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The engine that powers the American economy is competition.  Competition drives innovation, creates efficiency and lowers prices for consumers.  Entrepreneurs are free to develop products and services and consumers are free to vote with their wallets, choosing which items to purchase, or not.

We take market economics almost for granted in the United States, assuming that every demand will be met with a product or service, and soon thereafter competition will ensure that only the best products and the best prices will survive.  This is usually the case.  However, in such instances, regulation becomes the surrogate for competition, imposing through government rule various conditions and requirements designed to provide consumers with quality services at reasonable prices, as if competitive forces existed.

Take, for instance, the telecommunications industry.  Not long after the invention of the telephone by Alexander Graham Bell, hundreds of telephone companies began to appear on the scene, primarily in the nation’s urban centers.  Each had its own customers and its own phones.  You could only call people who subscribed to service provided by the same company as yours.  It was terribly inefficient and ineffective.

Then Theodore Vail came along and started buying up these companies, and assembled them under one roof.  He named his company American Telephone & Telegraph Company, or AT&T.  He was so successful, in fact, that he rather quickly built himself a monopoly, which of course created its own set of problems.  

During the Woodrow Wilson Administration, Congress passed the Telecommunications Act of 1934, effectively establishing AT&T as a regulated monopoly.  And life was good under Ma Bell.  For a while.

For 60 years, in fact, the Telecom Act of 1934 remained essentially unchanged.  Of course, it spawned 6 decades of regulatory accumulation.  But by the1960’s it was becoming apparent that the old regulated monopoly was being subjected to the inevitable forces of competition.  First, companies began to market devices that could attach to AT&T’s network or equipment.  Then entire alternative networks began to appear, beginning with an incursion into AT&T’s long distance monopoly by Microwave Communications, Inc., or MCI.

Finally, in 1996, Congress amended the 1934 Telecommunications Act, establishing a policy of promoting competition in the telecommunications market.  Congress envisioned new telephone companies emerging in markets once dominated by a single company.  They thought cable companies would compete with telephone companies in offering telephone service, and vice versa.  
New competitors were largely left unfettered by “legacy” regulation.  Thus, wireless carriers, cable companies, and most importantly—the Internet—were left free to develop on their own and compete with still-regulated telephone companies.  Regulation was considered appropriate for the telephone companies as long as they exercised market dominance that could quash competition.
That was then.  This is now.  
More and more consumers today are dropping their wireline telephone companies entirely and picking up a wireless phone as their primary voice communications system.  Similarly, the Internet has enabled a new kind of voice communication that markets itself as a total replacement for traditional phone service.  Cable companies and Internet Service Providers can offer phone service with a variety of features and functions, at a price that competes directly with traditional phone service.  None of these telecom service providers—cable, wireless, or Internet voice—is regulated.  They offer services, promote products, and price their wares at will, without an iota of regulatory oversight.
Which raises the question: if voice communications service is offered by a variety of non-regulated providers, and these services are competitive in price, quality, and functionality with regulated service, why, then, is the old service still regulated?  After all, if competition is working as it is intended, why is regulation, which is only a surrogate for competition, still necessary?  

Deregulation of course is a bad word in Montana.  But telecom is not electricity.  And besides, the question is not intended to imply abandoning altogether the Public Service Commission’s oversight authority over access to basic telephone service.  The question is whether consumers, not regulation, should be allowed to determine what accessories—or vertical services—they attach to their basic dial tone service.  
One concern of critics is that old monopolies would increase prices.  But in a competitive market, the company that raises prices does so at its own peril.

The point about competition is that companies offer what they believe consumers want, at a price consumers are willing to pay.  If the services or prices fail to meet consumers’ satisfaction, the consumers get to choose what stays, and what goes.  
Of course the devil is in the details.  Specific language clearly delineating basic service—subject to continued regulation—from competitive services—subject to market forces—needs to be developed.  But the time is ripe for a thoughtful debate about where competition can be a much more effective regulator than regulation of telecommunications services.  
#   #   #
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