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TODAY TO

DELIGHTED TO BE HERE THIS AFTERNOON. I HAVE BEEN ASKED

DTSCUSS THE EFFECTS OF IELEPHONE DEREGUI,ATION ON

CONSUI{8RS, A TOPIC OF PARTICUI"AR Ir{OIr{ENT GMN THE RECENT FLURRY

OF ACTIVITIES BY THE tr'CC, JUDGE GREENE AND STATE REGUI,ATORY

coMt{IssIoNs.

IT HAS BECOI{E FASHIONABLE DURING THE REAGAN AD!,TINISTRATION

TO ATTACK ESTABLTSHED TNSTTTUTTONS, TO DRrVE TOWARD LESS AND LESS

GOVERNI'IENT OVERSfGHT, AND TO PRol{oTE COMPETITION IN INDUSTRIES

I,ONG CONSIDERED NATURAL It{oNoPoLIEs. I THINK IN I,ARGE PART THTS

PRODUCT OF A IIFAST-FTXIISHOW OF DEREGUI,ATORY ZEAL IS THE

MENTALITY AND A FAILURE ON THE PART OF THE LEGISI,ATIVE AND

EXECIITTVE BRANCHES OF OUR FEDERAL GOVERNMENT TO pROpERLy ANALyZE,



DEVEIOP, COORDfNATE AND IMPLEI'|ENT A NATIONAL COMMUNICATIONS

Polrcy. Ho!{EvER' FoR oUR PuRPosEs THrs AFTERNOON, WILL SHARE

WITH YOU MY VIEWS ON TELECOMMUNTCATIONS REGUIJATION BY STARTING

WITH A FAIRYTALE.

ONCE UPON A TIME, THERE WAS A LITTLE SOUTHERN TOT{N I{ITH A

VERY BIG PROBLEM. THE TOWN WAS GROWING, DEII{AND FOR TELEPHONE

SERVICE WAS HIGH,

INSTANTANEOUS VOICE

TECHNOLOGY HAD DEVEI,OPED RAPTDLY, AND

COMI,TUNICATIONS AI-TONG I,ARGE NI'I{BERS OF ITS

CITTZENS WAS APPROACHTNC REALTTY. THE TELEPHONE COII{PAI{Y KT.IEW ALL

THIS, oF coURsE, AND IT ALso KNEW, HAVING RECENTLY pURcHAsED THE

ExcLusIvE LocAL FRANCHISE, TITAT IT wAs THE oNLy co!,tpANy

AVAII"ABLE TO PEOPLE DESIRING TEI,EPHONE SERVICE. THERE WAS

coMPETrTroN, otr' soRTs. THE crTrzENs couLD sTrLL usE puBLrc

TELEGRAPH LTNES TO

HAND DELIVERY OF

RELAY l-tEssAGES, AND DTSTANCES WERE SHORT, SO

WRITTEN I.{ESSAGES WAS AN EFFECTIVE UEANS OF

coMMUNrcATroNs. NEvERTHEf,Ess, THERE wAs oNLy oNE coMpANy THAT

OWNED THE

RIGHT TO

TELEPHONE WIRES RUNNING THROUGH TOWN, HAD THE SOLE

rNsrALL Ii{oRE, AND THAT HAD THE cApABrLrry ro sI{rTcH
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CALLS FROI{ ONE SUBSCRIBERS I LINE TO N{OTHER.

THERE COULD BE NO OTHER TELEPHONE COMPANIES. AS A RESULT THE

COMPANY WAS ABI,E TO I{AKE TNTERNAL CORPORATE DECISIONS WTTHOUT

EXIERNAL REGULATORY

BE SELF-SERVING AND

RESTRAINf. THESE DECISIONS COULD, THEREFORE,

DRIVEN SOLELY 8Y THE IIBOTTO!{.LINE'" AS A

PRACTICAL I''ATTER, THE COMPANY HAD NO CONSTRAINTS ON ITS ltONOpOLy

POWER. THERE WERE NO OTHER TELEPHONE COII{PAI{IES, NOR HAD THE

GOVERNMENT PROVIDED ANY OVERSIGHT TO ENSURE THE PROVISION OF

QUALITY SERVICE AT A FAIR PRICE.

ONE OF THE COIITPANY ' s FAVORITE PASTIMES !{As RAISING

TELEPHONE RATES, WHICH IT DID FREQUENTLY. I{HEN THE COI,TPANY FIRST

STARTED BUSINESS, IT CITARGED $TZ FOR A TELEPHONE HOOK-UP, AND

TOLD CUSTOMERS THAT WHEN THE NUI'{BER OF SUBSCRIBERS REACHED 2OO IT

WOULD I,OWER RATES. THIS

cusToMERS QUTCKLY. HOWEVER, WHEN CUSTOMER SUBSCRTBERSHIp

ExcEEDgD 2oo, RATES RosE To $25. THE pRot{rsE oF RATE REDUcTToN

HAD BEEN VIOI,AEED. cusToMERS COMPLATNED, OF couRsE, BUT THERE

OR INCLINATION TOEXISTED NO GOVERNMENT BODY WITH THE AUTHORITY
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RESPOND TO CONSUIT{ER coNcERNs. so, THE COMPANY RAISED ITS RATES

AGAIN' THIS TII'IE TO $40, AND THEN TO $60. AND THEN, ULrI]IATELY,

TO $r25 A LINE FOR pREl,[IItM SERVICE.

AT tHE SAI'{E Trl'IE, THE COMPANY PLACED oNERous usE

RESTRTCTToNS oN suBscRrBERS, AND ENFORCED THEI| VTGOROUSLY. rr

PROHfBfTED ANYONE BUT THE ACTUAL SUBSCRIBER FROITI USING THE

TELEPHONE. FOR

THE TELEPHONE.

EXAI'TPLE ONLY THE FATHER IN THE HOUSEHOLD coULD UsE

ANy ADDITfONAL FAI,IILY I.{EI'{BER I{HO I{AI{TED TO !{AKE

CALLS IIAD TO PAY A SPECIAL PREITTIUI{. THE TELEPHONE CO!{PANY ALSO

CHARGED EXORBITANT RJA,TES AT PAY PHONES.

THE COI'{PANY ALSO

DISCONNECTING CALLS IT

ACTIVELY IIIONITORED EACH TELEPHONE CALL,

DTDNTT LIKE. FOR EXAtlptE, A SUBSCRIBER

USTNG HIS BUSINESS LINE TO PI,ACE A PERSONAL CALL WOULD BE

INTERRUPTED BY AN OPERATOR DEMANDING ADDITIONAL PAYIT{ENT. IF

PAyI'{ENT wAs Nor AGREED To, THE CALL wAs TERMTNATED. NATURALLY,

THE OPERATORS I'{ONTTORING EACH CALL SOMETIMES HEARD MORE TIIAN SHE

SHOULD HAVE, AND HAD NO COMPUNCTION ABOUT REIJAYING II,IPORTANT

INFORMATION OVERHEARD TO HTGHER RANKED TELEPHONE EMPLOYEES. THTS
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PROBLEI'T WAS

THAT !{N{Y

LIVE.

PARTICULARLY ACttTE IN THIS TOWN, SrNCE IT WAS HERE

HIGH RANKING GOVERNII{ENT OFFICfALS BOTH WORKED AND

FINALLY, THE PEOPLE OF THE TOtilN, OVER!{HEL,I,IED By THESE AND

OTHER ABUSIVE AND

GOVERNI,TENT AGENCY TO

T'NETHICAL PRACTICES, CREATED A SPECIAL

POLICE THE TELEPHONE COI'IPANY AND ENSI'RE THAT

VIOLATE THEIT COULD NO IONGER USE ITS MONOPOLY POSITION TO

PUBLTC TRUST. AS A RESULT, RATES CAI.{E DOWN, SERVICE IMPROVED, AND

THE !{ONITORING OF TELEPHONE CALLS CEASED. ORDER HAD BEEN

RESTORED, rT REMATNS TO BE SEEN, HOWEVER, I{HETHER, EVERyONE WrLL

LIVE IIAPPILY EVER AFTER.

THE SOUTHERN TOWN IN OI'R STORY WAS, OF COI'RSE, THE DISTRICT

OF COLUI{BIA, AND THE COI.{PANY WAS THE

TELEPHONE COII{PA}IY. THE sToRY Is IN

CHESAPEAKE AND POTOMAC

FACT TRUE. ALL THESE

TNCIDENTS CAN BE FOUND IN THE

CoNGRESS HELD IN 1898, IN THE

TRANSCRIPT OF HEARTNGS BEFORE

DAYS BEFORE PUBLTC UTILITY

REGULATION CAI.IE TO THE DISTRICT OR WAS WIDESPREAD fHROUGHOUT OI'R

NATION. AS A RESULT OF THESE HEARTNGS, rN 1913, CONGRESS CREATED
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TH8 PUBLIC SERVTCE COM}fiSSTON OF THE DTSTRICT OF COLI'UBIA. AT

WHICH TN UY OPINION CONTTNUE TO SERVE

HOWEVER' THE PENDULU}T IS NOW SWTNGING AWAY TROU REGUI"ATION

TO THE IIFREE !{ARKETII APPROACH THAT ALL OF US HAVE READ ABOUT IN

ECONOMTCS 101. THAT rS TO SAy, THAT ESSENTTALLY l,tONOpOLy FrRMS

ARE FREE TO PT'RSUE THEIR O&TECTIVES WITHOUT THE DISCOI{FORT AND

ALLEGED TNEFFTCTENCY OF GOVERNT{ENT TNIRUSTON. r BELTEVE THAT, rN

ABOUT THE SAI'{8 TTME, STATES

SIUILAR COMMTSSIONS, ALL OF

THE PUBLIC WELL.

LARGE PART, THrS

JUSTIFICATION, AI.ID

THROUGHOUT THE COUNERY WERE CREATING

TREND IS SHORT-STGHTED, I,ACKS ADEQUATE

WHIIJE RATE OFIS POLITICALLY IIIOTIVATED.

RETURN REGUT,ATTON HAS NEVER B88N CONSTRUED AS A PANACEA, AND DOES

BURDEN UTILITIES AND RATEPAYERS ALIKE WITH SIGNTFICANT REGUI,ATORY

cosTs, I

HAS BEEN

HAVE YET TO SEE AN ALTERNATIVE REGUI,ATORY PROPOSAL THAT

PROVEN AS EFFECTIVE AS TRADITIONAL COST OF SERVICE

REGUI,ATION AT CI'RBTNG INCENTIVES TO EXERCISE ABUSIVE I,IONOPOLY

PowER. r AIt[, HowEvER, coI'{MrrrED To MATNTATNTNG AN opEN MrND.

IT IS SAID THAT THE STATES ARE I.ABORATORTES FOR TESTING
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GOVERN!,T8NTAL

I.AVEL OFTEN

TREND IOWARD

rIND THEIR WAY

COM!{I'NICATIONS

INTO FEDER.AL

REFORM IS A

INTRODUCING

REGULATION AI{D I"AW. TH8

PERFECT EXAI'IPLE. WHILE

COI,TPETITTON TNTO THE

AND FEDERjAL DECISIONS,

POLICIES. THOSE POLICIES SUCCESSFT'L AT THE STATg

THE INTTIAIJ TMPETUS FOR

TELEPHONE INDUSTRY RESULTED FRoIt{ LEGAIJ

REVISIONS TO THE METHODS OF REGUI,ATING THE TEIEPHONE COI,TPANTES

THEUSELVES HAVE LARGELy BEEN SPEARHEADED BY IHE STATES. THESE

ACTTONS HAVE RESULTED FROM LEGTST,ATTVE rNrrrATrVES, REGUT,ATORY

PROCEEDINGS, OR BOTH. T{HILE TIME DOES NOT PERMIT A DISCUSSION OF

EACH STATETS APPROACH TO REcUr.,i[TORy REFORT{, r THOUGHT rT WOULD BE

USEFUL TO OUTI,INE BRIEFLY THE EFFORTS BEING TAKEN IN A FEW OF THE

MID-ATI,ANTTC JURISDICTIONS .

THE D.C. PSC IS PRESENTLY INVESTTGATING THE COMPETITTVE

ENVTRON}IENT

AS WELL AS

FACTNG THE CHESAPEAKE AND PoToMAc TELEPHONE colt{PANY,

ALTERNATIVES TO RATE OF RETURN REGUI,ATION, IN

WHTCH COMI,TENCED IN SEPTEMBER OF L987.

FORI.{AL

THECASE NO. 8L4,

coul-fissloN HAS FORMED A WORKING GROUP !{HICH IS COMPRISED OF

REPRESENTATTVES oF THE colofissroN STAFF, THE oFFrcE oF THE
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PEOPLETS COIINSEIJ' AND OTHER INTERESTED PARTIES WITII C&P SERVING

AS A PARTICIPANT AND PROVIDER OF TECHNICAL INFORMATION. THE

WORKING GROUP IS TO FORWARD RECOMMENDATIONS IO THE COMMISSION IN

A REPORf DUE AT THE END OF 1988. AI,TONG THE QUESTIONS THE GROUP

MUST ADDRESS ARE:

I{HAT IS THE NATURE AND SCOPE OF CI'RRENT AND
N{TICIPATED COUPETITION FACING C&P?

WHAf IS THE NATURE AND EXTENT OF BYPASS OF
C&P FACILITIES BY LARGE USERS AND
INTEREXCHANGE CARRIERS?

WHAT IMPACT DOES RATE OF RETURN REGUI,ATION
HAVE ON C&PIS COMPETITIVENESS? AND

DOES RATE OF RETURN PROVIDE ADEQUATE
INCENTIVES TO REGUI,ATED TELEPHONE CO!,TPANIES
TO II'IPROVE AND I-{ODERNfZE THEfR SERVfCES?

VIRGINIA HAS ADOPTED A VARIETY OF DEREGUI,ATORY INITTATIVES.

IN 1984, IN LIGHT OF NEW LEGISLATfON, THE VfRGINIA CORPORATION

co!'ft{rssroN DEREGUT,ATED rNTER-r,ATA r,oNc DrsrANcE AND CERTTFTcATED

FIVE NEW INTER-I,ATA CARRIERS.

WITH RESPECT To IocAL EXCITANGE CARRIERS, oR LEcs, THE

VIRGTNIA GENERAL ASSEMBLY HAS ALREADY DEREGUI,ATED TELEPHONE

col{PANIES WrTH REVENUES OF $20 MTLLTON OR LESS. THESE COMPANTES

MAY CHARGE RATES WITHOUT COMMISSION HEARINGS UNLESS 5I OF THE
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cusroMERs pRorEsr, oR rF THE COMMTSSTON TTSELF CHOOSES TO

INVESTIGATE.

WITH RESPECT To THE LARGE LEcs, IN NOVEI{BER oF 1987, A

VIRGINTA COMI,fiSSTON TASK FORCE RECOI,TMENDED IN AN TNTERTU REPORT

THAT RATE OF RETURN REGUI.ATION AS APPLIED TO IECS IS NO LONGER

ADEQUATE TO MEEB THE NEEDS OF A COMPETITM I.{ARKETPLACE. IT

RECOI'I!'fENDED ADOPTfON OF LEGISLATION EI|POWERfNG THE COMI*{ISSION TO

APPLY NON-TRADITIONAL REGUIJATORY I.{EASI'RES TO EXCI{ANGE CARRIERS

AND rrTO PROVIDE GREATER DISCRETION tTO THE COMIr{ISSIONI TO DEAL

WITH CHANGES IN THE TELECO!{MUNTCATTONS TNDUSTRY.II THE TASK FORCE

ALso RECOI'{MENDED THAT IF rHE LEGISLATION rs pAssED, THE

COMMfSSION "PROPOSE FORI.IAL RUL,ES PERI'|ITTING LECS TO APPLy TO

HAVE THETR RATES GOVERNED BY THE FORCES OF COI.{PETITION FOR THOSE

SERVICES THE COI'{MfSSION DEEl,tS APPROPRIATE. rl

AS YOU KNOW, IN PENNSYLVANIA THERE HAVE ALSO BEEN CAI,LS FOR

INDUSTRY. AFTER AN

ABORTIVE ATTEI'{PT AT DEREGUI,ATORY LEGISI,ATION BY BELL oF

PENNSYLVANIA EARLY IN 1987, THE PENNSYLVANTA TELEPHoNE
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ASSOCTATION PROPOSED DRAFT LEGISLATION SEEKING SWEEPING

DEREGUI,,ATORY

BILLING AND

WHITE PAGES DIRECTORY SERVICES, IrIOBILE TELEPHONE AND pAGINc, AND

MOREOVER, ALL NEW NON-BASIC SERVICESOPERATOR SERVTCES.

INTRODUCED AFTER THE EFFECTIVE DATE OF THE LEGISI,ATION WOULD NOT

BE REGUI,ATED.

FTNANCIAL AND

THE COMPANIES WOULD BE REQUIRED TO REPORT CEREAIN

OTHER DATA TO THE PENNSYLVANTA COMMISSION, AND TO

COMPLY WITH NEW ACCOUNTTNG AND AUDTT RULES. THE BILL WOULD

COIIPLETELY DEREGUT,ATE CARRTERS wrrH FBWER THAN FIFTY THOUSAND

cItANGEs. THE BrLL woul,D TMMEDTATELY DEREGUT.ATE

coLLEcTIoN' YELrow PAGES DIREcroRv ADVERTTSING,

ACCESS LTNES, ALTHOUGH RATE

INCREASES OF UORE THAN TEN PER

PROCEEDINGS WOULD BE HELD FOR

CENT.

oN THE FEDERAL LEVEL, THE Fcc HAs, or couRsE, REvrsED rTs

PROCEEDTNG To APPLY pRrcE cAp REGUT,ATTON To AT&T I S REGUI,ATED

OPERATIONS AND TO THE INTERSTATE ACCESS SERVICES PROVIDED BY

r6cAL EXCHANGE CARRTERS. THE LENGTHy, COl,tpLEX PROPOSAL SEEKS TO

CURE I.IANY OF THE

AND IN DOING SO

DEFEcrs rN PRroR' rNDusrRv-oRrcrNATED PRoPosALs,

APPEARS TO HAVE AROUSED THE CONCERN OF TH8
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COMPANIES THAT HAVE PROMOTED PRICE CAPS ALL ALONG.

IHE CT'RRENT PROPOSAIJ WOULD CREATE PRICE CAPS AS A VOLUNTARY

ALTERNATIVE TO

CARRIERS COULD

RATE OF RETURN REGUI,ATION.

CHOOSE TO ADOPT PRICE CAP

CHOOSING PRICE CAPS WOULD HAVE THEIR CURREN! IARIFFED RATES

ESTABLISHED AS THE INITIAL CAPPED RATES. FOR EACH OF THE NEXT

AT&T AND ISCAL EXCHANGE

REGUI,ATION OR NOT. THOSE

TH8 CAPPED RATES WOULD BE ADJUSTED FOR INFI,ATION

DEPARTMENT OF CO!,II'{ERCE INDEX DERMD FRO!{ THE GROSS

FOUR YEARS,

BASED ON A

NATIONAL PRODUCT.

EACH YEAR, THE CAPPED RATES WOULD BE REDUCED BY THREE

PERCENT: TWO AND ONE HALT PERcENT REPRESENTING PRoDUcTIvITY

TNCREASES rHE TELEPHONE TNDUSTRY HAS HTSTORTCALLY REALTZED, AND

ONE HALF OF ONE PERCENT REPRESENTING A ''CONSI'II{ER PRODUCTTVITY

DIVIDEND, OR CPD. THE CPD TS INTENDED TO RETURN TO CONST'MERS

PRODUCTIVITY SAVINGS THE FCC EXPECTS THE COMPANTES TO REALIZE AS

A DIRECT RESULT OF ADOPTING PRICE CAPS. ALL TOLD, THE FCC

ANTICIPATES REAL RATE REDUCTTONS OF $g.O BILLION, OF WHICH $1.6

BILLION DERIVES FROI{ THE CPD.
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COMPANIES ADOPUNG PRICE CAP REGUI,ATION WOULD HAVE BROAD

LATITUDE TO ADJUST RATES FOR PARTfCULAR SERVICES, PROVfDED THAT

RATES ARE NOT INCREASED OR DECREASED MORE THAN 5 PERCENT PER

YEAR. SERVTCES I{ILL BE AGGREGATED INTO SPECTFTC SERVICE

GROUPINGS, OR ilBASKETST, AND RATES FOR

BASKET MAY BE ADJUSTED WITHIN THE TIVE

SERVICES WISHIN EACH

PERCENT ANNUAL LIMITS

PROVIDED THE COMBINED RATES FOR ALL SERVICES WITHIN A BASKET DO

NOT EXCEED THE PREESTABLISHED

AGGREGATION OF AT&T AI'ID LEc

CAP. THE FCC HAS PROPOSED

SERVICES INTO EWO

sERvrcEs' coRREsPoNDrNc RoucHLY To swITcHED AND

SERVICES.

BASKETS OF

PRIVATE LTNE

NEW SERVICES WOULD NOT B8 SU&TECT TO PRICE CAP REGUI,ATION,

AND THE FCCIS EXTSTING TARTFF PROCEDURES WOULD CONTINUE TO APPLY.

ONCE NEW SERVICES HAS ESTABLISHED "HISTORICAL PRICE AND DEI,{AND

FrGUREsrrf THE sERvIcEs woul,D BE BRoucHT INTo pRIcE cAps. ALso

EXCLUDED FROM PRICE CAP REGUI,ATTON WOULD BE SPECIAL CONSTRUCTION

AND TNDIVTDUAL CASE BASED TARIFFS.

As r NOTED EARLIER, PRICE cAP REGULATTON woULD BE wHoLLy
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voLUNTARy, AND COI{PANIES COULD

EXISTING UODE OF REGUI,ATION. LECS

CHOOSE TO REI'{AIN WITHIN THE

CHOOSING TO ADOPT PRICE CAPS,

HOWEVER, MUSr WITHDRAW FROM THE POOLING PROCESS THROUGH WHICH

AVERAGED.RATES FOR IOCAL NETWORK ACCESS ARE

THE FCC HAS TARGETED IMPLEMENTATION OF PRICE CAPS TO BEGIN

APRIL 1, 1989, IF IT ADOPTS THE

TOTAL OF 90

FINAL PROPOSAL. THE FCC HAS

co!{!,tENT.AFFORDED THE PUBLTC A DAYS IN WHICH TO

THIS LATEST PROPOSAL IS CLEARIJY AN II'IPROVEI'{ENT ON THE PRIOR

PRICE CAP PROPOSAIJ IF FOR NO OTHER REASON TITAN THAT IT

GREATER LEVEL OF DETAIL, AND BECAUSE IT ENSURES THAT

PROVIDES A

CONSI'UERS

ARE GUARANTEED A FLOW THROUGH OF SAVINGS IN THE FORM OF THE

CONSI'I.|ER PRODUCTIVITY DIVIDEND. NEVERTHELESS, Ir{ANY OF THE

ROUND OF COMMENTS REI'IAINCONCERNS VOICED IN THE FIRST

UNADDRESSED.

INTRODUCTORY

FIRST, BY ALLOWING CURRENT RjATES TO SERVE AS

CAPS, THE FCC PERPETUATES BUILT-rN INEFFICIENCIES.

MORE APPROPRIATE WOULD BE AN ACROSS THE BOARD RATE REDUCTION

PRIOR TO CAPPING, AS SUGGESTED BY FCC COMUISSIONER QUELIP.

sEcoND, THE FCC HAS PROPOSED ONLY TWO SERVICE BASKETS FOR
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EACH COMPAI{Y. THIS

AN'UST PRICES FOR

WOULD PROVTDE CARRIERS WITH BROAD I,ATITUDE TO

SPECIFIC SERVICES WITHIN EACH BASKET, THEREBY

ALI,OWING WIDE PRTCING ST{INGS FOR SPECIFIC SERVTCES, OVER A FOUR

YEAR PERIOD, A CARRTER COULD

TWENTY PERCENT WIIPHOUT FCC

RAISE RATES FOR A SERVICE AS I,IUCH AS

REVIEW OR CONSIDERATION.

swrNcs woul.D BE !,!ADE I,IORE DrFFrcuLT rF sERvrcEs WERE

NARROWER BASKETS BASED ON I'{ORE LOGICAL CRITERIA THAN

SUCH WIDE

GROUPED IN

WHETHER A

SERVTCE IS SWITCHED OR UNSWITCHED.

WOULD HAVE TO ADMTNISTER TWO DTFFERENTTHTRD, THE rCC

REGUI,ATORY REGTUES AT THE SAI{E TIME, WITH THE ACCOT{PANYING DRAIN

ON RESOURCES. THrS MAY STRETCH rHE FCC STAFF TOO THIN TO OVERSEE

SUTFICIENTLY TOEITHER PRICE CAP OR RATE OF RETURN REGUI,ATION

ENSURE THE SUCCESS OF EITHER.

FOURTH, THE MANDATORY THREE PERCENT PER YEAR PRODUCTIVITY

RATE CUT MAY BE A PERVERSE TNCENTIVE FOR PARTICIPATING CARRIERS

TO CUT CORNERS, THEREBY UNDERMTNTNG THE QUALITY OF COMMUNTCATTONS

SERVTCES. RATHER THAN COMMTTTING THE NECESSARY LEVEL OF

TNVESTMENT TO PUT THE AMERTCAN TELECOMMUNICATIONS NETWORK BACK
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INTO THE FOREFRONT OF WORLD

THE DETERIORATION OF THE

TECHNOISGY, PRICE CAPS COULD INDUCE

DISRUPTIONS INTO T{HAT HAS

NETWORK AND INTRODUCE SERVICE

HISTORICALLY BEEN A SEAI'{LESS WEB

TRANSPARENT TO USERS.

OTHER FACTORS WILL NO DOUBT WEIGH HEAVILY IN THETHESE Al{D

COI{MENTS FILED IN RESPONSE TO THE FCCTS NOTICE. II{ORE WILIJ CROp

UP WHEN PARTICIPANTS HAVE HAD AN OPPORTUNITY TO MORE CIOSELY

E)NMINE THE

IT TS TOO

I]NDERLYTNG cosrs rN REr,ATroN To THE PRoPosArJ. wHrrJE

EARLY TO I.{AKE A FINAL DETSRMINAIION ON THE

ACCEPTABILITY OF THE FCC'S PRICE CAP

CONSUUER PRODUCTIVITY DIVIDEND MAY BE AI{

Pr,AN, THE $1.6 BILLION

INADEQUATE SUGAR COATING

ON THE BITTER PTLIJ PRICE CAPS MAY PROVE TO BE.

IN LTGHT OF MY

SURPRISE YOU TO KNOW

REMARKS OF THE PAST FEW MINUTES, IT I'{AY

THAT I AI.! NOT OPPOSED TO DEREGUI,ATION.

BEIJIEVE, HOWEVER, THAT DEREGULATION FOR ITS O!{N SAKE IS NOT

PROGRESS: IT IS MERELY THE REPI,ACEMENT OF ONE FORM OF REGUI,ATION

FOR ANOTHER. BEFORE I WILL SUBSCRTBE TO A PARTICUI,AR

DEREGUL,ATORY APPROACH, If I.{UST BE PROVEN THAT THE CHOSEN METHOD
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OF REGULATION WILL IMPORVE THE OVERALL STATE OF

TELECOMMUNICATIONS, THAT TT WILL INCREASE EFFTCIENCES, YIELD

TECHNOISGTCAL INNOVATTONS, CREATE SUSTAINED pRrCE REDUCTIONS, AND

THAT BENEFITS WILL APPRECIABLY EXCEED RISKS. I ALSO BELIEVE THAT

DEREGULATTON SHOULD PROCEED SLOWLY, CAUTIOUSLY, ON A SERVTCE-BY-

SERVICE BASIS, AND ONLY AFTER A CONVINCTNG SHOWING THAT IT IS IN

THE BEST INTEREST OF CUSTOMERS AND COMPANY ALIKE.

THANK YOU.
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