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TNTRODUCTION

I'U DEIJICHTED TO BE IIBRE THIS AFTERNOON tl{D TO HAVB THIS

OPPORTI'NITY TO DTSCUSS ONE STATB'S PERSPBCTTVB CONCERNTNC THE

FCC'S PRICE CTP PI.,AIT FOR COTTIMON CARRTERS. IN A NOTICE OF

PROPOSED RUI.,EITTKING (NPRU) REI,BASED BY THE COI,IUISSION ON AUGUST

2T, L987, IT T{AS PROPOSED THAT RATE OF RETURN REGUI,ATTON FOR

DOMIITIN{T CARRfERS BE REFIJACED I|ITH A "PRfCE CAP I{ODEIJ". IN A

DOCI'UBNT CONSISTIT{G OF ONIJY TT'ENTY-TIIO PAGES (TilCLUDINC

FOOTNOTES), THE FCC SOUCHT TO REVOLUTTOilIZB THB

TEITECO}|}|I NICIIIONS INDUSTRY. TIIE RESPOIISE t|AS II.II.|EDIATB AND

OVERLHEIJUINC. l'HII.rB THERB nAS DISAGREEI'IBNT AS TO HHBTHBR PRfCB

CAPS TfAS NECESSARY OR PROPER, THERB WAS NO DISAGREEI,TENT THAT THE

FCC HAD MBREITY PROVIDED A SKBITETAIJ PLAN I{HICH OBVIOUSIJY NEEDED

FIJESHING OUf. A MULTITUDE OF PARTIES FIIJED COMUENTS ON THE PLAN



ANDoNuAY23,lgS8,THEFccIssUEDATt|oHI'NDREDAl{DSEVENTY-

EIGHT PAGE FURTHER NOTICE OF PROFOSED RUI,B MAKING (FilPRM} IN AN

EFFORT TO PROVIDE SOI{B MEAT ON THE BONES OF THE ORIGINAL PLAN.

IN THE NEI' NOTICE, THE FCC HAS SOIJICITBD SO I'',AMT ADDITIONAI'

COUUEI,|TS AND REQUESTS FOR INFORIIATION, ON SO UAIIY PREVIOUST Y

UNDISCUSSED ASPECTS OF TH8 PIJAN THAT I AlI CO}TVINCED THAT THIS

COUCEPT OF REGII.ATORY REFORU REQUfRES FAR GREATER ANAIJYSIS,

EVAIJUTTTON AND DISCUSSTON THAT CAN BE TCHIEVED IN THIS

PROCEEDINC. HOLEVER, IT IS ABttNDAt{TIrY CIJEAR THAT THB FCC IS

DETERTIINED TO EMBRACB THIS RBCULATORY I{ETHODOIJOGY. THfS IS

EVIDEIICED BY PARTGRAPII 185 OF THE FURTHER NOTICE r|fiICH SPBCTFIES

THB INTENT TO IMPLBUENT PRICE CAP REGULATION ON APRIIT 1, 1989.

AT FIRST, T. I{AS OPTII.IISIIC IN THAT THE DATE SELECTED FOR

IMPI,BUENTING THE PROPOSAIJ WAS APRTIJ FOOT" S DAY' I THOUCHT

PERHAPS THTT CHAIRI{.AI{ PATRICK I{AS GOINC TO ANNOT'NCE THAT THE

ENTIRE EXERCISE tfAS A COLOSSAL JOKE BEING PITAYED ON TIIE STATE

RBGUIJATORS. HOTEVER, Ol{B IS QUICK TO REIITIZB THIT THE FCC IS

BOTH SINCERE AND COMI.IITTED TO ITS EFFORTS AT REGUIJATORY REFORM-

AS ONE OF TIIE STAT'I{CII CRITTCS OF TIIE COM}IISSION, I MUST

ACKNOITIJEDGB TIIE OBVIOUS EFFORT TO RESPOND TO THB T.T.I!NT CONCERNS

AND CRItICISUS RAISED Ilf THts EIRLY COUI{EI{T CYCITB. HOIIEVER, EVEN

ttITH THE I|E.I,ITTH OF REVf SIONS, THE PROPOSED "PRICE CAP MODEIJ"

STIIJIT CONTAINS FATAIT FIJAI|S AND I{EAKI{ESSES TITAT ttl{TIIJ RE}|EDIED,



nfllr' fN MY OPfIION, SfcNAIr ITS DEUISE.

THfS IFTERNOON, I WfIJL IGNORE fHE OBVIOUS TBUPTATfONS TO

ATTACK A}ID CRITTCIZB THOSE ASPECTS OF THE NEl' PROPOSAIJ THAT I{ILIJ

EIJICIT, IN It'Y OPINTON, THE GREATEST ATTENTTON IN THE FTRST ROI'ND

OF COMI.IENTS DUB .tttlJy 26, 1989, SUCH AS: TI|B OptfONAIJ ASPECT OF

THE PLAN, THE USE OF THE EXISTING 45-DAY FIIJTNG TARTFF PROCEDURES

FOR RATE STRUCTURE AI{D TARIFF CHANGES, THB ESTABIJISHI{ENT OF A 5I
BAND' THE NEI|LY CREATBD "suBsrANTrAL, cAusB" TEsr, THE ApPlrctrroll
oF THE PIrA$ To BOTH AT&T AND rHE IJEcs, THE ,y, ADJItsTuENTs, AlrD

THE 3t PRODUCTTVITY FACTOR.

TilSTEAD, TT TS MY INTENTTON TO FOCUS ON T}I AREA OF GRAVE

CONCERN TO STATE RBGUIJATORS, Al{D TITAT IS, T{HTT EFFBCT, TF AI\NT,

I{IIJIJ PRICE CAPS ITAVE ON THB QUALINT OF SERVICE PROVTDED BY THE

coMMoN CARRTERS- MoREovER, !{HAT srEPs, rF Ar{y, sHouIJD BE TAKEN

TO INSURE THAT SERVTCE QUALTTY IS NOT iIBOPARDTZED BY THE

OPPORTI'NTTY TO TNCRBASE EARNINGS UNDER A PRICE CAP RBCIUE.

THE FCC'S PR'ICE CAP PROPOSAL IS I{ODELED AFTER fHB REGUIJATORY

RBFORU rMPosED oN BRrrrsH TEIrEcott (BT) rN 198{. pRroR To THAT

TrIt{E, BT I{As A covBRNuEt{T otntgD !{onopolry pRovrDrrc BorH Dougsrrc
AND TNTERNATTONAIJ ?EIJBcottlfUNrcATroNs sERvIcEs. Notf, BT No IJoNcER



HAS AN EXCI,USM FRAI{CHf SE, 51t OF ITS STOCK IS PUBT ICIJY OIrt{ED

AND ITS SERVICES ARE CAPPED. L-/

IN THE COT'TMENTS FTIJED BY TTIE D.C. PUBIJIC SERVICE COUI'TISSION

oN DECEMBER l, 1gS?, tfE NOTED THAT THE FCC'S PRrCB CAP PROPOSAT.

APPEARED TO OVERITOOK CERTATN KEY ASPECTS OF THE BRITISH TEIJECOU

EXPERIENCE INHICH fNCLUDED A SIGNIFICANT QUILTITY OF SERVICE

OVERSIGHT PROVIDE BV OFTEII. THE OFTEIJ IIAS UTDE A SBRIOUS

COMUITUENT TO T'IONITORING IJEVEIJS OF CUSTOI{EN SATISFACTION BY

COUT,TISSIONI}IC CONST'UER SURVEYS BY UARKET RESBARCH FIRUS AI{D OTHER

PUBL,IC AND PRMTB BODIES. THB D.C. COMMISSfON ALSO CAUrIONED

THE FCC, THAT IF "THB I,ECS ARE FREB TO II{I'EST I|ITHOUT REGARD TO

THErR UNDERLYING COHMITUEIIT TO PUBL,IC SERVICE, OR FAIL TO

!{.AINTAIN OR UPCRN)E THE NETI|ORK TO INCREASE PROFITS, THB INDUSTRY

WII.IJ IJIKBIJY DETERIORATE IN THE SAI.IE I,T.ANNBR AS IIAS THE DEREGULATED

AIRLINE INDUSTRY, ltITIl COIOIENSURArB SERVICE DBGRADATION' DECLINB

rN MARCINS OF SAFEIry, AI{D CUSTOUER DISSTTIStrACTION. "

IN TTIE NOTICE, THB FCC SOUGBT COMI,IENT OIf T{TIBTHER ITS PRICE

CAP UODEI, MIGHT ADVERSEIJY AFFECT SERVICE QUALIry. HOI|EVER' IT

rfAS CLEAR TIttT SERVICB QUAIJITY lfAS NOT A PARAI.IOUNT CONCBRN TO THE

FCC BBCTUSE THE NOTICB AIJSO STATED THAT QUIITITY OF SERVICE

PROBTJEUS I|OULD NOT "trATAI'I'Y I'NDERT,IINE" THE PRICE CAP REGII,TE' Z/

THUS, THE FCC l'tADE IT CLEAR THAT AN fNABILIIT TO GUARANTEE

4



SERVICB QUAIJITY I{OULD NOT DELAY IMPIJBUENTATfON OF PRfCB CAPS.

EVEN SO, A SIGNIFTCANT Ntn{BER OF COMMENTERS BXPRESSED CONCERN ON

THTS ISSUE.

THB COUIiIENTS

THE NATIONAL ASSOCIATION OF REGUI,,ATORY UTII,TIY COMUISSIONERS

(NARUC) ATTACHED TO ITS COT,TUENTS A RESOIJUTION PASSED AT ITS

MEETING rN NOVEMBER OF L987 I{HICH RECOGNIZED THIT QU.ILITT OF

SERVTCE COUIJD BE ADVERSTIJY AFFECTBD T NDBR PRICB CAPS . 2/

THE AD HoC TELECOUUI NIcATIot{S USERS COUTIITTEE (AD HOC) tl{D

THB TNTERNATfOilAIT COMI,|IINICAIIONS ASSOCIATION (ICA) FrLtsD AS PARI

OF THEIR COUUENTS A REPORT FREPARBD BY ECONOITTICS AND TECHNOLOGY,

INC., (ETI} I{HICH STATED THAT AIIY PR CE CAP SYSTEM TNAT GTVES

CARRIERS TNCENTTVES TO OPBRATE IdORE EFFICIENTIJY T.{AY AIJSO CAUSE

rHEU TO SACRTFTCB SERVTCts 9UAIJITY IN ORDER TO TNCREASE StVrNcS.

ETI }'ENT ON TO NOTE THAT THE BRITISH SYSTEM (IIHICH THE FCC HAS

PRAISED SO HTGHLY) HAS BEEN ACCO}IPAI{TED BY TNCREASIITG PUBIJIC

COI{PIJAINTS ABOUT fNSTALITATION, REPAIR Al{D DAY-TO-DAY SERVICE. 4/

IN .IA}IUARY OF 1988, OFTEIJ ISSUBD A REPORT TITICE STATED THAT

THB IrAST YEAR IIAD SEEI{ A WORSENINC Iil THB QUAITITY OF SERVICB

PROVTDBD BY BRTTTSH tEIJECOtt, 1/ I{HrCH rN SOUB I{E.ISURB OFTEIJ

ATTRIBUTED TO THE PRICE CAP T.IBTHOD OF REGUI,ATION.



EVEI{ TIIE NATTONATJ TEIJECOUTi'('NTCATIONS AND INFORUATION

AD!,TINISTRATION (NTIA) }IHICH IS AN AVTD SUPPORTER OF DEREGULTTION

AND SUPPORTS THE UTIIJIZATION OF PRICE CAPS TO COVER AS BROAD A}I

AREA AS POSSfBIE, BEITIEVES THAT MONfTORf!{C OF SERVfCE QUALIIY IS

"CRITICAIT" 9-/ BECAUSE PRICE CAPS COULD "cfVE FfRMS AN INCENTM

TO INCREASE PROFITS 8Y DEGRTDTNC SERVICE." 7/

THE TEIrE-COUI{UNfCATIONS ASSOCIATION (TCA) URGED THE FCC TO

"DEVBIJOP PROCEDURES TO VIGIIJAI{TIJY MONITOR AND PROTECT SERVICB

QUAITITY' PARTICULARLY IN THE AREAS oF SERVICE RESTORATION TIMES,

Nttl{EER AND EXTBNT OF SBRVTCE OUTAGES, SERVICE DELXVBRY TI}!ES,

TECHNICAL TRAT{SMISSIOI{ QUAITITY, AilD FAIITURE TO ttEET DET MRY
DATES". g/ IT FURTHER RECOI,II.IENDBD THAT THE FCC "PROHIBIT

ABANDONUENTS OF SBRVICE ABSBNT EXCEPTIONAI,I.Y COUPBIJIJING

CIRCT'USTANCES AND B8 T{ATCHFUIJ OF SUBTIJE SERVICE EROSTONS SUCH AS

MINIMTIJ POIIVTS OF PRESENCE I TTHIN EACII IJATA" . 9/

THE I'IIRYLAND PEOPLE' S COT NSEL I|ARNED THE FCC TITAT SERVICE

DETERIORATIOI{ COULD TAKB tlAt{Y FOR"MS, INCLUDIT{C REPITACEI,IBNT OF

EQUTPI.IE}IT I'ITH THB STIIE IEcHNoTJoGY 8v8N THoUGH NBII TEcHNoIJoGY Is
AVAILABIJB, STRETCHING OUT UIINTENAI{CB SCHEDUIJES, AND THfNilINc OUT

SERVTCB PERSO}TNEL. IT URGED TIIE FCC NOT ONIJY TO DEVEIJOP NElt

STANDARDS FOR SERVICE QUAIJITY, BUT TO RECRUIT t SUBSTN{TIAIr STAFF



TO UONrIOR COttPIrrA$cE. &-/

FTNAIJIJY, THE NEI' YORK DEPARTMENT OF PUBLTC SERVICE URGED THE
Fcc To ADoPT Mrl{IMttu QuALITY oF sERvrcE sTAl{DARDs FoR Not{-
couPETITrvE sERvrcEs AtfD To HoIrD PRICE cAPs rtl ABEyANcE UNTTIJ
SUCE STTI{DARDS ARB rll PTJTCB . LL/

rN FACT, THB FCC ADUTTTED THAT

UNil{T}'OUS rN ASSERTIT{G TEAT SOI.IE

SHOULD BE I{ATNTATilED ON, DEVEI.OPED AS

RBGTUE.

COUUSNTERS I{BRE VTRTUAIJLY

sERVrcE 9UAL,ITY SAFECUARDS

PART OT THE NEI| R,EGUIJATORY

AS FOR THB CARRTERS, EVEN THOUGH AT&T AI{D BEIIIJSOUTH DID NOT
BBITTE'B THAT PRrcE cAps tfour.,D pRovrDE r'c'ilTrv's ro rcNoRE
sERvrcB QuAIJrrY, BEIJIJSOUTH suppoRTED rHE coNTrruATroN oF cERTATN
uo'rroR'rilc PRocRAus AIirD THB FrIJrNc oF TE.HNT.AL srrlrDARDs, AND
AT&T EXPRBSSED A rrIJIrrNGNBss To Assrsr rN THE DBVEITopMEIIT oF
sBRVrcE QUALrIY uoNrTORrNc pRocBDURES.

THE FCC'S POSrTrolf

THB FCC RESPONDBD

TrfAT SERVICE QUALTTY

REGUIJTTTON BECAUSE:

1) CUTTINC BACK ON sBRVrcE QUAITTTY nouIJD
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TO TIIESE CONCBRNS

IIOUI,D NOT B8 A

BY STATTNG, TN ESSENCE,

PROBIJEU T'NDBR PRTCE CAPS



DBCRETSE PROFTTS BECAUSB CUSTOUERS

I{OULD I'IAKE FEI{ER CATLS t

QUAITTTY REDUcrroNs l{,tNrFEsr THEMSEIJVES READTLY

IND INVITE A SWIrT RESPONSE FROI-I CUSTO}IERS AND

RECUIJATORS' AND

THE Fcc cuRREl{Tr,Y uoNrroRs sERvrcE euAlJrry AND

I{IL,Ij CONTTNUE TO DO so. u./

DISCUSSTON

I FOI'ND THE trCC'S RESPONSE TO THB SERVTCE gUrLrXY rSSUE
SEVERBITY IJACKTNG' rr rs rRUE THAT THB Fcc cuRRENTITy t{orrroRs
sERvrcE QuALrrY UNDBR sEcrroil ?1{ oF THE col.tMt}frcATroNs AcT (THB
Acr) tlID PART 63 oF rrs RUIJES. THE co'l{or .ARRTER BUREtu DoEs
RECETVE SEUr-AI|I{UAL REPORTS FRO!,I TT&T A}rD THE RBOCS. THE RBOC
REPORI COVBRS 1) cusTouER sATIsFAcTIoI{ I,EVELS; 2} PERCET{TAGE oF
S}'TTCHING I.IACHTNES PERFORMING AT oR ABovB DTAIJ ToI{B SPEED
oB{IECTTvES; 3) PBRCENTAcE oF oFFrcEs uEBTrNc ALtr TRANsurssroN
oBrrECTrvES; {) PERCENTAcE oF cAL,IJs BNcou}rrERrNc Eeurpr{ENT FATIJSRE
oR BIJocKrilG; AxD 5) PERcENTAcB oF "oN TruE' REspoNsEs ro sERvrcE
ORDERS. THts AT&T REPORT COVERS SWTTCHING IIACHTilE PERFORI.IANCE,
TNTERITATA TRI{st'lrssroil QUAI/ITY, At{D EeuIpttENT FATLURE oR BIJocKINc
ON THE TERUTNATT}IG ACCESS NETI{ORK . U./ FURTHER, THE FCC TS
AUTHORTZED TO SCRUTTNTZE CHAI{GES IN TBCI{IITCAIJ STAI{DARDS CONTATNED
rN INTERSTATE TARTFFS AS PART OF THE TARIFF REVTET| PROCESS UNDBR
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PART 6:. OF TTS RUIJES ATD AGGRIEVED

COMPIJAINT PROCESS UNDER SECTION 208 OF THE

PARTIES !.tAY UTfIJfZB THE

Acr, u/

ONE RECUIJATOR'S OPTNION

r HAVE RBVTEI|ED THE FCC'S STATUTORY AI{D REGUIJATORY AUTHOR TY

AS CTTED BY THEU IN THE FURTITER NOTTCB. SECTION 21{ OF THE AC,I

GIVBS TTIBU AUTHORIIY TO TDBilTTTY OR CORRECT PROBIJEMS REIJATTNG TO

FACTIJITIES AUTHORTZATTON. CARRTERS APPARENTIJY CAI{NOT COI{UEI{CE OR

PROCEED TTTH COT{STRUCTTON OR OTHER ACTIVITTES WITHOUT COUUTSSTON

AFPROVAIJ. THE COUUTSSTOil'S ATTTEORTTY UI{DER PART 61 GRII{TS THEU

THE POT|ER TO SCRUTIIIIZB CHA}IGES I}I TECHilTCAIJ STAI{DARDS COI{TAINED

rN TNTER'STATE TARIFFS AS PART OF THE IARXFT REVIBIf PROCESS. T AlI
I'NSURts, HOI'EVEN, AS TO T'HBTHER OR NOT THB EXISTTNG }IONITORTNG

PROCEDURES ARE ADBQUTTE TN TEAT THE FCC HTS ONIJY DESCRTEED TTS

AurHoRrrY IND TIIB vARrous REpoRTs FrLED BUT HAs FATLED To
I}IDICATE }THAT PROCEDURBS ARE BBTTG TMPIJEUBI{TED, T'HAT TS ACTUAIJIJY

CONTATNED I}{ THE REPORTS AI{D T'HAT USE THB FCC I.I.AKES OF THB DATA

PROVTDED. T TOUIJD SUGCEST, HOT|BVER, THAT EVEN IF THB FCC

ACTUTITIJY REVf BWS , Al{tLySES, .f,ND BVAIJUATES THB DATI, THAT A

MoNTToRINc EFFORT AIJONB rs INADEQUATE. r roUIrD AIJso NoTE THAr
THE SERVTCE QUTI,IXY TiIONITORTilG THAT IS OCCURNING TN THB EQUAIJ

AccEss AREI EAs APPAREI'ITITY BBEII DEIJEcATED By THE Fcc To A pRrvATE

GRoUP KNoI{l{ As THE CARRTER LrArsoN cototrrrBE oF THE EscA. A

STUIIJAR DEIJECATTON SEEMS TO BE OCCURRTilG TO THB CARRIER INDUSTRY



AND STATE RECUIJATORS, I{ITH RESPECT TO TECENTCAIJ AND

IMPIJEMENTATION fSSUES SURROTTNDINC ONA. IIOREOVER, THE FCC fS ONIrY

NOT' BEGTIINING TO I,OOK AT 8OO DATABASE ISSUES, AFTER TTS FTRST

REVIEI' OF THB ISSUE IN DOCKET 85-10 GREII STAI,E DUE TO LACK OF FCC

ACTION.

THIS PATTERN OF INACTION, IN INT OPINION, REQUIRES BOTH THE

ADOPTION OF MANDAIORY ttINIMt tt SERVICB QUAIJIW STII{DARDS, AS tIEIlIr

AS THE DEVEIJOPMENIr OF ENFORCEUENT PROCEDURBS ITHICH UUST BE

IMPIJE}IENTBD IfITII GREAT VICIITAI|CB TO TNSURB PROPBR COUPI,IANCE.

I FOT'ND IT OT SOUB INTEREST TITTT THB DIRECTOR CEilBRAIJ OF

OFTBIT ARGUBD THAT SBRVICB QUAITITY tfAS OF SUCH PARTICULAR

IMPORT$ICB THAT t CASE COUIJD BE t-ttDE FOR "INCORPORITING SOUB KIND

OF FfNANCIAL PENALTY IN IHB PRICE CONTROL FORI,IULA" IF Al{D tfHEN BT

FAILED TO DELMR A cMN QUALTTY oF SERVICE. HE IIENT ON BY

GIVING AI{ EI(IUPLE I|HEREBY THE REGUIJATORS IIOUIJD REDUCE PERI.TITTED

PRICE INCRETSES 8Y SOUE N.IOI'NT FOR EACTI FAII,URB TO I'IEET A

PERFoRUAI{CE TARGET. r DoN'T, AT gHrs rrME, succEsr sucH Al{

APPROACH BUT DO RBCO}II.IEND THAT THB ITIDUSTRY CO}IE FORI{ARD I.TTH

PROPOSED STIIIDARDS (BOTll TECHNICAL AI.ID PROCEDIIRIIT) TAAT COUIJD BE

ENDORSED BY USERS l'IlTD RECUIJATORS AI.|IKB.

TO SUCCESSFUITI/Y ACHfBVE RECUIJATION ttl{DER A PRfCE CAP MODEIT,
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coNcERl{s oF sERvrcE QUAIJTTY, SAFETY, AND CUSTO!{ER SATTSFACTTON

MUST BE ADDRESSED AND RESOI,VED. F}II,URE TO PROPERIJY RESPOND TO

THESE CONCERT{S nIIJIl, IN UY OPfNION, FURTHER DELAY AltY POSXTM

COIISIDERATION Otr THE PRICE CAP PROPOSAI.,.
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The Notice at, paragraph 25.
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ETI Report at p. 72.
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Id. at p.18.
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Reply comments of, Maryland People's Counsel at p. 18.
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Id. at paragraphc 13{-137.

Id. at paragraphs 490-{91,
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