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Severa years ago when we were looking for a catchy dogan for Pennsylvania, some wag
suggested “Two Big Citieswith aLot of Treesin Betwea'. It fitsour image. Everyone knows
Pittsburgh and Philadephia. What most people do not know is that Pennsylvania has beautiful
forests and farmlands and the largest rurd population of any satein the country. My nameis
Senator Mary Jo White and | represent a quarter million of those citizensin the Pennsylvania
Senate.

Tools such asthe Internet offer rural areas and small cities and towns unprecedented
opportunity to diminish the importance of distance and to link businesses and potentia
customers. Telecommuting, access to data, and improved emergency response systems can
transform rurd Pennsylvania. Instead, meny of us have the telecommunications infrastructure
and sarvices of athird world country. | livein the former GTE service area, now Verizon
North, where we do not have reliable tel ephone service much less affordable access to
broadband technology .

Thisis particularly frugtrating because Pennsylvania has been aleader in promoting utility
compstition. We were one of the early states to successfully deregulate eectricity and naturd
gas. 1n 1993, wdll in advance of the federa telecommunications act, the Pennsylvania Generd
Assembly enacted the “Alternative Form of Regulation of Telecommunications Services’, also
known as Chapter 30. The expressed statutory intention of the act wasto foster the
“accelerated deployment of a universdly available state-of -the-art, interactive public-switched
broadband telecommunications network in rural, suburban and urban aress...” of the
Commonwedth. ILEC’ swere offered an dternative form of regulation if they committed to
construction of a broadband network. Unfortunately, the legidature let the incumbents set the

YWhen | called my Harrisburg office to get information for this testimony | received a recorded message that
“al circuitsare busy, try your cal later’. Thisisnot an uncommon occurrence. According to the PUC's
2000 Utility Consumer Activities Report and Evaluation” issued in October, 2001, complaints about poor
service and delivery of telephone service escalated to unprecedented levels for the third consecutive year in
arow—Verizon saw a 61% jump and Verizon North (formerly GTE) increased 17% over the previous year.
Verizon North historically has had the highest number of verified consumer complaints.



timeline. All of thiswas to have been accomplished by 2015; we neglected to set interim
benchmarks. Competitive pressures have acceerated progress in the profitable urban and
suburban areas, while rurd improvements are proceeding a asnall’s pace. Chapter 30 did not
specify atechnology but a performance standard. The Chairman of the Public Utility
Commission has recently ingtituted a proceeding to determine whether Verizon has repudiated
its obligations by subgtituting DSL.2

Unhappy with the availability and price of high-gpeed information services across the
Commonwedth, three of usin the senate, two rura Republicans and an urban Democra,
introduced a package of bills designed to jump start loca competition. One of the bills called
for structural separation.

In March 1998 the PUC held a hearing on the state of locd competition. Their findings were
that ILEC’ s controlled 97% of the lines within their service territory. There were complaints by
would be competitors that they were being denied accessto lines and services and therewas a
logjam of cases. Virtualy every issue was being gppeded a the Commission or in the courts.
Competition appeared to have sdled. Consumers who switched to competitive services
experienced service interruptions, billing nightmares, and some even found their business
numbers deleted from telephone directories. The Commissioners attempted a Global
Settlement but after severa months, the process collgpsed. They then began aforma Global
Proceeding. There were Six days of en banc testimony, generating 32 bound volumes (almost
10,000 pages) of testimony, cross-examination and exhibits. The Globa Opinion and Order
issued in September 1999 resolved 19 proceedings before the Commission and generated 12
gtate and federa court proceedings.

Among other things, the PUC found that Verizon had a virtua monopoly in the local exchange
market, and had abused its market power by providing competitors with less than comparable
accessto its network or engaged in other discriminatory conduct that deterred customers from
switching. Asaremedy, it ordered structura separation concluding “for purposes of this
docket...gructura separation is the most efficient tool to ensure competition where alarge
incumbent monopoly controls the market.” (Globa Order, p. 37)

| can't possibly describe the tortured path of this ruling in the time dlotted. It was, of course,
gppedled to the courts. The Commonwedlth Court and state Supreme Court affirmed the
Commission' s power to issue such an order. Nevertheless, after amassve advertisng

2 Chapter 30 defines broadband as, “A Communication channel using any technology and having a
bandwidth equal to or greater than 1.544 megabits per second.” 55 Pa.CS.3002. The definition makes no
distinction between upstream and downstream service; therefore the bandwidth requirement must be met in
both directions. It should be noted that 1.544Mbps is the minimum bandwidth that may be considered
“broadband” under Chapter 30, and the statute states explicitly that the Commission may require agreater
bandwidth. Itisclear from the record that V erizon committed to broadband capability at a bandwidth of 45
Mbps upstream and downstream in its network modernization plan approved by the Commission.



campaign and a change in commisson membership, the commission reversed itself and opted
ingtead for “functional separation’, acode of conduct, and fines for non-compliance. Thisis not
aparticularly effective method of changing behavior when a company regards fines as a cost of
doing business. 3

| remain convinced that structural separation makes sense and is the only way to assure
competitors non-discriminatory access to cusomers homes and businesses. It istoo much to
expect that companies that learned monopoly at Ma Bell’ s knee will cooperate with their
competitors to benefit consumers. My experience has convinced me that this will not happen on
itsown. Measures such as Tauzin-Dingd| are disngenuous. This has not been about caling
Granny. This has been and continues to be a battle to break the monopoly stranglehold on
high-speed data access.

% In 2001 Verizon paid CLECs remedies payments amounting to $10,940,000. Payments to the Commission for
that same time period amounted to $951,000. The PUC estimates that resources devoted to metrics and code
of conduct monitoring for Verizon and Verizon North include $711,675 for one time expenses (software,
training, etc.) and $555,197 estimated annual monitoring expenses.



