
THANK YOU

r IfOULD IJIKE TO

RE!{ARKS OF THE HONORABIJE PATRICTA U. T'ORTHY,

CHAIRMAN, PUBLTC SERVICE COMMTSSION

OF THE DISTRICT OF COLU!,'BIA

BEFORE THE

25TH ANNUAIJ T{INTER CONVENTION

OF THE

ORGANIZATION FOR THB PROTECTION AND

ADVANCE}IENT OF SI,IAI,IJ TELEPHONE COMPANIES

I{.AUI MARRIOTT RESORT

{'ANUARY 17 , 1998 9 A. M.

VERY MUCH, r '}I DEIJTGHTED TO BE HERE THIS MORNTNG.

FOCUS MY REMARKS ON I{HAT SOME HAVE DEEMBD THE

'UNREGUIJATION" OF

OF COURSE, TO THE

CENTURY'S I{ORTH OF

TETECOIO{UNICATIONS IN

RECENT EFFORTS TO

REGUIJATORY ACTIVTTY

AUERTCA. I AI-I REFERRING,

DISIT(ANTLE OVER HAIJF A

DESICNED TO ENSURE THAT

CONSUTTIERS AND UTTIJITTES ENi'oY THE BENEFITS EACH HAS TO OFFER,

TIITH CONSUI.IERS AFFORDED QUALTTY SERVICE AT REASONABIJE RATES AND

OPPORTT'NITY TO EARN
UTITITTES ASSURED A PROTECTED MARKET AND THE

A FAIR RETURN ON THETR INVEST!{ENT. IT TS CIJEAR TO ME THAT TO

SOME EXTENT THESE REGULATORY REFORMS STEM FRO!,I A POIJTTICAL



ENVIRONI,TENT THAT TOTAI,IJY REJECTS THE TDEA OF ANY ROI,E FOR

GOVERNEMENT TNTRUSTON IN

rN WASHINGfON, D.C FOR

ECONOMTC AFFAIRS. AT IAST, AFTER IJIVING

MORE THAN TTIENTY YEARS T HAVE HAD THE

OPPORTT'NITY TO OBSERVE A STATE OF TOTAIJ DEVASTATTON AND CHAOS

BROUGHT ABOUT, NOT BY MY COIJLEAGUES, MEMBERS OP THE LEGAIJ

PROFESSIONS, BUT TNSTEAD BY A CROUP OF PENDANTIC ECONOI{rSTS.

rN RECENT TrMEs, sEvERAt TNTERRREITATED coNcEprs wrrHrN

MATNSTREAT{ ECONOI,IICS GRET| IN STRENGTH OF NUUBERS AND }'ERGED TNTO

A STATED REAIJTTY. FTRST, THE CONDITIONS OF ECONOUTES OF SCALE

iIUSTIFYTNG SOCTAIJ
THAT PRIMARIIJY HAD BEEN TDENTIFIED AS

INTERVENTTON }TAS INTERPRETED EVEN MORE NARROWLY AND AS EVER, MORE

OPEN TO EROSION TIIROUGH TECHNOTOGICAL CHANGES AND THE DEVELOPMENT

AND SERVICES. CONCURRENTIJY, THE ACCEPTED
OF SUBSTTTUTE PRODUCTS

DEFINTTTON OF COI'PETITTON rS BETNG RADICAIJIJY CHANGED. A NEW

THEORY OF COMPETITTON, THAT OF "CONTESTABIJE MARKETS", HAS BEEN

DEVEIJOPED AND EMPLOYED To DEMONSTRATE THAT MONOPOLY IS, AS A

FORMER COLIJEAGUE OF MINE EDYTHE MII,IJER CIJEVERIJY PUTS IT,

rN

2

''APPARENTIJY ONLY COITPETTTION DRAG " L/ I,IOREOVER, AN



"ECONOMTC THEORY OF REGULATION" I{AS DEVEIJOPED THAT QUESTIONED THE

PUBLIC INTEREST II,IPTICATIONS OF REGULATION BY DEPICTING TIE

REGUIJATORS AS PAWNS OF REGUI,ATED INDUSTRY AND REGUTJATION AS

AN ACTIVITY CONDUCTED IN PURSUIT OF A PRIVATE AS OPPOSED TO A

PUBIJIC TNTEREST.

MARKETS" APPROACH

THE CONSERVATIVES FOUND THE "CONTESTABIJE

MERITORIOUS IN THAT IN FOSTERED ITS GOAL OF

"GETTING COVERN}IENT OFF THE BACK OF tsTG BUSINESS" AND THE

DEPICTION OF REGUIJATORS AS

I{HO ARE AIJT|AYS I{OTIVATED BY A

PAT{NS EXCITED THE POIJITTCAIJ IJIBERALS

HINT OF CORRUPTTON IN HIGII PLACES.

TOGETHER, THEY HAVE AIJMOST SI|EPT THE POIJITICAIJ BOARD CLEAN OF

TODAY.

IN !{Y HUMBLE OPfNION THE oVERALIJ EFFECTS oF THESE REGUTATORY

RATE OF RETURN RECUIJATION AS TfE KNOI{ IT

CHANGES HAVE BEEN IN IJARGE MEASURE QUTTE

ARE CONFUSED, RATES FOR I.,OCAIJ SERVTCES

DEBIIJITATING: CONSU!,IERS

HAVE RISEN DRA}IATICALLY

AND I{IITIJ CONTINUE TO RISE, THE BEIJIJ OPERATINC COMPANIES (BOCS)

FACE GREATER FINANCIAIJ RISK DUE TO THETR ACCELERATING

DIVERSIFTCATION, AND APPROXI!{ATELY SEVEN MTIJIJTON A!{ERICANS REMAIN

NEVERTHEIJESS,
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T TTHOUT TEIJEPHONE SERVICE. THE ZEAIJ OF THOSE



ADVOCATINC REDUCED PUBIJTC OVERSIGHT OF ESSENTTAIJ AND MONOPOLY

SERVICES REMAINS UNFETTERED.

FEI{ MOMENTS,rN THE NEXT r WOULD IJIKE TO ADDRESS THREE

SPECIFIC ARE.IS T{HICH IN MY VIEW, lf IIrIr ADD

TEIJECOMMUNICATIONS TNDUSTRY's CONTINUED DISRUpTToN:

TO THE

THE

CONTTNUING OVERSIGHT OF

HAROLD GREENE OF THE

DTSTRICT OF COIJT'UBIA,

THE AT&T MODIFIED FINAIJ TUDGUENT BY JUDCE

UNITED STATES DISTRICT COURT FOR THE

THE FCC'S EFFORTS TO REIJAX THE tJONc-

STANDING PROHIBITION AGATNST OIfNERSHIP

FACILITTES BY TELEPHONE COMPANIES OUTSIDE OF

OF CABI,E TBIJEVISION

RURAI, AREAS, AND THE

FCC'S COI{TINUING EFFORTS TO PUT IN

FTRST, HOI|EVER, I WOUIJD IJIKE YOU TO

PLACE A PRICE CAP REGIME.

SIT BACK AND REI,,AX, BECAUSE I

ONCE UPON

PROBLEM. THE

AM GOINC TO TEIJIJ YOU A STORY.

A TIME, THERE IIAS A SMALIJ KINCDO}I T|ITH A BIC

KINGDOM TIAS GROflTNG, DEMAND FOR TETEPHONE SERVICE

wAS HICH, TECHNOIJOGV HAD

VOICE COI'|UUNfCATIONS AMONG

DEVEIJOPED RAPIDIJY, AND INSTANTAI{EOUS

LARGE NUMBERS OF ITS CITIZENS T|AS

TEIJEPHONE COMPANY KNET' AIJIJ THTS, OF
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APPROACHING REAIJITY. THE



COURSE, AND IT AIJSO KNET{ THAT TT T.IAS THE ONTJY OPTTON FOR PEOPIJE

WANTING A TELEPHONE HOOK-UP.

CITTZENS COUIJD STIIJIJ USE

MESSACES, AND DISTANCES I{ERE

THERE WAS COMPETITION, OF SORTS. THE

PUBLTC TEIJEGRAPIT

SHORT, SO HAND

IJINES TO REIJAY

DEIJIVERY OF }'RITTEN

MESSAGES T|AS AN EFFECTTVE MEANS oF coI'IMUNIcATIoNs. NEVERTHELESS,

THERE }IAS ONLY ONE COI-IPANY THAT OTfNED THE TEIJEPHONE IIIRES RT'NNING

lHRoucH ToltN, HAD THE soIJE RrcHT To rNsrAIJIr ttoRE, AND THAT HAD

THE CAPABITTTY TO SIIITCH CALLS FROM ONE SUBSCRTBERS' I,IN8 TO

ANOTHER.

BECAUSE THERE COULD BE NO OTHER TELEPHONE COMPANIES, THE

COMPANY IN 9UESTION lfAS ABIJE TO MAKE INTERNAIJ CORPoRATE DECISIONS

T|ITHOUT ANY EXTERNAIJ CORPORATE

DECISIONS COULD BE SELF-SERVING AND

RESTRATNTS. THE COMPA}iTY' S

DRTVEN SOLEIJY BY THE "BOTTOI{-

LINE". THE COMPA}{Y HAD NO

ANY KIND. THERE I{ERE NO

CONSTRATNTS ON ITS MONOPOIJY POIIER OF

OTHER TEIJEPHONE COMPANIES, NOR HAD THE

GOVERI{MENT PROVIDED ANY OVERSTGHT TO ENSURE THE PROVISION OF

SERVICE AT A FAIR PRICE.

ONE OF THE COMPANY'S FAVORITE
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PASTIMES IIAS RAISING TELEPHONE



RATES, IIHICH IT DID FREQUENTIJY. T{HEN THE COMPANY FIRST STARTED

BUSINESS, IT CHARCED $12 FOR A TETEPHONE HOOK-UP, AND TOI,D

SUBSCRIBERS REACHED 2OO ITCUSTOMERS THAT }IHEN THE NU!,!BER OF

TrOUl,D IJOI{ER RATES, I{HEN SUBSCRIBERSHIP EXCEEDED 2OO, HOI|EVER,

RATES ROSE TO S25. THE PROMISE OF RATE REDUCTION HAD BEEN

f GNORED. PEOPL'8 OF THE KINGDOM COI.IPLAINED, OP COURSE, BUT THERE

T|AS NO ONE TO

ABOUT CHANGE.

IJISTEN T'ITH THE AUTHORITY OR TNCIJINATION TO BRINC

SO, THE COI{PANY RAISED ITS RATES AGAIN, THIS TIMB

TO $40, AND THEN TO

PREMIUIT' SERVTCE.

S60. AND THEN, FINAIJIJY, TO $125 A I'INE FOR

AT THE SAME TIME, THE COMPANY PTACED ONEROUS

USE RESTRICTIONS ON SUBSCRIBERS' PHONES, AND ENFORCED THEN

VIGOROUSIJY. Ir PROHIBITED ANYONE BUT THE ACTUAL SUBSCRIBER FRO!{

USING A TEIJEPHONE TNLESS THE COMPANY RECETVED A SPECIAL, PAYMENT.

IT CHARGED EXORBITANT

ACTTVEIJY MONITORED EACII

RATES AT PAY PHONES. THE COMPANY ALSO

TEIJEPHONE CAIJIJ,

lfILIr. FOR EXAMPIE, A SUBSCRIBER USING HIS

DISCONNECTING CAIJIJS AT

BUSINESS IJINE TO PIJACE

A PERSONAIJ CAIJIJ WOUIJD BE

ADDITIONAL PAYMENT. IF

INTERRUPTED BY AN OPERATOR DEITI.ANDING

PAYMENT IIAS NOT AGREED TO, THE CAIJIJ TIAS
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TERMINATED.

SOMETIMES HEARD

NATURAIJIJY, THE OPERATORS MONITORING EACH CALIJ

MORE THAN THEY SHOULD HAVE, AND HAD NO

AS A RESULT, TEIJEPHONE RATES CAUE

COMPUNCTIONS ABOUT REIJAYING THE TMPORTANT INFORMA?TON TO FEIJIJO}T

EMPTOYEES. THIS PROBLEM T{AS PARTICUIJARLY ACUTE IN THAT THE KING

DIDN'T IIA}IT HIS CAIJLS
USED HIS TEIJEPHONE QUITE FREQUENTIJY, AND

OVERHEARD.

IN THE END, T}TE PEOPLE OF THE KTNGDOM GOT FED UP, AND

CREATED A

COMPA}IY AND

SPECTAIJ GOVBRNMENT AGENCY TO POLTCE THE TETEPHOIIE

ENSURE THAT IT

PUBIJTC TRUST.

COULD NO LONGER USE IrS MONOPOLY POTTER

TO ABUSE THE

DOTIN, SERVICB

ORDER HAD BEEN

IMPROVED, AND THE MONITORING OF CALIJS STOPPED.

RESTORED. IT REMAINS TO BE SEEN HOI{EVER, AS TO

T'HETHER OR NOT THEY IJTVE HAPPIIJY EVER AFTER.

IS OF COURSE, THE DISTRICTTHE SMAT,IJ KINGDOM TN MY STORY,

oF coL'uMBrA' AND THE TEIJEPHONE coMpANy, ouR oI{N c&p. THE sroRy

IS TRUE. AIJIJ THESE INCIDENTS cAN BE FouND IN THE TRANSCRTPT OF

HEARINGS BEFORE CONGRESS HELD IN 1898, TN THE DAYS BEFORE PUBLIC

t9L3,RESUI.IT OF THESE HEARINGS, TN
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UTIIJTTY REGUIJATION. AS A



CONGRESS CREATED THE PUBLIC SERVICE COMMISSTON OF THE DISTRICT OF

COIJUIT'BIA. AT ABOUT THE SAME TIME, STATES THROUGHOUT THE NATION

CREATED SIMfIJAR COMMISSfONS, t{HfCH CONTINUE, IN My opINfON, TO

SERVE THE PUBLIC }IELIJ.

HOT{EVER, IN SPITE OF OUR LONG RECORD OF PUBTTC SERVICE, THE

PENDUIJU!{ IS

IJAISSEZ-FAIRE

FREE TO PURSUE ?HETR OB.IECTIVES I{ITHOUT

NOT{ CIJEARIJY STIINGING AT{AY FROM REGUIJATTON TO A

CAPITALIS!{ IN T{HICH ESSENTIAIJIJY MONOPOLY TIRMS ARE

THE DISCOI{FORTING

TNTRUSION OF GOVERNI{ENT OVERSICHT.

THERE ARE I.I,ANY EXA!,IPIJES TODAY OF THE IMPACT ASSOCIATED WITH

THE FEDSRAI. GOVERMENT'S

CONCEPT.

INTATUATTON WITH THE "FREE I{ARKET"

TEIJEPHONE \ CAB IJE CROS S -OT{NERSIIT P

IN 1987, THE FEDERAIJ COMM{'NTCATIONS CO!{MISSION INSTTTUTED AN

INQUIRY TO REVrEtt THE

OT{NERSHTP RESTRICTIONS

TEIJEPHONE COMPANY\CABI,E TEI,EVISION CROSS-

ESTABIJISHED BY ITS RUIJES, AND IJATER

POLICY ACT OF 1984. INCODIFIED TN THE CABI,E COMMUNTCATTONS



GENERAIJ, THOSE

PROVIDING VTDEO

SERVICE AREAS IF

ESTABTTSHED THESE

RESTRICTIONS

PROGRAMMING

IJOCATED IN THE FCC

RESTRICTIONS TO PREVENT TEI.,EPHONE

PROHTBIT TEIJEPHONE COMPA}IIES FRO!{

SERVICES TIITHIN

NON-RURAIJ AREAS.

THEIR TELEPHONE

TNITIAIJLY

COTTPANIES

FROM IMPEDING THE EARIJY DEVEIJOPUENT OF AN INDEPENDENT CABIJE

TNDUSTRY. THIS OBiIECTTVE HAD A TI{O-FOID PURPOSE: FTRST, IT T{AS

INTENDED PREVENT cRoss-suBsrDrzATroN oF Nolr-REcuIJATED

TEIJEPHOIIE COUPAI{Y CABTE TEIJEVISION ACTfVITIES TNITH RESOURCES

CO}TUTTTED TO THE

SUBSIDIZATION I{OULD

RtsGUIJATED SECTOR. THE EFFECT OF SUCH CROSS-

HAVE BEEN THAT TELEPHONE RATEPAYERS T|OULD,

PAY SOI{E OF THE COSTS OF
THROUGH ARTIFICIAIJIJY HIGHER RATES,

PROVIDTNG CABIJE TELEVISTON SERVICE. SECOND, THE PROHIBITION I|AS

ruPosED To PREVENT TEITEPHONE coMpANrEs FROM USING THEIR MONOPOIJY

POSITION IN THE BASTC EXCHANGE SERVICE MARKET AS IJEVER.IGE TO

EXAMPIJE, IT

T'IAS FEARED THAT TELCOS COUI,D USE THEIR OT{NERSHIP OF UTILITY

PoLEs AND UNDERGROUND coNDurr ro coMpEIJ orHER CABIJE CO!,TPANTES TO

PAY EXORBITANT ACCESS FEES, THEREBY Atr'FORDTNG THE TEIICOS T|ITH A
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DOMTNATE THE CABLE sERvrcEs MARKET pIrAcE As IfELIr. FoR



SUBSTANTIAIJ COI{PETITTVE ADVANTACE.

IN ITs CABLE INoUIRY, HolfEvER, THE rcc HAs TENTATIVEIJY FoUND

THAT TIIE CABIJE INDUSTRY HAS HAD AN OPPORTUNITY TO OUTGROT THE

INCEPTION OF THE CROSS-LTKEI,IHOOD OF ABUSES FOT'ND AT THE

OTTNERSIIIP PROHTBITION. THB FCC NOI{ BEIJIEVES THAT THE MARKET

IJANDSCAPE COUTD SUPPORT TELEPHONE COMPA}ff ENTRY INTO THE

PROVf SION OF CABIJE CHANNEIT SERVICES, EVEN OUTSIDE OF RURAIT AREAS,

AND IS NOT| CONSTDERING SUBMITTING TO CONGRESS LEGISLATIVE

RECOMMENDATTONS THAT I{OUIJD DO AI{AY T{ITH THE RESTRICTION. IN

PLACES GREAT HOPEIJARGE PART, THE FCC'S TENTATIVE RECOMMENDATION

AND REITfANCE ON ITS VERSION OF NON-STRUCTURAIT RECULATORY

SAFEGUARDS, SUCH AS THOSE FORMUTATED TN THE THTRD COMPUTER

INQUIRY, AS THE PRIMARY PROTECTION AGAINST ABUSES. FOR A VARIETY

OF REASONS, I BELIEVE THE FCC'S COURSE OF ACTION IS IIJIJ-ADVTSED.

FIRST' THE FCC'S REIJIANCE ON ITS COMPUTER III NON-STRUCTURAIJ

SAFEGUARDS fS I.IHOLIJY INADEQUATE AND GROSSLY PREMATURE. THE FCC'S

COMPUTER IIT FRAMETIORK HAS NOT BEEN TESTED OVER TIME, NOR HAS TT

IJAIIFUL BY THE COURTS.
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EVEN BEEN UPHEIJD AS I AIII ALSO CONCERNED



ABOUT THE EFFECTIVENESS OF NON.STRUCTURAIJ SAFEGUARDS CIVEN THE

TREMENDOUS T.,EVEL OF HT'}IAN RESOURCES NECESSARY TO OVERSEE THEI.',

PARTICUIJARIJY tfITlI RESPECT TO COST ACCOINTfNO, I{HfCH UUST FORM THE

FOT'NDATTON FOR REI,AXED CROSS-O}TNERSHIP REGUIJATIONS. FOR EXAMPLE,

INCREASTNG THE AUDIT RESPONSIBTIJITIES OF STATE COMMISSIONS TO

INCIJUDE TRANSACTION-BY-TRANSACTION ANALYST'S

couIJD REQUIRE ADDITIONAIJ RESOURCES AND

OF BOC ENTERPRISES

FACTI,ITIES AT GREATIJY

INCREASED REGUIJATORY COST. PUBLIC UTII.'ITY ACCOUNTING IS

REMARKABIJY COMPI,EX AND EXTREMEIJY INTRICATE IN ITS DETAIIJ. TT IS

IIIIPOSSIBLE FOR EVEN THE MOST VIGII,ANT REGULATOR TO TRACK EVERY

TRANSACTION AI{D BALAI{CE EVERY ACCOUNT. EVEN THE FCC HAS HAD TO

DELEGATE THIS RESPOI{SIBIIJITY TO THE BIG ACCOT'NTI}IG FIRUS MINDFUL

OF THEIR OT'T{ IJIMITED RESOURCES.

THE CONSEQUENCE OF INEPFECTTVE NON-STRUCTURII, SAFEGUARDS IS

A FAR GREATER RISK OF CROSS-SUBSIDIZATION OF NON-REGUIJATED CABIJB

SERVICES USING REVENUES FRO}' REGUTATBD ACTIVITIES. THE ARTIFICIAL

INCREASE TN

ENOUGH TO

TEIJEPHONE RATES CAUSED BY THIS SUBSIDY COUIJD BE

DRIVE MAI{Y SUBSCRIBERS OFF THE NETWORK. T'NIVERSAIJ

11



TEIJEPHONE SERVICE IS A GOAL IN fHE DISTRICT OF COIJUI-{BIA, AND NOT

A TERM OF ART BANTERED ABOUT BY THOSE ATTEMPTTNG TO STAVE OFF

BIJAI'IE AND PUBIJIC SCRUTINY.

IF THE FCC TS

PROHIBITION, THE

SUCCESSFUIJ IN RETAXING THE CROSS-OI{NERSHIP

TRADITIONAIT ROIrE OF STATB PUBIIIC UTf ITfTY

COMUISSIONS IN REGULATING TNTRASTATE TEI,ECOMMUNICATIONS MUST BE

PRESERVED. AT A tlrNrMtn{, THrs REQUTRES THAT EACH STATE MUST HAVE

THE DrSCR'ETTON TO DECIDE I{HAT REGULATORY FRAIi{EtfoRK I{OULD BEST

PREVENT AI{TTCOMPETITTVts CONDUCT BY TEIJEPHONE COMPANIES T}I THEIR

RESPECTIVE iIURISDICTIONS . IT TS MY PERSONAIJ BELIEF THAT CABIJE

CROSS-OTTNERSHIP BY THE BOCS SHOUIJD ONIJY BE AIJIJO}'ED, IF AT AI'IJ,

THROUGH ARMS IJENGTH

THAT THIS I{OUIJD

SUBSIDIARIES. T{HIIJE THERE IS SOME DEBATE

DIUTNISH BENEFITS OF ECONOMIES OF SCAIJE, I

REd'ECT THIS ARGUMENT TF TT IS AT THE COST OF RATEPAYERS AS A

WHOIJE.

THE MOST EFFECTTVE IND SIMPIJISTIC MBCHANISM TO PREVENT

CROSS-SUBSIDY TS A RETENTION OF THE EXTSTING PROHTBITION. AS ONE

CABLE OPERATOR PUT IT IN TESTIMONY TO CONGRESS BEFORE PASSAGE OF

L2



THE 198{ CABT,E ACT:

rr I{ouIJD BE rMPossrBLE To rorAIJIJy srop rHE

urrlJrrY FROM cRoss suBsrDrzrNc rHE cABtJE Tv

oPERATToNS FRoM THEIR TELco cusroMER

REVENUES. THrs rs rRuE BECAUSE CABIJE Tv usEs

THE SAME HARDWARE STRAND, ANCHORS,

PEDESTAIJS, BOIJTS, CLAMPS -- THE SAUE TYPE OF

coNsrRucrroN PERSoNNEL AND TEcHNreuEs, SAME

TYPE OF SERVTCE, VEHICI.,ES, AND THE SAUE

coNDUrr, POIJES AND TREilcHEs....oNIJy CABLE AND

EIJEcrRoNrc DEvrcEs DTFFER BETITEEN THESE

OPERATIONS, AND THTS REPRESENTS LESS TIIAN 20

PERCENT oF THE rlwEsrl{ENT REQUTRED To BurrJD A

CABTE SYSTEM. 2/
THE FCC'S CABIJE CROSS-OI|NERSHIP INQUIRY HAS AIrSO FOCUSED

ATTENTTON ON I{HETHER FURTHER PREEI{PTION OF STATE REGUI,ATORY

AUTHORTTY Is NECESSARY IN ORDER To PRotrtoTE usE oF cABIJE sysTEMs

FOR PROVTSTON OF CHANNEIJ AND DATA SERVICES CURRENTIJy pROVIDED,

PRII{ARIIJY, BY REGULATED TEIJEPHONE CO}IPANTES. THrS PROPOSAI.I

,SMACKS" IN THE FACE OF IJONG-STANDTNG PRECEDENT AND COMI{ON SENSE.

THE COMMUNICATTOT{S ACT OF 1934 AND THE SUPREME COURT OT THE

UI\TTTED STATES RECOGNIZE THAT STATES HAVE A
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REGUIJATTNG IJocAIr TEIJECOMMUNTCATTONS sERvrcE.

THE fNTENf OF CONGRESS I{AS, CIJEARIJY, TO ALIJO}| FOR THE CROSS-

RURAIJ AREASOWNERSHTP OF

ONIJY, I'ITH THE

CABIJE SYSTEMS BY TEIJEPHONE COMPANIES IN

TNTENTTON BErNG To BRrNc CABLE sERvrcE To spARsEIJy

POPUIJATED RECIONS THAT INDEPENDENT CABIJE PRovIDERs TfouLD FIND

UNPROFITABLE' THERE T'AS AISO EXPLICIT CONGRESSIONAIJ RECOGNITION

THAT AT&T AND ITS THEN AFFTIJTATES MUST BE BARRED FROU CROSS-

OTINERSHIP TN

I.'NREGULATED sERvrcEs OFFERED BY TEIJEPHONE couPANy suBsrDrARrEs

MUST BE CARRIED OUT THROUGH A SEPARATE SUBSIDTARY. I SEE NO

A BASTS EXTSTS FOR

CHANGING THIS FEDERAIJ POLTCY.

MODTFIED FINAIJJUDGMENT

WE ARE AIJIJ, BY NOT| , TIEIJIJ VERSED IN THE HIGHLY PUBLI C:,ZED

OUTCoME OF THE FIRST TRIENNIAIJ REVIEI| oF THE AT&T CONSENT DECREE

RECARDTNC THE LTNE OF BUSINESS RESTRICTIONS IMPOSED ON THE BEI,L

OPERATTNG COMPANIES AT THETR DIVESTITURE FROM AT&T.

rr rs uY BEIJTEF THAT THE coNDrrroNs rrrrcn THE couRT FolrND
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T{ARRANTED THE

NEVERTHEIJESS,

REVTEW, .'UDGE

TMPOSITION OF RESTRICTIONS STIIJIJ CITEARITY EXfST.

FIRST TRISNNIAIJIN IJTGHT OF THE RECORD OF THE

GREENE, TN SEPTEMBER 1987, DEEMED CIRCI'!{STANCES TO

EI,II,IINATTON OF THEBE SUFFICTENTIJY CHANGED TIARRANT

RESTR'fCTIONS CONCERNING NON-TEIJECOMMUNfCATIONS ITTNES oF BUSINESS

AND II{FORMATTON

TE IJ ECO!{!{UT{ r CAT I ON S

TRANSMISSION SERVTCES. T'ITH RESPECT TO NON-

ITINES OF BUSINESS, .tUDcE CREENE BASED HIS

DECTSTON ON: (1) THE GENERAL AGREEMENT AMONG COI.'MENTERS TH^[T THE

COI{PANfES COUI/D NOT USE ITOCAIJ EXCHANGE FACILITfES TO INHIBfT

COMPETTTION rN NON-TELECOUMUNTCATIONS VENTURES i e) HIs BETTIEF fN

THE I,T}'TTED OPPORTT'NITIES

SUBSIDIZATION; AND (3} THE

AVAIIJABIJE TO BOCS FOR CROSS-

TREMENDOUS RESOURCES NECESSARY FOR THE

COURT TO PROVIDE CONTINUING OVERSICHT.

IT IS MY BELIEF THAT THE COURr EXRCISED FITA$ED REASONING AND

r ATTRTBUTE THE COURT'S ACTION IN GREAT PART TO THE CONTTIUED

EMPHASIS AT THE FEDERAL LEVEL THAT REGULATORY RESTRAINTS MUST BE

LESSENED. THE DTSTRICT OF COLUMBIA PUBIJIC SERVICE COI,'}!rSSrON IS

PORTIONS OF THE SEPTEMBER DECTSTON
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TO THE I'NITED STATE

AS APPEAI,S BROUGHT

COURT OF APPEAIJS . THAT PROCEEDING, AS I{EIJL

BY THE BOCS THEMSEI.,VES IN ORDER TO SEEK

FURTHER REIJA:iATION OF THE RESTRICTIONS, RET.{AIN PENDING.

JUDGE GREENE'S CHANGES TOPERHAPS ?HE MOST FAR-REACHING OF

THE MFJ CONCERN HIS INFORMATION SERVTCES ORDERS AIJIJOI{ING THE BOCS

TO PROVIDE INFORMATION GATEI{.I,YS THROUCH I{HICH CONSTTMERS COULD

OFFER A UUIJTIIUDE OF VIDEO AND AUDIOTEX SERVICES. LHIIJE ,IUDGE

GREENE NO

COMPETITIVE

DOUBT BEIJIEVES THAT HIS DECISION I{Il,Ir CREATE A NEtt

INDUSTRY, MANY STATE REGUI,ATORY COMUISSTONERS ARE

CONCERNED ABOUT HIS INEXPTICABLB ABOUT-FACE TN ONLY THREE YEARS.

AREN'T THESE THE SA!{E NOTORIOUS MONOPOI.IISTS AT THE CONTROLS THICH

LEAD TO THE INITIAIJ BELI' BREAK-UP.

IN ORDER

THE ROIJE OF A

TO T'NDERSTAND OUR CONCERNS ONE MUST UNDERSTAND THAT

FEDERAL dIUDGE ENFORCING THE ANTITRUST I,AIIS IS OFTEN

IN CONFITICT I{ITH THE ROIJE OF STATE RECULATORS. JUDGE GREENE

STATED IN HIS SEPTEMBER 10, L987 ORDER THAT THE "couRT's

FACTORS OFDECISIONS ON THE CORE RESTRICTIONS DO NOT TURN ON THE

PROTECTION OF RATEPAYERS FROM PRICE GOUGINC OR THAT OF UNTVERSAI.,
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SERVTCE". JUDGE CRBENE FURTHER

HAS BEEN EXPIJICITLY DECLARED BY THE

NOTED THAT "I'NIVERSAI, SERVICE

CONGRESS TO BE A PARAMOUNT

NATIONAIJ OBJECTIVE, AND THE COURTS MAY BE EXPECTED TO AVOTD

TAKING ACTTONS, IF

INCONSISTENT WITH

THAr CAN LEGITII{ATELY BE

THfS OBiIECTM". 3/ UNIJfKE THE

DONE, THAT ARE

ROIIE DESCRIBED

BY JUDGE GREENE FoR HIs couRr, THE PRIUARY RoIrE oF STATE

RECUIJATORS TS TO ENSURE UNIVERSAIJ SERVTCE, THROUGH AFFoRDABIJE,

REASONAELE AND NONDISCRTUTNATORY RATES. TO ACHTEVE THESE GOAI,S,

STATE REGUIJATORS UUST HAVE THE TOOIJS NBCESSARY TO PROTECT ACAINST

DTSCRIIT'INATION AND CROSS-SUBSIDTZATION BY THE BOC'S AND THEIR

OPERATINC COMPANTES. THE NATIONAI, ASSOCIATION OF REGULATORY

uTrtrTY coMMIssroNERs'(NARUc) pol.rcy REcARDINc rHE .tusTrcE

DEPARTMENT'S FIRST TRIENNIAIJ

REVISE IT, DATING BACK TO

CONCERilS.

REVTEI{ OF THE MF{I AND UOTIONS TO

FEBRUARY OF L987, REFIJECTS THOSE

NARUC'S EXECUTTVE COMMITTEE ADOPTED A RESOIJUTION WHICH IJTSTS

FOUR CONDITIONS FOR NARUC SUPPORT OF IJIFTING AITTY OF THE ORTGINAIJ

I,|INE.OF-BUSINESS RESTRTCTTONS. THERETORE, IN EVAIJUATTNC JUDGE



GREENE'S INFORUATION SERVICES DECISIONS, I{E

THOSE CONDITIONS--THOUGH NOT NECESSARILY

I'{UST IrOOK TO SEE IF

I TTHIN {'UDGE GREENE'S

PotlER TO SATISFY--HAVE, IN SoME I{AY, BEEN MET. WHIIJE INDUSTRY

CAN CITAIM THAT 'JUDGE GREENE HAS SHARED OUR CONCERN IN THE FIRST

OF THESE CONDITIONS, THAT "EACH SERVICE OR FI'NCTION SHOUIJD BE

VTEWED AI{D EVALUATED TN TERMS OF HOI.T IT CONTRIBUTES TO THE

ENHANCEMENT OF A 'FULIJ SERVICE' NETIIIORK, " l{E FIND REGUIJATORY

PROTECTION ADDRESSING OUR OTHER CONCERNS SORELY LACKING.

HAVE NOTED, THE ORGANTZATIONAIJ FORMATFOR INSTANCE, AS T

UTTIJIZED IN

FORE}IOST, A

OTFERING ANY NET| INTRASTATE SERVICE IS,

STATE REGUIJATORY DECISION. STATES MUST BE

STATED IN THE SECOND CONDITION, TO TREAT THESE SERVICES AS

FIRST AND

FREE, AS

. ABOVE THE IJINE' OR 'BEIJOT' THE IJINE'

ACCOUNTTNG SEPARATION PROCEDURES OR

TTEMS, AND TO RE9UIRE

SEPARATE SUBSIDIARY

REQUIREMENTS TO PROTECT FULIJY THE INTERESTS OF CAPTTVE RATEPAYERS

OF THE REGUIJATED COITIPANY OR REGTONAIJ HOTDING COMPANY. HoT{EVER,

I{HEN THE FCC BACKED AIIAY FROM THE STRUCTURAIJ SEPARATIONS

REQUTREMENT IN TTS COMPUTER - III DECISION , 4/ IT AIJSO PREEMPTED

18



STATE REGUIJATORS

THE NARUC AND THE

FROU USING THAT }IETHOD TO PROTECT RATEPAYERS.

STATES HAVE APPEAI,BD THE COMPUTER ITI DECTSION.

DECISION T{ILL IJIKEIJY BEOR^N,I,I ARGU!{ENT IdAS HEARD T,AST T{EEK, AND A

FORTHCOMING MID-YEAR.

NOR HAVE NARUC'S THIRD AND FOURTH CONDITIONS BEEN I''ET. THE

THIRD CONDTTION STATES THAT "IN THE EVENT

IS UTTLTZED,

THAT AN AFFIIJIATE OF

THE RECIONAIJ HOIJDING COTtlPAIff THB STATE COMI,IISSION

MUST TIAVE THE AUTHORITY TO ENFORCE CONDITTONS DEEUED BY IT TO BE

ESSENTTAIT To ASSURE THAT THB SWITCHED NETIIORK tfOULD BE ENHANCED

OR PROTECTED FROU POSSIBIJE EROSION OF ITS COST-EFFECTIVE

I}{VESTMENT BASE. " THE FOURTH CONDITION HOI,DS THAT "THE STATS

ACCESS TO AIJIJ BOOKS,REGUIJATORY COUDIISSIONS SHAIJL HAVE FUIJIJ

RECORDS, FACIIJITIES AND PREMISES OF THE BOCS AND AIJIJ AFFTI,TATED

TMPOSE EITHERCOMPANIES". THE DISTRTCT COURT'S ORDER FAILS TO

oF THESE REQUTREMENTS ON THE BOC'S

STATES

OR CONDITION BOC INFORMATION

SERVICES ON ADOPTION BY OF RUIJES PROVIDING FOR THESE

PROTECTION. BY

REiIECTING THE

ALIJOTIING THE BOCS' GREATER MIRKET PRESENCE I{HII,E

OPPORTUNITY TO
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PROTECTION, 1/ JUDGE GREENE'S INFORMATTON SERVTCES DECISION ONLY

EXACERBATES AN ALREADY DIFFICULT PROBLEM CAUSED BY THE FCC'S

COMPUTER III DECISION.

RATEPAYERS FROM BOC

THE GREAfEST THREAT

PROVTSION OF COMPETITIVE

TNCENTIVE FoR THE CoMPANIES To UsE RATEPAYERS' DoLLARS To

SUBSIDIZE THETR

THE STATES TN

COMPETITTVE ACTTVITIES. EFFORTS UNDERTAKEN BY

1984, 1985 AND 1986 TO AUDIT THE BOCS WERE

COMPLICATED AND AT TII.IES HTNDERED BY PROBTEMS IN GAINING FULL

ACCESS TO AIJIr CORPORATE BOOKS AND RECORDS, OF THE BOCS AND THEIR

UNREGULATED AFFII,IATES. THE STATES TJACK ASSURANCES FROM THB

COURT' CONCRESS OR, THE FCC THAT FUTURE EFFORTS I{IIT, NOT FACE THE

SAME BARRTERS.

AS T UENTTONED, THESE IIERE THE CONCERNS OF OUR COMMITTEE

SOME TTME AGO. TODAY, I FEEIJ QUITE COMFORTABIJE IN SAYING THAT

THE CURRENT

CAUTIOUS AND

COMPOSTTTON OF OUR COMMTTTEE INDTCATES AN EVEN MORE

SKEPTICAIJ APPROACH TO BOC FREEDOM. AND I A}I SURE

THAT OUR CONCERNS WTIJT 8E EXPRESSED TF AND TTHEN CONGRESS

CONDUCTS HEARTNCS ON THIS TSSUE.

TO CAPTIVE

SERVICE TS THE

20



PRTCE CAPS

IJET ME Notl Focus oN THE ctEAREsT EVIDENCE oF THIS TREND

TOT{ARD RECUTJATORY REFOR!.I AND THAT IS THE FEDERAIJ COMMT'NIcATToNS

COMMISSION'S PROPOSAL TO EMPLOY PRTCE CAPS TO SET RATES FOR

AT&T'S INTERSTATE SERVICE AND THE BEI/IJ OPERAT TNC COUPANIES'

PROVISION OF INTERSTATE EXCHANGE ACCESS SERVTCE. ON

1988, THE FEDERAIT col{l{UNrcATroNs couMrssroN REITEASED

ltAY 23,

ITS FURTHER

NOTICB OF PROPOSED RUIJEI{AKrNG IN CC DOCKET NO. 87-313 (FuRTHER

NOTICE). THE FURTHER NOTICE I|AS FAR MORE DETAILED AND

REPRESENTED, TN }NT OPTNION, A SIGNTPTCANT EFFORT BY THE FCC TO

ADDRESS rHE coNcERNs RATSED rN LrcHT oF rrs Aucusr 21, LIBT

ORIGINAIJ NOTTCE. AS COMMENTERS, INCLUDING THE PUBI,IC sERvTcE

COM!{ISSION OF THE DISTRICT OF COLT'T{BIA, POINTED OUT, HOT{EVER, THE

trCC'S PRICE CAP

T'EAKNESSES T|HICH

PROPOSAL STIIJL CONTAINED CERTAIN FIJAT|S AND

NEEDED TO BE ADDRESSED PRIOR TO A DECISION AS TO

WHETHER A PRTCE CAPS REGIME SERVED THE PUBLIC INTEREST.

AS I{E ARE AIJIJ NO}T AT|ARE, THE PRIMARY FOCUS OF THE FCC'S

PRICE CAP PROPOSAIJ IS THE PRICE

2L

CAP TNDEX OR PCI. THE PCI, IN



TURN, IS

CARRIER

COMPOSED OF

PRODUCTIVELY

THREE SEGMENTS -- AN INFIJATION FACTOR, A

OPFSET,

CPD.

AND THE SO-CALLED CONSUMER

PRODUCTTVITY

DEPARTMENT OF

DIVIDEND, OR THE INFIJATTON FACTOR

col{MERcE,s CROSS NATIONAL PRODUCT PRTCE

PT) T'HICH "UTII,IZES AN HISTORICAIJ BASE PERTOD (CURRENTI.Y L982' ,

AND SUI'IT-'.ARIZES PRTCE CHANGES IN ALIJ SECTORS Or THE ECONOMY, NOT

.TUST CONSUITIER CooDs. ,' 9-/ THE Fcc.s INDUSTRY DERIVED.PRODUCTIVITY

ARGUES REPRESENTS 'AOFFSET IS 2.5*, A NUMBER T{HICH THE FCC

REASONABIJE ESTIIiATE OF POTENTfAIJ FUTURE PRODUCTfVITY cAINS IF

EXTSTTNG RECUI.,ATORY

PCI CONTEUPIJATES THE

METHODS REMAIN IN PLACE." 7./ FINAIJIJY, THE

USE OF THE CPD, T|HICH IS AN ADDITIONAIJ . O5I

USED SO THATOFTSET. ACCORDING TO THE

'RATEPAYERS I{IIJIJ BE BETTER OFF

FCC, THE CPD I{AS

I'NDER PRICE CAPS THAN THEY I|OUIJD

HAVE BEEN UNDER RATE-OF-RETURN REGULATION." 8/

IS THE U.S.

rNDEX (GNP-

rN ADDITTON

PROPOSED BY THE

PROPOSES THAT A

SERVICES TfITHTN A

CARRIER SUB.'ECT TO

PLUS OR MINUS 5T BAND.
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PRICING THEIR

TO THE PCI, IJET ME TOUCH ON TI|O OTHER CONSTRUCTS

FCC TO COVERN PRICE CAPS.

PRICE CAPS

CARRIERS

FTRST, THE FCC



SERVICES I{ITHTN THrS BAND I'OUIJD

IJAWFUI' SO IJONG AS THE RESUI,TING

FTND SUCH PRICTNG PREST'MPTIVEIJY

ACTUAIJ PRICE INDEX DOES NOT

PCI. 2/ FTNAIJIJY, THE FCC PROPOSES THAT NElt SERVTCES

TNTTIALIJY BE suBiIEcT To THE PRICB cAPs, BUT I{ouIJD coME

PRICE CAP T{ITHIN ONE YEAR.

EXCEED THE

T{OULD NOT

T{TTHIN THE

rT IS NO SBCRET THAT STATE REGUIJATORS HAVE T.!AD8 KNOI{N THETR

POSITIONS CONCERNING PRICE CAPS. LED BY NARUC, OUR CONCERNS

REGARDING PRICE CAPS HAVE BEEN MADE CIJEAR TO THE FCC AND TO

CONGRESS. OF PARAUOUNT CONCERN TO ME IS THE QUESTTON OF WHETHER

llE, As

NETWORK USERS, ENi'OY TODAY. I,ET ME FIRST SAY, THAT SERVICE

QUATITY TS NOT A JURISDICTIONAIJ ISSUE. THBREFORE, PRIOR TO ANY

TMPIJEI{ENTATIOil oF PRICE cAP, IT Is My FrRu opIIrIIoN THAT sTATE AND

PRICE cAPs lfILIr PRESERVE THE HfGH-LEVEIJ oF euAIJITy rHrcH

FEDERAL REGULATORS

PIJACE A SYSTEU FOR

QUAIJTTY rssuEs.

POINT WOUIJD BE THE

IN L987.

SHOULD I|ORK TOGETHER TO DEVEIJOP AND PUT IN

MONTTORING SERVICEEFFECTTVEIJY ADDRESSTNG A}ID

I WOUTD SUGGEST TO YOU THAT A GOOD STARTTNG

MODEL SERVTCE QUAIJITY RUIJES ADOPTED By NARUC

23



BUT TTHY, YOU MAY ASK' llOUIrD PRICE CAPS TTNDERMINE LEVELS OF

SERVICE QUATITY? THE CONCERN IS SIMPLY THAT THE PRICE CAP

TO FORSAKEPROPOSAIJ ' IF IMPIJEMENTED ' MAY CREATE INCENTIVES

NETWORK INVESTMENT AND THEREFORE QUAI,ITY, IN ORDER TO TNCREASE

PROFITS. l,ET ME REMIND YOU OF THE BEITL SYSTEM SERVICE OUAIJITY

CRISIS IN THE I,ATE 1960'S WHTCH RESUTTED FROM AT&T'S EFFORTS TO

INCREASE NET

OUTIJAYS AT A

EARNINGS. THE COMPANY REFUSED TO INCREASE CAPITAIT

rIME I{HEN DEI{.AND GROT|TH IN SEVERAT AREAS EXCEEDED

CAPACITY SHORTAGES CAUSEDST{ITCHING CAPACITY.

SERIOUS DECLINBS IN

THE RESUIJTING

IN MA.'OR EAST COAST CITIES DURING 1957-1968. BY 1959, SERVICE

THROUGHOUT THB URBAN REGIONS OF THE EASTERN PART OF THE COUNTRY

T{AS BESET BY DEIJAYS IN DIAIJ TONE, REPAIRS, AND INSTAIJIJATION OF

NEW EQUTPMENT. L9-/

rN ADDrrroN TO SERVTCE QUAITTTY ilD LrKE TO TOUCH O}T THREE

PROPOSAIJ.OTHER CONCERNS I HAVE TTITH THE CURRENT PRICE CAP

FIRST, I HAVE CONCERN OVER THE USE OF THE GNP-PI AS THE GENERAIJ

THE D.C. COMUISSION ARGUED THAT THE
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DEVELOPUENT OF' A TEITECOMI{ItI{ICATIONS-SPECIFIC INDEX SHOUITD BE

ATTEI''PTED. tfHILE ITS DEVELOPMENT COULD BE TIME CONSUMINC AND

PROBABITY CONTENTIOUS, DIFFICUIJTY ALONE SHOULD NOT THI{ART ITS

DEVEIJOPMENT. sEcoND, I HAVE coNcERNs REGARDING NOT ONL,Y fHE 5t

BANDING PROPOSAIJ AND

PROPOSAI,, BUT ALSO THE

THE EMPIRTCAIJ EVIDENCE SUPPORTING THAT

VAGUE STANDARDS IIHICH THE FCC PROPOSES TO

usE To ADMTNTSTER OUT-OF-BAND pRrCrNc PROPOSAIJS. FTNALIJY, I NOTE

THAI THE FCC'S DEFINITION OF "NET{ SERVICES' IS LOOSELY DBFINED.

MY CONCERN TS THAT BECAUSE NE}T SERVICES ARE ORIGINAIJIJY KEPT OUT

OF THE PRICE CAP FOR ONE YEAR, CARRTERS SUBiIECT TO PRICE CAPS I,I.AY

BE ABIrE TO PRrCE OUTSIDE THEIR RESPECTM CAPS BY MEANS OF

MINIMAIJ RESTRUCTURING OF CURRENT SERVICE OFFERTNGS.

LET ME NOW TOUCH ON A FET| POINTS RAISED BY OTHER STATE

REGUTATORS CONCERNTNG PRICE CAPS. THESE ISSUES HTCHIJTCHT

ADDITIONAIJ CONCERNS ttHICH I L,IKEI{TSE SHARE. THE FIRST ISSUE I{AS

STATED QUITE

PRESENTED ON

GAIIJ GARTIELD

CITEARIY IN TESTIMOIilT BEFORE THE UNTTED STATES SENATE

BEHAIJF OF NARUC BY MY COIJIJEAGUE, DEPUTY CHATRMAN

PUBTIC SERVICE COI{MTSSION.SCHI{ARTZ Otr THE NET| YORK
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IN THAT TESTIMONY SHE RAISES A VERY VAI,ID CONCERN REGARDING THE

FCC'S PRODUCTIVITY PACTOR. SHE NOTES THE IRONY THAT THE FCC

STRONGIJY CRITICIZES THE EFFICIENCY OF RATE OF RETURN REGULATION,

YET IT TS THIS MODE OF REGULATION T'HICH FORMS THE FOUNDATION FOR

THE HTSTORICAIJ PRODUCTMIY ANAIJYSIS UPON WHICH THE FCC REITIES TO

BASE ITS

" IIIF THE

PRODUCTIVITY FACTOR. SHE CONCI,UDES, AND I ACREE, THAT

INEFFICIENCIES IN THE FORMER REGII{E I'IERE AS GREAT AS

CITAIUED' SURELY THE THEORETfCAIIIJY MORE EFFICfENT RBGIUE OF PRICE

CAPS SHOUIJD

INCREASE.' gl

4 YEARS) AND THE

ITOUIJD PERI{IT THE

THE CONCERN THAT

RESUIJT IN A HIGHER-THAN-HTSTORTC PRODUCTIVITY

NOTES THAT BECAUSE OF THE POTENTTAI., 2OtSHE ALSO

INCREASE TN PRICES OVER THE 4-YEAR TRIAIJ PERIOD (5t PER YEAR FOR

DISCRETION TIHICH THE FCC'S PROPOSAIJ

HAVE OVER THESE INCREASES, THERE IS

CUSTOMERS OF THE I,ESS ELASTIC SERVICES WTLL NOT

BE PROTECTED "FROT{ PRICES FAR ABOVE COST BY THE CONSTRAINTS OF

THE COMPETITIVE MARKET. " L2/ UNDER THIS SCENARIO, I IJIKEI{ISE

INCENTIVE TOAGREE IIITH COMMISSIONER SCHI{ARTZ THAT THERE IS AN

COMPETTTTVE ELASTTC SERVICES
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OFFSETTING THESE DECREASES T{ITH HICHER PRICES FOR, THE IJESS

EIJASTIC SERVICES. L3/

FTNAIJIJY, r NorE THE coNcERNs ExpREssED By rHE srAFF oF THE

MICHTCIN PUBLIC SERVICE CO}!!{TSSION IN ITS JUIJY 26, 1988 COMMENTS

ON THE PRICE CAP PROPOSAL. IN THOSE CO}IMENTS, ONE Otr THE

coNcERl{s EXPRESSED ItAs THAT THE pRoposAIJ rrourJD PRESENT INCENTTVES

FOR COMPANTES UNDER TNTERSTATE PRTCE CAPS TO AI,IJOCATE MORE COSTS

TO THB INTRASTATE ACTIVTTIES I{HICH ARE NOT UNDER A PRTCE CAP

REGTME . U/ THB MICHIGAN STAFF'S CONCIJUSION IHAT SAFEGUARDS NEED

TO BE DEVEIJOPED TO

THE FCC ADOPT PRTCE

BE FOIJI'OTIED.

PREVENT THE POTENTTAIJ FoR cosr sHrFTrNc sHouLD

cAPs FoR TNTRASTATE sERvrcEs sHoutD IJrKBtfrsE

WHTIJE I HAVE NOT TOUCHED ON AIJIJ CONCERNS RAISED BY

COMMENTERS ON THE FCC'S PURTHER NOTICE. I DO HOPE THAT MY

COMMENTS HAVE SUGGESTSD T'HAT ARE, IN MY OPTNION, SOME OF THE I,IORE

CRITTCAIJ CONCERNS PRESENTED BY THE FCC'S PRICE CAP PROPOSAIJ. ON

BALANCE AND IN I,IGHT OF THE TIMITBD RTSKS ASSOCIATED T|ITH THE

PRICE cAP PROPOSAIJ To CARRIERS IfHIcH ELECT THAT AIJTERNATfvE, AND
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THE I,ACK OF CLEAR-CUT GUARANTIES THAT CONST'UERS T{ILL BE BETTER

OFF UNDER PRICE CAPS, I CONCIJUDE AND SUBMIT TO YOU THAT THE FCC'S

CURRENT PRICE CAP PROPOSAIJ IS NOT IN THE PUBITIC INTEREST.

CONCITUSION

IN IJIGHT OF MY REU.ARKS OF THE PAST FET' !{INUTES, IT UAY

SURPRISE YOU TO KNOII THAT I AM NOT OPPOSED TO REGULATORY CHANGE,

PROVIDED IT IS NOT }IINDIJESS "I,NREGUI,ATION" ! THAT IS, CHA$CE FOR

CHANGB'S SAKE.

PROCRESS: IT IS

REGUIJATORY REFORM FOR ITS OIIN SAKE IS NOT

MEREIJY TITE REPIJACEMENT OF ONE FORU OF REGUIJATION

FOR ANOTHER. BEFORE I ltIIrIJ SUBSCRIBE TO A PARTICUTAR REGUITATORY

APPROACH, IT MUST BE PROVEN THAT THE CHANGE I{ILL IUPROVE THE

OVERALIJ STATE OF TEIJECOilMT'NI CAT T ON S, THAT IT T|IIJIJ INCREASE

EFFICIENCf ES ' YIEIJD TECHNOITOGICAIJ INNOVATIONS, CREATE SUSTAINED

PRICE REDUCTIONS, AND THAT BENEFITS TIIJIJ APPRECIABIJY EXCEED

RISKS. AIJSO BEIJIEVE THAT REGUIJATORY

SERVICE-BY-SERVICE

CHANGE SHOUIJD PROCEED

SLOT'IJY, CAUTIOUSLY, ON A BASIS, AND ONI,Y AFTER

A CO}TVINCING SHOI{ING THAT IT TS IN THE

AND COMPANY AI,IKE.

BEST INTEREST OF CUSfOMERS
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