STATEMENT OF
COMMISSIONER JAMES H. QUELLO

August 1, 1996

Re: Interconnection Report and Order

Today marks the end of the pre-competitive era in local telephone service. By our vote
today the Commission implements rules that will introduce competition into this last
monopoly telecommunications market.

Our Report and Order refers to these rules as the first part of a trilogy that also
includes future universal service and access charge reform. This is, to be sure, true.
But I must confess that I also see today's action as not the first, but rather the third
and final part, of a different trilogy -- one whose first two parts were the
introduction of competition into the long-distance telephone market and the
divestiture of the Bell Operating Companies from AT&T. These first two events made
local telephone competition inevitable; today we usher it in.

Any Commissioner would be privileged to have served during one of these events. I
have been lucky enough to have seen all three. From this perspective, then, I would
offer several thoughts to the parties most immediately affected by today's decision.

First, to the public, I would say: unparalleled changes in the array of
telecommunications services available to you, as well as in the companies that provide
them, are going to occur. As competition proliferates and prices fall, economic
growth will also occur, and that too will benefit all of us. This is the vision of the
1996 Act, and it is the goal of the rules we adopt today.

To those companies that seek to offer competitive local telephone service, I would say:
the rules we adopt today attempt to provide the regulatory assistance you need to
enter a market in which your competitor not only possesses a monopoly, but also
controls the facilities upon which you must depend to compete. But even so, our
rules are pro-competition, not pro-competitor. They are intended to make it possible
for you to enter the market on fair and equitable terms, but not to so alter the market
that entry occurs even where it otherwise might not. We have opened the door, but
we have not paved the way.

To the wireless communications providers, I would say: we have heard and
understand your concerns regarding the differences in your technical and market
configurations and have, therefore, expressly reserved federal jurisdiction under Section
332. Nevertheless, it is important that our decisions implementing competition be
technology-neutral and provide an opportunity for negotiations under the
comprehensive interconnection regime embodied by Congress in Section 251. We will
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presume good faith negotiations by all but stand ever vigilant to consider and resolve
instances of discriminatory treatment.

To our state commission counterparts, I would say: with today's action, we effectively
pass you the pen. It is now your responsibility to write the rules and set the prices
and terms that will make Congress's vision of competition a reality. To provide added
flexibility and to make this process administratively easier, we have also provided
ranges of proxy prices that can be used until, or even instead of, state-specific rates are
set. Our decision today borrows from and builds on the experience of those of you
who are grappling with statewide competition issues. This has, in sum, been a
collaborative process. It must continue to be a collaborative process if we are
collectively to succeed.

To small telephone companies, I would say: our Report and Order relies largely on
state commissions to implement the provisions of the law that ensure that competition
will be introduced in a way that is sensitive to your unique circumstances. We cannot,
and indeed would not want to, perpetuate what one small company has called a
"reasonable, investment-backed expectation to hold competitive advantages over new
market entrants." But while we will not guarantee your current profit margins, we are
also confident that state decisions will assure that competition in your service areas will
take hold in a reasonable manner.

To the Bell Operating Companies and other large independent local telcos, I would
say: these rules will bring about competition. You will open your markets to
competitors, and in return you will become competitors in other markets. The rules
we adopt today will enable you to do both things. What they will not enable you to
do is avoid the first, but obtain the second. These rules will bring change, not
catastrophe; they will bring opportunity, not oblivion. It will be a different world, but
one in which you will continue to play a vital role.

Finally, I must acknowledge that this day would not have come without the tireless
dedication and tremendous talents of Gina Keeney and her gifted Common Carrier
Bureau staff. The Chairman will, I am sure, commend each of you at length, and I
will leave that privilege to him. For my part I want to express my thanks to the entire
CCB "Dream Team," and especially to its captain, Richard Metzger. This job could
literally not have been done this well in such short time without you, and for that you
have my profound respect and appreciation.




