
G. The impact of regulations imposed on ILECs have on new entrant
deployment of ATC.

These examples will show how regulations that were designed to resolve issues of
conventional telecommunications capabilities now distort the timing, mix, amounts, and
even who benefits from ATC investment so that ATC investment is neither "reasonable"
nor "timely." In particular, this section addresses the issues of incentives, opportunities,
and constraints as described by many ofthe paragraphs of the NOI, but especially 28,29,
34, 68, 70, and 72.

A. Unbundling requirements would reduce the incentives offLECs to
deployATC

In the conventional telephony world, network elements are "unbundled" and
offered to telecommunications carriers at rates determined by state commissions.
Mandatory unbundling itself, if applied to the ATC world, would damage the incentive of
ILECs to optimally offer ATC. The use of mandated rates, as determined by state
commissions, would compound the problem.

Mandatory unbundling itselfwould damage the optimal deployment of ATC.
Mandatory unbundling means that administrators (rather than the market) determine what
the elements should be offered and how they should be provided. This creates social
waste in instances where the point ofunbundling (which de-integrates the firm) also is a
point at which there are scale/scope economies (which is to say, where the cost function is
not separable and where integration helps unlock the scale/scope economies). Thus, even
if the prices that the unbundling company is permitted to charge are fully compensatory,
there is a potential social loss caused by the mandatory unbundling itself. The losses
caused by unbundling requirements are compounded when the prices that are permitted
are not compensatory or market-based.

If mandatory unbundling were carried forward into the ATC world (especially at
administered rates), ILECs would be disincented from innovating or deploying ATC for
obvious reasons. But, new entrants are disincented as well because they are handed an
alternative that reduces the need to risk making sunk investment (see Section 3.G, below).
Because innovation is an important feature of ATCIATS, regulations that damage the
incentive structure without providing a clear offsetting benefit should be avoided. Thus,
the issue is whether such offsetting social benefits exist in an ATC world. It turns out that
they do not.

Consider that essential facilities doctrine is the only reasonable economic rationale
that might underlie the Section 251 unbundling provisions of the Act. The essential
facilities argument is that new entrants cannot compete in the provisioning of
(conventional) services without the use of certain facilities controlled by the ILEC. In
such a case, the benefits of competition are thought to weigh in favor of mandatory
unbundling of essential facilities. But, the essential facilities argument does not have any
currency in the ATC/ATS world.

The essential facilities doctrine requires that three conditions occur: control of an
essential facility; a competitor's inability to reasonably duplicate the facility; and the denial
of use by the owner. Consider how ATC matches up with these conditions. First, as
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noted by the Commission in its NOI at paragraph 2, competitive ATC alternatives exist.
ILECs do not have a corner on ATC infrastructure. Even the loop cannot be considered
"essential" in the ATC world. As the Commission noted at paragraph 39, incumbent cable
systems pass virtually every home in the country, thereby providing an alternative
infrastructure to the ILEC loop at the residential level. In addition, the high-bandwidth
terrestrial systems, satellites, over-the-air broadcasting spectrum, etc. are being developed
and deployed to supply more ATC for businesses and residences alike. Thus,
technological neutrality would require that any unbundling requirement for ATC access
would apply to other technologies now existing and to be developed: a road that is
inadvisable because there is no economic support for it (there is no essentiality ofthe ATC
access facility by one technology or another).2 Thus, there is no need to carry forward
into the ATC world any ofthe unbundling requirements of the conventional
telecommunications capabilities world.

B. Mandatory resale at avoided-cost rates would reduce the incentive to
deployATC

The purported economic rationale for requiring that services be provided at
discounts for purposes of resale is that such resale enables competitors to quickly match
service areas with the relevant market so that (for example) the geographical scope of
advertising matches the geographical scope of service, to round out product lines, or
because the reseller excels at the retail function only. But, because ILECs do not have
geographically ubiquitous ATS, the benefits offered by a mandated resale option are
correspondingly reduced. Moreover, mandated resale is not without social costs: resale
obligations make it difficult for a firm to offer unique services and therefore reduce the
incentive to develop ATS.

On a forward-looking basis, ATS resale at avoided-cost discounts should not be
mandated. The ability to offer differentiated services is a spur to innovation. Accordingly,
a regulatory model such as the resale model should be rejected because it represses
innovation, the underlying motivation for ATS.

C The FCC's "New Service" pricing rule reduces the incentive to deploy
ATC

Current FCC pricing rules3 apply to new conventional services and conceivably
could be applied to ATS as well. Under the FCC new service pricing rules the ILEC must
(1) submit a cost study for the service; (2) illustrate how the revenues generated by the
price are expected to cover direct costs and an allocation ofoverhead costs; and (3)
generate a federally-limited rate of return.

2 Even ifunbundling were required for all ATC access technologies, there still could be distortions in the
development of the optimal mix of technologies due to uneven application, etc.

3 In the Matter of Amendments of Part 69 of the Commission's Rules Relating to the Creation of Access
Charge Sub-elements for Open Network Architecture Policy and Rules Concerning Rates for Dominant
Carriers, CC Docket No. 89-79, CC Docket No. 87-313, REPORT AND ORDER & ORDER ON
FURTHER RECONSIDERATION & SUPPLEMENTAL NOTICE OF PROPOSED RULEMAKING, 6
FCC Red 4524 (released July 11, 1991).
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The rules, of course, are an application of"cost-plus" regulation to new services.
Cost-plus regulation is the wrong regulatory model to use for new services. The cost-plus
model is a "low-power" regulatory model4 that is appropriate when innovation is
unimportant and when there is concern that the firm in question can develop monopoly
power.

However, neither of these conditions exist for ILECs in the ATC world.
Innovation is very important in the ATC world. And, as described earlier, as compared to
the new entrants into the ATC marketplace, ILECs do not have an asymmetric advantage
to develop market power over any other ATC-providing entrant.

Cost-plus regulation therefore is ill-equipt to deal with ATC/ATS. Because there
are a lot ofbad innovative ideas for every good one, the good ideas need the opportunity
to earn returns in excess ofthe cost ofcapital in order that the firm as a whole has the
opportunity to earn its cost of capital over all of its attempts at innovation. But low
power regulatory models damage the innovative process even when the firm appears to be
earning a "reasonable" return on its portfolio of successful innovations: the regulations
bias the selection ofpotential investment projects toward lower-risk alternatives and away
from the possible home-runs that can change the industry paradigm. Because innovation
is at the heart of ATS, cost-plus regulation is incompatible with the goals of §706.
Indeed, contrast the incentive effects ofcost-plus regulation with US policy in the form of
patent laws. Patent laws affirmatively promote innovation and entrepreneurship by
protecting the fruits of success from competition for a limited time. The incentive
structures between patent law and cost-plus regulation could not be more different. While
an affirmative push like patent law may not be necessary for ATS, neither is a regulatory
paradigm that is openly hostile to innovation.

D. The fnterLATA restriction on fLECs reduces the incentive to deploy
ATC

From an economic perspective, the rationale for prohibiting ILECs from offering
in-region interLATA ATS would hinge on the ability of ILECs to leverage market power
into the nascent ATS market.

However, in the existing ATS marketplace, ILECs do not fulfill the necessary
condition for leveraging: market power in the upstream market. ILECs are not dominant
in intraLATA ATS services, so there is no dominance to leverage into the interLATA
ATS marketplace.

As to whether market power might exist in local voice telephony that can be
levered into interLATA ATC/ATS (but which has not been so levered into intraLATA
ATS), the answer again is no. For all of the reasons described earlier, ILECs do not
control an essential ATC facility. There is therefore no policy reason to exclude ILECs
from in-region interLATA ATC/ATS. By so doing, the prohibition reduces the value of

4 High-powered regulatory models put a premium on the incentive to innovate, while low-power models
do not. See Laffont, J. and J. Tirole, A Theory ofIncentives in Procurement and Regulation, (1993), The
MIT Press, Cambridge Mass., p. 10.

6



ATS to customers and therefore reduces the economic case for ATC to ILECs, thereby
harming the reasonable and timely deployment of ATC.

There is a subsidiary, but flawed, argument that is used to support the interLATA
ATC/ATS restriction. The argument is that the recent explosion in ATS demand increases
the incentive for ILECs to complete the checklist and obtain long-distance approval. The
argument thus urges that § 271 ofthe Act be used to preclude ILECs from in-region
interLATA ATS services as well as from long-distance voice service, in order to increase
the size ofthe carrot that the LECs pursue. The flaw in the argument is that the
prohibition, designed to incent ILECs, also punishes consumers by eliminating from the
marketplace one ofthe major potential ATC/ATS suppliers. The elimination ofa
competitor in the nascent marketplace creates market power for the remaining entrants
(i.e. the remaining entrants have a degree of pricing power that would otherwise not
exist). Regardless ofthe merits of the interLATA prohibition in the conventional
telecommunications capability world, extending this prohibition to the ATC world delays
the reasonable and timely deployment of ATC.

E. A "separate subsidiary" requirement harms ATe deployment by
reducing economies ofscope

As is evident from the discussion on the definition of ATC and ATS that is
contained in paragraphs 13 through 17 ofthe NOI, there will always be difficulties in
determining exactly what should be considered "advanced" and what should be considered
"conventional." Moreover, there will be a gray area (such as, for example, the unbundled
local loop) where an infrastructure can enable either conventional or advanced services.
Finally, from a dynamic perspective, there is no clear break between conventional and
advanced because innovation is an ongoing process that often incorporates components of
the old into the new. Thus, the requirement that advanced services be offered from one
subsidiary and conventional services be offered from another has implications that are
uneconomic and damaging to the optimal deployment ofATC and ATS.

The main damage is that a structural safeguard severely reduces the potential of
the firm to achieve economies of scope. A structural safeguard therefore raises the social
costs ofproviding the services, reduces the potential return on the marginal investment,
and thereby reduces the reasonableness (i.e. amount and mix) of ATC deployment. A
structural safeguard is not a "method that removes barriers to infrastructure investment"
as described in §706 of the Act: in fact it adds a barrier. While mandatory structural
separations between ATC and conventional telecommunications capabilities might be
comforting to regulators in their efforts to guard against some issues in the conventional
world, such a requirement would not be costless and would in fact harm the ability of the
industry to deploy ATC in a reasonable manner.

F. The imbalance in retail rates reduces the incentives for consumers to try
ATS

The retail rates that ILECs are permitted by state regulators to charge for
residential lines indirectly impact the reasonable and timely deployment of ATC in two
ways. Second, because conventional services and capabilities are underpriced, a distortive
gap exists between (regulated) conventional prices and (less regulated) advanced service
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prices. Customers can substitute lower-performance but lower-priced services such as a
dial-up analog modem that receive social pricing subsidies for higher-performance, but
unsubsidized, ATS.

Slower-than-optimal development of residential competition in the conventional
telecommunications world has been used as justification for continued rate regulation,
when it is really the regulation itself that has created the scarcity ofalternatives (see, for
example, 3.G below). Now it turns out that regulation of conventional
telecommunications capabilities regulation is infecting the ATC world and is harming the
reasonable and timely deployment of ATC to all Americans.

While the FCC does not regulate intrastate retail service rates, §706 of the Act
applies to the states as well. Therefore, the Commission should work to encourage state
commissions to consider the issue of retail rate regulation and its effect on the reasonable
and timely deployment ofATC and ATS.

G. Regulations on the fLECs reduce and distort the incentives ofnew
entrants to deploy ATC, too

The foregoing analysis provides some examples ofhow legacy regulation damages
the incentives of ILECs to deploy ATC on a reasonable and timely basis. Although
distortions in the technology mix and deployment timing imposed on one industry
participant create welfare losses, the losses would be tempered if other firms would fill the
gap. However, this is not entirely the case. While there is no doubt that new entrants are
planning for, and deploying, ATC, the legacy regulations on ILECs damages the incentives
ofnew entrants to deploy ATC in a reasonable and timely way, as well.

i. The effect that mandatory fLEe unbundling would have on new
entrant ATe deployment

In designing their business cases, new entrants consider the usual economics of
build, buy, or wait. In an area such as ATC/ATS where technologies are changing rapidly,
investment is sunk, and superseding generations may be incompatible with prior
generations there is a rational incentive to wait - to keep the powder dry - and to try to
better determine which ofthe new technologies ultimately will prove to be the winner.s

To a certain extent, this private incentive also is in the public interest. After all, social
welfare is not helped by indiscriminately plunging into one new technology after the other.
The issue therefore is to determine the optimal time to make the move to acquire a new
technology and to determine whether the private decisions of new entrants are consistent
with social welfare.

If, as a result offlawed policy, unbundled elements are mandated in the ATC
world, facilities-based new entrants can hedge their bets on emerging technologies by
more than is optimal. In other words, making unbundled elements available in the ATC
world would create an enormous "option" value for the new entrant. The new entrant

5 See: Aton, D., K. Dunmore, and F. Pampush, "The Impact of Unbundled Network Elements and the
Internet on Telecommunications Access Infrastructure," paper presented at the Harvard Infonnation
Infrastructure Project, Impact of the Internet on Communications Policy, December 3, 1997.
Ksgwwww.harvard.edu/ iip/iicompol/first.html
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would be incented to deploy its own infrastructure in areas where the option was well into
the money (i.e. in urban areas or for business customers) and where exercising the option
(i.e. building) created shareholder value, but would be disincented from deploying the
technology in those areas where the unexercised option value outweighed the normal net
present-value expectations from deployment. That is, even when normal business
calculations would indicate potential profits to be made, the availability ofunbundled
elements, coupled with technological uncertainty, would make the new entrant hesitate to
sink money into ATC in some areas.

The mere existence ofa mandatory unbundling requirements in ATC is sufficient
to damage the incentives for new entrants to deploy ATC in a reasonable and timely way.
The harm is visited predominantly on areas where options are not in the money but where
their values are high relative to the usual net-present-value calculations: namely in
residential areas. Therefore, mandatory unbundling of ATC would violate the test for
"reasonability" of deployment. Because unbundling also permits the new entrants to put
off ATC investment longer than is optimal, the test for "timely" deployment would be
violated as well.

ii. Mandated unbundling at administered rates

Mandatory unbundling violates the "reasonable and timely" rules for deployment
of ATC by itself. The damage would be worse if the rates were administered. Because
there is no reason to deviate from market based rates (e.g. there is no market failure to be
corrected), so doing would simply increase the incentive ofnew entrants to use the
unbundling option and would increase the harm done to ATC deployment.

iii. Mandatory resale requirements

Not only do mandatory resale requirements damage the incentive ofthe regulated
company, but they distort the incentives faced by the other companies as well. The
benefiting companies can hold back on the deployment of ATS, secure in the knowledge
that any risk offirst-mover advantage is negated by the mandatory resale requirements.
Thus, the timely deployment ofATS is reduced both on the part of the company that must
offer resale and on the part of the company that benefits from the resale requirement.

4. MARKET STRUCTURE AND MARKET POWER ISSUES

A. The elimination ofILEC "essentiality" in an ATC world
Paragraph 81 of the NOI asks whether (and what type) of regulation might be

needed if the ATC industry evolves along the lines ofthe Internet industry and if
customers (especially residential customers) have a "true choice" oflast-mile ATC access.

As described earlier, to the extent that ATC exists and is being deployed, true
choice already is available for most every business customer. True choice is available for
those residential and rural customers served by cable MSOs in that upgrades can be made
for cable, the loop (possibly), or other technologies. True choice will be enhanced by
satellite, terrestrial wireless, and other wireline (e.g. utility line) capabilities. However, the
optimality of deployment ofATC by ILECs and new entrants alike is being hindered by
unbalanced wholesale and retail pricing on ILEC conventional services and by the other
restrictions described earlier. If retail line rates were transitioned to market levels, cellular
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and PCS, for example, would be expected to expand their market share and thereby
discipline market prices - even for CTS. Permitting the residential line to become a profit
center for all carriers instead ofa loss leader as it often is for the ILEC is a necessary
predicate to the reasonable and timely development of ATC alternatives to all Americans.

B. The impact 0/mergers on the deployment 0/ATe
The NOI at paragraphs 24 and 27 requests comment on the impact ofmergers and

consolidations on the deployment of ATC.

In a network industry, a geographic merger can unlock economies of scale and
scope, help reduce development risk, and free up resources to expand into new markets.
Each ofthese benefits helps the development and deployment ofATC. Economies of
scale and scope exist when the traffic from new services (ATS) are driven across an
essentially fixed network. This reduces unit costs and also permits a guaranteed quality of
service for those applications that need them.

The reduction in development risk occurs as the costs ofdevelopment are spread
over more potential customers. This means that the merged company has an ability to
engage in more research, development, and testing of ATS than do either of the two
companies as separate entities.

Merger can also free up resources through elimination of duplication and thereby
permit the merged entity to move from a conventional telecommunications capability
world to an ATC world without harming existing shareholders.

A cross-boundary merger will be important in the development of ATCIATS
because it will change the political economy oftoday's regulatory environment. As the
traditional telecommunications boundaries (e.g. RBOC, ILEC, new entrant, IXC)
disappear as a result of cross-boundary mergers, the traditional coalitions will change as
well. Examples include AT&T/TCG/TCI and Worldcom/MFSIMCI. The practical result
is that regulations under consideration for ATC/ATS should contemplate a post-271
world where the traditionally (regulatory-created) categories have disappeared.

C Issues relaJed to service bundling in an ATS world
In paragraphs 38 and 82 the NOI asks a list of questions that have the same theme:

how much is the market to be trusted? For example, the NOI frets about whether
companies that "have possessed and exercised market power for decades" will behave in a
more competitive fashion. The answer to the former should be obvious: companies
respond to incentives on a forward-looking basis.

In paragraphs 38 and 82 the Commission poses a number ofhypotheticals that
envision a firm with either monopoly or oligopoly power in a high-speed access where the
firm also offers a downstream ISP service in a competitive market. The NOI then seeks
comment on whether the unregulated firm will discriminate in favor of its own ISP.
Standard theory suggests that the firm will price ATC access at avoided costs and does
not therefore discriminate in favor of its ISP. Thus, there is no harm caused by bundling.
However, because other theories can be envisioned wherein bundling is used as an anti
competitive vehicle, the real policy issue is whether the hypotheticals described in the NOI
are realistic. As described earlier, for example, ILECs do not have an access monopoly in
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the ATC world: there are numerous access alternatives today for businesses in urban
areas; cable access exists in nearly every residential area; and other technologies are on the
horizon (terrestrial wireless, satellite, etc.). ILECs have no leg up on high-speed access
needed for ATC/ATS. Certainly the monopoly questions are pointless at this time in an
ATC world (or, in any event, are symmetrical in their application to new entrants).

As for the issue of oligopoly in the provisioning ofATC: first, such a market
structures has not yet evolved, so creating regulations now to deal with these issues is
premature. Also, other institutions (e.g. anti-trust law) are capable ofevaluating the
merits ofbundling in concentrated industries. Finally, in a technologically complex
industry the possibility of successful collusion (while remaining undetected by ant-trust
authorities) is unlikely, so even if an oligopoly evolves there is no automatic case for
special regulation.

Finally, it is worth noting that bundling itself is not always a social problem even in
a concentrated industry. Indeed, mandated unbundling can be troublesome from a
consumer viewpoint. Contemplate the complexity of the consumer's bill if the consumer
were required to make contracts with all of the different parties involved for Internet
service: access, an ISP, backbone services. A company like AOL bundles several ofthese
services and simplifies shopping.

Bundles themselves often represent innovation. For example, while 35 mm file can
be bought in standard rolls for many SLR cameras, the Kodak Advantex camera creates a
unique interrace (the film cassette has a different shape than the standard film barrel)
between the film and camera thereby creating a bundled product. Though this non
standard interface reduces the interoperability ofthe camera (Fuji film will not fit into the
Kodak camera), it creates ease-of-use benefits for the casual photographer. Thus,
bundling should not be considered a universal bad.

In the ATC world, bundling can stimulate demand for services that would justify
bundling ATC infrastructure. Radios (which once were considered advanced) were once
offered by integrated manufacturer/broadcasting firms that offered programs in order to
sell radios. So, too, might ATC providers bundle services that would help increase the
value of ATC capabilities. To prohibit bundling in a nascent industry would eliminate this
avenue ofinnovation. Bundling is also important when the upstream market (e.g. content)
is very thin. When there is not enough content to generate the demand needed to justify
the creation of the infrastructure or the terminal equipment, the provider might also create
and bundle content. A hands-off approach is the correct approach to bundling in the
nascent ATC/ATS marketplace.

D. The ultimate structure ofthe ATC industry
The NOI requests comment on several issues related to the structure of a more

mature ATC industry. In paragraph 57, the NOI asks whether ATC (especially the last
mile) be competitive or a tight oligopoly. In paragraph 80 the NOI asks whether the
Internet might serve as a model ofwhat the mature ATC market might look like.

It is premature to consider the Internet as a model of the mature ATC industry
(paragraph. 80) because the Internet itself cannot be characterized as an industry -let
alone a mature one. Indeed, it is not clear yet what the business case for many ISPs or
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content providers really is. Today parts of the Internet are funded in part through pricing
anomalies in the conventional telecommunications capability world. These pricing
anomalies are unsustainable and therefore cannot be permanent features ofthe industry's
landscape over the long term. Nevertheless, the technology and structure oftoday's
Internet might provide some broad outlines ofwhat ATC and ATS will look like:

• The Internet is a network ofnetworks, as will be ATC;

• Some networks are public (i.e. common carriers) and some are private (or special
carriers);

• Some ofthe networks provide content, whereas others are pure carriers or even
carriers' carriers;

• Depending on traffic and backbone availability, the Internet can support broadband
(e.g. video conferencing) and narrowband (e.g. e-mail) applications;

• Communications is one-way and two-way, but generally asynchronous. In
contrast, ATC/ATS will include synchronous uses (i.e. telephony) as well;

• The Internet uses packet-switched protocols, and ATC probably will as well.

In sum, to the extent that the Internet is a model for ATC, the main result is that
there is no existing regulatory slot to put ATC (or Internet) into. But it is not self-evident
that cost functions that are hypothesized in the NOI as being separable for the mature
Internet industry will also be separable for ATC. The key is that mandating the separation
ofnetwork, content, marketing, and terminal equipment precludes the use of innovative
(and exclusive) bundles.

The ultimate structure of the industry (and whether the race to deploy ATC is one
that only one or a few runners can win) (paragraph 57) depends on the nature of the
industry's cost functions. Cost functions exhibiting economies of scale and scope will
favor fewer firms. As mentioned earlier, in ATC, the possibility of successful collusion
(while remaining undetected by anti-trust authorities) is unlikely, so even if an oligopoly
evolves special regulation is unnecessary.

5. SOLUTIONS

This analysis proposes that an economic optimality approach be used to specify
definitions of"reasonable" and "timely" for purposes of evaluating ATC deployment to all
Americans. Following from this definition, some major themes emerge: (1) the regulatory
paradigm should be based on the rebuttable presumption that legacy regulation should not
be pulled forward unless a market failure is identified that cannot be resolved but for
regulatory intervention; (2) policy should permit ATC/ATS prices to be determined by the
market; (3) the essential facility rationale that would explain the Act's requirement that the
ILEC unbundle conventional elements has no currency in the emerging ATC/ATS world.
Any remaining "essentiality" (e.g. interconnection) would be symmetrical to new entrants
as well. And (4) conventional telecommunications services prices should also be corrected
(i.e. conventional retail services should transition to market and conventional wholesale
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elements should be determined by arms-length negotiations, except as an essential-facility
issue exists).

These themes were illustrated through an examination of a number of examples of
legacy regulation. The examples show how legacy regulation distorts the tradeoffs
between conventional capabilities and ATC and between different types ofATC and
thereby hinders the reasonable and timely deployment ofATC to all Americans. Based on
the conclusions drawn from these examples, some recommendations for action are:

• Eliminate rules (e.g. unbundling or resale) associated with the essential facilities
argument in light of the ATC vision. Do not require either the unbundling of ATC
or the resale-at-discount ofATS;

• Eliminate pricing restrictions on any ATC or on retail advanced services;

• Permit economies of scale and scope to be utilized;

• Permit the bundling ofvarious services or services and equipment;

• Work with state regulators to address the issue ofthe effect of retail conventional
telecommunications services rate imbalances on ATC deployment.

In sum, the nascent ATC/ATS marketplace does not manifest the market failures
that are purported to exist in the conventional telecommunications world, so the ATC
marketplace should develop unencumbered by legacy regulation. Moreover, as the
examples showed in this analysis, existing conventional telecommunications regulations
are harming the reasonable and timely deployment ofATC. Whereas at one time
regulation need only balance the damaging impact on incentives for conventional
capabilities and services versus the expected welfare improvements from intervention, the
new calculus now must include the dynamic impact that legacy regulation is having on
innovation and the reasonable and timely deployment ofATC.
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Re: Comments Regar1ing Regulatory Relief for Ameritech

I am Chainnan of the Stb!e ofIndiana's Intelenet Commission. This Commission was
established with the m ssion of providing cost-effective teleeommunicatioD networking and
illformatioD technolo (m services to Indiana's public sector. The Commission provides such
services by aggregatin and brokering the broad public sector's common networking and IT
needs. The lntelenet ommission competitively procures its aggregated service demands and
leu its constituent use derive the economic benefit of leveraged demand through those service
contracts. The Intelen t Commission's customers are the state's elementary, secondary and
higher education com1~ity, public libraries, state and local governments, as well as other
public secter institutiOr·
Most recently, the Inte enet Commission has undertaken on the behalfof its user community. the
deployment of a high ced ATM-bued communications ba~kbone to support the integration of
multiple applications exist across the various consortium members and provide a common
sbared resource siDco e economics of this teebnology and its services <:aD Dot be borne by ai1y
siagle community. It' a common sen-ice demand. In this regard~ the backbone network's
single most expensive lement is the cost of the connecting bandwidth. Indiana is a state that has
teD (10) LATAs anditmarket is obviously driven by the few Inter-Exchange CaniCI3 (rxCs)
that provide such conn ting bandWidth. Today that high-speed service market is unavailable, or
severely constrained i capacity, availability. capability and most defmitely in price. More
competition in serviciqg the needs of not only the public sector. but the private sector as well,
would be beneficial to IthC state and the region.

Additionally I note th~t two oCthe state's premier universities -- Indiana University and Purdue
University -- are acti~'ely engaged with the new national lllntemct2" initiative and the
requirements of high- ecd networking services to those resources which are out-of-state but in
the Ameritech region, e compelling to this program. CUImlUy the lack of such regional
capability and capaci~ significantly constrains and impedes progress on this important research
program.

Regulatory relief for 4meritech to provide such high-speed data networking services might
clearly spur the marke lace to be more responsive and <:ompetitive in proViding the necessary
telecommutucations' frasuucture that Indiana and the Midwest region needs to be competitive.
The'Intel~etCommis ion supports Ameritech's request for reguJatory relief to provide high
sP'"d data hetworkin if it will derive competitive bandwidth services and prices the public
sector demands and advanced networking services the research community requires.
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March 3, 1998 i
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Mr. Gordon £'1;Rchard
President, Amen h Advanced Data Systems
95 West Allonq .
124 Arlington H~ights IL 60005

DeuMr*
I am writing to ress support for resulatory relief for Amcritec:h and aU Regional BeU
Operating Coml' 'es to prO'lide high bandwidth interLATA data services within their
respective regia s.

When our Of$on went to the marketplace to buy interLATA data transport. we
were surprised ow few competitors there were. In other areas oC our business, in
particular long 'stance voice services, we have found that service, price and range o(
options are bett r when effective competition exists among mUltiple players.

Our network nJda require us to seek ways to connect to the Chicago and.
Mmneapolis-S;TPaul areas u well as across LATA boundaries within the state. We
have (ound our fhoices to be limited, with pricing levels reflecting the limited amount
at competition. I

Baaed on our l!!~erieneewe believe that regulatory relief to allow more competition \on

this market will ring prices down, improve service and expand the range of servs.ce
offerings.

I
,

I

/?~IJ'Z:ccann, ~irector
Bureau oCTelec+mmunications Management

" I

I
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Mr. Michael Gorman, Vice President
Alacritech CorporMe Str.If,l!lrv
2000 ArDeritech Cea.
Hoftin.aD £m&es, IL 60196

Oar 1'IUkc:

Th.aIk you for sharins WI~me the Amemeeb's planned FCC p«icion co allow Amlritech lnter1.ATA
advaceci clara ftCl'NorK se .ces and (ewer priciD.1 regWl.tions. 1 am delighted. tb. yOIl are taking this
acrion. Your ability to geo pbically expcci advanced data services and make it available at reasonable
coat will well serve hiab education. k·12 educaion md reuaiDinl of the twemy-fim cmNry labor
t'orec. h shoWcl support th ccmsmsional maadat.e of making available '·&~lDceci telecommunication
capability to all Americans. '

Joiatly with adaa' Chical lIeG biPer educlEion iDatitUtiolll mel Dalioaal lUcntoria. we have used
tba Amaiteeh fad1ilies to ~e ,"ail'DIe widUn the Chicaao LATA eme of me -«ld.'s moat ad.vmced
diptal nerworks. H of schools. museums, librvies. colleps ad civic orpniurions an
baaeficiuic::s of these facili .es. So are mmy busiDessa thai ue in IDtemet se:t"Yice provision.. To stop
advmced services a& the ;TA bcNndaly, because ofhmoric docisioas that wen: mlde as: a time none of
these services were availab e. is frustraing. R.eaching beyond the O\icaso LATA from these facilities
lequireS unnecessary expen ·ture. There is no good rClSOU to not C'I:tend the educauonal atd scicmific
service chat we prvvidc inl Chicago to the r.nl area of the state or co the neipboring states. The
u.uaeceuary restrictions Onmaitech and o1her Bell opencinS compmies for ~Jlion-wide data services
is dalyirlg access EO our em . hip speed d.1a necworks to institutions mel individuals that are not in
major metropolitan ueas. . is alia deaying hip_ education a less expensive mans of col1abonring
across the country. It seem.sl to me the 1:be present policy, whicb wu designed to pzut= users, is in fact
~teeting those tha are notl willing to invest in brinling advanced services to all areu of the CClUl\t:ry.

, .
1wish you Succe5S with yo,," petition. 1100k fOlWltO to seeing additicnal competitOrS in the adVIl1C8 data
business. Yau hive shawnl willfnsness to invm in developmg aclvanced. nerNorlcing ~abi1ities and
intast:rw:ture, as dem~ed within Cbic:a1O aod other I.ATAs. Your S'anicipation in the lnterLATA
businc.u 'sbould.~co~ ,thcts in the Intcrl.ATA business to invest to compete with you. That will be
good Cor hiBhet eduaa:ion ~d ror Supporting our national n~,workin8' priorities.

M. A.. ltahimi
Vice Presideat
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February 26, 1998

Gorden J, Reichard. President
Ameritec~ Advanced Data Services

I
On behal~ of Indiana University, I am writing in support of Ameritech's pursuit of
regulato . rellet permitting their panlclpatlon in the development of advanced high
banctwidt networking services.

Indiana U iversity (IU). founded In 1820. is one of the United States' top ten public
reaearch niversities. With more than 90,000 students and an annual budget at nearly
$2 billion. IU is one of the largest institutions of higher education in the United States. IU
Includes Ight campuses, the main residential campus at Bloomington and the large
urban ca . pus located in Indianapolis

Supponing Indiana University's mission of excellence in research. instruction and
lifetong le~ming are a variety of communications and networking services. each of IU's
eight campuses maintains a local campus network, connecting upwards of 30.000
informati n technology devices across the whole University. lU's research efforts are
increasin Iy more dependent on high-speed, highly redundant network services. ~any
emerging research initiatives and projects revolve around data-intensive network based
applicatio s that are critically dependent on IU'S high performance networking backbone
and capa IIltlas. Likewise, etfoMs in distance learning and instruction continually require
signifiesn network speed and bandwidth.

!

Outside t~e boundaries of our campus networks. Jndlana UnIversity has a leading role in
the desig and deployment of the TransPAC nerNork, a high-speed backbone that Will

interconn et prestigious research institutions in the US, Japan, Korea and other Far
Eastem c untries. JU Is also one of the founding members of the Internet2 consortium.
As a me ber ot the NSF sponsored vBNS connection project. the ATM network at
Indiana U iversity is in a conSTant need of upgrade and improvements.

The cons raints imposed by regUlatory restrictions limit competition for higher bandwidth
and resili nt access paths between our campuses. peer institutions and national and
Intematio at partners.IU has. therefore, been forced to contract with technically inferior
providers; ho are at times incapable ot delivering required lavel of services. I strongly
encourag, the pursuit of all possible avenues to enable Amerltech to compete with other
service p~Viders in our area to address our ever increasing need for high bandwidth
connecttv1ty·

',Sincerely,1

/~f-9- _
. Michael ~. McRobbie

Vice Pres dent for Information TechnolOgy

MAM:tffb

• i
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Pederal communication1 Commission
1919 M Street NW .\
WashingtOn, DC 20554

Dar Commissioners of +e PCC.

I kave been Civeft to unJrstand thlt Amerilech is filinl a petition with the FCC in order to be
enabled. to carty IOD, di~t~c:e data traffic. Due to cumnt Iel'llations. Ameritee:h hu not been
aIJowcd access to this in lata trafflc market. As iI customer of Amerhech azul a member of their
ADSL trial, I would gee y favor this expausion as it would melD tha& I c:ouJd cboose the
reliability and. service to hich I have become accustomed through Ameritech. In addition.
allowinl A.ri:1critCCh to en as a player in d1iI matkct would increase c:ompetitiOQ which. at the
end of the day. will result in lower prices and better service for consumen. Such a move would
also help me as a consum r by keeping billing simple. Through Ameritech'l; ADSL trial I have
been able to experience fi chand the professionalism and the quality of service which Ameritech
is able to deliver in the field of dati b'Cffic. I cannot think of one justifiable reason to exclude
Utem'as a player from the ions distance market.

\

Yours siDcen:ly, % \

4~r~;r~
Dr. Gene L. GreeR
A.Pociue_Prof~~r Of,N1 TCitament

I

\

\
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Mr. Mike Gonnan I
Ameriteeh I
2000 West Ameritectl Center Drive
Location: 4C38 \
Hoffman Estates. It ,60196-1025

Fax: 8471248-6128

Dear Mr. Gonnan:

B47 248 50:9 ~= 9:2023253825

<, ... (A..rE. l

On behalf of Alcatel elecom, I am writing to endorse Ameritech's
position to offer a mi ture of broadband and long distance services in
providing Advanced elecommunications Services.

As a member of the endor and supplier industry, Alcatel provides
equipment. software.1 and support (0 the telecommunications industry.
Customers include A:meritech. traditional long haul carriers. and the
emerging CLECs. I~!his capacity. we have ex.perienced the direct
benefit in an open mfkel based economy in che Uniced Scates

Overall. Alcatel's Un'ted States employment and revenues will directly
benefit by the further! opening of markets in this Infonnation based
economy. We stron;IY agree that strengthening of the United States
worldwide position the leader in electronic commerce will benefit
consumers in tenns ~ choice and economics. We believe [hat [his duaJ
objective is well in Iii e with Ameritech's request.

Overall. Alcatel endlses free and open competition in all markets.

Sincerely, .

Steve Snow

Aleaa.' Networl ~YJhtms. Inc.. 2800 Wes. Higgins load. Sui'- 825. Hoffman Ella.... llIinoi, 60195
T..I· fQ 4"" '0"'.""'''''' ~ C~y, ICI • ." ,..,,., .,,.,.,.,


