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(1)
I am aware of the relevant bills that were introduced before we spoke in November (e.g., H.R. 2420, S. 877), and I know generally about some recent activities regarding broadband deployment, including the proposals targeted specifically to the deployment of broadband services in rural areas, but I don't know particular details about what has happened on this issue since we spoke in November.  Can you explain to me how things have unfolded since November and what else has been happening with this issue?


On the one hand the Bells data legislation has gotten some traction but on the other hand it also has not.  [Representatives] Tauzin and Dingell have worked very aggressively to increase the number of cosponsors on their bill.  And they have a lot of cosponsors.  If they get more than 218, then there’ll be pressure on the leadership to bring the bill up.  That’s what they’re trying to do, they’re trying hard to bypass the committee and force the bill onto the floor.  Bliley, the chair of the Commerce Committee, has no interest in moving the bill.  Bliley is strongly pro-competition [pro-WorldCom].  A few months ago Bliley and Tauzin agreed that there would be hearings on the bill even if it wasn’t going to be taken up in committee.  On the House side they won’t move the bill through committee and it’s unlikely the leadership will be willing to bypass the committee.  


Tauzin and Dingell have really worked very hard to sell this bill.  Many of the cosponsors have been pressed personally by Tauzin and Dingell to support it.  So the cosponsorship is based more on political grounds than substantive grounds.  The support is soft.  Members really don’t know what the bill is about and what it will do.  They’ve been selling this as a mere technical correction.  


The House Judiciary Committee has the Goodlatte-Goucher bill.  They pushed for a mark-up of the bill but members were polled and the support just isn’t there. 


Frankly, it’s better for us competition people if the arguments are articulated -- then it becomes clear what this bill is about and that’s when there will be less support.


The Senate Commerce Committee held a hearing on March 28 and they expressed skepticism about moving the Brownback bill (see the report from the hearing).  They’ve indicated that they will not work on it.


There are members who are looking for what would really spur deployment of broadband services.  Senators Moynihan and Bob Kerry have talked about a tax credit plan.  Representatives Dorgan and Stupek have talked about rural loan guarantees.  Unlike the bills the Bells are pushing, these proposals don’t pick a winner and they are technically neutral and company neutral.

(2)
One of the things we talked about when we met was the other people who were actively involved with this issue. 

· Have you continued to work with the members of the Competitive Broadband Coalition (Association for Local Telecommunications Services, AT&T, Commercial Internet eXchange Association, CompTel, Cable & Wireless, Information Technology Association of America, Qwest, Sprint, Telecommunications Resellers Association)?  Are you working with any people or groups that you weren't working with the last time we spoke?

The broadband coalition is still intact.  We have had some other organizations join with us, although not formally.  For instance the AARP has come out on our side although they have other issues that are a bigger priority for them.  Various consumer groups have been supportive too and so has the National Association of Regulatory Utility Commissioners (NARUC).  NARUC is comprised of the state commissioners who regulate utility rates.  They sent letters to the Hill saying that if the bills giving the Bells more access pass, it eliminates any leverage that we have at the state level (to do what I’m not sure).  Consumer utility advocates also agree.  What’s great about getting the support of these groups is that they are third parties without a vested interest in the outcome.

· You mentioned that you were targeting members of the House and Senate Commerce Committees and the House and Senate Judiciary Committees on this issue.  Are these people still your targets?  Do you have any new targets on this issue? 

We’ve had to broaden the scope of our targets and pursue them with renewed vigor because of the efforts made by the Bells and Tauzin and Dingell.  Our particular focus has been the leadership so that efforts to bypass the committee aren’t successful.

· You also mentioned that Representative Bliley and Senator Hollings have been especially helpful on this issue, and that those opposed to your position include: the Bell Operating Companies (SBC, Bell South, Ameritech, Bell Atlantic), GTE, Senator McCain, Representative Dingell, Representative Tauzin, Representative Goodlatte, Representative Boucher, Senator Brownback, Senator Nickles, and Senator Craig.   Are these people still involved?  Are they still your opponents?  Are there any new players on this issue?   
I’d take Nickles and Craig off the list but otherwise these are the people involved. 
(3)
When we spoke last time, you mentioned a number of different arguments you were using to advance your position on this issue:  

· The Telecommunications Act is balanced and working but the Bell companies have waged a four-year effort to delay the Act (with the current effort the latest facet in that campaign). 
· The Bell companies have no intention of opening up their local markets because the profit margin for local service is much higher than it is for long distance.  

· The Bells are saying that rural areas do not have access to high-speed Internet services and that Internet access requires a long distance call.  That a long distance call is needed is not true except in two places, and the regional Bell companies aren't even serving rural areas.  They’re selling off exchanges in rural areas or not providing services there.
· The Bells are saying high-speed Internet access needs to be deployed more rapidly.  But it is already being deployed rapidly.  And, competition is what's been driving them to deploy it.  Keep the pressure on don't gut the Act.
· In discussing the issues related to access, you have to ask what's being deployed and why.  The Bells say we will deploy Digital Subscriber Lines (DSL) if you let us into the rural markets and not make us open up our local markets.  But the reason the Bells are hauling out DSL is because of cable modem competition.  So, they're asking for a competitive advantage.  Why they sat on DSL for so long isn't clear -- they've had it. 
Are these still your main arguments?  Have you incorporated other arguments at this point?  [If new arguments are being used or arguments have otherwise changed ask why new/different arguments are being used?]


Yes, we’re using those same arguments.  One thing we’ve done to underscore our efforts is to emphasize the other groups that oppose the Bells such as regulators and consumer groups.  


I’ve also been printing out and distributing the Bells profits from long distance data revenues.  They’re huge even as they’re claiming that they can’t get into those markets [check, for example, SBC’s investor briefing dated 4/25/00 on their web site].  There’s been a 30-plus percent growth.  One argument we make is that they are into data big time.  To the extent that they aren’t into DSL it’s because they lack technicians [see a Forbes article from 2/21/00 -- we make the point made in this article that there are new technologies and MMDS fixed wireless services (not sure how this is relevant, check article)].  


The bottom line message in terms of what’s at issue is does Congress want to reverse the pro-competition direction of the Act?  Part of our messaging to members is that the Bells are fighting tooth and nail to protect their local monopolies.  What needs to happen is for the Act to be enforced, not new legislation.  But as long as there’s hope for Tauzin-Dingell [the bill], they’ll continue to fight.  We have greater than 3,000 local customers in New York.  Bell, in six months, has a half million long distance customers.  We’ve had to fight for each customer.  This is because of the un-level playing field.  

(4)
Looking back at what's happened so far, do you feel that your organization has had an impact on this issue? 


Absolutely we’ve had an impact both individually and as a coalition.  WorldCom [we’re no longer called MCI WorldCom] has had a pro-competition policy from the beginning.  Policy makers look took us on these issues.  We’re willing as a company to tackle anybody.  We just want a fair shake in the marketplace.  The Bells want the playing field to advantage them.  

(5)
Is there anything else on this issue that I should be asking about?


Section 271 of the Telecommunications Act spells out the things the Bells must do before they can get into the long distance data market.  So far the Department of Justice has opposed all but one of their applications to enter into these markets.  But the DOJ plays only an advisory role.  The FCC makes the actual decision.  The DOJ said yes to SBC’s efforts to move into Texas.  We’ve made the argument that by getting into the long distance markets in states like New York, California, and Texas, they’re really in the market.


It’s been real important for members of Congress to hear from new voices like the Internet Service Providers (ISPs).  To the extent that the Bells characterize this bill as us versus the long distance giants, they’ll get support.  But when members realize that if this is passed ISPs and others would be out of business, then there’s less support.


Today, data not voice is what makes up the biggest percentage of the traffic on phone lines.  If someone has an advantage in that market, it’ll affect everyone else.  This bill would put a stopper on local competition and the fewer incentives to deploy broadband would have a negligible effect.  With the exception of people using cable modems, most people get their Internet hook up through their local phone company.  So the Bells would have an advantage.  With entry into long distance for data, they’d be the only providers to offer a full range of services -- local Internet and long distance data services.


Our vision is that packaging may be appropriate but there should be multiple providers so consumers can choose.  Put us all in a position to compete where no one has an advantage.  The Bells are basically just taking their business plans to Washington.  


Given how controversial this issue is and how short the legislative process is, Congress has to focus on appropriations bills and then on the election.  The legislative window is closing.  The Bells will pull out all the stops but this is not a “this year” law.  They are laying the groundwork for expeditious review of this issue in the next session [of Congress].  And next session will be interesting.  Bliley is retiring and the House could go through considerable turnover because back in ’94 when the Republicans took over Congress they limited committee chairs to six years.  The possible people who could replace Bliley [as Commerce Committee Chair] if the Republicans keep control of Congress are Tauzin from Louisiana --his position is clear-- or Oxley from Ohio.  He’s not as ardent but he’s still a supporter [of the bill the Bells favor].  If the House flips to the Democrats, Dingell will take over as chair.  We know where he stands.  So this is the challenge we face for the next session.


There are incredible differences between the House and Senate.  In many respects the Senate floor often acts as a “committee of one.”  In contrast, on the House side, there is tremendous power in the committees.  Most legislation going through the House is frequently crafted in committee.

Thank you very much. Could I please call you again in another six months for a final update on the work you’re doing on this issue. I’ll call you then. Thanks so much.


Note:  Follow-up in January or February 2001.
