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Statement of
FCC Commissioner James H. Quello

In Re: Report and Crder in CC Docket No. 78-72, Phase 1, In
the Matter of MTS and WATS Market Structure

To state that this was a difficult decision would be to carry the use of
understatement to its extreme, The decision was difficult because of its com-
plexity, to be sure, but it was made even more difficult because it is so far-
reaching. It's difficult to imagine that any American will be untouched by the
action the Commission has taken today.

It would have been easy to resist taking any action at this time, merely
postponing action until it was forced upon us. But delay would not serve the
public, the telecommunications industry nor would it serve the Commission
itself, The die was cast long ago and we are rapidly moving into a new era of
telecommunications in this country and throughout the world. Moving toward
competition and away from monopoly requires that the industry move toward
cost-based pricing. Equal access to the network has been mandated by both
this Commission and by the Court in its approval of the Modified Final Judgment.
It is also mandated by competition and by technology. We cannot turn back the
clock.

This decision was bounded by two very strong considerations. The first is
the abiding concern of this Commission and the Congress that the concept of
universal service not be sacrificed. In my mind, this is the overriding concern
as we attempt to fashion a new rate structure. It bears very heavily upon our
second constraint; i.e., the threat that the local exchange will be bypassed by
large users. Bypass, while not widely understood and appreciated, provides
perhaps a greater threat to universal service than do increased local rates of
a magnitude far above those implied by our action today. For example, AT&T
has claimed that 5 percent of its customers generate 63 percent of its revenues.
By igmoring the threat of bypass, we could only encourage more and more of
those large users to leave the local exchanges across the country leaving those
exchanges with most of their present costs but without present revenues,
Bypass is a phenomenon which feeds upon itself. As more large users leave
the exchange, those which remain must bear a larger share of the costs,
encouraging more bypass and even higher costs. Clearly, we do not want to
encourage such a scenario.

The Report and Crder, in my view, is a measured, carefully considered step
along a path which will lead to an even better telecommunications service in the
future without destroying what we must rely upon in the present. Is it a perfect
approach to this very complex problem?

In the words of Voltaire:

Perfection is attained by slow degrees;
it requires the hand of time.
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