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transaction costs impact on pricing choice, 413-418
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constitutional limits on pricing network access
confiscatory rate-making,
determining just compensation, 221
determining market value under Takings Clause,
224-227
determining whether taking has occurred, 221
emergence of nonpossessory takings doctrine,
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Florida Power and physical takings vs. confiscatory
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219-220
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222-223
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incremental cost of product, 66
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stand-alone cost of product, 66
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cost-minimizing network design, 43—44
minimum spanning tree, 43, 43f, 44, 44f
spanning tree, 43, 43f, 44
tree graph, 43—44
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cost-of-service ratemaking, 128-129, 255, 293

Crandall, Robert W., 307n82

Crawford, Robert G., 147n32

critical mass, 122n1

customer premises equipment (CPE)
competition among producers, 132, 235
platform access and, 157-158, 271-272, 327
proprietary, 381
vertical exclusion of, 123

cycles, lack in tree graph, 43

dark fiber, 65, 80, 243
data networks, 15
DeBow, Michael, 226n44
dedicated Internet access (DIA), 155
demand creation, 393
demand diversion, 393
denial of service, to protect network performance,
363
department store, access to, 391-392
design of networks
retail access influence on, 162-163. See also design
of networks, optimal
design of networks, optimal, 41-50, 182
configuration choice, 41-42
cost-affecting factors, 42
configurations with economies of scale in links,
45-47
cost-minimizing design, 43—45
minimum spanning tree, 43, 43f, 44, 44f
spanning tree, 43, 43f, 44
tree graph, 43—44
max-flow/min-cut theorem and, 47, 48f, 48n6, 49f,
50, 363, 368
detariffing, 129-130
digital broadcast satellite (DBS), 195, 281, 349-350,
354, 388-389
digital loop carriers (DLCs), 339, 340f, 355
digital subscriber line access multiplexer (DSLAM),
339, 340f, 342
digital subscriber lines (DSL), 130, 339-343
unbundled network element (UNE), 341-342. See
also last-mile broadband regulation
digital technology, 137
vertical exclusion and, 247
direct costs, pricing, 205-207
effect of platform competition, 207
fair value principle, 205-206
historical cost, 206
replacement cost, 206
directed graph, 20-21
direct electric current, example of, 21, 22f
direct network externalities, 139
DirecTV, 388-389
discriminatory auctions, 94n10
diseconomies of scale, in switching, 242n11
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double marginalization, 146, 178, 291n26, 320
Drobak, John N., 219n17
dual federalism, 233n1
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219
dynamic efficiency, 148, 192, 296, 298
impeding, 193
network diversity effect on, 382-383, 390-393, 397
platform access effect on, 270, 328-329, 366

EarthLink, 393
Easterbrook, Frank H., 307
eBay, 400
econometric model, 61n13
economic cost, as second-best solution, 196
economic effects of access regulation
capacity and configuration effects, 159172
interconnection access, 168—169
platform access, 169-171
retail access, 160—163
unbundled access, 171, 171f, 172
wholesale access, 163-168
classifying access types, 153—159
interconnection access, mandated, 155-156
platform access, mandated, 156158
retail access, mandated, 153—154
unbundled access, mandated, 158—159
wholesale access, mandated, 154-155
markets effect on network design, 186187
regulatory arbitrage possibility, 184—185
transaction cost effects of access regulation, 173-184
interconnection access, 181
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unbundled access, 182—-184
wholesale access, 174—180
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product differentiation and, 387, 388f
economies of scope, 201-203
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regulatory policy and, 67-68
sources of, 66—68
economic theory, 205
efficient component pricing rule (ECPR), 198-200,
263-264, 370
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power grid failure, 6n2
priority pricing in, 93-94
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size of wholesale power grid, 15. See also electric
power transmission network
electric power transmission network
essential facilities doctrine and, 286-287
inputs of service in, 29
as interconnected,
measurement of services in, 51

output vs. content in, 28
physical takings vs. confiscatory ratemaking,
216-217
pole attachments, 197-198
electronic data interchange (EDI), 178-180, 184
e-mail, 379
end-to-end argument, 385, 385n18, 386, 401n45
energy industries, 15. See also electric power markets;
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enhanced service providers (ESPs), 154
enhanced services, 236
Epstein, Richard, 222n22
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essential facilities doctrine, 282
critique of, 288-308
institutional competence effect on, 305-308
investment incentives and, 297-298
origin of, 283-288
supracompetitive returns and, 296-297. See also
Trinko
ex ante regulation, 377, 397-399
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excess momentum, 138-139, 401
Expanded Interconnection proceedings, 240241,
280-281
Ex Parte United States, 308n84
expertise-driven public interest regulation, 403
ex post versions of network neutrality, 398-399
external access, 33-34

facilities-based network competition, 227
fair value principle, 205-206
Farrell, Joseph, 354
Faulhaber, Gerald R., 362n37
FCC. See Federal Communications Commission
FDC. See fully distributed cost
Federal Communications Commission (FCC), 14
on access requirements, 252—253
Advanced Services Order, 341
Advanced Services Second Report and Order, 358—359
on bill-and-keep, 265-266, 418
on broadband services as natural monopoly, 350
Cable Modem Declaratory Ruling and NPRM, 344,
359
on cable modem service, 338
on cable operator competition, 349—-350
Carterfone decision, 423
Comcast order, 375
on competitive access providers, 237-238
on complementary services, 269
Computer Inquiries (See Computer Inquiries)
continuing surveillance by, 235, 251
on customer premises equipment, 271-272
DSL and, 342-343
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on monopoly rents, 279n38, 280n38
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ONA, 134n19
on opportunity cost, 263
Part 68 Rules, 268, 423
on peering, 417-418
on platform access, 157-158, 328
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271-272
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requirements, 135n21
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240-241, 261-262, 263
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358-360
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flow graph, 21
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Fox, Eleanor, 312n93
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public goods and, 86
freight transportation system
measurement of services in, 51

quality of service in, 51
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Gabel, Richard, 248-249
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Gasmi, Farid, 5, 61n13
General Motors, vertical integration of, 147n32, 175
geodesic network structure, 26-27
Geradin, Damien, 312n93
Global System for Mobile Communication (GSM),
388
Goldsmith, Richard, 219n17
Google, 393
graph theory, 5-7
applied to game theory, 16-17
components in, 42
definition of network, 19, 44
Greene, Harold, 158
Greenhalgh, Peter R., 349n27
gross domestic product (GDP), distribution network
effect on, 14, 14t
group boycott, 395n38
GTE, 155, 268
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Hardin, Garrett, 149
Hastert, Dennis, 346
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Hazlett, Thomas W., 349n27
Henriet, Dominique, 5
high-capacity transmission lines
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historical cost
direct costs and, 206
market value under Takings Clause, 225-226
as second-best solution, 197
Hoar, George F, 284n5
Holmes, Oliver H., Jr., 212
home networking, 422-423
horizontal competition, 326
hot cuts, 243
Hotelling location model, 107
Hovenkamp, Herbert, 258-259, 286, 286n13, 286n15,
287, 297n47, 298n49, 306-307, 313-314, 320
hub-and-spoke contacts, 17, 18f
hub-and-spoke network, 24, 25f
Huber, Peter, 26-27
hybrid fiber-coaxial (HFC) architecture, 335

IBM, 35, 156-157, 393

income capitalization approach, 196, 224-225

incremental costs, 69—70
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Intercarrier Compensation NPRM, 362
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under antitrust law, 322-327
capacity and configuration effects, 168—169
economic effects of regulation on, 155-156
last-mile broadband, 360-362
last-mile providers, 266-268
local telephone network, 260-268, 277
regulation of, 30
transaction costs, 181
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intermediary, 17
backbone as, 411n4
role in reducing transaction costs, 17, 18f
internal access, 33
international trade, business/social networks role in,
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Internet
backbone providers, 409411
basic architecture of, 410f
bursty traffic on, 363-364
cable modem termination system, 410
complementary services, 112
flat-fee pricing, 407408
information storage using tree structure, 26
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measurement of services on, 50
middle-mile providers, 409-411
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physical network of, 15
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sources of congestion on, 409412
standardization and, 364
usage-sensitive pricing, 407. See also broadband
networks and Internet regulation
Internet Service Providers (ISPs), 15, 154, 344
multiple ISP access, 344—345
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long-haul communications transport facilities, 409n2

© Cambridge University Press

www.cambridge.org



http://www.cambridge.org/9780521673860
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-0-521-67386-0 - Networks in Telecommunications: Economics and Law

Daniel F. Spulber and Christopher S. Yoo
Index
More information

480

Loop Cos, 133, 159
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allocating multiproduct costs, 69-71
cost complementarities, 70
forward looking costs, 72
fully distributed cost, 71
incremental costs, 69—70
joint and common fixed cost, 70-71
long-run cost function, 72
long-run incremental cost, 74-75
long—run ys. short-run costs, 71-75
market prices, 71
modified cost function, 73-74
natural monopoly property, 70
short-run cost function, 72
short-run incremental cost, 75
standalone costs, 69
TELRIC system, 71
transaction costs, 182—-184
unbundled network element (UNE), 134-135
DSL and, 341-342
local loop as, 29
unconstrained revenue-maximizing price, 81, 81f
UNE. See unbundled network element
UNE-Platform (UNE-P), 239
usage-sensitive pricing, 412418
U.S. Department of Justice
natural monopoly rationale for cable mergers, 348
on network neutrality, 347
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