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Room400 
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RE?'Jr1 t lNG 

August3, 1998 

Mrs. Blanca S. Bay6 
Director, Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 323gg.o850 

Re: Docket No. 980733-TL 
Special Project No. 980000A - SP 

Dear Ms. Bay6: 

Enclosed are an original and 15 copies of BeiiSouth Telecommunications, 
Inc.'s Responses to thP Data Requests served by the Public Service 
Commission's Division of Communications regarding 980000A-Undocketed 
Special Project and a Notice of Intent to Request Specified Confidential 
Classification, which we ask that you file in the captioned matter. 

A copy of this tetter is enclosed. Please mark it to Indicate that the 
original was filed and retum the copy to me. Copies have been served to the 
parties shown on the attached Certificate of Service. 

Enclosures 

cc· All parties of record 
A. M. Lombardo 
R. G. Beatty 

Sincerely, 

\\n:~~ \{ k'([:f { 
Mary K.'l(&yer 

William J. Ellenberg II (wlo enclosures) 
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ORIGINAL 

Bell South Telecommuntcabons. Inc 
Undocketed Special Project 980000A..SP 
FPSC Staffs 1" Data Requests 
Division of Communications 
June 19. 1998 
Item No. 1 
Page 1 of 3 

REQUEST: (a) Please provide a contribution analysis for ·voice-grade. flal·rate 
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residential local exchange service," as this tenn 111 used in Se-ction 
364.02(2), F.S . 

(b) Please provide the cost study and all assocmte:! work papers and 
related documentation. that results 1n the contnbutJon analys1s 1n 
(a). 

(c) Please provide a contnbubon analysiS for ·vo1ce.grade, nat·rate 
single-line business local exchange seniJCC." as thiS term IS us&d 10 
Section 364.02(2). F.S. 

(d) Please provide the cost study and allc.ssociated worl, papers and 
related documentation. that results 10 the contnbut1on analys1s 1n 
(c). 

(e) Please provide a contribution analysis for ESSX/Centrex scrv1ce 

(f) Please provide the cost study and all assoc1ated work papers and 
relatPd documentatiOn, that results 1n the contnbut1on analys1s In 
(e). 

(g) Please provide a contnbullon analysis for PBX trunk serv1ce 

(h) Please provide the cost study and all assOCJated work papers and 
related documentalton, that results 10 the contnbution analysts In 
(g). 

(1) Please provide a contribution analys1s for all multi· fine CIICUtt .. 
switched business sel'lllces other than those Indicated In (e) and 
(g). 

Q) Please provide the cost study end all assoc1ated work papers and 
related documentation. that results 1n the contnbuhoto analysts 1n 
(i). 
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RESPONSE: 

BeiiSouth Telecommunications. Inc 
Undoclleted Special Project 980000A·SP 
FPSC Staffs 1st Data Requests 
DIVISIOn of Commumcauons 
June 19, 1998 
Item No. 1 
Page 2 of 3 

(a) Attached is the analysis requested based on current revenues and 
current rates for the recurring portion of the service and 12 month 
accumulated revenues and current rates for the non-re<:urnng 
portion of the service. 

(b) See attached documents, which are proprietary conf;denhal 
business mformat10n and should not be publiCly discloSed and are 
being produced subject to BehSouth's Notice of Intent. 

(c) Attached is the analysis requested based on current revenues and 
current rates for the re<:urring portton of the servtce and 1 2-month 
accumulated revenues and current rates for the non-recurnng 
portion of the service. The non-recumng revenues tn the anached 
response are allocated out of the total Flat Business (1 FB) non· 
recurring revenues based on the demand for single-line business 
lines. 

(d) See response to Item (b) above. 

(e) The requested analysis 1s anached and 1s propnetary conftdenttal 
business informatiOn whiCh should not be pubhcJy d1sclosed and ts 
being produced subject to BeiiSouth's Notice ol Intent 

(f) See response to Item (b) above. 

(g) All .ched is the analySis requested based on current revenues and 
Cllment rates for the recurring portion of the servic.e dnd 1 2-month 
accumulated revenues and current rates for the non-recurring 
portion of the service. 

(h) See response to Item (b) above. 

(i) Attached is the analysis requested based on current revenues and 
current rates for the recurnng portion of the service and 12 month 
accumulated revenues and current rates for the non-recumng 



RESPONSE (Cont'd): 

BeiiSouth Telecommunications. Inc. 
Undocketed Special Project 980000A·SP 
FPSC Staffs 1"Data Requests 
Division of Communications 
June 19. 1998 
Item No. 1 
Page 3 of 3 

portion of the service. The non-recurring revenues In the at1ached 
response are allocated out of the total Flat Business (1 FB) non· 
recurring revenues based on the demand for multi-line (w•!h and 
without Hunting) Business lines. 

(j) See response to Item (b) above. 

INFORMATION PROVIDED BY: Margaret Thompson, Director 
Daonne C:aldwell, Director 
Steve Bigelow. Director 
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CRAI'«> TOTAL s J;!ft,771,71$ S I,III.:H,,_.• s ($90,4~,21~) .,~-. 
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Bell ~out11 T dc:t<unmunlntinn'~ Inc 
Undockctc:d Spec~ l'toJ~l 4~(lOOM ·SP 
FPSC SrafT; IS1 D•ro RcqutloU 
Dova.s10n ofC"'TTmunrUIKlllJ 
June 19, 1498 
ILnn No I ( g) 
Atta~hmtnt I nf 1 
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~ s 4006 s ~~s s 5.58 s l.ISI s 1.sn s 300 1 6~· 2 s s 42.09 s SJ.69 s (11 .60) s 2,S2S s 3.221 s (6%) ·22% 3 678 s 44JI s 39.81 s 4~ s 360,41) s .llJ.a1J s 36.610 II% 4 1.229 s 46.34 s JU6 s 11.98 s 683.260 s 506,621 s 176,639 J$% 5 3,096 s 48.26 s 36.68 s IUS s 1,793.177 s 1.362,9(>4 s 430.27J )2-~ 6 MS4 s SOJa s 32.46 s 17.92 s 2,088.~27 s I,J 4S,S80 s 742,847 SS% 7 3.733 s Sl.l l s 32.0) s 20.08 s 2.J3~.4SJ s 1,4JU98 s 899.555 6)% a 1,507 s 5U2 s 30.94 s 22.83 $ 97J.4;6 s 559,637 s 41),849 74% 9 5,466 s 55.44 s 30.84 s 24.60 s 3,636.605 s 2,022,960 s 1.613.645 SO% 10 10.348 s S6.66 s 21.95 s 27.71 s 7,0)5,974 s 3,594,978 s 3,440,996 96% II 7,008 $ $7.87 $ 29. 11 s 2a.76 s 4,866,799 s 2.4~8.117 s 2,41S,682 99% 12 li,7S6 $ sua $ 21.15 s Jl.ll s 22,4)7.846 $ 10,574,902 s 11.862.944 112% 

T'OTAL 68.217 $ 22.035,644 
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RcUSouth ielec('lmmuniC-"It()nJ, Inc 
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TOTAL s 4,090,264 
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Bei!Sooth Tci«ommunoc:•lloru, Inc 
Undo<kctcd Spoc ... l l'mJc<:l 980000A·~I' 
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s 1,256 s (288) ·2JY• 
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s Jl,767,246 s 25,60J,36S Sl% 
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27 s 26 20 s 2712 s (I 02) S SJU s 171~ s 1':71 -''• 2 145 s 2753 s 464) s (IS -lO) S 47.139 s 10.~12 s t )!.143) -'•·· ) 5.763 s 2191 s 32.55 s (U7) S 2.004.014 s 2.250.116 s (!4~.171) 

···~· 4 11.116 s 30 ll s 27 10 s 3..21 s 4..297,60) s 3.84!,46) s ·~~.1 ~0 I~ 5 24,143 s )I 56 s 29 42 s ~ 14 s 9.401 •. 505 s 1.770.5)Q s 617.%6 -. 6 31 ,611 s 32.9$ s 25 20 s 7.75 s 12.52U90 s 9.579,)57 s 2.Q•6.nn ll•. 7 1o.on s 34 0& s 24.77 s 9.31 s 12,291.097 s 1.931.49) s l.HbOl Jr. • 10,636 s 35.20 s ZJ61 $ I J.jZ s 4,492.,663 s J.ou.m s 1,470.326 ·~ 9 46,122 s 36 26 s 2l.SI s 12.61 s 20,)1),1)1 s IJ.241,720 s 7,124,411 ~4% 
10 65)20 s 37 06 s 21 69 s 15J7 s 29,049,00) s 17,001,427 $ 12,047,576 71"' II 44,103 s 37.1.S s li.JS s 16.00 s 20J49,)9) s 11.747,272 s 1,602.121 1J~. 
12 237,666 s lUI s 20.49 s 11.02 s I 09,130,405 s 5J,4)7,419 $ 51,)92,916 IN 

TOTAL 509.519 s 81,15~.129 
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lkll~th T ~l«(lltTtmUnlcaflon), Inc 
Unck>e~clcd <;~ull'roJttl •tSOOOfl \·~1' 
FPSC ~ulr< I" o ... Rcqunh 
ll~>mron .. rcmnmuntulkll\\ 
l\111Ciq. l991 
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I 114 s 1910 s 27 12 s (7)2) s :!7,062 s 11,n;,7 s (10,00~) ·27~. l 41 6 s 1010 s ~J.i s (25-SJ) s IOJ.'IOI s !ll ol\0 s mB:<~l -ss~. 
J 10.149 s 2190 s JHS s (IO.SS) S 2.693.346 $ ).990.126 s 11.297.410) ·ll'• 4 19.654 s 2290 s 2700 s (4.10) s S.400.UJ s 6.367.71) s (966.960) . u•• s 36,2.S7 s lJ ~~ s 29 J2 s (S.47) S IOJ76.US s 12.7S6.12S s (2.179.940) 19'~ 
6 44,066 s 74 90 s 2S 10 s (0.20) s IJ.I66.llS s IJ.27l.S9) s (lOS. HI) .,,. 
7 40.119 s 2S.7S s 2'67 s 1.01 s 12,6)4.7)) s 12.104,110 s S29.9lJ 4% a 1(450 s 2660 s 2} 58 s j ,02 s 4.612JI6 s 4.0U ,JJ9 s $2J,6?7 ll% 
9 61.$04 s 2740 s 23.41 s J.92 s 20,222,401 ( 17.129.269 s 2,193,1)2 17% 

tO 77,901 s 21.00 s 2U9 s 6.41 s 26.177, 177 s 20.114,47) s 5,992,704 )0% 
I I 57,272 s 21.60 s 21 .7S s 6.1S s 19,6SS.I64 s 14,941,079 s 4,707,716 )1'10 
12 29J,SI7 s 29.10 s 20.)9 s 1.71 $ 102.496,057 $ 7 1,817,614 $ J0.678,J7J 4)% 

TOTAL 656.296 s 40,4)7,92) 
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REQUEST: 

BeiiSouth Telecommunicalions. Inc 
Undocketed SpeCial Project 980000A-SP 
FPSC Staffs 1st Data Requesls 
Division of Communications 
June 19, 1998 
Item No. 2 
Page 1 of 1 

(a) Please provide a contribution analysis for lntrastale switched 
access charges. 

(b) Please provide the cost study and all associated work papers and 
related documentation, that results in the contribution analysis in 
(a). 

RESPONSE· (a) Attached is the analysis requested based on current rates and 12· 
monlh accumulated demand. 

(b) See response to Item 1 (b). 

INFORMATION PROVIDED BY: Margaret Thompson. Director 
Daonne Caldwell. Director 
Steve Bigelow. Director 
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BeiiSouth Telecommunications. Inc 
Undocketed Spe<:.al PrOject 980000A·SP 
FPSC Staffs 1st Data Requests 
Division of Commumcat1ons 
June 19. 1998 
Item No. 3 
Attachment 

REQUEST. (a) Please provide a contribution analys•s for 1ntralATA toll (mcludong 
common line WATS/800-type serv1ces) 

(b) Please provide the cost study and all associated wvri' papers and 
related documentation. that results m th"! contnbutton analysis 1n 
(a). 

RESPONSE: (a) Attached IS the analysis requested based on December 1997 
demand and revenue data. 

(b) See response to Item 1 (b) 

INFORMATION PROVIDED BY Margaret Thompson, Duector 
Daonne Caldwell, Duector 
Steve Bigelow. D1rector 



FI.ORIOA 

lnlrtLII• Toll Cnn1riho1ion An•lyoh 
Oca:mhcr 1997 Demand and Rc•rnuc 0310 

Converullon 
Mhlutn A""f"DC~ 

~!« oru .. Rtw.nu 
Dnulplloe (MOIJ) PtrMOU 

MTS 29.018.039 s 0.1296 
OCP' 2.791.~90 s 0.2846 
WATSISOO 1,9SS.OOS s 0.1493 

TOTAL 33,764.537 

Cou Coatrtbudoa 

PrrMOU PerMOU 

$0006 1011 s 0.12JS 
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$0.0061011 s 01 432 

Aaauallltd 

~ 

s 45.1~.084 

s 9.53~.033 

s ).501,701 

s S8.179,RI9 
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REQUEST: 

BeiiSouth Telecommunications. Inc. 
Undocketed Special ProJect 9BOOOOA-SP 
FPSC Staffs 1st Data Requests 
Division of Communications 
June 19. 1998 
Item No. 4 
Page 1 of 2 

(a) Please provide a contnibution analysis (separately for residence 
and business) for each of the following features. whether 
purchased individually or as a pan of a package 

1. 3-Way Calling 
2. Call Waiting 
3. Call Forwarding Busy Line 
4 CaU Forward1ng Don't Answer 
5. Call Retum 
6. Repeat Dialing 
7. Call Selector 
8 Preferred Call Forwarding 
9 Caller ID Deluxe 
10. Custom Code Restrictions 

(b) Please provide the cost study and all associated work papers and 
related documentatiOn, that results 1n the contnbuhon analySIS 1n 
(a}. 

(c) For each of the features listed in (a), please indicate the percent of 
your access lines (separately for residence and busmess} cqwpped 
with each of these features. 

RESPONSE: (a} Attached are the analyses requested based on current revenues 
and current rates Bus mess Chocce was notmcluded en th1s 
analysis due to the newness of this servcce ;o,nd the excstence of 
only 1500 lines at this time 

(b) See response to Item 1(b} 



RESPONSE (cont'd): 

BeiiSouth Telecommunications. Inc. 
Undocketed Special Project 980000A-SP 
FPSC Staffs 1st Data Requests 
Division of Communications 
June 19, 1998 
Item No. 4 
Page 2 of2 

(c) See response to Item 1 (b). 

INFORMATION PROVIDeD BY: Margaret Thompson, Director 
Oaonne Caldwell. Director 
Steve Bigelow. Director 
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J. Woy Calling 142,464 
C<tl Waiting I,Jli.OOl 
Call ForwArding B"'Y Line 172.212 
Call Forwarding Don'l Answe 307,89·1 
Call Rerum 239,642 
Repeal Dialing 4.5SI 
Call Selector 809 
rrcrcm:d Call F""""'dmg 317 
Calla ID Deluxe 523.198 
CUS1om Code Rcotridions 682,818 

TOTAL 
Flal Raiduce Lin .. 3,176,753 

nensrnuh Tclec-ommunte.UIOns.lnc. 
Undocl<I<d Spcc .. J I'TOJcct 980000A·SP 
FPSC St>O's I st Dato Rcque<U 
01\'t~.an o( Comn1unieat~,.. 
June 19, 1998 
ltemNo. 4 (a)~4(cJ 
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~tonthly Monthly 
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!2.!! r<rlunil puJunie Rt'\cnuc c ... Contribuuon 
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Due 10 lite wide nmge of nues th~ for dtcsc services,., average nue w;u 
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llri1Sauth T clccornmun•c:aucms. Inc 
Undodttt<d Sprto.al ProJ«t 9SOOOOA-SP 
Fl'SC SufTo 1st O•t• Rr:quats 
Division or CommUOICJilltlRI 
lun< 19. 19'lS 
ltrm No. 4 ( • ) & 4 r c l 

Residence Features 
Attachment l or 4 
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Businc:sJ Fu1ures 
(Non-Pultig<d) 

tnurvke 
Fnrun: QuantitY 

3-Way C.llm& 40,784 
C.U Wailing 130,174 
Call Forwarding Busy Line 64,934 
C.ll ForwardinJ Don~ Answe 137,492 
Call Rttum 
Rcpear Dialina 2,394 
Call Sdeclor sa 
Prcfem!d Call FOIW>tdlng Jl 
Calkr ID DdW<e 41,294 
Cwtom Code Rtslri<110M 506,403 

TOTAL 
Flit Bu.lneu Unes 1,27) 226 
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BeiiSouth Telecommunications. Inc. 
Undocketed Specral Project 980000A·SP 
FPSC Staffs 1st Data Requests 
DiviSIOn of Commumcattons 
June 19. 1998 
Item No. 5 
Page 1 of 3 

REQUEST: (a) Please provide any studies, repons or analyses conducted by or for 
your company that concern the relationship between the pncc and 
quantity demanded for vanous servrces offered by your company. 
If the company does not have company-specrfic studies. repons or 
analyses. but does have stud .as. repons or analyses that deal wrth 
this subJect prepared WJthm the past 10 years. please provrde such 
material. 

(b) Please provide any reports, studies or anaty!I<>S conducted by or for 
your company that concern the consumptton pant.rns of your 
Florida consumers as it pertarns to telecommunrcc.tiOns purchases. 
If the company does not have any company-spet~fic s1udres or 
reports, but does have relevant matenals prepared wtthin the past 
Ove years that discuss the willingness of Flonda consumers to pay 
for vanous telecommunications products and services 

(c) To the extent not provrded rn response to (b). please provrde any 
rc:Jons. studies. surveys or analyses prepared wilhrn the past frve 
years that discuss the ability of Flonda consumers to pay for 
various telecommunications products and services 

(d) To the extent not provided rn response to (b), please provrde any 
reports, studies, surveys or analyses prepared wrthrn the past frve 
years that discuss the willingness of Florida consumers to pay tor 
various telecommunications products and services. 

(e) To the extent not provided in response to (b), please provrde any 
reports, stud.es. surveys or analyses preparc.;d wrthrn the past fiVe 
years that discuss the relattve valuatton placed upon vanous 
telecommunications products and servtces by Florida consumers 



BeiiSouth Telecommumcauons. Inc 
Undocketed Specaal Project 980000A-SP 
FPSC Staffs 1st Data Requests 
Division of Communicallons 
June 19, 1998 
llem No. 5 
Page 2 ol3 

RESPONSE (Cont'd): 

RESPONSE: 

(I) Please provide any reports. studaes or analyses an your possessaon 
prepared within the past hve years that compare or dascuss the 
relative price levels of residential baste local exchange servace In 
the United States. 

(g) Please provide any reports. studaes or an:~lvses In your possession 
prepared within the past five years that compart. or otherwase 
discuss the price paid for typical mixes of telecor amumcahons 
products and services by resldentaal consumers an dafferent areas 
of the United States. If known, please indicate the dollar amount 
assoctaled with each component of the ·market basket' of 
telecommunications goods and servaces. (E.g .. andacate amount 
typically spent on local serv1ce. toll. ancallary services. taxes and 
other lees, etc.) 

(a) See the attached documents. some of whach are proprtetary 
confldenllal busaness anformahon and are beang produced subJect 
to BeiiSouth's Notice of Intent 

(b) See the attached documents. which are propuetary confadentaal 
business information and are being produced subject to BeiiSoulh's 
Notice o f Intent 

(c) BeiiSouth has produced any document!. at has an response to llem 
a, b, d , and f. 

(d) See the attached documents 

(e) BeiiSouth has produced any documents at has an response to Item 
a. b. d, and f. 



RESPONSE (Cont'd): 

Bell South Telecommunications. Inc. 
Undocketed Special Project 980000A-SP 
FPSC Staffs 1st Data Requests 
Division of Communications 
June 19. 1998 
Item No. 5 
Page 3 of 3 

(f) See the attached document.s 

(g) See the attached documents, 'which are proprietary 
confidential business information""ilndare being produced subject 
to BeiiSouth's Notice of Intent 

INFORMATION PROVIDED BY: Sus.an Callaghan, Director 
John Garrett, Manager 
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A prlnelpal 1- In l'llbllc Senlce c-mJn lona IPSCl be&rlnp lo 
whetller a.uUiorli:at1oo of lntnUTA •competition lo In the public lnt..-..t. 
In thla - ' m ieFIU'" Ia a ml_.. <=-petJtlon alrMd7 u.IOU wiUWI 
the lntnl.ATA III&I"U\ In the form. of ~~ competition, u woU u 
tac.llltl• -bued _,.uuon In m&n7 Jurt.dlctlona. The 
t elecommunJcaUoaa III&I"U\pl- Ia nol"lne rapldl7. Vlnuall7 all partleo 
recocnlu that the ~ 1a lA a stata t:lf u--ltlon trOCD tlM 
ublqltltoua ,....W.tary on•llulmeot ol J11terda7 to the competJU•e 
cnYlrotlllltnt of tM sw-t aDd tutUN.. 

The ' public lntlnft" Ia 111 ~ Idea drl'tWI b7 a 1111\'lad o( 
rattan. s- of tlM factor~ that ure iaapartaDt lnclllde M t\ln.l IDOioopoiJ 
theory, tlM ~ t:lf _,.uuon. the .rrect on local exdl&lla'e ratas. 
ublqltltOWI M"'rice aDd the a.nllablllt7 0( ,--bl7 prl<*l 
tooa-dlru.oce ....,h:e ror aU IDCI-- Tbt - lm •l•te considera tion 
Ia tlM effect that lntnl.ATA fadlltl•-bued COCIIPI\ltloo will baft on 
the LEC'o re•toiMS aDd t!Mlr a blllt7 to earo a ~aceeble rata Olf 1"'1\\11"1\. 

In W a paper, n sw-t a dl-lon on tlM rorm.watlon or a 
~mand model uatnc a new wl7tlcal 1111\hodoloo - the E 'Doaetrlc 
lhnkooOr.sar.t Locit 11 aM ....,..,, which t. 4MIIJ*I to ._ tlM errect 
or lntrocNctna ~tloo oo the pa"CCIItace or lntnl.ATA C\&Sl~ 
c:apt......s b7 aJtamau.. toll proc~uora 1n - or Bel.lSouth stau.. nu. 
ecouOCDetrlc model wu deftloped bT leiiS...rtb Tel--.munlcatl- ( liST). 
TM rnulta ol thla IDOCMI perat.lt u. to forcut the ~bare ol lntnl.ATA 
toll C\&Sl_.. and .-...c ... ca.ptured b7 •uSouth. ATI.T, wc:r. Sprint. and 
resell.,.. under Yarloua ..,nptl- about form 0( competltloo ~~&meiJ, 
IOXXX and I+ COCIIPI\ltlon. aDd tlM price c11ar..,s b7 -"' ol the C&tTien. 

The paper Ia orpnlnd u followa: the oat aect.loo re•l.,.. the 
empirical .,.ldenoe. Sectloo ~ d'-•• tlM motlY&Uoo tor aDd .annu,. 
or conslderlne the raM-Qdoir..S locit ....,..,, ... ••trlc tecbnlque In 
demand modela. Sectloo l dl- the "'"'' ...s In tlM 199'2 •liSouth 
lntnl.ATA looa ~ ,_, atud7. The ..: -.trlc deCDatld IDOCMI 
formulat ion aDd the 1 teud t\mctlon ~trlcatloo a.re dlacuned In 
Section 4. 1be tollowtnc MCtiCIII -•• tlM empirical multo. The 
tln&l Section w~,._ the Pl*!bla ll.mpe.cU o1 ~Uon on lntrai.ATA 
toll ...-.lcea. · 

The literature OD tal-munJcatiONO COCDpetltlon lncllldee 
diiCIIII Ioaa of bcUI U:C 111\rJ Into the lnterl.ATA market aDd IXC entry 
Into the lntrai.ATA market. 1fe wlU -trata l4re on the ta u ... 
diiCUiolon lwlllc:b baa to- '-'"•hol. 1fe wlll rnlew - t:lf the 
nudt... wlllch .,.aluata t.be ICDpKt 0( tacllltl•·bued 10\rJ, or the 
authorlzal lon or audl ontry, Oft t.be lntni..ATA toll prt..- aDd men...._ 

l 



~ntry or the !XC. Int o the lntral.ATA markeu, D. w. Ballard' nun th&t 
"Allowtnc !XC. a.ccea to the LATA will Pf"'•Ide the same benef its to 
coiiiW!len thAt they ba•e realized from Interstate &n<l lnterLATA 
competltlco" •• howeorer-, addresslnl the l~rn~c or why U:C. should not be 
allowed to t flttt' t tl. lnttrexchanae market, D. lot. !Wiard simply c ltn the 
consent deaee (loiF J l u the main r euon. 

In \ntlmony flied with the Wlnlulppl Public Service Commlu lon. 
Ka.serman hu nated thet allowtna competltl•e entr:y Into 
telecommunication• markets In the USA hu been hl&hly benertclal. In 
pilrticular In the lntffltat e and lnterl.ATA markets.. Further, he cla ims 
that the nmc bcncrtu will be ~ by the lntn.l.ATA market If It Is 
open to competition. Abo, K&Mrman a&ld thet "Sc•cn l economis ts have 
enlmated the dollar tnereuc In total social welfare that would r esult 
from &d?J>tlon of efficient prlcJnc pollcla In the tolccommWIICa t iOI\1 
lndunry. • He cites lefcral studln , 

Thes11 studln sc .. m to be consistent In their flndlnas. but mun now 
be considered antiquated. The Orlffln study cited by Kuerman, for 
example. UIH da ta for 19"1'5. The men rtc411t study rulowed by Jol\n 
Wcn<lcn Ln hla Ihl EsoogmiCJ i[ IclecpmmUQICJt(ons. aho c:lted by 
Kuennen, 111« del& fOf' 1982. The conscn.sua L!D0f11 these stud!"' 11 thet 
toll set'Yicn are prlc:ed too blab relath e to local sen lee. The r euon 
that t~. ose studies are not IODJC' relen.nt I• that Wlaslu lppl toll ratee 
hate been conUnuou.ly uduced 1tnc. di•..Utun. OYer- the same period, 
SCB' s locaJ rata II&•• bceft remained laraely nable. These chanJes 
completely undermloe the .-fulnen or these nudln. f'u.rtlltrmore , 
Kaurman d t« th... n lldJn to Indicate the lmproumenu In 10elaJ 
welfare that could be antldpated from "competition". Clear ~y t hese 
ca lcula tlonJI, atone, are no lonatr accurate or eno lndleat l•o of an 
order or maanlt ude. One should also note that the-se ntlmatn or welfaro 
aalns Include the effects or reii)OYliiJ "l.nefflclent" prlclna practices 
such u rJxe<l·r ate local urr.lc:e, u well u tho any subeldy r!O'WI from 
toll to local 1enlen, lnclu4lna lnterexchanae llt'Yfcn . Indeed, 
K~rman's cla im th&t toll La prl<*l below con ln Wlu las lppl today It 
not suppoMed by e.,ldence. 

K~nnan clt.n add.ltloo.al *'lclcnce to suppon hit cla!m that 
antraJ..ATA w r vten are not a oatw-al monopoly. ln paaa IQ-14 , l<aserman 
r efen t o the reduc:tlon ln admlolnratl•• barriers t o entry • thnc are 
Just re111latory ba.rrln • both national ly and In •arlous ttatn, u well 
u eccnocoet.rlc nuc11• of .lnt.rutate prtclna practlcn. Thl• casual 
observation that "entr7" has oc:eu.rred In oth~~r state. when r "aulatory 
barrier-s to the "pro•lelon" or lnt.raJ..ATA senlcn were r-•ed don not 
bear oo wllcthcr &nJ of the bcncrt u of competltl•• market bella• lor hue 
been obsc-<ed or would be obur<ed In tho R..BOc. LATAL If "entry· II of 

'otr Kl. t n \lm.ny o( IUL ........ Ia Ml t1IM I,.,I Ooc.loo\ .... ...UI...OJ90, 
p.l U~~~t,. "· l " U. 
l 
Direct t •• u..,.y .. O.v" L. cu-- Ia W:Suln lHI O.c.h \ ••• 

•c>-uA-o1t O. ,,., .... 
) 
fd a t ,.L 



the limited type Indicated by the parties In t he Wbsln lppl proc:eedlna. 
then the beneficial eompetllln cffe<:ta may be ncnexlnent. The prlclna 
~udles, however, are not so easily dlanln.d. 

There are ~ n udln , two by economlns at the redenl Trade 
Commission IF"TCI and one redenl Coaunu.nlcatlons Commlu lon atudyl. 8oth 
lntcri.ATA lntnttate AT•T prlcu and lntnlata Bell OpenUna Comp111y 
IBOCI prices were eltlllllned. The f'TC economlau, Wathloa t.nd Roaers, find 
that state• a llowlna lntrai..ATA cntr.)' have lower 80C toll prlcea tht.n 
·states without entry, capeeWJy If !the nata act to block competit ion 
of "llleaal" t oll calls. How .. .,., Wathlo. and Roccrs report • c::oefflclent 
on the binary for facllltles·ba.sed CC~~Z~petltlon wbleb bu a 1111\ opposite 
from the expected and lnslll\fiQ.nt ba.sed on a t·test. The rcc nudy flnda 
that r emoval or the problbltlon on IXC entry Ia usoc:lated with oven 
lower prices on aver aae than merel y r emovlna reuller b&n'ler a. The DOC 
prices are on the order or 7 percent to lS percent lower In nates 
tacklna reautatory entry barriers than In nates malntalnlnl lntral.ATA 
barriers. 

These studies use data from tbe 1915·191'7 time frame, cut lna soma 
doubt on their eontlnued ralevanee. ln adcUtlon, the tests are or 90C 
prlen whleh were nlll reaulated - and tariffed - Wl4er conventlonr 
r ate or r eturn r eauiallon by all but two states u lat e u Way 1989 . 
Thus, the extent to whleb the 80C toll prlc:n reflect the <:>mpctluve 
environment In the LATAs,, u oppond to the prererenees o( reaulat-• Ia 
uneeruin a t bnt. 

In a recent study, Christopher Klein (19911 tried to lmpro .. on the 
ca.rllcr studlu. Usln1 data comparable to thon used by Wathlo. t.nd 
Roaers, Klein obta ined 90C toll prlcea for J7 n.atea for 191n. After 
usembllna thcu data. Kleln concluded thet Wathlo.'a t.nd Roaora' a 
rei\JI&tory varlabln wen no loaccr &CC\II'ate c!Hc:rlpton for n a te 
lntrai..ATA pollcl" . 'l'bercfore , usJna the Telecom Publla.bJ.ai Croup sw-<ey, 
Kleln constructed the adciJtt.xlal policy variables that would rtCiect both 
the lntral.ATA entry ·and po ee recula tlons or eadl nate u or 19e9. 

In &n effort to duplicate the Wath'o. and Roaua ~•anulon. Klein 
fi nds evidence that restrictions on lntral.ATA entry are UIOCiated e ither 
with lower o~ no different lntral.At'A toll prlcea compared to prices In 
the LATA with no r._v1atory enlr1 barrltr11. However, when Klein 
subltituted the naw ~lee and entry policy variables for the Wathlo. and 
Racers varlabiH, the rti\Llu lndlca·te that the lowest L£C toll prices 
are found In nata that allow lntrai..ATA entr1. but lmpoM some floor on 
the prlc:ee chara..S by the entnnu. RelatiYe to 90C toll prlcn In st• tes 
that ~low fr• enti'J with no prlelnc restrictions, pric:n In n a tes that 
llmlled the prlca chuted by all e-ntranu wen 7.2 percent lower and 
prlcn In n.ata that limited on11 the IXC. prlcea were 1.5.29 percent 
lower. Thus, Klein e«~elud.n that tbe form or price rcaulat lon employed 
by the •arloue otatn hu more ln(lucnce over the reaultlna 90C toll 

' Th••• •h••ln &nl AIM W.... \AI•• aM a'"'" r. • ... .,.. U" 'll J IM 
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prtea than clo. ·~ttloo", a "f'Uit ~bared b7 both Taylor In hl1 
ttud7 of the lntantata toll market aDd Ka.tnor aDd lt&bn 119901 In 
their S'tlld7 tllf tbe price tllf lntruuta telepbooe ..-.Ice. 

In &A emplt!cal S'tlld7 uatnc &M\W ckta oo 41 nata for 1981. 19e9 • 
.and 1990, Sel•nr alld Collu 119921 -L!IIata a demand equation for 80C 
lntnl..ATA toll m CeL While the worlr. the7 report 11 prtlhD.lll&rJ &n4 
oft&Oinc. the7 t_. their arforu oo -.wotnc the ~ of 
hcllltln-buad lntnl..ATA ~t.loo oo 80C'a tntnl..ATA toll c:kmand. 
rather than pc-lce u In .,-u .. nudl-. n. ....Wta pr-o•tde aoma 
e•ldence of a reduc\Joo In IOC lntrai.ATA •ol,_ In nat• with approu<l 
(acilhl•-buad lntral.ATA ~tJo... (9.5• ~oo b7 19901, bowenr. 
'lhe model laelr.l dJlWD.Iaa aDd IWWta muat be tnt.,.-.tad u abort term. 

R.eportad 1- of marUt sbare <Na to autbarlntlon o( IOXXX 
hdlltl•-buad entrJ line bee ,_.ally low. w •• ICea to llldl 
losses can be found In a numw o( tal'llmool• flied In •arloua 
Jw-ladJ~lOM. For CIWIIPla, AT1or1 ln\ALATA lOXXX cal li ..... only about 
l lt of WT'S tlllnut• In '-a7I\'UI.la aDd 2" In Waryl~ •II.-. lntr~TA competition llu oc:c:utTad alnca l9t'7 and 19M, 'wpec;tJ.,.l) 

AU of tbe tn.ck.tnc reparU alld C~Pirlcal wortt a.-oc:la tad with 
meuurlnc the 1m~ or faeiUtt•-buad ~ltlon oa tntr~TA toll 
uJilnc •ol-. reYen-. aDd prt- ez•mlne • '"1X!Ipet1tJ.,. III&I'Ut •II.-. 
tile local exdw\&'1 comp&nJ f- caDpl'ttton' IOXXX d.l&Jtnc plana. 

s~ r~ ,_ tllf Ohio ----. ..... ,._u, reported tn Ohio to 
ii\IQW\ thet 4n t/1( ..-J4c'llaJ alld 56. t/1( bwk I I ~ In 01\10 
would pc-afer •a stncle carr~.. for all tllf their toll ..-.tee• o•.. ·~ 
c:WTent &rriU\ICII*It with - carrt.. for all at tbelr toll ..-.tee• . 

ATioT llu cloe\.!mcta<l Ita In~ In ~Uq Ita ~ to 
one-ttop shoe> for tone dJ~ ea.lllq. llab 119941 ouawta tbe •alue o f OM-ttop sbopplnc: "1ftth tntn.I...ATA ~UOD. cwt_.. will be 
able to ccmblne U..lr lnta-LATA aDd lntnl..ATA calllq with one carrier to 
mwmlu tlltlr •ol~ diiiCOWita". 

In the next ~OD. - deKrlbe tbe ...n•J _ _,_,.le marlr.a-tlnc 
rese&rdl •• UMd to ..- tbe 1mpeor:t tllf la l bralld -· lbl C'US\IoJaltJ to CIJIT'a>t tbe cwnDt pea P ibaeribad tntarUTA earrl .. , lc:l the 
neceult7 of dl• Hnc atrt dJ&:Ita for IOXXX c:a.lltna. and ldl a ~rice 
adftll~ 00 OOOP cbot01 o( lntnt.LATA toll pr-oYider. 

Tba ~. aetllatl7 ~ lA .,-17 1992. m&J well be U.. rtrtt 
uallable !IW'TeJ-. bl~lc: dJI!ICI'Wta dlotce ttud7 or Ita lr.Jn4. 

• 
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2. The Rank-Ordered LAlit Sur,.yll:conometrlc Technlqu• In Warke tlnc 
Selene• 

We use a rank-ordered lo1lt an~acl,la l&.w. C&rdcll. and Haurm1.11. 
l981: Hausman and Ruud, 198"7) In thlt ttudy to &n&lyze ranked choke 
<Uta. The rank-ordered lo1lt model offers an alternative approach to 
conjoint analyrlr methocll widely ured ln th.e rnarketlftl lndurtry. 

Wlttlnk and Cattln (1989) rpea~late that the uer1.1• number of 
conJoint appllcatlonr appro&ched 400 per year between 1981 and 1985. 
Since 1985, the number of appllcn lons per year haft lncrea&ed u 
conjoint software hu become widely available. In eontrktt. the Ult of 
rank-ordered lo1lt bar been llmlted. Wott nucllcs have been proprietary. 
however. Tardiff (19891 demonrtrated the technique In an Information 
scrvloes application. 

~ 

Some authorr have compared varlour conjoint tcchnlqun. ror 
ex.ample, AaarwaJ end """" !19911 provide 1.11 cmplrleal comparison of 
r"esulu from a Hlf•npllcated model and Aclaptlve Conjoint A.nalyllr 
CACAl. U.l1b. W&dC.ay, and SWlltlleN (1984) provide a comparison or nrlour 
conjoint techniques with the Hlf·expllcated model . However, wAth the 
Increased lntcrtSt In dlrcrete cbolce amonc rnarltetin& sclontlru 1 much 
work is needed to aneu the relative mcrltr of popular , .,.,;-.tnt methods 
and cliscrete choice methocb wbldl I~: poe att the random ut ility model of 
Meradden (19'74). 

While Louviere (1988. p.96) cautions practltloncrr In tht 11M of the 
rant-ordered loa lt model. the praetleal bcntfltr or rank-ordered 1o11t 
led us to chooH thlr tec:hnlque u th& mort llltely dlrcnte cholee 
~acltematlve to conjoint methode: therefore. we UH rank-ordered lo1lt u 
the preferred discrete choice t.chnlque In the application to AL~ 
futW"es for wlreleu telephone UMI"'J. 

The C"autlonr out lined by Louviere (19881 lnclud& the ltrln;.ency of 
assumptions that •(a ) the mulll.oomial loah choice (loCNl.l model lr a lood 
approximat ion to the unobHrved <.holcn Implied by tba r&l\ltlftCS, (b) the 
Individual Is perfectly tnnrltl.. In tba UIIObKr-red choice nll Implied 
by the rankin11, and (c) the lnd!Yldual lr perfectly conslnent In 
his/her rankln1 behavior In the unobeerved choice seu Implied by the 
rknkln&•." and (dl the" Instability of estlmrted parameterr from models or 
baled on different rank cleptha (BatHIL and Louviere 1991, p.2041 . 

Howner the attnc:tlve practical featurH or the ra.nlt·ordered loalt 
rnodel when eatim.ated frca~ telephone rurve1 clata lncluc14 the (a l the 
s implicity of the ranltlftl quntlon whlcb r-educn rosslblllty of 
eontamlllatlon and blu or rcs;>ondcllt cbolen !bl the cmphulr placed on 
the r espondenu' tradeoffs amo111 attrlbutn •• u would bf

1 
rrqulred In 

tne r eal world where eontiiDicrl race buclltt eon&tralnll · · , (c) the 
~l &nlflcent reduction In the eon of ma.t ket research urocl•ted with the 
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reduct ion In required numba- of completed rune~. ar.4 ldl tile 
ineorpon.tlon or the ra.odoal utJIItJ model llkn·Akln and l cnnan. 198SI • • 
a nandard u.sumptloo oC discre te choice ana lysis. 

Cln n Ill appc&IJna reat\ll'n, we opttd to use the rani-ordered lo1lt 
mode l u a pplied to IUM"I)' data. Howeoer, WI respected tile caution• or 
Louviere and othen np.rdln& t ile use of ranked data by llmltlftl the 
nwnber or r anb to only 5. 

Whil e we do not pro• lde a direct compariiOn or r ank-ordered lo&lt to 
conjoin t or s.lr •explica ted models, we do provide a brief exposition or 
how the rank-ordered lo&lt surtey/econometrlc proeed\lre eomP"J'H 
llleoretlc&lly to the conjoint an.d K if ·explicat ed metllod.l or iiJI&IJt ls . 

Our best ttartlna point for comparison or the rank-ordered lo&lt 
surtey/eeonomctr lc melllod with eoojolnt Is the h)'brld conjoint utlllty 
speclrleat lon tCreen, 19641 excludq, for s implicity, the t•o-ractor 
intttr ac t loo effecta. 

J 
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,h • r• • ••n4Mt ,.. , u lt • t Q I l ute• wU l Uy calc"· 

• • , • • •• \ 1\t .... ,. , • ••• ..,.,,._h • ••• , ••• • , 
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U t rt ftr h•t l I t f tUrl~h ) , 

•• I • \A t aat• • t h e' .._.~ ••rt•• •• tw h • • l I 
t( a tUI.._.h J . 

(I) 

Conjoint practltlonen trJ to lmpro• e the accurKJ or 
setr·e~tpllc;ated 11tllltl.,. ID two wa ya. rlnt, theJ ac:a le tile 
self -e~tptlc;ated utllltl" · by enlmatlftl tile coefficients a and b In the 
hybrid conjoiDt utJIItJ equation. Second. they tes-t for s lanlrteance or 
dummy ..,.labl" (malA erreeu or Interaction errecul In tha h7brld 
utlllt)' equat ion. 

The ranlt·orw.d IO(It model we u.w for tile 1992 lntr.U.TA 
competitloa stud)' COCDpletely ocnlts the ulf ·expllcated utilities from tile 
utility function. IMtead ~ attributes are enttlNid dll'e<tly u 
COOt !nUOUI Y&rl&blet. ror CIC&mpll, 
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where 
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Comparison of tj\e popular hybrid conjoint with the rank-ordered 
loalt utility q>eelflc.atJOC\II hllhlllhr.. some or the key differences In 
approac.b.. TM hybrid coajolnt method relln h .. •lly on self -explicated 
ut llltln, ylelda ~Y\d\1&1 utility r..nctlol\l, and hu no bula In a 
random-uUIIty model • In contrut, the rank-ordered 1o1lt model makes no 
usc at all or Mlf-czpUc:aud utiiJtln . ntlmatca a houMhold utility 
fu.netion with a aysum&tlc or non-random par1 common to all tlolaeholcls 
within a democrapi\Jc cattlory, and relln hu•lly on a random utility 
theory. 

The hybrid conjoint meUlocl nana from Mlr-upllcated utllltln and 
uses main or 10\er•~tltm tfhc\1 d\IQIIIIJ varlabln to lmprofl the fit of 
self -explicated ulllltln to ranlla or alternatl•n . n.. cocfflclcnu In 



the hybrid conjoint utility equation .are either ~le faetoi"S applied to 
self - explicated utiiiUcs or incremenll to u lf -explkated utili tin 
desicned t o achle•e e statlstlc&Jiy •best • rlt betwten each •·espondt nt' s 
gvcnJI l'~tl!ll · W rt.IIM of ljtlrrl\1\iYH 1.114 1:0rrnpondl111 total 
utilities. 

The rank-ordered loalt model uses the continuous attribute variables 
I the discrete choice c:ountfl"()art to conjoint's maln an<l interaction 
e ffects <lummy nrtabtcsl u the narttna point or tho utility 
spec:trtcat lon with adjustmenu In intercept made for tho various 
demoaraphic cateaories. 

:l. The 1992 lntral.ATA Lone Distance Unn St1.1<1y 

The r-ank-or<la'ed lo11t specification hu been effe<:Uvely uu<l ror 
new pr-oduct.s or HMiees In seYera.l demand studies IBew. Cardell , and 
Hausman, 1981; Coett. Wcfadden, Woo, and Boese. 1985; Hausman and Ruud, 
1987: Tardiff. 1989; and Tardlff. 1991). TheM studin h&•e used the 
rank-ordered loalt model to predlct 'the c!cm&nd for new products tn an 
e.xlltlna market. The method orren • clear ad•antace over earlier 
methods by re<lucinl the postibllitles for blu embe<lded In telephone 
quest lonnair~ and by belln& the analyslt In solid belle eoneepts of 
eeonomlc theory. 

OUr study dlffers from eviler published stuoln In Ill focus on new 
entranu lratead or new product• and scnlces. In UllJI casco. the new 
entranu aro the lnteTUchallae c:arrlen~ In the lntral.ATA lona distance 
market. 

In order to estlmate thlo demand model we surYOyed a stratified 
'5atnple or BeiiSouth'o retldence an4 buslnes• custOmCI"S. Telephone 
Inter views .were conducted between J&nu.ary 2Jrd an<l F'eb!'\1&1'1 tJ. 1992. by 
Response AJalyeb, m Independent lll&l'lcet rHCarch firm. The sur•ey used a 
telephone·mall-telel'l\one tcchnlquo and wu conducted amona a systematic 
r&ndom S&lllplc or c:\ll'T'tM lntra.!JtTA toll IIMTS In ONI or the states 1111der 
BST jurisdiction. rour hundred nlllety-.llht residence eustomen and thrH 
hundrc<l and s lxty·MYOll bualnesa c:unam.en were contaetc<l.. 

In the n.., awtbodolol)', NMeJ respondents rank altcrna tl•e lona 
distance ca.llinl optlcca Corr .red by S.IISouth and Ita competitors) at 
specific prlea. The IJIII\bodoloo pro•ld.H betur forccuu or competitor 
marltet &bare by tncoc por &tinl the tr.aJSeorfa thet survey respondent• make 
unona attributes - I.e ., nwnber or dla lts r-equired to place a ca.ll and 
prices. Waldna tndeoffl In purch&M decisions Is part or belle economic 
theory whlcb says that eoruumcrs comp.are the utilit y of various options 
and make choices within their bud1et connra.lnts. 

Response Analyslo, Inc. develo!*l a provam to randomly :zcnerate, for 
eacl\ respondent. f!Ye carrler/prlce/ ac<:eP options. Th#se (l•e •service 
p•ckaae· optlora wtr e ma.llc<l to respondents f or- un durinl the follow-up 
Interview. The provam wu IU'\Ietured to produce a penonaJioted cover 
letter llld I euttom!ad let of (lyt e&l'l'ltr /p.rlee/aecep l l!enl&tlfft (or 
eoch r espondent. Reapondcnts were asked to rank each alternative from tho 
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moot attractive (most lllulr to bur l to lun a ttract!•• !lean llk• ly to 
buy). 

Slxtn<> poalblo carrier choices wor e uud: BeiiSouth wu al ways one 
or U\t cbolccs · for u tb respondent . In addition. u eh respondellt' s pack.... Loo:luded ber/bll C1II'T'CIIt lntereJCc~e carrier. Five possible 
price le• e t. we:-e used ( S, 10, IS, 20, 25 cents per minute !. iN'« 
pos•lble access roetboc!J UOXXX, one-plus, IOXXX with an a utodia ler 
supplied at no cost by the lona dJstanc. eompanJ) were presented to ha lf 
the sample, two accn s methoda UOXXX and one-plus) were preunt ed to the 
other hair. 

Once thne ~ta had been collected on our samples of respond'ents they 
were econometrically procesMd to n tlmat o a demand model •• the 
rank·ordered IOJit model •• rela tlna aacb c:unomer' • carr ier choice to 
t~e charac terlltlc of that carrier'• offcrlna. Ustna lht. econometrica lly 
derived model, the llkc.llhood or selectlna a particular &Jternatl.. was 
rel tted to tbe pr ice charaed, the name or U\t carrier, and whethe r or not 
a 5-dlclt aceus cads wu necotaarr to access U\t carrier. Where the 
cholc,e w:u BellSouth, the choice wu aJso related to the =nomor' s 
current leve l of toll domall4. f.w lnterexchance carrien, we &110 
Ident ified cases when the carrier wu currentlr tbe customers 
pre-selected lntcrLATA toll 1\ll>Pllor. f.w Bualness c:unomcn "t."or than 
BciiSouth. we found a rela tionship bet ween choice of lntr&J.ATA cut"ler 
and a vari able lnc1Jcatlna whether « not the c:unomer cwrently 
subscribed to anr one of aiJC IIlah volume servlcn offered by AT&.T, WCI, 
and Sprin t . 

. . 
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4 . The Econometric O.ma~~d Wodel 

We use ':l&Xlmwn llltelll\ood estimation to n tlmate the eoefrtclenu or 
a utWt7 fWICtlon s imilar to equat ion 121 above. followtna Hauam.a.n and 
Ruucl • the utllltJ funct ion 11 

v. • X'-11 • Ua m • t •••• • w {3) 

where X. Ia a Kxl •ector of attributes. IJ Ia a Kxl •ect« or coefficients 
I utlllt7 we lahts), and u. Is a t"andomly dis tributed dlnw-banc:e term. In 
OUt" cau. WooS whlc:b Is the nwnber of the "su-riee paekqe" options 
presented to eadl S\ll"teJ respondent . The loa lt probabi lity tha t J Is 
preferred to a lternat!YH 1, ... ,)•1 Ia 

• •xpiX'JII[t cxp(X'\41]·

1

• 
1• 1 

J > I . {4 ) 

If tho Index of ~he ... M'tco paeb,ce" option .-anke<l mth Is r,., lhe 
probability of the r&llll orderlnl 

where 

,...ln ..... rvllo 

Prlr.X.IJI • TI r-[x.... ... .x. ..... I:IJ] . 
••• 

X • IX.:m• I, ... WI 

(51 

In ot her words. lho probability of a r&llll orderlnc or W futUt"n Is 
oimply the produet of W·l mwt lnomlal to1lt likelihood fW>Ctlons . 

n A. H•usman and Paw A. Ruud {198'7). "Spcelf71na and Test1na Econometric 
Models for Ranlt· Ordcred Data. • Journal of £conorMtrl<:l, 34. pp. 83·109. 
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The lo1·llltellbood whleb mulm!zed Is the sum or N loc·llh llhoocb 
for the N 1 espoocSents • 

• 
L(ll) • [ loc (PrlrR, Xo:lll] 

A• l 

• t-"r' to1 (r [x ..... x :11]] l.. L .. .. .... a , ., ,,. 
n•l ca•l 

(6) 

The estimated utility wellhts a.re thoh whleh mulmlze Lllll . 

Th• Demand r ll.llrtloo 

A demand fWICtloo t. apeclfled u follows: 

where 

St • PI • N I • I • ( 1, ... ,16) 

I • an Index r oferenclnc altcrn.atl•es I l.llrouab 16 
St• the numbeT or sublalben to alternatlYe I 

(7) 

I • the set · or altU"n&tl•es l throulh 16 II t. c:ontalned In the 
set I) 

N • the number cunomcn for whom altCT1\&tl•n 1 l.llrouab 16 
will be aYal lable 

Pt• the upected proportion or cunomen l\lbilerlblna to 
alternat!Ye I . 

ror a locit cl.lacrett cholc:. model, the formula for the expec:ud 
proportion of c:unomen sublalblna to eaeb alten~atl•• Ia 

Pt • (1/Nl • 11'11 • ... • Pt• l (I ) 

where 

ll 



whue 

Pia • exp( VIal 
• 
[ u p{ v,.l 
J• l 

] (9) 

P1• • tho probability that customer n will clloose alt~rnatl•• 1 

v1 .. • B1• xu ....... • Bt • X&Ja 
(I.e. V Ia a linear funrtlon of anr lbutn and 
characterlstlcel 

K • the n Wll b u of attrlbutn and characterlat l<:'l which 
s I lfllflcan tl y Influence demand 

Xa1"• the oaluo or tbe 11th attribute or characteris tic for 
alternatl•o I and customer n 

5. Ruulta 

Econometric modcla wen ntlmated uparately ror residential and 
bus!nna c:ustomen. The mu.lmum llltellhood coefficients are reported In 
Table I &.lid •arlable cMflnltlcna In Tabla 2. A almplo llateroocedutlclty 
correction procedure wu used to mlnlmJu tho Impact or Increased 
variance or unobauved ut.IUty with rank depth. Spec!rlc:ally. the 
varlablea or the model were dh1ded by 2 for r ank depth 2. by 3 for rank 
depth 3, and by 4 for r-anlt depth 4 . lbla effectl•ely modet. t.he var iance 
or unoOMn>ed utility u a linear function or r-an1t depth. While not 
r eported, a non-nested h:rpothest. tnt uslnc the adjusted likelihood 
ratio statistic auqested adoptlnc the tleteroKed&stlelty-corncted model 
our tho equln lent one not eoc rected for crowlnc varlwe with r ank 
depth. • 

The coefficient estlmatn are conolstent with economic theory and 
this confirms our contldenc:e ln the model. ror example, tho mode l 
suuestl ~h&t demand . for lntr&I..ATA t oll MrYice Ia a function or price. 
that, • ltb competition, the U:C's share of lntraLATA toll volume Is much 
more vulnvable with I• prnubtcrlptlon than with IOXXX accno. The model 
also lndlcata th&t rnlclent.l&l customen are more llltoly, uerythlfll 
else equal, to Mlect well-known carrion like Bei!South. AT&.T, WCI and 
Sprint than leucr known ruellen lbualnnl custOCIICMI are s llahtly more 
likely, n erythlnc at. equ&l, to select rete lien). f"ln.all y, lhe model 
rOYcalt th&t, If they ..,ltd>. c:ust«n.,.. are likely to Mlect the carrier 
they use ror lnterUTA senlce t o handle their llltraLATA service. 

An addi tiona l ruson for placln1 confidence In tho rnulll or this 
model Is the ean axerelsed In nrueturl'll 1M lutfiJ. In rtl'lletU/'1111 t he 
survey we trlt<l as much u possible to present conrwnen with real market 
cholcn . f"or ox.ample, the respondenu alwaya received their current 
lnterexehlll\&o carrier u one or tho &lt.rnatlve earrlcrs In the rankin& 
exerdu. Tho a lternatlus ope11 to each customer ware carefully 
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descr ibed pro•ldlna Ullll'ance that coMumers were m&klna 
choices. Additionally. eadl alternative wu associated with t. 
service price . Tbla anw-ed that consumers wer e chooslnc 
rea listic alternatJYes not irrelevant hypothetica l• . 

rational 
speclrlc 
between 

Also, rather than uldnc conaumers to simply choose between 
BeliSoutb 111d tome amorph0111 alternative, wo uted tl'le a:tua l company 
names of all tho lona distance companies who record.ed areat er than 
1.000.000 swit ched aceesa minutes of use per month with BeiiSouth. These 
company names were used to r andomly aenerate a series or hypothetical but 
r-ullstlc combination• of c:&lTicr choice. price and dlallnr method. 
Respondentl ranked these f rom most to leut fa •orect. 

The S\U"Tey technique a•oldl leadlnr tho respondent to uloct a 
choice favored by tho S\ITTeyor. Further-more, differ-ent coMumers were 
Offered d(fferont ChO(CCS &moQI their altem&t(Yes. This a lao &VO(ds 

btu lna the response and maximizes the number of poulble cholcn 
examined. 

Potential sample retpondentl were nratlrled by the ir lo•el of 
intr-al..A TA toll demand. Tbla auured the lneluslon of re la thely IIIah 
volwne c:ustomera who may not be .numerous but are dllproportlonately 
important In projectJnr marut sbare. Within each slu rtrata the oarnplea 
•urveyed wor-e uleoted randomly to a.uuro proper roprnenutlon. 

Potentially contre•ental quentona wen~ directed only a t out.~ples 
o f survey respondentl to .....,... that result• were not unduly blued by 
thete quutlona. r or- example, one Issue wblch wu uoumed to fO"rn 
market share wltb IOXXX competition Ia lho anlla blllty or sl)et!d di alers 
wblch permit cun omen t o eully and conYenlontly dial acc·eso codet. But, 
with r eaard to pra•lous surnya It wu ~ed that by lnfor-mina 
r-espondents about tho availability or rpced dlalera the lllrYOY attlvely 
e ncouraaed respondentl to choose alternatha carr-lcl"l. Consequ.ently, In 
~he current aurYey, lnformatloa about speed dialel"l wu pro•lded t o only 
h alf the sample. In lhll way •e eould determine the lmpoct of thla 
information wblle ne•ertheleu belna able to forecast market share when 
'the infor-mat ion 11 n<>l pro'tlded. 

Since the infor-mation oo rpced dlalltl"l hu a rolatiYely modest impact 
oan the outcome and siJICO for ecuu based on the mode l do not include the 
•effect or thll Information, th(l informat ion could not have blued the 
modellnr resulu . 

t.lodeia ........ Oltlmated Hp&rately ror the nmple of contumel"l who wu e 
specifically Informed about a ut odla lel"l, and thOH not a ivon thil 
informAt.llon. Howe•er, alnc:o the parameters of the modele were quite 
• lmilar for- both arou~. the fln&l model uwd Is based on the rull 
sample. r or Spr-Int, lbut for nor.e or the other carrilll"ll the pr-etence or 
• rre·e autodia ler in the senlce offcrlnr appeared to docre&H the 
buslnesa demand for that carrier. Hence, that effect Ia Included In the 
final model. 

Simulation• uslna the final ettlmated demand model are summuiud 
•eparately for r ealdenc:o and bualneu cun~omera In Table J which Is 
appended t o this document. Tobie 3 swnmari:tet t he porcent.&J• of intr-al..A TA 
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toll ~ captured bJ BellSouth Lad the 0\.tMr lllteraenanc- carrlen 
undtr wrii"LL alttr'll&tiH u.umpt1001. AaJ•mlnc all CUT!... ~ the 
AmOt price u Bell.iovUI Lad ..,.,.. co the In~ carrl ... r«~ILII"ee 
di&IJna IOXXX. BeiiScNUI c:ou1d be ~ to 1 • In abavt XX ~t o( 
U.. ral.s.- Lad XX ~t of tbe bus'- iiW"Ut.. "-1nc that I• 
praubecrlptlon Ia prlllltud B&IISouth's ~taee falla to abo.Jt XX 
percent for r•l.s.- and XX ~\ ror lNII,_ ~. 

Undoubtedly U.. drutlc cSacltn. Ill the ~taee o( c:unomen 
r-etained by the LEC wwld DOt occur o'I'Wnlcbt. ~ ..,.. oftec slow 
lO I espond tO dlallcw Ill marUt ~ ~ u- m&y well 
repreaent the outcocne o( a OCIIQIIel.ltJ.,.. lllU"&LATA m&rUt wtllcb hu bee In 
pi ace r or M'9W'al ,_,... Ill the cww altuatlon of r acllltJ•-bued 
lntral.ATA OCIIQIIel.ltiOD. lell.Soort.b ~ a alplflcut ,.... thare of the 
lntral.ATA marUt, but lu ~toMI make wbetantl&l ~ The otber 
pota~tl&l caapet~toMI - AlT. wa. Sprint - ..,.. a11 ... u tnown auw11 ... 
of toll _,.Ice with wtllcb ~ ~ alrM4J ba" - ~tACt and 
It llanlly - ~lalnc that tbeJ oould capt~.n XXXX of the total martat. 0( courw, wiUI I+ prwllbec:rlptlon the IIIOOal aua-u that u
c:arTien would M'N & SUbetantJ&I a.dn.ntaee O'NI' BellSouth ( U theJ off_,. 
U.. opportunity for - ncp ~lllc for toll M"YYoel aod. '-· wwld capture DMTIJ lOOOOOOOOOC o( the lOU! marUt. 

If BeiiSouth Ia rwtrlcted bJ ,....WatiOD8 from ~Inc CCQ19etltl•• 00> price. bown.,., Ul1a sltuatiOD ooul.d bee ,. miiCb ,_.. eriUcal. To 
Illustrate W e - U.S the ' •ad IIIOOal to olmulaU BeJISNUI m&rUt 
~hare "'- the pn.:,. c:llal'..,..s bJ lu OCIIQIIel.ltora fell below It bJ 5 oenu 
per minute. Un<Nr Ul1a ~ ltiiSouth'a ~ o( the "'-'
martat fell co XX ~\ wiUI IOXXX - aod XX PlfUI!l a••mhll I• 
prnubec:rlptlon for the ~ carrlrL Tbe ell"'ftl•t ~~.-
~ ,....., XX ~t with IOlOCX ..,.,.. and XX ~~ wiUI I• 
presubec:rlptiOD. 

Table 4 reporU a wpan.U anal:rala coodw:ted ,_.. ,._,tiJ with the 
same rHponda\t dau U.S Ill the 199:2 rnxiJ. Tbe IIIOOal coef'flclenu ,..,.e 
r&-estlmated u.tnc the Ha--·Ruud (191'7) ~city COl 1 ectiOO> 
p!oc:edure . Then. relatlft lllrUtlllc ftrqUI o( 1ST Lad ATI.T ,....., 
ntla>&ted .,.Inc the IIIOdel oo.tflci•U. A dJnrlbutl00> o( ll:lU"&LATA toll 
calllnc rncnue ~led .. lO calc:W.au a dJnr·lbutlOO>·welebted • ..,. ... 
of prob&bllltl• o( cbooelnc ATI.T ..._ 1ST with price pultJ, wltlVwlthout 
th.e pr-- or ~ loJ&itJ u ... the t_,.;.,cy of ~ to 
e'- their C\lnWI\ ~becribed ll:ltari.ATA CUT!.,. u the carrl_. of 
choice for lctraLATA calllnc), Mel with ovla.. 1 ... 1a o( price 
adnnuc- for Bel!Sou\L 

Tbe ~u Ill thl.l p&fMI' ..,.. a pre"•IQAP'J at~ to - lm&u the 
effect.a o( ~ cbanpe Ill recuJatlOO> o( the ul--wllc:etl- marltet . 
The tclecocnmUftlc:etiODia m&rUt II u ~ly COCIIPIU Interact ion of 
suppiJ, demand, and political !acton. all Ill an ~ with q\lldliJ 
clw!llnc tedlnoiOCJ. Aa C>Oe-1>1U. f.ad lltJ•-ba.Md •trY uu. pt... Ill 
the future, we can tben tracll lnu,.!.ATA c&lll ifll ~~~~""' \0 - \he predlc:tl•e accuracy of tba 811t'ftJ·ba.Md • ; OQID'i'U'Ic IIIOOala. UriU I u-_ 
we mu.t reiJ on ...,.,.., • -.vic ~ lib Ule - ....S Ill thlo 
stUdy to mlni.CDln queetiOM&Ire blu Mel impro're the r•all .. o( rau.tu. 
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6. lmpaC1 or lntra.UTA CompetJ tlon on the u;c. 

Two bulc •.ffecu follow from a llowlna lntrai..ATA toll competition 
One is that the lntroductlon or compet ition will force the price or toll 
service fOf" both the IXC. and the U:Ct towards the eon of s:ro•ldlna tho 
service. The ucond effect It the dJ.rect lou of L£C toll ro .. nucs aa tho 
IXCs bealn to carry lntrai..ATA toll traffic on t.helr own facilities. In 
testimonies flied with the state PUCs, IXCs ha•e arrued t hat, a lthouah 
th• L£Cs will lose toll revenues, those re•enue lotus will be directly 
offset by additional swit ched ~ charae re•enues coll ected from tho 
IXCs. The IXC. he" fun.hcr araued that thcu offsetUna ~• charao 
r evenues will allow local. rates to be unaffectl<l by lntrai..ATA toll 
c<>mpetltlcn. 

Tho IXCa' arrument mun uswne that e<>ntrlbutlon from toll r o•enucs 
would be r eplaced by eontrlbutlon f rom aecHa char&"· Thla assumption 
I• unrealistic s ince the sulnp In lncrementaJ cotta In mo•lna from toll 
to acee., are likely less than the difference between L£C lntrai..ATA toll 
rates and switched ac:ea.t rata. Flll'Wr, the L£C toll tralflc lost to 
the IXCa would not be repl&c:ed oolely with n ltched &CCIII bee&utc It Is 
more economical to a•old ~~A&e-senJitiYI ac:e'eu d\arces and ~e some 
custo~Mrt throulh flat-rate<! special. &e<:dl Of" U:roulh complete 
facllltlcs-bypasa of the L£C by dlreet ecnnectJon to t.'4 eunomu 's 
prm\ius. 

Fun.hermore, the lntaiM competition In tho special. aece11 market 
drives tbo price of apeelaJ acccn down malllna bypua of L£C toll oven 
more eco.nomlc:..a..l. r or e-x.ample. New York. Tetept\one wu .,.-anted a prlce 
decrease for apcc:laJ aeeeu OS-I c:JrcuJu from $1062 f~ a 2 mile 
lntcr-offlec line In 198'7 to $744 for the aam. line In 1989 • Tho rcc 
decision In 1991 which proposed collocation f llf" special. access will a llow 
IXCs to further reduce the r ates fot' their hllh- and medlum-•olume toll 
'ervlces. 

Anothe r flaw In the IXC's &r~UJDCOt that contribution from ac:ecss 
charco r evenun would replace eontrlb·stlon from lost L£C toll r .. enuo Is 
the assumption that switched ac:ens d\arres will rcmal.n at c:urrent 
levels. Put experience In otha- proe.dlnp Indicate that competition 
will force swltchl<l ac:eca ch&rres down toward& their true cost. It It , 
therefore, likely thai · lntrai..ATA lr'1LI\amlulon eompct lt lon will put 
downwvd priiNA on IIWitched &e<:dl ratll. 

To the txtcnt that """8 d\arcn are reduced, tha contribution 
c:urr"ntly pro• lded by accns d\arres will be rl<luc..S. Thl1 In ltstlr will 
unuolda bly r equire clwlcu In eJthCI' local. or L£C toll raiH. 

Another oJfCC1 of lntrai..ATA toll c:ompctltlon wiU be to force L£C 

,. 
lorry tu·•llt. .,.,. ....,... .. 

hluom.mwnlu\lon• (H' Lare:o v..... 1ft ..._ Y_... • '" 

• Compel II lVII £nvlrONI'\CI'lt. ,....._..,"1-• ., 
T ' ' u omm.wn 1 u. \left;~ Clll'tlw ..c.•. llaUMal E4~• 

lt~.c • A.Jf'U Itt•. , . l • l t . 
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t oll rates towanb co.t. This pi\CliOmenon will 1\ne scnral sceonc!ary 
ef(ecu. The U:C to:! r ates were set to recover a tota l atatewlde 
aureaallon or all L.EC toll cons and to provide a subsUJitl al 
eontrlbutlon towards local aertlce. Because U:C toll rates are averaaed 
statewide , the r'ates cbar&ed for • pa.Nicular :oute are not dlre<:tly 
related to the colts Involved In p.-ovldlna toll terVIce on that route. 
Thi s crea tes the s ltuatJon where revenues &•ner ated on l!l&l\·4cnJitJ, low 
cost urban t oll routes aubst antlally subsidize the tow density hlah cost 
n.ral toll routes. 

If intral.ATA toll competition Is allowed, It Ia natura l and 
inev itable that the lXCa would choose t o compete on thole hl&h•dena lty, 
low cos t toll routn which offer the veatelt potential for 
prorttablllty. Once a toll route La subject to competition from one or 
more IXCa, each competitor IHkl to acquire market share by r,eductna 
prlees for that hlah-<knllty route balow the U:C'a uniform .. er aae toll 
rates. In order to allow the L.£Ca to effectively compete with the IXCa on 
any a lvcn toll route. the U:Ca must respo.)d to compeUtlon by lowenna 
their own companln ' toll ra tn . It Is clear that If full lntral.ATA toll 
competition Ia to de'telop, the lmpl-entatlo.. of U:C•.peclrtc and route 
ll.e. blah-density n . low•delllllty) apeclf lc L£C toll r a tea wttl be 
required. 

Since competition l.ndl to drhe prlc:u towanl coat, • further 
fallout from lntral.ATA toll com;>etltJon would be a daciiM In aome toll 
rates and an lnc:reue In socu other U:C toll r a tn. On thoM hlah-<!enslty 
loll routn wW. uniform anrqe ratn cenerate N:'fenua In excna or 
cons, competition would drive thoM rata down. The decliM In revenues 
'lh .. t r esulu from the decllnlnJ ratn would reduc:e tht 1\!t!II<IJ that that 
route provides to other routn Uow-<lenslty)where the cocta exceed the 
exlntna revenues aenerated by uniform averaae U:C toll r etn. Thla lou 
~n revenue would rorea the r a tes on the blah con routn to 10 up In 
order to recover the cosu on that route . 8cca11M of tbLI phenomenon. on 
some low-voiWM. hllh-co~t routes there II a v..-, real potential that the 
trafrtc level• on that route will never aenerate suUiclent revenues to 
cover the cOltS. Without the subsldln currently recei'I'M from 
lhlah-volume, low-col't routn, It appeoarw thlt competltloo may ultl.alatel1 
•force the aba.ndonment or UAprafltsble toll rou~ or, worM nlll, 
r equire lncreu.. lA local ratee tQ Nbeldl.ze th- Wlprorttsble toll 
rout .. In order to lll&Jnt&.I.D W>lvere&l toll MMiee. 

One lsou. ra!Md repeatedly La the bcnertu that would accrue to 
consuman from IAtral.ATA tnnsmlulon competition. In ceneral, It Is 
stated that competitive ma.rlteu eat1 offer four benertu to s«lety: they 
are superior In tha production or those aooc11 and services mosl In demand 
by consumara; they offer a creat.tr opportunity for the lnu-oductlon or 
new scrtlces; they rlduee the aoclnal rnources allocated to r eautatory 
processca and procedures: and compelltlon rnulu In the efficient 11M or 
resources so that societal benefiU are maximized. In a truly compet itive 
marke t thcae benefiu wl11 &ecn~e. HoweYer, In a tnlly nrmpetltlve 
environment each !XC and U:C would be competlna on an t<!ual bula with 
relative ly euy entrY and ealt for each cJmpetltor. To the extent that 
111cre Ia not a truly competitive marltot. thue benefiu lose their 
•tuner. - The IXCa are not hamst.runa with the rHpOMib11ltln for 
universal toll and local service wt\lch reaulatlon lm.,.,..es on the U:Cs. 
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This alone eliminates any semblance or poulblllty for •true· 
competition. At dlsc:USMd urller, compet lthe entry by the IXCs would be 
directed at luc:rathe tuah-•olumo toll routes and speciCic larae- or 
medium-volume toll users. The same eHe<:ts desc r ibed above I~ r~lltlon to 
10<:&1. toll and aCcess IU'flces will occur. Toll rates for some conswners 
w ill ao down, loc;al rates for all consumers will ultlmat.ely ao up. &nd 
accen charaes are likely to be forced down. 

Tuina int o consideration the efrecu that lntrai.AT A facility-based 
competition will have on t he acneral body of ratepayers, Is apparent that 
tl:le only beneficiaries of lntrai.ATA facillty-ba.u.d competit ion will be 
larae-volume toll users and the txCI wbo nrTe them. The benefits 
received by these larae toll usus will come at the expen~W~ of the 
o·verwhelmlna majority of telephone consumen who would pay hlalutr local 
rates but would not have sufrlcl.ent t oll call •olumO'I to talr.e adYantaae 
of the lower toll rates. Wore lmportanllly, thow contumers who ars wrYed 
by hl&h con toll routes would pay hlaher t oll rat... u well at hlaher 
local rate11. duo to de-averqlna of toll rates. 

Another Issue raised by the txCI wu whether tho txC.. could provide 
il!ltrai..ATA toll RMiee thro\llll their OW!I f&ellltles lliOI't errlcleMiy than 
the U:C.., either for CWTeot toll traffic: or for future toll traffic: 
uowth. AI nated earlier, tM pro•l•lon of telecommunication ser vice 
r•equlres subnantJal ln•estmcnt In fixed planL lllls !noestment, co11pled 
with the relatl•ely low operat1n1 and maintenance cost.a auoc:lated with 
tranSlllin lon facUlties, crutes s lcnJIIc:ant economics or scale which 
favor a monopoly en•lronment . Thls Is particularly true on an lntr&L.ATA 
basis since the toll routes are preclomlnantly abort haul and produce less 
r·evenuo per unit than lonaer haul lnterLATA routes. 

Tho economies of scale realized by tho L.ECI' lntrai.ATA transmiulon 
r1etworks aenerally allow them to tlandle ulst lna and futuro lntrai.ATA 
t oll traffic:. This Ia to-ue beceuse It Ia leA coetly to add capacity to 
"" exlstlna transmlnloo facUlty than. to completely duplicate tho L.ECa' 
facilities. F'rom a. broad public lr.tarest • law, such duplication It 
uneconomic: and inefflc:lent . Economie-s . or scala are Important becauu 
benefits to society are maximl1ed when tho7 are ru117 realized. 

If facllltlt11 based, lntral.ATA competition Is allowed. the eapltal 
I nvenment requlred to esubllsh new IXC POPs will place enormous 
economic: pressure on IXCa to tarpt only those hlah·denslty routes which 
promise the IJ"&&teft m&rlr.l't ll\are and hcnc:e the most profit potant lal. 
Once an txC hu located at other than the toll center/ access tandem. the 
efficiencies of the 01l..un, toll networlr. contlaurat lon are lost with 
respect to tho !XC, and the aeneral body of r aupayer a will not hAYe 
comparable acctU to tMt carrier. F'tUrthennore, once an IXC locates at 
o ther than the toll c:enter/acceu tandem, It becomes moat efficient (or 
"" IXC to place Itt POPs u close to 11.1 laraest customer• as po11lble. 
This further auravates tM •cream sJ<Immlna' problem a.ncl e:neouraaes 
complete bypass o.r the L.EC by larp ~oil uurs who will be the markttlna 
taraeu or tho IXCs. 

In •wnmary. there Ia •lrtually no evidence to support the claim that 
t he many bc:neflt l of c:om~tltlon would be roal11od In tho lntraLATA toll 
m&.r ket followina a policy or unrestricted antry and no price reruJatlon. 
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In f act. 1M anll,.bla eY!decl 011 wboltW 1M LLC U.TA.e u. nat11ru 
monopolies or not Ia lncoocl~~ahe. Coi\Mq\MIItly, there 11 no c:ccnpelllllll 
reuoo to mo" towvd fwtber doerqi.IL\tl011 ol the lntnl..ATA. 
tel-=-miiDlcau- --..u · that Ia. towvcl I• &Lid o. entry by 1M IXCa 
or ..-11-. ,_..,._, lh1a m.~~~~ that the limited enuy _..t~t by the 
!XC. lpro•tded lllroollll 41rect or IP«fal acc:.a unnc-ta &Lid IOXXX 
IWitdwd -~ - be jlllltiJIId by the c:ustcm.- con•enJence of 
' cn....top shopplnc" for botb IAtr• &Lid lnlrai..ATA telecommWIIcatiONO 
..,.,len. Thl1 coc..u-. bo....-, I• Wlhll'l&lly ual lable todar 
tl\r'cNib rnell-. 

Eplloa-

Et:onom!IU lib to f•l they u-e april &Lid u IUdl .,... able to 
affect tJie c:D<~rW o1 pollq. Tel_.,.mllnlcau oaa cocwtlt\ltll a~~ Wlusual 
market lA that at taut - MC "t ol Ita "1\ilatory rtruct\ll'e 11u 
act\lally llnenld to the rec mx=lat1ona ol the • · mle prot-lon •• 
cable de"l\llat10D. But lh1a Ia a11 ~m\IS\Ial OCCUITerlee; mora oftm 
eeonomina bewail the t.dt ol att.etloo tbalr ad'ric. b .eeoc ded &Lid U.. 
perc.el•ed fal llnp ol the ....,.W.tory II'- that appear to .._,la t e f ree 
the toal• that ~ poelt ror ,...Wa~. 

ln ou..r lnduiVI• &Lid "l\llat.Or7 Mttlnp. lh1a dJY.-...,.,. bet• ... 
wl\at ec:ouomiiU thillll that ....,.W.~ oucbt to be dolnc !114 wl\at 
r ..,.Jatora act\lally do rr- t.d to ll r- 011 1M poeltlft theory ol 
r tl\l.lllUOII (St.f&l• 19'71) , lu\ ~ owlnc lO •oocr (IU' I'K ; I lD 
affec:tinc u.. "1\ilator"J "' at taut at u.. f..s..al 1 .. e1, 
economiiU 1\aYe not ..-:t a cr-t cS.J ol tl1M ltudylnc whJI 
te leeommWIIc:atiONI "1\illlUOII looka U It cloeL 

Thb -salon Ia lmp:irta.Dt. for DNCb ol 1M real~t.U~Ce ot n.ate 
recvla tora to lmpl-ttnc u.. IIIO'f-1 towvcl campet.ltlOII that their 
federal c:ounterputa baYe ... reed nama free the rau..r dlffll'nlt aeta or 
object!•.. or the ' n.au "1\ilators. State ,...wa~. man ao Ulan 
f eckral, are l"lq\lllwS to c:cwwl.._. ~ INdio u uai...-J ..... s .... , .. sr 
they lmpa.ct adY-lJ tho~ etrtdaeCJ' _._ • dear to ~e:n:a l n.a. INch or 
n ate r e,W.torJ pollq Ia cl.,-ly dl.nrlbutlooal lA dlaract•. When 
ec:oo-.IIU uk that !"'IIIII•~ ~ pollclll that ellllli'IJ oonfllct with 
lhl aoaJ• tl\at ~~ ..- to fur1.ber, U.. ....Wt Ia 11\at the ad•lcet 
&ppean ltnlen.ot at beet. 

'T'hre liN a .. k ol atp. lbat c!Mplte Initial SIJ : II In 
affec1ltlc tel• uolcau- pollq, • biWD IIU oac. aptn r iM. 
lrnle.,._ t.c:.•• fll U..lr de•ott• te pe 11 rll1LDc pellel .. u oppoMdl 
to ~ polJcl• 1a pa-, rw example, at the lntrai..ATA le•el, 
ecouomlna oo all aidel coc~7 preecl'lbe ~\Jon u • $elut ion. r•w 1\a•• analyzed the lmplrct o1 lntra.L.A.TA compet1t1011 alrudy In plan. 

Now Ia the 111M to emj:~lrlcall, enlllllte tJie rol• of brand loyalty 

''c.wr. J. su,r.r, -no. -,. ., c.•-..wro •....a·u- · IIIJl Joyrnal R!. 
£sonomlg . •••· ... z. ,..,...,. rmJ ,... > D. 



and prlca lD a ~....Ut!Ye lDtraLATA tone ~ market. Thla nud7 orr- - u--.t!cal ~u 1• 4 1DI to a priori Qpec:Utlona for the lmpect ol fadlltJ•·bued lntral..ATA ~tlon. War. lmponantiJ, the study otr- a nroac preliminary e~~~~~trical ln•wtlptloa Into the COIIMQ~ o(· autlloFtJin& fa.ellltl•·b&Md oae-plua c:ompetltloa at the lntral..ATA t ... L 
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Documentation of Varlkble• Adde<t Durin& SAS Procon lna 

Element 
Name 
••······ 
US£_COO£ 

PRu.a: 
CARRIER 

CARRJ 
CARR2 

, CARRJ 
CARR4 
CARRS 

Oeecrlpt.lon 
or Element ---------------····-·-
I • R£VDilJ£ < SS00 
2 • R£VDilJ£ ) ssoo 

SAWPLINC WETHOO 
I • 2 OIALINC a.a:THOOS POSSIBU: 
2 • 3 OIALINC la:Tl\OOS POSSIBU: 

C1JRJt£NT CAJUUER 
Codes: 
01 • AT&.T 
02 • Wet lncllldJnc Telecom USA ISoutllern Netl 
03 • SPltlNT IUS m £COWl 
04 • Southern S.ll 
05 • ATC 
06 • Allnet Cocnmunlca tiona 
07 • 911 
08 • Cable &. Wlrelcu CommW\Icatlons 
09 • Oelte 
10 • Lone om.nc. Amtrlca 
II • LDOS IL.onc Olrtence OIICO<Uit ~Ice) 
12 • Ute Telecom Corp. lnellldlna Charter Network an<t 

Afforcl•a<all 
13 • loltlromedla tm. USTSI 
14 • m 
lS • Toudl-1 
16 • us Flbcrlln• 

• RANX.INC CARD I CARRJER COWPANY • 
RAHIUNC CARD 2 CARRIDt COWPANY • 
RANKINe CARD 3 CARRIDt COWPANY. 
RANIUNC CARD 4 CARRIER COWPANY. 
tw«<N<i CARD 5 CARRIER COWPANY 
CAJUU IS ALWAYS 5 18£1.1..1 

FOR CAAJU r-IJlOUCH CARR5, na: CODES RANG£ ntOW I TO 5 
I • ATT, 2 • wet, J • SPRINT, 4 • Ona:Jt. 5 • B£U. 
tr CARRI t. 4 (Other ), !.here will be a eo<1e ror tho 
other carrier In E:lcment ltC2_0TH: rot n• 2 throuah 5, 
tr CARJI.n • • . there will be a YaJuo In RCn .OTH 



Element 
Name 

···--RCZ_O'Tll 
RO_O'Tll 
RC4_0'Tll 
RCS_O'Tll 

RCARDI 
RCARDZ 
RCARD3 
RCARD4 
RCAROS 

Duulptlon 
or Element 

------·--------------~-...................... . 
OT1iER CAJUtiER FGR RANXJNCi CARD Z 
OTHER CARRIER FGR RANXJNCi CARD 3 
OTHER CARRIER FGR R.ANKINCi CARD 4 
OTKER CAJUtiER FOR R.ANKINCi CARD 5 
Codes for RCZ_01lll throuah RCS_O'Tll 
IOll(ER CAJUliiJt COO£Sl : 
05 • ATC 
06 • Allnet Comm\IDieatlona 
07 • BTl 
08 • Cable • Wlreleu Cornmunlc:atlon.t 
09 . Delta 
10 • L.ont Dlnanee America 
II • LDOS Ilona Diswlce Dllcount Senleel 
L2 • Ute Tel10<:0m Corp. l ncludlna Charter Network and 

Afford-a-Call 
13 • loCetromedla UT"I", USTSI 

'' • 1n 
IS • Touch-1 
16 • US Flberllne 

CEl..1. I OF R.ANK.INCi CARD I !Cbolee F"l 
CEl..1. I OF R.ANK.INCi CARD 2 (O>olce Cil 
CELl.. I OF R.ANK.INCi CARD 3 (Choice HI 
CELl.. I OF RANIUNCi CARD 4 (Choice WI 
CD..J... I OF RANKINCi CARD S (Choice Rl 

Information Rrrvdlng Rao!s!M !;t,al !d.U Nyml!sn: 

What tl\o cell number mnns for RCARDS I to S depends on wl\lcl\ 
sampllna method wu UMd Cor the cue. If SAloCPW£'1lf • I then tl\e cell 
number ranees (rom I to 45. If SAWPiolETH • 1. then the cell number ranees 
Ctrom I to 65. (See the ra.nklnt card cell matrix below for detalll. I 

Also note that orr the malllna. .-an1t1n1 card I It labelled u choice 
F". RCARD2 II Ci; RCARIXJ II H: RCARD4 It W: RCAR.DS Is R. So, If the 
r espondent pnfcrred chotc. W, tl\er pl"eferred: 

RCARD4, CAJUl4, RC4_0'Tll (If any), RJ.a:Tll004, AND Rl'RIC£4. 

RCARD4 It a cell I wl\lch rfprftSent• all or the Information In CARR4, 
R.'d£'Tll004, and Rl'RI0:4, but not RC4_0TH. 
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El10ment 
N&me .......... 
RME"rnODI 
RM£"rnOD2 
RMElliODJ 
RM£1ll004 
RME:Tl!OOS 

Duerlptlon 
of Element -----------·:··--·-··--··----------· DIALING t.a:niOD OF' RANKING CARD 1 

DIAl.!NG t.a:niOD OF' RANKING CARD 2 
DIAI.!NG W£THOO OF' RANKING CARD J 
DIALING loLETHOD OF' RANIUNC CARD 4 
DIAI.!NG W£THOD OF RANKING CARD S 

Information Regardt oa O!allnr Methods: 

FOR SAMPME:Tl! • I. DIALING WE'rnOD CAN BE I OR 2 
FOR SAMPMLtli • 2. DIALING t.a:niOD CAN BE I. 2. OR J 

TliE DIALING t.a:niOD CODES lfor RWETIIOOn, where n • I to 51 are: 

I • Dial .,. plus area code and telephone number 
2 • Dial ·nve·dl&lt acceu number· piUI are code and telfll)hone number 
3 • Dial •rtve·dl&lt access number· u.tllll an autodialer e lven to you at 

no cost by your lone distance company, piUI area code &J..J !• lephone 
number 

Element 
Name ··-----RPRICEl 
RPRIC£2 
RPRIC£3 
RPRICE4 
RPRIO:S 

Oe..:rlptloD 
or Element ·----------·-----------.. ----·--······-·· PRICE FOR RANKING CARD I 

PRICE FOR RAIIICING CARD 2 
PRICE F'OR RANKING CARD 3 
PRICE FOR RANK.1NG CARD 4 
PRICE FOR RANK.ING CARD 5 

Information Renr<!lnc ~ ~ 

11iE PRict: CODES (for RPR!ctn, where n • 1 to Sl are: 

I • 5 cenll 
2 • 10 cenll 
3 • IS cents 
4 • 20 ctnu 
s • 2.5 cents 



Ran!cln1 ~ !&11 l91i:.lll W: $tmp!!ng Motb9d l 

Ce ll I Company 
Dia!ina 
Method Price 

01 ATLT s C<0\1 
02 AT&.T 10 cents 
03 AT&T IS cents 
0 4 AT&T 20 ecnta 
05 ATI.T I 2S eon\1 
G6 AT&T 2 Scents 
G1 AT&T 2 10 c:en\1 
08 AT&T 2 15 c:en\1 
09 AT&T 2 20 cents 
I() AT&T 2 2S eenu 
II WCJ I 5 C:OD\.1 
12 wet I 10 c:enu 
I.J WCJ I 15 c:enu 
14 MCJ I 20 cents 
15 MCJ l 25 c:enu 
16 MCJ 2 5 c:enu 
1"7 MCJ 2 10 cents 
18 MCJ 2 IS c:en\1 
19 WCJ 2 20 c:enu 
zo WCJ 2 2S cents 
21 Spc-lot 5 cenu 
22 Sprint 10 C:CD\1 
2.3 Sprint 15 Cen\1 
24 Spc-lnt 20 C:OD\.1 
25 Spr-Int I 25 cenu 
26 Sprint 2 5 cents 
27 Sprint 2 10 cenu 
28 Spr-Int 2 !Scents 
29 Sprint 2 20 c:enu 
30 Spr-Int 2 25 c:cntt 
31 Other I r .:enu 
32 Othilt I 10 COts 
ll Other I 15 CC0\1 
34 ou- I 20 CCOll 
35 Other I 25 cents 
36 Othu 2 5 COnti 
n Other 2 10 centt 
38 Other 2 15 cenu 
39 Other 2 20 cenu 
40 Other 2 25 cenu 
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R&nki!ll ~ ~ Matrix [2[ Samcling Method 1 

Dialing 
Cell a Company !.lethod Prlc:e 

41 Bell 5 cents 
42 Bell 10 cents 
4J Bell 15 cents 
44 Bell 20 cents 
45 Bell 25 cent• 

The Dii~Jlng Method Codes are: 

I • Dial . , . piut aru code and telephone number 
2 • Dial ·nve-dlalt a.eeen number' plu. are code and telephone number 
J • Dia l ·rt~e-dlglt access number' w.lng an autodia ler given to you at 

no con by your long dlltance company, plus area code and te lephone 
number 



Btnklna ~ ~ Matrix W: Stmp!lnc Method l 

C..ll l Company 
Ola!lnc 
Method Prl~c 

01 AT&T 5 c"nts 
oz AT&T 10 cenu 
(13 AT&T I IS cent: 
()4 AT&T 1 ZO cents 
OS AT&T 1 Z5 Cctnts 
06 AT&T z S cents 
<07 AT&T 2 10 cents 
0 8 AT&T 2 15 ecnu 
09 AT&T 2 20 cents 
10 AT&T 2 Z5 cents 
ll WCI I 5 cents 
IZ WCI I 10 cents 
13 wet I IS C<ODll 
14 WCI I 20 cents 
15 MCI I Z5 cenu 
16 MCI 2 S cents 
17 MCl 2 10 cents 
18 WCI z IS cents 
19 MCl 2 20 CCDtl 
20 WCI 2 ~ ~\1 
21 Sprint 5 ecnla 
22 Sprint 10 cenll 
2J Sprint 15 eenta 
24 Sprint I 20 eenll 
Z5 Sprint 1 ZScenu 
26 Sprint 2 5 cenu 
27 Sprint 2 10 cenu 
28 Sprint 2 1S cents 
29 Sprint 2 20 COnti 
JO Sprint 2 25 cenu 
31 Other I Scenu 
32 Other I 10 cents 
33 OtMr I 15 ccnta 
34 Other I 20 cenu 
35 OtbeT I 25 Cel!U 
36 Other 2 5cenu 
37 Other 2 10 cenu 
38 Other 2 1S cenu 
39 Other 2 20 cents 
40 Other 2 Z5 cenu 



Ranking ~ ~ Mttrlx W: Sampl!ns Method ' 

Dlallna 
Cell i Company Method Prl~t 

<:t 0.11 S cenu 
4:! 0.11 10 cenu 
4l Bell 15 cenlll 
44 Bell 20 cents ;s 0.11 :tS cents 

The Dlalln1 Method Codes are: 

I • Dial "I" plus area code and telephone number 
2 • Dial "fl•e-dla!t aCCHs number" phil are CO'io and telephone number 
:l • Dial "fl•e-dl&lt acceu number" u~lna an autodl•l•r alven to you at 

no con by your lona dlnanc:e company, plus area coc..o and telephone 
number 

. . 
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APPENDIX 8 

BUSINLSS 

1445 casu wer e k<91 0\lt of 1«5 In file. 

OESCRIPTIV£ STATISTICS 

••tt• c oel ••l 

• • 
v . .. , • • , . ... ..., suo . ... WII ft I Cft\ltft w.&•la'Uift Vaal• Wl .. l"-t 

. ........ ·-·······--·-·-··--·-- --- .. ...... .. .. .. --- .... .. --- ··----- ..... . . .. 
TOLL REV t•.l 1''1 u.n.,. a.ooo 111. 110 . .. . . 00 o.oo 
WECACOW 0.0414 0 . 11 41 0 . 000 1. 000 u u .oo o.oo 
PRISW O. OU3 o.u u 0.000 1. 000 1441 .00 o.oo 
ULTVATS o.ozoa o.uu o.ooo l. 000 144$ .00 0 .00 
ATTSD• O.OUI O, l.J$4 o. ooo 1.000 U 41 .00 0 . 00 

WCIYMCT o.ozn O. IUI 0.000 1.000 . ... . 00 o.oo 
SPAY PM o.oo.• o.on• 0.00 0 a.ooo . ... . 00 o.oo 
UTUL o.n<n 0 . 4$42 o.ooo 1.000 "·~. "'t) o.oo 
WAMU r 0 . 0130 0 . 21•0 0 . 000 1. 000 . ... . 00 0 .00 
srav ICE o. t n t O. U'Z"I o.ooo 1.0 , 0 . .... . 00 0 . 00 
[loll' LOY llto6.1 101ztto10. 1101 1. 000 '"''' ·000 1440 .00 ·S. OO 
L DCX~t l0ll. l 2.00 llt.IO,I1H a.ooo , • • • 1.000 IUO. OO l 'H . OO 
ANNA.[ V • I 004 I • I tlon::z:t50. ~ 1100. 0002.000000 . 000 tUI . OO :so.oo 
•n o.zno O. U tl o. ooo 1.000 , .... 00 o.oo 
WCI 0 . U15 O. :rtll o.ooo 1. 000 IU t . OO o. oo 
SPA I NT O. IUO 0 . )020 0 . 000 1 . 000 \441 .00 0.00 

OTHC All O. lUI 0 . )641 0 . 000 1. 000 l 4U . OO o.oo 
SIE L L 0 . 1 471 O. t :)" 0 . 000 1 . 0 00 14U . OO 0.00 

OHCPLUJ o. ,,. , o ..... o.ooo 1.000 , ... . oo 0.00 

OlfEIIJ 0 , 300) o .... . 0 . 000 L. OOO 1461 . 00 0 .00 

0 NCIIX1 O. llOt 0.)2'13 o. ooo 1. 000 1441 . 00 o.oo 

"'" Q, .... Q, 01Qt o.oto o.no ,.u.oo o.oo 
OHESTO, o.un 0.4$10 0 . 000 1.000 lU $ ,00 0 . 00 

RAM I 3 .0- ..... .,. I. 000 s . ooo uu.oo 0 . 00 

Nil l .O- 0 . 0000 1.000 s .ooo l U I . OO 0.00 

S WPWUH o ...... o ..... 0.000 1.000 IU $ . 00 0 . 00 

Pll 0 . 0&11 o ..... 0 . 000 1. 000 u u .oo 0 .00 

CS$1 0 . 0 113 0 .1- 0 . 000 t.OOO . .. . . 00 0 .00 

HI CHYOL 0 . 1- O. lttl 0 . 000 l. 0 0 0 uu.oo 0 . 00 

TOLLIU Ul4 . ttll nG1 . .... 1. 0 00 lllU: . ,.l lUI ,OO 0 . 00 

JO 



BUSINESS 

390 C&ld wen kept 0<1t or 390 In rue. 

O&Salmvt STATISTICS 

"''c•••• l 
• • v., , .... ...... su 0.• Wl aiJIWila w. . ..... ¥a ll4 WIU itll . ... . ..... -.......... -......... --·-·-·-------·---... .......................... -.... . ....... ------ .... ---..... .. ... ... . 

wc~~uv ,,.,, t4. .. • • ,4) SCI . 110 uu. occ ltO .OO 0 . 00 
.. CO.t. COW o . uu 0 . 3044 0 . 000 a. ooo 3'0.00 o . oo 
l'liSW o.o••• o.uu 0.000 I. 000 lto.oo 0 . 00 
U~T1UTI o.o1u O.Uet o . ooo "000 no.oo O, Ol 
A TTS DN O.l))) o . 4Uo 0 . 000 1 . 000 :..0. 00 0 . 00 
WCI VNCT o. l &10 0 . )40. 0 . 000 1. 000 ;,.., .co 0 . 00 
S ,I¥PN 0 .0 111 c . uu o.ooo I. 000 ;,.., ,oo o . oo 
•n•r~ O. IOU O. lOOe 0 . 000 1. 000 ;,.., . oo 0 . 00 
W.t.N Ur o . nH O. :Jio.:J 0 . 000 1. 000 ;,..,. oo o . oo 
I ElY lCC o.na. 0 . 4412 0 . 000 1. 000 ;,..,, oo o . oo 
EWP~OY I ,.I~. S.Sil07lal .&a7& 4 . 000 ....... 000 :.0. 00 10.00 
LDU P nzo. , :144 a_., . ua. 100. 000 Ul:n. ooo no.oo 10. 00 
ANNIE.¥ 11 .. 0:JI . OI'M4t 1'7U, O'M1 IUOOO , 0001000000 . 000 zn .oo 10 • • 00 
ATT 0 . 11\t 0 . 4411 0 . 000 • . 000 ,.0.00 0 ,00 
WC I 0 . 11'71 D.~ 0 . 000 I . coo 300.00 o . oo 
S Pl i NT 0 . 1))) O. l .aa.t 0 , 000 1.000 ;,..,.co o .oo 
otiie.aa O. lSU 0 , ,.,., o . ooo t. 000 300.DO C. DO 
SitU 0 , 1113 0. 4)4) 0000 1 . 000 300.00 0 .~ 
ONtP~US 0 , S•ll O. Utl 0.000 1 . 000 ~.00 o .oo 
ONUU o.z •• ., o.uu 0 . 000 l. 000 300 .00 o . oo 
ONUU1 o. 11 11 O.:nT1 o . ooo I . 000 ;,.., ,co o .oo 
ra tee o. un 0 .06.1" o.oto 0 , 110 - . DO o . oo 
ON[ S TOP o.ltn 0 . 4Ml o.ooo a. 000 - . DO o . oo 
IUINl l . OOOO I . Ut.O a.ooo • . ooo 300 .00 o . oo 
JtiJ s . oooo 0 . 0000 \ . 000 s .ooo ;,..,. oo o . oo 
SWP WC TH o. 4 )4t o . .... o. ooo 1 000 300.00 000 
Ptl o . . ... o.•nt o. ooo t . 000 - . 00 o.oo 
un o. I ttl ... ,.. ... o.ooo 1. 000 - . 00 o .oo 
M I ~H¥0L o. •1•• 0 .4t4l o . ooo l. 000 ;,.., . oo 0 ,00 
t OL ~ lty azu.1. •n••nn"·*" zttn• . an::Joetno • . ooo 300. CO 0 .00 

31 



RLSIDENCE 

680 c:uu were kept out of 680 In rue. 

OESCJUPTIVE STA11STICS 

v •• c• • ••l 
• • v.,, ., ... ...... St• O.w .. ,,.. ...... Mul•-wa Va iU WlU II'\1 

........ -·-·-·---··--------------·- -- --- ... -.. -------..... ···------·---- ... ---
TOLL ICY ,.,,1011 1.UII n . no so . 000 ..o.oo 0 .00 
I HCOWt lltU. lOOO lt .. I . .. U sooo . 000 nooo. ooo toOO , OO to.oo 
ACl HD 4t .Ozt4 ll.HlO to. ooo 10 . 000 .. o . oo 0.00 
KHS IZl z.•u• a.nn t. 000 1 . 000 uo.oo 0.00 
ACtU 0 . I ill 0~«13 0 . 000 1.000 .. o.oo 0.00 
W411TAL o . nas 0 . 4$01 0.000 1. 000 on.oo s .oo 
tDUC 0. UO"' 0 . ..... o. ooo • • 000 .. ,.00 IS . OO 
MU .... OIIt 1.1200 o .• ,., 1 . 000 • . 000 .u.oo 0.00 
WHITt o . . ... o . :.11.1 o.ooo t .. ooo •n.oo s .oo 
WA C,. £ O. l"ttt . . ... 0 0 . 000 1.000 610 .00 o.oo 
ATT O. tUI 0. 4120 0 . 000 1.000 .. o . oo 0.00 
WCI o. an• O.lt<n 0.000 1. 000 .. o . oo o.oo 
S~l i U o. trn o .nu o. ooo 1. 000 .... oo o. oo 

once••• o. tn• O. :la~ o.ooo l. 000 uo.oo 0 .00 
SI[L~ o . uoo 0.~ o.ooo 1.000 UO. :""' o.oo 
ONE~LUS O. Ull o . .. u o . ooo 1.000 .. o.oo 0 .00 
ONUXX O.Jl03 0 . 4430 o . ooo LOOO uo. DO 0.00 

ONEXXU O. tll• o .~a• o . ooo 1. 000 ... . oo o.oo 
rRJCt 0.1$70 0 .0"111 o.oao o. uo •• o . oo o.oo 
ON[STO, O. lo.tl o . .. z;, 0. 000 t . ooo NO . OO 0.00 
It Aflf I[ 3. 0000 1.41U • • 000 s . ooo uo.oo o. oo 
HIJ l.oooo 0.0000 5 . 000 s . ooo uo.oo o.oo 
S W,WtTH o. 1000• 0 . .000 0.000 1.000 .. 0 .00 0 .00 



UO cues wrre kept out or «0 In file. 

DESCRIPTIVE ST!,TirnCS 

\ol •• c••••Z 

0 0 
v. , . • , .• ...... 

'" 0.• 
..... _._ leu I- . ..... ...... "' 

--- .-----·-·--------·--··------- --- ----· ......... -------------------
TO\.\..I[V :tt .o .. , '·'"' ~~. 3'7 0 10. 000 4 4 0 , 00 o.oo 
J NCOIIt 4llll . t4•1 11033. 1'4t sooo. ooo nooo. ooo :~.o . oo so.oo 
AGtHD n . u u .,,Uti 10.000 10 . 000 440 . 00 0 .00 
HIISI Z t ) . tlO't I . U U 1 . 000 o.ooo 4)0, 00 10.00 
AG [6!t 0 . 1111 O. UIO o.ooo z.ooo 4)0. 00 10. 00 
•u.11 TAL o . ••• • 0 . 4146 0 .000 1.000 440 . 00 o.oo 
E DUC 0 . 4 ) .. o ..... o.ooo 1.000 4)1 , 00 s .oo 
.. u ... ou z ..... ..... 1.000 1 . 000 440 .00 0 . 00 
WKI TC o .• n't 0 . &6TJ 0 . 000 1. 000 421 .. 00 • . oo 
WA LE: o.n.a o ..... .., o.ooo 1.000 440 . 00 ~"" 
4 TT o.nn 0 . 6460 o. ooo a.ooo «0. 00 0 .00 
WCI o. 1101 o.:nu 0 . 000 1. 000 440. 00 0 .00 
~P&IMT O.l 4Tf o.x n 0 . 000 1. 0 00 H O. OO 0 .00 
OT HClll O. UOI o.-a o.ooo 1. 000 440 .00 o.oo 
S ICLL 0 . 1100 0 , 4.))1 o.ooo • • 000 440 , 00 o.oo 
ONE PLUS O. UIO o.nu o.ooo I . 000 u o.oo o.oo 
ONUXX O. lO.I 0. 441'7 o.ooo • . 000 440.00 0 . 00 
O NCX XX:Z. O. l l 'U O.:n31 0.000 l. 000 4 40 , 00 0 . 00 
P RI CE o. uu O. O'Ul 0.010 o. uo &40, 00 0 .00 
ONES TOP O. JU I o.u •• o.ooo 1. 000 440, 00 0 .00 ..... , l . OOOO •••••• a.ooo s. ooo u .o .oo 0 . 00 
• IJ s.oooo o.- s.ooo t . OOO u o .oo 000 
1 WP Wtllt 0 . 4$-41 0. 4ft'l 0 . 000 1.000 uo.oo 0 . 00 



ll£SID£NCE 

745 cues were bpt out of 745 In fli t . 

DESCIUPTIVE STAnSTtCS 

" •• c •• • • ) 

• • v. ,, ••.• ..... s" D•• .. ,,.,,,....,. ........... Va l 11 .. • •• • "4 
.. .. ... .. ---------····- ·---····------ ..... ·-·-··· ...... ---------·--···· 
TO LL ltv • • Ol)t t , ltOl o. •n tl. 110 14.$ . 00 0 .00 
I NCOWX z•uz. •on 1.-.1,.1 sooo.ooo 7\000.000 010 .00 IU . OO 
ACEHO ••• )01'1 ll.lUO zo.ooo 10 . 000 1u .oo 0.00 
HHSI U 2., ... l . n.tl 1. 000 1 . 000 1 41 . 00 0 .00 
AGI:•I o.un O .l~U o. ooo z. 000 141 . 00 ~ . 00 
..... TAl. o .... , o ... n o. ooo 1. 000 141 .00 0. 00 
CDUC o.u .. O. UII o.ooo LOOO .,. • 00 10 . 00 
MUWWOU 1 . .... o ... ., 1. 000 1 . 000 l ti . OO 0 .00 
WH I TE o. '7JU o ..... 0 000 a. ooo 1 41 . 00 0 .00 
WAL t: O. l U l o.•no o.ooo 1. 000 l U . OO 0 .00 
ATT o. uo. o.u .. 0 . 000 1. 000 144 . 00 0 .00 
WCI 0 . .... o.,..t o.ooo I . 000 1"-1 . 00 o.oo 
srun 0 . 1- 0 , ,_ o.ooo 1.000 l U . OO 0 .00 
OTHC AU 0 . 1- o.~~ 0 . 000 1. 000 l 41 . 00 o.oo 
S IE LL 0.1U) 0 . 4)00 o.ooo t.ooo 141 . 00 o.oo 
ONEPLUS o ..... o . ..... o.ooo 1. 000 , •• . v: o.oo 
ONUU o,H,. o ..... 0. 000 I. 000 l U . OO 0. 00 
oau:xxxz o. aut 0 . 31 1& 0 . 0 00 I. «.tOO 141 .00 o.oo 
rliC E 0 . 1&11 O.OUI 0 . 010 0 . 110 141 . 00 o.oo 
OIIIC.STOf' 0 . 3 U4 0 . .. 10 0 . 0 00 L. 000 161 .00 0. 00 

··"" ) , 0000 1. 4tl'l 1 . 000 s.ooo 141 . 00 o.oo ... 1 . 0 000 0 . 0000 • • 000 • • 000 ·u , .oo o.oo 
, .. , .. (TlC 0 . 44)0 . o .• .., . 0 . 000 t. ooo 141 . 00 0 00 

.. 



RESIDENCE 

625 eases were kept out 01 62S In flle. 

DESCRIPTrV£ STATISTICS 

'-' 1 • c od• • 4 

• • " • r t atth ...... Sld D• v W I n lft\'-'18 " •SIID\UD Va tlt1 .., .. ,n., ----- .................... -............. _____ . ______ .,.., ··-------- ........... -------------·- -·-······ 
T OUREV s. 10S4 l . lttl O. U!I 2l.ll0 .u.oo 0 . 00 
:I NC OW[ 4lt1t . Ul7 20112.15. 1 $000.000 "15000.000 515 .00 110.00 
4~tHO 4t.. OOOO 13.6tll 20. 000 10.000 u s .oo 0.00 
HKSIU l . t.UO I.U:JO I. 000 1.000 U:I .OO o.oo 
AG[ .I 0.2000 0.$0U 0.000 1.000 U $ .00 o.oo 
WAR I TAl. O.U7t o .... ~ 0.000 1.000 • •• . oo 10,00 
E DUC O. lUO 0 . ..... o.ooo 1.000 U$.00 o.oo 
NUWWOJtl %. 4120 O.lt U 1.000 • . ooo •u.oo o.oo 
"KITE o. I Zt) 0.3"7 •• 0 , 000 1.000 • •• . oo 10.00 
WA LE O.Ju .o 0. 41U o.ooo 1.00 0 U I .OO o.oo 
AT T O.Zt t• 0.4101 o.ooo 1.000 •u.oo 0 . 00 
WCI 0.1111 o.:rno o.ooo 1.000 U l .OO o.oo 
S P II NT O. I U O o.:JSn o.ooo 1.000 •u.oo 0.00 
OTHC AI I O. llU 0 . 3464 o.ooo 1.000 u s .oo O,w.O 
SltLL 0 . 2UO 0.43U o.ooo 1.000 •u .oo o.oo 
OJU PLUS 

o. ''" o.•- o.ooo 1.000 u s .oo 0 . 00 
OHtXU 0.3136 ..... 3 o.ooo 1.000 ns.oo o. oo 
OH E XXX2 o. u •• 0.230tl 0. 0010 1-000 62.1 . 00 o.oo 
PRIC£ 0 . 1460 0.01U 0.01 0 o.uo 615.00 0 . 00 
D NtSTOP O.JOII o.u u o. ooo 1.000 U:I.OO 0 . 00 
RAN~ l.OOOO 1. 4153 1. 000 5.000 UI.OO o.oo 
HI J s.oooo 0.0000 5.000 s. ooo us.oo 0 . 00 
S WPWtTH 0. 5040 o.soo• o.ooo • . 000 us .oo 0 . 00 

lS 



R£STDENa: 

14-'5 cun wC!e l:ept out of 14~S In rue. 

OESClUP'Tlvt STATISTlCS 

" '•c;•••·l 

• • v. , . . ... W•an s-. o • .- Wlnl-.. I!Lu tllll-. v . ... Wl n lnt 

. ---- ... ---···-···· ----·----···--· --------- -------· .. -·-----··---·------
TOLLI[ V lt. J , ., 4% . 1:~ 1.00 0 n s . uo 1441 , 00 o.oo 
1!4[1:ACOW O. OU4 O.l.UI o.ooo l. 000 lU .I , OO o.oo 
PltlS W O. OU.l 0 . 1:411 o.ooo 1.000 lUI . OO 0.00 
UL nrus o. o~Ot o.uu 0.000 1.000 1441 . 00 o.oo 
A'tTSO M o. oau O,llt• o.ooo l . O~O 1441 .00 o.oo 
WCIVMET o .ozu o . u a o.ooo 1.000 u u .oo 0. 00 . , .. ,_ o .o ... O.OtZt o. o o o I. 000 IUI , OO o. oo 
l tTA IL o.ncrr 0 , 41 42 0.000 I. 000 14-41.00 o.oo 
WAMUt 0.0130 o.n~ o . ooo l. 000 144-1 . 00 o.oo 
stiVICE 0. 24tl o .• m o.ooo I. 000 IUI .OO o.oo 
tWI'LOY , ..... . ,O"'Z20010.l l01 1.00 0 ... . .. . 000 14&0 .00 s .oo 
LOEX P %013. 1 100 ll 410 .11tl 1.00 0 ,,,,.,,000 uso .oo ltt. . 10 
ANKlE ¥ 410041 . U l crr=so . .on 7100.0002000000. 000 110$.00 uo.oo 
4TT 0.1110 o .... . o . ooo 1. 000 IU I , OO o .oo 
WCI o.a n s O.l"'31 0.000 1. 000 1441 .00 0 .00 
s ,a ran O. IU O O.l6l0 0.000 t. OOO 1441 . 00 o .oo 
OTHC.UI 

0. " " 
0.:14U 0. 000 1. 0 00 t U -1 , 00 0.00 

SIE LL 0 . %411 0. 43t• 0.000 1.000 1441 . 00 o.oo 
OICEPLUS o.s••• ...... 0.000 t . 000 IU$. 00 0 .00 
ONEXXJ O.lOO:I o.•lM 0.000 1.000 14-U , OO 0.00 
ONEXXU 0.1:101 o.xrn o.oo o 1. 000 IUS . OO 0.00 
'RICE O.Ut l o.crr .. o.oao o.uo l U -.6. 00 o.oo 
OHCS TO' O. Ul"' 0. 4110 o. )00 1.000 U '-l. OO 0. 00 
It Alii l.OOOO ..... , 1. 000 5.000 IU A. OO o .oo 
HIJ t .oooo 0.0000 5.000 1.000 IU I . OO 0.00 
JWPWETH 0 . 4 16.4 0. 4 ... o.ooo l.OOO IUI . OO 0.00 , .. 0.0 4 11 0.1 - o. ooo a. 000 1441 .00 0 .00 
tUX 0.01'13 ,0.1304 o.ooo l.OOO ..... . 00 o.oo 



390 cases w~re kept out of J90 In rne. 
0 £SCRimVE STATISTICS 

~ro~ ta eod a•2 

• • y . ,. , ... . . ...... ste O.• Wll\hD\o8 W..at mwa Va lid WI u lna 
... -... - .... ... .................. .... .. ------···-----.. --- .. -.... ........ ---- .. .. .. ----·---------.. ... ----
TOLL ltv .,-• . l.tt ut. JZ4l , .,. , no uu.ooo - . 00 0.00 
wt ca.cow 0 , 1.-t:) o. :tt-. o . ooo l. 000 - .00 o.oo 
raasw O. OU I O. l 41.l o. ooo • . 0 0 0 :tto .oo 0. 00 
ULTWATS o . otu O. ZZOt o. ooo 1.000 3'0. 00 o. oo 
a T1'SDM 0 . )= O. t 'n:O o . ooo 1. 000 - .00 0 .00 
WC IV MtT 0 . 14 10 O. l tH o . ooo I. 0 00 - .00 0. 00 
SPaVP N O. OIZl o . uu o.ooo I. 000 1• 0 . 00 0 .00 
llTAIL O.IOU O.)O:Jt 0 . 000 I. 000 ltO . OO 0 .00 
WAMU r o . ntt O. :JIQ o . ooo 1. 000 - . 00 o. oo 
SCIYICC o . not 0 .44?3 o. o oo 1 . 000 - .00 0.00 
CliP LOY tl6lll . t•tt l31Z61.il 1' • . ooo "''''·000 JCO. OO 10.00 
LDUP lllO.la•• ,,., ,, lOI 200. 000 121:n. ooo JZ<-.00 10 .00 
4MM a[V t1~.0e'THU1U,O'?n IUOOO . 000'2000000 . 000 zn .oo tot.o 
4TT O.Z1U o.uu o. ooo l. 000 - . 00 0 .00 
IICI o . tm O.l- o. ooo 1.000 :tto. oo o.oo 
S:PI I NT O. llXI o .,_ o.ooo 1. 000 JW , OO o .oo 
OTMC A.I 0 . 1164 o. "',., o.ooo I. 000 ltO . OO 0. 00 
SICLL O. Utl 0 , 4)41 o.ooo I . 000 - . 00 0 .00 
OiltHUS o. uu o.nu o . ooo 1. 000 - .00 0. 00 
Oti C: lXX o . uu o.uu 0 . 0100 1. 000 - .00 0 .00 
OWCII IZ o. u u o . :nn o . 0100 1. 000 - . 00 0 .00 
PI IC E 0,,, • ., o .06n o.oeo o.no - . 00 o. oo 
ONCSTOP O. lllt o. -.~ 0 . 0100 1.000 - . 00 o .oo ..... , 3 . 0000, 1.4160 a.ooo s . ooo - . 00 0 .00 
HIJ s. .oooo 0. 0000 I . 0100.. s . ooo - .00 0 .00 
S IDWtTH 0 . • ,.. o ... ,. o. 0100 LOOO - . 00 0. 00 , .. o ..... o.•nt 0. OIDO 1. 000 JtO , OO 0 .00 
cssx 0 . It» O. :tt<4 0. 000 LOOO ,..0. 00 o .oo 
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THE IMPACT OF INTRA!..ATA COMPETITION 
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Introduct ion 

A prlncl~ l Issue In Public Service Commissions IPSCI hur&ni' i• 
whether authorization of lntraLATA competit ion Is In the public Interest. 
In this ease, "monopoly" Ia a mhnomer. Competition already ex ists within 
the ln tral.ATA market in the form of rente competition. u well •• 
facilities·based competition in many jur isdictions. The 
ulecommunlcat lons marketplace Is evolvlna rapidly. Virt~lly all parties 
r ecornlze that the Industry Is In a State or transition from the 
ubiquitous reaulatOI"Y environment of yesterday to tho competitive 
environment of tho present and future . 

The "public lnurest• Is an amorphous Idea driven by a myriad or 
factors. Some of the factOI"I that a:re Important Include natural monopoly· 
theory. the exJI'tence of competition. the effect on local exchanae rates, 
ubiquitous service and the availability of r easonably prlcedl 
loni·dlstance senlee for all end · u•en. The most Immed iate conolderotlon 
Is the effect that lntra.l.ATA facl!ltles·baud competit ion will have on 
the l.EC's revenues and their ability t o earn a ru sonable rate of r eturn. 

In t his paper. we present a discussion on the formulation or a 
statc·level pooled crou·sec:tlonal tl.me series ICS· TSl econometric model 
of intrastate lntraLATA toll ser vice demand which was developed by 
BeiiSouth Telecommunications IBSTl In conjunction with National Economic 
Re~urch Auoelates INER.Al whleh ean be used to asse,s the Impact that 
com petit I on has had In the lntra.l.A TA toll service market. 

This model currently represents t.ho best available nationa I 
Information on consulnC!r response Ln the lntra.l.ATA m&rket. Work In this 
area is onaoinjl. The econometric work Isolated a difference In lntralATA 
toll demand betw~en otates with facllltles·based competition and those 
without. 

The ~per Is ora anlzed as foll<>ws: t he next section rulews the 
empirical evidence . Section 2 dlscusset the mot ivation for and advanta11es 
Of Conslderlna the pooiJna Of CTOSS•S.,ctJonal and time-series data In 
demand models. The • theor·etlcal underpinnlnas of the econometric model 
formulat ion and the model specification are discussed In Section J. The 
data Inputs and sour~ are dlacuss;c:d In Section 4. The followlna section 
describes the empirical results. The f inal S«tlon analyzes the poulbl·e 
Impacts or competition on intra.l.ATA toll services. 

I. Ra•low or Empirical £1rldonca 

The literature on t elecommunications competition includn 
discussions of both l.EC entr7 Into the lnterl.ATA mult.ct and !XC entrJ 
Into the ln\ni.ATA mtrkot. Wt wiiJ ~oQcentrate here on the latl..r 
dlscunion which has bHn lncondush·e. 

hlo lnnl..,..blt 
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Ocl>atinc the luue or whether benefits acc~ue by ~m:nlna the 
entry of the IXCs Into the lntra.I..ATA markets, 0. M. &liard statu thal 
·Ailowlnc IXCs access to the LATA will provide the same benefits to 
consumers that they have realized from interstate and lnterLA TA 
comP<tltlon· - however, addrenlnc the Issue or why LECs should not be 
allowed t o enter the interexchanae marltu, 0. M. Ballard simply cites the 
consent decree (MF J 1 as the ma.ln ru.J<>n. 

In ~stlmony (lied with the Mississippi Public Service Commlnion. 
Kase.rman has nated that allowina comP<tltlve entry Into 
tdecommunicatlons markets In the USA has been hiahly benerlclal, In 
particular In the intentate and lnterLATA markets. rurt her. he claims 
that the same benefits will be acc~ued by the lntral.ATA market If it Is 
OP<n to comP<tltion. Also. Kuerman said that ·several economists have 
utlmated the dollar Increase In t otal social welfare that would result 
from odojtlon of efficient pri"Sn.l pollcl"" in the t elecommunications 
Industry. • He cites several studies . 

These studies seem to be cons istent In their rlndln~. but must now 
be considered antiquated. The Griffin study ci ted by Kaserman. fo-r 
example, usu data for 1915. The mort recent study reviewed by ;ohn 
Wender• In his ~ EcgncmiCJ 2( TelccommunlcationP. also etled by 
K;u;erman, USCI data ror 1982. lbe consensus amonc the:oc otudies is th3>t 
toll se.rvlcu arc priced too blch relative to loe.al urvlec. The r eaoon 
thit thete nudles are not lonaer relevant It that Missi ssippi toll rate·s 
have been continuously reduced since divestiture. Over the same P<rlod. 
SCB's loe.al rates han been remained laracly stable. These chanaes 
completely undermine the uscfulneu or these stud!..-. runhermore, 
Kaserman cites these studies to lt~dlcate the lmpro••ments In social 
welfare that could be a.ntlelpate:d from "comP<tltlon". Clearly thes;e 
calculat ions, alone, aro no lonacr accurate or even Indicative or a.n 
order or macnitudc. One should aloo note that thes• estlmat<S or wcl(o.re 
aalns Include the effects or rcmovlr c ·lnefriclent" prlclna practices 
such as rixed·rate local service, u well as the any subsidy riows from 
toll to local services, includlna lnterexchanae services. lnde.od. 

2 ot..... h •U-v ot O-M- hllo.M In MPSC' s Docltcr re: lnrr•LATA 
ComperUIOt\/Compen.s;alf.on. "'"'"'~'' o..•n ""· ..,_u• -oz.ao. p.l ll a.n. 
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Kasermllll's claim that t oll Is prlc·ed below con In Mississippi today h• 
not supported by cvldenct. 

Kawrman chH a~c!ltlonal tvldence to support h!s elaitn that 
lntralATA IIUYI«s arc not a natural monopoly. In paacs 10·14. Kascnnan 
rorcrs to the reduct ion In administrative barncrs to entry • thcu are 
juu rei'Jiatory barriers - both nationally IUic! In various sates, a.s well 
as econometric nudlu or Intrastate prlclnc practlcu, This casual 
observation that "entry" has occ:uned In other states when rerulatory 
barriers to the "provision• or lntral.ATA services were removed does not 
bear On Whether lillY o( the benc(lts or competitive market behavior have 
been obser•ed or would be observed In the RBOCs LATAs. If "entr y• Is or 
the limited type ln4fcated by the parties In this procccdlna. then the 
bene(lclal compet itive tff«:1s ~tu~y be nonu luent. The prlclna nudi ... 
however. are not so eully dismissed. 

There are three studies, two by tconomlsts at the federal Trade 
Commlulon lrTCI &tld one f ederal Communications Commlulon study6. Both 
lnterlATA Intrastate ATt.T prlcu and lntralata Bell Opcratlna Company 
IBOCl prices wore examined. The fTC rt1lnomlstt, Llath!ot and Ro<laors, (lnd 
that natu allowina intral.ATA ontry haY< lowor 90C toll prlcos than 
states without ontry, .. pecially if the states au to block competition 
or "llleaal" toll calla. Tho rcc study finds s lmlla. • c•ulu. but also 
(Indo that remoYal or the prohibition on IXC entry Is anoclated with 
even lower priOH on a•oraae than mere ly reL.o•lna reseller barriers. The 
BOC prices arc on the order to 7 perctnt to IS pcr«nt lowor In states 
lackina rcrulatory entry barriers thiUI In nates malntalnln& lntralATA 
barriers. 

These studies use da ta rrom the 1985·1987 time frame, cutlna some 
doubt on their continued rcle•~U~«. In addition, the tuu arc or BOC 
prices which were still rcrulated - and tarlrted • un<!or convont!o~l 
rate or return rec\llatlon by all bvt two states u Jato u Llay 1989 • 
Thus, the extent to whleh the BOC toll prices r erloct the competitive 
on•lronmcnt In the lATAs. as Oppotcd to the prcruences or rcculators, Is 
uncertain at best. 

6n..... st...a... ..-.. AI .,. w..w.. Moll •~ ' · a.,..,... •T'he llfl~' 
ttf AJ\Ait'MU... ,_._ .t SU\AI lqvlt.U.. fit AT•T on 011-.c:\ Ola.l t..ftt 
Oh\&nc• hi•,._.. btw.. • BW Journal Q[ t cpoomig. Yea. to , • .,..,'"""'•· 
pp, 477-.41.)1 AJ.. V.""IM M4 lo..-,. ' · It•&•"-• ""Tbe lm,._&'t of SUt• 
f'fl~t• ..,.... tn1ry llei\IJ•Uitl eo ln\un.U Lef'll Dtau.nu Tt lt ,I\OM autt, .. 
Journel Q! Reculatocy Economl£1. "''· z tWarch t..OJ. ,,. u-t.ea toM C'. 
tr-en~. ~ UI.CW fJtl c...,.·uu.., -.1\4 lec\oll.tl• "" AT.T't 1ntu•ta\t 
Toll "'c~ aM .t ~\JUfift 6M 1•11 O,..aUftt ~V 1""-'-"'" fell 
hiU.. • ICC C.._.... (Ant.,- IW' .. Y. IMve·uy AIWV"I.J Olllha... Jwfte 
lftl . 
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In a recent study, Christopher Kleln8 tried to Improve on the 
earlier stud!"".' Uslna data comparable to those used by Ma.thfo< and 
Rodaers. Klein obtained BOC toll prices for J7 states for 198'7. After 
assembllil j !Iiese data, Kle in concluded that Mathies's and Rodaers' s 
recuJator-y variables were no lonacr ttccurate descriptors (or t.t~le 
intraL.ATA policies. Therefore, uslna the Telecom Publlshlni Croup survey, 
Kletn constructed the additional policy variables that would r e(lect beth 
the lntr..U.TA entry and price rei\JIIIlons or each State as or 1989 

In an effort to duplicate the Mathies and Rodaers reves5lon, Klein 
rinds ev idence that restrictions on lntr&L.ATA entry are auoclated either 
with lower or no different lntr&L.ATA toll pr lc011 compared to prices ln 
the LATA with no rei\J latory entry barriers. How .. er, when Kle in 
substituted the new prl.cc and entry policy variables for the Math ies ar.d 
Rodaer s vvlables, the results Indicate that the lowest U:C toll prices 
are found ln states that allow lntr&L.ATA entr y, but Impose some floor on 
the prlc:es eharaed by the entranu . Relative to BOC toll prlees In states 
that allow fr"e entry wlth no prlctna rntr!ctlons. prices In s.tates ttlat 
limited the priees charaed by all ent rants were 7. 2 percent lower and 
prices In otates that limited only the IXCs prices were 15. 29 pereent 
lower. Thus, Klein concludes that the form of prlco reaul atlon employed 
by the various natl!l has more Influence over the resultlna BOC toll 
prlc"s ttl&n does ·compe~llon·, a r esult shared by Ta ylor In hls study of 
the Interstate toll market • 

2. Poollna of Cross•Seet lonaJ Tlme·Serl., Data 

In r~ent years. empirical research ln econometrics has been areatly 
enhanced by the development of databues wbleb contain a wealth or 
d!naareeate demand data, I.e. panel data wtth observations on various 
cross·sec:tlons, such as firma, c:onsumu-s. or states over a tlme·serles 
horizon. (;(von 'these available data, the deve lopment or pooled 
crou·s~onal tlme· serles econometric models has been areatly 
expanded . ln eencral, the motivation for poollna c:ro<s-sectlona.l and 
tlme-serles daUI Is related to methodoloaleal concerns. such as the lack 
or sufflclmt t ime series and/or the problems associated wlth 
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multicollinearity. Theu pooled models. either fixed coefflclont or 
random coefflelent pooled models, have proven to alc1 In the est imation of 
empirical demand equat ions and systems. laraely due to the fact that the:y 
yield a more PUilmonlous par~.~Mtcrltatlon for econometric moc!ela. 

The poollna approach •ffer·s several advanuau over Sln&le equu ion 
estimation us!na the tum·soriCI data fron. each cross-section 
Independently, and aureaate equation ullmatlon uslna the t lme-oe.r1cs 
data summed over lhe cross·sectlons. rtrll of all, the uae of poolo:d 
cron•aectlonal tlme·seriH data substantially Increase~ tho nwn~r of 
o~e.rvatlons available 10 estlmate demand equations. 'lnls rreat ly 
Increase• the nwn~r of detrttS or freedom available to ntlmate the 
variOUS demand clutlcltiH. from a statlltital perspective, the 
e.stlmatco of demand coeffldents from a pooled cross-sect iona l 
tlme·serlca model are, ccterus parlbuo. more efficient than those 
estimated from an aureaate equation or a ser ies of Individual slnale 
equations. This means that the pooled estlmatel have a lower varlanc:e 
around them, and are more otatlstlca lly precise. 

In addition, the application of pooled crou·soctlonal tlme·•erles 
models to demand data helps mlllpte multicollinearity ~tween ;>rico and 
income varlabl... thus cnabllna the rnurcher to more accurately discern 
the separate effecu of each of lhcse factors on demand. The red~etlon In 
multicollinearit y In pooled models steml from the fact that altho.lah the 
derrce of colllnearlty between price and Income for Individual 
cron·tc"lon&J unlit may be quite hleh. then are different rates of 
economic rrowth and price levels between the croas·sectlono. The poollna 
technique lncreano the varlatl001 ~tween lhe price and Income 
explanatory varlabln. and hence helps 10 mlnlmlxe the prool ems 
usoclated with multicollinearity In lhc .. t lmatlon of demand models 

further, compared to dtmand model• band on aurc1ate demand data, 
pooled cross·5«llonal tlme·scrl" demand models wffor In• from the 
potential of aureptlon blu, and yield more efficient cn lmatcs of the 
macr~flclenu In a wider tarl01ty or cues than aure11te demand 
modele • finally, poolod modele have another advantaac In that the 
estimated elanlcltin are leu •usccptlble to bad or anomalous data 
points than either aur<lat• demand modelo or models based solely on lhc 
data rrorn a sinal• crou-MCtlon. 

Civcn the mcthodolo1ical advantaaes or poollna crou·sectlona.J and 
tlme- •erles data, •• applied the filled eocfflcicnt poolln& approach In 
the deteloprnont of an lntral..A TA toll demand model. The poollna technique 
wu utilized In an ertort to fullt uploit \.be weallh or Informat ion 
contained In t he fCC roporu, and lO yield Cltim&ICI which would be more 
reliable. 

3. Nodal Formulation 

US•• Th•ll, tL.. Prfodplg Q( Esgagmetrl£1. WUey, lkw y.,.,, lt1l. 
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Standard mleroe<:onomlc theory statu that the quant ity derr.anc!ed of a market lood Ia a fWICt loll of the price Iff that &ood, t he prlcu of all other r elated aooda, and consumrr II\COmt In addition. the mlcrocccmomlc theOI'Y or consumer demand statu thllt dtmand oquatlona art homoaoneous or decree uro In prJ~ and Income. In other wor ds. If all nominal prices and Income challa• by the same percentaae. then con.umers have no lnc:cntl• o to alter t hdr coniUJI)pt lon bundlea. In practice, the hcmoaenelty r tnrl«lon Ia captur"d by spec:lfylna empi rical demand cquat lona In ttnna of · rul" prices and "real" Income. That Is, a ll pr ice and Income variables are deflated by a price lndu that ref lec ts the prleos for all other aooda and socrvlcu, aenera lly t he Ccntumer Pr ice lndu ICPil. 

ror the uunment of the lmp.et of compe tition on lntral.ATA toll se.,lee demand acroaa states, we use data on 48 states of tho Unit ed Statu . The reduced fonn oquatlon we utilize w11 specified as follows: 
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.. . Data lnpuu and Sources 

The deflnhlons for all vo.rlabl~ o.re s l••n In Table I. 

TABLE I. 

OtnNITION OF JU:GRESSION VAlUABLES 

NAI\IE: OtnNmON 

Q lntrai.ATA toll 

PRICEQ Price Index fer BOC lntraL.ATA toll. 

TPI Nominal Total Personal Income. 

FBENTltY •I If state aUowr Facilities-based 
lntrai.A TA tell competition. 

-o otherwl1e. 

CPI Con1umer Price Index. 

POP Popuh tlon: 

PRICECWTSPrlce Index fer IXC lntro.L..ATA toll. 

PRICECW Price Index for IXC lntro.L..ATA Kl&b 
volume W'ATS. 

TARil'noiTS•I If IXC lntrai.ATA llTS !tariff hu 
bnn flied wltb the PUC. 

.0 otberwiN 

SOURCE 

FCC Form ld . Schedule S-a . 
and re lated BOC monthl y 
roports 

NARUC -BOCs l.fTS Rates
~c:Graw Kill DATA
PRO.and State Tartrrs. 

Survey of Current Busfne!Ss 
IB'...S). 

State Telephcne Reculat ion 
Reports. and Public 
Utlllty Commlulon 
Orders. 

BLS. 

u.s. Bureau or the Census . 

~c:Graw Hill DATAPRO. 
State Tartfro. 

CCVI/lolc:Graw Kill DATAP'RO, 
state tariffs . 

COil/McGraw Hill DATAP'RO. 
nate tariffs. 

TARIJTW •I If IXC lntraLATA hlth·!Oolumo WATS COll/Wc:Graw Kill DATAP'RO, 
tariff hu bnn flied w-Ith the PUC nate t.arlffl. 

-o otberwiS<> 
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1M D(Pfndent Y•clable 

The dependent variable 101 In the r<duced rorm lntr&LATA model Is 
the number of 80C lntraLATA toll ealls (completed) by S\&te for 1988, 
1989, and 1990. 

1M lndqp¢Ddt D! Yarlab!qs 

The Independent variables PRICEQ, PRICECMTS, and PRICECW In the 
r educed form lntr&LATA model a.ro the BOC and !XC price~ of a !ona 
dlst&nC•t lntral.ATA toll te!eph• .e call . 

The dua needed to construct the state-Inti price !odic" came from 
severa l sources. The Inf ormation on Boc. loiTS and WATSrates was obtained 
from NARUC -ooc Service Telephone Rates,· and State tartrr r ecords, and 
c;c;~!llld~rtw Hill (OATAPRQ), 

ror PRICEQ. we use the 1988 to 1990 rate schedules for loiTS and WA~ 
service of the BOCa for •s ItaiM. These 80C~ acCOUOI for the YUI 
ma jorit y or the lntral.ATA toll cans In the Unite<! Slates m&rket. In 
addit ion, by rocuslna only on the BOC rates , we &re unlikely to encounter 
&ny price differences across states due to dlfferences In the quality o r 
urv!ce. lntraLATA t oll prices vary by time or day, distance and len(th 
!minutes of use) of the eall. r or txample, lona distance lntral.ATA rates 
are often 20-60 percent lower If made In the e ven!na or on the weekends 
rather than dur!na dally business hours. ldoreo•er, lone di stance rates 
vary accord!na to t.he distance ranae Into which the call f alls. All 
states ca teaorlu distance Into bands, each or which commands a different 
charae. r urlhe1', many states dtrrer In the distance bands used. ror 
example, one state may charae one price for 0-7 mile calls, while anothe r 
state may charae ,the same price for 0-18 mile calls . Consequent ly, tr the 
call is 7 miles or le .. the two states may hne the same p.r lce, while ir 
It b between B and IB mlll!l ttc prlcu may llllllflc:antly differ. 

To obtaJn prices t hat mu nlnlf'ully compared across states, w• 
constructed a -standtrdlud• price for a specific mlleaae distance and 
call durat ion. ror liT'S, t.hls dlstanc:e Is 2.5 miles. r or the mlleace band 
encompass~ a 25 mile call, we construct the price or the lnlllal minute 
and the prl.ce of a cldltlonal mlnutes. With t.hls standardl~ed prlc:e, we can 
compute the price of a call for d!Herent call d~atlons ror each mileaae 
bancl. This paper focuses on the price of a • mtnute call . 

In order to connruct the price Indices by state, the followln& 
methodolou was used to price BOC out-WATS. The hourly rate for 25 hours 
of usaae Is conoerted Into a pu minute rate alone with the rtxed monthly 
charaoo. Thls combined per minute "'II" rato Ia multiplied llmes the 
averaae Bell South call lef\1\h obtained from the STARS System. STARS Ia a 
5 per~t sample or all calls that are transmitted over the public 
switched network. 

The BOC loiTS and WATS Indica wtN then welahled toaether ror each 
state to construct composite toll sert!ce prlc:e Indices by nate. The 
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wcl&hiJ 11nd were obtllncd rrom B~IISouth since aeceu to BOCs trarrtc 
distributions by I tate was not a vall able . The price Index for IXCs 
Included the price of WTS and hllh volume WATS t erTitol. In thlt ca ... we 
use the price or a • minute c.ll or Z:S milts band distance for ~ITS. 

We l1ht• for ATio T, U.S .1:fprlnt, and MCI were used to ca lcul ate •n 
u eraae intral.ATA WTS price. r or the hl&h-•olwne out-WATS seroke for 
the IXCs. we calcula ted a wel&hted a•rr•a• or t he price or a four mlnut .. 
Z:S mile call fot' AT&.rs l.le-caaom sn•lce, MCI's Prism 1 ur•lce. and U.!>. 
Sprint's UltraWATS scnlec. 

The price lndlcet were deflated by the CPI to uphold tbe llomeaenelty 
re-striction or consumer demand the-ory. The Total Personal Income •arlable: 
was deflated by tho CPl. aaaJn, to account for homoaenelty or dearee 
z.ero. 

To tUt our hTPOtheses eoncernlna the Impact or facility based 
competition on lntra.LATA toll suwlcH, We Include a dummy variable to 
accoun\lor the type or ~ate entry. The variable auwnes a val ue or zero 
or one for the natct that allow facilit ies-based cvrlen to provide 
lntral.ATA toll urtlce and zero for all othrr n ates : this •arlable Is 
denoted as F11£HTRY. 

Table 2 lint means, and ttandard doYiat lons for all \.>.r lablel for 
the lntral.ATA toll srr•lca model. 

The error t erm• for each nate were assumed to be flrtt·order 
autocorrelated o•er time within t he states. and heteroskedutlc across 
states (I. e. each state has a dlr l erent variance). The a utocorrelation 
as>WDptlon Is standard in econometric models uslna tlme·sct·lu data. 
s ince mon economic tlm~serles exhibit s imilar patterns f rom one time 
period to the ne11t. A cornc1lon pro•ed difficult to Implement for 
autotot'relatlon within the lndl• ldual c:ron·se-ct lons because only throe 
time periods were a waJlable which Is the absolute minimum number or t ime 
periods needed to correct (Of' tim order autocOrTclatlon. Coneernlnc the 
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heterosktd&sticlty assumpt oon, It Is not uncommon In cron·s~tlonal data 
to rind hctcrosktdntlcltJ across tht cross-sections, that Is the error 
tUml (or tho •arlous crou-s~tlons may have dlrrtrent variances. A 
heteroskedastlclty CON'~Ion wu made to reflect these unccmmon Yarlancn. 

TAIIlLE 2 

DESCRJmVE STATISTICS 
16 

VAJIAILt IU D• • 

0 liOOU"I ,,., .. ~ .. l lt'Ul% UUJJtOOO 
LUIICtO · 4,ttnn• o.u•ntot al . ''I 101 • 4 , JJ11 ... 
LITPI • • 0$41$·1· I . OS.Ol011• 4 . 010 14•0'1 I U ).liU 
l'OPU\. I. 1'7033101 o ... •s••'l• -o . ., , :.stt J.l• •••••-z CPI 124 . ) S , IO'UIGit I I I , J I )0, 1 
ru~Tn 0. 40tn"MI o ... o• ~•,, 0 
la.t.TtOI o.o.~• •n O. l'l U O)U -o. • 1 osu .. ~., .... , 
LRATIOl •O.IU0311 !) .t.o.ct a• -• .•o•ozn o.o1••••o• 
ll'l t OO II . liU lo.t" ' ·"' •u• ···~· rOPU\. 1 . 04'7 . ... ,. l . ltlle"XI o.•sttn• t t •••olOt 
Pl lctC'WT S: o. unnu 0 . %'7224101 O . tl2tl201 I .. ~ ..... 
PJIC[CW 0 · · •• taotl o.l'7oa.o•• o. • t•ltn o. 1 00000 

As nated above, the lntra.LATA toll service demand model was a 
pooled eross-aectlonal time-series modtl with the cron-sectlons be lna 
the 48 lower nates. All Yar!ables were pooled. and henc:e the same for 
each n ate. HoWtYcr, the Intercept term Wal «tlm&ted 4frfenn\IJ ( Of' 
each nate. The poollnJ app-oach wu prlmarUy motl .. ted by the 
methodoloa.leaJ ad .. ntaan dlscuned abo••· Howuer. I IYin the nature or the lnu-al.ATA toll demand, the poollna approach was also motl .. lcd b1 
theoretical reaaonlna , lbe poollna a pproach ser•ed u a way to account 
for a.ny lntcrdepen4encles between the statc-lc•c l demands, because the 
pooled dcma.od elastlciUn were estJmated uslna the Information available 
on demand rrom all of' the stata. 

lbe model wu estimated uslnJ a statlnleal software packaae 
clncloped by NECA !mown u BETAFl.EX. 
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Table 3 dltplaya the results or tho r ccuccd·(Gnn lntraLATA mGdel . 

TABLE l 

INTltJ.STAT£ INTlULATA TOLL DEMAND WODEl. 

WODEl.: 

·0.221398 • LNI REAL PR I CEQ) 
·0.035109 • LNIRPR I CECWTSIRPR I CEQI 
0.141691 • LNIRPR ICECW/RPRICEQl 
0.957779 • LNIREAL INCOW£1 
0 .590378 • LNI POPULI 

-<>. 025766 • reENTRY 
11 . 166228 • CONSTANT 

TEST STATISilCS: 

R2adj. 
STI>. ERROR or RES. 
DURBIN WATSON STAT. 
Nl.1W CROSS 
NUW ODS 
OECS rR EEOOI.! 
HETEROSK£.0ASI1CllY 

SAMPLE RANCE: 

1988 • 1990 .. 

0. 999'79'7 
0.056601 
1.867061 
48 
IJS 
81 
COR.R£CT£0 

12 

T·STATISTI CS 

· • U32 
·I. S2H 

1 . 9569 
5 . HOS 
2 . U68 

•2 . 1900 
IN/A) 



The estimation result• from the st~te pooled econometric moc!el were 
satl lfaC1ory f~ th<Ot'etlal and stltlstlca l pe••P«tlVU. The poole d 
own price, Income . populat!on. and ratio of IXC to BOC price all had the 
cxpee1ed alan. The coeffldcnu were a ll hl ahty s iJTIIf lcant at the ~ 
poteen! confidence level. except (or the estimated coefficient on tl\e 
natural loa of the ratio of lntr&L.ATA IXC and BOC .n'S prtc:ea. The 
n tlmated ·0.33 own price elutlelt7 for statu with approved IOXXJC 
faclll t lu -bued lntra.l..ATA competition is compara ble to the first year 
price elaatldt7 for lntra.l..ATA IotTS service of -o.~ that BeliSouth ha.a 
derl•ed from Its Internal data 1ources and models of lntranate lntraLA T A 
MTS service. The utlmated pooled Income and '!'ipulatlon ela sticities were 
quite s imilar to Ta7lor's rec:ommcnc!ed tlutldt lu • 

Table 4 r eporll the estlmat...:l price coefrtclenta an4 competitive 
impac:u on IIOC lntra.l..ATA toll muaaaes rcsultlna from the a pproval of 
IOXXX racl lltlu·b&Jed competition l:n the lntra.l..ATA market. Columna 2·4 
of Tabla 4 restate the estimated coefrtclents prevtwsl7 reported In 
Table l . Columna S ancl 6 report the an.raae ratios or. r ttpect lwc ly, 
the IXC lntraLATA .n'S and IXC lntra.l..ATA hlah-volume out -WATS prices to 
the IIOC lntr&LATA t oll price lwela hted ~.-eraae or .rrs Out•WATS, a nd 800 
Ser-tlce l. The lut three columns of Table 4 report tho percentaa:e 
reduction In 80C lntra.l..ATA t oll mnuau. ot her thlna• equal. The 
competlt l•a lmpae1 II I~ cum of lho approY&I Impact a..d the additiona l 
lmpaC1 -- Implied by the estimated national lntra.l..ATA toll demand 
equation •• eonaequent to the r ill,.- of an lntra.l..ATA .n'S &NI lllab·volume 
WA TS tariff by the DCCI. 

When lnterprotlfll Ta ble 4, ke~ In mind thet the competlton .n'S and 
WATS prkes aro the prlcu of a four minute 2S mlle call whereu the DOC 
prlc:e Is a Wl!labted aYerqe of the WTS price or four minute 2S mile eall 
and the w t-WATS an4 800 Ser-tlce prices defined dlfr.rently (see obo•e1. 
Therefore, a price rat io of one docs not Indicate Identical tarlffo for 
BOCa and IXCI. 

17s.. r.vtor, ._ ·Ttlecommyntcat toot Psmand; A ~ awl erttlgye. 
a.unnc• P\AIIINftc c... Caat~rl4c•. ....... t..o. •· 110 



TABU: 4 

EITECTS or INTRALATA COMPETITION 

ntNTJtY "' tct cvn 'uacvn 
cco-r cccrr coo-r '""' '"'en' ccwn attn- .,, aov.u. 

\ :.U ITI I,...'TS .... P"I ICDJ ,.ICCO I"'ACT JW4CT IMrACf ·-·----·---·-....... ·-·-- -- ... ----------·· ................... --- .. ------ .. .. . .. 
1• 11 -o. Ol5T7 •0. 0)110. 0 . U I •tl I • .)(Qt 0 .... •0 . 0141 ..,0 , 01oU -o . ou• 
" " -o.oz•n --o .o'''" 0 . U I''' &.toll o.•l" •O . Ot ll •O. O.'t .. o .ou• 
lttO ·O. OZI~ •O.Ol iiOt o.•u•tt a. tn• o.•au -o .otll -o .o.n •0 . 02 U 

"'' -o.onn .. o.o::t••" o. ua•" 1.n·u o.•ooo -o. u•a: -o .ou1 -o .otu 
ltU ·0.0157'7 • O,O ::tiiOt o . ...... t.t'T',. o. JtOO -o . zo.- -o . uo1 •O , OU4 

These results Indicate that natn wllldl allow racllltln ·baucl 
entry Into the lntral.ATA market had a pproalmat ely 9 .S'X f c.wtt lntruutc 
lntral.ATA toll mcssa&U pet' ru.r In 1990 than natca that r n trlctecl 
racllltles·bued competition. Th.ls r-t<Nttlon In lntral.ATA toll muuaes 
ocei.IN'ed over and abo .. any dlanaes In mnaaaea caused by v owth In r eal 
Income or by chanaea In the rul SOC price or lntral.ATA toll • •rvlcea and 
IXC lntral.ATA t.n'S and hl&h-votume WATS "rvlcu . Note t hat the 9. 57.: 
eacludu any reduction In demand caused by r e..,llcr competition and 
Incidental traffic. Thua facllltles·bued competltlon reduces L£C 
lntral.ATA toll meuaa•• and revenues o .. r and al>ofO tha reduction 
a .. oc:lated with retailer competition and lnclclanu.J un11uthorlzod 
lntr&L.ATA trafrlc. 

The rcaulu In' tlll1 papct' ore a prellml.nar)l' attempt to crt lma te the 
crrecu or recent ch&nic-t In rc~~Jiat.lon or t..he telecommunlcatlont market. 
The t elecommunlea•lonl market II an extremely complex Inter act ion or 
supply, demand, and political factors, all In an lnduatry with qulckl7 
chanalna technoloc. We encouraae further research In eumlnlna the r ote 
or state and federal reaulatlon In the determinat ion or the demand f or 
lntral.A T A ut"Yic ... 

6. Impact or Compatltlon OD lntral..ATA Toll S.r,lc:u 

Two l>ulc .rrecu follow fnlm al lo•tna lntral.ATA taU compctltlon. 
One II that the lntroduc:t.loo of competJUoo wJIJ force the price or toll 
•~Ice ror both the DCC. and the u:ca towards the eon or pro"ldlna Ute 
ScrYICI. Tba leCOIIcl offect Jl the ciJnlct IOSI of L£C toll rOYtnUH II the 
IXC• bc&ln t o CatTY lntral.ATA t oll traffle on t hdr oW'II racllltl". In 
tertlmonln riled with lila nate PUC., IXCe hava araued that, althou&h 
the U:C. will IOH toll rennua, those reYenuo IOSIH will l>o dlrectl)l' 
orrset by additional twitched accen dlarae re•anuu collected from t he 
IXCa. The IXCe haYa furt.her atave(l !Mt tMH ofrHltln& ll~ft cl!arae 
r evenues will a llow local rates t o be unaffected by lntr aLATA toll 
compell Uoo. 
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The IXC.' · arl'll!ltnt must auume Uat contribut ion from toll r•••nun 
would be repla«d by contribut ion rrom acceu charaes. This auumptlon 
is unreallnle since tilt SiVInas In Incremental cons In movlna from toll 
to acce11 are likely Ina than the tdiHerence between L£C lntraLATA toll 
rates and switched accen rates. Further. the L£C toll trafrlc ion 10 
the !XC. would not be replaced ~<~lcly with switched access because It Is 
more economical to avoid usaae-serultlve acceu ch._racs and serve some 
C\W..omers tbrouch rlat-rated special accns or throuch complete 
facllltles·b:rpau or tile L£C by direct connection to the cunomer'a 
premises. 

Furthermore , the Intense competit ion In the special accns marku 
drives the price of ~lal accna down maldna bypass or LtC toll even 
more economical. ror example, New York Telephone was vanted a price 
decrease ror s~lal accesa DS·I clrcul la from St062 f% a 2 mile 
Inter-office line In 198'7 to $744 for the same line In 1989 • The F"CC 
declsloo In 1991 which propoud collocation for special access will a llow 
!XC. to fw-ther reduce the rates for their hl&h· and modlum-volume toll 
...-.lees. 

Another flaw In the IXC's arawnent that contrlbuu... rrom access 
charae revenua would replace conurlbutlon from lost L£C toll • evenue Is 
the assumption t.hat switched accen charaes will remain n current 
Ieveii. Put experience In other proccedlncs lndleate that competit ion 
will force IWit~cd IQCHI eharact down towards their true con. It Is. 
therefore, likely that lntraLATA transmission competition will put 
downward pressure on swlt~cd access rates. 

To the extent that acccn ~arces arc reduced, the contribution 
cw-rcntly provided by ac:ceu charles will be redu«d. Thlt In Itself will 
unavoidably rtqulre chances In dthcr local or L£C toll rates. 

Another effect of lnt.ral..ATA t oll compet ition will be to force L£C 
toll rates towarda cost. This phe nomenon will have •••era! secondary 
orrecu. The L£C toll rat.. were tet to rocovcr a total statewide 
agveaatlon or all LLC toll COlli and to pro•ldc • IUbttantlal 
contribution t owards local wrvlce. S.Cauu L£C toll rat.. are averaactd 
statewi.W., the rat~ · charCetd for a pa.rtl~ular r011te arc not directly 
related to the co.tao Involved In provldlna toll ser•lce on that route. 
This creates the tltuaUoa wbcrt r.,.&nues acncrated on hl&h-dcnJit y. low 
cost urban toll routa substantlallJ subsidize the low density hllh cott 
n.oral toU rou~ 

If llltraLATA toU competition It allowed, It Is natura l and 
lnc'fltable that the rxea would .,_ to compete on those hfah·dcnslty, 

18 1.,.,.'¥ H..~ Tl .. th)' ,.,..ut, .n4 Ku,•l• 
Tdec...w\lca\1_. t• ~ U... "' lkw ·••~.· lA 
a Compcllllva CnvlrOI\/Mnt, ,.,ec .. •~.t~c• ., 
h i " mm•JuUen. c:....tw.ce. .. u-.... c.c:..-s. 
lhe..o A,Jr-U *'", "" I • lt. 
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low COlt toll rO\ItOS which Ofrer the CTe&teSt potent ial for 
profitability. Once a toll route Is. subJect to com.pet lt lon from one o.,. 
more IXC:., each competitor seeks to acquire market share by r educlna 
prices for that hlah-dcllJitT rO\Ite below the U:C"a uniform averaae toll 
ratea. In order to a llow the LECs to effect ively compete with the IXCs on 
any a lven toll route, the LEC1 mu.n rupond to competition by lowerlna 
their own compa~~ln' toll rates. It Ia clear that If full lntral.ATA to ll 
competition Is to dcnlop, the Implementation of LEC~pcclflc and route 
(I. e. hl&h·dcnslty YS. low-density) specific LEC toll rates will ~ 
required. 

Since competition tends to drive prices toward cost. a further 
fa.liO\It f rom lntral.ATA toll compet.ltlon WO\IId be a decline In 1o0me toll 
rates and an Increase In some othrt LEC toll rates. On those hl&h-denslt y 
toll routes wher. uniform averaae r at e& aenerate revenues In excess of 
cott~. competition would drive thow rat11 down. The decline In revenues 
that results from the dccllnlna r ates WO\IId reduce the subsidy that tha.t 
route proYidea to othcT rovtes (low-denalty )whcre the eotts exceed th.e 
exis tlna r·cvenues aencnted by uniform •••rare u:c toll t"atu. This lou 
In r evenue .....,ld fOt"CC the r ates on the hl&b cost routes to 10 up In 
order to recover the eotts on that rO\Itt. Because of t his phenomenon, on 
some low-volume, hl&h-eost t'O\Ites t.bere Is a very re&l potentl&l that the 
traffic levels on that t'OVIe will naver aenerate S\lffl<.:et.• revenues to 
CO'fer the coau. Wlthovt the l\lbaldles curTCnt.ly received from 
hiJh-volume, low-eoct routes, It appeano that competition may ultimately 
force the abandonment or unprofitable toll r outee or, wor se still , 
require lnc.reaue In local ratu t o s uboldlze these unprofitable t oll 
r outeo In order t o lll&lntaln unhU':Ia.l t oll oervlce. 

One luu. raised repeatedly ts the benefits that would a ccrue to 
consumers from lntral.ATA transmission competition. In aenerl.l, II ls 
stated thlt competitive m.arkeu CUI offer four beneflu to society: they 
are s uperior ll'l the production or tboM &oods and services moot In demand 
by consumcra; they offer a &N&ter opponunJty for the Introduct ion of 
new Krvlen : they redtlcc tht societa l reaouras allocated to reaulator y 
processn and procedures; and competition r esults In the efficient use of 
r~ourcn 10 that societal benefits are mulmlzed. In a truly eompetltlve 
market these benefits will accrue. HoweYer, ln a truly eompetltlYe 
tnTlroMMIIt u eh IXC and LEC WO\IId be competlna on an equal bu1• with 
relative ly cuy mlr'J and Cll.lt for each compet itor. To the eX1cnt that 
there '- not a truly competitive market, these beneflu lose the1r 
"luster. • TM IXC. liN not hamrtruna with t.he responalbllltlu for 
unht'I'Sa.l toll and local KtYice which rc~t~latlon Impose on the U:CI. 
Thfs ... _ c l'm(M\a any scalbiWI or poulb!Uty for •t.ruc• 
competltiOCL M ciJsc:usMd earlier, coa~petlllvc entry by the IXC:. would be 
directed at lucntl•• hllh·•olume toll routes and ~lflc larae- or 
medium-volume toll Ula'S. The same e ffecu described above In rela Uon to 
locl.l, t oll and aecue KrYic:a wUJ occur. Toll rat n for aome consu.men 
will 10 down, local ratn r,.. all eonl\lllleN will ultll!>ittiJ ao up, &nd 
&«llOS char1n liN llltely to be forced down. 

Taklna Into consideration the effeeu that lntral.ATA f acility 
competition will have on the 1•ncral body or rllepeycra, Is apparen t that 
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the only bcnerlclarln of lnt r&LATA facility competition will be 
larar-•olumc toll uun and the IXCs who serve them. The bcnerlts 
r eceived by lhue larae t oll uurs will come 11 the txJ)Onse or thtl 
overwhelmlnr majority or t elephone consumers who would paJ hl&her locllL 
rates but would not hue sufficient t oll call volumes to talco advantaae 
or the lower toll r at«. lotore lmportllntly, those consumers who are served 
by hlah COS1 toll routes would pa y hla her toll rates as well u hl&htr 
IOCill rates, due to de-u eraa in& of toll ra te: . 

Another law. n lscd by the IXCa wa_s whether ~~ IXCa C<KIId provide 
lntral..ATA toll u nlce throu&h their own f adllllt11 more efflcleniiJ than 
the LECa, either for current toll traffic: oc- ror future toll trafrtc: 
ITOwth- M lUted earlier, the provis ion or telecommunica tion IOrYic:e 
r~ulru substllnt lal lnfCstment In rlxcd plant. Thls lnfCs tment, coupled 
wltb the rela tive ly low operatlna and melntcnllnce COS1-" associated with 
transmlu lon facilities, c:rutes SIIJIIrlcant ec:onomlu or sca le whld> 
favor a monopoly environment . This Is particularly true on an lntral..ATA 
basis s ince the t oll routes are predominantly short haul and produce l«s 
revenue per unit than lonaer baul lntcrLA T A r0<1tt11. 

The economies or se.le re&ll1e<S by the U:C.' lntral..ATA .. n~mlnlon 
netwoc-t. aenerally &llow Ill= to handle exlstlnc ~1 future lntral..ATA 
t oll traffic:. Thi s It true because It It l«t COS11y to add c•padty to 
an a ln lna transtnlnlon f acility than t o completely duplica te the LEC.' 
f acilities. From a broad public Inter« ! • lew, sud> duplication Ia 
~!l91nl; &llll lntrrlclmt . Economltt or ~ealc arc Important bcc:auce 
benertu to society .,.. maxlml1cd whe n theJ are fully r eali1tld. 

lf r acllllln based, lntral..ATA competition It allowed, the capital 
lnvutmcnt r~ulrtld lO «tabllsb .,.,. fXC POPs will place enormous 
economic prn aure on rxca to t araet only thoec blah-denslt J routes whld> 
promlsc the an a ten market sl\&re and hence the most profit potentlel. 
Once an ;xc hu loca ted at other than the toll Qent er/ac:c:ns tandem. the 
efficiencies or the Oldnm. toll network c:onflauratlon are lott with 
respect to the IXC. ""' the rcnen.J body or ratepayers will not h .. e 
c:ompanble accesa tO that carrier . l'urt.hcrmorc, once an IXC loatn u 
other than the t oll omtcr/ ac:c:est tand~. It bec:omn moat efficient (or
an !XC to place Itt . POPs u ciOM to It t larant customers •• ponlblo. 
Thlt fllrl.hcr aura .. tn t1w1 · cream u lmmlna" problem and cncouraan 
complete bJP&" ot the LEC by larac toll users who will be the marketlna 
tarpu ot the DCC.. 

In summ.&rf, o..N Ia •lrtu.ally no <"ldcnce to suppon the cla im that 
the many bcoef ltl or competition would be re&llud In the lntraLATA loll 
market rollowm. a poUc:y or unrutrlc:ttld entry and no price rei'Jiatlon. 
In fact, tha a n.lla ble ••lclalce on wbathu tha LEC U.T Aa are n.tw-U 
monopoUn or not Ia lnccrlcJusln. Cont equently, thtrw It no compelllna 
rc..- to _.... t owv-d f'IIMbw dtni'Jlatlon or the lntral..ATA 
tele<:ommunlc:alfona mark.eu - that Ia. toward I• and 0+ entry by tha rxc. 
or racll.n. Therefore, thl• means tbat the llmltcd entry aouaht by the 
IXC. lproflded throuah direct oc- specllll llQCUS &rrllnlcmentl and IOXXX 
~ltehcd accest l mun be junlrltld by tha customer con•enlence or 
•one-nop lboppl~ ror both Inter- and lntral..ATA telecommunicat ions 



serYices. Thl1 convenience, how•~er, I• un!•crnlly nailablc tO<Iay t.hrouab r~llen. 

flll"thcrmc>re, our econometric demand equation lndleatn that, In natel with authorl~&<l facllllln·bucd entry Into the lntrU.ATA toll mo.rket, the prlmo.ry form of competit ion continue~ to be In the form of hllh·volu.me senlcel. The modd reveals a crou-prlcc e lutldty or Cemand of . \42 which m<t.sura the JXrc<nt&l< ch&n&e In DOC lntrtJ..ATA toll meual« due to a on< puc.nt Clw\ae In lntra.I.ATA IIIah •olume WATS prlcn of IXCs. 

In comparison, the model shows !XC lntra.I.ATA liT'S to be a 
complcmcnto.ry sert'lce with DOC lntra.I.ATA liT'S -- the crou-prlce elast icity from our nallonal lntra.I.AT.A t oll demand equation 11 - .035. 

Our empirical rnulu that IXC tntra.I.ATA liT'S 11 a wu.lr complem<nl&rJ l<r•lee and that IXC lntra.I.ATA hlah·•olume serYlces ore a substitute 
for BOC lntrai..ATA toll avec "''"" the thcorl\lcal araument that IXC. will continue to to.r1et the hllh-volume lntrai..ATA toll routes after authorization or full facllltles·base<l lntrai..ATA toll competJIIon. 

Our fln<lln& that, In 1990. In natn which had authorized facllltles·baled entry UOXXXl for lntrtJ..ATA u111, the a•craae BOC had 9.5~ fewer lntrtJ..ATA toll mcn&ICI u a result ~r r•ellllles-ba.s&<l entry. mun be consldct'ecl prd1m!nary. furth<r WOC'k mun be executed to 
determine how rapidly the 9.5~ lnereasa o•c.r lima . 

Allo, the 9.5lt reduction In lntra.I.ATA toU meiUJel due to facUities·bucd lntra.I.ATA competl llon must be considend an approximation beeauw of the potential lnconslnenclu or definition &crOll reclonl of del& suppll&<l to the rcc -- data uoed to ntlmate the national lntrtJ..ATA toll demand equation. 

fln&lly, the · shcc-t·tcrm bistoclcal JXrspectl•• that the ntlrnated 
natlon&l lru.nU.TA tvll dci!Wid equation places on the lmpaet cr facllltles•base<l lntra.I.ATA competition on the DOC1 repreunu the outcome of the !XC and DOC 'ntra.I.ATA rtrate1lu up to year end 1990. Strate&ICI may ch.t.n&e and the model resulll mun be Interpreted 
appropriately. • · 

£pUocue 

E:conomlsu lUte to feel they are exJXf'U and u 1uch are able to a/feet the COI.1t'lle or polley. Tclecanmunlcatlon• cocutltutes an unusual 
mo.rket In that at l.ut one lqiDCftt of Ita rcruJatory nructure hu actually llltencd to the r..-mendatiOC\I of the ..:onomlc profn1lon •• eable dereruJatlon. But t11.11 Ia an unusual oceurr·ence: more often. econocnlru bewa.ll the lad! of attm~lon their adolca II ac.....-de<l and the pe.ruiYcd falllnp O( the t'CI\IIalory proccu thal appear •o deY{&te from 
the aoaJ• that eeonomlru pc~lt (!Sf' rtl\llaton. 

Ll 



In other lndustrln and rerulatory settlnas. this dl•eraence bctwe~u 
what cconoml•~• think that rerul a tors ouallt to be dolna and what 
r erulators actually do llfs lead to a focus on the pos itive theory of 
rcrula~lan ISIIIItr 19111 . But perlilapt owlna to eeonomlt\1' succen In 
affeetlna the rcrulotory proceso. at leaat at the federal level, 
~nomlsu have not cpent a creat deal or t ime nudylna why 
t elecommunica tions rerulatJon looks u It don. 

Thlt omlulon Is Important, fOl' much o( the r es istance of nate 
rcfUlatort to lmplcmcntlna the moTemcnt toward competition that their 
federal C:ountCrp&riS haTe decreed stCml from t.he ra ther different UlS Of 
objeetiTes or the nate rcruiators. State reaulators, more so than 
r cdoral, are r equired to consider aoalt euch u unhernl nrTice ... n lr 
they Impact adTer .. ly the efficiency norm• ao dear to economlna. Much or 
nate rerulatory policy Ia clearly distributional In character. When 
cconomltts ulc that rcruiatcn adopt policies that clearly conflict with 
the aoaJa that rerulaton acck to f ur•hcr, t he result It that the advice 
appcara lrl'clcvant at batt. 

There are a number or • liN that despite Initial auccen In 
arreetlna telcc:ommunlc:at lons policy, cconomllu once aaaln rlslc 
lrrdc•anee bcc:ausa or their dnotlon to prucr lblna pollclu .. oppoaed 
to aruiJ2.lna pollclee In place. For example. at the lntraL~TA lent . 
ce<>nomln. on all aides contJnUOIISiy pr<Kt'lbc competition u a solution. 
Few ha•e analped the Impact or lntnJ..ATA eompetJtlon already In place. 

Howenr, the time hu come to cmplrkally analpe lntraLATA 
competit ion which hat been In place In many states for several years. 
Thl• study orr~ tome tbcorctlc:al arawnenll lcadlna to a priori 
cxpcc:tatlona for the Impact or facllltles·based lntr&LATA competit ion. 
More Important ly. the atucly offers a strona preliminary empirical 
lr\vBt~nloo Into the ccnsequcncca or authorlzlna racllltln •bascd 
competltJon &l the JntraJ..ATA lt•el. 

19 
"'""'•• J. sue••· ..,.. ~ -.f tc~lc hf'*I• Ueon,· lkU 
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FLORIDA RESIDENCE INTRASTATE INTRALATA MTS 
PER ACCESS LINE DEMAND MODEL 

MODELl 

LN(MTS DEMAND PER ACCESS LINE) • -5.9381 

- 0.592323 • LN(REAL PRICE)_l 

-0.013210 • LN(REAL INTERLATA PRICE)_! 

-0.220297 • LN(REAL INTEkSTATE PRICE) _l 

~1.183325 • LH(REAL INCOME PER HOUSEHOLD )_! 

+0.074999 • FIRST QUARTER SEASONAL 

-0. 02304 5 • SECOND QUARTER .SEASONAL 

-0.061809 • THIRD QUARTER SEASONAL 

&lJISTICITIESt 

OWN PRICE 
INTERLATA PRICE 
INTERSTATE PRICE 
I NCOME PER .HOUSEHOLD 

SAMPLE RANGE: 

l'!RST YEAR 
-0. 4442 
-0.0099 
-0.1652 
+0.8875 

1980 FIRST QUARTER - 1988 THIRD QUARTER 

T-STATIS'l'ICS 
-1.3865 

-10 .7953 

-3.8319 

- 3 .2161 

•8.7167 

-2.6774 

-7.2226 

LONG RUN 
-0.5923 
-0.0132 
-0.2203 
+1.1833 



FLORIDA RESIDENCE I NTRASTATE INTRALATA MTS 
PER ACCESS LINE DEMAND MODEL 

VARIABLE DEFINITIONS! 

MTS DEMAND PER ACCESS LIN£1 Quarterl y sum of Florida (SB 
only) intreLATA rea idence MTS revenuea , defla ted by nomina l 
own price index divided by Florida (58 only ) reaidence acceaa 
linea. 

R£~ PRICE-1 • Loapeyree price indox for Florida intrastate 
intraLATA reaidence MTS (58 only), federal exciae tax 
inc luded, deflated by the u.s. conaumer price index, lagged 
one quarter. 

REAL INTERLATA PRICE-1• Laapeyrea price index for Florida 
int r asta t e interLATA residence MTS, federa l exciae tax 
included, deflated by the u. s . conaumer price index, lagged 
one quarter. 

REAL INTERSTATE PRI CE-1• Laapeyraa price index for U.S. · 
interstate KTS , federal excise tax included, deflated by the u.s. conaumer price index, lagged one qu6I~er. 

REAL INCOME PER HOUSEHOLD_l, Four quarter ~~vlng average o f 
Florida personal income deflated by the Florida persona l 
income de flator, divided by the number of Florida households, 
lagged one quarter. 

TEST STATISTICS• 

.98 • R- SOUARED 

187.12 • F-STATISTIC (7,27) 
Ho • h • 1 2 • . . . In • o 
Re j ect at 95\ level 

1. 77 • DURBI N-WATSON 
Ho • No 11 t order autocorrelation 
Cannot reject at the 95\ level 

2.80 • 8REUSCK-PAGAN 
Ho• No heteroskedaaticity 
Cannot reject at the 95 \ level 
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I PLORIDA RESIDENCE KTS PER ACCESS LIHE 
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\JI'IOOIOo-t"'eCI SCJeCWI PI¢1K1 tofCIOCQA..SP 
fPSC Stif1l tal o.t. R ..... 
o.t.d~ 11 19M ._ .. ............ 

FLORIDA RESIDENCE INTRASTATE INTRALATA MTS 
PER ACCESS LINE DEMAND MODEL 

MODEL: 

LN(MTS DEMAND PER ACCESS LINE) • -5.9381 

-0.592323 • LN(REAL PRICE) _l 

-0.013210 • LN(REAL INTERLATA PRICE)_l 

- 0 .22 0297 • LN(REAL INTERSTATE PRICE)_l 

+1.183325 • LN(REAL INCOME PER HOUSEHOLD)_} 

+0.074999 • FIRST QUARTER SE.ASONAL 

- 0.023045 • SECOND QUARTER SEASONAL 

- 0.061809 • THIRD QUARTER SEASONAL 

ELASTICITIES• 

OWN PRICE 
I NTEJU..ATA PRICE 
INTERSTATE PRICE 
INCOME PER ~OUSEHOLD 

SAMPLE RANG£ : 

FIRST YEAR 
-O.H 42 
-0.0099 
-0.1652 
+0.8875 

1980 FIRST QUARTER - 1988 THIRD QUARTER 

T-·STATISTICS 
- 1.3865 

-10.7953 

-3.8319 

-3.2161 

+3.0671 

+8 . 7167 

-2.6774 

-7.2226 

LONG RtiN 
-0.5923 
- 0.0132 
-0.2203 
+1 . 1833 



FLORIDA RESIDENCE INTRASTATE INTRALATA MTS 
~ER ACCESS LINE DEMAND HODEL 

VARIABLE DEFINITIONS: 

MTS DEMAND PER ACCESS LINE: Quarterly sum of Florida (SB 
~nly) introLATA residence MTS revenues, deflated by nomi nal 
o~n price index divided by Plorido (SB only ) residence occpaa 
linea . 

RE~ PRICE_l: Laapeyres price index for Florida intrastate 
int roLATA residence MTS (SB only), federal exciae t ax 
included, deflated by the u.s. conaumer price index, logQed 
o ne quarter. 

REAL INTERLATA PRICE_ l: Laspeyros price index for Florida 
intrastate interLATA residence MTS, federal excise t ox 
included, deflated by the U.S. conaumer price index, logged 
one quarter. 

REAL INTERSTATE PRICE_l: Laspeyrea price index for U.S. 
interstate MTS, federal excise t ox included, deflated by tho u.s. consumer price index, lagged one quo~~r . 

REAL INCOME PER HOUSEHOLD_! : Four quarter mov ing overage o f 
Flor ida personal income deflatou by tho Florida personal 
i ncomo deflator, divided by the number of Florida households, 
logged one quarter. 

TEST STATISTICS: 

.98 • R-SOUARED 

187.12 • F-STATISTI C (7 ,27 ) 
Ho: p 1 • 6 2 • . • . p n • o 
Reject ot 95\ level 

1.77 • DURBIN-WATSON 
Ho• No 11 t order autocorrelation 
Cannot reject ot the 95\ level 

2.80 • BREUSCH-PAGAN 
Ho: No hoteroakedosticity 
Cannot reject ot the 95\ level 

~ Not for .tudo...,. cxrll.id. 8 •• - oL Ju ~ ' """"m or any of 0 Cif'C owlor Wnllt n •IIK~Mnt. 
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PLORIOA RESIDENCE HTS PER ACCESS LINE 

LN(OUAN'l'I TY) RESIDUALS• lO 
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2 0 1 0 3 
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1981 1 98 1985 198 1989 

---ACTUALS - - ESTIMATES I RESIDUALS 

~ Not lot diodoouu outride Btl!S L 
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NOTE: 

BeliSoulh Telecommunications. Inc. 
Undocketed Spec1al Project 980000A-SP 
FPSC Staff 1" Data Request 
Dated June 19. 1998 
Item 51 
Attachment 

The r ate comparisons were obtained directly from CCMI (Center for Commumcations 
Management Information, Rockville Maryland) "Guide to Networking Solutions 
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I A'CJid~nlilll 

1111 ~tc Compllri!on 

A!Jabun.o lldiSoulh 
n"rida II<IISouth 110.6~ 17.30 1::<.65·15.39 
Georgi• DeiiSoulh Sl7.~5 Sl 2.50 ss.oo 
l'cnn.cky II<IJSouth $1 7.55 112. 17 
L.oui.s1an.a llciiSouth 112.64 110.97 15.00 
·' ti.UI S$1 p PI llciiSouth $19.01 $14.79 
No:th c~roiUIJI llciJSoulh s 12.51 $9.94 S S.lZ ·16.5 1 
South Ca rolono rellSouth $16.40 loG.li~·Sll.20 

Anzona US WCSJ 
;~ruru Southwt.~tcm llcll II G.~ I $1 2. 11 12.00 
Colorado US Wc.st 119.85 114.93 S4.09 
Conntet1('Ut SNET 114.5~ 1 10.53 
Otlawa rc llcll Atlantic $11.65 I 11.00 
District or Colombla Bcll Atuntlc 1 14.60 $14.60 $14 .60 $14.60 
llawa~il en: 
Nonhern Idaho US West $9 .97 11!.47 $4.75 
Southern Idaho US West $17.02 I 11.52 
lndi.an.11 Amcritcch I 19.17 S9.SS 
10\\':& US We.n I 13.05 I 11.05 s 1!'.05 s ti.OS $5.80 ...,.,... Soulhwwcm lieU s 17.65 Sll.95 $20.05 SIZ.l\0 S1.i5 • 
,\Wnc NYNrX S I '.81 110.5 1 $13.!11 $10.51 
1\I»>HthliKIIJ I'IYN&X SG.9i S6.S4 
Msthosan Amcnlct h $42.00 $4 2.00 
.MJnnCJOCA US Wc.st $ 15.53 SI 3.9G $1 7 85 Sl605 
M.ss.souri Southwutcm llcll $12.50 $7.55 11!1.40 I 11.70 
Montaru USWeot $14.60 $14.60 
S<b .... k.> US Weot $1 6.35 116.35 11\.45 
Ncvad.ll Nevada llcll 110.75 $1 0.75 125.00 125.00 so.~o 
New HJt.mp1hu~ NYNIJ( SIG.7 1 110.88 II G.71 110.88 
NcwJ<MC)' llcll A tlan hC Sll. 19 SG.75 !1!89 !7.40 
New York NYNtx 16.60 16.60 16.(;0 16.60 
Nonh r>ai<ot.o U$ V.'est $13.19 $10.1!11 116.50 11 :1.60 
r(nruylva..na llcll AIUniiC $14.68 18.4~ 

South [l •l<ot.o us ww $38.40 127.25 
\'1.f81n&.a &II Atunric $9.:!19 13.51 19.33 $3 .5 1 

7/!1/98' 
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