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TELEPHONE INDUSTRY RESIDENTIAL SUBSCRIBER LINE CHARGES 
AND THE LIFELINE OPTION 

F i l i n g s  by t e l e p h o n e  c a r r i e r s  f o r  major  l o c a l  r a t e  i n c r e a s e s  a s  w e l l  
a s  t h e  F e d e r a l  C o m u n i c a t i o n s  Comni s s ion ' s  (FCC) i m p o s i t i o n  of  a  month ly  
a c c e s s  ( o r  s u b s c r i b e r  l i n e )  cha rge  on r e s i d e n t i a l  t e l e p h o n e  s u b s c r i b e r s  
h a s  g e n e r a t e d  s i g n i f i c a n t  conce rn  o v e r  t h e  f u t u r e  a b i l i t y  of consumers  t o  
a f f o r d  t e l e p h o n e  s e r v i c e .  Concerns  t h a t  some segments  of  o u r  s o c i e t y - -  
e .g .  low-income, e l d e r l y ,  hand i capped ,  and t h o s e  on f i x e d  incomes -- w i l l  
n o t  be  a b l e  t o  remain  on t h e  t e l e p h o n e  ne twork  have prompted v a r i o u s  
r e g u l a t o r s ,  l e g i s l a t o r s ,  consumer g r o u p s ,  and t h e  t e l e p h o n e  i n d u s t r y ,  t o  
c o n s i d e r  p r o p o s a l s  t o  a l l e v i a t e  t h e  impact  of r a t e  i n c r e a s e s .  I n c l u d e d  
among t h e s e  p r o p o s a l s  a r e  t h e  development  of v a r i o u s  economy s e r v i c e s ,  t h e  
f r e e z i n g  o r  e l i m i n a t i o n  of month ly  r e s i d e n t i a l  a c c e s s  c h a r g e s ,  a s  w e l l  a s  
t h e  e x t e n s i o n  of a  l i f e l i n e  concep t  t o  t e l e p h o n e  s e r v i c e  e . ,  t h e  
o f f e r i n g  of  a  l i m i t e d  number of l o c a l  t e l e p h o n e  c a l l s  a t  a  p r i c e  below 
c o s t  f o r  e l i g i b l e  r e s i d e n t i a l  s u b s c r i b e r s ) .  

Congre s s  h a s  f o c u s e d  c o n s i d e r a b l e  a t t e n t i o n  on t h e  g e n e r a l  i s s u e  o f  
o u r  chang ing  t e l ecommunica t i ons  i n d u s t r y  and i t s  impact  on t h e  p r i c i n g  o f  
t e l e p h o n e  s e r v i c e  i n  p a r t i c u l a r  . D e s p i t e  t h i s  c o n c e r n ,  however ,  i t  h a s  
f a i l e d  t o  e n a c t  any l e g i s l a t i o n .  L e g i s l a t i v e  p r o p o s a l s  i n  t h e  9 9 t h  
Congre s s  f o c u s e d  on t h e  p r e v e n t i o n  of  consumer drop-of f  from t h e  t e l e p h o n e  
ne twork  and t h e  p r e s e r v a t i o n  of  t h e  u n i v e r s a l  s e r v i c e  g o a l s  o f  t h e  1934 
C o m u n i c a t i o n s  Act .  These  p r o p o s a l s  t ook  two ma jo r  a p p r o a c h e s :  t h e  
s u s p e n s i o n  o r  e l i m i n a t i o n  of t h e  FCC-imposed monthly s u b s c r i b e r  l i n e  
c h a r g e ;  and t h e  imp lemen ta t i on  of a  f e d e r a l l y  deve loped  l i f e l i n e  s e r v i c e  
program. While  bo th  p r o p o s a l s  had t h e i r  a d v o c a t e s ,  t h e  e x t e n s i o n  s f  a  
l i f e l i n e  c o n c e p t  t o  t h e  t e l e p h o n e  i n d u s t r y  seemed t o  g e n e r a c e  t h e  most 
s u p p o r t .  D e s p i t e  g a t h s r i n g  numerous co - sponso r s ,  however ,  n e i t h e r  House 
n o r  S e n a t e  l i f e l i n e  p r o p o s a l s  (H.R. 151,  S. 950) were e n a c t e d .  

Congre s s  i s  n o t  a l o n e  i n  d e v e l o p i n g  l i f e l i n e  p r o p o s a l s .  V a r i o u s  
S t a t e s  have  implemented t h e i r  own l i f e l i n e  programs and t h e  FCC, i n  
December 1985 ,  e n a c t e d  a  l i f e l i n e  a s s i s t a n c e  program which p r o v i d e s  f o r  
F e d e r a l  a s s i s t a n c e  t o  q u a l i f y i n g .  S t a t e  o r  i n d i v i d u a l  t e l e p h o n e  company 
l i f e l i n e  programs.  The l i m i t e d  n a t u r e  of  t h e  FCC's v o l u n t a r y  program a s  
w e l l  a s  t h e  uneven p a r t i c i p a t i o n  r a t e  of S t a t e  l i f e l i n e  a c t i o n ,  however ,  
h a s  prompted many l i f e l i n e  a d v o c a t e s  t o  c o n t i n u e  t o  p r e s s  f o r  F e d e r a l  
l e g i s l a t i o n .  

R e c e n t l y  some of  t h e  ma jo r  f o r c e s  which have had s u c h  a  s i g n i f i c a n t  
impac t  on t h e  i n d u s t r y  a r e  mod i fy ing  and t h e  f r e q u e n c y  and r a t e  of 
i n c r e a s e  o f  l o c a l  t e l e p h o n e  r a t e  f i l i n g s  a p p e a r s ,  a t  l e a s t  t e m p o r a r i l y ,  t o  
be on t h e  d e c l i n e .  Disappoin tment  however ,  o v e r  b o t h  t h e  p r e s e n t l y  
implemented FCC l i f e l i n e  program and l i m i t e d  S t a t e  l i f e l i n e  a c t i v i t i e s ,  a s  
w e l l  a s  t h e  F e d e r a l  / S t a t e  J o i n t  Boa rd ' s  recommended i n c r e a s e  i n  
r e s i d e n t i a l  s u b s c r i b e r  l i n e  c h a r g e s  h a s  made t h i s  a  s u b j e c t  o f  c o n t i n u e d  
c o n g r e s s i o n a l  i n t e r e s t .  

Measures  which e s t a b l i s h  a  mandatory n a t i o n w i d e  l i f e l i n e  program and 
f r e e z e  o r  r e p e a l  s u b s c r i b e r  l i n e  c h a r g e s  have  a l r e a d y  been i n t r o d u c e d  i n  
t h e  1 0 0 t h  Congre s s .  
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. The s u b s t a n t i a l  r i s e  i n  l o c a l  t e l e p h o n e  r a t e s  and c h a r g e s ,  coup led  
w i t h  t h e  s h i f t i n g  of i n d u s t r y  c o s t s  p r e v i o u s l y  borne  by l o n g  d i s t a n c e  
c u s t o m e r s  t o  a l l  t e l e p h o n e  s u b s c r i b e r s  th rough a  monthly s u b s c r i b e r  l i n e  
c h a r g e  h a s  r a i s e d  conce rns  t h a t  some consumers may be  f o r c e d  t o  g i v e  up  
t e l e p h o n e  s e r v i c e .  Although l o c a l  r a t e s  d i d  n o t  r i s e  a t  t h e  pace  t h a t  was 
once  p r e d i c t e d ,  some g roups  f e e l  t h a t  t h e  p o t e n t i a l  f o r  f u r t h e r  major  r a t e  
i n c r e a s e s  s t i l l  remains .  Whether t h e  u n i v e r s a l  s e r v i c e  g o a l s  c o n t a i n e d  i n  
t h e  Cormun ica t ions  Act a r e  i n  f a c t  t h r e a t e n e d  by t h e s e  e v e n t s  and what 
r o l e ,  i f  a n y ,  Congress  shou ld  p l ay  i n  promoting t h e s e  g o a l s  a r e  t h e  l i k e l y  
i s s u e s  t o  be d e b a t e d  i n  t h e  1 0 0 t h  Congress .  

BACKGROUND AND ANALYSIS 

T e c h n o l o g i c a l  advances  and i n c r e a s e d  c o m p e t i t i o n  i n  t h e  p r o v i s i o n  o f  
t e l e c o m n u n i c a t i o n s  equipment  and s e r v i c e s  have brought  p o s i t i v e  b e n e f i t s  
t o  consumers i n  t h e  form of g r e a t e r  c h o i c e  and d e c r e a s i n g  p r i c e s  i n  
equipment  and long  d i s t a n c e  r a t e s .  The impact on l o c a l  t e l e p h o n e  s e r v i c e ,  
however, a t  l e a s t  i n  t h e  s h o r t  r u n ,  h a s  n o t  been a s  f a v o r a b l e .  Al though 
n o t  a s  d i r e  a s  once  p r e d i c t e d ,  s i g n i f i c a n t  r i s e s  i n  l o c a l  t e l e p h o n e  r a t e s  
a s  w e l l  a s  t h e  imp lemen ta t ion  by t h e  FCC of r e s i d e n t i a l  a c c e s s  c h a r g e s  
have  caused  conce rn  t h a t  t e l e p h o n e  s e r v i c e  may become p r i c e d  o u t  o f  t h e  
r e a c h  of some segments  o f  o u r  s o c i e t y .  

While  t h e  impact  t h a t  l o c a l  r a t e  i n c r e a s e s  have had on t h e  a b i l i t y  of 
consumers t o  remain  on che  ne twork  c o n t i n u e s  t o  be d e b a t e d ,  v a r i o u s  
t e l ecommunica t ions  measures proposed i n  t h e  100 th  Congress  r e f l e c t  t h e s e  
c o n c e r n s .  These  b i l l s  f o c u s  on two major  themes: conce rn  o v e r  t h e  impact  
on s u b s c r i b e r s  of t h e  s h i f t i n g  of c o s t s  i n  t h e  form of FCC-mandated 
r e s i d e n t i a l  s u b s c r i b e r  l i n e  c h a r g e s ;  and t h e  imp lemen ta t ion  of a  f e d e r a l l y  
sponso red  l i f e l i n e  program t o  e n s u r e  t h e  a v a i l a b i l i t y  of b a s i c  t e l e p h o n e  I 

s e r v i c e  t o  a l l  consumers.  

R e s i d e n t i a l  S u b s c r i b e r  Line Charges  

The FCC's 1982 Access Charge Order  e s t a b l i s h e d  a  new framework t o  
compensa te  l o c a l  t e l e p n o n e  companies f o r  t h e  c o s t s  t h e y  i n c u r  f o r  t h e  
o r i g i n a t i o n  and t e r m i n a t i o n  of i n t e r s t a t e  t e l e p h o n e  c a l l s .  Under t h i s  
p l a n  p a r t  of t h e  l o c a l  t e l e p h o n e  company's f i x e d  c o s t s  w i l l  c o n t i n u e  t o  be 
t h e  r e s p o n - s i b i l i t y  o f  t h e  i n t e r s t a t e  c a t e g o r y ;  however,  t h e  payment of 
t h e s e  c o s t s  i s  s h i f t e d  from i n t e r s t a t e  u s e r s  t o  a l l  s u b s c r i b e r s .  T h i s  i s  
accompl i shed  by l e v y i n g  a  f l a t  monthly c h a r g e  on a l l  end u s e r s  of  
t e l e p h o n e  s e r v i c e  t o  h e l p  cove r  t h e s e  c o s t s .  The imp lemen ta t ion  of s u c h  
c h a r g e s  h a s  caused  c o n s i d e r a b l e  d e b a t e .  Some s u p p o r t  t h e  s h i f t i n g  of such  
c o s t s  a s  a  move toward p r i c i n g  e f f i c i e n c y  which w i l l  k eep  l a r g e  u s e r s  on 
t h e  p u b l i c  ne twork  t o  t h e  u l t i m a t e  b e n e f i c  of consumers. O t h e r s  who a r e  
o p p o s e d  t o  t h i s  s h i f t  c l a i m  t h a t  t h e s e  c o s t s  shou ld  remain  t h e  
r e s p o n s i b i l i t y  of t h e  i n t e r s t a t e  c a r r i e r  a s  a  c o s t  of  g a i n i n g  a c c e s s  t o  
i t s  cus tomers  and o n l y  pose  a  f u r t h e r  t h r e a t  t o  u n i v e r s a l  s e r v i c e  g o a l s .  



Al though  t h e  Access  Charge Order  c o n t a i n s  a  number of c a t e g o r i e s  of 
c h a r g e s ,  t h e  l e v y i n g  of a s u b s c r i b e r  l i n e  c h a r g e  on r e s i d e n t i a l  
s u b s c r i b e r s  h a s  g e n e r a t e d  t h e  most c o n t r o v e r s y .  The r e s i d e n t i a l  
s u b s c r i b e r  l i n e  c h a r g e  i s  p r e s e n t l y  f r o z e n  a t  $ 2  p e r  l i n e  p e r  month. 
Whi le  a  $2 month ly  c h a r g e  may n o t ,  i n  i t s e l f ,  c a u s e  a  ma jo r  h a r d s h i p  f o r  
most consumer s ,  i t  i s  one of t h e  a s p e c t s  o f  t h e  Access  Charge  O r d e r  which 
i s  unde r  r ev i ew .  A F e d e r a l / S t a t e  J o i n t  Board on March 1 2  r eco rnended  t h a t  
r e s i d e n t i a l  s u b s c r i b e r  l i n e  c h a r g e s  be i n c r e a s e d  i n c r e m e n t a l l y  t o  t o t a l  
$3.50 p e r  l i n e  p e r  month by A p r i l  1989 and t h e  FCC i s  e x p e c t e d  t o  a p p r o v e  
t h i s  i n c r e a s e .  An a d d i t i o n a l  i n c r e a s e  i n  s u b s c r i b e r  l i n e  c h a r g e s  i s  
opposed by many a s  a  f u r t h e r  t h r e a t  t o  a f f o r d a b l e  t e l e p h o n e  s e r v i c e .  
Whi le  a d m i t t e d l y  o n l y  one of s e v e r a l  f a c t o r s  c o n t r i b u t i n g  t o  t h e  r i s e  i n  
l o c a l  t e l e p h o n e  r a t e s ,  i n  t h e  p a s t  some have  chosen  t o  s e e k  l e g i s l a t i o n  t o  
e l i m i n a t e  o r  f r e e z e  t h i s  c h a r g e  a s  a  way o f  p r e v e n t i n g  f u r t h e r  e r o s i o n  o f  
u n i v e r s a l  s e r v i c e  g o a l s .  While n e v e r  e n a c t e d ,  t h e  p r e s e n t  r e c o r n e n d a t i o n  
t o  i n c r e a s e  r e s i d e n t i a l  s u b s c r i b e r  l i n e  c h a r g e s  h a s  p rov ided  a c a t a l y s t  
f o r  t h e  i n t r o d u c t i o n  of s i m i l a r  l e g i s l a t i o n  ( H . R .  782 ,  S.  2 0 9 )  and  
s c h e d u l e d  h e a r i n g s  i n  t h e  100 th  Congress .  

The ~ i f e l i n e  Option 

O t h e r s ,  who may o r  may n o t  be opposed t o  t h e  l e v y i n g  of a  s u b s c r i b e r  
l i n e  c h a r g e ,  a r e  s e e k i n g  a  more comprehens ive  s o l u t i o n  t o  e n s u r e  t h a t  
t e l e p h o n e  s e r v i c e  r ema ins  a n  o p t i o n  f o r  a l l  segments  o f  o u r  s o c i e t y .  
Ch ie f  among t h e  s o l u t i o n s  be ing  proposed  i s  t h e  e x t e n s i o n  o f  a  L i f e l i n e  
c o n c e p t  t o  t e l e p h o n e  s e r v i c e .  The l i f e l i n e  c o n c e p t ,  a s  a p p l i e d  t o  
t e l e p h o n e  s e r v i c e ,  g e n e r a l l y  i n c l u d e s ,  a s  a minimum, t h e  o f f e r i n g  of a  
l i m i t e d  number of l o c a l  t e l e p h o n e  c a l l s  a t  a  p r i c e  below c o s t  f o r  
r e s i d e n t i a l  s u b s c r i b e r s  who meet a n  e s t a b l i s h e d  means t e s t .  While  m o s t ,  
i f  n o t  a l l ,  s u p p o r t  t h e  a v a i l a b i l i t y  of some form of b a s i c  t e l e p h o n e  
s e r v i c e  t o  h e l p  e n s u r e  t h a t  t h e  economica l l y  d i s a d v a n t a g e d  c o n t i n u e  t o  
have a c c e s s  t o  t h e  ~ e l e p h o n e  ne twork ,  c o n t r o v e r s y  ove r  how t h i s  shou ld  be 
accompl i shed  h a s  spa rked  c o n s i d e r a b l e  d e b a t e .  While n o t  a d e f i n i t i v e  
L i s t i n g ,  some of t h e  major  controversies r e l a t i n g  t o  t h e  deve lopment  o f  a  
l i f e l i n e  p l a n  f o c u s  on t h e  f o l l o w i n g  i s s u e s :  

what i s  t h e  a p p r o p r i a t e  e l i g i b i l i t y  c r i t e r i a  f o r  p a r t i c i p a n t s ;  
who shou ld  a d m i n i s t e r  t h e  program, e .g . ,  t h e  F e d e r a l  Government ,  
S t a t e  government ,  o r  t e l e p h o n e  companies ;  . 

how shou ld  t h e  program be funded ,  e  .g . ,  by t e l e p h o n e  i n d u s t r y  
r e v e n u e s  o r  by g e n e r a l  r e v e n u e s  s o u r c e s  ( t a x e s ) ;  
how comprehens ive  shou ld  t h e  program be ,  e . g . ,  shou ld  t h e  c o s t  
of a  t e l e p h o n e ,  c o n n e c t i o n  c h a r g e s ,  a n d / o r  i n s t a l l a t i o n  c h a r g e s  
be i n c l u d e d  a s  w e l l  a s  a  l i m i t e d  number of l o c a l  t e l e p h o n e  
c a l l s ;  a n d ,  
shou ld  p r e s e n t l y  a v a i l a b l e  i n d u s t r y  d e v i s e d  d i s c o u n t  s e r v i c e  
o p t i o n s  such  a s  budge t ,  economy, o r  measured s e r v i c e  be  used  i n  
c o n j u n c t i o n  w i t h  o r  i n  Lieu  of a  newly d e v i s e d  l i f e l i n e  p l a n ?  

D e s p i t e  t h e s e  c o n t r o v e r s i e s ,  t h e  e x t e n s i o n  of  a  l i f e l i n e  c o n c e p t  t o  
t e l e p h o n e  s e r v i c e  h a s  grown i n  p o p u l a r i t y  a s  t h e  c o s t s  a s s o c i a t e d  w i t h  
j o i n i n g  and r ema in ing  on t h e  t e l e p h o n e  ne twork  have i n c r e a s e d .  A l though  
n e v e r  e n a c t e d ,  l i f e l i n e  p r o p o s a l s  were i n t r o d u c e d  i n  b o t h  t h e  9 8 t h  and 



9 9 t h  C o n g r e s s .  V a r i o u s  S t a t e s  have  a l s o  e n a c t e d  t h e i r  own l i f e l i n e  
p r o g r a m s  a n d  t h e  FCC's l i f e l i n e  program,  e n a c t e d  i n  December 1 9 8 5 ,  
p r o v i d e s  l i m i t e d  F e d e r a l  a s s i s t a n c e  t o  t h o s e  S t a t e  o r  t e l e p h o n e  company 
l i f e l i n e  p rograms  which  meet F C C - e s t a b l i s h e d  c r i t e r i a ;  a s  o f  F e b r u a r y  1 ,  
t h e  S t a t e s  o f  A r i z o n a ,  A r k a n s a s ,  C o l o r a d o ,  H a w a i i ,  M a r y l a n d ,  N o r t h  
C a r o l i n a ,  O r e g o n ,  U t a h ,  Vermont and  West V i r g i n i a  and t h e  D i s t r i c t  o f  
Columbia  h a v e  q u a l i f i e d  f o r  t h e  F C C ' s  p l a n .  A l t h o u g h  t h e  J o i n t  B o a r d ' s  
March 1 2  r e c o m m e n d a t i o n  c a l l s  f o r  a n  e x p a n s i o n  of  t h e  FCC's l i f e l i n e  
p r o g r a m ,  c o n t i n u e d  dissatisfaction by many l i f e l i n e  a d v o c a t e s  o v e r  t h e  
p r e s e n c l y  d e s i g n e d  FCC p l a n  and t h e  l i m i t e d  n a t u r e  o f  most S t a t e  l i f e l i n e  
a c t i v i t y ,  h o w e - ~ e r ,  makes i t  l i k e l y  t h a t  s u p p o r t e r s  w i l l  c o n t i n u e  t o  p r e s s  
f o r  l e g i s l a t i o n  t o  implement  a  more e x t e n s i v e ,  f e d e r a l l y  manda ted  l i f e l i n e  
p rogram;  s u c h  a  m e a s u r e  (H.R. 2 9 1 )  h a s  been  i n t r o d u c e d  i n  t h e  1 0 0 t h  
C o n g r e s s .  

LEG1 SLATION 

H.R. 291 ( L e l a n d )  
P r o v i d e s  l i f e l i n e  t e l e p h o n e  s e r v i c e  t o  p romote  f a i r n e s s  i n  

t e l e c o r m u n i c a t i o n s  I n t r o d u c e d  J a n .  6 ,  1987 ;  r e f e r r e d  t o  Commixtee 
on E n e r g y  and Cormerce.  

H.R. 782 (Wyden e t  a1 .) 
P r o h i b i t s  a c c e s s  c h a r g e s  i n  e x c e s s  of t h e  c u r r e n t  r a t e  o f  s u b s c r i b e r  

l i n e  c h a r g e s .  I n t r o d u c e d  J a n .  2 7 ,  1987 ;  r e f e r r e d  t o  Commit tee  on E n e r g y  
a n d  Commerce. 

S. 209 ( G o r e )  
A c o m p r e h e n s  i v e  t e l e c o m m u n i c a t i o n s  b i l l .  I n c l u d e s  among i t s  

p r o v i s i o n s  t h e  r e p e a l  of s u b s c r i b e r  l i n e  c h a r g e s .  I n t r o d u c e d  J a n .  6 ,  
1 9 8 7 ;  r e f e r r e d  t o  Commit tee  on Commerce, S c i e n c e ,  and T r a n s p o r t a t i o n .  

FOR ADDITIONAL READING 

Low-income c u s t o m e r s  d i s c o v e r  down s i d e  of  phone ,  b a n k i n g ,  d e r e g u l a t i o n .  
N a t i o n a l  J o u r n a l ,  J a n .  2 6 ,  1985: 204-5. 

Phone,  b a n k i n g  L i f e l i n e s  s o u g h t  f o r  n a t i o n ' s  p o o r .  Wash ing ton  p o s t ,  Mar. 
1 0 ,  1985:  G 1 ,  G4. 

Phone b i l l s  f o u n d  up  20% s i n c e  b r e a k u p .  Wash ing ton  p o s t ,  Dec. 3 0 ,  1986:  
E3. 

Phone r a c e  i n c r e a s e s  f o u n d  below d i r e  p r e d i c t i o n s  of ' 8 4 .  New York times, 
J u n e  1 6 ,  1986:  A l ,  D4. 

T e l e p h o n e  l i f e l i n e  r a t e s  a f t e r  t h e  AT&T d i v e s t i t u r e .  P u b l i c  u t i l i t i e s  
f o r ~ n i g h t l y ,  J u n e  1 6 ,  1986:  5 7 .  


