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Example of a local rate structure — Kentucky
Rate group  Maximum lines Residential Business Average cost
1995 2000 1995 2000 1998
1 13.800 $11.17 $12.17 §28.10 $32.00 $50.56
2 25,100 §12.02 §13.02 $30.96 $32.90 $39.30
3 45,500 $12.69 $13.69 §33.35 $32.90 §32.76
4 200,800 S13.34 S14.34 §35.81 §32.90 §32.40
5 1,191,800 S16.55 $17.55 $43.19 §32.90 §22.55

AH: Wimmer and Rosston(2005)
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Journal of Regulation Studies Vol.15 No.1 June 2006

Pricing and Competition Policy for Wireline Telephony

Insuk Cheong

We evaluate the current rate system of Korean wireline telephony, and propose
relevant remedies for more efficient and competitive market. Despite its importance in
telecommunications market, wireline telephony and especially its rate system have been
largely neglected by policy makers. Price-cost disparity in local telephony distorts
investment incentives, spreads inefficiencies to other market segments through undesirable
cross subsidy and weakens competition. We propose as specific policy goals rate
rabalancing in local and long-distance telephony, separation of business and residential
rates, lower rate sensitivity to distance, intensified measures to encourage local

competition,

Key words: fixed telephony, rate regulation, rate rebalancing, cross subsidy



