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I. Introduction
We are in the throes of a revolution. This statement is not intended to be melodramatic, but rather descriptive of the
breathtaking moment in which we in the communications field find ourselves. Indeed, it even may be an
understatement. Profound changes in communications will bring dramatic and fundamental changes to every aspect of
every person's life. These changes will transform how we communicate, to whom we communicate, and from where
we communicate. . And, in so doing, these changes will alter the very nature of human interaction.
Everyone has begun to see such changes. Congress heeded the warning signs, which rumbled like an approaching
storm, and tried to prepare for what would follow by passing the Telecommunications Act of 1996 (Act or 1996 Act). 1
The statute is bold in its aspirations—it seeks to change forever the legal and regulatory structure that governs the
communications industry as we now know it, change the fundamental economics that drive the industry's growth, and
spur technological innovation, all in a way that does not trample the American consumer. Thus the Act presents
momentous challenges for those of us charged with implementing its provisions and overseeing such dramatic change.
The 1996 Act is lengthy and complex. It will be difficult for us to implement fully and to give effect to the Act's some
750,000 words, and it will likely be quite some time before we realize fully the fruits of our efforts. Along the way,
there will be dark moments: doubts, recriminations, defections, and even failure. Yet, there will assuredly be successes
in the form of innovative breakthroughs, new choices, and new services. The critical point is that implementation will
require a long campaign, and we cannot be distracted by tiresome discussions about whether the Act is a success or
failure merely two years after its passage. 2 Revolutions rarely take place overnight. Policymakers' efforts to open
long-distance markets began over a decade ago. Yet notwithstanding the procompetitive benefits of this deregulation,
AT&T still serves at least half of all long-distance customers.3 The airline and rail industries have encountered their
own problems in the difficult, yet beneficial, process of deregulation.4 In asses-sing our progress in implementing the
Act, we must focus on what is working, and what is not, striving always to make sure that if we inadvertently take one
step backward in our efforts, we take at least two steps forward soon thereafter. By doing so, we will stay focused on
the ultimate objective and not get mired in short-sighted or irrelevant skirmishes along the way.
Communications policymakers must not be content to respond and react to the dynamic changes that are before us.
The rough surf of change would undoubtedly smash us against the rocks were we to do so. Instead, as in any

revolution, we must lead—boldly and decisively. While lawyers will debate the details of regulations,
economists the most efficient terms and conditions, and technologists the most advanced solutions for this new era,
communications policy leaders must concern themselves with the most profound change required by this revolution—
the change in culture and focus required of regulators, industry players, politicians, and consumers. We have spent the
better part of our careers and lives in the context of a highly regulatory paradigm, and it will require great effort and
courage for us to abandon this paradigm to navigate the swift current of change in communications that is being
unleashed by market forces and deregulation.
In this Essay, let me address how I believe we regulators should change. How do we transform ourselves from
managers of regulation to leaders of revolution? What principles should guide communications leaders? What should
communications leaders focus on? In offering answers to these questions, I will set out my own guiding principles for
leading in the communications revolution.
II. The Principles of Communications Leadership
To prevail in the communications revolution, those of us charged with leadership responsibilities must take to heart
several critical principles. First, we must be well-schooled in the fields of economics and competitive analysis, and be
truly committed to the belief that competition and markets will ultimately prove superior devices for managing change.
Second, we must be "technology wise," respecting at once the promise, practicalities, and uncontrollable development
of technology. Third, we must be decisive—driven by facts and ideas, not emotion or special interest politics. And, in
character, we must be humble enough to admit our errors quickly and courageous enough to change course when
events demand. Most importantly, we must, like the industries we regulate, be creative and innovative. Let me
elaborate on these principles.
A. Promote Competition
In the communications policy arena, deregulation and competition are quickly approaching motherhood and apple pie
as the things most deserving of our unfailing support. Yet, when we look carefully at "procompetitive" policies urged
from different quarters, we see that not everyone means the same thing. Policymakers and advocates continue to
advance rules that are derived from an unstated belief that regulators are better equipped to decide what is best for
consumers rather than consumers making their own choices in a competitive market. Dressing up such regulation in
"procompetitive" clothing does not eviscerate its flawed underlying premise.
I believe devoutly that this great communications revolution demands a much more committed and sincere faith in
consumers and free markets. Several factors compel this conclusion. First, if nothing else, I believe Congress
commanded in the 1996 Act that we move smartly from a regulatory model to a procompetitive, deregulatory
environment.5 Second, in my mind, world economic history tells us quite clearly that industrial greatness flows from
free and competitive markets. This is the most poignant lesson of the Cold War. Markets are far superior devices than
central planning models for controlling prices, spurring innovation, enhancing quality, and producing consumer choice.
Third, we must yield to competitive markets because the blistering pace of technological change will tolerate nothing
else. It is futile for bureaucratic regulatory agencies to attempt to keep pace with the demands of high technology
markets. We cannot possibly predict accurately the direction and impact of fast changing technology, nor are we able
to guess correctly whether or not consumers will embrace one technology or another. Yet, too many regulators mouth
the words of the procompetition catechism, while still attempting to "manage" competition and technological
evolution. As communications leaders, we must instead accept and be guided by a few truths about competition.
1. Competition Means Winners and Losers
It is axiomatic that in any competition someone must win and others must lose. In a truly competitive market, the
firms that win are, as a general matter, those that provide the greatest value to customers at the lowest cost. As
technology, consolidation, and other forces change firms' cost structures and as customer tastes (i.e., what they
consider valuable) evolve, it should not be surprising that firms that were once the winners sometimes begin to lose.
Losing is not inevitable; a firm may adapt to changing circumstances and thus prevent, or at least postpone, its own
demise. But in a competitive environment, the market ultimately punishes those firms that fail to provide value or

manage their costs, even if these firms are the richest and most established firms in the industry.
We must accept this fact and avoid the traditional tendency of regulators to protect firms or industry segments in
exchange for promised results for consumers. It simply is not possible to offer every firm a soft landing, yet those that
adapt and offer high value to consumers will undoubtedly survive. The paternalistic and protectionist instincts of
regulatory agencies are easily illustrated. For example, the FCC's "must-carry" and retransmission obligations were
imposed on cable system operators to minimize the threat of widely available cable service to the continued viability
of free, over-the-air broadcast television licensees. 6 Similar obligations have been considered for other fledgling
multichannel video providers out of concern about the impact on a few broadcasting firms.7 What one observes is that
regulated entities tend to favor competition to the extent that it allows them to enter new markets. But these same firms
are heard to scream foul when it comes to allowing other firms with newer, cheaper, and/or better products and
services into their markets. As has become the custom, these firms rush to Washington and to state capitals, demanding
that policymakers save them from competition. And, all too often, policymakers respond to the cries of these firms by
imposing this or that condition on their newer rivals, all in the name of promoting the public interest and preserving
the complaining firms' ability to compete.
One reason that policymakers find it difficult, even after setting appropriate ground rules, to allow the market to run its
course is, ironically, their fear of ceding control to the marketplace. The Act commands policymakers and industry to
move away from the monopoly-oriented, over-regulatory origins of communications policy and toward a world in
which the market, rather than bureaucracy, determines how communications resources should be utilized. Yet, so
often, we cannot actually bring ourselves to let go—to jump off our regulatory perch. It is true that risks await in free
markets: risk that the consumers will be harmed by anticompetitive conduct on the part of firms with market power;
risk that communications companies may be acquired, downsized, or driven out of business; and risk that some
individuals will not vie successfully for the many choice jobs that competition will create.
Though these fears are not inconsequential, they nearly always are overstated and tend to paralyze us from taking
action that would allow markets to flourish and competition to grow.8 Instead, we speculate about possible
anticompetitive effects and then adopt policies intended to protect new entrants and consumers from them. Rather than
protect these interests, however, we more often, in practical effect, handicap the market and postpone the arrival of
competition and consumer choice. Communications leaders must not give in to these fears so lightly, but instead must
have the courage to trust the market. Besides, if feared anticompetitive conduct actually occurs, it usually can be
adequately addressed by the antitrust authorities.
As communications policy leaders we must resist the understandable temptation to calm our fear of the risks inherent
in competitive markets by giving in to firms' demands to save them from competition. These firms ask us not to
promote competition, but rather protectionism. More specifically, by shielding mature industry participants from the
pressures of having to adapt to the presence of new entrants, we merely prevent these new entrants from offering
customers greater value at lower prices, while simultaneously rewarding incumbents for providing no new value to the
economy other than income for armies of lobbyists. Succumbing too often to pleas for relief from competition, or cries
for regulatory action to "level the playing field" between providers of old and new services, will short-circuit the
deregulatory process by which markets replace regulators as the ultimate allocators of resources within the industry.
Conversely, when we condemn incumbents to their existing lines of business and services we often stifle innovation by
sophisticated firms that may be uniquely positioned to provide significant benefits to consumers.
2. Understand Business, Economic, and Market Realities
In a competitive environment, decisions are made by business people and consumers. Thus, in order to promote
national policies in a free market system, regulators must understand fully business and economic realities. We must
take account of the variables that inform decisions by company executives—the returns on investment, the cost of
capital, the efficiencies and synergies of choices. Only by understanding these variables can we policy leaders make
thoughtful choices about how to satisfy national goals in a manner that is consistent with competition, rather than in a
manner that is at cross-purposes with it. Of growing significance is the degree to which our decisions affect the flow of
capital. If we are slow in our deliberations or ambiguous in our pronouncements, we will introduce uncertainty into the
marketplace and, consequently, expose those who invest the capital that drives the economic engine to additional,

unnecessary risk.
There is an equally important reason that policy leaders should understand the business perspective: if we do not, we
will find it difficult to distinguish between when the concerns of interested parties are substantial and genuine and
when these firms are acting like Chicken Little—crying unnecessarily that the sky is falling. To avoid this problem, we
absolutely must take the time to learn how business people see the market, why a company is or is not willing to invest
another dollar in a given initiative or market, and what barriers exist to entering new markets.
Understanding the business and economic realities of the communications market will allow policy leaders to
accomplish several things that I believe are critical to promoting competition:
Channeling Firms' Self Interest. There is an unfortunate tendency in the communications realm to rely on policies that
depend for their implementation upon a company or an industry acting against its own self-interest. 9 This reliance is
entirely misplaced. It is a first principle of micro-economics that any firm will act in its self-interest and seek to
maximize profits.10 Indeed, competitive markets depend on firms adhering to that principle. Communications leaders
must recognize this basic economic premise and craft policies that are consistent with it. That is, we must put aside the
traditional tendency to impose regulations that are at cross-purposes with businesses' profit-seeking incentives and
instead pursue our objectives in a way that will prompt firms to make decisions (in their self-interest) that ultimately
facilitate our public policy goals.
Addressing Social Policy Goals in Context. Markets and competition are primarily the domain of economics—not
social policy. That is not to say that we cannot pursue social good in a competitive market. It does mean, however, that
we must do so in a manner that is consistent with bedrock economic principles or we will be ignoring the realities of
the market. 11 Among other things, communications leaders should be highly skeptical of policies that appear to expect
(or coerce) altruism from profit-maximizing entities. Rather, to accomplish social good, we must find ways to
convince firms that being a good corporate citizen is good for business and offer firms economic incentives to reach
our social policy goals.
The Dangers of "Big Guy Myopia." Policymakers, especially those inside the Beltway, exhibit an unfortunate tendency
to lose sight of the efforts of smaller telecommunications companies to enter new markets. I refer to this tendency as
"big guy myopia."12 The value of our procompetitive policies cannot be measured solely according to whether the top
three interexchange carriers favor or flourish under them, just as we cannot measure such value based solely on the
experiences of the Bell Operating Companies. The same is true of all other sectors of the communications world. Often
the most creative energy in any emerging, innovative market comes from small- to medium-sized firms infected with
the American entrepreneurial spirit.13 In promoting competition we cannot focus narrowly on large firms that have
profited heavily from (and are thus somewhat invested in) the regulatory system. To do so is to risk making policies
based on the past rather than on the future.
By understanding the business and economic realities of the communications market, and using this knowledge to
channel firms' self-interest, address social policy goals in the broader competitive context, and avoid "big guy myopia,"
policy leaders stand a much greater chance of instituting procompetitive policies that are effective and that do not
distort or inadvertently forestall the development of competition.
B. Respect the Promise and Practicalities of Technology
The second bedrock principle of communications policy leadership is that we must respect the practicalities, promise,
and uncontrollable development of technology. The promise of technology is, in the long run, infinite. It is
unassailable that nearly every major development in the communications industry has come on the heels of a new
development or application of technology. MCI challenged AT&T's dominance in long-distance through creative use
of microwave technology. 14 Fiber optic cable revolutionized and spurred competition in long-distance and is doing the
same in local telephony and multichannel video markets. 15 Advances in cellular and PCS technology have rapidly
ushered in a new era of mobile communications.16 Satellite promises to do the same. Furthermore, even though many
thought it a physical impossibility just a number of years ago, digital

television promises to completely transform that industry and the viewing experiences of consumers. 17
The evolution of technology is awesome and inevitable. I often say that we must take account of the fact that at any
moment there is a kid in a basement or garage somewhere working on some new technology that will revolutionize our
understanding of what technology can and cannot do in the world of communications. We must keep that in mind and
make sure that we are not prevented from utilizing such breakthrough technology because we have committed
ourselves to something else, or conferred a competitive advantage to a specific type or use of technology. It is
foolhardy to try to pick technology winners or to try to anticipate consumer responses to such technology. 18 Markets
always have proven to be better than regulators at empowering consumers to bring technology and services to their
highest and best uses.
On the other hand, there are real practical limitations of technology. Some may remember the margarine commercial
that ran in the 1970s that said: "It's not nice to fool mother nature!" Well, in making policies in which technology is
involved, it is not nice (or ultimately possible) to cut against the limits of science and the constraints of time and
money. We must guard against what I call "techno-euphoria." That is, policy leaders must not be swept along by overblown promises that technology is the immediate panacea for all of our ills. Failure to respect the limitations of science
and technology leads to ineffective policies based on faulty assumptions and the risk that the weakness of such policies
may create problems for related policies. For example, as we all know, the confidence surrounding the belief that local
competition would arrive shortly after the Act was passed can be attributed, in part, to the faulty assumption that cable
companies need only flip a switch to become instant phone companies. 19 If policy leaders had fully understood the
limits of existing technology, they would have realized that cable telephony had real short-term limitations because of
the way cable networks were configured. Cable telephony was not going to happen overnight. 20
All this said, communications leaders must strive to be "technology-wise"—meaning that they should make a
concerted effort to study the details of networks and emerging technologies so as to make more informed policy
decisions. Such study should, to the extent possible, involve field trips to the facilities of those we regulate to see firsthand how things are working.
In addition, communications leaders must recognize that the availability of capital poses a real constraint on whether
and when new technology will provide alternative avenues for firms to enter new telecommunications markets. Thus,
in order to understand how policies may (or may not) encourage market entry, policy leaders must be sensitive to how
the capital markets are evaluating our efforts and the efforts of companies that might use market-opening
technology. 21
Finally, in order to capitalize on the promise of technology, we also must respect the need for speed. Communications
markets abhor uncertainty and demand timely responses. A decision by a firm or a regulator in these markets that is
right, but too late, might as well not have been made at all. Moore's law holds that the maximum processing power of
a microchip, at a given price, doubles roughly every eighteen months. 22 Policy leaders would be well-advised to adopt
the urgency that Moore's law suggests in formulating policies for fast-moving communications and high technology
markets.
C. Be Courageous and Decisive
The third principle that I believe should guide communications leaders in a dynamic, fast-moving communications
market is that such leaders should act courageously and decisively. These markets and the firms that are operating in
them are extremely impatient. Opportunity may knock more than once, but it may only stay for a brief second. Such an
environment demands that regulators issue clear and timely decisions. We no longer have the luxury we enjoyed with
regulated monopolies to spend years reaching a decision on a matter. The opportunity and the capital will not wait. To
be decisive will require courage, because there are always forces that have a vested interest in delay. There often are
also real political and litigation consequences to decisions. We cannot let such considerations bog us down or paralyze
us from getting decisions to market. Firms in these markets need answers; even unwelcome answers are better than
being left in limbo. As we were fond of saying when I was in the Army: "Right or wrong, do something. You can die
just standing still."

To be decisive, a communications leader must act on ideas, principles, and substance and not be buffeted by emotional
rhetoric or special interest concerns. Only in this way can we act quickly and unambiguously, for then we will have the
confidence that we have made the best decision we can, based on the facts and arguments
presented to us. Too often we address the concerns of groups that, with the best of intentions, have asked us to impose,
modify, eliminate, or even retain a particular policy simply because these groups would benefit from such action.
Representatives of these groups may pay lip service to our statutory obligations, the broader policy implications, and
the political and economic context. They may make poor judgments about what can realistically be accomplished in
the foreseeable future, or no judgments at all. If we allow the policy agenda to be driven by special interests, in the end
we will do no good. Policy leaders may be pleased when we establish some constituent's pet program, but if such
programs are not thoughtful and well-reasoned, they will not endure.
Policy leaders and those who lobby them must fight with ideas, rather than emotions. They must be creative and
resourceful. In the communications arena, there is an unfortunate tendency to become wedded to specific policy
proposals. We must, of course, have policy priorities and goals, but all too often, policymakers and advocates alike are
unwilling to consider new ways of achieving these goals—even after the efficacy of the established ways is
temporarily or permanently undermined by legal, economic, or technological developments. Advocates and policy
leaders at all levels must find the courage to step away from failed or seriously weakened policies and replace them
with new ones better suited to new circumstances.
As you may know, I have attempted to offer creative solutions to problems in my role as Commissioner. For example,
I offered my thoughts on reforming the process by which the FCC implements section 271 of the Act, under which
Bell Operating Companies may obtain authority to provide long-distance service within their operating regions after
satisfying section 271's "competitive checklist." In a White Paper I issued in January of this year, I offered my
thoughts on how to flesh out what I termed a "collaborative, multidimensional approach" to interpreting and applying
section 271.23 The goal of this approach is to resolve many checklist compliance issues for a given state well before an
application for that state is filed. I also have set out principles that I believe should govern our pursuit of the worthy
goal of promoting the involvement of minorities and women in communications. Specifically, I have urged advocates
and policymakers to (1) pursue race- and gender-neutral policies; (2) encourage private-sector initiatives; (3) jettison
the self-evident rationales of the past; (4) pursue economics-based initiatives; and (5) look for "win-win" policies.24
By sharing my thoughts on these and other subjects, I did not wish to suggest that my ideas should constitute the final
game plan with respect to these subjects. Rather, I have found that offering detailed thoughts on a subject is often the
most effective way to stir productive debate and, ultimately, work toward achievement of policy goals. I encourage
other policymakers and interested parties to do the same.
III. The Focus of Communications Leaders
In light of the above principles, where should communications leaders focus their energies in the coming years? I have
a few suggestions:
Innovation. A true communications policy leader will recognize that the only constant in the communications industry
is change. Innovation breeds new markets, and shatters the entrenched advantages of incumbency, as the recent history
of communications has shown.25 As such, policy leaders must, even as they strive to correct short-term problems,
work to avoid slowing the pace of innovation in technology and service offerings, and promote such activity as much
as possible. 26
Regulatory and Technical Convergence. Communications historically has been regulated (or not regulated) according
to the method of transmission: telephone companies are regulated under Title II of the Act, radio companies are
generally regulated under Title III, cable companies are regulated under Title VI, and so on. Such regulatory
balkanization was sustainable in the era before digitalization, when services offered via one method of transmission
could not, as a general matter, be offered via a second method of transmission in a manner that would lead customers
to view the two services as substitutes for each other. Policymakers, however, are fast approaching moments of truth
in which we will have to decide whether services similar to those traditionally offered over one medium should be
regulated in the same manner as new services offered over another medium—or whether new services should be

regulated at all. Should cable and Internet telephony be regulated in the same manner as traditional wireline telephony?
Should we allow traditional wireline telephone companies to take root in the rich soil of deregulation to grow new
innovative services as have Internet service providers? Should cable and direct broadcast satellite services
be regulated in the same manner? Why or why not? As technology erases the differences between these services,
communications policy leaders will need to reconcile conflicting regulatory approaches in a way that reinforces
forward-thinking, procompetitive approaches and discards outdated approaches.
Enforcement. Communications policy has historically emphasized prospective, prophylactic regulation, whereby
companies providing one type of service were regulated with respect to the way they provided that service and were
legally precluded from offering other types of services. This approach has tended to preserve the arbitrary regulatory
distinctions that technological innovation acts to eliminate. Antitrust law, however, illustrates an alternative approach
—one that emphasizes performance measurement and vigorous enforcement rather than prospective regulation.
Communications policy leaders should look to enforcement as a means to protect the public against certain identifiable
harms without hindering companies from improving their existing offerings and entering new markets that lie outside
their traditional regulatory boundaries.
Regulatory Efficiency. Regulators at the state and federal levels have come under increasing criticism because of the
glacial pace that often characterizes the regulatory process. All too often, companies find themselves begging
regulators to make a decision—any decision—in order to resolve uncertainty in the industry, even if that means
adoption of a policy that disfavors the companies begging for such action. These companies would rather cope with an
adverse result than watch their business plans deteriorate in the face of regulatory uncertainty. Communications policy
leaders must always strive to create new ways to develop and implement policies that will lead more quickly to wellreasoned results.
I firmly believe that by focusing on these areas, communications policy leaders will be able to sidestep the many "red
herring" debates that would keep them from devoting their full attention to the achievement of a fully competitive,
innovation-driven market in telecommunications.
IV. Conclusion
We all recognize that the development of the telecommunications industry will remain critical to our economy. I
believe that communications policy leaders should facilitate this development so as to (1) promote competition, (2)
respect the practicalities and promise of technology, and (3) focus on ideas, rather than emotion, as I have said here.
But policy leaders are not indispensable. I firmly believe that, even if policy leaders do nothing, competition and
technology will march on, though perhaps in inefficient ways. As technology evolves, even the most entrenched
monopolists will, in the long run, find themselves supplanted by newcomers who can build a better or cheaper
mousetrap. This does not mean that policy leaders should avoid the hard work of tearing down the market barriers that
law, economics, or history have erected, just that we should not delude ourselves that our actions are more important
than those of competitors in the marketplace.
As we policy leaders tackle the intellectually and psychologically draining task of facilitating telecommunications
reform, we need to muster the courage to yield our regulatory primacy to the market. I firmly believe that if we
accomplish this task, those who look back on our efforts years from now will be able to do so with admiration.
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