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106.
In Appendix B of TELUS' evidence, Professor Bernstein discusses specific guidelines on how to determine the offset under price cap regulation.  Provide Professor Bernstein's views on the key advantages and disadvantages of determining, in the case of a multi‑product firm, an offset based on a product-specific estimate of total factor productivity versus the marginal cost guideline approach described in his evidence.

ANSWER

This answer was provided by Dr. Jeffrey I. Bernstein.

Joint products and common costs generally preclude the measurement of product‑specific total factor productivity.  Since product-specific total factor productivity is not measurable, this concept cannot be used to determine an offset applicable to a subset of the services produced by a multi-product firm.  However, the marginal cost guideline to offset determination is applicable, and can be implemented when any number of services is subject to price cap regulation.  







