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From “New and Future Services Brief”

· Non-tariffed and free services which include a TN (e.g., voice mail) may proliferate. The ordinary influence on end-user consumption, consumer cost, is absent. In this new model the provider may garner revenue through advertising or other revenue sources tied to usage. (Elasticity of demand is no longer bounded by price).

*****

In late 2005, a company providing voice over Internet services began partnering with rural telephone companies in Iowa to provide free voicemail boxes via the Internet.  The free voicemail boxes are marketed through at least five websites.  Each voicemail box requires a dedicated telephone number.  As a result, Iowa has seen a vast number of new telephone numbering assignments to feed the demand for this new and free service.

All but one of the rate centers where numbers are being assigned for the voice mailboxes is currently classified as pooling “excluded.”  The one exception is classified as pooling “optional” because a competitor who agreed to participate in pooling recently began providing service there.  However, the competitor was assigned a new code of 10,000 telephone numbers because the ILEC could not or would not participate in pooling.  Thus, all telephone numbers assigned to these rate centers have been in blocks of 10,000 numbers.  Additionally, the small telephone companies typically apply for multiple blocks of numbers in a single day to feed the demand for the free voicemail boxes.  Often, applications to the NANPA are for as many as 100,000 phone numbers at a time. The NANPA has told the Iowa Utilities Board (IUB) that it cannot deny these applications under the current numbering assignment procedures.

Although the services are free to the consumer, IXCs and wireless carriers appear to be paying for the voicemail boxes through terminating access charges assessed by the phone companies who sponsor the free services.  The VoIP company has told the IUB that it takes measures to assure that traffic continues to be routed to the voicemail boxes.  It closes accounts after a short period of time if the voicemail boxes are unused. These accounts with their associated telephone numbers are then re-cycled to other consumers willing to use the voicemail boxes.  The VoIP company has also told the IUB that it may need 4 to 6 million Iowa telephone numbers to achieve "critical mass."  Critical mass is the point where retirements of voicemail boxes that are not being used equals new demand for voicemail boxes.  At critical mass, the rural telephone companies who partner with the VoIP company would no longer need to apply for additional telephone numbers. 

The table below provides a picture of where the telephone numbers are being assigned in Iowa for the free services.  In total there are 16 rate centers where rural telephone companies associated with the VoIP company are applying for telephone numbers.  To date, 191 NXX Codes, or nearly 2 million telephone numbers, have been assigned.  The populations of the towns served by the rate centers are shown if available.  The populations were taken from the 2007 Transportation Map for the State of Iowa.  Some of the towns are so small that either the town itself or its population is not listed on the Iowa map.  Clearly, the majority of the recently assigned telephone numbers are not subscribed to consumers residing in these small towns.  Likely, most subscribers to the telephone numbers and voicemail boxes reside in other states or countries.  

	Iowa

Rate Center

(Exchange)
	Approximate 

Population
	NPA

(Area Code)
	Number of NXXs

Assigned for Free

Voicemail Boxes

	Corwith
	350
	515
	16

	Kanawha
	739
	641
	16

	Klemme
	593
	641
	16

	La Motte
	272
	563
	9

	Callender
	424
	515
	12

	Harcourt
	340
	515
	12

	Brayton
	145
	712
	5

	Marne
	149
	712
	5

	Dodgeville
	not/avail.
	319
	6

	Kingston
	not/avail.
	319
	6

	Mediapolis
	1644
	319
	6

	Ogden
	2023
	515
	31

	Little Cedar
	not/avail.
	641
	7

	New Haven
	not/avail.
	641
	17

	Van Horne
	716
	319
	18

	Wyoming
	626
	563
	9

	16  (Total)
	
	
	191  (Total)


The assignment of telephone numbers for free services can rapidly “drain” the expected lives out of area codes.  Traditionally, retail services associated with dedicated telephone numbers were available only to consumers willing to pay ongoing tariffed or contract rates and charges.  These rates and charges provided an economic incentive for consumers to conserve telephone numbers.  Thus, unbridled demand was kept in check.  Because these voicemail boxes are free, there is little economic incentive for consumers to conserve.  Therefore, it is likely that some consumers may subscribe to numerous free voicemail boxes to screen various types of calls.  The absence of cost to the consumer creates a situation of uncontrolled demand, and the real likelihood of excessive wastefulness of a valuable public resource.

The chart below shows the effect, over the past year, on the expected lives of Iowa’s five area codes.  The chart shows the NANPA’s forecasts in March 2006, September 2006, and March 2007 for the expected lives of Iowa’s area codes.  (The declines in the expected lives of the state’s area codes should not be attributed solely to the free services.  Wireless carrier and CLEC numbering assignments also have contributed to the declines.  However, the majority of assignments have been for free voicemail boxes.)   If the trend continues, the NANPA believes at least one of Iowa’s area codes could be declared in “jeopardy” by the end of 2007 or early 2008.
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