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Kathleen Q. Abernathy

Vice President

Federal Regulatory

AirThuch Communications

1818 N Street. NoW

Suite 800

Washington. DC 20036

Telephone: 202 293-4960

Facsimile: 202 293-4970

Kathleen.Abernathy@ccmail.AirTouch.COM

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, NW, Room 222
Washington, DC 20554

RE: Telecommunications Carriers' Use of Customer Proprietary Network
Information and Other Customer Information (CC Docket No. 96-115)

&
Amendment of the Commission's Rules to Establish Competitive Service
Safeguards for Local Exchange Carrier Provision of Commercial Mobile
Radio Services (WT Docket 96-162)1

Dear Mr. Caton:

On Tuesday, October 28, 1997, on behalf of AirTouch Communications, Inc., David
Gross and I met with Dorothy Atwood, Tonya Rutherford, and Lisa Choi of the FCC's
Common Carrier Bureau to discuss the above proceedings. Please associate the attached
material with the above-referenced proceedings.

Two copies of this notice are being submitted to the Secretary in accordance with Section
1. 1206(a)(1) of the Commission's Rules.

Please stamp and return the provided copy to confirm your receipt. Please contact me at
202-293-4960 should you have any questions or require additional information concerning
this matter.

Kathleen Q. Abernathy

Attachments

cc: Dorothy Atwood
Tonya Rutherford
Lisa Choi
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Telecommunications Carriers' Use of Customer Proprietary Network Information
and Other Customer Information
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Amendment of the Commission's Rules to Establish Competitive Service Safeguards
for Local Exchange Carrier Provision of Commercial Mobile Radio Services

WT Docket 96-162

May 20,1997

Brian Kidney
Kathleen Q. Abernathy
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NEED FOR EFFECTIVE SAFEGUARDS

• Bell Operating Companies (BOes) have continued control over essential bottleneck
facilities.

• This creates a unique ability to leverage their wireline market power to advance wireless
interests in instances where BOCs have in-region cellular or broadband PCS licenses.

• Other wireless competitors -- including new PCS entrants -- can not effectively compete
absent FCC imposed safeguards that protect against discrilnination and cross-subsidization.

• FCC must implement effective safeguards so that competitors can construct networks and
offer competitive alternatives to BOC monopolies without BOC interference.

• CPNI, in particular, should be protected to ensure that customers of BOC and other LEe
monopolies are not anticompetitively targeted by LEC affiliated CMRS or long distance.
earners.
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CRITICAL ISSUES

• The FCC should conclude that the goal of creating effective competitive safeguards is
promoted by maintaining the following requirements of Section 22.903:

BOCs must not provide any CPNI to a wireless affiliate unless the infonnation
is made publicly available on same terms and conditions. (Section 22.903(0).

The wireless affiliate has access to HOC facilities only on conlpensatory,
arm's-length basis which is made available to competitors on saane teflllS and
conditions. (Section 22.903(a)).

R&D by HOC for wireless affiliate done only on a compensatory basis.
(Section 22.903(c)).

All transactions between wireless affiliate and BOC must be in writing and
available for FCC inspection. (Section 22.903(d)).

• The FCC should not revise the categories of "telecommunications services" to merge local
exchange, interexchange, or CMRS buckets.

BOCs continue to retain monopoly power that no IXC or CMRS competitor
can match.
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CUSTOMER APPROVAL REQUIREMENTS

• The FCC has authority to determine type of prior customer approval that is in the public
interest.

• In traditionally competitive luarkets, such as CMRS and long distance, carriers should be
given flexibility regarding CUS10111er approval.

• In traditionally monopoly markets, such as local exchange, carriers should be held to a strict
standard regarding the use of CPNI, obtained merely because customers had no alternative.

Customers should provide written authorization for their local telephone CPNI
to be used in marketing competitive services.

The "Notice and Opt Out" mechanism proposed by some LECs fai Is to
provide adequate information to the BOC customer.

LECs should not be able to use CPNI to target certain custolners for the
purpose of obtaining authorization to market other telecolnnlunications
servIces.
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CUSTOMER APPROVAL REQUIREMENTS (Cont'd)

CPNI authorization must be obtained in advance of -- not concurrent with -­
solicitations for cOlnpetitive service offerings.

Until LEC markets are competitive, LECs should be required to seek
authorization fronl their customers to release CPNI to all other cOlllpeting
telecommunications carriers as a prerequisite to their use of such infonllation.
This ensures that LEC affiliated enterprises do not obtain an anticonlpetitive
advantage merely because of their affiliation.

The joint marketing authorization for LEC/CMRS services, read together with
Section 222, means that such joint marketing can be performed only after LEe
customers have gi yen authorization to use their CPNI.

s



--

TELECOMMUNICATIONS ACT OF 1996

• Adoption of Section 222 of the Telecommunications Act of 1996 does not invalidate
effectiveness of Section 22.903(f) of the Commission's Rules.

• Congress was aware of the restrictions on BOC provision of cellular services because
the BOCs lobbied for the elitnination of all the Section 22.903 restrictions, but were
only successful in obtaining relief from the joint marketing restriction in Section
22.903(e).

• In Section 601(d) of the 1996 Act Congress stated that Bell Operating companies
could jointly market and sell CMRS in conjunction with telephone exchange service
despite restrictions in Section 22.903 of the Commission's regulations.

• Significantly, Congress did not disturb any of the other restrictions in Section 22.903.

• Therefore, the Commission retains the jurisdiction and the discretion to determine
what provisions of Section 22.903 continue to serve the public interest by promoting
competition in the wireless arena.
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Join for free and get
1,000 bonus points.

,-
By Signing above. (1) I authorIZe any of PacIfiC lh:1I b.tras' atfiilales (pacific Bell, Pacific
TeleSIS Group, and HH related companlt:s) to prO..... lde Pacific Bell Extras with any/all of my
past/present/future f.IJslOmer Infurmation amJ to Qualify. enroll and credIt nle ill Awart's
LInd In COI\IlectlOIl witt I Hny olher programs ur promotions" (2) I duthlUI16 PacifiC Bell EdrCts
alld Ib related companies to shdrc that Inrounatlon wllh eet<.:h other for ~uch uses. Paclne
Bell E".tras and Its affiliates will nOl dls<.:lose such informatIon to others unle~s I request
this in wrltmg I mdY change my Instructions on theIr use and disclosure of this Information
in wrIting at an)' time, All Pacific Bell residential custumers ale eligible to join Awards.

01' call 1-800-211-6172.

Return the coupon to: Pacillc Bell Awards
P.O. Box 64900. loe Angeles, CA 90099-9160

Teleptlone

N<.Jflle

Address

City

r--------------------

Get great awards fast
with the new 'C'· ," Ie Bell

Awards Program..'

Just call 1-800-211-6172.
• Award redernpHons based Ofl $100 total blUed revenue each month. t Subject to taritl approval.
Pacific Bell Awards Is broughl to you by Peclflc Bell Extras, a Wholly owned subsidiary 01 PecJnc Telesis Group.
Note: Bonus Issued upon receipt or slgnalu,e and.tIer flrsl month's bill of $50 or more,

Now using your phone is the fastest way to earn travel
discounts, software, merchandise, and free phone cards.
Spend at least $50 a month on combined local and long
distance charges billed by Pacific Bell and earn awards
fast - every month if you want.* Or else save up
points for larger awards. It's free to sign up. And you
earn awards for something you already do: use the
phone. We'll even give you a first month bonus of
1,000 points if you call before May 15. So join today
by calling or sending in the coupon. You could be getting
something back with your very next phone call.
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ANDEreiEN
CONSULTING

Con*;IO: Cam Gra.'l.tra
Andersenl Consulting
312-931-3369
carn.gran.stra@Jac.com

RJff IMMEDIA TE RELEASE

Lou of WI'..... Customers AHching EpWemic Praporticm••

ACCOtding to AndetSen ConBLlIUng Study

97-o62~

News

CHICAGO. August 18, 1997 - The wl,ele•• Industry is losing cU.'omers at epidemic proportions

with annual rates uf customer loss averaging 30 percent in the United 5tatell lind 25 percsr:tt in

Europe. according to 8 new .wclv by Anderse" Consulting. CliIlled "«=l'Iurn. " it i. the rete at which

wlre.eas operators lose customers. thereby destroying company prDfits and deereain; shareholder

valu•. Andersen Ca.,.ulting's reaearch was targeted at determining the cost of churn withlt:' ••Iect

operators.



According to thu study. marKet signs indicate that churn rates, which hove reached e:lltraord:narlly

high 'evels in mc.st of the world's wireless markets, will continue to escalate for the foruM&blG

future. "fIor mal'1y CEO,., combating churn is becoming a number one priority because the return Is

so large." said Richard S. Sib«, associate pal1ner in Ander.8n Consulting'. wireless con.ultin;

practice. "For e,(ample, reducing the rat. of churn by one percentage point can boost compcnv

valuation of an ."."118 wireless openltor by approximately $150 million. n

Chutn currently C:QSts wir.less operators e combined tOtal of mare than $4 billion a.ch year in tha

mature market:l Clf Nonh America and Europe. Tho STudy notes thet increuad comp8tftlon.

attractive incenti~I" and few barriers to switching carriers, are all encouraging c;ustomer detection.

Aa market penetr:lltion increase.. wlrela....rvice carriers are reacting by signing up marginal

customers who e,,.nd less and era mOle prone to b.d debt. This cu5tomer segment is also less

loval and will mo,,'. more eaally to other providars. The.e factors, as noted in the STUdy. will Quily

push churn rates l~yond 40 percent If not addre..ed.

Id8fttlfYlng Chum

·Cu!ltomers aran't causing churn. \Nirelell operator. are," t'loted Siw. Andersen Consulting's

study indir;ated thIn a European wireless provider found five percent of cystamers churning were

detecting to a eompe'tttor. Yet. some 40 percent of tho•• who we,e epPlllrentty def8Gting were

actuallv switching to oCher packages offered by 'the same carrier. Ther. are. varietY of poqible

causes. Onen d••lers ara given the wrong incentiv••, aftraeting sometimes undesirable customers.

·Churn frequentlv ....ulu from the way operators go '10 market. Often. for sample. dealers activelv

encourage churn bueaus& they recetve incentives for handeet sal. or customer subac:rlptlona rather

thIn for c:".tom8r r..ntion end Yalue·added senriGe.· said 51Hr. Tha study emphasizea that batore

churn con be addrNHCi, ane has 'to determine whet the specific causas of churn are 10r the

compllny.



Andersen Consulttng has identified four areas of churn:

Clirrier-il,itiated Chum - The carrIer disconnects the customer for such CliILlaes liS fraudulent

usage. bad debt or business in.o'veney.

Comperi,ro' Churn - Customers switch to a competitor.

CusrtJmll'r Migration 0' ROflllian • Customers switctl nlltworks within the same operator, for

liIXample migrating from 8n analogue to .. aigital network or swnching tariffs on the same

network. This often involvis the wireless operator paying BUDS'l:8ntlal reacquisition eests. a

phenomenon currently ••en in europe and COUld. eyentually. be seen In the U.S_

SUbscnpJ'kJn C."clllJ"tio" - The customer ends one or more subscriptions held with the

carrier. Thi. i. frequently caused bv "price shock,- the cuatome,'s dismayed reec:tion to the

first full btll.

Turning 1he nde l;rf Churn

To make thll desired reduction in ehurn, operator. will need to make fUndamental changes:in tha

WilY they acquire and service custome'.. 'nvllSting in remntion is a good pillce to ~rt. Twenty

percent of retainetj custome,. eurrently gene'ate more than eo percent or the revenu.,. The 5lUdy

also uncovered thlllt 30 perCllnt of all chum happens in the first aiz months of serv-ice. D••igning

loyallY programs to ensure you are retaining the right custOmers B't tt1e right price is just one way to

combat c:hum. -It'$ not aboUt signing up .. rnany cUSIomer. u you can anymore, Operators must

be more c:Hscriminliting Ilbout'the subtlcribers they actlvat•• " noted Slbe,.

"The wireless Induatry·. approach ta churn has, until now, app••red somewhat uneophistieated

when compared to many other \NSustrles' customer acquisition and retention .tnft8Qies," said Siber.

"For eumpJe, the IllrlJ"e 'nclusvy prawide. many Instances of JayaltY end .ffinity programs that

deliver an enhanced service to high-potential eustomers whom the carrier wiehe. to retain. II



Combaling Chum

Andersen CONulttng ha. identified a thr-.step approach to combating churn for wir.less ccrriers

that recognizes th. complexrtv of 'the issues and dells with the issuea accordingly. In summary.

1) Dlegne•• the real cau•• of chum. Why did customers Ie."'.? What did they do after

disconnection? What impact did competitive aeti..,ity have on their cteclslon to leave?

2) DlIVlllop • pro.,..,.. Although there are many approaches. priorltlZlI tho•• that promise to offer

the best and mOist su~.in.ble-returns. For instanl;8. me belt way to retain corporate accounta. tor

exampl•• mig"t tie through enhanced custom.r servia and red••igned acoaount manaGerntlnt

grocesses,

3) Implement the plan. This Is II complicated process dependent on achieVing commitment 8't .u

lev" of the organization. Dismantle dy.tuncnonal BGquiaition policies the antaet the wrong

cu8'tomer or rewerd the wrong behavior. Build csu5tomer loyalty. Comb-':ing churn 15 a long-term

commitment thet may require fundamental ehenaes in areas sUeh as organization addressing.

process d__iSln. mporting sources. compenalltlon or reward••

"To make the mOISt of 'thil opportunity. many wireleu operators will n.ed to underlt8nd their

euslomer5 and ttlelir customer.' problema far mo,.. completely then they do toclay. Companies need

to get their c::uSlon,e' retention figures up and stop focusing on cuStomer numbers rath.r than

customer value.· !.aid Siber.

Andere.n ConSUlting's Communications IndUstry Group aerv.. moat of the world'. mejor carriers.

indud~ng 1:elecommunlClltiona prOViders. ~e companiea. wireleas and slit.lite catrilllS.

~casters.and Dnternet and int....Cllve ...viae providers. WIth a global pressnCII of more than

8.000 communlamons industry experts. the Communlca1ion. Industrv Group is able to respond



.1

quietly and aPPIly its deep industry tnowleage to iu clients' business ebjee:tive and goaJs, delivering

results reg8rdles;s of II client's loeatlen or geographic reac:h. The Communi~onsInduSUV Group

enables its diems 'to achieve their buainss3 objecdlles through its expertise in: the developmJ:Mt ot

visions Inc sUal:egies: understanding cllonts' markets and cl.lsl:omers; creatlfts technotogles mnd

proCllestlS and nlanaging change to support $ervi~ actl'lilion and assurance. billing and CustOme,

eare. and netwol'k deployment and devetopment; and the management of the enterprise ItBelf.

Andersen COMu~tjng Is CII '5.3 biUion global management and technology consulting organization

whose mission i.: tD hefp it. c1lanta change to be more &uCC!Qsful. The oraanizstion works with

clients from a wittfe range of industria. to link their people. procee.ea and technologies to their

strlltegies. Andersen Consulting has neartv 49.000 P80pte In 47 countries. Its home p_ge acI~,e8S

is www.ac.com.
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FACT SHEET

Highlighta of me l~t",dy indude:

Churn Gasts wi,..... operators a combined total of more than $4 billion each year in the

mature m'lrkets of North Arnerica and Europe.

'n the U.S. wir.ess marktnplaee, strong eVidenoe suggoau that churn rate. will be puohed

beyond 40 percent in the near 1uture.

Mor. than 30 percent of c:hurn occurs witnin the first six months of service.

Twenty percent of retatn84 customers currently genetate more than 80 percent af the

rwenue.

Tod..,·s average payback period for acquiring a et.tatom.r can take up to three V••ra•

..peel_Ity 'or thc.e subsc:nbers buying through can.um., and retell channels.

I" most de~lopedmarkets, acquiring a new aubacribar alreactt costs en average of .300 to

$400.



By reducing the churn rate by five perCientagB points, the average wlrelass op.rator c:ould

Incr..... shareno'der value by 1S to 20 perCB"t.

In the cue oi a company with 1.5 million SUbscribers. 30 percent growth .nd 20 pucen'l

churn. 21 decre... of just one percentage point In the rata of churn can boost company

vaJuatiol' of an averase wlrefess operater bv approzlmately $150 mimon.
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