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Part I / Analytical

Framework



Policy making in the United States is more like a bar-
room brawl: Anybody can join in, the combatants fight
all comers and sometimes change sides, no referee is in
charge, and the fight lasts not for a fixed number of

rounds but indefinitely or until everybody drops from
exhaustion.

James Q. Wilson, Bureaucracy
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The process for making telecommunication policy in the United States
often appears chaotic and disorganized, with overlapping responsibility
and frequent conflicts among federal regulators, state regulators, ex-
ecutive branch leadership, congressional committees, and judges. Par-
ties disappointed by the policy choices in one forum frequently seek
redress in an alternative forum. Some decisions can only be made by
the concurrence of multiple independent agencies. For example, the
routine preparation of the U.S. position on issues before Intelsat is
done jointly by the Federal Communications Commission (FCC), the
State Department, and the Commerce Department. Other decisions
are issued independently by multiple agencies even though the impli-
cations may be contradictory. For example, AT&T and the Bell Op-
erating Companies are subject to the orders of the FCC, the state
regulatory commissions, and Judge Greene (the administrator of the
AT&T antitrust consent decree), with none of the three required to
coordinate their actions.

Observers of the telecommunication policy process have frequently
criticized this state of affairs and have called for greater centralization
of power and long-term planning of regulatory policy. Henry Geller
has provided a survey of past criticisms of the telecommunication pol-
icy process that includes the following:

[The FCC] has been found to have failed both to define its primary
objective intelligently and to make many policy determinations re-

quired for effective and expeditious administration. (1949, Hoover
Commission)
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The whole Government telecommunications structure is an uncoor-
dinated one and will be even less adequate in the future than it has
been in the past to meet the ever-growing complexities of telecom-
munications. A new agency is needed to give coherence to the struc-

ture. (1951, Communications Policy Board established by President
‘Truman)

[The FCC] has drifted, vacillated and stalled in almost every major
area. It seems incapable of policy planning, of disposing within a
reasonable period of time the business before it. (1960, Landis Re-
port for President-elect Kennedy)

[Telecommunication policy] has evolved as a patchwork of limited,
largely ad hoc responses to specific issues, rather than a cohesive
framework for planning. ... The patchwork nature of the present
structure is not conducive to optimum performance of the telecom-

munications activities and requirements of the Federal Government.
(1968, Rostow Commission)

Inherent deficiencies in the commission form of organization prevent
the commission from responding effectively to changes in industry
structure, technology, economic trends, and public needs. (1971, Ash
Council)

Geller then added his own voice to the many past calls for reform and
centralization of authority:

The authority bestowed upon diverse executive departments and
agencies is fragmented and has led to jurisdictional battles, delays,
and confusion. The lack of focused responsibility becomes particu-
larly acute in light of the independence of the Federal Communica-
tions Commission. This flawed policy process is especially egregious
in view of the great importance of telecommunications in the infor-
mation age and the difficult policy issues now confronting the United
States, particularly in the international trade arena.’

A major Department of Commerce study of telecommunications
issues in 1988 repeated many of the old concerns with decentralized
decision making:

So long as ultimate responsibility for most communications and
information policy is fragmented among a multitude of agencies, and
between domestic and international policymaking, then short-term,

makeshift solutions will too often emerge as a hastily-coordinated,
lowest common denominator. . . .
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In the final analysis the problem is that for most issues there is, at
times, no one in charge, and the buck does not stop anywhere.”

As Wilson’s analogy between the U.S. policy process and a barroom
brawl suggests, the chaotic process of developing telecommunication
policy is not unique to that industry. Much of the routine development
of U.S. policy in many different areas is done through agencies with
vague mandates and overlapping responsibilities. Statutes frequently
contain general language that must be clarified through regulations
and administrative practice. Those who are dissatisfied with the re-
sponse of one agency to their concerns generally have alternative places
to seek redress, through either a formal appeal process or another
agency with potential jurisdiction over the issue.

Positive Results of the Decentralized Process

While the decentralized telecommunication policy process in the
United States has often been criticized, the results of that process have
been better than the results of the centralized process in many other
countries. Until recently, the most common telecommunication struc-
ture outside of the United States has been a single government min-
istry which was responsible for telecommunication policy and the
operation of the government-owned telephone network. Yet those cen-
tralized structures have tended to show even less ability to adapt to
rapidly changing technological opportunities in telecommunication
than the U.S. process. Many countries have carefully examined U.S.
telecommunication policy over the past twenty years and introduced
elements of it into their own policies in order to reform rigid and
dystunctional hierarchical structures.

U.S. telecommunication policy has evolved gradually over a long
period of time, resulting in a cumulative major transformation. Al-
though many policy makers have been dissatisfied with the state of
telecommunication policy at any one time, there has never been a
consensus on what changes were needed. The telecommunication pol-
icy process can be clearly distinguished from the airline policy process,
in which a single drastic change was made in the late 1970s (from
traditional regulation to deregulation) through a new law supported by
the Carter administration, the Civil Aeronautics Board, and congres-
sional leaders.” In contrast, telecommunication policy is still tied to the
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Communications Act of 1934 despite repeated congressional efforts to
create a new statutory framework. Even though Congress has been
unable to update the basic law, the Federal Communications Com-
mission, state regulatory agencies, the Department of Justice, and fed-
eral judges have all taken actions that have gradually moved policy
from traditional public utility regulation of a monopoly to substantial
reliance on market forces and encouragement of new competition. The
policy that has resulted from the independent actions of several dif-
ferent power centers does not conform to the prescriptions of any
single theoretical perspective, but it does incorporate elements from a
wide range of political views and include adjustments for changing
technological opportunities.

Potential Benefits of a Decentralized Policy Process

A centralized telecommunication policy agency would exert a great
deal of power, including the power to confer or withhold vast amounts
of money to individuals and organizations that seek licenses, permis-
sions, or protections. American political culture is unwilling to trust
such a degree of power to particular individuals without many oppor-
tunities for review and reconsideration of their decisions. James Q.
Wilson notes that Americans are generally willing to accept reduced

efficiency in government in exchange for protection against abuse of
power:

Inefficiency is not the only bureaucratic problem nor is it even the
most important. A perfectly efficient agency could be a monstrous
one, swiftly denying us our liberties, economically inflicting injus-
tices, and competently expropriating our wealth. People complain
about bureaucracy as often because it is unfair or unreasonable as
because it is slow or cumbersome. . . .

The checks and balances of the American constitutional sys-
tem reflect our desire to reduce the arbitrariness of official rule.
That desire 1s based squarely on the premise that inefficiency is a
small price to pay for freedom and responsiveness. Congressional
oversight, judicial review, interest-group participation, media in-
vestigations, and formalized procedures all are intended to check
administrative discretion.”

During the economic crisis of the 1930s, there was widespread belief
that drastic government intervention in the economy was necessary,
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and consequently an effort was made to create agencies that combined
executive, legislative, and judicial functions within a single organiza-
tion. As confidence in market processes revived, the traditional con-
cerns with limiting abuse of power caused the development of many
restrictions on the activities of regulatory agencies. However, potential
abuse of power is not the only problem with concentrating the power
to make policy. A properly functioning policy process must be able to
cope with four different problems:

1. Controlling power to be certain it is used only in the public interest,
given the limited number of saints available for government service
(opportunism).

2. Defining the public interest on issues for which any decision helps
some people and hurts others and for which there are differing po-
litical views among those who are not personally affected by the issue
(differing political values).

3. Providing adequate information to make rational decisions when
critically important information is either missing altogether or con-
trolled by individuals or firms that have an incentive to misrepresent
it (unavailable information or asymmetric information).

4. Guarding against errors caused by the policy maker’s lack of exper-
tise or inability to fully utilize the available information to devise
policies that accomplish given policy goals (bounded rationality).

Formal models have been developed to illuminate methods of cop-
ing with various subsets of the four problems. For example, the large
literature on information economics is concerned with methods of
coping with opportunism and asymmetric information (problems 1
and 3) while assuming a single principal and unbounded rationality
(assuming away problems 2 and 4). There are no formal models of
optimal processes that cope with all four problems simultaneously.

The perspective of this book is that existing government institutions
have evolved over time to cope with observed conditions, including all
four of the problems listed above. It is a similar perspective to that
taken by Alfred Chandler in his famous study of the development of
American business structures. Chandler explained the development of
new corporate structures as efforts to manage the increasing complex-
ity of large corporations as they expanded into diversified integrated
companies.” He made no attempt to prove that the observed structures
were optimal, but showed the relationship between the problems faced
by the business leaders and the organizational solutions they developed



