Commentary: May 19, 2004

FCC’s Number Portability Rules

On May 24, new rules from the Federal Communications Commission (FCC) go into effect, requiring rural local phone companies to implement number portability among both wireline and wireless phone companies.
Number portability means that a customer can carry (or port) a telephone number from one company to another, without the customer’s having to change his or her phone number.  That sounds like a pretty nifty idea.  But as always, the devil’s in the details.
There’s a number of technical, economic, and public policy problems that quite frankly, the FCC has chosen to ignore.  

First, let’s explore the technical concerns.  To make number portability work, a phone company effectively has to forward calls from its network, where the number originally resided, to another network, where the number is being ported.  This requires installation of new network software, which is expensive, and in some cases, new network hardware, which is even more expensive.  Too, there’s personnel training involved, and systems and processes need to be revised and implemented.
But even if the technical obstacles are overcome, there’s the economics of number portability.  Here again, the FCC has chosen to ignore significant ramifications of its rules.  First, as mentioned earlier, software, personnel and process modifications cost money.  Second, there’s the issue of getting calls from one network to another.  And again, the FCC didn’t help matters.  Instead of providing guidance on how to port calls from one carrier to another, the FCC simply said, “Just do it.”  Moreover, the FCC said to just do it even if there is no agreement between two networks on how they exchange traffic among one another.  So, a rural phone company is required to send traffic from its network to another network without any facilities or contractual agreements that guide how such traffic is supposed to be exchanged.  And since the FCC says no such agreement is necessary, it falls on the rural telephone company to pay to transport traffic from its network to another.  And that can be expensive.  Really expensive, if sending calls to another network involve what commonly is treated as long distance traffic.  That is, if one company needs to send calls to another company whose network facilities are outside of the first company’s calling area, there are long distance costs involved.  Preliminary analyses by rural telephone companies indicate that the associated costs of transporting calls can range from less than a dollar per customer per month to over $7 per customer per month.  
The FCC, by the way, says it’s OK to charge customers for the costs associated with number portability.  And I’m sure that all the listeners to today’s commentary are thrilled about paying yet another monthly charge on their phone bills!
And that brings me to the public policy consequences of the FCC’s number portability rules.  First, there’s the thrilling aspect of charging customers more on their phone bills for a service that is of little value to most phone customers.  But what really bothers me about this is that the customers who get to pay for number portability are NOT the customers who request portability.  It’s the rest of us who keep our phone numbers right where they are.  That is, the people who port their phone numbers get to do it essentially for free, while those of us who don’t port our numbers to another company (that would be the vast majority of us) actually end up footing the bill.

The economics of number portability might make sense in larger more urban environments.  But in rural areas, where costs are higher on a per customer basis, and where there are fewer customers to spread costs among, the FCC’s rules make little sense.
And just to pour salt in the wound, the FCC determined that number portability only applies for calls moving from a wireline network to a wireless network.  The FCC’s rules, in other words, don’t apply to porting numbers from a wireless company to a wireline company.

For these reasons, among others, Montana’s rural telephone companies have requested the Montana Public Service Commission to suspend the FCC’s rules.  Federal law allows state commissions to suspend certain federal rules if those rules impose significant adverse economic or technical burdens and if suspension would be in the public interest.  That just about summarizes the effect of these federal rules: they are economically and technically burdensome, and they are contrary to the public interest.  Thus, the public service commission has agreed to suspend the rules, pending a proceeding which commences next week.

Montana’s rural phone companies believe that their money and yours can be spent in a variety of more productive ways.  I hope the Montana Public Service Commission agrees.
#  #  #

