1. You are asked to attend a committee meeting composed of company executives planning a new telecommunications system for the entire enterprise. Some members of this committee are unfamiliar with the history of telecommunications. Explain in concise terms how electronic telecommunications began. Begin with early history, then describe the current state of the industry. Be sure to touch on regulation and deregulation, market issues, and legal milestones. And, be sure to define any specific concepts you may use in your discussion.
           In the early 1890’s, telecommunications carriers focused on large towns and rural areas had to wait much longer to have telephone service.  Service was provided by more than 125 companies which all provided the same service.  AT&T had a nation wide network but wouldn’t allow the smaller independent companies to connect to it.  AT&T even took their competitive measures further by buying out as many small companies as they could.  

Eventually, congress got involved, and today they are still involved in regulation of the telecommunications industry.  The Mann-Elkins Act in 1910 made the activities of all phone companies doing business across state lines under supervision of the Interstate Commerce Commission (ICC).  The purpose of this was to have a uniform way of accounting for all of the telephone and telegraph common carriers.  

The Kingsbury Commitment came about in 1913 after the US Department of Justice and the ICC informed AT&T that they would be investigated for practices that appeared to be in violation of the Sherman Anti-trust Act.   The president of AT&T at the time drafted the Kingsbury commitment to protect the company.  As a result, at the end of 1913 AT&T agreed to dispose of it’s stock in Western Union, get approval from the ICC before acquiring any additional telephone companies and to allow the independent phone carriers to interconnect to its facilities.  The significance of this agreement is that it planted the seed for the telecommunications principle known as universal service.  

The Graham Act was passed in 1921.  The purpose of this act was to recognize and legalize the monopoly that  AT&T held.  In this act, telecommunications industry was specifically exempted from the Sherman Anti-trust act.  But the exemption only applied to when a telecommunications carrier consolidated another company.  

The telecommunications act of 1934 gave birth to the FCC.  The ICC had shifted its’ focus to become more involved in regulating the transportation industry.  This is where the FCC comes in, an agency with the sole purpose of regulating the telecommunications industry.    Now, telecommunications carriers must submit a tariff whenever they want to offer a new interstate or international phone service or change the price of a current service.  All of the tariffs that can be filed fall into four categories.  The first is the charge for the telecommunications services and how they vary throughout the day.  The second is a flat rate bill for full time service.  The third is a monthly minimum charge for a basic amount of service with additional costs when that usage quota is exceeded.  The fourth is a charge for the amount of data sent.  All of the tariffs filed become public record.  The FCC will review tariffs when they are submitted and say whether they approve or disapprove of them.  

In 1948 the Hush-a-Phone device was something you would place on the microphone of your telephone receiver to block out background noise.  When AT&T heard about the device, they threatened to disconnect subscribers who used it.  So Hush-a-phone took the case to the FCC.  The initial ruling was in favor of the FCC but in 1956 Hush-a-phone won their appeal.  The impact on the telecommunications industry was that now private companies could make devices to attach to the telephone network.   A similar case in 1968, called the Carterfone decision achieved a similar result.  Carter Electronics Company made the Carterfone to allow the interconnection of private radio systems to the public telephone network.  AT&T refused to allow the Carterfone to be attached to there network so as a result, Carter Electronics sued AT&T and won the case.  Now non telephone companies could produce electronics to connect to the telephone network and customers had more choices with their phone service, this opened the era known as the interconnect industry. 

The US Department of Justice brought another case against AT&T in 1949.  The Department of Justice was suing for violation of the Sherman Antitrust Act.  The charge was made that the absence of competition was defeating the effective public regulation of rates being charged to customers.  The main concern of the suit was the Western Electric Company. This company was the Bell System’s manufacturing arm.  The Justice Department wanted this arm amputated from the rest of AT&T.  The case was not settled until 1956.  The settlement consisted of a consent decree that would permit AT&T to keep Western Electric but they had to limit the Bell System companies to strictly doing telephone business.  Western Electric was now prohibited from manufacturing non-telecommunications devices and could only sell to the Bell System companies.  This decision kept AT&T and all of the Bell System companies out of the data processing business.  

The MCI decision in 1969 was another step towards deregulation.  The decision allowed MCI to offer intercity communications links for lease on a full time basis.  MCI was the first private company to offer this service, AT&T and the Bell System had offered it for many years.  The door was opened for many other carriers, which came to be known as other (or specialized) communication carriers to provide network type services.  

Next came the computer inquiries.  With Computer Inquiry I, back in 1971 it was decided that the computer industry was not under the control of the FCC.  Computer Inquiry II in 1981 after the FCC looked into the relationship between telecommunications and computer services, it was decided that; computer companies could transmit data on an unregulated basis, the Bell System was allowed to participate in the data processing market, customer premise equipment and enhanced services would be deregulated and provided by fully separate subsidiaries of the carriers, and basic communications would remain regulated.  Computer Inquiry III happened in mid 1986.  It ordered the Bell Operating Companies and AT&T to agree to the open network architecture.  

The most recent regulation was the telecommunications act of 1986.  This was the comprehensive rewrite of the Communications act of 1934.  This was the largest step towards deregulation ever taken.  The telecommunications industry became more competitive.  Local companies can now offer telephone service outside their region and long distance companies can offer local service.  Telephone companies are now permitted to offer radio and cable TV services.  Rules have been relaxed for ownership of radio and TV stations.  
