1996, however, a number of developments have put pressure on the long term viability of the universal service program, and consequently threaten continued investment in the nation’s ubiquitous telecommunications infrastructure.  Traditionally, the universal service program has been based on a funding mechanism which receives contributions from providers of interstate telecommunications, and distributes funds to eligible telecommunications providers based on their costs.  Thus, telecommunications providers in high cost areas like Montana would receive support from the universal service fund in order to maintain investment in a network that provides customers with access to affordable, quality telecommunications services.  However, today, the universal service system is facing a two-edged threat.  In a nutshell, fewer revenues are being contributed to the universal service fund, and more distributions are being paid from the fund.
Kevin Martin, the Chairman of the FCC, sums up the problem this way.  He says that the universal service fund has grown “dramatically” since the Telecommunications Act was signed.  The designation of new, primarily wireless, companies to receive universal service support “is one of the primary drivers of [universal service] fund growth,” he adds. “Since 2000,…high cost payments have grown from about $1.5 million annually to about $333 million annually.”  Further, the FCC Chairman points out that universal service has been used to subsidize competition, instead of sticking to its intended purpose, which is to ensure access to a ubiquitous, robust infrastructure.  In his words, “I do not believe it is viable in the long term to continue subsidizing multiple competitors to serve areas in which costs are prohibitively expensive for even one carrier…”
In this regard, Montana Senator Conrad Burns, who has chaired a Senate Telecommunications Subcommittee, introduced S.2256 on February 8th marking the anniversary of the Telecommunications Act.  His bill is aimed at shoring up the federal universal service program, and ensuring that investment in a ubiquitous, advanced telecommunications infrastructure can continue, especially in high cost areas like Montana.  Among other things, this legislation would broaden the base of contributions into the universal service fund, and it would govern more prudently the distribution of funds from the fund.  

The Senate Commerce Committee has scheduled hearings on universal service and rural telecommunications issues later this month and early March.  It is essential for providers of telecommunications and consumers alike, that universal service remains viable as our future becomes ever more dependent on a vibrant, robust telecommunications infrastructure.  I commend the Committee and Senator Burns for putting this issue on the Senate’s calendar and encourage a timely resolution of the problems facing the universal service program.
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