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To the extent enactment of the Administration’s legislative
proposals stimulates an acceleration of private investment,
and if the economy remains below full employment through
1894, the economy as a whole gould add a total of 500,000
new employment opportunities during the years 1894 to 1996,

To improve the nation’s emerging National Information
Infrastructure (NII) with technologies that enhance existing
telephone and cable television services, the private sector
may make capital investments over the next décade valued
substantially in excess of $75 billion (in 1934 dollars).
These investments will ocour earlier with the
Administration’s legislative proposals than without.



Innovation in the telecommunications and information sector is
already cccurring at a rapid rate., In the past decade, the
facsinmile machine has shifted from a curicsity to a commonplace,
and the celliular telephone does not lag far behind. Television
news is now transmitted instantaneously from the field to the
studic by satellite., Internet use is moving beyond govermuent
and acadenmic researchers to invelve other governpent functions,
private individuals and private gector firms as wall., The number
and variety of cable television channels has been growing. More
and more, people work from home or the road by computer and :
moden, away from their physical office. The power and
sophistication of personal computers in homes and offices, and
what can be accomplished using them, has grown by leaps and
bounds. ’

It is widely recognized that equally important advances in
technology are on the horizon., Technical change will permit
private industry to make new products and services avallable and
affordable.? We can be confident that a telecommunications and
information revelution is upon usg, even though we do not yet know
the details. Two way, interactive, broadband service will
someday be the norm, although we cannot now know whether the
emerging broadband network will be formed from wires, fiber optic
lines, wireless technologles, or hybrids of these alternatives.
And we can be confident that the computing power available to
consuners of the multinmedia services provided by the emerging
information infrastructure will rise, even though we cannot
predict whether that power will be lodged in & server outside the
house or office, or in the home and office through a personal
computer or & set top. box connected to a television.

The Admninistration’s legislative proposals will accelerate
the rate at which the telecommunications and information
revelution arrives in three ways: by reducing uncertainty about
the course ¢f regulation, by promoting competition throughout the
telecommunications and information industries, and by providing a
mechanism for removing existing regulatory restrictions as the
developnent of competition makes them unnegessary. Private
industry will be encouraged to invest more rapidly in the
nation’s emerging information infrastructure, and to develop new
services more rapidly. The legislative propesals also reduce the
likelihood that regulation will distort the choice of technology
or other investment decisions. These effects on private
investment, combined with the price reductions that will flow
from new entry and greater competition, will accelerate the

*separately from its legislative proposals. for regulatory
reforn, the Administration is funding a wide range of research
and development projects, many in collaboration with industry, to
improve the information infrastructure and develop. improved
applications.



data promesszng sarvxces} 4 In the bagallne saenaxio, these’
sectors will experience significant growth in the next decade
{(Figure 1}.

A similar baseline was createéd for investment in the
telecommunications services component (the Tconduit" category)
{Figure 2). Some ¢of this investment is needed to maintain the
existing level of service when egquipment breaks or becomes
obsolete, or when population grows. 7The rest will make available
the enhanced telecommunications services (e.g. switched broadband
services, tele-medicine, and expanded electronic comperce} and
the new information services (e.g. real-time multimedia services,
electronic dissemination of goverrment information, and "virtual®
£ield trips for school children) that will be available on the
information superhighway of the future. The bhulk of the
investnents necsded to dc g0 will be put into place by 2063, in
the baseline scenario.®

Only & portion of the investment depicted in Figure 2 will
be dedicated to the development of enhanced services. This
portion zan bhe estimated by subtracting the current level of
accounting depreciation recorded by the providers of
telecommunications services--a neasure of the real investment
level required to maintain existing services-—from the projected
gross investment levels. Applying this methodology, the present
value of these incremental wapltal investnments over tha next
decade is approxiwately $78 h;lllan in 1994 dollars.® This is

“These definitions exclude some activities that other
definitions of the telecommunications and information sector have
incloded, For example, the ®content® component excludes
commercial printing and greeting cards, and the "“computers"
copponent exciudes consumer electronics other than communications
eguipment.

rhe estimates illustrated in Figure 2 do not account for
investments made by firms in the Ycontent" or Ycomputers" segment .
of the teleconmmunications and information sector, nor invesitments
by firms elsevhere in the economy that will obtain access to new
narkets and new ways of providing their services from the \
creation of the NII. These figures also do not account for human
capital investments in education and trazning, as workers learn
to use the NII to become more productive.

*This figure assumes that the transmission infrastructure
will be built as a hybrid conbination ¢f fiber optic linesg,
coaxial cable, copper telephone wire, and wireless transmission.
If this portion of the new infrastructure were instead to be
built entirely of fiber optics, replacing rather than upgrading
the existing telecommunications network, the total cost could
sasily exceed $100 billlion, accerding to private sector

’ 4
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the rate of private sector investment in the narrowly-defined
telecommunications industry. The estimates assume that 40
percent of the infrastructure investment made between 2001 and
2003 in the baseline case will instead be put into place balween
1994 and 2000 with new legislation. The 40 percent figure
recognizes the difficulty of accelerating investment that
replaces depreclated capital stock and investment that cannot be
put into place until other investments have bgen made. Under
these assumptions, private investment will become §9 billion
greater each year than the baseline proijects (except half that
amount in 1994).°

C. ' Conseguences for GDP Growth

By accelerating private investwent in the information
infrastructure and accelerating the availability and devalopment.
~of new services, GDP will increase. The three transmigsion
mechanisms involved are discussed in turn.

1. Multiplier Effect of Increased Investment

Every deollar of increased domestic investment before the
year the economy is projected to reach full eaployment is assumed
to increase GDP by $1.60 during the year it occurs. This
multiplier is consistent with the predictions of most large-scale
macroecononic nodels for perisds in which the economy is below
full employment. In recognition of the leading position of U.S.
mamafacturers in producing the sophisticated capital eguipment
required to build an advanced telecommunjcations infrastructure,
the analysis treats all such investment spending as domestic.

2 Shifting Inputs into a High Value~Added Sector

A new job in the telecommunications and informatien sector
will produce greater output per labor input than the average new
4ok in the econony. Thus, when the economy shifts inputs,
especially workers, inte this high value-added sector, national
wealth increases even at fullwemployment. This cannot happen
today because regulation restricts entry and otherwise creates
distortions limiting sector output. Much of that regulation was
necessary in the past in order to prevent the even worse
distortions resulting from the ewercise of market power by a
natural monopolist. But as developments in technology shrink the
scope of potentizl monopoly power in telecommunications, and as

¥

Sthe projections assume that new legislation will not begin
to affect private investment decisions before mid-1394, This
assumption is conservative to the sxtent investment has already
bagun to accelerate in anticipation of the legislative enactnment.
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3. Greater Reonomy-Wide Productivity

The new information infrastructure will boogt the economy’s
productiviey.” - Productivity gains arise for at least two
reasons: geographically distant firms will be able to behave in
more ways as though they were neighbors, and changes in the
innovation process arising from new ways of working will increase
the likelihood of future imnovations. If the investments that
will develop the NII are accelerated, s¢ services come on line
more quickly than in the bageline case, these productivity gains
will commence more guickly than under the baseline scenario.

The GDP estimates below assume that a productivity boost
from the new infrastructure begins in 1928 under the
Adninistration’s legislation. The incremental productivity gain:
ig assumed to be 0.03 percent per year, commencing in 1998, This
figure is consistent with other estimates of the productivity
gaina from infrastructure investments, and excludes preoductivity
gaing already captured by virtue of the shift »f workers to high
valus~added industries.

The productivity rate is assumed to revert to the baseline
trand between 2000 and 2008. This treatment of the productivity
increase iz conservative because it ignores the possibility that
the productivity rate incraase will instead persist.

4. GDP Projections

Taking into account all three transmission mechanisms, the
new legislation is projected to create a stream of annual GDP
_increasegs over the next decade with a present value of more than
2100 billion, More than $30 bhillion ¢f the increases will come
from the multiplier effect of increased investment. Economy-wide
productivity increases account for more than half of the
remainder.

D. Consequences for Employment
An increase in GDP that takes place when the economy is

operating below full esmployment will create new iobs. (In
contrast, no new jobs are available at full employment even if .

Yproductivity gains of this sort are plausible. For
example, one study found a large social gain to computerization
in the finance services industry not captured by the
manufacturers of computers. The downstream benefits of technical
progress in mainframe computers between 1958 and 1972 were
estimated as at least 1.5 to 2 times the level of expenditures in
this sectoy. Timothy F. Braesnahan, "Measuring the Spillovers
from Technical Advance: Mainframe Computers in Financial
Services, " American Econ. Review, vol. 76, 19886, pp. T42-85.

E:d
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Prepared Remarke by
Vige Presldant Al fore
to
comnunications Workers of Anerica
Patrelt, Hichigan
Juns 14, 1994

It is a grest pleagurc €o bhe here -« espaclally with ry
frisnd and your prasident, Morty Bahr,

Morty, that’s 8 great title: President,

T tried for it onrocsa, Thacfa e secyret -~ though it seemed
like ong ‘at the tims.

A fav monthi agoe, we appoiﬁzed & spacial Advigory Council to
advise the Administration on the future of the Hational
Intormation Infragiructure. Morty Bahr was the only union
presidant on that:.panal. ’

President Bahr sharos more than a title with BLll Clinton.
Thay both bellsve we can make this scononmy work for peovple, for,
workarg, -for a3l of us gathered hare Today.

last year, when President Clinton talked (o the AFL-TI0 ha
e2id, YWa'rs xeplaaing poecple who worknd labor over with a
qavprnmant that wdrks with labor.*®

That s trus.

Roemember what things ware iike in 1992?

T used ta cay, everything that should be down was up -~ and
sverytiiing that ghould ke up wap down. Houslhg atarts, down., Job

~ereation, down, Growth, down. Consumor confidence, down, o
Infiation, up. Deficit, up. Unemploymant, up.

and I would gay wa were golng to make things righteidae up
again.

. Wa have. ’

Unamplayment*s down. Tha defleit is down. Houming starts
ars up. Growth is up. Jobs arse up. .

Dagpalr is dewn. And hope §8 upn.

Let’e talk about one isgua. Joks.

In thoess days,; we were 1lgsing 10,000 mancfacturing jobs a
weeX, Unamployment wae st 7.4 ~- and ThRAT didn’t count those
working part~line 6r thoga too digoouraged Lo work.

Well, since Inauguration Day we/ve crosted close to 3.5
million jobs. Thatfg £500 & day == almest enough to £1ill Tigex
Stadium each week. .

Koro new busiresges etarted in 1983 than any ysar singg we
started counting., .

And ws did 4 lot more.

Raemewber how you used to fight for qaad ieginiation aaly to
ace it vatoed? MNow the Pracident signs those bille.

.2 . Hotor votex. SHgned. Family and Medical Leave. Signed.
... We expanded EITC.  8lgned Hatch Act reform.  Signed the
axady Bill, . NHational Service. <Goals 2000., Head Stare

. sxpankion. And’ created an NLRB that baliuvan in calleazive
bargaining‘ . .o
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And we’roe pulling out &)1 the stops to securs pasgaga of
striker replacement legielation., We’ll work to gei it through
Congrese. And as soon as it has been passad the Prepldent wlil
gign ir,

Let me make 'a point sbout one i1gsue you have made your own,

There Le too muth sacret electronic wmonitoring of employeas

" in this country, whether by emplovoers listening in on teolephone

conversations, counting the nunber of keyatrekes ¢r secratly
taping workere on asssembly lires. Why canft vwe protsct honest
vorkare from gecrst snegping hy overzeslous hosses?

S0 we’va dons & lot -~ and we will do a lot. For thers iz a
1ot of unfinished business in Americs.

Although the information sectoer of our economy centinuea Lo
grow, this union has faced » periss of difficult and painful lay-
offu. Botwean ATET and the local exchange carriers, over 206,009
jobs have been cuf since 1984, but you contlnus to qu&niza and
move forvard succeesfully.

Tho goals of 'this Adninletration are your gosls. We're
working clossely with you on critizsl legislation: naaslthoare ...
wolfare rafQrm ... workaer vetraining.

And we are warking with yvou on gomething I74 like to talk
about in the next few plnutas. That’e accelerating conatructien
of the Nati¢nal Information Infrsatrueture -- that petwork of
advaroed conmunications networks that will change the lives of
ail Americana: briuginq teachare and dectors cloger ta studants
and patients; aresating new business opportunitiss; spanning
alstance and time to busld n:zional -— and then giebal ~-
cammuaitzaﬁ .

The NIl will be ocur nctwark ¢! information superhilghways.
But it will eleo be & Vahlels for growth.

Recantly, Laura Tyson and her Countil of Eoonomic kﬁviaéra
have studigd tha econonic bensfite that would come (rom ths
leglislative peackage this Administration hae put together to
accelarate the camﬁng boon in teleceommunlcations services. I'm
happy te bs The first to tsall you the rasultos of that study which
kag bean roleased za&ay

It predicts that in the naxt decade this country will deuble
the amount of dolilars epent in this ecaonomy on telecommunications
and information services.

That incliudes the condults of cosmunleation like talephone
parvice and cable falsvielon: the providers ¢f content, inciuding
television, recorded music and book publishing; and computers,
bolh hardware and coftware.

And what about the oconomic benefirs that would comg rrom
gur propossls -- ones You aupport?

They corclude {t <ould add more than szao biilien ta the
econeny over the naxt decade,

- What doaa a1l thils nean for jobs?’ Ahouﬁ 500, 00T - new. jobs in

] tﬁa naxt twWo and a hilf youars aloné.

hi}
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That 1% why we musi enact legislation that opncourages the
construction of tha NII In the United States. in January of this
year, 1 set forth the Administration’s legislatlive sgenda. we
need leginistion thal secures private investment, provides and
protects compeatition, guaranteesz open accagg; ensuras that
governnental action {tasif is flexgbie, and provides universal
garvice for xll Americans. And ve need to do this in a way thet
protects the good wagee and job conditions you have vorked go
hard to earn &nd securs.

We envision & dsy when any company will be able €0 offer any
gervice 0 any patential ocustonmer,

That's why we’'ve endorsed epecifio measures to allow iogal
talaphone companies to cffer cable telaevision and vidao
programuing; to replace judiclel adminiscration ¢f the Modified
Finsl Judgment with leglsiative gtandards; and to permit, when
pompatitive olrcumatances warrant, tha Reglonal Bell OQperating
Companies to offar long-distanse and certain other services, now.

I'n confldent that whan Congress adjourns next fall ... when
membara go back to their Districts ... they will be able s tell
voters Thay'vse paezsed thig package.

Partly thsat-e bacause of your egupport.

CWA, after 2l), s a unien that locks shead. We naw that
recently, when CWA and tho IBEW antersd an agreemaent that gives
pricrity congldsration for re-saployment to RBOC workers who lose
thair jobs after legislation passes, and which glvoes specisal
conslderation to ATLYT workero when o HBOC offers long-distanca
*  .ophone servicae. This agreement will position you to takxe full

.cantage ol . the goenomic growth that is going to come our way.
™he economic apportunities 4¢ not; howevar, snd a2t our
ional borders.

That’e why we must elav prepare for the future - by
lding the Global Information Infrastructure.

Consider the meeds that must be moet arcund this wplanet,

The Uniced £tates has sbout 55 teiephone lines for every ons
dred peopls —-- and that vieclds talephone accesg for slimost
ryone. By contrast, China nes less than one teluphons line for
ry on¢ hundred pecple. In our owh hemisphere, the growing
nomy wf Brazll has lege than seven phone lines for every ona
iIrod peopla. i

That‘s going to chaenge. By one ¢stimats, four sountriss
e ==~ Ching, Russia, India &nd Brazil -~ will inveet more than
' billion dollars to build additional talophone lines and
ind telaphone pervice batwean 1993 and the and of tha decade.

And we are poised to supply that need. Gur producte and
ricas are recognized around the world as the most innovative.

. Qf the highest guality,  Our information=technology exports
he, world have bheen growing and will continue Lo grow. :
.- Thie Adminiotyation will be working to open markets around
world. W&‘ll be vorking €o promote privatd invastmant and
- -wtition where govarnment: monopolios. exigt; liberalization,
« & compatition Lo not yet permitted; for internationsl
dards that permit open compatition. S
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Recently, Saudi Arabkia owvarded & §4 Dillfion contract o ATET
toe modernize its telephons systam. That d4idn’t happen by
acaideant.

ATHT and its workor¢ demcnstrated the world-class qualley of
ito equipment. Presgident Clinton and Secretaries Christopher and
frown personally communicated The merits of tha ATET kid to the
ssudl Arabisn government. That’s the Kind 3f advacacy that wil)
help ue compete effectivaly for, literally, billlons of 46ilars
of contracts in the coming years.

17 w6 are 1o proaper, sc we must, we mugt he able teo
manufacture goods and providas services that are gold around tha
world.

We’'re slready dolng that.

Lont year, when I wasa in Cantral Aaia, the ?x&aident of
fyrgyzetan €old me his eight-year old son came to him and asid,
"Fathaer, I have to learn English.” '

“But why?" Presidant Akayev sald,

“Because, father, the computer speake Engifegh. ™

If we o&h cohtinue te provide service to Xyrgyzetan and
evorywhere sise .,. your indumtries «will promper.

I’m nonfildent that vhen the Ulgital Revolution nite villages
in Namibla, or ths bhush inm Australis, it will have tha imprint of
Amorica.

But thay will not elluinats the problams that cope from change.

That’s my third point -- That you and we must work togethar
to anaure that sconomie transition doar not horm Ansricen
WOrKern.

You know what ‘I mean -« you know beceuse your union '{g &'
national lisader in sending the sinple mosaage that workers areg
assats to be develeped, not slmply costs tso ba out.

That’s why you workéed eut thiat sgreemsnt with NYNEX. That'e
why CWA has worked with ATET to help crcate the “Workplace of the
Future.

In California, the CWA iz working the creatz the future of
telacommunications. When $TE recently announced plans to bulld =z
new, interactive video network in ventura County vour logal vice
presidunt said, “"The business growth in thess new broadband
gervices provides new gpportunities for our employees.® And she
was right.

That's great.: Jtfs not snough any more to be léan and psan.
fompanica preparing for the future must bs lean ond smart. . And
that means {nvesting in employsss. A8 one of your union
efficials sald to NYNEX, "if you have the compasgich, we have the
craativity.®

Your oreativity will benefit all Azericanﬁ . Becmsume itfe
not onough Just to .pass legislation, or juet to reach .
intarnationsl agrodmants, or even just to ensure that high-
quality workers arae prepared . for nigh-quallty jobe. "Wa must, ac
wall, teach Amsricans about the benafits thavt will cone :rem
'acce&s to.” our Hatienal znformntlcn infrastructure. _
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Today, our language eimilarly fails to aemmuniaat? thea full
gcope of the impact that «1ll reach a1l Amerloans during Lhe
transiticn rrom an indugtrial £o an information age. Weo think of
a telephcne for talking, 4 computer for Lyping and a tajevision
for watching, :

We don’t avan vet have a word -« muoh less s fully
artioulsted vision —- for the davice that will do all threa.

But we do have one advantagé over our predecesscrs one
hundred yesrs ago. We have watched the gwaap ¢f change -« and §o
wo van talk, sven 'if with less than perfect accuracy, ~- ahbout
tha benefite that xdvanced communications will bring.

Some of those UReE are ss complicated am using
suporoomputers o model global climate change, or to craste a
noan-palluting car.

Some wmay bes as simple ag the mageage posted on the :
slovtronic bulletlin hoard of an elementary school in Minnasota by
a sixthegradesr: *I have one dad, ons mom, one sister and one
dog.” Underneath hile messaga, coming over the Intarnet, wasg a
pisture of -~ no, not his dad, mem or elgter -- the mMosT
important ¢na: his dog.

Or consider the Impict on manufacturing. In my home state,
Baturn and the UAW have implemented iocal and wide area networks
that decentralize decision-making and empowar workers on the shop
floor to meke criticsal dscigions. Thatfe not philanthropy;
that’g wiodom.. : '

Ag one exacutive of anothar company said, “All of the good
ideas -~ all ¢f ther -« come from hourly workers.®

Govarnment has an important role to play. wWe Dullit raads
tor automebilas. New we muet help to set the ground rules for the
infoymation superhighways that the privats sectar and your
workers will bulld, 7That msans 2ll the goals I7ve already
outlined ~- inclnding universal service -~ but it also means
wsing eur Influence to get it right. :

Kkt the oame time we avrs pushing forward on legiglation,
government needs té be pudhing forward on regulatory {nitiatives.

Last wewnk the Federal Communications Commisslion dacided to
allocate spectrur for the uwpceming wideband PCS suction. It was
a good decision that will laasd to nev products, new services ~-
and naw, high-guality iobs.

The ¥OC will eoon have to face a related ilssue -~ tha future
of the sg~cglled "pionesr’e prefarensge.® He belleve the careful:
uoe of a plonwer’s prefersnce will banafit net just the pioncaer
but gsociaty. Thie Adeinistration will be submitiing rormal
comments in tha FCC rulemaking cencsrning the future use of the
plongerfs preference. Our position ie simple -~ the pioneer’e

prefarence should ba rotained but ahould nol be permitted to

bestow disproporticnate benefits te any private recipient,
Thue, we beliove that the FOC shiould re-formulate thée future

use ©f the pichaar’s praférence.’ From now -on, a ploneer should
- pay for. Che ues Qf apectrius -- but should recaive a discount

totalling no more than 20% of the value the spechrun award couid
generate’ through. an auction. : : )
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Ae you go forward, in your union work, at the job, when you
sea neighbore snd friends, 1 hope that I <an ¢ount on your hslip.
Wa have investnants to make, legiglation te gnect, progress Lo
attain, Dot we nsoed the supporz ~= ang the understanding of the
American peopla.

I would likxe to seée the (WA launch, with thie
Administration, & national public education canmpalygn that focuaas
attention on the benofita o the nation of the new informatieon
infrastructure.

¥You know how.to do %, Becsure you represent working
Amaricang ~- working Asericons who will be better sgucated, have
better health cire, communicats more oasily, with the future that
your woerkers will bulld.

Sc fsr I’ve boen talking about some far resching changes in
the way Americans -- and ths world ~~ will communicate.

Thess sare changes that will ¢ome fron scientiste working in
labs ... fyom lawyors working wut the intricaciles of patent '
applications ... from entraprenaurs making doclaions about wvhere
to put thely caplital ... from workers increasing productivity and
quality ... from politiciana passing laws.

ADS onange wiil come ane othar way.

By voting.

Walve got tough cleootions coming up In the Fall. 38
governorsg ragks. 34 Sanate reate.  Every geat in the U.8. Houss.
Twanty~four states have both & Sensta and a gubernstorial race.

Thera’¢ a low at gtakae,

Nobody RNhows that bgt?nr than you.

" Take health care. )

I remanber that recent Amaritech'teleconrerence fram
Milwaukes with the Preslaapnt -~ with both Prasidents, achually:
Pregidont ¢linton and Preaident BahT. A CHA mambsr frow Dotrolt
GOt up and pointed eout that without cmpzoyer bagad health
insuranca he would. have bean vipad out by hioc son's iiiness. and
Morty didn’t minge words, elther, “The& highar tha st 2f health
care,” ha said, “the lower tho wages.,”

wWe want Lo pass a hazlth care plan. But no xatﬁar what the
White House wanta to do, we can’t passt a health carse plan alone.

And wa can’t pags a crima biil alone. Or striker
raplacement along.

For that we need help.

There‘s an oid unlon elegan I like wheén it comes time far’
eiections: "“Thy bresd box is ralatsd to the bslish box."

Itfg mover besn more trus than this yaar.

Are we going te have aomd fighits Detwezen Democrats in the
primeriea? . .

- Sure ws will, '

BUT that’s natural. Thate what happens in Primsries.

But somsibing else happeng in primaries. .Wa zeot
candidate¢. We bulld nrqanizati@naq

o 8o I aBk you . all: etart working -- and start today. Maxa
phone calla. Moke yard signs. _ GO door te deor. You/ll win
those votar one by sna. . B : '

8
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pach one wil) make Amerlca etronger.
We're now inte our second cantury since Alswandsy Crahan

Ball invented tho devize that s2 revolutionized cur lives. Az a
writar anace put it: “Man instead of making himoelf hemrd & few
hundred yvards away with a shoutl, can maka himsalf heard arcund

the worid withk a whispor.®
But tha talephone Ls pot iust a tachnical accomplishment,

Yor what would thile lavention b2 without the gysten ¥e have
developod to connect these phones ~~ the system run by you?
You have bullt this country by helpling Americans perforn one

of the pest vital human functions: communication.
Thonaxa Jafferoon once smaid, “He who receives z2n ldea rros

ma, receives instruction vithout legsaning mine; sa he whoe lights
his taper et mine, recelives light without darkening wme,V
When two people zommunicats, both can be anriched. The mera
we can shira information, the mere ysu share, the more you have.
The C¥A has the powar to light the fufure -- to make it
easior for all of us to ses the real advantages that will conma
from The National -« and the Global =« Infermation

Infrastruciure,
I bhope that you will rise to meet that challsnge. 1 lcak

rorward o working witk you =2 you do,
Thank you.






Federal/State/Local Telecom Summit
Conunerce Auditoriim
Monday, January 9, 1995, 908 - 1030

Requested by, Grey Simon
Briefing prepared by: Jim Kohlenberger

EVENT

You are kicking of! and setting the tone for this historic sumout between federal, state and local
governments on telgcommunications issues, This summit follows your announcement Jast
October at the Center for Communications Studies in New York to engage states and localities in
the development and deployment of advanced telecommunications services, Today, you are
announcing a joint "Statement of Pelicy Objectives,” negotiated by the Administration and a
number of state and local umbrella organizations, that embraces your five principles on
telecommunications and acknowledges the historical division of responsibility between levels of
government on these issues {copy attached). Following your remarks, you will take several
written questions from the audicnce in a Press Club type format read by the moderator, Newl
Minnow, Director of the Annenberg Washington Progran. The Sument will include about 500
participants and is cosponsored by Annenberg and the IITF.

LOGISTICS (As of this writing, subject to change)

L Upon arrwal at the Commerce Department, Secretary Bmwn will meet you at
curbgide and proceed with you 1o a holding room 1 where you will greet the others
whao are participating 1n the morning's program. They inclede: Secretary Brown,
Governor (aston Caperton, who you personally invited, Congressman Markey,
Newt Minnow, Larry loving, Reed Hundt, Aone Bingaman, Mayor Victor Ashe
{will probably be arriving later}, and Randy Johnson, a County Commissioner,
They will procecd on stage before you.

- You will be announced from off-stage by Secretary Btown Brown is also
delivering a major speech at the lunch,

© After your remarks, Newt Minnow, Director of the Annenberg Washington
Program, will ask vou several wriiten questions from the sudience. Sample Q&A
~ are aitached.

. After y:mr guestions, you will sit a at the iabfe on Your. right Whll:: Gov. Capcrtc:m
- and Cong. Markey deliver thcu rcmarks

® At the conclusion of Markey N rc:marks Lany Irving w:!! conclude this'segment of
the program by thanking you, the Secretary, the Governor, and the Congmssman i
" for coming. The four of vou will ieave the stage together.




exYOUR ROLECONTRIBUTION

With Pressler scheduled to have hearings this aflernoon on telecommunications,
this is an opportunity to demonsirate your leadership in bringing together leaders
from all levels of government and from both parties to agree upon the basic
objectives for federal telecommaunications policy.

PROGRAM NOTES

Today's Summit Agenda -- You are kicking of! this summit following
introductions by Newt Minnow, Director of the Annenberg Washington Program
The summit consists of four segments:

i} Addresses by key elected officials starting with you and including
Governor Caperton, Senator Pressier, Congressman Markey, Mayor Victor
Ashe, and County Commissioner Randy Johnson.

2) A panel of state and local pelicy experts that includes from the federal
fevel Reed Hundt, Larry Trving, and Anne Bingaman,

3} A luncheon featuring Ron Brown

4 A set of afternoan breaketit sessiouy focussing on key policy 1opics like
focal competition and z:mversa% service, { ;% more detailed agenda
attached.}

Statement of Policy Objectives - You are announcing a joint "Statement of
Policy Objectives," negotiated between the Administration and a auber of state
and local umbrella organizations, that embraces your five principles on
telecommunications and acknowledges the state and local responsibility in these
issues. While the agreement on these policy olbjectives is substantial on its own,
the afternoon breakout sessions will attempt o reach further agreement on more
detailed policy objectives. A copy of the agreement and position papers that

~ represent the adoontsiration’s starting poist for the allernoon breakout sessions are

aitached.

Differences in policy agendas -- The major differences in palicy agendas between
our agenda and states arid localities rests in two main areas -- state and focal .
prccm;}mn and locality mm;}ensazwn for use of nghts of way (this i 15 thc numbz.r :
oné issue for Mayors}.

Preemplmn e s&s you know, fcderai Eeg;s%afzon must preempz state and
local authority to bring about i:}cai competition and many focalities are
. willing to acknowledge that some amount of preemption is insvitable.



Rights of Way - As for compensation for rights of way, this is largely a
lecal issue, very important to the Mayors, and not something we have
inchuded in aur objectives for federal policy. We carcfully crafied language
included in the agreed upon "Statement of Policy Oljectives” that
acknowledges that states and localities must manage public rights of way to
ensure safe and efficient use. Qand A are attached on these and other
isgues, Alse usefisl may be the more detailed papers attached that go into
greater detail on issues written as Adminisiration starting points for the
afiernoon breakout session,

State and Local Umbrelia Organizations
NGA National Governors Association
NAC National Association of Counties
NARUC National Association of Regulatory Utility Comamissioners
NASUCA  National Association of Regulatory Utility Commissioners
NCSIL National Conference of State Legislatores
NLC . National League of Cities
NATOA National Association of Telecommunications Officer and Advisors

ATTACHMENTS

Possible Q&As ~  ~
Statement of Policy Objectives
Breakout issue papess

Summit sgenda

Remarks

o006 O



Federal/State/Local Telecom Summit
Commerce Auditorium
Monday, Jauary 9, 1993, 9115 - 10:00

LEVENT

You are kicking ofl and sctiing the tone for this histonie sumumit between alt fevels of
government on {clccommunications 18sues, This summit follows yowr announcement in
Oxtobr of last year at the Center for Communications Studics in Now York to engage states
and focalitics in the development and deployment of advanced (elecommunications services.
Taday, you are announcing a joint "Statemont of Policy Objectives,” negotiated by the
Administration and a number of state and local umbrella organizations, that embraces your
five principles on telecommunications and acknowludpes the state and local responsibility in
these issues (copy attached). Following your remarks, you will ke several writien questions
from the audience as read by the moderator, Newt Minow, Director of the Annenberg
Washington Program - cosponsors of this summit.

LOGISTICS (As of this writing, subject to change)

#*

s YOUIR ROUCONTRIBUTION

. Today's Summit Agenda - You are kicking ofY this summit following
murodductions by Newt Minnow, Director of the Annenberg Washington
Program and ,.... The summit consists of four segnients:

Addresses by key elected officialy starting with you and including
Gavernor Caperton, Senator Pressler, Congressman Markey, Mavor
Victor Ashe, and County Comnustioner Randy Johnson,

2)  Apanel of state and local policy experts that includes from the fedoral
L level Rﬁ:@dliundl, Larry Irving, and Anne Bingaman .

3y

t of af A ssions focussing on key letcy 10pic,s like .
Es:mi c&mg}mﬁm arzé uﬁzvm scrvice, {A more, detailed agenda i s
fmacl’zed} ' _

’4}\ ‘

.+ ' Statement of Policy Objectives - You are arinouncinig a joint "Statement of



Policy Ohjectives,” negotiated by the Administration and a number of stale and
local umbretia organivations, (hat embraces your {ive principles on
telecompumications and acknowledges the state and focal responsibility o these
ssues. While the agreement on these policy ohjectives 15 substantial on s
own, the afiernoon breakout sessions will atempt to reach further agreement on
more datailed policy objechives.

. Differences in policy agendas -- The mugjor differences in policy agendas
hetween our agenda and states and localitics rests i two main areas - state
andd Jocul preemtion and locality compensation for use of rights of way (this is
the number one issue for Mayors).

Preemiption — As you know, federal legislation rmust preempt state and
local authority to bring local competition and many localitics are willing
to acknowledge that some amount of precmption is inevitablg,

Rights of Way - As for compensation for rights of way, this is largely
a local issue, very controversial and probably should not be addressed
by federal policy. We carelully crafied language included in the agrecd
upon "Statement of Policy Objectives” that acknowledges that states and
localitics must manage public rights of way (o ensure sufe and effciont
use. Qand A are atiached on these and other issyes.

State and Local Unibrella Organizafions

ATTACHMENTS

NGA
NAC
NARUC
NASUCA
NCSL
NLC
NATOA

National Governars Association

Nattonal Association of Countics

National Assoctation of Regulatory Utility Comimissioners
Nastional Association of Regulatory Utility Conunissioners

- National Conforence of State Legislatures

National Leaguc of Citics
Natiomal Association of Telecommunications QOfficer and Advisors
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QUES?XQ&B FOR VICE PRESIDENT GORE OR AESISTANT BECREYARY IRVING
FOR THE PEDERAL/BTATE/LOCAL TELECOMRUNWICATIONS BUMMIT

L. Are there any changes in Administraticn policy on
telgcommunications resulting from the Republican takeover of:

the House and Senate?

Both parties are in basic agreement on the overall goal of -
achieving telecommunications reform, but we still have soma
work to do te iron out the details.

Z. gnw gges the Adminigtration plan to deal with Senator Dole’s
demands for ggiﬁkgr degega;aticn of‘the RBOQ&?

o - We will be 1ock1ng at this issue agaln in the’ context of naw
" biils 1ntradﬁced in th;s sesgion af the angres%. T,

3,  _¥Will the A&z}nzstratigg latradugg izs DY gig atlan this
year?

At this time.we have no specific plans te do §6, As ve
examlne the new legislation introduced in this Congress, we
will be in a ketter position tec make a judgment on the
.natur@ of the hdministratian input that iz needed.

4. “hat is the Adwministration’s position reg rﬁlﬁg gmgmggggg
by firms wanting rtht of way access throaqn public
(Qgggertg . -

~ The Administration understands the great lmpcrtanae of the
issue teo local and staté communities. We will be working .
clogely with thenm to aﬁdress their concerns. : .

T 5. What gra tb ggx xfferengaﬁ between £he Republicans and the
@&m*nlstrat;on (=3¢} telecammnnmcat;cn issues?-

*

) [ _%here is . general agraem&nt an tha wvarrxding gQal af )
.~ - achieving telecommunicitions policy reform this yaar* ‘Where .

oo ‘_idxffarencas arise .in the zmplementatiﬁn details, we’ laok )
Rt fgrward to rasclutzon thxouqh a, cooparat;ve blpartls&n et
oo e “ﬁffﬁrt ‘. C . R . ':‘ o . . - -‘i‘,- " . '. - L

;;w@ und&rstanﬁ the bxll~1 verylazmxlarhte the H¢u$e'hi Lo
5 last‘ﬁesSian«"“ﬁﬁgﬁlll be examining this and anyigther bills:
ylntzoducaé agithe aleccmmungaatlons«rafcrm 1n1tiativf‘gpves
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10.

wWe think the sopt imporiant aspect of last year’s strateqgy
wag tho bipartisan nature of the offoert. Wa plan to
continue such a bipartiszan dialogue with the members of the
104th Congress ~~ some returning and some nDew -— $0 we €an
achigve fundamental telecommunications reform.

Dogs the Adminigtration believe that the NIT will be
accessible for individuals with disapilities?

This Administration will continue to work to ensure that the
NIl is accessible, affordable, and usable by all citizens
regardless of’ incoma, geography, orf disability.

Will che Agmgnis rat; 1l stxll 2im to amen& the 1334
xelaaammnn;rations Act to ;nc}gda zg le 72 N

Aa Qf thzs tlme, we are not moving in thdt dlx@ction._
Nevarthelass, with &volving technaloglaal and market foreas,
we recognize that the lszsuz of regulatary parity for like
services offered by different servxaﬁ providers will nead to
be addressed,

The Administyation has done 3 lot of work on &ﬁudxing‘tﬁﬂ

issue of unzvarsal service, Has {t reached a conclugion
yet? :

Az you have mantzanad we have devoted can&zderahle time to:

this crltzaally important issue and have solicited input
from many different arganizations and individuals. HTIA, in
partnership with state public service commissicns, has held

five £ield heaxzngg in locatieons acress the country, as well
ag & virtual (on-line) conference thig past Fall. . ﬁuilﬁing
en the recerd of the h&arlngs we recently issted an in-
&ﬁpth notice of ingquiry in September on universal service to
provide further uyp&*tunity for comment on 'what the Amarican
people want and need in the xntarmat;an age. ~He are
gurrently analyz;ng xesp¢nsea ta the NOI as: part of this- anw

‘goling process. - We feel we-have mavad quzte a dlstance from

whar& we startad RIS I
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Statemient of Policy Objectives
] Faderal-State-Local Telecom Summit
On January 9 1895, at the mvntalwn of Vice President Gore, eiected
- pfficials and senior officials from federal, state, and local governmant will meet in
Washington, D.C..to address issues of mutual interest concerning the future af
- advanced telecommunications apd the role of sach lavel of government.
Discussions ameng ths various partacz;}ants have lm to t%ze foliawmg framewark f:ar
: d;gcusszc}n '

A *

T &évanaad tolocommunications services can be a ;mwerfu
100l through whmh both the public and private sectors
can enhancse the guality of fife of all Americans, promote

:éaanemtc deveiapmﬁnt in every rcgzan of the nation, ‘and
improve the delivery of public services.

* The current system of regulatory oversight with its
' division of responsibility between federal; state, and tocal,
governmant has beer' instrumental in the United States”
leadership in the :iavef:zgment and de;ﬁcymem of
advanced telecommunications, | The rgpuiatony framewark
necded 16 manage the transition fram a system of
. e :reguiated monopolies to competition should utilize the
:  expertise and expenence tb&z has basn davalopad at eaah
R ievel of g(zvernm&nt ‘

"9. To the. greatest c.xzem pcsszble fnvestmant in and
. deployment of the NI should rest with the private sector,
. including dexzeiapme{zt of technical standacds for the NI -
o that sapport mwra;}erab; ity and mterwnnecton When
o appmpriaw, gov&fnmmt may'act to address market:* -~
_ def:c;erzmcs 0?’ to pursuc specufsc deveiapmem eb]&ctwes,
SRR ‘!‘:,s . “} w . ‘\“,h.,.l
e e Publiz piﬁlﬂl&& and p{actices thst pmmote conzpemtlon
e o and open entry th{eughazﬁ the mdustry are the! best” wayu

'."-'te_stlmuiaw tec%}nologzcai mrmvarmn and fozclency in zbe ‘

Aﬁ competmo:x deveiaps,

B LE LI R

ty with’ respeet to: r?t@s
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f{‘tsé nature of the NIl is'not static, but changes
comtinuously with the introduction of new technologics

and applications: Accordingly, public.policy makers must.

provide o regulatory environment that keaps pace with
technological and market changes.

Praviders of information services should have open,

nondiscriminatory access 1o the public switched
teieccmmwxicat‘ians networks.

As the NI wolves, govemmcnt shauid canlinue ta
ensure that basic consumer protections are in p%ace
mciucimg privacy. ;}{otectzons.

-As tel ecemmumcazzong marksats z:?zang&, govarnment
must ensure that tha public interast’is protected, altowing
states and local | governiments to manage public :ighzs of
way to’ensure sate and efficient use and 1o require any
appropnate mmper’:satlcn for use of suci‘z rights’of way.

Access to a besic levsl of taisacommnnicazims capacify
should be available at affordable, just,-and reasonable
prices. Any changes in legisiatton of regulation should -
.continue the yniversal service policy objective first
estaﬁlssheé in the Cnmmunzcguons ;ﬁ,et of 1334,

State ar*zf:i foca! goverz‘zmems must have adaqaatc time
and - maximum ftexzbzisiy should they revise their
réspective statutes and regu!atwns to acedmplish certain

nar:ena te!ewmmamcatmr&s pahcy 0b;ectwcs

Federal and ‘szate univ‘ersa! service po[ic’:ies should ensure
that te!ewmmumcazrons providers-contribute (o the
mazntemnce of umversa? somce on. an cqw‘zabia and
campetltlveiy neuzra? bas g Lo L,
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NGTIE: The closed bullets above the line have been agread to b?u
various participante at the Summivr. The open bullets helow tha
Line provido a etarting peint for further discuasion.

LOGAL COMPETIT ION

®  Public policies and prac”mces that prometse compecition
.and open entry throughout the indusiry are the besc way
"o stimulate technological innovation and &fflcmanay 1n.
the telecommunications industyy. With increased
competition, regulators should ensure that donsumers
enjoy the full benefits of lower rates and better
services which couwpetition may offer. Asm compétiticn
d&vglagsf reyulatory should retain autharlty with
raspeac to raz&v and consumer protection, '

. - Brmv1de?m of inﬁarmatiau services should have open,

" nondiscriminatory access to.che public switched

teiaﬁqmmunlcgtzons NETWOYES,

. ot b . B Ll
L L i R et W W ks e o e W A g e e e b e

o3 ‘National policy should provide for removal of atatutory
and legal barriers te compatitian in the lncal eaxchangs
market . Statas should maintain the authority to
establish the terms and ceﬁ&ﬁt;onm under which thé
ha¢ecomman1caazon gpyvicas ghey ragulate may be
offered. These terma and conditions wmay include
reguiremente necessary Lo preserve and advance e
universal service, protect the public safety aﬁd ) <
welfard, ensure the continued quality of :
ne?ememmun;e&tiona gervices, and a&i&nuard the . righth . 1
‘of ccnsum&ra . \

o R&aubazxmns shauid maLgh the marketpl&ca. A& t&e
Lo e m&rkptplac& chanhges, outmoded and ynnesessary forme of
' o ; requlation should be eiim*nated le.q. . . current MEJ
SNSRI  regtricciong and ‘commorn CArriéy zagulaizaﬁ RCE ,-,A '
' “3”55;.”“ approprzabe} R@guiatory aurhoritiss ahonld ~al3s8s8 tha
oL, maans to pzcmaae effﬁﬁ&zve aompezztzmn geiuiedsies &ew uanan&&
amd incumbent prmvldﬁr Qp'tﬁlépﬁmm nlmatzans serv;as&“y

sl“‘ Tz

.'... - ,‘.t--

Efimraa should ba made ol &nsure lntPTCQnﬁECthﬁ Qf . '
ncleaamwunln&tians ‘and- zntovmatlaﬁ $ﬂrVJ¢ﬁQ onas il T
”:Mﬁcndmacrlminatmxy, calioaated“ané unbundl&d basia 33-3 zﬁgs-

?'1‘3_33‘%?3?1 pczf«:'};%bl}wy ;
; rea&gggble*”
LRI

o avm Du‘* %&}
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NOTE: The closed bullels above the line have been egreed to by
various participants at the Summit. The open bullets boelow the
line provide a stariing point for further discuusiovu.

UNTVERSAL SERVICE

* Acceas Lo a basic level of telecowmunicaiions capacity
stiould he available at affordable, just, and reasonable
prices. . Xny'chaqgas in legislation or regulation , ;

- © should continue the universal service policy objective
-firat estakliched in khh Communzca 1cns Act of 1334,

. ?edaral and stage, un&versai earvzae p&llci&s ghould
' ensure that telecommunications pravzder& coptribuce to
‘the maintenance of universal service on an equltab‘
‘aﬂd camp@t‘tlvnly nﬁucral bas;s. : REPE

o The pressrvation and ‘advancement of universal service should

- . : be an &xpliciﬁ*abj&ativ& of the Communications &an«
o Voice-grade talephane service -- commonly referred to
dn “plain old telephone ssrvice! (POTS) . ~- should be

available at just and reasonable rates-to all Rme Leang
wuc das*r@ it, , , - . ‘
e The definztan of uni VQrsal sarvxce thulﬁ evolva wvex cime
.- ~ in response to tecnnclogxcal and- econonid developments. As
: wlccammunmaatxona, mass media, and computer technolagies .
' converge to create néw Q&paﬁllth&s all Amerjcang shouid
have access, if they eo desire, to high-guality advanced
T cmmmunica“iona and information services regarxdless of
o ! income, dzsabizlny or location. .
o ol “publie. institutions suckt as.li brar*es,.am%cmlg, L B
A Jhospitals, and ¢linics’ should ‘he connected fo the R
Q»_A@-,a‘ ‘ﬁ«txcaal“Zn ormaﬁxoq,?nfraatruchure 1&2*) c2e) they can o
REREE prav;da ‘aeeess, o fdndivi duals wha may not OtﬁGIWlG&
: Tt  hava asaess to hke_NIZ 1‘”-\ 1,, L fn -

P . E ;
'-i ,,_.‘.- : i‘ o l‘ ".‘ P . .o S X
R R RN

;ﬁnxvarﬁal“ﬁﬁrViaa 18$L&S thzaugh formai ‘and - informal‘-*v'.?
pnO”ﬁdUMQQ iaﬁludmng, where- agyropxzatc,_a Pederal~3tate’
’-sznt“ﬁoard-\»The 8@&@63 shauld have :he f;exlbzlxty ta

-&. 5
Ekﬁg'{t*i‘: o &f;
(V,\i?;}; i’ée
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OTE: The closed bullets above the line have beon agraed tao by

various participants at the Swmic. The opsn bullcets helow the
line provide a starting point for further discussion.

APPLICATIONSE AND NETWORK MODZRNIZATION

. » Advanced telecosmunications services can be a powerful
roel through which both the public and grlvaae sectors
can enhance the guality of life of all Americans,
promote economic developmens in évery region of the
nation, and improve the delivery of publlc services.

- To the greatest extent possible, investment in and
’ deployment of the KII should rest with the private’
o sector, -iacluding devélopment ot technical staﬁéards
.+ for the WIT that support, lnz@zoparabllity and -
1ntazeonn&ctxo&. When appropriate, gavernmant may -tnin
to address market deficiencies or Lo pursue specific
aevelapmﬁnz mb3ectxves, .

o . Fadera), stats, and loeal governments should facilitate
private sector deveélopment of the Hational Information
Infrastructure (NII}, and should seek to ensure that

.the NIL reachesd underseryved areas in the United Scates.
* o  Pederal, state, and local goveérnments should prouvte
the d&velapm&nt of applicationeg and sesrvicess that .
cmaximize the wvalus of the NIT te/users, Arsas of
‘useful applications include,. for.elample: education
(including connecting all clagsrooms}); healch cars;
libraries;. mangfavt&xing;\alec&zcn%c commarce; the
. provision of government services; expanding
~oppeortunities forx people with disabilities;
environmental and .energy management ; teiecommutsng,b _
trahsportation; -emcrgéncy management: arts, humanities:
'amd cuzture, §nd zaw nnforcem&nt cand crzml az Justice,

P&dar&l state. aﬁd local governmento %ﬁd uh& priva?e-; . .
sector, should work eocperatlveiy to provzdé trazning B

o ‘andy ad&cationalaﬁyport&matl&s forx ! perﬁens 1nter&ated in
:hﬁh@,acceﬁsing,the ﬁzI“’ , . W
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NOTE: The closed bullets above the line have been agreed to by
vnrious participants at the Summit. The open bullebs below the
line provide a sterting peoint for further discussion.

REGULATORY FRAMEWORK/FILEXIBILITY

» Tha current system of regulatory oversight with its -
divisicn of responeibility betwean. federal, state, and
Aocal government has been inscrumental in the United
Btates' leadsrship in the development and deployment of
. advanced telecommunications.” The,requlatory framawork
‘needed to manage-the transition’ fram a gystem of .
regulated monopslies to competition should utilize the
_ erpertise and exgerzenca that has been cavaloped at
R amah chnl of gavaznment

N W . “ . .

e ' “The nature of tha &ZI s uOL Stamxc, but changes
céntinveusly with the introdutction of new technologies
: cand applications. Accordingly, public policy makers
. - must provide a regulatory envirooment that keeps pace . |
. : . with t&»unolag cal and markat chanﬁﬂs. .

Yy State and Eacal governmenrq must have aﬁaqadLa time and

' maximoen flexibility should f%@y revise vhelr re&p&&Lqu

statutes and regulations (o amcampliﬁh c&rcazn natlc wal
tclcCOWmanxcatlons paiﬁcy ob}eat“' S SR

¢ . Tha ?edaral aoverﬁmant qhQUZé not manaa&a a part;aalar‘

reguimtwry structure for state regulation of intrastate .
v services subject to state jurisdiction. However, price. caps.
©oror similiar forms of incentive r&gulaﬁiop, ‘have "besen shown o

be more effective in controlling pricee and inducing

‘ effLCL@ut firm behavier than coavantlon“i Tate b&se;xaye otw
oL return x&gulatxcn.,g _f*‘-ﬁ =

.‘C g

FETAE P The" Pcc aﬁd SLACE *agaiatmry ccamlsslons should have -the’
"'JC5,;‘“- authorizy to fmrbear frow megu&atlng firms that, in. the . .. .
L daﬁermmqatloﬁ of. the agﬁn&y‘wth 3urzaa1otx¢n,<lack Market o
.power;: State: ‘dev@rminacions. of ‘market  power. should Bets o
1conszsﬁ&nt wﬂth gu@epllnas &&veiopec by the "FLC after- T
frulamaklng pzacending‘ &L L &mlﬁﬁ$‘StdL& vicwg “on, thﬁ W '

"Mhp oo and statﬁgcommhsgiagé ahauld not - reguia&e e
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NOTE The closed bullets above the line have beexn agreed to by
various partilcipants at the Summit, Thoe open bullets bolow the
line provide a.starting point for further discussion.

CONSUMER PROTECTION

.

* Az tho NIT evolves, government ghould continus to
ensure that-basic consumer proteqtions are in plages,
including privacy protectione. '

. With increased competition, .regulators should ensure
that, consumers enipy the full benefits of lowsr rates
arid better services which competition may offer.
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c”.‘ Rﬁgulatora should have the autharxty to proh bit crogs-
‘gubsidies that buvden consumers and *rustxatg
competxt;an_

o fmnsuwer$ $houlé bﬁ gxotﬁctﬁa aqalns» ”r&t& sha@k“

Cnraugh trangsitional m&chanlsms,\as nee&eﬁ

o Coneunsrs should have acgess Lo full information abmuL
thelr service options; adequata foruma shouid be
meail bEe FOf the r@qozuazo of consuner complaints:

“a_ ALl w&rtxczpanto in the NII ahoula guaré againgt

mwpzayer use .of consumer information. prwpriahe
safeguarde should be impobed to protect pr;v&ry and”
coxfzdent*almty of persgnaz ;niormatzon B
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NOYE: The closed bullets above the line have been agreed to by
various participants af the Summit. The open bullets below the
line provide 2 starting point for further digoussion.

PUBLIC RIGHTS OF WAY

.. ss telecommunications markers change, government must
' - ensure that the public intesrest is protected, allaai%g
atates and local governments to manage -public rights of
way to ensure safe and efficlant use znd Lo yvequire any
ypprop*Lare compensation for use Qf such rights of way

< Government i3z entrusted with {he respon$ibilfty of
managiny public xesources, which may include radio
frequencies, public streets and public eACEMENER, among
olLhers. Any national telecommunications lealislation
that ig enacted should take inge acgount. statc and
local goverhments' ceoncerns regarding the following:

o - Ensuring appropriate compensation by firms
raguiring scgess to public laand.

o Mirimizing the &isrﬁpt;ou of veh- ular
arﬁfflc while Cei&csmﬂhnlcatzoﬁs zac1zitzes
re bEL%g buileo. ov modifiad.

o nwsurlng that the ﬁrccesq of obtaining

e gavernmeﬁt litenses to build: infrastructure
: ig efficisnt for :he licensee and provides

cpportunities for community-based input.
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REMARKS (W
YICE PRESIBENT AL (;ORE
AS DELIVERED TQ THE
FEDFERAL-STATE-LOCAL TELECOMM SUMMIY
WASHINGTON, B.C.
JANUARY 9, 1995

i o

All of us here today know we are 1o the mudst of an Information Revolution. Last
year, when 1 visited students at the Monta Vista High School in California, they showed me
how 10 use their computer network to retrieve a speech 1 had made one day earlier about the
Information Superhighway delivered at UCLA, Then they showed me how 1w retricve 2
pamphiet wrHten years earhier - "Common Senge,” written by Thomas Paine. Paing used the
miformation infrastructure of his day in the service of a different kind of revelution - the
fruits of which we enjoy today.

Paipe wasn'l re-inventing government, of course. He and his contemporanes were
venting a representative democratie government for the first time m history. >

" But Paine’s ingistence on the test of common sense 15 as tmportant iy this informaton
revoiution as it was to our American revolution two centurics agn..

How can we best serve the cause of libenty and enterprise in ¢yberspace? By working
to reach a revolutionary goal through common sense means. '

- - A fime comes in any revolution when expectations are very high butl accomplishnwents
arg not yet concrete. It is at such a time that we must re-dedicaic purselves to the
fundamental purpose of our efforts, measure how far we have come, and cansider how best 1o
accomplish the revolutionary enterprise.

That is the place we occupy today as we take stock of the efforts to develop the
National Information Infrastrusture and, more broadly, the Global Informatoen Infrastructise

Last October, .1 announced that we would hold this summit in erder 10 ensure that we
reman connecled to you -- the people who daily represent the publiz in exploring the details,
opportunities and wpacts of the emerging nformation superhighway,

OF course, this is far from the first time this Administration has reached out 1o state
and local officials. Indeed, sver since T began working 1o create a national information
‘superhighway some 18 years ago, T have been warking closely with many of you hare today
and your eolleagues. :

We share a comumion purpose, 2 purpose President Clinton and 1 outlined over two
years apo when we described our essential. vision of the comzng American ifonnation
ama!kctplacc We seek open and.free competition n whlciz zzzy company i8 fmz 10 of‘{ez any
Atnf'ormaz;ezz gond of service 0 any customer. : o

Why 15 that important?” Very szmp[y - Because oompctztm lowers pr;ccs micreases

‘ cizmccs improves quality and creates jobs. Competition is the kéy. Competition-in the
mformation marketplage will provide Amaenicans lower prices for thar telephone, cable and
information goods aad services and give them more and betier choices in the information and
pragramming ava;tabtc to them. Greater competition “will unleash consumer demand for the

H



new wformanon services and products that will educate, entertain and empower our people,
And that wall lead to new, higher-paying jobs and an economy better prepared for the
chudlengen of the 21t contury.

How do we move toward that gosl? By truplementing five simple principics,
principles that the Admunisiration bas promoied aggressively for the past twe years, These
principles were embraced by the Internavonal Telecommunications Union in Busnos ‘Aires
fast March. They were the framework for discussions at both the Asian Pacific Econoniic
Conference and Hemispheric Summits. Also they vall be the focus of the upconuyg G-7
Ministerial Conferencs oo the Information Society 1o Brussels in late February.

You know what thoge principles are. I've rscited this list so often 1 fesd ag if I'm
reading the Miranda rights of the information supsrhighway, They are compettion, universal
service, private investmend, open access, and flexible governmental acion.

Today, I am very pleased to anncunce thal eur Administration and a number of groups
representing state and local officials are jointly issuing a “Stawment of Policy Objectives" thai
address tgsues of mutus! interest concerning the future of advanced telecommuntestions and
the role of each level of government in building that future. Thig statement of policy
objectives 15 2 major step toward consensus on how to build the information superhighway.

By issuing this statement all of you gathered here today make 2 cigar statenent of
your -« and our -- vision of the path toward telecommunications reform and the development
of the Nil. By endorsing this siatement we each:

. recognize the paramount 1imporiance of prvate Investment o build the NiL
. show our suppor for public policics to promoie competition as the best | .
i stimulus for mnovatton and efficiency;
. confiem the need for apen access to public switched networks f{}r prog,ram
providery; .
- re-affirm the zmpanmmc of untversal service m our telecommunications systeny,
. recognize the necessity of keeping rezulatgous agile enough to match the pace
- of technological and marker changes, and
»  asserl the importanse of governnient action to ;niziccf consamess from raids on

their pocketbooks and their pnvacy.
I fully agree with the statement’s recognitton of e fact that
_ "Ttihe repulatory framework needed to manage the transition from a system of
repuiated monopolies to competifion should utilize the cxpcmsc aud expenence that has been
develaped at ench jevel of governunent”

Yuou have developod expertise and expenionce 1n promoting compeiiion while
protecting consumers, preveating discrimination among previders o7 users, ensuring universal
service for all Amernicans. And we intead fo draw zz;fzon that enormaus expertise i the
mamhs ahead: . » . a

‘Again, competitioni is the key In the long distance market, in Lhe telcpham
cqu:pmeat industry”and elsewhere, 1o the computer industry we have seen the bcncﬁt& f:af
competition often made passible by intelligent government policy.” . -

When monopolies such as thé ariginal AT&T or the local cable company de;zrzvcd the
consumers of the benefits of competition, goveriment has acted as a counterweight o protect
cansumers and give potential competitors a faic chance. Since the break-up of AT&T eleven



years ago, the use of long distance 18 up and prices are dows more than 60% n eal wimy,

When compettion came to the telephone cquipment business, consumers discovered
that they could buy 2 wlephone of their choice for legs than $25 sustead of renting one for
$068 2 yvear

We protected consumers in the Cable Act of 1992 by repulsting poices and ensuring
high-quality services only where no effective competition existed. According to the FCC, the
1992 cable law has potentially saved consumers §3 bilhon.

) The free and competitive market for computers has brosght previously anmm&mablz
wechnological capacity to our offices and our homes. Forty years ago it was proedicted that the
worldwide market for computers would be ten to {ificen machines, In 1980 there were, in
essence, no personal computers ia existence. But in less than a decade, PC prices have
dropped sharply while computing power hag acceferated dynamically - vistually doubliag
every cighteen months, In the last guarter of 1994 Americans bought over 5.8 million
personal compuiers.

At the federal, state, and local levels, we must continue to find new ways to promote
compelition and mpovaton.

We maust spur private investroent, The current auchons of PCS spectrum, pmposed by
President Clinton in 1993, are opeming the door to new wireless technologies while raising
billions of dollars for the U.S, Treasury. The resolt for consumers will be lower prices for
wirgless communication. . )

Also, it wall mean new wirgless services, new jobs and more efficient, more
competitive workers; office workers who will be able to work {rom their computers anywhers
and st} be coonected 1o twir bomes or offices; truck drivers who will be able to get mstant
wformation on delivery requirements; or police officers who will be able 1o sot mug shots
. and police reports on a compuier terminal located in their patrol car,

in addition, we can create the conditions for read competition by ensunng program
providers nondiseriminatory access to information conduits and nctworks, We have heard
much in recent months about the strong beginnings of Direct Broadeast Satellite services -
brngmg up to 150 channels mto-every home anywhere in-the country; sllowing cusiomers (o
watch every NFL game and hundreds of baskethall games, and already serving 300,000
households across the nation, ,

Fve been a supporter of satelhite services for a long time.  But today's competitive
SUCCesses did not arise by happenstance or merely by the workings of an invisible hand.

The program access provisions of the Cable Act of 1992 guaranteed that direct
sateltite services would have programnung to provide ~ a sound examiple of common sense
govemmental action that helps to create the conditions for real competition. There was o
problem because of distorions in the marketplace. The foderal govcmzzmni fixed that
problem by opening up the market © competition. '

And where competztwn can_come. o' the rarketplace and pitt’ government out of
‘business, it is critically zm;}onam that it does so.". President Clinton and 1 have. worked Hard
1o reinvent the feécra} government. Ninety-three per cont of the reinventing g,evemmem
proposals are in'some stage of implementation. In December, the President announced the |

‘major restructuring of five federal agencies. And right now we have underway a
-comprehensive review in a second round of reinventing {;cwerzzzmuih
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We have inittated a regulatary reform offort that will mateh good intentons with gond
segulations by encouraging citizen participation, simplifying regulatory processes and using
mformation techoology everywhese we £an to moet our national goals of better customer
service, mnovation, and nseasurable resulis,

I encourage you to do the same - © look hard af the tasks you perform, 1o decide
which are necessary and which have become superfluous « 0 drive your own agescies to
work faster, betier and smarter,

The 1ssuanés of our Joint Statement today comes ai a cutical -- and ariticily -
appropriate -- time as Congress beging debate over new telecommunications legislation, as
state and focal governmcnts are building mereasing momentum io open markets, and as
natons around the world look to the United States for leaderstup. The framework we issue
today -~ the fact that we at the foderal and state levels can agree on the gudeposts for the
path to reform - will send a clear signal that pur resolve for rsvolutwﬁary change is greater
than ever before. :

Last year, unfortunately, telecommunications reform legistaiton fell by the wayside 1n
the waning days of the Congress as the many vanied participants responded mote 1o their fears
than to their hopes. -

That's not a surprise.  Any revolutionary era means, by definition, that great change is
underway -~ change that mixes lepitimate concerfi about the shifting vature of competitive
advantage with unrealistic fears of the unknown, :

Each industry is trving to enter new markets while keeping competitors out of ils own
old market. The motio seems to be, "Whats mine is ming -- what's youss is negotiable.” We
-have to break this impasse if we are going (o creale a vibrant, competitive informaiiqn
marketplace. Let me pive you some cxamples,

The regional phone comipanics legitimately wani to use their expertise ::mnpcm 111
other markets. But they fear that before they can do so, they wil! become “hollow
monopolics™ - the purveyors of locdl telephone services, but onty 10 customers that others do
not wish to serve.

As a result of those fears, most local phone companies are frying to da,izzy tizc
inavifable - genuing competition for focal telephone services. They are viewsd as delaying
the game when they could be pariners in ncgonating the rules of the game,

Long distance companies - large and small -- wani to ensure that their businesses are
primarily dependent on a local ielephone monopolist to reach their customers and vige versa;
and they especially do not want to be dependent dn a monopolist who is permitted to compeic
with them in therr markets at the same time i}m they and ieca customers have no real
‘choices for local service.

So they are proposing a level of detail dnfﬂculz to achieve in federal legislation bcfou
they are willing to support chauge ‘They, in effect, are demmdzng tmz thc, feetnmcs 10 tlu,

rulebook be written before, the game can begin, e R A

. Cable companies, 100, want to offer new services, izkf: iocai tclcp&aﬁy But tlmy 10,
fear that other competitors. will use past. régulatory advantage -+ or thc capstal gained from
past monopoly slatus - to overwhelm them -

Because of this fear, thcv are using the mgxziator}f process aad fegal chaiig%es o
delay local teiephone company entey into the eable market. Some.of them waould fike to



bring the game to a halt before it even starts.

information service providers are concerned that telephone companies and cable
companics will abuse their control of both content and conduit, They will beuefu from the
butldout of high-speed networks, but fear being left out of the game altogether and being
denied access o American households.

And consumers themselves have fears; as workers and citizens, they don't want to be
left out. The Joint Statement that we issue today accurately describeg advanced
telecommunication services as a potential tool that can empower Americans, thatan cahance
economic opportunity and improve the delivery of public sezvzcc% But 8 teo! can be used
only by those who'held it in their hands. :

Consumers want to ensure that they arg not ézsadvanzagcé by the change that docs
come to them -- that they do not find the cost of being in the game rising constantly with
little benefit to justify it and no merease in the quality of play.

As you knoyﬁ, because you deal with thess issues every day, there is some truth and
some exaggeration in each of these fears - particolarly the fears expressed by private
econoraic imerests, We need to listen carefully 1o the voices of industry, but at the end of the
day wc must ensure that the marketplace favors real competition which 15 aftec ali never
without risk - not only the desires or well-being of & particular competitor.

How do .we reconcile all these fears? Not by making small chanpes to the present

regulatory system. Nor by discounting the legitimate concerns of market plavers because of
the validity of these concems. Nor by continuing to protect monopolies and artificially |
subdividing the telecommunications marketplace. -

“We can deal Wwith all the fears of all the different playess cml} by §zavmg, the covrage
to throw out the regulated monopoly model that we've used for more tham 60 years and
mnstead create a truly compettive marketplace where regulation 15 replaced by-competition on
a fevel playiag feld,

We propose that the Admzzzzszranon work with the Congress, the industry, the publlc
interest community and all of you gatheréd here today 1o decide in a timely manner the rules
necessary for a fair game and et the play begin. No team should be allowed (0 bring in
ringers or begin with-unfair advaniages gained from previous monopolistic positions and
practices and no'team should be aliowed to unduly slow or complicate play.

But the game should not begin on some arbitrary date without rules at all on the
mistaken assumption that & calendar can replace a ruicbook. "Too many people and tusinesses
have 100 much at stake to be subjcct to the vaganies of trying to play now amii figure cut the
rules later: -

in this new compt,tilive world, interconnection rules will eosure that new setwork
service pmvtéms - including utilities and cable companies that wish to offer switched digital

© services -- can compete fairly with incumbent phone companies. The regional phone

‘ cempamcs caii compete on even terms, with tzzzer-exchange wmpamas in both focal and tong- ~ ~

distance markets. Thcasanés of information Service providers and programmers will be able
o compete because we will 'work with tﬁc states to ensure thay ail have non- discf‘zmmamry

access to regulated networks. ‘
And new, morg effective universal service pravzsmns will ensure t}zat all consumers

will be able to enjoy the lower prices and preater cholces competiion will make possible.
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We can create such a warld «- mdm,(i we must <« e order to meet the needs and
climinate the fears of consumers.

But we will sot have full and open compention o privaie mierests use repulalory and
legaslative proceedings as tools for short-lerm competitive advamage rather than a mechanism
for the long-term public good. Repulatory delay must never be permitted to become a tactic
of private, competitive advantage.

So 1 hope that'in your discussions today you will begin to cut through the stalemate
by carefully usbundling the real from the imaginary. L SRR

i suggest a straightforward approach. Competition s always betier than maonopoly.
But monopoly pewer must never be confused wath competition. Two enemies of competition
are monopcly power and unwise government reguiation,

We must remember, after all, that the poal we sesk is real compeution. Not the
Hlusion of compention; not the distant prospect of competition. Because only real
competition can meet the test that consumers rightly demand -~ that prices be fower: quality
higher; and choice, greater. Thats just common senge. »

That 1s why, for example, we have already said that we cannot support a propasal to
fully dercpulate the local telephone exchanges upon the mere prospect that some thearetical
compatitor might be able to provide some services to some hypathetical customer. That is an

atlusion of competition. s snot competttion. Competition must be real. But by the same .
token, we must not use the rationale of scarcity to limit competition n 4 time of
technolopical abundance,

Wheve real compeblion s passible, we must rca{iy the smage for 115 appearance.

And where it is real, we-must be prepared to ce-exam:ne past regulatory mechanisms,
For example, current cable legisiaton established raie regalation in monopoly markets. But
some are suggesting that cable niarkets are changing faster than anticipated.  If the arrival of
diroct broadeast satellite and video dialieas elimmates the need for rawe regulauon, so much
the better. 1 have ne mterest in secing repulatory mechanisms poerpetuated one instant longer
than necessary. U'm sure everyone feels that way,

We will Listen with an open mind. We wall ask what competition exists, for what
markets and for. what services. We will agk what can be done to speed up competition gvon
more. We consider bow best to reach our essential goal of protecting consumers -- and
liberating consumer demand. '

Tt &2 1o fearn from and listen to you that I called dis summit today. And it is why |
encaurage you 10 join the issues md:zy with a-common vision and ¢common goais

We all look forward to working with the leaders of the 104th Congress. We are
already building a bi-partisan’ coalition for reform. We are gager o work with Leader Dolg
and Speaker Gingrich, Senators Pressier and Hollings; and other Senators woarking 0 this
field, and with Congréssmen Bl;ky and E)mge!l Fields and Markey. As last year's
overwhelming vote in the House of chrescnza:zvcs demonstratc{i the case for change
{ranscends poimca} boundaries. o ;

That signal is ampizﬁed by vour eff«:zrts that #re already undczw&y Réprcsemc{i here
are state and local govemnments that are introducing competiton 1o markets that were
previously the domate of monopoly prowdcts that are introducing new maodels of
telemedicing to reducé costs and improve health care defivery; and that are linking their
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schools, librarics and citizvens to the Information superhighway - a goal of parucular
HNPOCANCe o us.

You have been the mnovalors -- you have had o be, i order o keep pace with
techaology. While much attention has been fosused on the federal povernment, many of you
have complately rewnitlen your states' telecommunications rule books. You've introduced
competibon o the markeiplace and found ways to promote new services, better quality, and
lower prices all 2t the same time. There are many mspinng examples. T galute you on the
work you've donc and are doing. e

Not rust communities but whole natons will be helped by the coming of the
information revalution, Because open markets are just as eritical around the world as they are
in the Unuted States.

Free market access will provide eritical support for the ecosomic dcvelo;;zzzem of other
nations, whose businesses and workers need access to advanced technologies tf tZzey are to
rEmain - or o become.-- competitive 1n & global economy.

And open markets will allow people around the world to have access to and choose
from the best in educational, entertainment and cresiive products such as films, sound
recordings, compuier softwase and books.

When nations close markets they closs minds and opportunitics as well, In Burops,
quotas on television limit US. programming, in Canada, my home staie's favorits cable
channel has been Toreed off the air in Australis, preferences are prosaded to domestic films,
and in Columbia a new law just passed to set day-fime quotas for television.

The United States must fight for open markets so that our producis can be sold
- worldwide. We must fight for open markets because the principle of frec nxpmnmn of tdeas
is at stake. We must fight for open markets to protect the hundreds of thousands of jobs.in
the entertainment and content industry,  And we will do 50 - including at the upcoming G-7
ntinisterial conference in Brussels next month.

Sall, there are challenges that repsain in tranglating cur purpase and our objectives into
action, _

The words of Alexis de Toqueville, wiitten in 1835, demonsteates that the case for
change transcends boundaries af time as well,. A keen observer of Amaerican democracy, de
Toqueviile wrate;

I think that it is an arduous undertaking to excite the enthusiasm of a
democratic nation for any theory that does not have a visible, direct, and
immediate bearing on the necupations of thewr daily hives... For i 15 enthusiasm
witich muakes men's [and wonien’s] minds eap off the beaten track and bangs -
about great mntellectual, as well as political, revolution,

We have ssen -- and 1 have deseribed today -~ the evidence of the information
revolution that'is aixcady upon us. lts hustorical penesis is inseparable from our quest for
freedom - from the printing.press that Thdmias Paine used to print “Commorn-Sense™ to the
explosion of talk radio and the growth of the Imcmez Its prospect is for the pursui of ‘
happinass, from jobs and education and health ca{c 1o the smtpizzr p%caz,urc, of watching
{Qz}zhﬁli on 2 Sunday afternoon. Hs time bas come.

Almost exactly a year ago today, } told industry’ Icadcm that we were mcclm;, on
common peound; not to predict the future, but” 1o make firm the ar rng,i,m{_nts for us aerival.




Today, with you, we meet again on conmmon ground, again o make fim the arrangements
that witi altow the inforammion revelution 1o have an even maore visible, direet and tmmediate
impact on the lives of all Amesicaos.
The President, Secretary Brown and 1, and all the mentbers of this Adintnistration here
today, look forward 1o warking topethicr with you.
Thank vou. :
#



Stateiment of P{:s‘iicy.‘ Objactives
Fedaral-State-Locat Tetecom Summit

Cn January 9, 1895, at the invitation of Vi:;é Fresident Gore, clected
officiale and senior officials fmm fcderai state, and local gavernment will meet in .
Wash:ngrom D.C. to address issues of mutual intérest concarning the future cz{
advanced ta%&cammumcatmns and the rofe of each level of gavernmant. ~. .
Discussions among the Vafiods pdrlzcrpanz«; have led Lo zhc fol fcwmg framcwmk for

ﬁfSwUuSiOn

. Advanced telscommunications sarvices can be a powerful
“teol through which both the pyblic and private sectdrs’
can ‘enhance the quafity of life of ol Americans, promote.
acenomic: deveiopmant in every region of the nation, and
zfr*prove the delivery of pub%tc SEIVICes, oo

» The current $ystem of fegulatery oversfgbz thh its

division of respanszt}’l ity between faderal, staté, sad jocal,
gevernment has been instrurnental in the United States’
leadership in'the development end deployment of - = -
aavanced 1c¥ecommmzcattcms\ ‘The regulatory ?ramewerk

' needed 16 managa the transition from a system of
»mgulated monepolies 1 competition should utilize the
‘expertise and cxpmzenec zha*{ has been devaicsped al gach p

level of gavcmmeni

-

* Te U‘ze gr&axest exien‘ possible, mveszment in ang,
deployment of zhss N should rest with the prsvaze sectm,
including development of technical standards for the N
hat suppan ;mew;}erabdaw and interconnection. When
appropriate, government may act to address market:
def"c:cnmes or to pursue spenific d@velc}pmmt ﬂb}&CIiVO“-

“ Public peiiofcs‘:qﬁd practices that promore compatition
and opoir entry throughout the industry arg the bast way
o stimuilate technological innovation and efficiency in thc:
telecomrmunications: undustry. With zacreased

~ compelition,’ qagufators should ensure’ timr comumar&

anjoy the full ‘benefits of ower ratgs and belter services
which gcmgeﬂzzc{z may offer.. As conipetition develops,
mgx}iam:’s should retam aulhomy with réspect to rates
and’cansumer protectw*‘z .



The nature of the N s nat sintic, but changeos
continuously with the intraduction of new wuz;zo?ég%c;}
and applications. Acceordingly. gublic policy makers must
provide a regulatory envicgrment that keeps pace with
tzchnologica! and wucket changes. ‘

Providers ofiinfor'métion services shiould have apen,
" nandiscriminatary access o the public switched
telgcommunications netwaorks..

_ ‘ o CoL j Lt Y . -
A3 the Nil evolves, government should continue to
ensure-that basic consumer protections are in plac::e
mcluﬁzng prwacy pmteczwm - .

As 2a¥acammumcazzon¢ markcts changc, government
must ensure that the pub!zc tnterest ;s prezemed allowing
states and local- governments (o manage public r:«g?}ts of--
’way 10 ensure safe and cHicient Uae and to require any
“gproprzate campcr&sanon far use ‘of *suc?z right of way.

Accgss w3 basic fevél of 'tei‘ecammu:'ﬁca;iong capacity
should be avaidable at affordable, just, and {easoaable
prices, -Any chzzﬁges in {egislation.ot ‘ragulation should .
-continue the universal service policy o-‘a;emwe first
e*:zabhshéc in the Communications Act of ‘%‘-‘-34 .
State and !@'ca? povernments must have ad{:qua?e time
and maximum fiexibilivy should they revise their

. respective: statuies sad ragulaucns to az:z:om{:zhsh Ceriain
national telecommuanications policy ijt?CiiVES

‘Federal and siatﬂ amversai service peifz:fcs stwuid ﬂzxsure
that teiacommamcat;ons providars contribuie 1 the

maintenance of universal service on an eqwzable and

' ccmpetmwiy neuzfa‘ basis. . L
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?f an mfonnatlon revoluhon that w111 change foreve'r the way people - : B .-
thh each other. It will create htmdreds of thousands of new jobs ; and ‘ oo

A7
-State-Local Telecom Summlt

{On telgc'ommumcauons reform, - Govemors and the Admunstratlon have much in common. :
In factt’at the recent Federal/State/Local summit convened by Vice President Gore, NGA .
““worked closely with the Administration and other state and local orgamzatlons to deveIOp an’,
eleven point "Statement of Policy Objecnves" addressmg the most lmportant Lssues for the -

L future of telecemmumcatxons

e ! |II
S0 -" .

, ‘Telecomuumxcauom Refon:n . o ; '
" Telecommunications reform has been a focal issue for the Chnton/Gore Admuustmtlon ﬁ'om
" its inception. : The Administration's efforts to promote developrient . of the:an advanced. *

S telecommumcahons infrastruéture — commonly called the National Informatlon Inf_rastructm-e
el or the NII - are predxcated on ﬁve ﬁmdarnmtal prmelples ' g

L. anate Investment the U S telecommumcatmns system has been bmlt TR
T largely by private mu-eprenems That approach has served us weIJ ﬁle:re 1s S
goodreason nettoabandon it." oy R
e Compemauon The steady growth of eom,aetxtlon in many '

. teleconnnumeatmns markets-over. the years has generated enormous beneﬁts for
.consumers; - govertiment should focus on ways'to increase competition, where 1t
now e}usts and facxhtate competmon in markets whexe it 1s largely absent.

Regulamly Henblhty Govemmmt xegulatxon must be supple enough to. L ,' '
* accommodate: fapidly c.hangmg technological ‘and market- changes; it must give. -
. private firms adequa.te incentives to invest,-to operate: eﬁimently, and to e
mtroduee new semces whﬂe at the same tlme protecnng consumers PR

RO ‘ -.’ Open Access Govemment tegulatlon must ensure that consmners and
new mfonnanon servlces

Umversal Semee All Ammcans must have full and falr access to advanced . AR
: telecommumcanons and. information services, thereby ensuiring that eve:yone '
wﬂl have an Opportumty to sample the ﬁ'mts of the mfonnatton age e,
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. mc’n : sy o . e ‘_‘ . . . . A o
T Pmspacts for iegxsiatw:z are gac}d as teiecemmmzmums i gem:mliy a bxpaztzsar; issue. L
Tegislation passad overwhielmingly in the House last year. The Administration vwanis to work .

" closely with the House and Sénate to enact 1¢gtsiamn that promotes’ compemmzz and choie

- ‘Ihe Qabai izzf{}maa Infmfzm

thé important- international implications and work on advancing a global information

- infrastricturs, The Clinton Administration’s goals are to réach agreement with other -

govermnments to adopt,- aévmae, and apply the GII principles first ‘introduced by Vice

‘ :‘hf President Gore, Ias% Mamh at the, ITU W{}ﬁd Te¥ecom ﬁeveiopmmt szfetmcc in Bm
- Aim o

te, us
t

- ‘_Nexz mnﬂl, the Afirmmsmﬁrz wxil rcIease :ts vzswn ef the GH ina decmnmt entriied, m

ation as a platform to engage other .

govmmts . " commictwe proaess ?,0 enswe fhe elopment of the GII to the mutml

~ for consumers. “Additionaily, the administration wants to work mﬁ} state and kx:ai chzsiators j", |
and mgmais:s {iunng aomdmﬁm af fhe. iegxslaﬁm ' :

"Smafﬁtcrwlm:zzg%ef&emmmolgamm&a&nweda&wnmimkﬁ

 benefit of all cousitries: In Febniary Both Ron Brown and Vice President.Gore will attend thé-,

= “'f"-l_ -7 Ministerial Conference on the Infﬁrmanon Scclexy in, Bm.sseis to seme an seme of “thwf:-
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' JANUARY 19, 1995

MEMORANDUM FOR MARCIA HALE

FROM: - - GREGSIMON -
- JIM KOHLENBERGER
" SUBJECT: . . TELECOMMUNICATIONS AND THE STATES

The- Adxmmstmtlon is suppomng te]ecommmncatlon reform Wthh would remove
~ sorhe of the outdated regulations that are delaymg creation of the "Information Superlughway"._ .

- creatmg jobs.and enhancmg quallty of life 1 in the Process.

- The states are concerned about provnslons that would preempt some of their authonty

. to regulate phone companies, cable companies, and other providers in their states. . In general, |

- the Administration's approach is only to preempt state regulatory power when it inhibits
competition between different sectors of the industry. We would remove barriers that .
currently- prevent cable’ companies from oﬁ‘enng customers phone service —- necessary to . .
. create the competition that will lead to lower prices and better service. State preemption is
only a small part of teleconimunicaticns reform and not a-power grab by the feds - we are
. trying to minimize regulations at all levels. Overall, the Administration, Congress, states and -
local governments each have a key role to play in developmg the Natlonal Infomlanon
Infrastructme S .

. The Adrmmstratlon 1S workmg closely with NGA on teleoonnnmucanon reform. On

. January 9th, the Vice President convened a Federal/State/Local- telecommunications reform

summit and announced agreement on an eleven part statement of obJectwes and principles.

Further discussions will be held in the coming months in an effort to find additional areas of
agreement that could be important input as the 104th Congress consnders major -

" telecommunications policy reform legislation.

Attaehed is a more detailed descnptlon .of ma_]or telecommmucaﬂons issues important
1o Govemors and Mayors ' ' L



MAJOR TELEéme:ccmioms ISSUES for U.S. _GOVERNORS and MAYORS

Based on a review of recent documeuts and ?Qﬁlt*&&& by
organizations’ representlng Lheir interests, the &allawzng &S%ﬁ&&
 related to telecommunications policy appear to be of major
importance to the nation's chavnars and Mayors angd cthex non-
‘Federal off*cwals.,.

.Advanced'Teleccmmunicatians Infrastruchtuye. A coalition of
state and local elected officials ({Btate-Local Coalition} have
~agreed con a “ccncept paper” thab sesmns Lo Suphort the

. Administraticri‘s National Information Infrastructurs ?nmtzanlva
(NIT}. Further, Summit.participants at the January 9, 1995,
Federal-State-Local Telecom Summit, which znaluded NGA ﬁSCM and
- the ﬂatloﬂal Leagua af C*txes, agreed zha:

‘ 'Adva“ued ta*accmwnnlcatxan$ services can be. a gaw&rﬁal ﬁoal
" through which both the gublic and private secbors ¢an
enhance” the -quality of life of all Americang, promote =
economic development in every region of the natzan, &nd
: _mprove the dezhvery-ef pablze gervicen. .

Consistent Wlth a basit tenet of the wﬂl, the & mmlt maxtwcxp&n”$
‘concur that the private sector should *to the maximum extent
. possible” invest in and deploy the NII, including development of
“technical standards.’ Where the marker is deficient or spedific
develogmnpt ab}ectzves ars adopted, they believe that aovernmant

may "act to address . when approprlat&i
Cmmgetxtzom and Regulato;g Reform. . Zn a’ smgniflaan“ turnabOut

from historical positions, state and local organizations
zncladzﬁg the Governors and Mayors have. endorsed competition -
rather than a system of vegulated monopolies as a fundamentally >
desirable Qcizcy for telecommunications markets. For example,

" Bummit participants agreed ag a discussicn framework that

« #{plublic policies and practices. that promote’ COmpetLtlon and -
open entry throughout the *ndustry are the best way.to ‘stimulate
technological efficiency in the telecommunications industry.!t’
Participants also believe that the transition to (effactive)
competition should utilize the "expertise and exparlence" avinced .
at each level of.government. Regulatory "symmetry,” such that -
regulatory requirements should be based on the nature of a given
company's services rather than its technology or name, represents
ancther area on which Federal and state/local pollcymakars s
broadly agrae <

Bl‘feranc&s also exlst between bhe Admlnlstratﬂmn, n the
one hand, and the Governors and Mayors on the other. F¢r
example, whereaﬁ the Administration has advocated that the FCC ha
the major decisionmaker in such areas as -determining when
competition exists in local markets, state and iocal interests
argue that centralized regulation will 1mpede, not fac*lztate,
tha amfmavemen* of competltlon

Qﬁ@g@g@giygggxggg, The State- Local Coalztlew has agvaea than azl
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citizens néed to have comparable access to the NIT. The .
Coalition further recommends that the definition of universal
access be adjusted over time as technology changes. Summit =
participants rag*esentmﬁg each of the three levels of gcvwrnment
concurred that the basic universal service policy cbiective set
forth in the Communications Act of 1934 should.be continued. In-
zddition, these participants agreed that telecommunications - - 1§
pr&v;derS ghould contribute to the maintenance of universal :
service “on an equitable and competztzvgmy neutral basis,®
- which agrees with the thrust of the Administration's 1994
Leglalat;ve White Pape¥. BAn area that may be -more contentious is,
he Coalition’s asserticn that “determining which applza&t“ons o
'on premise ecuipment should be available at affordable prices to
all housahmlds i3 & declsﬁan that shaulé ramaln thh &tate and
l&sal qQVérnment. - : . _ ,

g; L ngngg of Way. Th;s «ssum is the mosh 1mpartant t&xecomw ‘
- related matter for localities, while rating & much lower- przorlty

‘for Federal and arguably even state interests. \Asgerting th
rights-of- way are the “most valuable real estate the: Qﬁb‘lc ¢wn$
and its management is a pcwerful ‘tool to enhance community
welfare and assist economic development,® the Coalition avers :
‘that laaal governments should, consistent with state law, be able
To n&gwhlata dust Cmmpensab*on for access xﬁfrlgh 5 of . way.
"The Summit participants, which included rapresentatlves af each .
-level cf government, agresed only td the framework that would
allow "states and local governments to manage public rlghtg of
‘way to-ensure sale and efficient use and to require any.
appropriate compensation for use of such rights of way.

@. ~Why is the publi¢~right840ﬁ#way issue so éqntentiwus?‘

A. AS“lOC&iiti&SVpOiﬁﬁ cut, revenies generated through cable -
franchise fees are a Ysignificant source of income! for- thoge -
‘localities. “The cities are not only concerned. about rstaining
the right to assess fees on cable entizies, but also saek to - ]
charge all telecom providers, who use these rlg?ts of way.. The
‘Administration has not- yet developed a p051 icn on the matter
beyond- that it is clearly an 1mpartant ‘issue that should be
addressed., Among the concerns, -howsver, are that {1} local and. |
state governments should not be given 3eraﬁzctlon over areas
that do not belong ‘with them, such as management 'of Federal
lands; and (2} these govern%ents may. seek to puvaae ravenue

enhancement beyond that which is just. .This issue promises to.be

one of the most debated before the 104th Congress as it “onsxders
major telecommunicat ians pollcy Zeglalat+on‘
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i n:zezisme is whczlzer it helps the Am(:ncan peopie Le;&éauon should provide

- Commerce Cammzttee N Ca ‘ . ,

wmmszmrxex CON CERNS REGARM\EG s.652: ©
THE TELECOMMUNICATIONS COMPETITION - *
;azm QEREG{ELATZQN AC‘Z{‘ QF 1995

L. - In{mdué‘ti g ;

'{'he: Ac!mmxstratm takes this oppermmty to cammsnt zzpcm S 452, the - :
Telecommunications Com;mztzon ané Dewguian{m Act of 1995, as rcporied by the Scnate

The Administration bsitevas tizat thcz key test z""e* any &Iecomumcaaans

consumers, spur, goondmic gmwth and inpovation, promote private sector investment in azz

¢ advanced tciecommummzmns znfrastmcmre and create jobs! Hewevr:z*, unicasizmg

monopolies before real ccsm;;e’tlunn exists could cause higher prices for consumers and bznder
competition. E}zzrlng the trazzszzmn, safegua:ds are’ nwded 1o br’zng real compe:atmn and all 1£s,
benefits. . . . ;

H

W‘mie szgmi' cant portions cf the i:nii are z:onmstmt With these' pzmmples, in crztzczal
. rcSpe:z:zs the bill: does too little to. pmm&te competition and too0 little to ensure that consumers’ -

) _‘are not hurt by monopolistic behavior, - The Aézmmstratzzm urges the Senate to amend the

lcgls‘iazwn to gnsure a truly competitive ze%emnunzzmcatwns mark&zp*ace by addressmg our

- snajor conderns wzth the bill 23 currezaziy dra{mi befare Senste passage.

} II Cabl ggte Regg[gtm

* i

- The ﬁ;drmms%:a%xon is partlcuiarly cozzcam“d zhout pmwsxons in thc Senate ‘i: 1 that
could: (1} substanﬁally reduce Federe! Communications Commission {(FCC) oversigh}-of th;z

. raws for "cable programming services” chaxgeci by cable systems not subiecr to eff@cth
' competition; ard (2) significantly loosen the 1997 Cable Act's definition of 'cffacuvz:

B competition.” While some relief may be appropriate for small.2nd rural cable sysiems,g the ~

shn .

_broader changes that the 0111 would maice ceuid poteziﬁally have sme‘as adverse affacm\for ’
: _cab%@ subﬁwﬁer& PN . . L >

Regduced R&wla&z}n og Cable P ggmm'mg 1g, Servi g;g S&a tion 204 of the b111 weotld. oo
prcclﬁiie FCC serutiny of & rate for cable programming services (¢ommonly known as

+ "expanded basic services”) unless that rata "substantiaily exceeds the national averagc rate for
- comparable cable programaiing services.' ' This provision could result in cable rates increases

for a large number of consumers, .In addition, consumers of basic: service could see many _
servites pioved to the less regulated upper tiers. The pwvzswn ‘could also petmzt cable

. systems to escape raguéauan through concerted increases iri their expanded basic service rates.
. “Every rate increase by an individual cable system would raise the nationwide average rate for

expanded basic services and, therefore, pave the way, for saizsequmz rate increases not only by
that system bt.t svery @ other cable systczrz

. A ZZITT  BEIQT/EL



e © Redefinition of "Effective Competition™ Section 204 of iha; Senate blli also muid AR
. amend the.Cable Act to declare that a cable system faces. "effective compennmzz" if & Iocal ' S
- exchange carrer (LEC) "offers video programmmg services d.rectly to subscribers” within the'
system’s franchise area, whether over a common carrier video platform or ds a conventional .
~ cable operator. This- ‘provision gppears to deregulzza upon the mezest potential of competition - ‘
from the LECs; without tegard to whether or not such competition really exists on any .
. significant scale. If there are Tegitimaté concerns that the current’ multichannel compctitoz* test
for "effective competition™ iy oo stringent, that pmwszon should-be changed in a way that .o, ol
, szzii zakes zxctual sabsz:nbersth m comp&tmg setvices into account, ' I o R

: . III Teicaf(fable Pr&mszans

&Ithough 2%12: Admmzs‘imﬁon strongly ss.ngorts the bzii’s rep*al of the télco/cable - .
- crossownership rcsmctzan, ‘We are nonetheless concerned’ about the associated provisions that . -
CL 0 woulds {Z) permit mergers end joint ventues between telephone. compamcs (telcos) and cabie‘,‘ :
- systems in the teleog® local service areas; (2) give t2leos the dption of providing video
. programming either via a common carrier video platform or as a mnvcnzzozzai cabie syswm
* and 3} not rcquzm a separaw subsxd;ary fer video programrmng scrvzz:cs. . i

Ahscm;e of an Ann-B uyeut Rcsmctw J?ha Senatz bxii wo&id allow ici::phnne
. companies to buy out local cable companies in the teleo’s local service area. - While teless « - |
- and cable systems are ;}cztannai competitors in the video services market, technological ahange .
and aggressive plant modernization havé positioned cable operators to become viable: .
nroviders of local relephone service as well. Permitting widespread mergers between telcos -
. and..cable systéms, therefore, could undermine this poteatial competition in both the. video and
. telephony markets before it begms pczezmally raising telephone and cable prices paid by .
. consumers. This moveinent to g “one~wire wortd" pctemwl;y would leave antitrust lxtlgatzon
- as the onl j bazm:r to miwom;zetmve behavwr ' :

.  For thm rezson, the Admmzs{raz:on has z:ozzszszemly advocated 2 strong ‘ban on
° ) acqmsmom and joint ventures between teltos and cable systeins in the telcos’ local service.
" area, subject to a limited exception in rural areas and aut}wnty for th: FCC 1o review zizc 'z;an
after a i:&rtain number of years. . .o
. Optional Provision of *u_'_.t. Camer Videg ?la%fem Thc Sexate ill would _
: allow zelcas o provide video pmgrazmnmg services either on & common carrier video dialtone
(VDT) bagis or as a conventional cable operator. The Adiinisteation is concerned that, in the
 latter case, telcos would not be.required to gzwmée common carsier VDT facilities 10
unaffilisted programmers. A comunon carrier VOT platform cannot be merely an option for
telces; but rather shouid be a rcqumé as;zzct of their entry into the video programming '
market. - As'long as telcos continue to control the. pnles and conduits that table ::ampames
- reed to provide service, and-as iong as telcos remain reguiated and dominant pmwd s of
. local telephone servics, there is a substantial risk that telees may be able to gain an
' unwmamad cmm;}e’imve a{ivantag& 0 Zhe video services markﬂt through dmcmmmatmn and

1
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crossﬁsubmdzzanon Requiring telcos to' provide. common cazz‘ler VDT fa.czizzxcs o zmaffilzatsd

_programumers ‘would ensure that programmers have ample opportunities to market services
“directly to subscribers, without havmg to go z‘nrough a conduit-controlling gatckeeper, This

wonild foster additional compmmm in the prczvzswn of video to the homé, with the

. congemitang beneﬁts af: Iawar pmf:s more ;}zogramznng ﬁho:ces and imiproved ctzstomer :

scmcc - ‘ ‘ S . SR
ga“r_aw Smb§;dzmes for Vtgeg ?mggm;m__g “The bill as cmcnﬂy dzaﬁed cioes :z.ot L \
. ‘require that the Bell Operating Companies {(BOCs) establish a séparate szzbsimar}f for video: .- 0 s

programming provided on a common carrier basis, but instead relies on the BOCs not to. zcrass SRR
subsidize between the provision of video programming and telecommunications services. e
Stz'ucmrai Separatlon wou.id bea: bcrter appmach o ensure dewctloz; of such cmss»subsxdz:s

:{V. Loeal C{t‘m elition onnectxoa.}{e

b

' The Aémxmszratmn is ccncenmd that zize provzsmns fa* 1nxzmnncctm may not set 2he
m.ge for effective local competition. With' respect to both prcceéure and substance, the bill’

_does not do endugh to ensure. t‘zat epportur.ztzas for iocal r;ompmtwn wxll be avmiabic 10 alt
ina mpzé tzmeffame : ‘ : .

mg_anpi _qvﬁ lg;ercorzgcatwg Reg;greggcnt  With rcspzct te mtﬁrcemc,cth;, ‘the’ bzli
dcﬁms the relevant market -- for identifying an entity with market power szzbjeci tothe -
interconnection requirernents -~ to include all providers of local telephone service, mgard‘ess
. of thé technology applied. As a result, wireléss services would be included, evenif the pme
cizs;:arzﬁy between the two ¢ chnoéagles ensured that they did zzot cornpete for the same
. customers.’ It would also include every provider of service to discrete custormer mz:hes gven’
if that provider offers no competition whatsoever for the vast majority of customers.’ ’E‘lus is.
-contrary to dccepted principles of market definition, as embodisd in the 1992 Honzmtai
Mcrgcr Guidetines of the Department of Justice and the Federal Trade Comssma The - ‘
- bifl's market éef‘mﬁmn therefore; could seriousty understate the market share of an mmmbcn}t L
"LEC, and result in a failure to apply mterccmectmﬁ duues to a4 camer thal: éocs in fa(:t°¥ ’
S pessess mz:icet power. - : :

¥

L&mﬁ%ﬁm&t vig I\E&gotlatz{m In aiiamng carriers to fulfzii their zitxty o .
interconnect by negotialing agreements with gther cartiers, the bill does not ensure timely N
tnterconnection for’ competztors ‘Since these negatiated agreéments need not satzsfy the list of
mmlz‘zwm standards outlingd in section 251(b}, and since a State has very limited power to

: re}ect a zzeﬁotlateci agreement, 2 BOC monopoizst may be able to malce use of its vastly
superior bargainidg power, gaﬁxculaziy since a sole negotiated agreement may serve as a BOC
ticket into the long distance market in 2 given area. The s‘trcngest wmpeﬂtcrs themfere may
be the last to obtain mtercemecuca agrecmcrus .

w;gs on Rasal " The bifl's prowszons on msale would allow a State to limjt the
™7 resale of subsidized universal service, allowing a company to sell services to other carriers
based on actual cost, exclusive of universal service snppez*{ Thzs would appamz}%zy he
allowed even if thie first carrier keeps the revenues that provide such universal service support, .
- cqab%mg a carier 10 coliect its cost twice -- orce zi’{}m t?ze carvier tha* purchases service for

- 2 T
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‘»resaie ami once fwm the source of umversai service support ’Z"hzs pmwsag}n sizou d theref{}re

be modified z{; prcvant sucb "éoubéez“ colicetmm

W’axvam far Loca Camer Uzziier cértain cfzzzaizimns the - ?CC or a State zzzay wa:ve -

" or modify the minimum mtcrcozizzcctzo;i standards iaid out in Sectioa 251. There isa
" problem, however, ia how the bill defines carriers eligible for such a waiver -- those "with
. fewer than 2% of the Nation’s subscriber fines installed. in the aggrepate nationwide." The

- . poteatiaily be eizgzbie for an exemption, from the znzercomecnﬁzz rez}mrements {}f Sectwn 2511‘

&dmmzsiramn belieyes that %hc 2% figure is too largé becansc, except for'most.of the BOCs
‘and GTE; almost every {}ther -provider of focal exchange service in'the United States would

Fooe

Rugg% }ssue The bill mandates that for i inters xcim:ge: carriers-which serve baﬁz zural‘ s o

- and urban areas, rates must be no more éxpensive in rural areas than in whan areas. This
{ may have several adverse effects on competition: 1yit rnay discourage urban providers from

Fon w4

'acmaiiy czmmbutc to %zzgher urbfsn RS mstcad of iﬁwer rugal rates

cx;zzmémg into rural areas, limiting customer choice in those arcas; and 2) providers that are

. already in rural and urban’ areas wijl be unable lo lower wrban rates to campetztwe levels

becduse'they are tied to the same rate changes in the rural areas. -’i’h;s ;}:‘owsmn :rzay tims

LI I

+ : ' :
Alsc; Section 309 of zi:ze Comxmttw bz H vfeu!ci pe:rmzz States to resmcz ::ompetmv&

eniry in. niral arcas,’| unless new cnttants agree’{o serve an area compai‘%ie to the mcz.m‘ocnt s

o similar terms and conditions. Suck a provision could severely hamper the growth of '

~ competition and the resulting cohsumer benefits. The Administration shares the Commitiee’ é

concern that competition be encouraged in & way that does not sause dislocations for

)  CONSWMETS, wherever they z*&side We believe, however, that the best way to address fins

concern is not by restricting competition, but by adapimg universal service policies, on a-

- competitively neutral basw to pm‘fzec‘{ timse relatzveiy fzw consumm that may ot fuily
. benefit ﬁ:eam compctz%mn : . : .

-

The ?zzien ice Scueezes 'Z‘Eze bill pmvzécs Zmie protectzeﬁ agamst prme

squeszes by the 13(}{33 which could szgmﬁcanﬂy damage both: local and long dzsmcc

' competition. W"}zl& a BOC subsidiary would be required to "pay” or impute the cost-of i inputs ;

" obtained from its param company, the nominal armount it pays for these inputs 15 relatively
‘unimportant, since it is really just o transfer pzvment from one part of the company .to.

another. Thus the BOC parent could inflate its rates for local service inputs without-causing

" any real hanm to its'long distance affiiate. For competitors, hawever, such inflation could be '
devastating, They would have o pay the BOC the inflated prices for local service inputs, but -

‘they would be unable 1o miatch the competitive reiail rates offered by such & BOC, since its-
| costs are recovered elsewhere in the company. In tizazs way a BOC wwié havc: the cz&;}abxlxty
to drm: any compeuwz‘g from the maz‘ke:t

e
rern PN

o HP IO CRIDT/NN

o
v gh
LR
revent 12y


http:bec~~l.Se
http:inst~lled.in

VO E}gmzkong&}isi‘ance Relief , *

. Thc Admmxs&a&wn beiseves that the inkl may. aiiow the BOCs to enier the long. "
distance market before there are real dpportunities for local wm;}&tztwn and under.
circumstances where entry might impede competition it adjacent and more competitive ) o

marksts, This could- eaéaz:zger competition and could represent a lost c;;;portumty to create 0
appropriate incentives 1o open monopolized markets. . As currently drafted, the bill relieson “7 0

- one principal safeguard -~ the public interest test as admmzszmd by the FCC; the Department . L <
of lustice has no demsrf:azz»mai(mg role 4o apply its unwavmng focus azzd aXpemsc ,c faalhtaw o
“»the wtai trzmmnozz from monops%y to. z:ompetmon ) :

AN e

: chzsz»f}istance Eniw, The provzswﬁs in the Scnaza %}1}1 on fong z:izstanca entry. my :
allow BOC entry before real competitive opportunzizcs exist in a given-tocal market. To. - .-~

. obtain relief, a BOC need not enter into intérconnestion mangements with all, or even '

*- several, of its gotential competitors, and i need not reaz:iz agzeemem with any significant o
competitor. .1t must show only that it izas entered info an mterccmeczm agreement that 7

- satisfies the "competitive checklist” in the bill. A BOC could n&gcnatc ar agreement with - A

one weak wmpeamr that satisfied the “competitive checlklist,” therehy obtaining long distance
~ eniry & year or mﬁre before it enters into an wtemanaectwn agreemam wzth any sazzous
. competitor. Jtis Bot requlrcd to si:ww that real campctmve egpo*%umucs or szz:i:z:al
" campetltwa exzts : . :

_ Whll& the’ bzii ‘moves toward z“cqmnng ‘%i}é BOCs to fuiﬁii both the inmportant mmimum‘
"~ interconnection requireinents set forth in section 251 and the partially overlipping ,
- rcqmzmerz?s of the ' c&mgennve checklist” {section 253} i order to obtain long distance’

reiief, BOC entry could occur without satisfying the minimum interconnection. requzremems of .
section 251, Section 251(¢) allows negotiation of interconnection agresments which do not, -
satisfy the minimum interconnection standards of section 251(b). < Thus, the BOC could obtain”

Jong distance entry without agreeing to interconnest at any: tccizmaaily feasible point.in the

© ....-network,.and without agreeing to provide nondiscriminatory 3ccess to facz}mas and
, mformatm mECessary far zntcroperabzlz‘zy of the nam:ks :

e 1} gpartment of Justice Role: 'I‘hrozzghmzt this cantuzy ihe Depmm' of' Justzca (mn h
. has playcé & major role in promoung telecommunications competition. Partx\.ularly in the last
.25 years, the De;}azzmmt has developed, through mvcsﬁgatwv litigation and oversight of the - - -
AT&T divestiture, degp knowiedge and expertise in the erea. This has b&m reinforcéd by the, |
Department’s investigations with respect to telecommunications mergers and ‘other matters, ~ - ..
Given the Antitrust Division’s expertise, the Department of usz‘l{:z should be assigned &
dzzzswn—makmg role in the process, rathier than the consulting role that the bill currently
dictates. The Department should be m;;zzred to assess market facts and determine that entry
' ‘cou}d indeed promote competition without endangering the progress already achieved in
_ enabling adjacent markets to become competitive. . This entry test could bﬁ applied at zhc
~game time and by the same date as the FCC’ 8 more bwa{ﬁ}* focusef} mzry te:st $0 as z«:; enm;xre
no deiay . :
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v .. Immediate Out-of-Region En ntry: Out«af-ragw:z service is not dcf’ ued in the bzil 12 s
unclear whether long distance service that orzgmazcs out-of-region but terrinates in-region
~would be permitted. If service that terminates im-region is included in the definition, then
_ there should be a separate subsidiary- and Q&iﬁr mgzme:'ncnzs ) gzzard against discrimination, )

" especially since zhc BOCs are permitted fo prmzde out-of-region service before meicmentmg -

-~ unbundling and interconnection: - Also, some services may technically orzgmaze; aut@t—r&gma .

but are more apprcpnateéy canmdered as 1nwreg1<m setwces B
Extending the Qomgetmvg Ql}ecklzst The b i prevants the FCC fmm e:{tfmdmg ﬁm ‘

_ termns' of the corupetitive checklist. This could pose a serious pr{;hiem if it means that the

F CC must consider the checklist satisfied even if, for e:xaznple the prices at which unbundled

network elements would be offered would not permit competition, A niche carrier could .

accede 1o high prices in orderto reach a negotiated setilement and avoid pmtracted azbitratmn .

- o1 intervefition, yet the resulting compemwe conditions might ot be af all conducive to ©

general competmi}n tizroughout the axca xzz wmch the: BOC w,s%zad to pmvxdc mterLATA :

service, : : e e e

‘ gg uzl &g 53 far l&’irelaggﬁ_aﬁzers ‘I‘he blli’s elmnanen Qf equai -acesss., . ,
réquirerents for wireless carriers would result in severe harm to compefition. The bz},i w&ald -

B wcall into qzze*smn the recer't AT&T McCaw setilement with DOJ, which demandcd eqm}

access in the merger of AT&T and McCaw to avoid anticompetitive effects in the cellular and .
mmraxchange markets. These protections’ were intended 1o prevent AT&T, whm%z has'a ver'y S
‘large market share for cellular interexchange. servics, from obtaining exclusive control ovér
MeCaw's ceilnlar cus?;ame:s The bill would #lso undo'the DOF proposal regarding eqzzal
-actess requirements for 2he BOCs if they are permitted” o e:nte.( the mte“exahange maricez fmm
&mn* celhziar Operatwns ' : S \

B VI. Erecmghm}

The Acimzmst:anan %}ehcvas tim the: bill should not halt or roli back state efforts to
open telecommunications markets to competition. As currently drafted, héwever, the bill does
- just that in important Tespects. ‘In certain merkets, the bili would extend or preserve the _
BOCs’ local monopolies, delaying ccmpctmon in these moﬁopeizzezi mazkets until the BOCs.

.« enter the long distance market -~ & market which already provides mmnmm: with some of the

penefits of cofppetition. The Administration also believes that the federal gwemmerzz should

not dictate to the states which form of telephone rate regulation is best to protect state - -

consumers under the c!zﬁ"ermt circumstances and lsvels of compe% tion that will- &aveiap s

each state. - . . * :

’ _;R;_gte R'cglziatigw The Adminisiation. believes that price caps, ot similar forms of

" incentive rzguiation, may often be superior to conventional rate-ofvreturn. rcguauon The
FCC and the Statas should have the flexibility to. explore which forms of regu%anon would
‘best serve consumers in markets that are not yet fully competitive.  Stales in pmlcular havé
been mmvatlva m mt‘mdmwg compat;tmn into the marketplace, while at ‘the sama ume :
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,n,‘ ? . - - | )
a pwtectmg co;mumer& 1m§mvmg 1ncmt1ves for :fﬁczency, and’ encazzmvmg the most afi‘ectwa AN
. deployment of the information highway. - Almast. half 0f the States aiready use alterhatives'to™ © " fo
. rate-of-return reguiation, The Administration therefore ogpescs zhe pmvwzan in g bzll that St
, wo:,zili deprw* the FCC and zhe Si&tes i:af thas ﬂaxzblhty - S T

, IQQ&L&?& I.‘)l z}g Party: ’?ha %nata bil] bars Statss frcm ordenng mtraLA’i‘A
_ dzaluzg parity until the regident BOC has obtained long distarice relief. This provision gould -
. curtail computition in mgmficam intralL ATA toll markets now mozzapalzzad or dominated by - 7 JURS
- BOCs because sgveral progressive States {such as Minnesota, Michigan and New. York)are, - = * =i
. enhancing or are about to enhance competition in these matkets by requiring 1mplcmentazzon L e
- of dialing parity. By preempting State prerogatives, the bill would: 1) extend monopoly” "
. cantrol over these inttalLATA toll call markets, whick would hirt consumers, 2) diminish
rather than increase the monopolists’ incentives’ to ogen their markets to competitioh as
‘ mzapzdiy ag pcssxbi& and‘3) put significant pmssure on tae FCC ta apprave: BOC mt&rLA’i‘A
applzcatwns rega*diass of other market cendmnns

\ Joint, Mar%:su;zg “The bill bars masz BOC campetzzors froify marke;mg long cLstaﬁcc T
s semc&g together with resold local service unti] the BOCs are permitted to- offer long deance ——
semw in-region. This may deter some cempe:zwrs from’ engagmg in resale compe:zuon at
- all, ‘and those who choose to compete may charge highér przces to consumers as'a resuit. - _
-Sevcml ¢ompanies have-been providing such service for years to small and’ zmd»s:(za business . -
customers; this will hurt those providers and their customers. The provision also gould T Lo
* diminish the monopolists” incéntives to interconnect their local monopolies as qmciciy as - o,
possible ahd may delay, until after long distance entry, resolition of the considerable = ’
problems which may be involved in mselimg the BOCs" local service. The provision would .
impede the efforts of many States 1o encouragk “one-stop shopping,” and raises the ;arcba%:ﬁaty .
that the FCC.will be under pressure to find the -public interest tést satisfied regardless of - <
“market conditions. Finally, the bili imposes upon- companies’ lacking monopoly power in any -
telephone market all of the costs and inefficiencies of sepam:c m}cetmg, thh no .
corrcspozzdmg bcmﬁt to consmers S :

. Bars Q gv;gw of §tatg ?{J Interconnection miir;g: The bill bars State court *
S review of PUC inferconnection agreements, While this may speed the process,. it vests
"~ tremendous power.in State agencies that may be understaffed and may lack the résouzces:
necessary to make the many decisions required by the bill. . Morsover, it is unclear whetﬁ&r
the bill permits FCCreview in plac& of cowt review, in what circumstances: this zmght ucz:ur
ané whctbcr ?CC decmons Would i turn, be rw;ewabie : .

. V’ﬂ Letgn mers_lrgg

The current ieglsla‘zzon fa,is to specify zbe Execuz:ve Branch'’s rc:tle in cieterﬂnnmg .
. whether Section 3 10(p) foreign ownership restrictions should. be lifted for.a parti cular country.
The Administration feels, strongly that the legislation should explicitly take into account the
Executive Branch’s broad statutery amhomt;e and expe:zttse for matters rclazmg to U.S. trade,

e
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fere:gn wiam:zs fmezgn mvesimcntx, antitrust ;‘mlzcy, and natzzmal security by smsurzag that -
the FCC takes notice of and accords deference to the puizcy detemmaz:ans of the Execu’izVe -
Braz;ch whe;z making its Scetzon 31&&3) aetf:rmmafwas ‘ '

, The iagtslatztm shozzici alse prowde flexibi lzz’y fcr ’ihﬁ Us. gcjvemmcnt to mﬁsxder
" consistent with international abl:gaﬁcm all competitive conditions in foreign mark:&is ’I'hc
. current legislation s too resirictive and should be revised to allow the Executive Brazac}:, in
: ‘”‘advzsmg the FCC on- Sectzczz 3 Iﬂ{b} ‘matters, to iock at the abiiity of U.8~owned carriers to

supply telecommunications services in all market segmerits in.the foreign country and should -~ .-

include 2 national interest excepiion, Thé Executive Branch also needs flexibility 1o czzatznue

its ongoing bilateral and multilateral consultations and negotiations to open overseas :
teiccamumca&cns services markets. Therefore, the icgisiatzmz 5 "snapback” provision, whmi;
presents & unilatersl threat to'remove negotiated benefits, should be deleted, In addition, the " 7~
bill should make clear that any authority. provided by the. ! egzsiancm be exercised: i in a manner.
cz:nsxstezzt wnh mtematzonal oh%zgatwns mciudmg most ‘favored nation commztments

WI Ema ast.‘n X .:“\:\. " ’ ," . . ’x " ‘.":" I:. . .' ," ",‘ “:I‘, :' x"' ‘;\::‘ j bu :

The z&dmsﬁraﬂeﬁ is concamcd tizat the Serzate bill wouid aliow g’:eatm‘ wmentmtmn
in the broadcast mdustry and-less rigorous and timely ovcmghz of broadeast licensees by ﬂze Lo
FCC. The, prowszcns reimng limits on focal and national ownership concentration and .. - :
hzmtmg license review could impede competition and diversity of voices b}f enabhng cmstmg
C _ovmers to - Monca:ntratc mutmi over expandmg t:roadcas‘ capacity. A

K

M_Q;a Cm‘;@t’aﬁom The Senate bill wouid allow for grea‘zer cc;zzcemrazzezz in t}.:e o
broadeast industry, and i i the media zzzdustry generally, by mcwasmg from 25 to 35 percent. .
© = (He national audience one hroadcast owner can reach, and by removing the bfoadeast-cable,
crossowngership ban. ”?he msait cGld be greatly expanded media concentiation 4t the national
and local-levels, Such changf:s should be considered by thé FCC in the context of the coming
gxpansion of broadeast capacity through digital zelewswzz _The uncertain impact of the move .,
1o digital compression and other technological advances argue for deiaymg zmy c}zanges in the ,
zmzitlp{a or 19{:&1 ownersth rules pendmg ﬁmhe:r study

ch Terms Extension: The &dmmzstran{m is cz}ncemed that the Senate bill
" extends the term from five to ten years.far television licenses and from seven to ten years for
radio licenses. The bill also removes the opportunity for “comparative review" at the end of a -~
license term. These yrevismns seriously ‘weaken the FCC's ability to enforce a broadcaster's -
obligation to provide service in the publzc interest. " In pamcular the provisions éepnvz the:
FCC of its traditional authe:zty to. consider applications from competing entities who arguz
that they w111 do a better job- czf scrt;mg the public.

Broadeast Flexibility: The &&mmzs{zatmv gencraliy agrecs wath tl‘ze conccpz of _
‘;smvutl:zzg broadeasters greater spectrium flexibility although there are & number of issues to ke
considered. -For example; if the FCC awards a second channel 1o’ existing broadecasters for’ |
. 'Mvai{}pm&“u of advanced television service, the Senate bill should require the broadeasters to
éﬁ'ﬁ:l‘%ﬁ&? one of their two hcazzses at z%ia end of an ag;?mprmia transition pm{m )
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'_,IX: Eirﬁ &megdment an{i 1,@1: Eﬁforggmem Issge

The Administration shares zize Cmmmﬁiee s goal of preventing cbsmemty from bemg
widely trabsmitted over networks. However, the. Iegislamn raises complex policy issues that

merit close examination prior | to Congressional action. - These include the-tmpact of additional.. . -

:‘egu&aﬁon on the c%evcl&g}mcm of the National Information Infrastructure, the ability of *
industry to develep technological solutions to the probiems the legislanion is intended 10
address, the effect on First &mcndmant ‘and privacy considerations, and the zz*craasmgiy
global nature of the infrastructure.  The pwaemea} ag;pmach taken in this legisiation is . L
inadvisable. Iz'zstead a mmgmhensm review s{wuld be uﬁéertaican, inch.zdkng Congresszonal -
hearuzgs ' : :

, By c,rzmmahzmg tke: transzmssm of mm‘wn&i eutszde the s:;opc of the icgai zief‘mxthz ’

. vcf “Q%scszy,‘* the Amendment will-be subject 10 First Amendment challenge. Moreover, the
-Amendment creates certain new defenises to prosecution that wilt hamper the ability of the ~
Justice, I)epmmnt to prosecute computer obscenity under cv:rcnt statutes. For instance; it
cmﬁd exposc to pras&z:utwa oa!me scmce prov:ders who make 8, good fmth éfforx to iceep

B

g cany pamﬁgraphy, ’cut make: no effort to exercise cdmrmi z:orzzmi o R
Seciwn 5 of the Amendm&nt 1§ mnecessary and cczuld have uumtende& conscquences.
In particular, the ‘addition of a new, undefined category of. "digital" comruunications to the’
' wifetap’ stetute would ouly cause confusion. In fact, digital commuinications are alteady .
o logovered by the statute. In.addition, the sectioa could have an mntcmied effect on the _
: szandazd of criminal liability, reaching into communications not now covered because th::y do
_ not gvince a regsonable expectation of privacy. This standard is in itself shifting in the faca
. of a’continual eresion of that expectation cansed by cmcrgmg technologies. I—Eowever this -~

statute is not the place to raise or deal with this ;:emgiax issue, and the Section wcuid cn,'iy
. foster confusion and unnecessaty litigation.

n

. ‘{}nwersa! Sewzce Iﬁg

_ i’:)nf: of the mam prmtzzgaies af the Admmlstmueﬁ s National Infermaf‘toz; anrastm;:iure‘ -

. initiative is to preserve and advance universal service lo avoid creating o society of ' ‘

informatton "haves” and “have nots." For this reason, the Administration supports the goal of -
universal service, including access for classrooms, libraries, hospitals, and clinics to the
Nationa} Information Infrastructure, inéliding in rura! arezs. Congress should also ‘cohsider
adding appropriate language to the bill that would prevent "redlining" in the provision of ‘
telecommunications and information servicés. ’ :
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FOR IMMEDIATE RELEASE, | CONTACT: 202-456:7035 © .
‘THURSDAY, March 23,1995 . . o o .

A smm*rormvxcmmmﬁm R
om SENATE camcz cnmrrm: 'I'ELECOI\«MUN!CA'I‘IQNS BILL

T >'!

I am. cnmﬁmged to see that the Smata Ccmmezce Commzttee s movmg forward with
= 'teizcommumcattons reforin legislation. The current bill is an improvement over eaclier

M versions that allowed local telephone monopolies 10 enter the long distance phone market on 8
‘ x”d&t& certam -regardless of whether they had :}penad t}wzr own markets to. competition. )

, . am concemed that the bill does not’ provzée consumers and ratepayers the benefits of
Accmpstztm in _their telephone 2nd cable service, -Specifically, the | pmvxsm r&;&eazmg “raté
regulation for z}ze cable services most people buy will fead to unjustified rate increases for

5 cable szzbsmbers We look forward to working with the-Congrtess and the cable industry m LT

achieve ﬁexxbzizty in cable Tate regulations while fully protecting cable subseribers,
_The provisions allowing the local t&iepbene mz}ncpaiws to enter the long distance
arena are “still incomplete, unwisely pre-empt state 1aw ig many areas and do not allow full

. review by the Z}epamnem ef’ }zis'ace to de‘izzmme whethez‘ ﬁle ‘eonditions for. im‘;ai zzam;z&imozz PR

" ‘have been met.

AR

The’ Administration Wzii work wzﬁz Cengress and the telewmmmzcaﬁms m&usﬁy to
“imprbj% this bill and to ensure that cable and telephone users get the bm&fzis of cazmpemgmz

s
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mzpiymg that I told you the Wh:w House would veto the tcimommmlc&gggw%bgi ."';. by,

: the, Semtc Commerm Commitiee. Yot thust have mzswd&rstm&;%yggomﬁgig B responsa
'.-'to your request that the Administration support your legislation. . I'saic el g@\r@im jessdi
P g 2 :

presant form, but we remmmead scverai c%zanges that wauié snak ‘it aczeptabls«to us

Bt

' mcreaslng ss::m;mtttaon for teie;r’hone and’ cabie servives. § ex;;!mhg;i that b
. ckazxgcs to the bill. were necessary before I coazid reccmmmé zim_ Presuieﬁ
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FOR IMMEDIATE RIELEASE B - .CONTACT: 202-456-7035.
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STAW or GREG SIMON -
Ch:ef i}emasuc Pol:cy Adviger 1o the che I’ws:dent o

The }&dmzmszratxan notes with interest the znm}duwon of a bill o change
communications laws by Reps. Bliley and Ifzzéds and a second bill ;utméa{:e:d by Rep.. iiycie
The Administration will present its formal views at the appropriate time to thé Cangress but
severaj aspects af :he Bllley-}?zeids iegislahon ﬁwuld be nazef.i ta::iay ‘ X ‘

* The Bhley»?wids bx 1l does not do enough 10 protef:t Ammms fmm telaph{me and

' _‘cable monopolies. As Rep. Markey and others have noted, the bill would lead to szgmficant
. increases in cable rates for most"Americans befere there is real compctﬁm in most )
‘ wmmumtzes -The bill would allow. wunlimited rate increases for captive customers Of
- monopoly providers with the effsctive date pegg&:i m:t to the emergﬁnce of ¢ mm;}eﬁacn but
- to the ciosmg of the poiis in next year's e!ecnon .

We also are concerned that the, biii_ﬁia‘ws gcg’i{}é%&‘;}mne monopolies to get inte-other

 markets before they have properly opened their local markets to competition.“The conditions

‘are insufficient to' guarantee that tocal phone ccm;:amcs will not exploit their local monopoly
to gain an unfair advantage in their existing new markets. - The Iegzsiazmn as introduced | is
. more szzp;mmvc of meaapaizes mterests zhan thuse of Amerzcan canszzmars

We: sappozt 4 CONsensus process szmziar to lha one followed Iast year in the House, | )
and will work with both the’ Iaéiczafy and Commerce Commitiees o produce Zegmianon that
- will open- mar‘kets icwer prices and provzde the consumers with ﬁze benefits of reai

" competﬁmn a5 soon as pesszble



THE WHITE HOUSE

WARHINGTON

Qutober 26, 1995

Dear Fritz:

I enjoyed our telephone conversation today
regarding the upcoming conference on the
telecommunications reform kill and would like to
follow~up on your request regarding the specific
isgues of concern to me in the proposed legislation.

As I said in our discussion, I am commitied to
pramoting competition in every aspect of the
telecomnpunications and information industries, I
believe that the legislation should protect and
promote diversity of ownership and opinions in the
- mass media, should protect consumers from unjustified
rate increases’ for cable and telephone services, and,
in particulay, should include a test specifically
designed to ensure that the Bell companiss entering
into long distance markets will not inpsads
conpetition.

Barllier this year, my Administration provided
comments on 8. 652 and H.R. 1585 as passed. I
remain concerned that neither bill provides a
meaningful role for the Department of Justice in
safeguarding competition befors local telephone
companies enter new markets. I continue to be
concerned that the bills allow too much concentration
within the mass media and in individual markets,
which could reduce the diversity of news and
information available to the public. 1 alsc believe
that the provisions al}owinq mergers of cable and

. telephone companies are overly broad, In addition, I

oppose deregulating cable programming s<rvices and
equipment rates hefore cable aperators face real
competition. I remain committed, as well, to the
aﬁhar concerns contained in, those earzier statem&nts
.on the two b112$§' . '



Ben., Hollings
Page Two

I applaud the Senate and the Hpouse for including
provisions reaguiring 21l new televisions to contain
technology that will allow parents te block ocut
programs with violent or objectionable content. I
strongly support retention in the final bill of the
Snowe-Rockefaller provision that will ensure that
schools, libraries and hospitals have access to
advanced telecommunications services.

I logk forward to working with you and your
colleagues during the conferencs to produce
legislation that effectively addresses these
CONCBFNS.

Sincerely,

The Honerable Ernest F. Hollings

Ranking Member

Committes on Commerce, Science, and Transportation
United States Senate

Washington, D.C. 205190



CHILDREN'S TELEVISION

Issne

Children spend about 25 hours a week watching television. By the time a child
finishes high school, he or she will have spent between 10,000 and 15,000 hours watching -
television - more hours than spent in the classroom. In 1990, Congress passed the Children's
Television Act, and the FOC has recently released a proposal for trying to increase the
amount of children's programming which has not changed much despite passage of the Agt,

The Federal Communications Commission (IPCC) began mgxﬂ&iazg children's
programming in 1960. In 1984, the FCC eliminated regulations governing children's
programming that had been adopted over the years. Arpuing that "marketplace forces can
befter determine appropriate commercial levels than our own nules," the FCC dropped | ong-
standing commercial time guidelings, including puidelines for children's television.

In June, 1987 the US. Court of Appeals (D.C. Circuit) ruled that the FCC had not
Justified sufficiently its repeal of advertising guidelings for children's television and ordered
the FCC to review its decision. (Action for Children's Television v. FCC, 821 F.2d 741, 744
(1987). In response to the remand, the FCC issued a Further Notice of Proposed
Rulemaking/Naotice of Inquiry in 1987 seeking comumients on the issue of commercialization
puidelines for children's television. Although romments were filed by munerous pames no
FCC action was taken,

‘The Childrer's Television Act of 1990

Trs 1990 the Children's Television Act 1) reinstated commercial time limits during
children's programming o not more than 16.5 minuteshair on weekends and not more than
12 minutes/bour on weekdays, and 2} required that commercial television breadeast Heensees,
as part of their public interest obligations, meet the educational and informational needs of the
child audience through their overall programming as well as through programming
specificallv desioned to meet the educational and informational needs of children,

The Act required licensees to demonsirate at renewal how they have served the

- educational and informational needs of children, including serving their cognitive/intelieciual
or socialfemotional needs. Congress suggested that exarples of educational or informational
shows might include programs like "Fat Albert and the Cosby Kids" which dealt in a
f1*zean1n§fui way for chll{r:rezz with issues suz:?z as drugs, divarce, mends%up an{{ chlld abas& '

The Act 2lsd required the ¥CC to corplete its Rule*nakmgmatm of Zriqzmy mma*ezi

" Tin 1987 on program ‘engj}‘z commmereials, The FOC was directed to consider the cognitive

abilitics of children in requiring sponsorship identification for children's broadcast material.
The Acl dirccted thal commereals should be clearly separaie from pmgra,?*zs for children and

that sgx)rzwrs up identi{ication. must be ??@Sm‘l{’;{i in & manner reasorabl 3 dusl g,ncd o ;zsszst
. chuldren in urzdm‘smndmg it - CLe . .



Center for Media Education Report

In September of 1992, the Center for Media Education (CME) released 2 study of
stations’ complidnce with the Act. The study focused on what broadeasters submitted as
programming mﬁmlb;d@m&d to meet the educational and informational needs of
children. It contained three major findings: 1) entertainment shows such as the Jelsons or Yo
Yogi were being submitted ag specifically designed to be educational programming; 2) very
few new programs for kids had been created since passage of the Act; and 3) the few new
programs ofien were aired af fimes Inaccessible to children,

Congressional Action

On March 10, and June §, 1993, the House Subcomumittee on Telecommunications and
Finance held oversight hearings to explore FCC enforcement of, and broadcaster compliance
with, the Act. Several members of the Subcommitiee expressed the opinion that the FCC, -
through its outstanding Notice of Inquiry, needed to strength and clarify its rules on
broadeasters' obligations under the Act given the broadeasters performance to date.

Broadessters Response

Witnesses representing the broadcast industry stated their belief that the Act had
successfilly encouraged the development of new, innovative educational programs for
children and had increased the marketplace derhand for these programs. They cited examples
of children's programs that had been created following passage of the Act. The NAB testified
that they do not believe any fusther clarification of the Act s necessary, and that guidelines
regarding standard length programming or time periods would be an infringement of
broadcasters' independent decisionmaking.

In the past year, FOX has added the first daily children's educational prograrming to
be on the air since Captain Kangaroo. FOX now airs about 4 hours per week of educational
programming, ABC airs the least, with one haif hour, The NAB estimates that broadcasters
air about 4 hours a week on average of educational programuming, but there have been no
independent surveys (o estimate the average amount of programming. The Association of
Independent Television Statiens filed comments with the FOC suggesting 4 minimu
requirement of 2 hows ger week of each licenses under the Act.

The FOC Notice of Inquity

On March’ 2, 1993, the FCC refeased a Notice of Enﬁuizy {N{}*{zcc)‘ o examiive whether
stations were Qoznpiy ing with the Act and whether rcpomng re{;zzﬁ“emf’nts should be chang'c{i *
to increase compli ance wilz the law, . L

In the Natice, z‘m- Co nmissior rcpoﬂe{i that broadeasters are i substantial compliance
with the conwiereral time Himis requued u ndder the Act. Specifically, the Comumission noted”
. thata J&‘Z.de‘}?, 1992 field audit’ rewemzzg broadeaster and cable advezmswg pracizces f(}und



complance rates exceeding 90 percent.  Preliminary reports from a more recent field audit
also suggest overall compliance rates that exceed 90 percent.

{On the other hand, the Commission found that there had been virtually no response to
the Act's requirements that stations provide educational programming, and that recent renewal

applications show little change in available programming that addresses the needs of the child
audience.

The FCO released another NPRM on the Children's Television Act on April 5, 1995,
The NPRM proposed that each licensee be required to air one hour a week of educational
prograrmuning on its station, and to be responsible for an additional two hours of programming
that the Heenses can pay another licenses in the market to air. The Commission proposed
that these could be met by counting existing programming, The FCC proposed that the hours
coutd be "traded” to other stations and requested comment on whether hours could be traded
to the local public broadcasting station.

Several concerms have been raised by children's television advocates about the impact
of this proposal. With a requirement thar licensees only have to air one hour, it is possible
that licensees will reduce their hours of educational programming to that amount, thus ieadm&
to a reduction in children's educational programming on commercial stations.

In agi{iitlm sinee the tradable hours do not have 1o be riew hours, stations could

"simply pay. PIS for one or two of the almost 40 howrs & week of children's educational -

programming caried by PBS stations. Even if every station in the market paid the iacai
nonoommercial station to alr two hours, this woudd add up to maybe 10 howrs a week. PBS
carries 10 hours a day of children's educational programuming in Washington, [t is unlikely
that this would lead to an incregse in children's programmming on PBS stations. [n addition,
with such a surplus of hours of children's progranmuming on noncommercial statians, it 1s
unlikely that PRS would be able to extract any significant payment from commerciatl
broadeasters,

One final concern childeen's television advocates raise is that if commercial stalions
can pay PBS 1o carry educational programming, the argument for federal funding will be
weakened,  Edocational children's programming 18 one of the most important reasons o
continue funding public television. If this programming is partially supported in another.way
it will be hard to argue o continued federal ¢ flding, Yol any payments from commercial
stations {0 noncommercial stations will go te the local stations, not 10 PBS. 1t is not clear

-that this would resuit in Li}{’. gzmdzlctlon of more quahty educational ciz;ldren $ programming,

.3;;_{ .



THE WHITE HOUSE
OFFICE OF THE VICE PRESIDENT

FOR IMMEDIATE RELEASE ‘ CONTACT: 202.456.7035
WEDNESDAY, December 20, 1995

STATEMENT OF THE VICE PRESIDENT

Today we had & victory for the American economy and the American consumer with
the biparlisan agreenient to create a telecommunications industry for the 21st Century in a
way that will lower prices, inorcase and improve services in telecommunications and preserve
the diversity of vaoices and viewpoints in television and radio that are essential to our
democracy.

The agrecment today wifl prevest the media concentration that was of concemn to the
President and will provide for fair conmpetition between lecal and long-distance telephone
companies. It also provides for greater floxibilily in cable programmung services while
preventing de-regulation of companies thit do not face competition for several years.
We are very gratified that the bill contains the provisions for the V-chip that will
. gnabie families 10 control the condent of television programming that comes mio their homes
©and that it containg a provision to make advced telecommunications services avaiiabie ot
low cost to schools, libranes and bospitals,

i
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(linton’s latest crime
weapon: Cell phones

By Jessica Lae
USA TODAY

President Clinton plans 1o in-
trociuce oeliuiar phones txday
s e pewest weavon i his
cERmunity policing initiative.

He and Viee President Gore
bave schieduled 8 Rose Garden
CRICIRORY 1D {DAUGUIRIE & PTo-
gram gimed at squpping ev.
ery ane of the nation's 28,000
aeighbarhood walch programs
with a cell phone.

Tie program, calied Com-
rmunities on Phone Patrol,
Starts out with 58000 phones
paid for by the Cellainr Tele
socistion, 1 (ude provp of
wireless garviers.

Distributing phones s the
latest move in the White
House's community policing
inidative. That collscsion of
PrOQYEmMS seeis 0 put 100,000
more offcers on patci, rece
gurs used in crimes and ootify
comtsunitiey i¢ their neighbors
are otivicied sex offenders,

Politieally, { renmesents an-
other effort t shpwcase the
{linton sdmministation as twugh
on erime. & _
publicans’ muditions! stecion
year cigim that theirs i the

USA ‘i’f}day

SJuly 17,

the Re’

crime-fightng party.
Under the program, ae in

’ dustyy provides photies and sir

Eme 1o the comuminity groupy
at no oo, The ghones will be
prep. e dial iocnl
police, fire, bospitals or 811,

“Therell be car phane per
patrel. People don't even have
to dial, just press one huton ”
CTIA spokesmman T Ayers
expiained Tuesday,

He estimated the cost of the
donation &t $10 millien 10 $20
million, And be axpinined that
the pDew program i "% vast ex.
parsion™ of & program the
wireleas Indusiry aiready runs
in 35 communities,

Sacramente Police Sgt. Joe
Valermuela said neighborhood
watch in his commiL-

gity have.been using celf .

phones for & yesr with rmuch
e

He atribuies the use of cell
phones in {he arrest of 308 iodi-
vidusls in 25 neighborhoods. -

(lting one exampie, he said:
“In the mictown area of Sacrs-
mento we had ope apartnent
comipisx 1t wins rEVengus
with drugs. The neighborhood
joined mpether with police and
used phones, We basically shut
dowm that drug deating ™
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GFRICE QF THE VICE PRESIDENT
WASHING TN

Apnt 9, 1997

MEMORANDUM FOR THL VICE PRESIDENT

FROM: TDON GIPS
KATHY WALLMAN
JIM KOHLENBERGER

SUBIECT: ACCESS REFORM

Following veur meoting with Justice and Comnerce on access reform, we have prepared
some peints you can raise with the Fresident to give him some assuranee on local phone rates.
Meanwhile both agencies are moving forward on harmonized comments to the FOC.

POINTS REGARBING LOCAL TELEPHONE RATES - - ...

* As you have read recently, the transition to competition does imdeed ralse the potential for
rate inoreases and several of the industry plans do Include rate increases.

. Prnet yesterday {April 9) with Joel Klemn of lustice and Larry Irving of Cominerce io
discuss how we can protest nwost conswners. These are the agencies that speak for the
Administration in FCC procecdings.

» The FCC has some important provcedings befere it right now o implement the Telecom
Acl, T had a good discussion with the Justice and Commerce prople about the imporiange
of the Administration taking a strong stand on the side of consumers and competition.
The last thing we want is for rales (o go up on primary residential fines,

+ Justice and Commerce are poing to work together to make sare that both agencies deliver
the same message so that the Administration presents a unified position.

- Cur FCC Chaizman, Reed Hundt, has a bard job alwead of him bringing this proceeding
' home. He has said publicly that his number one goal is vot to have tocal dial tone prices
increase. [ There smy however be siine mate increases oo husiness and secondary
residential Hoes that may be necessary. | Theough Justice aud Commeree, we hopi 1o give
him the support he needs frony the other conumissioners to achivve his goal and the
‘epnsensus e needs arnogy the industry stakeholders, :

" PRINTES O AECYOLED PAPER

1
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Meeting with Commierce and Justice Officiuls Coucerning Access Heform

West Wing Qlfice
230 pan. to 3015 pom, Wednesday, April 9, 1497

Meeting requested by you.
Betefing prepared by Kathy Wallman and Jim Kaldenberper

The FCC is considering what changes (o order the Bell Companies w make with respect to
“aceess charges”. These are the amounts that the Bells charge the Jong distance companies 10 use
the focal networks to originate and terminate Jong distance calls. :

It 1s widely believed that the Bells charge amounts much higher than their economic cosis. It is
also widely acknowledged that the current system requires the Bells to recover certain charges on
a per-minute basis when it would be more accorate and more efficient to recover thesc gosts as a |
flat charge. 1t makes little sense, for example, to recover part of the cost of the local loop asa
per-minute charge from long distance customars when the cost of that pan of the network s, 1o
fact, fixed. Bui this way of doing things has been in place for nearly 70 years,

Commerce and Justice are poised to file comnients in the FCC proceading. 1 they are to file,
they must do so mminently because the FOC is scheduled to vote an the matter on May 6ih, and
+: the Administration’s view needs to be stated well in ddvance of if it is to be weighed i the
proceeding. ‘

While the two agencies offer different approaches, it has developed that the approaches can be
harmonized. It is not essential 1o choose only one agency to file comments, as explaned in the
attachaed memorandum. There s also the option of not filing at all.

Before this prospect of harmonizing the positions emerged, when you learned that the wo
ageneies had different views to offcr in this unporiant proceeding, you asked for this meeting o
hear their views about how 1o progeed. Even though a stark choice between the two approsches
now is not necessary, you can use the meoting fo hear about the policy decisions that ure at stake
i the proceeding and whers the ugencies believe the Administration should come down,

LOGISTICS
Irs addition to Gips, Kohlenberger and Wallmzas --
Attendées: © Joel Klein, Acting Assistant Attorney General for Antitrust, DOJ
: - Philip Weiser, Counselor to the Assistant Altorney General for Antitrust, DOJ
Larry Irving, Assistant Secretary, NTIA ’
Kathy Brown, Associate Administrator, NTIA SRS
Jeffeey Frankel, Member, CEA
'l"itl;qtlzy Brennan, Senior Leonomist, CEA



e YQUR ROLE CONTRIBUTIQNS

Some possible questions for you to ask Commeree and Justice:

1. Consumer impact: What will be the impact of your plan on the average total
phonc hili?
2, New charges:

What new or increased charges will appear on the phone bill?
Who bears these new charges? Businesses? Residential customers? Single-line
customers? Multi-line customers?
Why is it necessary or desirable (o restructure charges i this way?
Is there any way to reform access charges so that we can get competition gotng
without putting new or increased flat charges on the bill?

3. Offsctting decreascs:
Will any parts of the bill go down to compensate for increases?
What needs to be dong to ensure that this will happen?
What is the timing of these price changes up and down?
Over the next year, what is the average consumer likely to experience?

4. PPostponing increases until decreases occur:
Wouldn’t it be a good idea to postpone the cffective date of these new or
increased flat charges until the FCC can take steps to bring down access charges
so that the long distance companices can lower their rates?

. 5., . Classrooms and libraries: . _ . ,
How do the various options on reforming access charges affect the Commission’s
decision on e-rates?

What steps do we need to take now to make sure that we meet the President’s goal
and my goal of connceting the classrooms by the year 20007

How do we make it clear that any increases in the bill are not fairly attributed to
the c-rate?



THE WHITE HOUSE

WABMINGTON

April ¥, 1997
MEMORANDUM FOR THE VICE PRESIDENT
FROM: KATHLEEN WALLMAN

SUBJECT: ADMINISTRATION'S POSITION ON FCC ACCESS REFORM
PROCEEDRING ANDITS IMPACT ON TELEPHONE BILLS

BACKGROUND

On May 6th, the FCC will vate on new rules to reform access churges. Access charges
are the amaunts that the Bellg and other local telephance companies charge long distance
companics for “access” o the local netwerks so that the fong distance companies can originate
and terminate long distance calls.

The Execcutive Braneh’s experts in this field, NTIA at Commerce and the Antitrust
- ivision & Justice, each have drafied commonts4o submit in the FCOs docket. They have
- different approdches, as deseribed below. '

An carly option considered was whether to have both agencies file comaments, even
though their approaches differed, on the theary that'a multiplicity of ideas in the docket could be
uscful to the FCC, You indicated a desire to lcarn more about the two agencies’ thinking on this
matter before deciding how o proceed.

As explaincd below, it has developed that it is pasaible to harmonize the two filings so
that a choice between them is not necessary. Another option is not t6 file at all. Hthe
harmonization option makes sense o you, you could encourage this approach with the two
agencics of ficials’ when you meet with them on Wednesday.

CSUMMARY OF THE TWO APPROACHES

~ Both approaches seck o “restructure”™ access charges. Restructuring means look ingatthe ... -

" way in which thie Bells'récover the eosts of providing access and making sure that Tixed costs are
. recovered as fixed, flat fees and that variable costs are recovered as per minute charges. This is |
~ the economically rational and efficient way to recover costs, and straightening out any deviations
© {rom this pmdzgm is essential to making sure thal potential new f;ntrazzzs* can clearly see the
costs ef entry and price their services correctly. '

" There arc a mmhrzr of places in the network where charg;,s are assessed onaper minue

) baszs when t!lcv rcaliv siiatzi{i be charg,cé as flat- fccs An ex.mlplc oz" this s the * *focal ieop that .

v L . R - . . . .



comeets the subscriber o the telephone company™s end office: i w dedicated o that
suhsertber's use and costs the same e the telephone company regacdhoss of how much the
subscriber uses it Nevertheloss, under thae cutront syston, pan of that cost s still charged on g
per mimse basis and shows up mixed o, not broken vut. on the costomer’s long distance bill,
{The rest is currently charged as a Hat fee, which shows upr on the bill as the Federal Subsenber
Line Charge. ltis currently capped; it cannot exceed $3.50 per residential e, nor $6.00 per
busipess hine)

The question on the table is whether now 15 the tine not only to restructure acoess
charges, bul also to reduce the amounts that arc charged. This 15 a main point of divergence
hetween Commerce and Justice, Justice says that the FCC should wait, Commerce says that the
FCC should do it now.

The difference is crucial because both plans wonld impose new fixed monthly charges on
consumers’ bilis, either directly or indirectly through the consumers’ long distance carriers. Both
NTIA and IDOJ agree that some such charges are economically inevitable to straighten out the
ceonontic mistakes of the past and lay the groundwork for competition. In the long ran,
competition will help reduce the impact that these charges have on the botiom line of the il
But competition will take some time to arrive,

Iy the short run, the only way 1o counterbalance those new charges is to reduce sceess

. charges at about the sane time as the new chasges are imposed so that these savings can be

passed on 1o consumers in the form of lower long distance rates. The hannonized spproach
would encourage the FCC to move forward with s decistons ahout what 10 do to restructure
rates, bt to deluy the imposition of any new or mereased charges necessitated by restructuring
uitil the FOC can finish its work in a separate, ongoing proceeding called the “price caps”™
proceeding to bring down access rates. This would enable the long distance companies o Jower
their rates to haelp counterbalance the effect of the new charges.

Depariment of Justice
The koy clements are:

" The restnucturing should be revenue neutral - that s, every dollar
that we decide should no longer be collecied on a per minoie basis
should be recovered somewhere as a flat charge. This revenue
neutrality is key (o getting through this proceeding and on with the
s rest of what we need 1o do 1o implement the 1996 Act wulmul :

PR ‘ ) gcttmg sued again by the, Belis. -

' . No reduction of access charges at this time; wee do ot knuw
enough yet to say by how much they should be cut, and there are
too many other transitional problems that need ta be ﬁg,)urs.,d out
bcforc we will know. :

- - i - »



. fnercase the Subscriber Line Charge for seecond Hnes and second

homes se that 1 would cover mare of the setusd cost of the neal
loop.

. Restructure the per minute charges thist currently belp cover the

cost of the local loop (the “Casrier Common Line Chargeor
“CCLYY into a fixed monthly charge of about $1.74 on cach
telephone line,

* The DO sestructuring will fead to an average decrease in long

distance rates of 2.5 cents per minute, which would mean that
about half of long distance customers would enjoy a decrease in
thewr overall bill, (The rest would see no change or an increase.)

Department of Comumerce

The key elements are;

OPTIONS

. Even though we do not know the exact amount by which access

charges could be out, we should cut them by asafe
“downpayment” amount of $2 billion right away. This is
important 1o counterbalance the increased other charges that will
appear oa consumers’ bills, We should not adopt « revenue neutrat
approach; we-should litigate if necessary to.minimize the impact
on consumers’ bills,

¢ The Conmmercr plan would produce a decrease in long distance

rates of 1.5 cents per minute, without an offsctting por line charge
ke DOI's $1.74 monthly charge.

. Increase the Subseriber Line Charge {SLC) for second lines and for
sceond homes so that 1t wou d cover niore of the actual cost of the
local leop,

« Alternatively, tostead of raising the S1L.C on second lines now,

mitiate a siudy of haw raising the SLC on second lines would
affect demand for second line service and Internet usage and
decide Jater what 1o do,

* No brand new per ling charge, 1n contrast 1o the estimated 31,74

per line monthly charge proposed by DOL

| have identified four options, cach of which is discassed befow

Option 1;
Oplion Z:
Option 3:

File nothing;-bave the .-\.dmmzstratmn tak:: ne ;wsatwn*

File the Commerce paper,
File the Justice paper.



~Oiption 4 File both Justice und Camnerce papers, but harmonize their bottom
: .
Hucex,

Pwould he happy 1o dscoss my recomaurdation with you,

Biscussion of Optisaz

Option 1 File nothing; have the Administration take no pesition
Pra:
, This is a complex proceeding thal reguires detatled decision making. 1t is just the

sort of proceeding in which the LExecutive Branch should pay great deference to

the expent judgment of an independent agency.
. This proceeding likely ultimately will be resolved by the FCC’s brokering an '
autcome among the stakeholders. If the Administration refrains from filing, this
would give the FCC the maximum flexibility to do this work. H the
Administration articulates a view, the stakeholders might try to usc it in the
bargeining, and it might consteain the FCC from moving in directions not vet
under cansideration. After the fact, the Administration’s view could be nged,
fatrly or not, as a yardstick i_*}%_.,;iir_lst which the FCC’s success would be measured.

Con:

. The Administration will'be identified with the outcome of the proceeding no
matter what the outcome is. 1 we think we can add value by stating a position,
we should do so,

« Reports of the Chairman’™s plan on this issuc indicaie that he would need o
impose at least seme new and increased charges on customers’ bills, mainly on
business customcers. Dur expert agencies, Commerce and Justice, concur that
some such charges are Inevitable, The key question is whether there will be
countervailing reductions in long distance charges that will a3 least partly offset

-the new charges: I the Administration is concerned that customers’ bills not
increase, i would be useful {o say so on the record and suggest ways 1n which
- consumers’ interests could be safeguarded.
Option 2:  File the Commerce paper
Pro: ) L ]
a LT d
. The Convneree plan would reduce aceess charges by 32 billion inunediately.

4.
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Con:

This would help offset the impact of the Inevitable increased charges on the bill
Any Htigation risk attached to the plan coudd be miftigated by using the record in
the ongoing “price caps” proceeding to support the §2 biflion reduction.

The Bells are poing to argue thnt they should be aliowed o impose new charges
on the local bill to pay for connecting the classrooms and hbraries. We will argue
forccfully apainst this, but the best msurance againgt an adverse ouicome is to lay
the groundwork for a dramatic cut in long distance rates that would
counterbalance any new “Connect America™ charges,

Justice warns that this plan is so aggressive that il may not hold up in court. Court
challenges slow down the implementation of the 1996 Act and introduce
uneertainty.

Dramatic cuis in access charges now may seel the Belis’ resolve to mpose a new
line ifem on the local bill to recoup the costs of connecting classrooms and
libranes,

Option 3: File the Justice paper.

Fro:

Con:

The Justice paper outlines the ways in which the current access systen should be
changed 1o make sure that the costs of providing telephone service are recovered
efficiently from an economic perspective. 1t is a selid guide (o what needs to be

done and would be useful (o the FCC, provided that it is carefully veted,

Justice belicves that its plan presents the minimum possible Litigation risk, Justice
does not ¢iaim that no one will sue, only that the Justice plan, which 8 “revenue
neutral” to the Bells -- ie., they lose no revenue in this plan - presents the least
risk of suil,

‘The Justice paper would not only increase the Subseriber Line Charge, as would -

the Commeree plan, tzut it would also invent a new $1.74 charge that the tong
dzs‘lanm companics would have to pay cach month for cach presubscribed
customer. This may be passed on fo the consumeér in the form of a new line item

.. on the bill. Although its plan would reduce long distarice telephone vates by about

2.5 cents per minute, according to Justice’s frecast, that reduction would benefit
only aboul half of long distance customers. The rest would see no change or an



INCrease.

Option 4 File both Jastice and Commerce papers, bet harnmonize theie bottom

Hues,

Explanation: Sustice is concerned that Commerce’s proposal o cut access charges now

Pro:

is oo ageressive based on the stade of the record, and favors the FOCs
taking more time 1o develop additional support belore cutting access rates.
Conmeree 1s concerned that Justice’s plan is notl aggressive enough, and
that the net result for many consumers will be higher fixed charpes
without countervailing long distunce reductions,

A way out of the conundrum is to have Commerce file a paper saying that
the FOC should move as soon as possibic to reduce access charges, and 10
urge that there may be enough in the record right now in another
proceeding, the “price caps” procceding, o permit an immediate
reduction. In addition, we could have Justice file a paper saying that the
FCC should go forward with the proposals offered by DOJ, but should
postpone the effective dates of the new charges o coincide with the
expeditious completion of the “price caps”™ proceeding, which will bring
access charges down, and permit fong distance companics to offer lower,
counturbalancing rates.

This puts both of the Administration’s expert agencics on the record at the FCC
with a way ta serve the dual goals of {11 restructuring access charges o prepare
the way for competition and {2 ensaring that the flat charges that need o be
added 1o the bill to serve goal {1} are counterbalunced with decreases that will
permit the Jowering of long distance rates.

1t might seem wpattractive 1o pul the Administration on record in favor of or
acquicscing in any new charges on the bill. But some of these new charges are a
likely result of the proceeding in all events, and the Administeation can do a great
deal of good for consumers by taking a stance that long distance rates should
come down quickly at the same time to counterbalance the new charges. s not
clear that that would happen if the proceeding 13 Jef to take its own course.

. .

_ tuviting the FCC 1o examine its existing record in the ongoing price caps
procecding and develop i further so that i can cul access charges hefore imposing

new ftat clurges o the bill should mitigate the litigation rigk that Justice

- perecives i the original Commerce plan. #



Core:

Both expert agencies’ filings reconunend new charges oo the Biil and freat them
as cconomically inevitable. Thus, the Administraiion would be on record as
favoring these charges, and the fact tut we favor counterbalancing long distance
reductions could be lost untess forcefully articulaied.

A filing that makes a specific recommendation ke this might be viewed by the
Chatrman as leaving bim less room 1o manuever as he ires 1o achicve a stable
outceme among the stakcholders and the other commissioners.
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Meeting with CBC Lcadership
West Wing Offee
4:45 - 5015 pmn, Wednesday July 30, 1997

Meeting reguested by Pon Gips & others
Briefing prepared by Jim Kolilenberger

EVENT

You arc meeting with Maxine Waters, Louis Stokes, I}idoiplztis Towns, Bobby Rush and Albert
Wynn representing tie leadership of the Congressional Black Caucus to follow up on their
concerns about our FCC nominations and move forward with constructive recommendations for
inproving communications. Talldng points are attached.

BACKGROUND

[a sddition ot

¢ FCC nomsnees, other topies of conversation could include:

. Budget Agreement. Maxine Waters said yosterday that the Black Coaueus should vote
- . agoinst the budget agrocment. 4 key component of the President's i cuniing aganda fais
heen to spur ecomomic aotiviey in distressed areas of our nation’s ciies. This budgct
reflects the Prexident 's agender:

v

A New Tax Cat Plun Helps to Clean Up and Redevelop Brownfields, The 3-
vear Browaiields tax ineentive will reduee the cost of clenning up thousands of
contaminnted, abindoned siws in Qcaz}{mzim‘i}’ distressed sreas by %crzzziiziqg
clean-up costs 1o be deducted immediaiely for tax purposes. This will, in turn,
encournge redevelopment of these arcas. The Freasury Deparnnent estimaies
that this $1.5 billion rax incentive wonld feverage more than $6 bitlion for
privase sector cleanups nationwide, allowing redevelopment of 14,000
hrownfietds.

New Empowerment Zones (K75} The budget includes « second-round of £Zs --
15 urban and 5 rural BZs. The new EZs will benefit from a diffurent biend of tax
credits from the first-round communitics. For amznp&, the EZs will be cligible

for the Brownfields «x incentive, special gxpcnsmg of busmess assz:is and:

‘ quahﬁcation f{)f prlvntc 'u;tmly bondq

HELPING MOVE PEOPLEF ROM W[]IJI*ARI T W(}Il}{

s/ f'& Welfare to Work Tax Credit, This provtswn will g,wc cmployers anadded

incentive to hire long«»icmz welfare rccmzcut«; by providing a credit equal (o 35% of the
. first $10,000 in wages in the first year of unploynu.nl and 50% of the first $10,000 in-
the sceond year, pa id to new hires who have received welfare for an extended period. -

T ix, cméii is for two vcam pcr worker to {,ncouraggc not ﬂnly hmng, but rctcuuon
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' iizcrea*{xmts, .

33 Billion to Hoelp Move § Million People from Welfare to Wark, Includes
President’s proposal w create $3 billion Welfure 10 Work Jobs Chialtenge to move fong-
fermm welfire secipions nlo lasting, wnsubsidized jobs, These funds can be used tor jub
ereation, job placenient and job retention ctforts, including wage subsidies to private
smplovers, and other eritical post-cmployment support services. The Labor
§’}“{\’11’Iz*mz{ will provide oversight but the dottars will be placed in the hands of ihe
locadities who are on the front lines of the welfare reform effort,

%12 billion to restore both disability and health benefits for 350,000 legal
fsapsgrants i 2002 who are currently receiving assistance or become disabled,
‘ensuring That they will not be durned out of their apartments or nursing homes or
otherwise helpless, ' '

Preserves the minimum wage and other labor protections for welfare recipicnts
moving from welfare (o work.

Fair Labar Standards Act and other empleyment laws. Protects workers from
displacement by those lcaving the wellare rolls, and establishes a strong process {or
waorkers 1o raise gricvances with an independent ageney.

Cocaine, Last week the CBC was also upset when the Attorney General and the Drug
Czar recommended nurowing the huge differences between sentences for selling erack
and powiered cocnine, Maxine Waters C{}zz}piameé that the senteneing guidelines we
endorsed last week would ounly lower the difference in sentencing for the two different
fovms of cotaing o o 10-1 rtio having ssked the administration to recommiend a 1-1
ratio,  Despite discussing thig with the President in May, Waters said she was {imzoye{i
thay have not discussed with e or the caucus where they were going on this issue”
nder the proposal, which is subject o congressional approval, the mandatory five-vear
sentence for selling 25 grams of crack alse would apply to dealing 250 grams of powder
cocaine. Current fuw sets o five-vear sentence for sefling S grams of crack or 500 granis
of cocaine, a 100-1 ratin. Critics of the disparate sentences say they are unfair (o
minorities, who are more likely to possess {he cheaper crack. Others contend ¢rack 5 oy
more addictive than powder cocaine because of its concentrated fonm wnd slso more
iikely 1o be connected to erimes of violence, Caueus members met Wednesday with
Adtorney General Janel Reno; Barry McCalIrL} Deputy Atiorney Generad Enie Holder;
and Rahm 3 manugl.

A&wcmic General Cuunsul fur Cwll Rights at UQI)A Rcc&:miv Muaxine Wdtcrs

W‘zz‘z{cd (0 knéw the status of hiring an Associate General Counsel for Civil Riglits at

LSDA, the vacancy announcement has just closed, which means that the applications are

in and the screening process is just beginning. A sciccllon pana! wiil narrow the gualified

applicants to about.ten d!ld 1in, final, :-,ela,cl:on w1l{ be made m late Empimlbcr or
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. Computer Training initiative, The CBO has propesed legislation for onew 520 mithon
grant program to creale {.‘nm]'ml-.,l tratning conlers in lows-ipcome wrens, They me fooking
for an administration endorsement of their infdattve, Bridging the digial divide benwveen
the infornyaion haves and have nots s something we are very comnuticd to, In fuct, thewy
effort is trgely duplicative of many existing «fforts we have engoing making it difficalt
to sy why i new prograns is needed on the Inll Howoever, they are lnoking for
something they can put therr name on.

e You can tell them that you will support their legislative proposal within the Whiwe

House process so that the administration can endarse thair tegislative mitiutive

reslizing that an Appropriation is an up hill battle given our struggle every yoar

for money for the THAP program. Before the administration endorses a bill, 1t
must go through an OMB inter-agensy revicw process.

- ¥ou can also tell them that you will work with them to help find real doliars in
real programs 1o support their effort while they fight for their own fegislation.
This could be something we announce together and include a combination of
existing efforts. Together these efforts dwarf the 820 million a year CBC
propasal.

-

TIAP grants -- Larry levimg runs the THAP grant program winch is vary
simiilar to what they propoese which can Izel;) Create compu 24:" training
centers like those they want

. HUD neighborbiooed netwerk pregrams - g HUD offort which ixin the
process of hooking up 200 housing projecis with compuiers and
cumections across the countey

. The E-rate -- which provides 90% discounts for Hibraries and schools in
poor neighborboods for welecmmunications services ont of & $2.25 billion
armuai fund.

. The Gates Libeary foundation - To complentent the E-rale which
provides almast free connections to libraries in poor areas, the Gates
{ibrary foundation will provide $400 m]llmn in lntrdwam and sofiware for
fibratics in poor Areas.

.

ATTACHMENTS

. Talking Points
oo Crack Cocaine Semencing Q&A . ‘
.« Kumard $ uontrlbmmns 10 the Alrican ﬁ;mcrmm Commumz}
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Crack Cocaine Sentenciig

Press Guidanee
July 21,1997

* The President behieves that the current dispanty in seatencing between crack cocaing
offenses and powder cocaine does not make sease (Current ratio is 100-1 - crack cocaine
offenses being the 100)

* The President also believes that a 111 ratio does not make criminal justice sense.

* The Prosident asked the Attorney General Reno and General MceCaflery 1o come up with a
recormmendation that 13 both fair and makes criminal justice sense.

* The President has received 2 mwmnlmdatmﬁ from Reno and MeCaffery and we are
currently consulting with Congress,

Lockhart per Rahm
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Cruck Cocaine Senfencing -- Updated Question/Answer
July 22, 1997

Mr, President, today's New York Times repors thal you have received g
recommendation from the Alforney General and Drug Direclor to reduce
the disparity between sentences for crack and powder cocaine, Whal is
their recommendation, and have you accepted or acled on #7

As you know, on April 2%ih the LLS. Sentencing Commission issued o report
fecommending ihal the dispanity between senténces for crack and
powder be narrowed, | asked the Attomey General and Drug Director o
revigw the Commission’s repcrt and make g recommendation 1o me.
They did, ond ther recommendation was that ihe irdgger for S5-year
mandatory drug penaliies shouild be increased from 5 1o 25 grams for
crack — and dropped from 500 16 250 grams for powder cochine. That
would drop the rotio from 100 10 1, 10 10 10 1, | fhink this s @ sensible
tecemmendation. i makes good law enforcement sense, and it's fairer,
vl ensure thot federa! prosecutors focus on mid- and high-level drug
fraffickers, rather than low-level ysers, I nave asked the Altorney Generdal
and Drug Director 1o work with Members of Congres on this maﬂ&{ and !

| hope we Can make redl progress.



-t QAL (oA

Q: M1, Presidont, your Administration has suppotied a senfencing policy that
punishes blacks users ol crack cocalne a hundred times more harshly
than white users of powder cocaine. How can you defend this policy, and
how can you say that your Administration Is promoting racial
reconciliotion and dialogue when you support a policies [ike this, which
seem biatanily unfair and discriminatory to most African Ameticans?

Al | yndderstand the concern thatl many aAffcon Amernicans hove when ihey
are fold that black users of crack are punished much mare severely than
white: users of pawder cocaine. The current disparity in our sentencing
laws for cocaineg — or the so-called 100 1o 1 rofic - is unfair ond should be
cajusted. But the issue is not s simple and stroighiforward as equalizing
penalfies, and | would like to explain why., :

Since the mid 1980s, arack cocaine — and the armed gongs that dealin it
- have fueled on unprecedented level of viclence in our cities and
araong our youih, And while this viclence now saems 10 hove stabilized, it
remaing af infoigrable fevels — ond ¢rack cocaineg defendanis continue 16
be associated with rauch more viclence than powder cocoine and other
drug usexrs, In principle then, | confinue to believe that crack cocaine
shouvld be punished more severely than mwc:ier cocaine — and that is

why | rejected the Sentencing Comrnission’s pmpasai last year 1o &Qu{::hze
penalties for crack and powder cocaine. -

In practics, however, my Adminisiraiion has reglized that the curent 100
o 1 ratio, which tnggers S-yeor mondatory dryg penalfies for crack users
5 grams and for powder users at 500 grams. & flawed. Genearally

specking, federal law enforcement resources should forget serious drug
trattickers - or aof least mid-evel dealers that can provide information (o
hels prosecuie these more serous traffickers, Both the 5 and 500 gram
tniggers in current low seem to miss this mark: the crack tigger s 100 [ow,
and the powder ldgger s too high,

To some extent, however, we already compensate for this flaw in two
ways: First, federal prosecutors generally use thelr discrefion to target the
more serious offenders. Thus, the typical-crack defendant convicted in
. the federal systern is not a kid, not & fitsi-time offender and likely fo have
) cam@d @ gun and trafficked in at least 80 grams of crack — or, frankly, a
: seneus aﬁmmal Seccmcd the ‘*sofe’ry vc:xlm" ;Eamvzsuon thc;z% gned 1rzt<:> faw



as port of the 1994 Crame Bill exempts cerfain first-lime, non-vidlent crack
offenders from the S-year mandatory drug penotty. As a resull, hundreds
of diug olfenders - inciuding the small perceniage of iower lavet crack
deolers thal make thelr way into the federal sysiem — will be eligible 16
have thelr senfences reduced an average of 25%.

iy ihe fincl onclysis, however, cur own flexible peolicies in enforcing the iaw
cdo net change the fact thaot the extreme dispaniy between crack and
powder penaities is unjustified and should be reduced. Thal's why |
intend {o support areduction in the 100 io 1 ralio, onad 1o work with
Members of Congress to make such a change o current law. The
Sentencing Commission recently recommended a range of sensible
opticns for doing this. { believe they suggesied that penallies for powder
and crack cocaine should be “pinched" - that is 10 say, that the igger
for powdear should be dropped from 500 grams 1o somewhers between
125 and 375 grams, and that the gger for crack should be moreased
frorn 5 groms 1o somewhere between 25 and 75 grams. And P will ask the
Attorney General and Drug Drrector fo work with Members of Congress to
adopt make on adjustment within these ranges.
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KENNARIY'S CONTRIBUTIONS TO
THE AFRICAN AMERICAN COMMUNITY

Throughout his professional career, Bill Kennard has been a consistent and forceful advocate
for creating and cxpanding opportunities for minorities to participate in the communications
marketplace, as owners, employees and users of services. Organizations active in expanding
opportunities for minorities to participate in the communications marketplace have publicly
urged President Clinton to designate Kennard as the next Chairman of the FCC, including the
Rainbow Coalition, the Minority Business Enterprise Legal Defense and Education Fund, Inc.,
the National Bar Association, the Minority Media and Telecommunications Council and the
Office of Communication of the United Church of Christ,

®  Before jnining the FCC as its first African American general counsel, Bill Kennard
devoled his law practice to assisting minority companies enter the communications
marketplace, He devoted his career to advocating their interests in the courts. before the

FCC. the Congress and the Administration.

@ Kennard is widely regarded as one of the Nation’s leading experts on the legal and
policy issues involving minority participation in the communications marketplace. Ata
time when minorities are experiencing a dramatic loss of ownership opportunitiss in
FCC-regulated industries, it is especially appropriate for a disntinguished advocate for
minority economic development to chair the FCC. '

@  While In private practice. Kennard assisted the FCC’s Advisory Committee on Minority
Ownership in Broadeasting and was the principal auther of proposals o expand the
FCC’s minority wx cenificate which were adopted by the FCC in 1982, In 1993, when
some members of Congress targeted the tax centificate program for repeal, Kennard was
the only senior FCC official 1o publicly defend the tax certificate program. He testified
in both the Iouse and Senate urging Congress 1o rotain the tax certificate program.

© As genera: counsel, Kennard has been instrumental in recruiting African American’s to
serve in high-level policy making positions. He personally helped to recruit the fust
African Americans 10 head four of the Commission’s 16 operating bureaus and offices,
These arc the most senior-level and highly visible staff positions at the agency. These
inciude the chiefs of Cable Services: Bureau, the Office of Public Affairs, the Office of
Workplace Diversity and the Office of Communications Business (Jpportunities.
Kennard has recruited numerous other African Americans to management and staff jobs
throughout the agency. The number of minority lawyers lhmazghaut the Commission
increased significantly, in large measure, as a result of Kennard's efforts. He has taken
a "hands on" approach 1o recruiting mizwriiy lawyers, creating opportunitics for them
w:thm the Commission, and mentoring them. He crcatcd the first Commission-wide -
mentorin ng ;zzcgram for mcmmng lawyezs : -
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Kennard personally advocated for and was as a key player in establishing the first Office
af Warkplace Diversity at the Commission. He also recruited its current Director, 2
former NAACP state director and special assistant to Benjamin Hooks. This office has
fostered diversity through widespread recruitment and training initiatives.

Kennard personally advocated for a was the key plaver in establishing the first Office of
Communications Business Opportunities at the Commission. This office has served as
an important advocate within the FCC for the interests of small and minority-ownad
businesses in communications. He worked to ensure that fts director would report
directly to the Chairman of the FCC, then recruited the first director of the Office, a
highly-regarded African American from the minority venture capital community.

Kennard has recruited the most talented and diverse group of lawyers in the history of
the Office of General Counsel. Prior to his arrival, only a handful of minority attorneys
had ever served in the Office of General Counsel tn the entirg 60-vear history of the
office. and there were no African American attorneys in the office immediately
preceding his arrival. From his first day as General Counsel, Kennard made aggressive
ouireach and recruitment a top priority for the Office. Because of his efforts and
personal involvement in recruitment, during his tenure the Office of General Counsel,

which has has hired over 15 minority attomeys, including 12 African Americans.

The lawyers recruited by Kennard are widely acknowledged 10 be the most talented
group of lawvers in the sgency’s history. During his 1enure, the FCC's win\loss record
in the [ederal appellate courts has increased by approximately 30%. When President
Clinton nominated Kennard to become a member of the FCC, outgoing Chairman Reed
Hundt annpunced that "Bill Kennard has been the best General Counsel in FCC history
and has succegsiully run the most difficelt cases this Commission has ever encountered |
... Under his leadership, we have dramatically improved our win record in the Count
of Appeals. We have also greatly expanded the depth and breadth of our recruiling and
wstilled in all our audiences an awareness of faimess and impartiality of our
rulemaking.”



Meeting with Jessc Jackson

West Wing Office
3:45 pm, Friday May 29th, 1998

Mecting requested by Jesse Jackson
Briefing prepared by Jim Kohlenberger

EVENT ‘
You are meeting with Jesse Jackson at ks request (o discuss his concerns about fair access,
inclusion and diversity in the media and telecommunications industrics. You spoke 1o him by
phone on May 11th on this same subject. At that fime you told him that you would creats o new
informal inter-agency working group to address these issues. Tha group is now meeting - se¢
helow.

BACKGROUND

v Digital Television Licenses. Jackson is concerned that the FOC is giving away
billions of dollars it digital television lcenses, without ascommedating now
entrants. Bul the FCC has no choice. They are required by the 1996
Telecommunications Act to give the licenses o incumbents,

The Administration, however, has been actively involved in pending procecding
with the FOC to limit the concentration of media ownership in an effort o
preserve and enhanee opportunities for minorities for women,

You have also convened a comumission, known 1o some as the “Gore
Comumission” 1o study the public interest obligations {or these new digital
leensees. Jackson notes the work of your commission in his letier {attached), but
also says Hs not enough.

xg Lautheren Church Ei‘(} case. He ig aiso concorned nbout a recent D.C. Cireut
opinion which attacked the FCCO s BEO rules that apply to broadeust Heenses,
Jackson has maoaraggd zizc Autorney General to seok rehearing en bane, At feast
soe in the oivil righns community do notwant the FOO w challenge the BEO
d(:e;isiaz'i out of fear that the Supreme Court znz;?ht uphold it

s i)ug;ta} Divide on the Intu’mt He is also coneerned about aizg,zwl divide i
cable services and unequal access to the Internet in schols. In his fettér be notes
that you are right ta stand up for universal aceess in schools to the biternet. But
he would take it onc qlcp farther to ¢nsure universal nccess to alf Americans.

v New Iut:::w\.;:t:ncy Working Group. Since your lagt conversation with Jackson,
the new infornial inter-agency working group that you told him you would -

W . - Lo s
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convene is now meeting. Now representatives of the FCC, the Commerce
Departmeni, the Justice Department, the Treasury Departiient, the Small Business
Administration, the Equal Employment Opportunity Commission, and the Whike
House are meeting to find new creative ways we can increase diversity in
ownership and employment in media,

ATTACHMIENTS ’

*

Jesse Jackson’s letter to you
Talking Points

Background on his issues,
Memo on EEO Decision
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Talking Paints

! understand bow important these issue are to you. 1 also want you to kaow imporbu
those Issues are to me and the administration,

Whiess the President and | helped forge the Teleconumunications Act, we fought tirclessly
to cnsure that we maintained a diversity of veices in Americn. Whoen you asked us to
appoint Bill Kennard as Chairman of the FCC, we agreed and appoinied the first Afnican
American in history to that body at the same time we appoinied Michacl Powell.

But as you point ou, we are new facing strong challenges in the courts and in Congress,
We've witnessed the decline of minority ownership, the loss of minority tax certificate
and now the EEO requirement in broadcasting. Some in the civil rights community have
said that if the EEO proviston is challenged and upheld by the Supreme Courd, # could
have a devastating impact not just on cible, but on other industries as well,

In the wake of the EEO deeision, the FCC Comumissioner that vou and [ helped (o put in
place calied on industry to do the right thing 1o develop solutioas fo help improve
representation of minorities in broadeasting and to stem the tide of declining ownorship.

When we spoke recently by phone, I told vou that T weuld create a new informal inter-
ageney working group to address these 1ssues. § want you to know that representatives of
the FCC, the Conumerce Departnénd, the Justice Depariticnt, the Treasury Department,”
the Small Business Administration, the Hqual Employment Opportanity Commission,
and the White House are mecting to find new ereative ways we can increase diversity in
ownership and employment in media.



