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GOCKE1 fILE COP': OK\GiN~L
Ex Parte Contact - PR Docket Nos. 94-105
Preemption of State Regulation of CMRS

RE:

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

Dear Mr. Caton:

On Monday" March 20, 1995, Mr. Randall S. Coleman, Vice President for
Regulatory Policy and Law, the Cellular Telecommunications Industry Association (CTIA),
sent the accompanying letter and its attachments to the following Commission personnel:

Chairman Reed E. Hundt
Commissioner Andrew C. Barrett
Ms. Regina Keeney
Mr. Rudy Baca
Mr. Blair Levin
Ms. Lisa Smith
Ms. Ruth Milkman
Mr. Michael Wack
Mr. John Cimko

Commissioner James H. Quello
Commissioner Susan Ness
Mr. Laurence Atlas
Mr. Donald Gips
Mr. Michael Katz
Mr. William Kennard
Dr. Robert Pepper
Mr. David Siddall
Mr. Daniel Pythyon

Pursuant to Section 1.1206 of the Commission's Rules, an original and one copy of
this letter and the attlchments are being filed with your office.

If there are any questions in this regard, please contact the undersigned.

Sincerely,

~F~~
Attachments
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March 20. 1995

Ms. Regina Keene)'
Chief, Wireless Telecommunications Bureau
Federal Communiclations Commission
1919 M Street. N.W.
Washington, D.C. 20554

Re: PR Docket No. 94-105 - California PUC
Petition For Exemption from Preemption

Dear Ms. Keeney:

Building The
Wireless Future

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, NW.
Suije 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax
202-736-3256 Direct Dial

Randall S. Coleman
Vice President for
Regulatory Policy and Law

The FCC will soon resolve petitions to maintain or exercise regulatory
jurisdiction over cellular and other wireless services filed by the California Public Utility
Commission (CPUC) and seven other state regulatory authorities. Over the last week.
CTIA provided to 1he FCC the results of a recent poll showing that California consumers
are aware of the superiority of competition over regulation of competitive markets, 1 and
drew your attentiorll to the bipartisan consensus in the California Assembly and Senate
which agrees that "'[C]PUC regulation has resulted in higher rates for cellular services and
contributed to grealter government expenditures. Continued rate authority by the [C]PUC
over this dynamic industry will result in less investment, less jobs and a less robust

k -.2mar et.'

In fact, this consensus is growing, with a broad range of service providers,
manufacturers, and retailers concluding that continued regulation of cellular rates is not in
the best interest of consumers, businesses or the economy. In particular, the American
Electronics Associlation, the California Manufacturers Association, the California
Retailers Associatilon and the California Chamber of Commerce have all gone on record
strongly opposing the CPUC's petition to regulate cellular service rates.

1 See, CTIA's Califoll1ia Issues Paper No. I. "Californians Give a wake up call to State Regulators-
Cellular Users Say "Nlo" to State Cellular Regulation, filed March 10, 1995, in PR Docket No. 94-105.
2 See CTIA's Californlia Issue Paper No.2. "California Legislators Oppose Regulation of Wireless -- Urge
FCC to Reject Califomia PUC Petition to Regulate, filed March 14, 1995, in PR Docket No. 94-105.



As these aS~)Ciations and their members recognize, the CPUC's rate regulations
themselves interfer with the competitive marketplace, Delays in service offerings,
slower declines in e fective prices, and lower subscribership can all be traced to the
CPUC's regulation~. These regulations already harm consumers. The CPUC's proposal
of an even more int~usi:e regulatory regime. -,- i? additi?n to deviating f:om the petitions
allowed under the q'mmbus Budget ReconclhatIOn Act s narrow exceptIOn -- also
threatens consumer !welfare, as well as thousands ofjobs, and jeopardizes billions in
investment and sigqificant trade benefits.

Industry, cOl1sumers, and legislators all recognize that the CPUC bears the heavy
burden of proving t 1at regulation is r,equired because of market failure. The CPUC has
failed to make this _howing. Indeed, the CPUC's evidence supports the opposite
conclusion -- that itl is the CPUC which is failing consumers by impeding the competitive
market's generation of benefits for consumers.

Attached is ,1m issues paper summarizing the recent letters from the California
industries, and the tl:vidence on the record before the FCC in the California proceeding.
As CTIA has argue~j -- and continues to argue -- the California PUC has failed in four
critical respects.

• The California ~)UC has failed consumers by maintaining higher prices and slowing
their decline.

• The California l)UC has failed consumers by restricting output.

• The California ll)UC has failed consumers by impeding competition and restricting
choice.

• Most importantly, from the FCC's standpoint, the California PUC has failed to meet
the statutory and regulatory test established for granting exemption from preemption
of state regulation.

Given thesel critic~l fail~es, the California P~C's rules must be preempted in
accord with the CongressIonal mtent and consumer mterest.

If you have Iany questions in this regard, please contact the undersigned.

Very truly yours,

,.--,~ -"l( I /-!..,A-..
~~

Randall S. oleman

Attachments
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March 20, 1995

Commissioner Andr~~w C. Barrett
Federal Communica~ions Commission
1919 M Street, N.W.,
Washington, D.C. 2b554

Re: PR Docket No. 94-105 - California PUC
Petition For Exemption from Preemption

Dear Commissioner IBarrett:

Building The
Wireless Future

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.w.
Suite 200
Washington, D,C. 20036
202·785-<Xl81 Telephone
202-785-0721 Fax
202-736-3256 Direct Dial

Randall S. Coleman
Vice President for
Regulatory Policy and Law

The FCC will soon resolve petitions to maintain or exercise regulatory
jurisdiction over cellular and other wireless services filed by the California Public Utility
Commission (CPUC) and seven other state regulatory authorities. Over the last week,
CTIA provided to the FCC the results of a recent poll showing that California consumers
are aware of the sup ~riority of competition over regulation of competitive markets,3 and
drew your attention to the bipartisan consensus in the California Assembly and Senate
which agrees that "[ =]PUC regulation has resulted in higher rates for cellular services and
contributed to great :r government expenditures. Continued rate authority by the [CJPUC
over this dynamic i dustry will result in less investment, less jobs and a less robust
market.,,4

In fact, this consensus is growing, with a broad range of service providers,
manufacturers, and :etailers concluding that continued regulation of cellular rates is not in
the best interest ofconsumers, businesses or the economy. In particular, the American
Electronics Association, the California Manufacturers Association, the California
Retailers Associati n and the California Chamber of Commerce have all gone on record
strongly opposing e CPUC's petition to regulate cellular service rates.

3 See, CTIA' s californjll Issues Paper No.1, "Californians Give a wake up call to State Regulators-
Cellular Users Say "No" to State Cellular Regulation, filed March 10, 1995, in PR Docket No. 94-105.
4 See CTIA' s Californi " Issue Paper No.2, "California Legislators Oppose Regulation of Wireless -- Urge
FCC to Reject Califom a PUC Petition to Regulate, filed March 14, 1995, in PR Docket No. 94-105.



As these associations and their members recognize, the CPUC's rate regulations
themselves interfer~: with the competitive marketplace. Delays in service offerings,
slower declines in effective prices, and lower subscribership can all be traced to the
CPUC's regulations. These regulations already harm consumers. The CPUC's proposal
of an even more intrusive regulatory regime -- in addition to deviating from the petitions
allowed under the Omnibus Budget Reconciliation Act's narrow exception -- also
threatens consumer welfare, as well as thousands ofjobs, and jeopardizes billions in
investment and sigr1lificant trade benefits.

Industry, consumers, and legislators all recognize that the CPUC bears the heavy
burden of proving that regulation is required because of market failure. The CPUC has
failed to make this showing. Indeed, the CPUC's evidence supports the opposite
conclusion -- that it is the cpec which is failing consumers by impeding the competitive
market's generation of benefits for consumers.

Attached is an issues paper summarizing the recent letters from the California
industries. and the evidence on the record before the FCC in the California proceeding.
As CTIA has argued -- and continues to argue -- the California PUC has failed in four
critical respects.

• The California PUC has failed consumers by maintaining higher prices and slowing
their decline.

• The California PUC has failed consumers by restricting output.

• The California PUC has failed consumers by impeding competition and restricting
choice.

• Most importantly, from the FCC's standpoint, the California PUC has failed to meet
the statutory and regulatory test established for granting exemption from preemption
of state regulation.

Given thesl~ critical failures, the California PUC's rules must be preempted in
accord with the Congressional intent and consumer interest.

If you havt~: any questions in this regard, please contact the undersigned.

V~.ltruly yours,
~ ;:; (' /
f-~'~~
Rand~ll s:-toleman

Attachments
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March 20, 1995

Chairman Reed E. Hundt
Federal Communiclations Commission
1919 M Street, N.~V.
Washington, D,C. 120554

Re: PR Docket No. 94-105 - California PUC
Petition For Exemption from Preemption

Dear Chairman Hulndt:

BUilding The
WIreless Future

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.w.
Suite 200
Washington, D,C, 20036
202-785-0081 Telephone
202-785-0721 Fax
202-736-3256 Direct Dial

Randall S. Coleman
Vice President for
RegUlatory Policy and Law

The FCC "'1m soon resolve petitions to maintain or exercise regulatory
jurisdiction over c :llular and other wireless services filed by the California Public Utility
Commission (CPUC) and seven other state regulatory authorities. Over the last week,
CTIA provided to l.he FCC the results of a recent poll showing that California consumers
are aware of the superiority of competition over regulation of competitive markets,5 and
drew your attentio 1 to the bipartisan consensus in the California Assembly and Senate
which agrees that \ [C]PUC regulation has resulted in higher rates for cellular services and
contributed to gre*er government expenditures. Continued rate authority by the [C]PUC
over this dynamic !industry will result in less investment, less jobs and a less robust

k -.6mar et.'

In fact, thi., consensus is growing, with a broad range of service providers,
manufacturers, an 1retailers concluding that continued regulation of cellular rates is not in
the best interest of consumers, businesses or the economy. In particular, the American
Electronics Assoc',ation, the California Manufacturers Association, the California
Retailers Association and the California Chamber of Commerce have all gone on record
strongly opposing the CPUC's petition to regulate cellular service rates.

5 See, CTIA's califo~n.ia Issues Paper No, 1, "Californians Give a wake up call to State Regulators-
Cellular Users Say" 10" to State Cellular Regulation, filed March 10, 1995, in PR Docket No, 94-105,
6 See CTIA' s Califo lia Issue Paper No, 2. "California Legislators Oppose Regulation of Wireless -- Urge
FCC to Reject Califonia PUC Petition to Regulate, filed March 14, 1995, in PR Docket No. 94-105.
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As these ass<l)ciations and their members recognize. the CPUC's rate regulations
themselves interferel with the competitive marketplace. Delays in service offerings.
slower declines in etfective prices. and lower subscribership can all be traced to the
CPUC's regulation~. These regulations already harm consumers. The CPUC's proposal
of an even more int~usive regulatory regime -- in addition to deviating from the petitions
allowed under the Omnibus Budget Reconciliation Act's narrow exception -- also
threatens consumer 'Welfare. as well as thousands of jobs. and jeopardizes billions in
investment and sigr:l.ificant trade benefits.

Industry. corsumers. and legislators all recognize that the CPUC bears the heavy
burden of proving t~at regulation is required because of market failure. The CPUC has
failed to make this :j;howing. Indeed. the CPUC's evidence supports the opposite
conclusion -- that itl is the CPUC which is failing consumers by impeding the competitive
market's generatiorll of benefits for consumers.

Attached is ian issues paper summarizing the recent letters from the California
industries, and the ~~vidence on the record before the FCC in the California proceeding.
As CTIA has argu~d -- and continues to argue -- the California PUC has failed in four
critical respects.

• The California IPUC has failed consumers by maintaining higher prices and slowing
their decline.

• The CaliforniaiPLT has failed consumers by restricting output.

• The Californiai PUC has failed consumers by impeding competition and restricting
choice.

• Most importaqtly. from the FCC's standpoint, the California PUC has failed to meet
the statutory ajld regulatory test established for granting exemption from preemption
of state regulaHon.

Given the~e critical failures, the California PUC's rules must be preempted in
accord with the Cbngressional intent and consumer interest.

If you have any questions in this regard, please contact the undersigned.

Very truly yours,

~Ydl--L--_
.Randall S. Coleman

Attachments
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March 20, 1995

Commissioner Susan Ness
Federal Communications Commission
1919 M Street, N. W.
Washington, D.C. 20554

Re: PR Docket No. 94-105 - California PUC
Petition For Exemption from Preemption

Dear Commissioner Ness:

Building The
Wireless Future

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, NW.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax
202-736-3256 Direct Dial

Randall S. Coleman
Vice President for
Regulatory Policy and Law

The FCC willl soon resolve petitions to maintain or exercise regulatory
jurisdiction over ceiliular and other wireless services filed by the California Public Utility
Commission (CPUC) and seven other state regulatory authorities. Over the last week,
CTIA provided to tile FCC the results of a recent poll showing that California consumers
are aware of the superiority of competition over regulation of competitive markets,? and
drew your attention to the bipartisan consensus in the California Assembly and Senate
which agrees that "!:C]PUC regulation has resulted in higher rates for cellular services and
contributed to grea~er government expenditures. Continued rate authority by the [C]PUC
over this dynamic industry will result in less investment, less jobs and a less robust
market."g

In fact, this consensus is growing, with a broad range of service providers,
manufacturers, and retailers concluding that continued regulation of cellular rates is not in
the best interest of I;;onsumers, businesses or the economy. In particular, the American
Electronics Associ~ltion, the California Manufacturers Association, the California
Retailers Association and the California Chamber of Commerce have all gone on record
strongly opposing the CPUC's petition to regulate cellular service rates.

7 See, CTIA's California Issues Paper No.1, "Californians Give a wake up call to State Regulators-
Cellular Users Say "No" to State Cellular Regulation, filed March 10, 1995, in PR Docket No. 94-105.
8 See CTIA's California Issue Paper No.2, "California Legislators Oppose Regulation of Wireless -- Urge
FCC to Reject CalifoI11ia PUC Petition to Regulate, filed March 14, 1995, in PR Docket No. 94-105.



As these as~;ociations and their members recognize, the CPUC's rate regulations
themselves interfer~~ with the competitive marketplace. Delays in service offerings,
slower declines in ~ffective prices, and lower subscribership can all be traced to the
CPUC's regulation$. These regulations already harm consumers. The CPUC's proposal
of an even more intlrusive regulatory regime -- in addition to deviating from the petitions
allowed under the Omnibus Budget Reconciliation Act's narrow exception -- also
threatens consumer welfare, as well as thousands ofjobs, and jeopardizes billions in
investment and significant trade benefits.

Industry, cOllsumers, and legislators all recognize that the CPUC bears the heavy
burden of proving dlat regulation is required because of market failure. The CPUC has
failed to make this ~howing. Indeed, the CPUC's evidence supports the opposite
conclusion -- that it is the CPUC which is failing consumers by impeding the competitive
market's generation of benefits for consumers.

Attached is elm issues paper surnnIarizing the recent letters from the California
industries, and the elvidence on the record before the FCC in the California proceeding.
As CTIA has argued -- and continues to argue -- the California PUC has failed in four
critical respects.

• The California plUC has failed consumers by maintaining higher prices and slowing
their decline.

• The California PUC has failed consumers by restricting output.

• The California PUC has failed consumers by impeding competition and restricting
choice.

• Most importantly, from the FCC's standpoint, the California PUC has failed to meet
the statutory andlregulatory test established for granting exemption from preemption
of state regulation.

Given these o:ritical failures, the California PUC's rules must be preempted in
accord with the Congressional intent and consumer interest.

If you have ally questions in this regard, please contact the undersigned.

Very truly yours,

~-
Randall S. Coleman

Attachments
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March 20, 1995

Commissioner James H. Quello
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Re: PR Docket No. 94-105 - California PUC
Petition For Exemption from Preemption

Dear Commissioner Quello:

Building The
Wireless Future

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, NW.
Suite 200
Washington, D.C. 20036
202·785·0081 Telephone
202·785·0721 Fax
202·736·3256 Direct Dial

Randall S. Coleman
Vice President for
Regulatory Policy and Law

The FCC will soon resolve petitions to maintain or exercise regulatory
jurisdiction over cellular and other wireless services filed by the California Public Utility
Commission (CPUC) and seven other state regulatory authorities. Over the last week,
CTIA provided to the FCC the results of a recent poll showing that California consumers
are aware of the superiority of competition over regulation of competitive markets,9 and
drew your attention to the bipartisan consensus in the California Assembly and Senate
which agrees that "Tc]PUC regulation has resulted in higher rates for cellular services and
contributed to greater government expenditures. Continued rate authority by the [C]PUC
over this dynamic industry will result in less investment, less jobs and a less robust

k t
,,10mar e.

In fact, tlhis consensus is growing, with a broad range of service providers,
manufacturers, and retailers concluding that continued regulation of cellular rates is not in
the best interest of consumers, businesses or the economy. In particular, the American
Electronics Associlltion, the California Manufacturers Association, the California
Retailers Association and the California Chamber of Commerce have all gone on record
strongly opposing the CPUC's petition to regulate cellular service rates.

9 See, CTIA's Califomlia Issues Paper No. I, "Californians Give a wake up call to State Regulators-
Cellular Users Say "No" to State Cellular Regulation, filed March 10, 1995, in PR Docket No. 94-105.
10 See CTlA's California Issue Paper No.2, "California Legislators Oppose Regulation of Wireless -- Urge
FCC to Reject Califonllia PUC Petition to Regulate. filed March 14, 1995, in PR Docket No. 94-105.



As these aSl;ociations and their members recognize, the CPUC's rate regulations
themselves interfere with the competitive marketplace. Delays in service offerings.
slower declines in Hfective prices, and lower subscribership can all be traced to the
CPUC's regulationls. These regulations already harm consumers. The CPUC's proposal
of an even more intrusive regulatory regime -- in addition to deviating from the petitions
allowed under the (Dmnibus Budget Reconciliation Act's narrow exception -- also
threatens consumer welfare, as well as thousands of jobs, and jeopardizes billions in
investment and sigllificant trade benefits.

Industry, ccl1nsumers, and legislators all recognize that the CPUC bears the heavy
burden of proving that regulation is required because of market failure. The CPUC has
failed to make this showing. Indeed. the CPUC's evidence supports the opposite
conclusion -- that it is the CPUC which is failing consumers by impeding the competitive
market's generatioll of benefits for consumers.

Attached is an issues paper summarizing the recent letters from the California
industries, and the I~vidence on the record before the FCC in the California proceeding.
As CTIA has argueld -- and continues to argue -- the California PUC has failed in four
critical respects.

• The California PUC has failed consumers by maintaining higher prices and slowing
their decline.

• The California PUC has failed consumers by restricting output.

• The California PUC has failed consumers by impeding competition and restricting
choice.

• Most importan~ly, from the FCC's standpoint, the California PUC has failed to meet
the statutory and regulatory test established for granting exemption from preemption
of state regulatilon.

Given thesG: critical failures, the California PUC's rules must be preempted in
accord with the COlngressional intent and consumer interest.

If you have any questions in this regard. please contact the undersigned.

Very truly yours,

~?~SG{-_..c
Randall S. Coleman

Attachments
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California Indus!try Speaks Out Against CPUC Regulation of Cellular Rates

A broad ran~:e of service providers, manufacturers and retailers in California are
going on the record,1 urging FCC Chairman Reed Hundt and his fellow commissioners to
reject the Californial PUC' s petition, concluding that continued regulation is not in the
best interest ofCal~fornia's consumers, businesses or its economy.

The Americ<:~. Electronics Association, Orange County Council, (AEA) voted on
February 15,1995, to go on record opposing the CPUC's petition, arguing that "the State
PUC is micro-man Ilging the cellular business and creating an environment that is
anti-competitive.,,1 The AEA has properly stressed that "the burden should be on the
state to prove contt.nued regulation of an industry is required because market
conditions fail to p ovide subscribers or customers with adequate protections." In
fact, the competitivt~ market has not failed in California. It is the CPUC's own rate
re~u1ation of cellul* in California that has created higher costs to end users and has
hampered competitilon in Ca1ifornia.2

As the AEAI. other industry groups, and legislators emphasize by their opposition
to state cellular rate Iregulation, the CPUC does not speak for the businesses and
consumers in Calif~mia, or for the state of California. These groups recognize and
strongly defend full Iand unfettered competition as the best servant of the consumer
interest.

Jobs are a1scl. the issue! The California Manufacturers Association (CMA)
strongly opposed thle CPUC's petition, noting the thousands of direct cellular industry
jobs at stake, plUS thousands more related to sales, equipment manufacturing and research
in California. Thel CMA observed that many manufacturers and software providers have
benefited from the 40mmercial application of cellular research and technology, creating
or preserving jobs ~vhich might otherwise have been lost. As the CMA emphasized, the
contributions ofthel wireless industry in California include not only more than $3 billion
in investment, and tlhousands ofjobs, but also significant trade benefits.

Adding to t

1
1e growing list of opponents to the CPUC petition is the California

Retailers Associati n. This group, representing a broad retail membership with
approximately $70 billion in annual sales and more than 4,000 individual store locations,
has urged the FCC ito reject the CPUC petition, emphasizing that "an open, competitive

-------1----
I The AEA is the large t technology trade group in the U.S.. representing more than 1,600 companies in
California and over 3,000 companies nationwide including software, telecommunications, system
integration and semico 1ductor flnns.
2 In voting to oppose the PUC petition, the AEA noted that the types of damage caused by PUC regulation
includes such aberrations as often making it more cost effective for very low frequency users of cellular "to
sign up for cellular se~fice in a different state and use the phone in California on a roaming basis with an
overall lower cost than if the customer had signed up for regular service in California."
3 See Letter from Willi un Campbell, President, California Manufacturers Association, to Reed Hundt,
Chairman, FCC, dated March 6,1995.



market ... best predl~:ts to deliver low cost service to the consumer" and that
"deregulation willIe .d to greater penetration by the industry, which will benefit all users
and the population as a whole.,,4

The califorlllt Chamber of Commerce, too, has joined in opposing the CPUC
pe~ition,. and pr~ising the contributions of ~ell~~arcompanies to the state economy "in
spIte of Ill-consldere i and harmful regulatIOn.

Continued r~lte regulation of cellular in California -- and the prospect of
more intrusive reg~lationsunder the CPUC's expansive request -- threatens these
benefits.

Key Legislators ,(Join In Urging FCC to Reject CPUC Petition

The consens IS opposing the CPUC's petition includes a broad range of service
providers, retailers, manufacturers, consumers, economists and important political
players. For exam Ie, a bipartisan group oflegislators in the California Assembly and
Senate wrote to FCC Chairman Reed Hundt on March 7, 1995, urging the FCC to reject
the California PUC' petition to regulate the competitive wireless industry.

Led by Mic:ey Conroy and Diane Martinez, Chair and Vice-Chair of the
California Assembly's Utilities and Commerce Committee, and State Senator Jim Costa,
45 of California's I :gislators wrote "the competitive wireless marketplace, marked by
the entry of multi ,Ie new licensees, provides a far better mechanism for delivering
quality services an lower prices than the cumbersome regulatory process."

This broad

e
(.ross-section ofthe California legislature agreed that "PUC

regulation has res Ilted in higher rates for cellular services and contributed to
greater governme t expenditures. Continued rate authority by the PUC over this
dynamic industry. ill result in less investment, less jobs, and a less robust market."

Most Californi~lDsOppose State Regulation

These servi~:e providers, retailers, manufacturers, and legislators are more in touch
with consumers th~n the California PUc.

• Sixty-three pe~:"cent of Californians say the state should not regulate such new high
technology in lustries as mobile communications, preferring to rely on competition
instead of reguation to ensure customer benefits.

4 See Letter from Bill Dombrowski, President, California Retailers Association, to Reed Hundt, Chainnan,
FCC, dated March 15 1995.
5 See Letter from Allan Zaremberg, California Chamber of Commerce, to Reed Hundt, Chainnan, FCC,
dated March 7, 1995.
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• Sixty-nine perc:nt of cellular phone users feel that since there is competition in
new high techn ,Iogy industries, government should not spend taxpayer money to
interfere with t le free market, unless there is a very serious problem, according to a
new statewide pdll by Public Opinion Strategies.6

This demon~itrates that cellular consumers have a keen awareness of the
relative merits of cqmpetition and regulation, and endorse competition and the free
market as the best ~)rovider of high technology services and products.

~;overnmentShould Not Spend Taxpayer Money
to InteJ1ere with the Free Market in High Technology Industries

69%

to%
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0%
Deregulate

Regulations HuJrt Consumers

Regulate Don't Know

Consumers,!manufacturers, retailers, service providers, economists and state
legislators all recogjuze that state regulation of the wireless industry harms consumers by
diverting resources !from customer service and product innovation. Instead ofcompeting to
satisfy consumers, (I:ompanies are forced to compete for the attention and approval of
regulators.

In 1993, Cor-gress acted to change this dynamic by amending the Communications
Act to preempt rate Iregulation by states and return the competitive contest to the
marketplace. congl'ress created a narrowly-tailored exception to the law, permitting states to
continue to regulate rates, provided they could demonstrate to the FCC that the com?etitive
marketplace was fatting to serve consumers. This exception is now being mis-used.

-------1----
6 Public Opinion Strat~:gies completed a survey of 500 registered voters in the state of California on
February 26·27, 1995.' The survey has a margin of error of 4.38 percent in 95 out of 100 cases.
7 Congress provided ~11at states that regulated cellular on June 1, 1993, might petition for authority "to
continue exercising a~thority over such rates" and to continue such "existing" regulations during the
pendency of its petitioin.
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The Califorlnia PUC, for one, has applied to continue its rate regulations, even
though the evidence shows that those regulations harm -- not help -- consumers.
Moreover, although the statute permits application to continue regulations in effect on June
1, 1993, the California PUC has asked for an "extension" of regulatory authority during
which it will apply a new and more intrusive regulatory system than it previously applied,
after which it will determine whether to continue to apply its new system or apply yet
another regulatory regime. The CPUC's request is llill permissible under the statute.

The California PUC's proposals, and its analysis of market events, ignore the
widely-recognized facts that California has the highest cellular prices and the lowest cellular
penetration of any s~lte as a direct result of its regulations. Legislators, manufacturers,
and service providelrs all recognize that the California PUC is the primary obstacle to
competition. In fact, the California PUC's own filings with the FCC show that competitive
market forces are working to produce lower prices. Competitive benefits in the form of
lower effective prices: and more attractive service plans have followed each incremental
relaxation of state regulation. But the California PUC has failed to recognize the
relationship between its own regulations and effective prices, and it continues to harm
consumers by delaying or preventing rate reductions, promotional offerings, and new
service offerings.

The fact that California's effective rates have been declining is widely recognized.
The American Electronics Association and the California Manufacturers Association have
both joined in recogruzing that CJifornia's rates have declined -- but that rates decline
further and faster in states which do not regulate.

Indeed, as Professor Jerry A. Hausman, MacDonald Professor of Economics at
MIT, has observed, the sequence of events in the real world proves that regulation leads
to higher prices, and not the other way around. Unregulated markets, over time, have
produced greater pricl~ declines than regulated markets. The removal of regulation in
Massachusetts provided a dramatic example of this contrast, when rates fell 12.41 percent
in Boston between January and November 1994. compared with rates in Hartford.
Connecticut. which fell only 2.74 percent over the same period.

8

The fact is: tile competitive market is working to reduce effective prices, and
the principal obstacles to such price declines are the PUC's own misguided
regulations.

State Regulation )4'orces Customers to Pay Higher Rates

Professor Hausman has found that cellular prices are consistently five to 15
percent higher in states which regulate cellular compared with states which do not

8 Jerry A. Hausman, "The (,:ost of Cellular Telephone Regulation," filed March 13, 1995, in PR Docket No.
94-105, by AirTouch Communications, at 18.
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regulate cellular service, based on econometric analysis.9 Indeed, a simple comparison of
cellular rates in regulated and unregulated markets demonstrates that higher monthly service
prices are the result of regulation. Among the top 10 MSAs, the average regulated price per
month (for 160 minUites of use) is $98.10, while the average unregulated price is $70.59.
That is a difference of 39 percent. A stricter economic analysis indicates that rates are 15
to 17 percent higher in these markets as a result of regulation, when all other factors are
taken into account.

State Regulation Slows Subscriber Growth

Professor Hausman has also found that subscribership to cellular is higher in
unregulated states tban in regulated states. Moreover, by analyzing changes between
1989 and 1993, Professor Hausman has also found that subscribership grew by an average
of32.6 percent in unregulated states, compared with subscriber growth of28.2 percent in
regulated states. The main reason for lower subscribership and slower growth in regulated
states is simply the higher prices produced by regulation. Congress never expected a
petitioner to favor regulations which lead to both higher prices and lower subscribership,
and the FCC should not grant such a request.

The California R.~gulatorsDon't Meet Their Burden

In the Omnibus Budget Reconciliation Act of 1993, Congress required that any state
wishing to regulate ratles must demonstrate that such regulation is necessary to protect the
public interest -- and that the marketplace fails to protect consumers from unjust and
unreasonable rates or practices. California's regulators fail to meet that statutory and
regulatory test.

Competition is. working in California, but the PUC itself is responsible for slowing
the decline in rates and denying consumers the greater benefits of competition available in
deregulated states. There is no market failure there is regulatory failure -- the CPUC's
regulations are working against the interests ofCalifornian consumers. The PUC is out of
touch and out of step with consumers, service providers, manufacturers, legislators and
Congress. The California PUC's regulations must be preempted both to fulfill the law
and to meet consumers' needs.

9 Affidavit of Jerry A. Hausman, filed September 19, 1994, in PR Docket No 94- I05, by AirTouch
Communications.
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CALIFOIRNIA CHAMBER of COMMERCE
"'~I~' 7.~RI \111111[.
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March 7, 1995

Reed Hundt. Chajr~lan
Federal Communications Commission
1919 M Street, NW, Room 814
Washington D.C. 2 )S!4

Dear Chairman HU~ldt:

The California Chll'ber of Commerce 5\rOnal)' urges you lO reject the petition of the
California Public Utilities Commission to continue the nadon's strictese relulation over
california's cellular lndulu)'. We believe thal such continued resulation is not In the
besl interest of Cali 'ornil" c:on5umers. and its economy.

California's cenUla~r.ndustry has been I tremendous boon to the state in Ipite of lll·
considered and har ful relulation. California is such an ideaJl)' mobile state that it
should be the Jeade' in cenular communications and technology. W. are concerned the
state and its consu :efS will be denied the full benefits of vigorous competition by this
needless regulation.

Continued relulation is even more questionable in light of new wir.lesl competitors soon
to come to each market in large pan as a result of the fCC's broadband auction thaI il
nearing completion.!

california's PUbUC~JdJhieS Commission represents only one opinion in tb.e state of
California. We str nil)' urge you to reject California's petition to allow for fun an4
unfettered competition for California's cellular industry.

Sincerely,. .
" / I ......",

LJJ..'~' --?:1~
Allan Zar~rg

AZ:dl



Reed Hundt
March 7, 1995
Page 2

c:c: Commissioner James H. QueUo
Commiuioner Andrew C. Barren
'Commlssioner Susan Ness
The Honorabll: Pete Wilson. Oovernor
Bob White. CJllief of Staff
George Dunn, Deputy Chief of Staff
Congressman Christopher Cox
Congressman Carlos Moorhead
Congresswom~n Anna £Shoo
CongreS5man Jfenry Waxman
~ngTcI5m.n Brian Bilbray
Stephen E. Carlson. Cellular Carriers Assoc. of CA



March lS, 1995

: ; ; : . '.r: Reed Hlndt, Cha1:man
California Federal Communications Commission
Manufacturers 1919 M treet, NW
Association Washin ton, D.C. 20554

William CampbellDear C~,airmanHundt
:sldenr

We are +mUng to urge the Commission to reject the California Public Utilities
Comm~sion'spetition to conti:n::.e rcgulatin; cellular rates.

In the mtdlt of the reeent recession, de/eN. cutbada;, and business flight Itom
Californ a, the state's cellular industry stood out like a diamond in the rough.
Cellular !phone! becilme one of the fastest growing consumer products in
history, .With annual growth rates reaching 45 percent, California has, and will
cont1nu~ to benefit handsomely from the industry'. product1vlly,

Howe~v~, despite the economic boost that cellular has brought the state, the
Californi Public Utilities Commission imposes the country's strictest cellular
regulati n. The California Manufacturers Association is especially sensitive to
any re atory encroachments that might damage an emerging Industry.

Consider! some of the cellular's benefits to California:

NO Nlnt'" Street
Slolite 2200
S.~Olme"tQ CA
958"·27~2

(916j441'S420
FAX(;18)447·g401

•

•

•

•

~
. e state's cellular camers alone account for nearly 5,000 Jobs.

Countless other jobs are provided by the industry to eqUipment
,anufacturers, researchers, the computer industry and construction
~ntrac:tors.

~
&l\Y of the ,tat.', c!efenae contractor., Includins TRW, HuShes,

A aalt & Lora! have toW'\d ~l1ulat restateh and technology
ve10pment to be a valuable means of staying competitive and

p eventinglayoffs.

Ti1,e industry has made almost 53 billion in capital investments.

~
d by California's. wireless fums, cellular telephones and technology

u. fast becoming internationally omnipresent, providing a balance of
tr ~de that tips strongly in California's and the country's Ea.vor.



Reed Hundt, Chairman
Pagel two
Maroh 6, 1995

Und~r the context of these benefits, the fact that cellular rates are dropping and
the il1.dustry is betoming more competitive, it is very difficult to understand
why ~:alifomia's PUC wants to rontinua string~t regulations on c:ellular.

!he ~urposeof regulation is to protect customers from monopoly power.
Cellullar phones are a great means of communication, but they are certainly not
the n~essity that electricity, gas, or even landline phones are. Indeed, cellular
only ~as seven percent market penetration in California, lass than most other
states Idue in large part to stit1ing regulation.

We u~ge you to reject the California Public Utilities Commission's petition. It
will a low competition to flourish in California's cellular industry and prOVide
benefits to California's businesses and dtizeN.

Sincerlely,

WC:jir

C: CO=:misSioner James H. Quello
Co sioner Andrew C. Barrett
Commissioner Susan Ness

bc:Ma,sle Wilderotter, McCaw/Cellular One, Immediate Put President,
CCJ\C
Brian I<ldney, AlrTouc:h Communications, President, CCAC
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t
' R••~HUn~~, Chai.man

F. *~.l a.O~Un1cationS commiasion
11 i H S1l:re.t, NW
Wa hinqtdtn, D.C. 20554

Dear Cha~,rman Hundt I

The California Retailera A850clatLon u~.. th.
eomm1ssi~n to rejeot the California Public Uel1itle8
Co~iS5iqn'~ p9tit1on to continue r.gu1atln; the state'.
cellular industry.

OUr association believ•• that an open, oOJDpetitiva
mai'ket, Witch 1. qu1ekly b.comini more 80 w1tb tn. ent%'anoe
ot~acld1t1 nal mobll ••rvie8a, bea1: predicts to deliver low
cOit ••rv ee to the consumer. In acidition, we believe thelt
de .;-Ulatiion will lead to greater p~~tr~t.1on by tAe
in ustry, which will benefit all use~. and the pcpulation
as! a wholli.

Th6 california Retailers Association repJ;:esent.. _
b~~~4 bastd ~roup ot m.jo~ ~eta11er., Inclu4ing department
ani spQo.alty store!!, qrooery $t.ot'O.. o.n4 t;ho.in ~i
at res. dur members represent approximately $70 billion in
~n qal .al.. an4 mora thah .,000 individual store
10 ationa ..

sincerely,

tttZ..h~
Bill DOBrowski
President

WEDtjm


