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Strand Testifies Before Joint Senate Committee

HELENA – Local telecommunications professional Mike Strand testified on Tuesday, May 14, before a joint session of the Senate Commerce and Indian Affairs Committees in Washington, D.C.  A copy of Mr. Strand’s testimony is attached to this press release.


Mr. Strand discussed the challenges and opportunities inherent in providing basic and advanced telecommunications services on Indian reservations in rural areas.  He described the successful efforts by Montana’s telephone cooperatives to deploy wireline and wireless broadband services and video conferencing, in addition to more traditional local and long distance voice and Internet services.  He also discussed current FCC policies and their affect on service to Native Americans.


Committee members attending the hearing included Montana’s own Senator Conrad Burns, along with Chairman Daniel Inouye of Hawaii, John McCain of Arizona, Ben Nighthorse Campbell of Colorado, Craig Thomas of Wyoming, and Barbara Boxer of California.


During his opening remarks, Senator Burns singled out Mr. Strand as the witness he was most pleased to see in attendance due to the extraordinary work he and the companies he represented were doing to wire rural Montana.  Following Mr. Strand’s testimony, Chairman Inouye remarked that the work of one of the companies Mr. Strand represents, Project Telephone Company, appeared to provide a model for what other companies should be doing on Indian reservations across the country.


Mr. Strand has been the Executive Vice-President and General Counsel for Montana Independent Telecommunications Systems (MITS) since its creation in 1994.  MITS represents the interests of a group of very progressive telephone cooperatives providing services across Montana.  They include Central Montana Communications, Nemont Telephone Cooperative, Project Telephone Company, Triangle Telephone Cooperative Association, and Valley Telecommunications.


In addition to his duties at MITS, Mr. Strand is the CEO of iConnect Montana, a company that operates data centers and carrier collocation facilities it constructed in Billings and Helena.  The company provides floor space and fiber optic connectivity from multiple vendors to telecom, computer, and Internet-based businesses in a secure, environmentally-controlled facility.

Testimony of Mike Strand

Good Morning.  I would like to thank the Committees for allowing me this time to offer my observations with respect to the deployment of basic and advanced telecommunications services to Native Americans.

I represent five small rural telephone companies operating in Montana.  They range in size from about 5,000 lines to about 10,000 lines.  Their service areas include four Indian reservations:  Fort Peck, Fort Belknap, Rocky Boy and Crow.  

Our reservation areas are a challenge for us.  Our most current information is that the average per capita income on the reservations we serve is approximately $8,000 per year.  Many residents, particularly the elderly, do not speak English.  Many others have lived their entire lives without telephone service and are not interested in the service regardless of price.  Finally, there is an understandable mistrust of programs and projects offered by non-Indians.

Like many small rural telephone companies around the country, we acquired the bulk of our reservation exchanges from the local Bell operating company in the last ten years.  To give you an example of how that has worked, I will focus on the experiences of one of our companies, Project Telephone Company.  Project purchased all but one of the telephone exchanges on the Crow Indian Reservation from U S WEST in 1994.  Telephone service to the Crow at that time was abysmal.  Subscribership was approximately 50%.  The equipment and facilities were antiquated, and customer service was practically non-existent.

Upon purchasing U S WEST’s assets in the area, Project immediately invested over two million dollars in new digital switching equipment, fiber optics, and new copper plant.  We implemented new construction policies so that any home or business located within 1 mile of one our lines could get service with no construction charges.  Formerly, many Crow had been told they would have to pay thousands of dollars to get service.  We hired Crow-speaking customer service representatives and field technicians to do hook-ups.  A tribal member was appointed to our Board of Directors.  We made dial-up Internet available to every customer and DSL available to nearly two-thirds of the tribal members.  We expanded the local calling area so the reservation could call Montana’s largest city without incurring toll charges.  Finally, we aggressively pushed the Enhanced Lifeline and Link Up programs to those who were eligible. Of the 1,423 residential lines in our service area on the Crow Reservation, 490 (or 34%) of the lines are enrolled in the enhanced Lifeline program that makes local service available for $1 per month.  

Not surprisingly, subscribership grew.  In eight years, it has increased from 50% to nearly 85% and continues to grow.   I mention Project’s experience because it underscores a fact that I think is little known so far in Washington.  Many reservation areas around the country have been sold to companies like Project in the last ten years.  When the Bell companies owned those areas, their requirements for return on investment simply gave them no incentive to improve service.  For 

companies like Project, reservation areas are not that different than the rural areas they already 
serve.  Before any significant changes in federal policy occur with respect to phone service on reservations, I would call upon Congress and the FCC to ensure that they are fully aware of the accomplishments of companies like Project so such policies do not undermine those efforts.


I understand the central theme of this hearing is ETC designation.  I would like to make two points in this regard, and then I would be happy to answer questions at the proper point in this proceeding.


The first point is that while I and the companies I represent love wireless technology for specific applications, we are very skeptical as to its suitability as a universal service offering in most cases.  The wireless service we have seen in rural areas is simply not nearly as reliable and robust as wireline service.  Wireless service is subject to congestion problems because of the lack of communications channels built into most systems.  It has very poor redundant power supply in the event of an extended power outage.  It is subject to distortion, fade, or outright blocking of the signal, depending on weather conditions and line of sight issues.  These problems can be quite severe for certain frequency spectra.  With a very few exceptions it provides incredibly slow and unreliable connections to the Internet.  Finally, very few wireless providers offer their customers a choice of long distance providers.  In rural areas where incomes are low, folks need to be able to shop around for the best deal on long distance.  That said, if no traditional wireline provider is willing to provide true universal service to a reservation area, then by all means wireless should be used to keep those folks connected.  

The other point is that current FCC policy with regard to ETC designation needs to be fundamentally reviewed.  There are three problems with it:

1)  The FCC’s policy is to give a competitive ETC the exact same support per line as the incumbent ETC, based on the incumbent’s costs of providing service.  This policy will inevitably drive service quality in rural America to a lowest common denominator, because the FCC does not require the competitive ETC to match the incumbent in terms of service quality.

2)  When the FCC decides to take up an application for ETC designation itself, rather than leaving the decision to the state public utility commission, the FCC lacks the investigative tools to make an informed decision.  The ETC files an application with the FCC.  Interested parties file comments, and the application is either granted or denied.  There is no hearing.  There is no discovery.  There is no opportunity for cross-examination.  ETC designation is a very important decision.  The FCC needs to be certain that the representations in an ETC application are true.  When a natural disaster strikes and the phones don’t work, someone is going to get hurt.

3)  The FCC is not the appropriate decision-maker with respect to ETC designations in reservation areas.  Where the reservation has a well-established public utility commission of its own that has experience regulating rates and service quality, it is in the best position to determine what is best for the reservation.  Where the state public utility commission has historically taken that role, it is in the best position.  The FCC is simply too far away and its investigative processes are too limited to make such important decisions.

Thank you for this opportunity to express my views; I would be happy to answer any questions.

