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WMissing Data and Self Selection in Large Panels, Wwith Z. Griliches and B.H. Hall, Harvard Economics
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1977; Annales de I'INSEE, April 1978.

"Stratification on Endogenous Variables and Estimation," with D. Wise, J.F. Kennedy School Working Paper,
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C. Manski and D. McFadden, MIT Press, 1981.

WLes models probit de choix qualitatifs, W(wAItemative Conditional Probit Specifications for qualitative Choice.")
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WThe Econometrics of Labor Supply on Convex Budget Sets, WEconomic Letters, 1979.

wPanel Data and Unobservable Individual Effects, Wwith W. Taylor, MIT Working Paper 225; Econometrica 49,
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WComparing Specification Tests and Classical Tests, Wwith W. Taylor, August 1980, Economic Letters, 1981.

WThe Effect of Time on Economic Experiments, Winvited paper at Fifth World Econometrics Conference, August
1980; in Advances in Econometrics, ed. W. Hildebrand, Cambridge University Press, 1982.

"Sample Design Considerations for the Vermont TOO Use Survey," with John Trimble, Journal of Public Use
Data, 9, 1981.

Wldentification in Simultaneous Equations Systems with Covariance Restrictions: An Instrumental Variable
Interpretation, Wwith W. Taylor, December 1980; Econometrica, 1983.

WStochastic Problems in the Simulation of Labor Supply," presented at NBER conference, January 1981; in Tax
Simulation Models, ed. M. Feldstein, University of Chicago Press, 1983.

"The Design and Analysis of Social and Economic Experiments," invited paper for 43rd International Statistical
Institute Meeting, 1981; Review of the lSI.

WSpecification and Estimation of Simultaneous Equation Models," in Handbook of Econometrics, ed. Z.
Griliches and M. Intriligator, vol. I, 1983.

"Full-Information Estimators,· in Kotz-Johnson, Encyclopedia of Statistical Science,vol. 3, 1983

wInstrumental Variable Estimation," in Kotz-Johnson, Encyclopedia of Statistical Science, vol. 4, 1984
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and B. Hall, NBER Working Paper, August 1981; Econometrica, 1984.

"The Econometrics of Nonlinear Budget Sets," Fisher-Shultz lecture for the Econometric Society, Dublin:
1982; Econometrica, 1985.

"The J-Test as a Hausman Specification Test," with H. Pesaran, November 1982; Economic Letters, 1983.

"Seasonal Adjustment with Measurement Error Present," with M. Watson, May 1983; Journal of the American
Statistical Association, 1985.

"Efficient Estimation and Identification of Simultaneous Equation Models with Covariance Restrictions, " with
W. Newey and W. Taylor, October 1983; Econometrica, 1987.

"Technical Problems in Social Experimentation: Cost Versus Ease of Analysis," with D. Wise, in Social
Experimentation, ed. 1. Hausman and D. Wise, 1985.

"Errors in Variables in Panel Data, " with Z. Griliches, Journal of Econometrics, 1986.

"Specifying and Testing Econometric Models for Rank-Ordered Data," with P. Ruud; Journal of Econometrics,
1987.

"Semiparametric Identification and Estimation of Polynomial Errors in Variables Models," with W. Newey, J.
Powell and H. Ichimura, 1986, Journal of Econometrics, 1991.

"Flexible Parametric Estimation of Duration and Competing Risk Models, " with A. Han, November 1986,
revised January 1989, Journal of Applied Econometrics, 1990.

"Consistent Estimation of Nonlinear Errors in Variables Models with Few Measurements," with W. Newey and
J. Powell, 1987.

"Nonlinear Errors in Variables: Estimation of Some Engel Curves," Jacob Marschak Lecture of the
Econometric Society, Canberra 1988, forthcoming in Journal of Econometrics.

"Optimal Revision and Seasonal Adjustment of Updated Data: Application to Housing Starts, " with M. Watson.
Journal of the American Statistical Association Proceedings, 1991.

"Seasonal Adjustment of Trade Data,' with R. Judson and M. Watson, edt R. Baldwin, Behind the Numbers:
U.S. Trade in the World Economy, 1992.

"NoDparametric Estimation of Exact Consumers Surplus and Deadweight Loss,' with W. Newey, 1990, revised
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December 1993.



-5-

PUBLICATIONS cont.:
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School Working Paper, July 1977; Review of Economic Studies, 1980.

"The Effect of Taxation on Labor Supply: Evaluating the Gary Negative Income Tax Experiment," with G.
Burtless, October 1977; Journal of Political Economy, December 1978.

"AFDC Participation - Permanent or Transitory?," delivered at NBER-NSF Conference, August 1978; in
Papers from the European Econometrics Meetings, ed. E. Charatsis, North Holland: 1981.

"The Effect of Wages, Taxes, and Fixed Costs on Women's Labor Force Participation, " March 1979; presented
at SSRC-NBER Conference on Taxation, Cambridge, England: June 1979; Journal of Public Economics,
October 1980.

"The Effect of Taxes on Labor Supply, " presented at Brookings Conference, October 1979; published in How
Taxes Affect Economic Behavior, ed. H. Aaron and J. Pechman, Brookings: 1981.

"Income and Payroll Tax Policy and Labor Supply," presented at St. Louis Fed. conference, October 1980; in
The Supply Side Effects of Economic Policv, ed. G. Burtless, St. Louis: 1981.

"Individual Retirement Decisions Under an Employer-Provided Pension Plan and Social Security," with G.
Burtless, Journal of Public Economics, 1982.

"Individual Retirement and Savings Decisions," with P. Diamond, October 1981; presented at SSRC-NBER
Conference on Public Economics, Oxford: June 1982; Journal of Public Economics, 1984.

"Retirement and Unemployment Behavior of Older Men," with P. Diamond, presented at Brookings Conference
on the Aged, November 1982; in H. Aaron and G. Burtless, Retirement and Economic Behavior,
Brookings: 1984.

"Tax Policy and Unemployment Insurance Effects on Labor Supply," May 1983; in Removing Obstacles to
Economic Growth, ed. M. Wachter, 1984.

"Family Labor Supply with Taxes," with P. Ruud, American Economic Review, 1984.

"Social Security, Health Status and Retirement," with D. Wise, in Pensions, Labor, and Individual Choice, ed.
D. Wise, 1985.

"The Effect of Taxes on Labor Supply," January 1983; in Handbook on Public Economics, ed. A. Auerbach
and M. Feldstein, 1985.

"Choice Under Uncertainty: The Decision to Apply for Disability Insurance,' with 1. Halpern. Journal of
Public Economics, 1986.
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"Household Behavior and the Tax Reform Act of 1986," with J. Poterba, October 1986; Journal of Economic
Perspectives, 1987, also published in French in Annales D'Economie et de Statistigue, 1988.

"Involuntary Early Retirement and Consumption," with L. Paquette, ed. G. Burtless, Economics of Health and
Aging, 1987.

"Income Taxation and Social Insurance in China," in Sino-U.S. Scholars on Hot Issues in China's Economy,
1990.

"On Contingent Valuation Measurement of Nonuse Values," with P. Diamond, in Contingent Valuation: A
Critical Appraisal, ed. J. Hausman, 1993.

"Does Contingent Valuation Measure Preferences? Experimental Evidence," with P. Diamond, G. Leonard, M.
Denning, in Contingent Valuation: A Critical Appraisal, ed. J. Hausman, 1993.

"Contingent Valuation: Is Some Number Better than No Number?" with P. Diamond, December 1993,
forthcoming in Journal of Economic Perspectives.

m. Applied Micro Models

"Project Independence Report: A Review of U.S. Energy Needs up to 1985," Bell Journal of Economics,
Autumn 1975.

"Individual Discount Rates and the Purchase and Utilization of Energy Using Durables," MIT Energy
Laboratory Working Paper, January 1978; Bell Journal of Economics, Spring 1979.

"Voluntary Participation in the Arizona Time of Day Electricity Experiment, " with D. Aigner, May 1978;
delivered at EPRI Conference on Time of Day Pricing, June 1978; in EPRI Report, Modeling and Analysis
of Electricity Demand by Time of Day, 1979; Bell Journal of Economics, 1980.

"A Two-level Electricity Demand Model: Evaluation of the Connecticut Time-of-Day Pricing Test, " delivered
at EPRI Conference on Time of Day Pricing; with D. McFadden, in EPRI Report, Modeling and Analysis
of Electricity Demand by Time of Day, 1979; Journal of Econometrics, 1979.

"Assessing the Potential Demand for Electric Cars," with S. Beggs and S. Cardell, presented at EPRI
Conference, November 1979; Journal of Econometrics, 1981.

"Assessment and Validation of Energy Models, " presented at ErA-NBS conference on Energy Models, May
1980; in Validation and Assessment of Energv Models, ed. S. Gass, Washington: Department of
Commerce, 1981.

"Exact Consumer Surplus and Deadweight Loss, " working paper 1979, American Economic Review, 71, 1981.

"Appliance Purchase and Usage Adaptation to a Permanent Time of Day Electricity Rate Schedule," with J.
Trimble, August 1983; Journal of Econometrics, 1984.
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"Evaluating the Costs and Benefits of Appliance Efficiency Standards," with P. Joskow, MIT Energy Lab
Working Paper, MIT-EL82005WP; American Economic Review, 72, 1982.

"Information Costs, Competition and Collective Ratemaking in the Motor Carrier Industry, " presented at
Conference On Consensual Decision Making, American University, August 1982; American University Law
Review, 1983.

"An Overview of IFFS," presented at EIA-NBS Conference on Energy Models, August 1982; in Intennediate
Future Forecasting System, ed. S. Gass et a1., Washington: 1983.

"Choice of Conservation Actions in the AHS," November 1982; in Energy Simulation Models, ed. R. Crow,
1983.

"Patents and R&D: Searching for a Lag Structure, " with B. Hall and Z. Griliches, in Actes du CoIlOQue
Econometrie de la Recherce. Paris: 1983.

"The Demand for Optional Local Measured Telephone Service." in Adjusting to Regulatorv. Pricing and
Marketing Realities, East Lansing: 1983.

"Patents and R&D: Is There a Lag?: with B. Hall and Z. Griliches, 1985; International Economic Review,
1986.

"Price Discrimination and Patent Policy," with 1. MacKie-Mason, Rand Journal of Economics, 1988.

"Residential End-Use Load Shape Estimation from Whole-House Metered Data," IEEE Transactions on Power
Systems, 1988 (with I. Schick. P. Vsoro, and M. Ruane).

"Competition in Telecommunications for Large Users in New York," with H. Ware and T. Tardiff,
Telecommunications in a Competitive Environment, 1989.

"Innovation and International Trade Policy" Oxford Review of Economic Policy, 1988 (with
J. MacKie-Mason).

"The Evolution of the Central Office Switch Industry," with W. E. Kohlberg, 1987; in ed. S. Bradley and J.
Hausman, Future Competition in Telecommunications, 1989.

"Future Competition in Telecommunications," 1987; ed. S. Bradley and J. Hausman, Future Competition in
Telecommunications, 1989.

"Joint Ventures. Strategic Alliances and Collaboration in Telecommunications, " presented at International
Conference on Joint Ventures in Telecommunications, October 1989, Regulation, 1991.

"An Ordered Probit Model of Intra-day Securities Trading," with A. Lo and C. MacKinlay, Journal of Financial
Economics, 1992.

"A Proposed Method for Analyzing Competition Among Differentiated Products," with G. Leonard and J.D.
Zona, Antitrust Law Journal, 60, 1992.
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PUBLICATIONS cont.:

"A Utility-Consistent Combined Discrete Choice and Count Data Model: Assessing Recreational Use Losses
Dlle to Natural Resource Damage,· with G. Leonard and D. McFadden, October 1992, Journal of Public
EcononUcs, 56, 1995.

"Global Competition and Telecommunications," in Bradley, et aI., ed., Globalization, Technology and
Competition, 1993.

"The Bell Operating Companies and AT&T Venture Abroad and British Telecom and Others Come to the US,"
presented at Harvard Business Conference on International Telecommunications, 1991, in Bradley, et al.,
ed., Globalization, Technology and Competition, 1993.

"Competitive Analysis with Differentiated Products," with G. Leonard and D. Zona, September 1992,
forthconring in Annales, D'EcononUe et de Statistigue.

"The Effects of the Breakup of AT&T on Telephone Penetration in the US," with T. Tardiff and A. Belinfante,
American EcononUc Review, 1993.

"Proliferation of Networks in Telecommunications," ed. D. Alexander and W. Sichel, Networks, Infrastructure,
and the New Task for Regulation, University of Michigan Press, forthcoming 1995.

"The Effect of Superstars in the NBA: Economic Value and Policy," with G. Leonard, mimeo May 1994.

"Valuation of New Goods Under Perfect and Imperfect Competition," MIT Working Paper, June, 1994.

"Cellular Telephone: Competition and Regulation," mimeo, June 1994.

"Competition in Long Distance and Equipment Markets: Effects of the MFJ," 1994, forthcoming in Journal of
Managerial and Decision EcononUcs, 1995.

"The Cost of Cellular Telephone Regulation, • mimeo, 1995.

JOINT REPORTS, TESTIMONY, AND BOOKS:

"Project Independence: An Economic Analysis,· Technology Review, May 1974.

"The FEA's Project Independence Report: Testimony before Joint Economic Committee," U.S. Congress,
March 18, 1975.

"The FEA's Project Independence Report: An Analytical Assessment and Evaluation," NSF Report, June 1975.

"Energy Demand in the ERDA Plan.· with D. Wood, Energy Laboratory Report, August 1975.
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JOINT REPORTS, TESTIMONY, AND BOOKS coot.:

"A Note on Computational Simplifications and Extensions of the Conditional Probit Model, " EPRI report on
choice models, September 1977.

"Labor Supply Response of Males to a Negative Income Tax," Testimony for U.S. Senate Finance
Subcommittee on Public Assistance, November 22, 1978.

"Appliance Choice with Time of Day Pricing, " Energy Laboratory Report, January 1980.

"Discrete Choice Models with Uncertain Attributes," Oak Ridge National Laboratories Report, January 1980.

"Individual Savings Behavior, " with P. Diamond, Report to the National Commission on Social Security, May
1980.

"Wealth Accumulation and Retirement, " with P. Diamond, Report to the Department of Labor, May 1982.
"A Review of IFFS," Report to the Energy Information Agency, February 1982.

"A Model of Heating System and Appliance Choice," with J. Berkovec and J. Rust, December 1983.

"Labor Force Behavior of Older Men After Involuntary Job Loss," with L. Paquette, Report to Department of
Health and Human Services, December 1985.

"Pollution and Work Days Lost," with D. Wise and B. Ostrow. NBER Working Paper, January 1984; Revised
1985.

"Demand for Interstate Long Distance Telephone Service," with A. Jafee and T. Tardiff, November 1985.

"Competition in the Information Market 1990", August 1990.

The Choice and Utilization of Energy Using Durables, ed. J. Hausman, Palo Alto: EPRI, 1981.

Social Experimentation, ed. J. Hausman and D. Wise, Chicago: 1985.

Future Competition in Telecommunications, ed. S. Bradley and J. Hausman, Harvard: 1989.

Contingent Valuation: A Critical Appraisal, ed. J. Hausman. North Holland. 1993.

Globalization. Technology and Competition, ed. S. Bradley, J. Hausman, R. Nolan, Harvard 1993.

"The Welfare Cost to the US Economy of Regulatory Restriction in Telecommunications," January 1995.

Economic Impact of Deregulating U.S. Communications Industries, The WEFA Group, Burlington, MA,
February 1995.
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nonstructural safeguards, that would effectively negate as a

practical matter the proliferation of interstate enhanced

services.

II. THE COSTS OF STRUCTURAL SEPARATION FAR OUTWEIGH ANY
POSSIBLE BENEFITS.

In determining whether to eliminate structural

separation, the Commission must weigh the costs of struc-

tural separation against the benefits. There are two

general types of "costs" imposed by retention of structural

separation: (1) the public interest "costs" of smothering

enhanced service development in general, to the detriment of

consumers, and (2) the actual monetary costs to BOCs (and,

therefore, to their customers) of attempting to offer

enhanced services under the heavy harness of structural

separation. In contrast, there are no demonstrated

advantages of structural separation over nonstructural

safeguards.

A. The Major Public Interest "Cost" Of Structural
Separation Is Its Undeniable Smothering Effect
Upon Enhanced Service Development.

During the years that the BOCs have been

handcuffed by structural separation, existing ESPs have made

few meaningful attempts to provide enhanced services to the

small business or residence consumer markets. Instead, they

have focused their attention on the mid-to-large business

markets, where profit margins are such that a vendor does
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not have to acquire very many customers to achieve an

attractive return. These are the markets where investment

can be targeted efficiently, due to relatively greater

will ingness-to-pay and concentrated bus iness opportunities

that are less expensive to seek out than most mass

market-type business opportunities.

In the large business market, potential revenue

levels are large enough, and profit margins wide enough,

that an ESP need only acquire a handful of customers to

recover investment and earn a good return. Conversely, in

the consumer market, potential revenue levels are more

uncertain, and profit margins much narrower, because small

business and residence consumers operate on much smaller

overall budgets than big business and have much lower

overall willingness-to-pay thresholds. Where the cost of

serving a given number of lines in a large business

application is the same as in serving that number of lines

in the consumer market, profit margins in the consumer

market will tend to be much lower due to the lower overall

willingness-to-pay of the consumer market. To recover

investment and earn a good return in the consumer market, a

vendor must be willing to assume the cost and risk of

acquiring enormous numbers of customers. Existing ESPs have

been largely unwilling or unable to assume such substantial

costs and risks to address the consumer market.

One thing that can ease this cost and risk level

considerably is economies of scope--economies that Boes
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would have if permitted into enhanced service markets on an

integrated basis. 7 In fact, since the BCCs have been

permitted to offer specific enhanced services on an

integrated basis pursuant to computer III Comparably

Efficient Interconnection (CEI) plans (beginning in 1987 and

1988), several BCCs have begun to accelerate dramatically

the development of consumer enhanced services. For example,

at the time of the Joint BCC Petition for waiver for the

CI-II rules,8 the BOCs were providing services for more than

160,000 customers. More recently, industry reports show

that Bell Atlantic alone has signed up 100,000 subscribers

for its Answer Call service. 9

SWBT, for its part, has undertaken numerous

enhanced service trials, both for mass market gateway and

Voice Messaging Services (VMS). Without the benefits of

structural integration, SWBT would not have been able to

conduct these trials, a necessary early step in the

assessment of any large, untried market. In addition, SWBT

has already rolled out a business voice messaging service in

all of its five states,10 plans to be involved with a mass

7SWBT demonstrates below that allowing BOCs and their
customers to benefit from BCC economies of scope will not
have an anticompetitive effect in enhanced service markets.

8See July 3, 1990 Joint Contingency Petition for
Interim Waiver of the Computer II Rules.

9Telecom. Rep. 46 (Jan. 14, 1991).

10Arkansas, Kansas, Missouri, Oklahoma and Texas.
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market consumer VMS service in at least one state in the

near future, and is exploring similar possibilities in other

states as well. The evidence is not sUbject to serious

challenge: with BOC structural separation the consumer

market languished~ with BOC structural integration the

consumer market has begun to come alive.

Moreover, BOC entry into enhanced services has

benefited (not harmed) the market, through increased output

and decreased prices. As cited in the BOC Reply Memorandum

filed with the MFJ Court on January 15, 1991 in the

information service remand proceeding, in the two years that

the BOCs have provided videotex gateways, total subscribers

to all videotex gateways have increased from 715,000 to 1.8

million and are continuing to multiply at a rate of 15-20%

each year. 11 And, in the the two years of BOC participation

the voice-mail equipment market has grown threefold; prices

have dramatically declined; the number of voice mailboxes

has grown from 5.3 million to 11.6 million~ and the market

for voice-mail services has increased by 40%, from $452

million to $635 million. 12

11BOC Reply Memorandum, Table A-11.

12Id., Table A-5. This is not to say that BOC
structural integration will necessarily guarantee the
proliferation of consumer enhanced services. The CAM rules
have the effect of requiring that BOCs' enhanced service and
other nonregulated activities bear the weight of
disproportionately heavy cost loadings. When dealing with
the normally very small willingness-to-pay levels of

(Footnote continued)
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At this point at least two things are certain:

(1) although it may not be easy for the BOCs to move forward

with consumer enhanced services under the current CAM rules,

history has shown that significant progress would be

dramatically more difficult--if not impossible--under a

structural separation requirement; and (2) BOC integration

has already begun to show promising acceleration of consumer

enhanced services in most regions of the country.

Another public interest "cost" of structural

separation is the possibly chilling effect it could have

upon further development of fundamental infrastructure

evolution, a very high Commission priority . capital

deployment becomes more probable as the range of revenue

producing services enabled or provided by that investment

broadens. Presenting BOCs with the opportunity to

participate fully in the enhanced services market

(unhindered by any added costs of establishing separate

business entities) will encourage more rapid development and

deployment of advanced technologies. If provided with full

economic incentives to offer enhanced services, BOCs would

be more likely to undertake the capital investment necessary

to most efficiently deliver a wide variety of new services.

(Footnote Continued)
consumer markets, ensuring recovery of these high cost
loadings requires pushing the price of the product right up
against, and perhaps beyond, the upper levels of the
market's willingness-to-pay. In these instances, the
current CAM rules will not serve the pUblic interest in
aiding proliferation of enhanced services.


