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Commentary-House Universal Service Hearing

July 12, 2006

Last month, I was invited to testify before the House Telecommunications and Internet Subcommittee.  The title of the hearing was “Universal Service: What Are We Subsidizing and Why?”  As the title implies, there are skeptics who question the benefits of the federal program which enables investment in affordable, ubiquitous telecommunications services for residential and business consumers particularly in high-cost rural areas of the nation, like Montana.  Moreover, in part as a result of the federal universal service program, all Americans derive direct economic benefits from ubiquitous access to advanced communications capabilities.  
This is not to say the program is flawless.  It has developed some deficiencies in the last decade, which need to be addressed in order to preserve the program that continues to yield substantial economic benefits for the nation.    
First, to answer the title of this hearing: “what are we subsidizing?”  While some take issue with the term, “subsidy,” the main point is that universal service is a national policy that has existed for economic and social purposes for more than 70 years.  Simply put, all Americans should have access to quality, affordable, advanced telecommunications services.  Much in the same way that the national highway system has enabled transportation of goods from one coast to another, and all points between, so has our nation’s telecommunications infrastructure enabled transportation of information to all corners of the nation, and the world.  Continual investment in upgrading underlying telephone networks enables advanced capabilities to be deployed on a modern telecommunications platform.
Without universal service, investment in this vital infrastructure in high cost parts of the nation may not be possible.  And rates in Montana, for example, would increase by between $330 and $600 a year.  That’s real money in a state like Montana, whose per capita income ranks near the bottom of the nation.  

Montana provides an excellent illustration of why we have universal service.    Despite the significant distance and density challenges that Montana presents, Montana’s rural independent telcos have met the goals of universal service bringing  advanced telecommunications capabilities to remote corners of the country and in do doing, promoting economic opportunity for all Americans no matter where they live.
Moreover, as telecommunications technology and demand has increased, rural telcos are rising to meet broadband challenge.  Congress and the President have called for broadband deployment throughout the United Sates as an important means by which to advance our country’s worldwide economic competitiveness.  Here’s a sampling of what we’ve done in Montana:
· Over 250 rural Montana communities have access to broadband

· Montana’s rural telcos have deployed broadband access to between 80% and nearly 100% of their service areas.
· We’ve deployed videoconference, telemedicine and distance learning access sites in over 130 rural Montana communities, including all Native American Reservations in the state.

As a result of the investment that Montana’s rural telcos have made in advanced telecommunications infrastructure, a growing number of entrepreneurs are finding commercial opportunity in rural Montana.  Software designers, database companies, food processors, and just about any other business you can dream of can locate practically anywhere in Montana and have immediate, quality access to the world’s economy through the investment in broadband technologies that Montana’s rural telcos are pouring into our telecommunications infrastructure.

Investment in a national information infrastructure makes possible a panoply of telecommunications-related applications, services, and businesses that rely on a quality, advanced underlying platform.  For example:
· Wireless capabilities depend on a reliable, redundant, high capacity underlying wireline (or fiber) infrastructure.  Indeed, wireless communications are wireless only from the end user to the nearest point of presence on the wireline network;
· Similarly, VOIP relies on a broadband connection, enabled by the underlying telecom infrastructure;
Additionally, continual investment in the national telecommunications network creates efficiencies that save universal service outlays in the long run.  For example, modern fiber optic backbone technology and softswitches have resulted in carriers receiving less universal service support today than they have in the past.  Two rural telcos in Montana alone have saved the universal service high-cost fund over $2 million by investing in more efficient, and simultaneously, more robust technology.  Concerns about the uncontrolled growth of the universal service fund are misplaced.  

While the reasons for universal service are as valid, if not more, than they were 70 years ago, the universal service funding mechanism is facing a financial squeeze from the dual problem of insufficient, and diminishing revenues and increasing distributions.  Designation of (mostly wireless) newly eligible telecommunications carriers (ETCs) has grown the distribution side of the fund exponentially.  Some question whether universal service is supposed to subsidize competition by awarding financial windfalls to new ETCs.  
Congress is in the midst of re-writing the Telecommunication Act.  Bills in both the House and Senate provide a variety of solutions that will enable universal service to continue to play its vital role in ensuring our nation’s economic vitality and opportunity.  I look forward to working with Congress as it sorts though the various proposals aimed at preserving ubiquitous access to advanced telecommunications by all Americans.
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