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Last month, the Chairman of the Federal Communications Commission, Kevin Martin, spoke to a meeting of state and federal regulators to address the impending crisis facing the federal universal service fund.  The universal service fund is established by law to collect revenues through a fee on telephone bills and to distribute those revenues to telecommunications providers in high-cost areas of the country—like Montana—in order to ensure that all Americans, no matter where they live or work, have access to affordable telecommunications services, including advanced services, at a price and quality that is comparable to services provided in “lower cost” urban areas of the country.  

In Montana, the Universal Service Fund has been instrumental in supporting investment by rural telephone companies in modern telecommunications infrastructure, which in turn has enhanced economic, health care, educational and social opportunities in our state.  At least in part because of the Fund, rural telcos have deployed thousands of miles of fiber optics across the state, and offer broadband service nearly ubiquitously throughout their service areas.  In fact, these companies are now investing in next-generation networks, bringing fiber to the home and building ultra-high-capacity backbones which will enable even more robust services to be offered to businesses and consumers in Montana.

Unfortunately, the success of the universal service fund in states like Montana is at risk.  Since 2000, the universal service fund has been heading toward a train wreck.  “Today we have a problem,” FCC Chairman Martin told regulators last month.  “Currently we are subsidizing multiple competitors to provide voice services in rural areas,” he said.  In 2001, as FCC Commissioner, he “dissented from the Commission’s policy of using of using universal [service] support as a means of creating government-managed ‘competition’ for phone service in high cost areas.”  He pointed out that at that time he “was hesitant to subsidize multiple competitors to serve areas in which costs are prohibitively expensive for even one carrier.  In fact at that time [he] warned that this policy would…[lead] to inefficient and/or stranded investment and a ballooning of universal service fund.”

“Today, I am sad to report that is exactly where we are,” Martin continued.  Since 2003, the FCC Chairman noted that payments from the universal service fund to rural telephone companies have remained “relatively flat and even gone down in recent years.”  However, payments to new competitive telecom providers have skyrocketed, “growing at a trend rate of 101 percent per year since 2002.”  Almost all of the recent growth in high-cost universal service support is largely as a result of access by two, three and often more companies serving the same service area.  Thus, distributions from the universal service fund to multiple competitive telecom companies have grown from $1 million in 2000 to as much as $1.5 BILLION in 2007.  
As Mr. Martin noted, “universal service is not about competition.”  In fact, the federal law specifically places a high bar on qualifying multiple companies in rural areas for receiving universal service support.  In practice, however, that bar has been placed low enough to trip over.  In Montana, for example, there has never been a request to grant multiple recipients of universal service that has been denied.  And Montana is not alone in opening the universal service spigot.  It’s no wonder then that the universal service fund is blowing up faster than a balloon.
Kevin Martin isn’t the only one putting out the distress call for universal service.  Fellow FCC Commissioners Deborah Tate and Michael Copps testified before the Senate Commerce Committee earlier this month.  Commissioner Tate pointed out that funding for new, multiple universal service recipients has grown tenfold from 2000 to 2006 and that unless steps are taken, the fund could double by next year.

At the same hearing, FCC Commissioner Copps noted that the costs of investing and maintaining wireless and wireline infrastructures are different, and the time has come to end the “irrational and costly system of supporting wireless carriers based on the cost of wireline incumbents.”
Congress and the FCC both are looking at ways to avoid the universal service train wreck.  I applaud these efforts and have been involved in helping to shape many of these proposals in a manner that preserves the intent of universal service to ensure that all Americans have access to quality, affordable, advanced telecommunications services.  If we don’t fix universal service soon, this admirable mission may be threatened.
We don’t need to wait for a federal fix, either.  We can start right here in Montana by raising the bar which we use to determine whether we really need multiple recipients of universal service in rural areas.  
Someone has to take hold of the spigot.
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