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Dear Ms. Allen:
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Thank you for your assistance in arranging a meeting for PCS Action, Inc. to
present a seminar to Commissioners Ness and Chong. Donna Stapleton has just called to
schedule the meeting for Tuesday, May 31st at 10:45 a.m. Accompanying me will be Jeff
Rosenblatt of Comsearch, Mark Roberts of Alex. Brown & Sons, and several other PCS
Action, Inc. members.

Attached is PCS Action, Inc. membership roster and other relevant material. PCS
Action, Inc. is a group ofpotential PCS license holders who are interested in a rapid and
competitive rollout of PCS.

I look forward to meeting you on Tuesday.

Si er ly,

~dL.pesser
Counsel for PCS Action, Inc.
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PCS Action's Position OD RecoDsideration of Docket No. 90-314

PCS Action urges the Commission to retain the key elements of its PCS Second Report
and Order, including the designation of two 30 MHz licenses in Major Trading Areas (IMTAs").
The allocation of adequate spectrum to independent PCS licensees is crucial to providing
effective competition to existing wireless and wireline providers.

The Commission, as it has done, must establish a PCS licensing scheme that is workable
from the outset. The practicality and market viability of the Commission's licensing scheme
cannot depend on a slow and inefficient aftermarket of gradual aggregation.

The amount of spectrum allocated to each PCS license block will critically affect both the
timing of PCS deployment and the viability of PCS as an industry. Without adequate spectrum,
delays in clearing spectrum would keep PCS from being launched until the end of the decade.
By then, PCS could find itself chasing a market that existing service providers will have
consolidated within existing monopolies and duopolies. The window of competitive opportunity
would close, and the loser would be the American public with less competition, fewer jobs, and a
small vision of PCS.

Recognizing this, NTIA recommended allocation of 30 MHz blocks, and the Commission
has decided to issue two 30 MHz PCS licenses in MTA service areas. This will create greater
certainty that an economically viable system will be created.

Frequency parity with incumbent wireless telecommunications providers also is essential
if new PCS entrants are to provide effective competition. In-region cellular interests are entering
the PCS era with 25 MHz of spectrum clear of microwave incumbents and will have the ability
to bid for an additional 10 MHz ofPCS spectrum in their cellular markets. Under the
Commission plan, this will give cellular incumbents a total of 35 MHz. Independent PCS
licensees would have just 30 MHz of spectrum encumbered by existing users, which is the
minimum amount of spectrum needed to establish frequency parity.

To provide all potential licensees with 20 MHz of spectrum would result in the in-region
cellular incumbents having a total of 45 MHz of spectrum. Independent licensees would be left
with only 20 MHz. This disparity would jeopardize the rollout of PCS and crush the potential
for new competition.



PCS must be licensed in blocks of 30 MHz or greater for the following reasons:

• Core markets are effectively blocked by existing microwave users (two way, 10
MHz each way), making service fatally defective in allocations of less than 30
MHz until all relocations have been accomplished.

• Incumbents have an absolute right to stay for three years (five years in the case of
public safety, which constitutes 20 to 25 percent of all incumbents). Relocations
will be time-consuming and difficult; five relocations per year per PCS licensee is
the maximum that can be expected.

• Therefore, rolling out a competitive PCS service, even with an extremely
aggressive relocation process, will require at least 30 MHz. The FCC has
estimated that $5 billion annually would be saved by consumers if cellular had
effective competition.

• PCS also will never have the capacity to compete with local exchange carriers
unless it has at least 30 MHz per licensee. Mercury One-2-0ne, which is
attempting local loop competition in London, is at capacity in residential areas
with 30 MHz of~ spectrum after only months of operation just because of the
capacity needed for residential voice traffic.

• Equipment manufacturers support the need for licenses of at least 30 MHz.

• A licensing scheme predicated on the aggregation of 20 MHz splinters would
delay and obstruct the creation of a viable independent PCS industry. It also
would significantly reduce PCS auction revenues to the federal government. The
FCC has an obligation to issue viable licenses in the first instance.

The FCC's allocation plan in the Second Report and Order has the dual virtue of
competition and of workability at the outset. It results not in the beginning of deployable PCS
systems, which must be completed through accumulation of "building blocks," but rather in
readily deployable and competitive PCS systems. It should be maintained.
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September 8, 1993

A VISIOI or THE FUTURE

The FCC faces a choice in the creation of new personal
communications services (·PCS·), This is a choice of visions.
Will PCS fulfill the vision of new wireless networks as an
integral part of the new national infrastructure or will it be
a little frosting on the cake of existing mobile voice
services?

The members of PCS Action -- telecommunications
equipment manufacturers, entrepreneurs, multi-media companies,
an interexchange carrier and a cellular service provider -­
believe the choice is clear:

An expansive vision of PCS will best serve the public
interest and the dynamic needs of American
telecommunications in the 21st century at a low cost
by providing high-quality digital wireless
communications to a mass market (60 million Americans
within the next ten years).

The needs of American telecommunications in the 21st
century are best served by a PCS industry capable of providing
not only wireless and portable voice communications but
increasingly sophisticated (though still inexpensive enough for
a mass market) data and video transmission services as well.

This expansive vision requires a system of
high-capacity, wide-area wireless networks: a system of 40 MHZ
licenses in large license areas.

Such a system would introduce vigorous competition
into the wireless telecommunications market, saving the
consumer billions of dollars and encouraging the service
innovations that will keep the United States in the forefront
of this burgeoning global industry.

Make no mistake: those who say they share this
vision, but then demand limited band width and many small
licenses, are either being short-sighted or disingenuous.

This has been the position of the Cellular
Telecommunications Industry Association (·CTIA·). They have



two goals: one is to obtain additional spectrum for themselves
and the second is to limit the creation of wireless services
that will compete with them in a meaningful way. Nine cellular
companies control 90 percent of today's cellular subscribers in
the united states in large regional areas with license
allocations of 25 MHz of clear spectrum.

It is not surprising, therefore, that the CTIA not
only wants its members to get a total of 45 MHz but is
promoting that the new competitors have only 20 MHz of
cluttered spectrum broken down into 734 MSAs and RSAs and that
there be so many of these fractionalized licenses in each
market that none will be well financed. The consistent theme
throughout their recently submitted "white'papers· is to limit
and fractionalize the emergence of competitors to these
services. In our view, their statements have contained many
misstatements and exaggerations.

The promise of new technologies has been realized by
some in our society, but not by all. Cellular services are
used by approximately 12 million Americans. The cost of
cellular services remains outside of the grasp of most
Americans today even as cellular provides the promise of
digital communications tomorrow.

The vision of PCS shared by PCS Action members
includes small, low-power telephones and data devices that can
be shared by millions of individuals in a market with little
capacity limitation. They will, therefore, be available to the
mass market at mass market prices. This means 60 to 70 million
PCS customers. Cellular prices, too, will come down as a
result of competition.

This vision includes making routine the ability to
perform any communications task at the time and place of one's
choosing. It includes, for example, a portable newspaper with
voice and video built in. A person in an office, in a car, in
a train, in a house, or on a boat could, through the use of a
portable device, call up a favorite newspaper, magazine, or new
form of data service. The information would be current as of
the time of the use, not as of when the newspaper went to
press.

The choices faced by the Commission entail risks. On
the one hand, the risk is that the Commission may grant more
spectrum to PCS providers than they may Ultimately need. We
believe that this will not be the case and have demonstrated
that even after microwave congestion is eased, 40 MHz will be
necessary to enable PCS both to provide new data and imaging
services and to compete with the local loop.
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On the other hand, the risk of granting too little
spectrum is that PCS will be stopped before it can even start.
Too little spectrum will mean too little investment, too much
interference with existing microwave users, too little channel
capacity to accommodate a mass market, and too little band
width to make possible the wireless data and video transmission
services that are part of the PCS promise. Again the choice is
clear.

The amount of spectrum allocated to PCS will
critically affect the timing of PCS deploYment, which in turn
will determine the viability of PCS as an industry. Delays in
clearing spectrum due to a limited spectrum allocation will
keep PCS from launching until the end of the decade. By then,
PCS may find itself chasing a market that the current cellular
duopolists will have captured. The loser here would be the
American public with less competition, fewer new jobs, and a
small vision of PCS. The choice is clear: to create PCS as a
big vision.

Forty MHz Per License

Of all the issues facing the Commission as it
authorizes personal communications services, the most crucial
are the size of the spectrum allocation to be authorized for
PCS licensees and the size of the market areas.

The amount of spectrum PCS licensees will be permitted
to utilize will determine the number of Americans who can be
served by PCS and the cost of that service, the speed with
which PCS will be deployed, the voice quality PCS will be able
to attain, whether highly demanded PCS data transmission will
be feasible, and whether PCS will be a viable competitor to
cellular telephony and, ultimately, the local exchange -- in
short, whether PCS will succeed or fail.

The members of PCS Action believe strongly that an
allocation of 40 MHz per PCS licensee is necessary. An
allocation of 40 MHz per licensee is not excessive or
extravagant; it is simply the allocation that the science
underlying PCS demands. Many of the major manufacturers that
will design and build PCS equipment agree that a 40 MHz
assignment per licensee is imperative to permit PCS to be
implemented quickly and efficiently in the United States,
particularly given the Commission's Emerging Technology
decisions grandfathering incumbent public safety microwave
systems. This allocation is consistent with the vision
American consumers hold for PCS, as well as with PCS
assignments by our international competitors, which are moving
ahead to implement PCS this year with allocations of clear
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spectrum that are effectively larger than any option being
considered by the Commission.

CTIA has taken particular aim at this issue, and has
sought to attack the foundation of the 40 MHz argument and has
asserted that 20 MHz is sufficient. They in particular accuse
PCS Action of manipulating a study done by COMSEARCH. They
base their attack on subsequent studies completed by COMSEARCH
for Bell Atlantic and GTE. Attached to this paper is a
detailed refutation of CTIA's attack of the April COMSEARCH
study. The studies are totally consistent and indicate that 20
MHz licenses would significantly delay the introduction of PCS
services. Moreover, the studies indicate that PCS will be
implemented more rapidly and effectively with 40 MHz licenses.

Again, it is not surprising that CTIA is seeking 20
MHz for each license. That will result in 45 MHz for them if
they obtain licenses and, for everyone else, 20 MHz of
cluttered spectrum that will never be totally clear given the
presence of public service users.

Size of License Area and Number of Licenses Issued

The size of the license area and the number of
licenses assigned in each license area are additional important
issues. Licenses should be assigned on the basis of large
areas; MSAs, RSAs, and BTAs are far too small. It would be
counterproductive to build a national infrastructure from many
small license areas that are simply traded in a private auction
after the public auction has taken place.

This was the case with cellular where 734 licenses
were issued. Nine companies now control more than 90 percent
of today's cellular subscribers in the United States. This
consolidation was done in post-license acquisitions. The same
thing might happen in PCS if too many small licenses are
awarded. But, even if PCS can overcome obstacles never faced
by cellular -- that is, consolidating while competing against
entrenched wireless providers already in place -- this method
of achieving large service areas is terribly inefficient and
results in speculators pocketing sums lost forever to the
federal treasury.

PCS can succeed only if it is able to realize the
economies of scale that have proven necessary in the existing
wireless industries. As the annual reports of various cellular
providers show, wider area systems cost less to operate. The
key to operating economies is a large service area.

Moreover, today's consumer expects wireless services
to be completely mobile. Consumer demand has led cellular
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evolution to wider geographic coverage with increasing ~ovement

toward the development of seamless nationwide roaming
capabilities. Major providers of, wireless services recognize
that the geographic scope of their service must keep pace with
consumer expectations. For example, in disclosing last month
the nation's fifth largest merger ever, AT&T and McCaw
announced their goal of nationwide wireless service.

Thus, large geographic areas for PCS are competitively
essential. PCS cannot provide the effective price and service
competition to existing mobile service providers if PCS is
marginalized in small, ineffective licensing areas.

Moreover, each PCS market should be served by two, or
at most three, PCS licensees. PCS will be launched in a market
already dominated by wireline and cellular telephone services.
Balkanizing PCS by issuing too many licenses would keep any PCS
licensee from competing effectively. Too many licenses would
consign our new industry to the margins of the marketplace.
The very first page of CTIA's fourth so-called ·white paper·
illustrates the marginalization that would occur and the weak
competition to entrenched service providers that would result
from too many PCS licenses.

The issuance of too many PCS licenses will also slow
service to the public. As the number of PCS providers grows,
unit costs to the providers rise, or service quality declines,
or both. As a consequence, licensees will conclude that their
potential offering is not a viable business and will either
withdraw from the market or seek to consolidate efforts with
other licensees. The net effect is to delay entry and service
to the public.

PCS License Eligibility

The rapid deployment of new technologies and the
development of a new telecommunications infrastructure are
critical national goals. PCS is an important element of both
goals and could add significantly to the level of competition
in less-than-fully-competitive telecommunications services
markets, thereby benefitting the public. In particular, PCS
could provide LEC-equivalent wireless local loop services and
services competitive with the services currently provided by
cellular. The encouragement of competition is a long-standing
Commission goal.

Simply stated, existing cellular service providers do
not have any incentive to fully develop services that will
compete with the services they already provide. PCS Action
believes that the Commission should adopt rules prohibiting
potential PCS competitors from being eligible to hold a PCS
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license in the markets where they provide and dominate .
competing services.

PCS Action believes that the FCC must take steps to
ensure that PCS is a competitive service providing diversity in
wireless communications. Because competition is nullified when
an entity is pitted against itself, PCS Action believes that
cellular incumbents and their affiliates should be free to
apply for PCS licenses anywhere in the country except in their
home region. A cellular incumbent or its affiliate should be
able to apply for a PCS license~ if the applicant serves
less than 20 percent of the population to be served by the PCS
license.

PCS Action's position on cellular eligibility echoes
the recommendations of key federal agencies, which uniformly
favor prohibiting cellular companies from bidding on PCS
licenses covering their own service areas:

National Telecommunications and Information
Administration:

-[W]e recommend that the Commission promote
competition among PCS and cellular providers by
initially prohibiting the acquisition of PCS
licenses by cellular providers in their own
service areas . . .. [T]he Commission should
review this limitation, in light of subsequent
market developments, three years after initially
assigning PCS licenses.-~I

u.s. Department of Justice:

-[T]he FCC should not at this time permit any
firm to control both a cellular and a pes license
in the same geographic area. That restriction,
which should be reexamined in a definite time
period (~, four years), we believe, should
apply equally to both wireline and non-wireline
cellular licensees.·~1

II Comments of the National Telecommunications and
Information Administration at 27, FCC GEN Dkt. No. 90-314 & ET
Dkt. No. 92-100 (Nov. 9, 1992).

ZI Oomments of the U.S. Department of Justice at 29-30, FCC
GEN Dkt. No. 90-314 & ET Dkt. No. 92-100 (Nov. 9, 1992).
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U.S. General Accounting Office:

"In allocating the spectrum and granting licenses
for the new personal communications services, the
FCC should consider establishing a policy that
gives first preference to firms that are not
current cellular telephone service providers in a
given market area ... . "11

The benefits that could be brought to PCS by
experienced cellular service providers, moreover, would not be
lost by adoption of this proposal. A cellular licensee and its
affiliates barred from becoming a PCS licensee in one market
would be eligible in other markets where it did not have an
overwhelming presence. An out-of-region cellular licensee
would have a greatly diminished incentive and opportunity to
conduct its PCS operations in an anti-competitive manner, and
therefore, should not be barred from participation under all
circumstances.

Conclusion
~.

The vision of a new competitive voice and data network
requires the allocation of 40 MHz of spectrum for large market
areas. The primary opposition to this proposal has been from
various entrenched incumbents seeking to protect themselves
from effective competition.

The public interest here dictates the creation of
rules that will foster the vision of PCS as a large scale voice
and data service available to a mass market. There must be 40
MHz licenses in large service areas to realize this vision.

1/ U.S. General Accounting Office, "Telecommunications:
Concerns About Competition in the Cellular Telephone Service
Industry" at 42 (GAO/RCED-92-220 July 1992).
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)
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COMMEND or res ACDON,INC,I

I.trpdwcdM u d ••"0'

PeS Action, Inc. ("PeS Action") bas long believed that, generally, the Commission's

allocation plan in the PeS Second Report wi Order has the best prospect of fostering

competition and creating a workable plan at the outset. Throughout the proceedings on the

reconsideration ofthe Commission's PeS Secppd Report and Qrdcr, PeS Action bas asserted

that the allocation of spectrum for new PeS services must be accomplished in a way that ensures

rapid rollout IDd new entrant viability, which will engender effective competition to existing

wireless and wireline providers. The record developed by the Commission's PCS Tuk Force at

last week's two-day panel discussion clearly supports PCS Action's views. Moreover, appuendy

recognizing the impact caused to the demand for all wireless services should PeS licensing be

delayed further, the cellular industry's chief spokesperson stated lat week that the industry

would now support a Commission decision to fbrgo major reconsideration - "we also want to

get on with it [i.e., the licensing ofPCS]."2

'"A list of PCS Action members is aUlCbed.

2 Cqgmunjgtjm. Qeibt. April 12, 1994, It 2, q.-a 'I1lomu Wheeler, Praideat, cell_
TelecommUDiatioas IDdusIry AsIocildon. The lime~ to ftaaIiD 1be rep1Itury procell quickly CID be ben
from tile PCIA. S. WriUeD TesdmoDy ofPenoaaI CommuaiCltioas IDduIry AIIocildoD to tile FCC PIIleI
DiscussioD at 2 (April 11, 1994) ("PCIA Testimoay") (''Now it is time to move forwud").



PCS Action, Inc. hereby submits its comments on how the record develC?ped by the

Commission's PCS Task Force at the two-day panel discussion clearly supports PCS Action's

views on reconsideration.

I. pes Cu BriIIl Effective Co_peddoa to tbe Wireleu Market

The panelists, including all the economists representing a variety of interests, were

virtually unanimous in viewing PCS as a major entrant into the market for mobile wireless

communication services, not merely as a cluster ofservices to be offered using the newly

licensed spectrum.3 These competitive services include cellular, ESMR, and pes." Defining

PCS as part ofthe wireless market, rather than a separate market, requires the Commission to

give PCS a fair opportunity to develop as a strong competitive alternative to other wireless

services, rather than as a "highly fragmented marketplace with multiple [PCS] licensees."' Tbe

call for "frequency parity" must be viewed in the context ofa single wireless market. In that

3 s.. e.g., Oral Statem.eat oflbomM A. Stroup. PresidlDt, Pmoaal CommUDicaticm InduIIry AsIociIdoa
to the FCC PIIleI DiIcusaioD, tnIIIcript It20 IDd II (April II , 1994) ("PCIA S1Inm.r'); Oral S1Ifemeat ofMart
LoweIIItein, Director. tile Yankee Group to the FCC Plllel DtJa.ioa, n.aipt It 35 (April II, 19M) ("Y....
Group S1IbIDeDt"); Oral s.....ofS1IDJey M. se-, ChlrlelIUver AsIociIIlII co 1be FCC PIDe1 DiIcuIIiaa,
tr'IaIc:ript It 140 (April II. 19M) ("CbIrles River Statemeat"); Oral S1UaIIIt oflerry Htu••, MJlcDoaid
Profeslor ofEcoaomica, MtiIIchueallDJCiCute ofTedIDololY. DepaIUNdt ofEcaaamict CO the FCC Plllel
DiscusaiOll, CrIIDICript It IS' (April II, 1994)("MIT StICtdIeat"); Oral s......-.tofElJioUHai...... Vice
PrelideDtlDdDirecW, MTA-£MCI. to die FCC PmeI DiIcuIIioa, cr-criptat46-47 (Aprilli. 19M)("BMC1
Stmmeat"); Oral SCIfImtllt ofMlrk A. RobertI, C.P.A.• Alex, Brvwa et Salllto die FCC PIaII DiIc:I'.iaa.
tnuIICripC at 2....249.2'2 (April II, 19M) ("Alex, Brown St. dNlit"); Oral sa....ofPlu! RJMnan, A1UIace
CapitII Maupmeat, L.P. to tile FCC PIIleI DiJc:uuion, Ir'IDIC:ripC It239 (Aprill J. J994) ("Alli8:e Stlltmeat");
Oral SbiteIDeIlt ofAlex D. Felker. Vice Pnlsideat, Tec:1moJoIy. Time W...TeIecommUDicalions to the FCC
PIIleI Dilcullioa, tnDIC:ript. 14 (April 12, 1994)("Time WII'MI'SCItemeIlt").

4 Funber, some pIIl8li1ta poIited tbat eveDtua1ly Ibis compedtive winlealDllbt would also compete
apiDJt dle local excbIDge cmien. S. Alex, Brown Slatement, 1nIJICIipI1t2'2·2'3 (pcs CIa ofJir acompetitive
altenWive to die local loop); On! Stltement ofDlvid Kerr, Seaior 1DcIuIary ADaIyst, BIS StrIIe&ic Deciaioaa to the
FCC PInel DiscussioD, trIIIIa'ip. $9 (Aprilll, 1994) (ltBIS S1IreIna") (DeIIIIad studies jndic* tbat
coasumen waDt wirelela POll); On! sc.meat ofNaacy PerelllUD, MIIIIIinI Director. Sa10maIl BrodMn CO
the FCC Plllel DiSC1lSliOD,~ at 245 (April 11, 1994) ("Salomoa Brotbtn StatemllltltHPCS bas a broIMIer
role in telecommUDieatiODS tbID just me wireless market).

S Written Testimony ofBIS SUatqi.c Decisions CO the FCC PlIlel Dilc:uaioD 113 (April 11, 19M) ("BIS
Testimony"). S. alJo Written Testimony ofHltfield Associates, Inc. to the FCC Panel Discussion at 1(April 11,
1994) ("Hatfield Testimony").
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light, the allocation ofat least 30 MHz Major Trading Area (MTA) licenses for new PCS

entrants is a necessary step toward parity iri the market.

Most panelists who view the market broadly and addressed the issue ofnumber ofpes

licensees concluded that the economic realities ofthe market support only two or three PCS

licensees.6 Five or six vigorous, full-service wireless licensees -- consisting ofthese two or three

PCS licensees, the incumbent cellular licensees, and an ESMR system -- would provide for a

wide range of consumer choice, and wireless service prices would attain a more competitive

level.'

II. n. Co...... ShoUl Promptly ..... IJI..... res LiceaHI

Expeditious licensing ofPCS is one ofthe crucial elements ofa PeS regulatory regime

promoting competition in the marketplace for wireless services. The other elements are: (I)

wide bandwidth assignments (which is related to rapid development), (2) broad geographic

license areas, and (3) making major cellular licensees, ineligible for pes licenses within their

service areas.

Even with a bandwidth and geographic area allocation plln duigned to promote

competitio~ it will be nearly impossible to build a viable PCS industry unless pcs operators can

rapidly roU out wireless services. "The benefits ofa perfect auction mechaDism can easily be

outweighed by the costs to consumers ofdelaying the availability of service."8 Time--to-market

is a key indicator ofsuccess for pes licensees.9 Timing ofPCS deployment will affect demand

6 s.. e.g.. BIS Testimony at 7; WriaeD Testimony ofAI1iIace Capital MlDlpment, L.P. to the FCC Panel
Discussion at 2 (April II. 1994) ("AUilllce Testimony"); MIT Stmment, IraSCript It 159; salomon 8rodlen
Statement, trIDSeript It 219.

, See Alliance TestimOlW It 2; MIT Stltlment, trIDICript at 159: Dr. IU""". made clear thIt the optimal
market would be two cellul., one ESMR; and two PeS providers.

8 Hatfield Testimony at 1.

9 Written Testimony of Time Wuner' Telecommunications to the FCC Panel Discussion It 18 (April 12.
(994) ("Time WlI'Der Testimony").
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for specific wireless services and the relative market share of each. l0 The CoJD!Dission can

further expedite the process by finalizing the service and allocation roles and by licensing PeS.

By doing so, the Commission will enhance stability so that others can resolve delay as quickly as

possible. This in tum will enhance the prospects of success ofa pes industry determined to

lower the consumer cost ofwireless telephony and bring greater functionality to wireless

communications. By contrast, the panel discussion demonstrated clearly that too much delay in

deploying pes will cripple pes, will hurt competition in wireless services, and will jeopardize

international trade opportunities.

Delay includes aD ofthe hurdt.s that must be overcome before PeS is available to the

consumer. These delays include the creation of a competitive bidding system, the manufacturing

ofequipment,11 financing the capital and operating costs ofa PCS system,12 processing of

applications,13 moving microwave incumbents,14 as well as constructing the PeS system. The

10 PCIA Statement, tnasc:ript at 22·23.

11 Nordlem Telecom esrimlfN tbIt sill'iftc:Mt l'KGlIideiidiw I1l«ainII dwn..woukl ca.e Id I_six
mOlltbs ofdelay to equipm_ veadon and....lliceal.. s.. On! S1IIreui6!t ofDave Twyver, PnIideat,
W'uelea Systema Group, NOI1bem Telecom to the FCC '-01 DiICuIIiaD, TellplD T. 1of4, April II. 1994 at
1.32.30 to 1.33.24 ("Nordlem Telecom StaI8IIleDt"). PeS Adioa .... the Commillioa not to eapp ill ....
stIIldmds for PeS equipment, u dlis would add fUrther delay to the procell ofequipment"'IDU~ IIld
deployment

12 PIIlelisD &om the fiDlDcill community ...- tbIt UD1eu PCS is vilble fiom tbe .... t1DaIlc:iDa would be
diftk:uIt. S. Alex, 8nJwD S-ent, D'IDICript Id 241-2'0; Salomon 8rodlen Seatemeat, trIIUICript at 243-2....,
322; Allimc:e Stltement, tnIIIcript at 241.

13 lbe s1aIUCIOry 3o-day public notice period for license appIic:atioa caDDOt be avoided. However, jf after
market agrepdOll is enc:ounpd with a six by 20 MHz licensing scheme, dlese transaetioas could also add
sipificant delay.

."14 COIDIIIrCb showed abat nqotiIUaa microwave incumbents will like a consic.Wable amount oftime due to:
(I) complicated neaodMiDIlIld ftIIIac:iq .....where the microwave iKumbeDt SIrIdd1eI more tta. ODe PCS
license; (2) the relocatioa ofmicrowave iDc:umbeaas to the 6.7 GHz bIad aDd the resuldaa equipmlat supply
challenges; IDd (3) the lick ofexperieDced oeaotiIton. coordinlton, eq;iDeers, ad the CommiuioD penoaIlel
able to bIDdle such a lDIIIive relocltioa. Writtlll Testimony of Comsearcb to the FCC PInel Discusaion at 2·S
(April 1J. 1994) ("Com.seIrcb Testimony").
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Commission in making changes to the SecoM Report aM Order should be ~itive to the delay

issue,lS

Several panelists testified that every day ofdelay in deploying PCS results in decreasing

demand for PeS services. They referenced the study conducted by DSS Research that shows

that a delay in the licensing PCS from this year to next year would alone result in a 15 percent

reduction in PCS market penetration; a two-year delay would result in a total reduction of one­

third.16 A "snowballing" effect occurs because once consumer demand declines, the incentives

to mass-produce equipment, to move microwave incumbents, to finance PCS, and to avidly build

out a PCSsy~ all decline with the demand. The longer PCS's entry into the market is

delayed, the lower the expected investment returns, which in tum raises the cost ofcapital.17

Indeed, investment in PCS is being withheld today because ofuncertainty of the service and

allocation rules".
Assuming early fall 1994 auctions and a two-year build-out, no large-scale PCS system

will tum on before early fall 1996.19 Meanwhile, other wireless services are moving to preempt

PCS opportunities.20 Cellular carriers, for example, are adding new customers to their networks

at the rate offive million per year -. 14,000 per day.21 Even assuming PeS deployment in late

U Mr. Ralph~. of tile FCC's PCS Tilt Force........ tbiI .... be libeldie ftnt Pmel ofApril 11.
1994 whetber it would be~ to ftDaIize tile cmnat ru1eI or try to .........,m.lly dIIap die ru1eI, which would
require a reconsidentioD oftile reviled rules. FCC PInel DilCUllion TI'IIIICript ofApril II. 1994 u 91.

16 PCIA S....ent, u.aeriptu22-23; WriUen Tesdmoay ofNordlem Telecom totbe FCC Pllllel DiIcusIion
u 6 (April II, 1994) ("Nordiem Telecom Testimony"); BIS S1atelIlent, tnIIlscript U 96 (PeS auctions in 1995
would be pen:eived as a significant delay).

17

18

19

20

21

Alex. Browa Statement, tnIJSCript It 249-250.

Hatfield Testimony ,1.

Alliance Testimony at 1.

Alex, Brown Testimony at 3.

PCIA Statement, trInscript lit 23.
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1996, cellular is projected to grow to a 30 million subscriber level by 1998.22 J;SMR is also

projected to achieve rapid market penetration as these new networks are deployed in the coming

months.23

GTE Corp., for example, announced this week that it will use its existing cellular

spectrum to offer by year's end a new, mass market wireless service priced significantly lower

than regular cellular-phone service. Called "Tele-Go," the service was tested for two years and

described by GTE's witness at the panel discussion.24 Calling it a "preemptive strike" against

PCS that industry analysts have long expected, The Wall Street Journal described the launching

of Tele-Go as an effort by cellular "to beat PCS entrants to the punch by expanding [cellular's]

base ofcustomers beyond executives to cost-conscious consumers."2S It is no surprise that the

GTE witness requested significant revisions to the PeS rules that would result in significant

delay in the liceDSing ofPCS.

Absent strong PCS, the consumer will be deprived of true cost and service competition to

the cellular duopoly; the Commission bas estimated that $S billion annually would be saved by

consumers ifcellular bad effective competition.26 This must be sustainable competition, not

merely the threat ofcompetition that leads duopolists to temporary cost cutting. The consumer is

also being deprived of the enhanced functioDality - wireless data aDd video tr8nsmission - that

PCS promises. The digital technology upon which PCS is based, and which makes possible both

22 North..Telecom TesdmoDy It S-6.

23 PCIA Teadmony It 6.

24 S.~WriaIID TeIdmony ofGTE Penoual CommUDieations Services to the pee PInel Discusaion
(April 11, 1994) ("GTE T~ODY").

2S "Pocket-Phone Scvi~ PIaDned By GTE Corp.: Move Is Attempt to 8eIt Delayed Rival Service Into
Consumer Mlrket," Wall S1rMt Jgumal A3 (April 19, 1994).

26 S. Letter from Alfted C. Sikes, Chairman, PCC, to President George BUlb, April 21, 1992, at 14 ("Letter
ofApril 28, 1992").
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low-cost service and extraordinary functionality, simply will not be available q\lickly and

broadly in the absence ofmajor new entrants to the wireless market.

•• •

Time-to-market is a key indicator ofsuccess for pes licensees.27 The Commission's

finalization ofPCS service and allocation rules will be the catalyst for resolving potentially

crippling delays.28 Timely development ofPCS will result in "(1) the largest addressable market

allowing many players to successfully compete, (2) the highest volume ofproduct to be

manufactured, thus creating economies of scale and scope to minimize costs, and (3) allow U.S.

manufacturers to export innovative and cost effective telecommunications solutions to a global

marketplace, as well as increase jobs and services in the United States."29

m. The Dual Virtue of tbe COID....ioa's AUocado. PIaD

The Commission's allocation plan in the PeS Second Report and Order results in readily

deployable and competitive PCS systems, not simply the beginning ofa process ofafter-market

accumulation of "building blacks" to create such systems. The Commission should maintain the

plan's key elements: 3o-MHz MTA licenses available to all except certain in-region cellular

providers, with a possibility ofaggregating to 40 MHz. The Commission should maintain its

decision to guarantee vigorous and sustainable competition with the creation oftwo large-scale

spectrum blocks.

27 Time WIlDer Testimony It II.

21 1biJ does notprec~die CommiIIion ftom IIlIkina minor ldjuICInen1ldlat would not require • secoad
reconaiderltion period. For ~ple, the Commiaion should rec:cmider JMIIChtina low-pow8' for all PCS
anteIIDas. Unless the COIIlIIliaion 1IItborizIII..ofmper power, universal PeS service win be impossible, less
densely populated areu will receive stunted scrvic:e (if any), COIIIUID« prices will be bi"', PeS will be far less
competitive with cellular, and less efticient systems will have to be used.

29 Northern Telecom Testimony at 2.
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A. Wi4c Bandwidth AMilf""C'P for PeS

The Commission should maintain current allocations to blocks A and B in the 1850-1970

MHz band. The Commission correctly reasoned that several allocations ofat least 30 MHz in

the lower band will most efficiently accomplish its three goals of: (1) rapid deployment of

services; (2) opportunity to provide a full range of services through the use ofdifferent sized

frequency blocks; and (3) successful spectrum-sharing between PCS licensees and microwave

incumbents.30

1. The yjrtuc ofWide B.ndwjdtb AyilD'DCOh

The 30 MHz allocations together with the ability to create 40 MHz licenses, as directed

by the Commission and supported by PCS Action, represent the best hope for having PCS

develop first as a wireless competitor, and eventually as a provider ofdata, imaging, multi­

media, and video services and a competitor, to the landline network. Panelists from the financial

community agreed that viable licenses are the key to a successful PCS industry.31

NTIA was among the first to advocate the virtue of 30 MHz license blocks: rapid

deployment, flexibility to avoid certain frequencies now encumbered with microwave users, and

lower costs.32 The Commission's decision to issue 30 MHz licenses and permit aggregation of

up to 40 MHz will ensure that an economically viable pes industry will be created. A decision

to issue smaller licenses will ensure delay, lost revenues to the Treasury, and a weakened PeS

industry.

30 SFnd '.,.,md Order. 8 FCC Red. 7700 at1SI (1993) ("Soooad Report and Ordcr").

31 S. AllilDc:e Statemcw.1nDICript at 25 ("There is enouP risk in dliJ u it is that the size ofthe spedI'UDl
gnnt does not have to be the.issue .-ound which risk turns."); Alex. Brown Statement, trIDIeript at 241 (30 MHz
MTAs are required to (mance a PeS system).

32 Letter to the Honorable JIIDeI H. QueUo. ActiDl CbIirmID, Federal Commuuic:atioDJ CommisIioa from
Lany Irvin.. Assis1lnt Secret8ry (or Communications I11d InfonnlriOll, United Scates Department ofCommerce.
dated september 14, 1993 at 3 ('1fOA Lcttcr").
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EiDt, the allocation scheme supported by PCS Action gives PCS operatQrs the necessary

flexibility to focus on rapid implementation of service to the public. Given that studies confinn

that ubiquitous service throughout the coverage area is among the most important elements of

consumers' decisions to subscribe to PCS, PCS operators must be able to provide coverage to a

large part of their market on the first day without causing interference to microwave incumbents.

Without sufficient spectrum, however, a single existing microwave link can preclude ubiquitous

PCS operation)3 Panelists acknowledged that regardless ofbandwidtb assignments, "in most

markets, before even the first [PCS] cell is turned up, microwave paths will need to be

relocated."34 The process ofengineering newl~ purchasing equipment, coordinating

frequencies and securing Commission approval, and constructing and installing systems will take

years to complete.35 Consequently, there will be a need to share spectrum with some microwave

incumbents as a stopgap accommodation while implementing other reallocations. Spectrum

sharing dictates that a minimum amount ofspectrum will be needed merely to deploy PCS

service initially.36 Otherwise, there will be insufficient spectral room to frequency engineer

around microwave paths. Bandwidth assignments ofat least 30 MHz coupled with the use of

recently developed sharing techniques to work around incumbent microwave users would permit

PCS operators to begin service and then evolve toward advanced PeS services.

33 Time WIrMf TestimaGy It 6. Microwlve nc..ell in dle lower PCS '-d use two 10 MHz cbaIIIIell- a
total of20 MHz. S. p1W1'tI/ly "White PIper OIl PCS Spedrum Iuues," PCS Action, Inc. (filed July 21, 1993).

34 eoms.n:h Testimony at 5; Time Warner Testimony at 5-6.

lone Warner Testimooy at 4.

."
36 ComseII'Ch TestiDloIlY III 5. The much deb8cl issue ofbow much ofl problem is incumbent relocatioo
undencores at least two indiIputIble fada: commercial iDc:um... bave It1eIItdIrM YWI to move IDd public
sUet)' openton C8D remain at their 2 GHz hquency for five yea"I. ThjnI ' '--0rcIIr BT Docket No. 92-9,
8 FCC Red. 6519, at" 2 (1993); Mmgmpdym opniM and Order, £T Docket No. 92-9, FCC 94-60, at' 35
(released March 31, 1994).
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On the other hand, an allocation scheme based solely on blocks of less~ 30 MHz

would deny pes licensees any flexibility to engineer around incumbent microwave users. It

would preclude: (1) immediate head-ta-head competition with the existing mobile service

industry, and the concomitant loss ofbillions ofdollars in consumer savings as a result of

reduced prices in wireless telephone service;37 and (2) the influx ofrevenue from rapid

deployment that would allow PCS operators to finance the costs ofmore advanced PCS services.

In short, an allocation scheme with only 20 MHz licenses will cripple the deployment ofpes.

Soc;ond. the ability to begin serving the public soon after the licensing process will give

PCS operators more leverage to negotiate with microwave incumbents. The panelists

acknowledged that the negotiations with microwave incumbents will tend to be protracted and

complicated.38 As noted above, a PCS license of less than 30 MHz in the lower band would

prohibit IDX simultaneous operation with incumbent microwave operators. A PCS operator

should be able to deploy a cellular-competitive service and then negotiate with incumbent

microwave operators on a more level, reasonable basis. By avoiding exorbitant relocation costs

that would result from a small allocation, a PCS licensee will be able to expand the range and

lower the cost ofservices available to the public.

ll:Iird, any allocation scheme bued solely on blocks of less than 30 MHz would impose a

significant and unacceptable risk that the vision for advanced PCS willlJCB[ be realimt,

Without sufficient spectrum, a non-cellular (or non-ESMR) PeS operator, after paying the

auction price, will be forced to negotiate with microwave incumbents for years while revenues

are reduced or non-existent,39 Only the deepest pockets (e.g.• RBOCs) could survive in such an

37 &Ie Letter ofApril 28. 1992 It 14 (pcS compedtioD with ceUuJar wmsave the Americ:aa public: S2 billion
to SS billion per yeer); $. aho 1994 DSS Resewcb study on Effect ofDelayed PeS Deployment ("DSS Study").

38
.,.

Comsearch TemmOllY at 2.

39 For eumple, a 20 MHz pllD would I'eIUlt in exteasive diInapdoa, requiriq relOCltiOll ofappIOXimaClIly 50
perceat of1he 10.000 exiltina microwave linb. includiq 100 pm:eat of1he public safety liDb, within dine yan
of licenainajust to initiate service. Sa ComIeIrch, "Spectrum AIIOCIUODS and Their ImplCt on Microwave User
Relocations: A Case Study," at § 5.0 (April 12. 1993).
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environment. In contrast, cellularin~ for example, will not face the same.roadblock

because their cleared 2S MHz may be readily used to support PCS, as demonstrated by GTE's

planned launch of its Tele-Go service. Thus, without the Commission's continued commitment

to a competitive playing field from the start, PCS operators will not be able to effectively

compete with existing mobile service providers.

Further, as recognized by the Commission, large blocks olPCS spectrum can deliver

more than just high quality wireless telephone services. It promises "the fullest range of

services."40 As PCS Action has explained in this proc«djng, studies of the U.S. demand for

PCS and the lessons ofthe early failure olPCS in the U.K. confirm that:

PCS services will evolve from secure, high-quality voice and text transmission with
national roaming, to fixed and mobile ISDN data, telemetry, broadband~
advanced intelligent network services, and multimedia.41

This vision ofa full range ofservice was one ofthe motivating factors that led NTIA to propose

an allocation greater than 20 MHz: "larger allocations would enable PCS licensees to otTer

alternative services to consumers, such as larger bandwidth data or imaging services, more

quickly and more cheaply than would be the case with smaller allocations."42

2. The Mact"l. "Building Blosks" Apprnesb Would Hwm PeS

The modular "building blocks" apProach advanced by some parties "~uld slow 8Ild

make more expensive the initiation of service"4) and significantly reduce PeS auction revenues

to the federal govemment.

40 S«4M' Rcpgrt agel Order at , , •.

.-.
41 "White Paper 00 PeS Spectrum Issues." PeS Action, Inc. (filed July 21. 1993).

42 NDA LcgI!r It ).

43 Tame Wuncr Testimony at 13. In IdditioD., a JIrIe after malt, in wbidlliceuel recendy a1loc:*d
through the Commission's 1Udi0ll are then bought and sold in a "privlte auction." is COIltnry to the inteDt oltlle
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