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BOX 1:  INDICATORS OF THE BENEFITS OF REGULATORY REFORM

        Price (nominal) Incumbent Market Share

84’ - ‘92 92’ - ‘96 ‘84 - ‘96

Local Residential: up 45% up 5% still near 100%
Intra-state Toll: down 10%* up 3%* still near 100%**
Inter-state Toll: down 50%*** down 17% 85% down to 55%
International: N/A. down 33% 100% down to 55%
Mobile: N/A. down 37% competitive

* Based on Bureau of Labour Statistics data that does not include discount plans.  Thus the data may understate price reductions.
** Incumbent market share in individual states varies considerably and, in select cases, may be considerably lower.
*** Includes both long-distance and international and composed only of AT&T information.

Source: FCC, Trends in Telephone Service, CCB, July 1998.  Local price is the average monthly rate including taxes and the
subscriber line charge, long-distance (interstate) and international is average revenue per minute.  Mobile is average monthly bill
and includes both cellular and broadband Personal Communications Service.  Incumbent market share is according to total revenue.

1.2 General features of the regulatory regime and market participants

8. Over many years, decisions by the Federal Communications Commission (the “FCC”) shaped
the general features of the regulatory regime as well as the identity of market participants by promoting
competition in telecommunications markets in several dimensions.  The Hush-A-Phone and Carterfone
decisions, for example, facilitated the development of competition in customer premise equipment.
Decisions in the early 1980s also provided a basis for vigorous resale competition while, as noted above,
the Computer II and Computer III decisions played an important role in facilitating the development of
markets for competitive value added network services (i.e. enhanced services). These decisions were
emulated in other OECD countries where, in many cases, incumbents tried to extend their dominant
positions to value added network services.

9. Over the 1960s and early 1970s, the FCC started to allow the private use of the spectrum giving
rise to several competitors entering long-distance markets.  To this point, there were no established
provisions to mandate access to the incumbent’s public switched telephone network, and the regulatory
regime did not establish effective controls on cross-subsidisation  (i.e. the ability of the incumbent to
recover costs incurred in markets where it competed by increasing the price charged to captive subscribers
in regulated markets).  The FCC responded to the changing market conditions of the 1970s by beginning
to develop competitive safeguards including interconnection requirements and accounting mechanisms to
prevent cross-subsidies from monopoly activities, but these were not effective .3

10. The root cause of the problem was that the incumbent was participating in both regulated
monopoly and competitive markets.  The incentives for anticompetitive conduct were magnified by the
control of a bottleneck facility -- the local exchange -- by the regulated monopolist.  Such an incumbent
has an incentive to protect its market power in newly competitive markets by denying access to its
network, especially when the costs of such an exclusionary strategy can be “recouped” by increasing the
rate that traditional cost-of-service regulation allows.

11. The 1984 antitrust decree, which was essentially a vertical divestiture, was a response to this
problem.4  It generated a market structure in the United States that is unique in OECD countries.  Under
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1980s & ‘90s Long-distance competitors became firmly established as the divestiture provided an effective safeguard 
against the incentive for local exchange carriers to discriminate against rival carriers on access terms.  
The market share levels attained by new entrants in long-distance increased significantly beyond levels 
experienced in other OECD countries.

1994 Acquisition of the leading cellular provider, McCaw by AT&T.

Jan. 1998 WTO Basic Telecom Agreement was signed by sixty-nine countries.  By 1998, twenty-two of the 
OECD countries had unrestricted market access to all forms of telecommunications, including voice 
telephony, infrastructure investment and investment by foreign enterprises.

mid-1990s British Telecom/MCI and; Sprint/Deutsche Telekom/France Telecom entered into alliances.

1997 Local operating companies:  SBC/Pacific Telesis and NYNEX/Bell Atlantic merged.

1997-98 Four applications by RBOCs to provide long-distance service were denied by the FCC.

1998 The number two and number four long-distance providers, MCI and WorldCom merge.

July 1998 AT&T acquires a leading Competitive Access Provider, Teleport.

15. More recently, there have been considerable pressures for change in the structure of the US
telecommunications market.  Beginning in the mid-1990s, US long-distance carriers entered into
international alliances with carriers from other countries.  As part of the policy of promoting open
international competition, the alliances were permitted on the condition that safeguards be put in place to
assure that other US carriers were not discriminated against in regard to the terms of access to foreign
local exchanges.  In an important recent development, British Telecom announced that it plans to enter
into an international agreement with AT&T.

16. A second important development is the recent increase in concentration at the level of local
exchange carriers.  Two mergers approved in 1997 (Nynex/Bell Atlantic and SBC/Pacific Telesis) have
reduced the number of major local exchange carriers from eight to six.  There are two additional merger
proposals pending (Ameritech/SBC and Bell Atlantic/GTE) which would reduce the number of local
exchange carriers still further to four.  At the same time, the recent MCI/WorldCom merger has reduced
the number of major long-distance carriers to three.

17. An important recent development in the US domestic long distance market is the recent merger
between MCI and WorldCom.  At the time of the transaction, MCI and WorldCom were the second and
fourth largest providers of domestic long-distance services in the US  MCI and WorldCom also had a
significant presence in the market for international and Internet backbone services.  In its analysis of the
market for domestic long distance services, the FCC stated that: “in light of the significant new
transmission capacity that we believe will become available by the end of 1999, we conclude that existing
market participants as well as potential market entrants will likely be capable of using the newly available
capacity to constrain any attempted exercise of market power.” 11  Thus, the FCC held that the merger was
in the public interest subject to the condition that MCI sold its Internet business to a competitor.12

18. As in several OECD countries, mobile communications services provides an additional example
where market liberalisation had a significant impact.  In the US, the FCC introduced cellular competition
through a duopoly licensing process. Throughout the 1990s, levels of penetration achieved by mobile
communications grew strongly in the US, but at the same time has lagged behind the growth in other
countries.13  The US mobile market has recently been opened further through the use of auctions and
resulting licensing of spectrum licenses Personal Communications Services.  Some highlights related to
the emergence of mobile competition is provided are box 3 below:
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provide both traditional voice telephony and new services such as interactive broadband video services,
tele-medicine or electronic commerce.  No one can predict exactly which networks or standards will
emerge, and which new information services consumers will demand on a widespread basis.  There is,
however, strong evidence that relative costs are changing in a manner that will create new markets and
new infrastructures capable of offering new as well as existing information services. 22

27. Potential alternative technologies to provide telephone service include cable systems, mobile
services and wireless local loop.   A primary advantage of cable systems is their access link to a large
number of homes.  Cable systems “pass by” over 95 percent of homes with a broadband access.  In
coming years, this broadband access link will likely allow cable companies to provide not only traditional
voice telephony, but also Internet service on a widespread commercial basis.  The current technological
challenge for cable systems is to “upgrade” their networks to allow for interactive communications.

28. Existing networks providing mobile services (including cellular and PCS) provide a second
potential substitute for the provision of traditional local telecommunications.  When they were initially
introduced, price and reliability considerations meant that mobile services were used almost exclusively as
a complement to primary wireline.  Increasingly, however, cellular and now digital PCS are gaining
acceptance as a substitute as well as a complement to traditional wireline telephony.

29. New technologies employing wireless local loop access provide a third potential entrant to local
markets.  Networks using these technologies are currently less developed than cable or mobile
telecommunications networks.  However, such alternative networks are likely to have a considerable
comparative advantage in providing access services to rural or remote subscribers.  An added advantage is
that the investments necessary for entry are less likely to involve irreversible (i.e. “sunk”) investments.23

30. The speed with which these alternative delivery systems are likely to develop depends in part on
regulatory developments such as local rate rebalancing.  Current geographic rate averaging requirements
mean that some high-cost (e.g. rural) subscribers are served at prices below true cost.  These are the
customers for which wireless technologies are likely to be most well-suited.  The speed with which these
alternative delivery systems are likely to develop also depends on the speed with which new information
services are introduced.  There is an increased incentive to enter if a new network can expect to earn
revenue from both voice telephony and other new information services.

31. We note, however, that section 706 of the Telecommunications Act directs the FCC to examine
whether advanced telecommunications services are being made available to all Americans on a reasonable
and timely basis.

32. The speed with which these alternative delivery systems are likely to develop depends in part on
regulatory developments such as local rate rebalancing.  Current geographic rate averaging requirements
mean that some high-cost (e.g. rural) subscribers are served at prices below true cost.  These are the
customers for which wireless technologies are likely to be most well-suited.  It also depends on the speed
with which new information services are introduced.  There is an increased incentive to enter if a new
network can expect to earn revenue from both voice telephony and other new information services.
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2.2 Telecommunications Regulation and Related Policy Instruments

2.2.1 Regulation of Entry and Service Provision

34. Historically, regulation of entry and service provision have varied depending on whether the
market was under state of federal jurisdiction.  Entry conditions have been significantly liberalised in
markets under federal jurisdiction many years before comparable reforms were undertaken in other OECD
countries.  The liberalisation of entry conditions in markets under state jurisdiction has proceeded more
slowly.

35. At the federal level, the FCC liberalised entry conditions through a number of decisions dating
back as early as the 1950s and continuing over many years.  For example, FCC decisions liberalised the
conditions of entry into customer premise equipment, value-added and resale markets.  In regard to
facilities-based entry into long-distance, entry conditions were liberalised gradually.  In 1959, in the
Above 890 decision, the FCC permitted private use of the spectrum, in effect allowing rivals to enter into
the provision of long distance services.25  In the late 1960s, the FCC took additional steps to lower barriers
to entry in the Carterphone decision as well as decisions to grant microwave licenses in 1969 and 1971. 26

36. Important barriers to entry into inter-LATA markets remain.  Section 271 of the Act requires
RBOCs to show that the local market in a particular state is sufficiently open to competitors before it is
permitted to enter into the provision of inter-LATA service within that state.  Under this section, the FCC
“shall not approve” a RBOC application to enter long distance markets unless it finds that the RBOC has
concluded agreements with one or more facilities-based competitors to provide access or interconnection
(which satisfies the “competitive checklist”) as well as a public interest test.  Alternatively, if a RBOC has
not received a qualifying interconnection request within a designated period of time, the 271 test can be
satisfied by providing a statement of generally available terms and conditions that complies with the
competitive checklist and that “has been approved or permitted to take effect by the [relevant] state
commission.”  Importantly, in the assessment of a section 271 application, the FCC must give “substantial
weight” to the DOJ’s evaluation.

37. Section 271 of the Communications Act, as amended by the Telecommunciations Act of 1996,
maintains the pre-1996 Act prohibition against a RBOC providing inter-LATA long-distance service
originating in a state within its local service region until the FCC approves an application demonstrating
that the RBOCs local telephone market is open to competition.  Section 271 contemplates that to permit
the RBOCs immediate entry into the long-distance market would allow the RBOCs to leverage their
bottleneck control in the local market into the long-distance market, thus both threatening competition in
the long-distance market and entrenching the RBOCs monopoly into the local market.  Apparently, the US
Congress believed that unless the RBOCs had some affirmative incentive to open their markets to
competition, it would be highly unlikely that competition would develop expeditiously in the local market.
The US Congress thus decided to use the promise of long distance entry as an incentive to prompt the
RBOCs to open their markets to competition.

38. The analysis of local competition by the DOJ and FCC in recent section 271 applications makes
a strong case that, based on the available facts, the specific markets considered were not “irreversibly”
open to competition.  Thus, this analysis shows that a potentially important role remains for the restraints
on RBOC entry.  The DOJ analysis follows the framework provided by the so-called “competitive check-
list.”  The approach relies on the proposition that, by denying inter-LATA authority, the prospects for
local competition are advanced because the relevant RBOC would have an incentive to co-operate with
new entrants.
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exchange carriers sell wholesale service for resale by competitors at prices that equal the retail price
minus the cost that the local exchange carrier avoids by not having to retail the service itself.

51. The main procompetitive rationales for resale and unbundling is that it may promote facilities-
based competition.  Resale can potentially play a multi-purpose role in promoting and sustaining
competition in telecommunications services.  Both resale and unbundling may be effective entry vehicles
for new entrants that may initially lack the necessary capital to build their own networks, in whole or in
part. Resale may also allow  for small competitors that will not become facilities-based players to offer
service.  At the same time, resellers may stimulate the usage of the incumbent’s network, and thus may
benefit the incumbent facilities-based provider and further growth of an information economy.  The
primary reason for encouraging competitive entry is to benefit both residential and business users of
telecommunications services.  Restricting methods of entry can create price signals that are not optimal
for a fully competitive market and therefore can cause investment distortions and higher prices.  Because
the goal of competition policy is increased consumer and public welfare, equivalent treatment for all
competitors regardless of whether or not they own facilities should be encouraged.

52. It is important to note that unbundling and resale can also impede facilities competition.  If
elements are made available at low prices relative to the cost of investing in new facilities, entrants will
use the incumbent’s facilities even if, on a stand-alone basis, the investment would have been an economic
proposition for the entrant.  That is, there is a danger that regulatory prescriptions for unbundling at prices
that are excessively low may act against the consumer’s longer run interests through the reduction of
incentives for companies to install their own wired (or wireless) networks.  In general, resale and
unbundling should be used as a temporary measure subject to review over time.

2.2.4 Regulation of Pricing

53. Historically, the goal of promoting universal service has given rise to prices that do not reflect
relative costs.38  Prices charged to business users and for long-distance services were set at higher than
competitive levels to allow low rates (sometimes below cost) for local service to be maintained.  At the
same time, local rates in rural and remote areas were held at low levels relative to rates in urban areas. The
maintenance of low rates for local telecommunications service in rural and remote areas generates a
particularly large economic distortion since these are generally higher cost subscribers to service.

54. The adoption of policies to rebalance these rates have played an important role in the reform of
telecommunications regulation in the United States.  Three main types of rate rebalancing are long-
distance/local, urban/rural and business/residential.

55. The increase in competition in inter-LATA markets since the 1984 divestiture has given rise to
significant long-distance/local rate rebalancing.  Information on changes in prices of local service, intra-
state toll (including some inter-LATA and some intra-LATA) and inter-state toll (i.e. inter-LATA) service
since 1984 are provided in box 9.  As the box illustrates, while there has been considerable rebalancing of
inter-state rates, there has been less rebalancing of intra-state prices. 39
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(Chile), contributions from carriers (United States, Dominican Republic) or contributions from spectrum
auctions (Guatemala).

62. There are three principal universal service programs in the US  First, the traditional programs to
subsidise service to high cost areas are continued with operators delivering universal service48 being able
to draw compensating support from a Universal Service Fund.  Second, the “Lifeline Assistance” and
“Link Up”programs are designed to subsidise hook-up cost and the cost of monthly phone bills to
qualifying low income customers provided by all eligible telecommunications carriers. Third, discounts to
assist schools, libraries and rural health care centers to connect to the ‘Information Superhighway’ have
been initiated.  These discounts became colloquially known as the “E-rate’ and were designed to cut
between 20 and 90 percent off the monthly charges of connecting to the network, and in some cases, some
of the internal wiring costs.  The discounts attracted applications from more than 40,000 schools and
libraries.  Box 11 provides highlights of the reforms to universal service.49

BOX 10:  REFORMS TO UNIVERSAL SERVICE

1) Introduction of transparent and explicit support for universal service. All carriers satisfying specific conditions can
obtain support from the federal Universal Service Fund regardless of the technology used.   All carriers, including
wireless carriers, are required to make contributions to the universal service fund based on end-user revenues.  To
qualify for access to the fund, a carrier must be able to offer (and advertise) service throughout a geographic region
known as a “service area.”  The size of these service areas is left to the discretion of state regulators.

2) Revision and extension of support for low-income customers (Lifeline and Link-Up America);

3) Introduction of a specific fund for the needs of schools, libraries and rural health care centers;

4) Restructuring of the Subscriber Line Charge and the Common Carrier Line Charge, to partially transfer Universal
Service Fund support costs to subscribers and interexchange carriers; increased subscriber line charges for second
residential lines and multiline business customers; gradual phasing out of the existing traffic sensitive Common
Carrier Line charge with a flat-rate Presubscribed Interexchange Carrier charge.

63. A central economic principle for the development of a universal service fund is that it should
achieve other policy goals in the manner that distorts competition as little as possible.  That is, any
subsidies to carriers should be portable and available to all competitors.  In addition, the fund should be
financed to the extent possible from general tax revenues.50  In practice, few countries (Chile is one
exception) fund universal service through general tax revenues.  Alternatively, if it is necessary to finance
the fund from the telecommunications industry, revenues should be obtained from charges on services that
are relatively inelastic (e.g. subscriber line charge).  Competitively neutral taxes from all carriers cam
often minimise the economic distortion that would otherwise result from the tax.

64. An additional principle is that the fund should be targeted so that, taking the size of the fund as
given, maximum positive impact toward the relevant policy goals is achieved.  To the extent that high
telephone penetration is a policy goal, funding should be focused on marginal subscribers that are most
likely to fall off the network as a response to a price increase.  Similarly, to the extent that income
redistribution is a policy goal, funding should be targeted on low income subscribers.  In this regard, it is
noteworthy that the US Link-up and Liveline programs are targeted to those with the most need.

65. Rate rebalancing and other entry promoting reforms can also promote universal service goals.
Increasing competition may expand the availability of low-cost telephone services.  In some countries
(e.g., the United Kingdom) niche market operators have begun operating payphones profitably even
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2.3.  The Dynamic View: Convergence in Communications Markets

88. While traditional telecommunications and broadcasting are both regulated by the FCC at the
federal level, there are significant differences between the regulatory regime applied to these sectors.  As
technology develops, the possibility of entry into broadcasting by telecommunications carriers is quickly
becoming more realistic.  In fact, many users of the Internet are currently making use of
telecommunications networks to download video images.  As a result, traditional distinctions between
broadcasting and telecommunications are quickly breaking down.

89. With the convergence of communications media, it is becoming increasingly difficult to
designate individual operators and even services as falling into one category or another.  Such fragmented
regulation not only restricts companies from taking full advantage of technology innovation and business
opportunities but also prevents users from enjoying better possible services.  Problems raised by relatively
burdensome broadcasting regulation can be crucial since it may determine the extent to which
convergence is effectively reflected in laws, policy initiatives and regulations. 60

3. Market Structure and Performance

3.1 The Structure of the Market

90. The telecommunications industry is a relatively large part of the US economy which
encompasses traditional common carrier service as well as other activities such as network equipment
manufacturing, customer premise equipment, and private line services, and accounts for about $600
billion in economic activity.61  Looking specifically at total revenue from traditional common carrier
services, the most comprehensive data is available for 1996.  In 1996, total revenue from traditional
common carrier services was about $222 billion.  Local exchange carriers accounted for about $96.5
billion and interexchange carriers accounted for about $93.2 billion.  Cellular and PCS providers
accounted for about $26 billion and resellers of various services accounted for about $6.5 billion.

BOX 11: 1996 TOTAL REVENUE OF US CARRIERS (IN MILLIONS)

Local Service Long Distance International

CAPs and CLECs $1,328.1 (1.4%) 0 0

Local Exchange Carriers $95,188 (98.6%) 12.0 % 0

AT&T 0 42.1 % ($39,300) $8,900

MCI 0 17.6 % ($16,400) $3,800

Sprint 0 8.5 % ($7,900) $1,700

World Com 0 4.8 % ($4,500) $600

Other IXCs 0 15.0 %

Source: FCC Trends in Telephone Service, July, 1998.

91. As in most countries, telecommunications services in the US are differentiated on the basis of
whether they are local or long distance communications.  However, in the United States, long-distance
communications are divided into intra-LATA and inter-LATA regions and carriers charge differently
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and important provisions of the 1996 Act are exempted.  There are likely additional benefits that can be
achieved if the overall streamlining process is made more systematic.

4.2   Potential Benefits And Costs Of Further Regulatory Reform

122. Regulatory reform has already provided significant benefits to the US economy.  The most
concrete benefit has been the dramatic reduction in the overall costs to subscribers of inter-LATA long
distance and international telecommunications services.  Further reductions in costs during the 1995 to
present, as well as reductions in the cost of mobile telecommunications have provided further concrete
benefits.

123. These benefits are likely the product of two main factors.  First, market power of firms in
international and long distance markets has been significantly reduced, thus reducing the distortions of
pricing above competitive levels.  Second, due to a number of factors including technological change and
increased competition in both service and equipment markets, the costs of switching and transmission
have fallen dramatically.  The degree of the adoption of technological change is reflected in the level of
investments in fiber optics and digital switching discussed above.

124. From a longer-term perspective, the most important impact of regulatory reform is its
contribution to facilitating dynamic growth and innovation.  Despite the lack of local competition,
technological change will continue to improve the prospects for entry in the next few years.  A potential
benefit of further reform is to put the conditions in place to allow competition to evolve in the local
exchange network.  Revenues from local exchanges are considerably larger than inter-LATA long
distance and international markets combined.  Competition could speed the adoption of new technologies
in local exchanges and facilitate the introduction of new services.  Competition in local markets could
allow a rapid deregulation of many aspects of telecommunications.  Eliminating local market power is the
most effective way of dealing with competitive concerns of vertical integration.

125. The development of a broadband subscriber access to national fiber networks would eliminate a
technical bottleneck and allow enormous increases in speed and capacity of networks.  The new products
and services that consumers might demand from such a network are difficult, if not impossible to predict.
But the possibilities are substantial.

4.3   Policy options for Consideration

126. There is an extensive literature on recommendations for regulatory reform in the US
telecommunications industry.  Based in part on this literature, this section builds on international
consensus regarding steps to promote good regulatory practices applied to market realities in the US
telecommunications industry.  The following recommendations are also based on the “Policy
Recommendations For Regulatory Reform” set out in the OECD Report on Regulatory Reform (OECD,
June 1997).

• Promote streamlining of regulation of the US telecommunications industry by extending mandatory
regulatory quality controls in executive orders to the regulatory activities of the Federal
Communications Commission.
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127. Ministers have recommended that proposals for new regulations, as well as existing regulations,
be reviewed.  In general, as effective competitive safeguards are implemented in telecommunications
industries and market forces introduced, the need for sector-specific economic regulation declines.  As
dominant positions of formerly regulated monopolists erode, reliance on market forces subject to
economy-wide competition policy rules becomes a more effective means of promoting economic
efficiency in the industry.  There is a need to continually review and streamline economic regulation as
underlying market conditions change.

128. The US has been effective in implementing effective competitive safeguards to promote
competition in markets under federal jurisdiction and in many markets competition is advanced well
beyond that in other OECD countries.  However, the Federal Communications Commission is not subject
to the mandatory regulatory quality controls required by executive orders for most regulatory activities.
Regulations adopted by the FCC are subject to systematic review through biennial review and forbearance
procedures. While the enactment of these processes is a significant step, it is important to note that the
forbearance provisions do not include an explicit recognition of the costs that regulation imposes, and
important provisions of the 1996 Act are exempted. There are likely additional benefits that can be
achieved if the overall streamlining process is made more systematic.

• Competition in intra-LATA markets should be promoted by federal initiative as a necessary step to
promote rebalancing of rates to reflect economic costs and thus to promote entry into local markets.
If current initiatives fail to eliminate state actions that have the effect of raising barriers to entry,
consideration should be given to vesting exclusive authority in the federal government as is done in
Australia and Canada.

129. Ministers have recommended that those aspects of economic regulation that restrict entry, exit,
pricing, output, normal commercial practices and forms of business organisation be reviewed as a high
priority.  An important challenge relates to barriers to entry and competition in intra-LATA markets.
Some state regulators have continued the policy of encouraging intra-LATA prices above competitive
levels to limit local rate rebalancing.  By allowing intra-LATA toll prices to exceed competitive levels,
there is increased scope to maintain artificially low prices for the local services of some subscribers,
particularly in rural areas.  Historically, states have been able to resist pressures for local rate rebalancing
due to the overlap of federal and state jurisdiction.

130. Regulatory reform initiatives have clearly been more successful in markets under federal
jurisdiction.  In 1984, limits to federal regulatory reform initiatives reflected market realities in that intra-
LATA markets may have had natural monopoly characteristics.  Today, however, remaining natural
monopolies are much smaller, and therefore the introduction of competition into local and intra-LATA
markets is now feasible.

131. The 1996 Telecommunications Act provides for the pre-emption of state legislation that raises
barriers to entry.  While it is too early to assess the implementation of this provision, it is a positive step in
the right direction.  Promoting entry and competition in these markets will reduce intra-LATA prices
toward competitive levels and will promote efficient entry into local markets by significantly reducing the
scope to charge local rates to some customers that are below true economic cost.  However, additional
institutional steps may be necessary.  In other OECD countries such as Australia and Canada, the nation-
wide impact of regulatory reform initiatives have been enhanced by exclusive federal jurisdiction.
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• Promote economic efficiency by establishing a level playing field between Internet-based services and
other communications services by harmonising and, in the longer term, phasing out sector-specific
obligations.

132. Ministers have recommended that governments ensure that procedures for applying regulations
are transparent, non-discriminatory, contain an appeals process, and do not unduly delay business
decisions.  Current policy treats traditional voice telephony and voice telecommunications over the
Internet differently in regard to the important issue of interconnection pricing.  As Internet telephony
becomes a more significant medium for subscribers, it will become increasingly important to assure
symmetric regulatory treatment so that usage is not distorted by differential usage fees.

• Reduce barriers to entry by alternative communications networks by eliminating asymmetries in the
treatment of communications services.  In particular, the regulatory regime for broadcasting should
be reviewed, in the light of convergence, as soon as possible.

133. As noted above, Ministers have recommended that governments ensure that procedures for
applying regulations are transparent and non-discriminatory.  Future local competition will depend
importantly on the ability of alternative infrastructures to offer both voice telephony services and newly
developing information services.  However, as convergence brings the Telecommunications and
broadcasting industries closed together, fragmented regulation in these areas restricts companies and users
from taking advantage of the benefits of convergence.  In the United States, one significant asymmetry in
regulatory treatment is existing broadcasting licensing procedures designed to promote other public
interests.  Thus, to promote entry of new alternative networks that could provide voice telephony, non-
discriminatory and transparent regulation of entry into other communications services should be
advanced.
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