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The AT&T Divestiture and the Telecommunications Act of 1996 benefited small businesses and consumers by creating business opportunities and encouraging lower costs and technological innovation.  Consequently, I now have many different data communication services with associated hardware provided by different businesses.  The telecommunication providers can coexist on the same international telecommunications network which gives me access to all the skills, knowledge, and societies around the world.


The whole point of the 1984 AT&T Divestiture was to replace the monopoly in communication with a more competitive environment.  The Telecommunications Act of 1996 was a continuation of that effort.

These two events had a large impact on businesses and are the cause of the current chaotic mix of telecommunication companies.  These two events - AT&T's Divestiture in 1984 and the Telecommunication Act of 1996 - took a single communication system, AT&T's Bell System, and redistributed control such that competing companies would be able to provide technology and services.  Within set guidelines, anyone who had the motivation was allowed to use and add to the existing system. (McGinity, 1999)


The Bell System, at the time of the 1984 Divestiture, was a government sponsored monopoly regulated by the Federal Communications Commission (FCC).  AT&T was responsible for most of the available technology.  For example, in 1927, AT&T provided transatlantic two-way radio communication to London.  In 1948, AT&T added a microwave relay station between New York and Boston.  In 1962, AT&T launched Telstar I, a communications satellite.  The Bell System connected almost all the homes in the United States.  AT&T was restricted to solely work in the areas of the national telephone system and government work. (The History of AT&T, 2004)


In 1984, this would change.  Divestiture created the regional Bell operating companies.  In exchange for separating from seven local groups supporting the Bell System, AT&T would again be allowed to invest in areas outside the national telephone system and government work.  While AT&T (divided into 8 other organizations) remained responsible for long distance communication and customer premises equipment (CPE), the local operating companies would be responsible for local exchange, directories, and new equipment.  Ownership of hardware would go to the company who used that hardware the most, but nondiscriminatory access must be allowed to connect communication networks.  (Massey, 2004)

Ivan Shefrin writes, in his 1992 article titled "Telecommunications Services - Industry Overview", "Since the break-up of AT&T in 1984, the U.S. common carrier network has been divided into 161 Local Access Transport Areas (LATAs).  Communications among LATAs are handled by long distance carriers, while intra-LATA telecommunications (both local and toll calling) are the responsibility of the Local Exchange Carriers (LECs)." (Shefrin, 1992)

As a result of Divestiture, prices for directly dialed long distance calls decreased, overall use of the telecommunications network increased both internationally and state-to-state.  More private networking services were offered.  More companies got involved, driving technology advances and offering consumers more choices.  (Shefrin, 1992)

In 1996, the Telecommunications Act was passed to allow even more businesses to intermingle and provide similar services.  Telecommunication service providers were required to allow competitors to have connectivity through their network.  Incumbent local exchange carriers now lease parts of their network without profit, give competitors wholesale advantages, and may not add any surcharge to transmissions that merely pass through their network. (Economides, 1998)

Local and distance exchange carriers can cross into each other's market.  Similarly, companies besides the regional Bell companies can provide local call service.  Telephone, cable, and electric companies can compete for the voice and video markets. (Pearson Education, Inc., 2003)

The visions of lower costs to the consumer and a wider variety of choices were not to be realized this time.  In actuality, the Telecommunications Act of 1996 allowed larger companies to increase their holdings by buying smaller companies in other markets, resulting in a large number of mergers and acquisitions, and less companies. (Crandall & Singer, 2003)

The impact of all this is very personal.  My friends phone me on my house's phone (land line) which is provided by Verizon-Maryland, with long-distance serviced by AT&T.  I can call my husband using our cell phones (wireless) which are provided by Verizon-Wireless.  I can email friends using our home's cable Internet connection, which is provided by GMP Cable TV and does not actually run to our TV, which instead uses our satellite dish with service from Direct TV.  I could also FTP a file from work, using its Internet connection, travelling across many other commercial and government serviced networks, to our rented web server space provided by Apollo Hosting, Inc.  I like it.
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