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Information requested by 

Aliant Telecom Inc., Bell Canada, MTS Communications Inc., 

and Saskatchewan Telecommunications 

(The Companies)

______________________________________________________________________________

Q.
At paragraph 3‑24 of its submission, AT&T states:  "[a] variety of factors explain aggregate TFP growth on a year‑over‑year basis."

a)
List the factors referred to in this statement.

b)
Given these factors, comment on whether short‑term changes in productivity are meaningful as a basis for predicting future productivity gains.
A.
a)
Factors affecting year-over-year as well as longer term TFP growth include output growth, economies of scale, economies of scope, technological change, product and service innovations, cost control programs and changes in relative output and input prices.  In addition, in the case of the ILECs, changes in the regulatory regimes, such as a shift from rate‑of‑return to pure price caps, can be expected to have a significant impact on productivity performance.  In this respect, the extent of any built up inefficiencies under the former regulatory regime would also affect the rate of growth in productivity under the new regime. 


b)
Short-term changes in TFP can be very meaningful in terms of predicting future productivity growth especially when the changes are largely explained by technological developments and/or fundamental structural changes in the nature of the efficiency incentives facing the firm, as in the case of a shift from rate of return regulation to price cap regulation.  Indeed, the evidence of Trevor Roycroft on behalf of ARC et al provides statistical evidence demonstrating that price cap regulation has had a significant positive impact on telco productivity, consistent with the recent trends in productivity growth achieved by the ILECs.
