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myself, Senalors GRASSLEY, SASSER.
Baucus, BURDICK, CONRAD, and others.
1 shall explain what that amendment
is now and again when I offer the
amendment. But I wanted to let my
colleagues know of this amendment.

A number of small and rural tele-
phone companles have expressed con-
cerns {0 us about enacting S. 173 with-
out adequate safeguards to ensure
that rural areas continue to be served
by a first-rate public telecommunica-
tions infrastructure. In 1988, I wrote
an article in the UCLA Federal Com-
munications Law Journal concerning
universal telephone service which em-
phasized the need for a coordinated
telecommunications policy between
urban and rural and small city areas of
this country.

Without universal service as a fun-
damental premise of our national tele-
communications policy, we in rural
parts of the country wii be left far
behind in the advancing information
age. Of course, & manufacturing bill
alone will not do the whole job. But,
the universal service premise is at th~
heart of this amendment.

The manufacturing restriction relax-
ation envisioned in 8. 173 should be ac-
companied by clear, explicit and en-
forceable statutory safeguards which
would guarantee small and rural local
exchange carriers nondiscriminatory
aocess to the equipment and software
they heed.

This amendment would do the fol-
lowing:

First of all, it would requlre the Bell
companies {0 make software and tele-
communications equipment savallable
to other local exchange carrlers with-
out discrimination or self-preference.
S. 173 currently does not contain lan-
guage requiring the Bell companles to
sell software, which is the heart of
modern telecommunications equip-
ment, to other local exchange carriers.
1t would make any reciprocal require-
ments for other local exchange carri-
ers that manufacture telecommunica-
tions equipment truly reciprocal.

S. 173 requires Bell company affili-
ates to make equipment avallable only
to other local telephone companics
and only for use with the public tele-
communications network; other locat
telephone companies must make avail-
able any telecommmunications equip-
ment they or any of their affiliates
manufacture to any Bell company
that sells them equipment and to any
of its affiliates, for any use.

our d t would re-
quire Bell companies that manufac-
ture equipment to continue making
available telecommunications equip-
ment, including software, to other
local telephone companies so long as
reasonable demand for It exusm 8.173
contains no req to maintain
availability to satisfy the reasonable
continuing demand of other local ‘ele-
phone companies,

Small and rural companies are con-
cetned that If the Bell compantes are
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allo%ed Into manufacturing, they
would be much more likely to buy ex-
isting manufacturing operations than
to start new ones. This is particularly
true for switch manufacturing, which
is very capital Intensive. If the Bell
companles refuse to supply software to
independents, they can prevent the in-
dependents from providing new serv-
ices. Then the Bell companies could
market such services to the small com-
pany's large customers, emphasizing
that the small company was unable to
offer the service.

The concern we have is that the Bell
companies could divert the traffic of
selected large customers to their own
facilities. This would leave behind
costs that remalning residential cus-
tomers would have to absorb through
higher rates. A Bell company also
could use this leverage if it wanted to
acquire a neighboring small independ-
ent in a growing area. It could further
its acquisition objective by depriving
the target company of technology,
thus stimulating consumer compla‘mts
to regulators.

Small and rural companles are also
worried that a Bell company could ac-
quire aen existing manufacturer,
change the product line to meet Bell
plans and needs, and cease Lo support
equipment and software installed by
small companles. If new software is
not made available, a rural company
might have to choose between install-
ing a new switch or depriving its sub-
scribers of new services.

Third, our amendment would re-
quire the Bell companies o engage In
Joint network planning, design and op-
erations.

S. 173 undercuts joint planning and
widespread infrastructure availability
because it only requires the Bell com-
panfes to: First, Inform other local
telephone companies about their de-
ployment of equipment; and second,
report changes to protocols and re-
quirements. The bill's requirements
are too little too late. They will not
lead to a nationwide, information-rich
telecommunications infrastructure.

Small companies need a voice In the
process to assure that the network is
designed, implemented and operated
jointly by all.

Small companles need a voice In the
process to assure that the network is
designed, implemented and operated
jointly by all local telephone compsa-
nles to meet the goal of nationwide
access to Information age resources.

Finally, our amendment calls for
strong district court enforcement pro-
cedures, including damages. S. 173 pro-
vides only for FCC common carrier au-
thority, which proved inadequate to
remedy past refusals to provide equip-
meént to small local telephone compa-
nles. If independents do not have the
abllity to go to district court with
their complaints, they cannot reason-
ably have any confidence that the es-
sentlal safeguards will be effective.

We are currently discussing this
amendment with the authors of the
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bill and we hope we can include this as
part of the package we bring to the
floor. I urge my colleagues to support
this amendment to ensure that rural

nies have r ble, enforcea-
ble and continuing access to the equip-
ment and joint network planning they
need so that all Americans, urban and
rural alike, can share in a nationwide,
information-rich telecommunicatiol
network.

TELECOMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-
FAchURING COMPETITION
A

The PRESIDING OFFICER (Mr.,
Rem). Under a previous order, the
hour of 3 p.m. having arrived, the
Senate will now proceed to the consid-
eration of S. 173, which the clerk will
now report.

The legislative clerk read as follows:

A bill (S. 173) to permit the Bell Tele-
phone C to
design, and manufacture t.eleeommu.nlcn
tions equipment, and for other purposes.

The Senate proceeded to consider
the bill which had been reported from
the Committee on Commerce, Sclence,
and Transportation, with amend-
ments: as follows: .

(The parts of the bill intended to be
stricken are shown in boldface brack-
ets and the parts of the bill intended
to be inserted are shown In italics.)

S. 1713

Be {l enacted by the Senate and House of
Representatives of the Uniled States of
America in Congress assembled,

SECTION 1. SIORT TITLE.

This Act may be cited as the “Telecom-
munications Equipment Research and Man-
ufacturing Competition Act of 1881,

SF.C. 3. FINDINGS. .

‘The Congress finds that the continued
economic growth and the international com-
petitiveness of American industry would be
assisted by per: the Bell Tel
Companies, through their affiliates, to man-
ufacture ( design,
and fabrication) telecommunications equip-
ment and customer premises equipment,
and to engage In research with respect to
such equipment.

SEC. 3. AMENDMENTS TO THE C

ATIONS

f N
' §do11
ducted only through an affiliate (hereafter

in this section referred to as a ‘manufactur-
ing affiliate’) that Is separate from any Bell
‘Telephone Company.

*“(c) The Commission shall preacﬂbe regu-
lationa to ensure that—

“(1) such manufacturing affiliate shall
maintain books, records, and sccounts sepa-
rate from Its affiliated Bell Telephone Com-
pany which !dentify all ons

ween the manufacturing affiliate and its
affiliated Bell Telephone Company and,
even {f such mmu(acmrlng lﬂlllau h nat l .

held corporati
statements whlch are In eompl!mee vlth
Federal ¢! reporting for
publicly held corporations, file such state-
ments with the Commission, and make such
for public 1

“D i) with the provisi of this
section, neither a Bell Telephone Company
nor any of its nonmanufacturing atfiliates
shall perlorm sales, advertising, lmtnlln‘tlon.

! or &
manutn.cturlnc affiliate; except that institu-
tional advertising. of a type not related to
specific car-
ried out by the Bell Telephone Company or
{ts affillates shall be permitted if each party

pays {ts pro rata share;
“(3XA) such manufacturing affillate shall
all of fts f; ing within the

- United States and, except as otherwise pro-
vided In this paragraph, all component parts
of premises .
tured by such affiliate, and all component
parts of tel it

manufactured by such affiliate, shall have
been manufactured within the United
States;

‘“(B) such affiliate may use component
parts manufactured outside the United
States if—

*(1) such affiliate first makes & good faith
effort to obtain equivalent component parts
manufactured within the United States at
reasonable prices, terms, and conditions;
and

“(ii) for the aggregate of telecommunica-
tions equipment snd customer premises
equipment manufactured and sold in the
United States by such affiliate in any calen-
dar year, the cost of the components manu-
factured outside the United States con-
tained in the equipment does not exceed 40
percent of the sales revenue derived from
such equipment;

“¢C) any such affiliate that uses compo-
nent parts manufactured outside the Unlted
States in the e of
cations and i

ACT OF §934.

Title II of the Communications Act of
1934 (47 U.S.C. 201 et seq.) Is emended by
adding at the end the following new section:

“REGULATION OF MANUFACTURING BY BELL
TELEPHONE COMPANILS
“Sec. 227. (a) Subject to the requlremenu

.of this sectlon and the regulations pre-

scribed thereunder, a Bell Telephone Com-
pany, through an affiliate of that Company,
notwithstanding any restriction or obllzn
tion Imposed before the date of

t within the United States shall—

“1) certify to the Commission that a good
faith effort was made to obtain equivalent
parts manufactured within the United
States at reasonable prices, terma, and con-
ditlons, which certification shall be filed on
s quarterly basis with the Commission and
list component parts, by type, manufactured
outside the United States; and

“(i1) certify to the Commission on an
annual basis that for the :ure?m of tele-

1] an

of this section pursuant to the Modlfication
of Final Judgment on the llnm of business
tn which a Bell Teleph

d and sold
in the United States by such affiliate in the
previous calendar yea.r. the cost of the com-

may
engage, mny manufacture md provide tele-
ions
ture premises i except
that neither a Bell Telephone Company nor
any of its affiliates may engage in such
manufacturing in conjunction with a Bell
‘Telephone Company not 50 affiliated or any
of its affiliates.
*{b) Any manufacturing or provision au-
thorized under subsection (a) shall be con-

ide the United
States d in uuch did not
t and exceed the b .

graph (BXi!) or adjusted in accordance with
subparagraph (G);

“(DX1) # the Commission det.ermlnu.
after r wing the cert
subparagraph (C)1), that such uflhnbe
failed to make the good faith effort re-
quired in subparagraph (BXi} or, after re-
viewing .the certification required in sub-
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