Commentary—The Perfect Storm
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There is a perfect storm brewing in the telecommunications biosphere.  A combination of regulatory fronts is gaining momentum, which when combined spell nothing but trouble for rural consumers of telecommunications services.

First, a number of wireless telecommunications providers is seeking federal subsidies to augment their competitive operations.  The subsidies are designed to help keep rural rates affordable and reasonable, and to enable rural networks to invest in high cost infrastructure, when they don’t have many customers (or ratepayers) with whom to spread their high costs.  Wireless companies have discovered that they can subsidize their existing services with the money designed for preserving and advancing high cost infrastructure, even though the wireless companies already provide competitive service, without any subsidy.  Thus federal investment support becomes extra money , or a windfall for the wireless carriers.  If they succeed, rural telephone companies won’t be able to compete with subsidized competitors.  So if you like dropped calls, spotty coverage, and unreliable service, this is a great plan.  

Second, there’s intermodal number portability, which is a federal rule that would require a wireline telephone company to transport a telephone number to a wireless carrier.  In its infinite wisdom, the Federal Communications Commission, or FCC, decided to just make this happen, regardless of the costs or even the demand for such number “portability.”  Moreover, the FCC said that companies don’t even need to make arrangements on how to transport numbers (or calls) from one network to another.  And further, the FCC decided to make the wireline networks (and their customers) pay for making all this happen, even though the wireless networks are responsible for requesting number portability.  In other words, the cost causers do not pay for the costs for which they are responsible.  The FCC did say, however, that any costs associated with wireline-to-wireless number portability can be passed through to—you guessed it—the ratepayers.  The Montana Telecommunications Association has estimated that those costs can range from $0.89 to as much as $9.44 per customer per month.  Now there’s a new line item on our phone bill that I’m certain everyone wants to receive.

Third, there’s a growing number of telecommunications providers such as wireless, cable and internet providers who are finding clever ways of not paying telephone companies for the costs of connecting to telephone networks.  If the trend continues, rural telephone companies in particular will have less and less revenue with which to recover their investment costs.  Either investment will diminish, leaving a lower quality telecommunications infrastructure, or—you guessed it again—ratepayers will have to pay more.  But this is just the beginning of a vicious cycle, where some telephone services will be subject to quality standards and consumer service obligations and others won’t.  That’s fine, as long as you don’t think a telephone network needs to consider such trivial qualities as public safety, national security, or service reliability.

The advocates of this New World Order have a solution for their “cake-and-eat-it-too” business plans where they want to avoid paying for the costs associated with their activities.  They call it “rate rebalancing.”  And—you guessed it yet again—it involves you.  The theory is that the New World Order companies don’t have to pay for any of the infrastructure that provides the rest of us with basic, reliable telecommunications service.  Instead, let’s have the ratepayer pay for everything.  After all, rural customers only pay $10 or $15 for their basic residential telephone service.  Why can’t they pay $30 or $40 for their residential service?  That way, New World companies won’t have to compensate network providers for the costs of the nations telecommunications infrastructure.  Let the ratepayer pick up the costs.

The trouble is, rural companies derive as much as 80% of their revenues from compensation from other telecommunications companies.  Even if rates were “rebalanced,” the cost of the network would exceed what network providers need to recover their costs.  And by the way, the reason rural residential rates are lower than urban rates, which are in the $20-plus range, is that rural customers cannot reach the millions of customers that urban consumers can on a local rate plan.

So, the storm clouds are gathering and we rural ratepayers are increasingly finding ourselves in the eye of a hurricane.


Let’s hope we all have good umbrellas.
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