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September 19, 2017 
 
Ajit Pai, Chairman 
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445 Twelfth Street SW 
Washington, DC 20554 
 
RE:  WT Docket No. 17-69 

WC Docket No. 17-108 
 
Dear Chairman Pai: 
 

You have placed on the agenda for next week’s open meeting the Commission’s 20th 
annual report to Congress on the state of competition in the U.S. mobile wireless industry (the 
“20th Report”). As has been your practice, in the name of increased transparency, you published 
a draft of that report prior to next week’s vote. Yet that is where your transparency ended, sadly. 

 
You have misused this draft, in your commentary on its purported findings, to falsely 

suggest a connection between investment and mobile broadband’s proper classification as a Title 
II telecommunications service. As this letter illustrates, the draft and your comments on it omit 
key data, historical context, and relevant findings included in prior years’ annual reports. 

 
In remarks delivered last week at the Mobile World Congress Americas gathering, you 

noted that the draft finds wireless industry capital investment declined from 2015 to 2016. You 
winkingly attributed this decline to the Commission’s February 2015 Title II reclassification 
decision and its adoption of the current open internet rules at that time.  
 

Specifically, you said: “[T]he most concerning emerging issue we are seeing is that 
investment in wireless networks was down significantly in 2016. According to the UBS Wireless 
411 report, in fact, investment was down 9%, a huge drop outside of a recession . . . . I think you 
know where I’m going next. In our Restoring Internet Freedom proceeding, the FCC is currently 
examining whether we should change our Internet regulations in order to encourage greater 
deployment and investment and bring digital opportunity to more Americans. CTIA has weighed 
in to express your concerns that the current rules hinder network investment.” 

 
Unfortunately, we do indeed know where you’re going next. You are once again 

misleading the public in furtherance of your irrational vendetta against the congressionally 
mandated classification of transmission services as telecom services. The easily verifiable truth 
is that wireless industry investments peaked in 2013, as carriers completed the bulk of 4G LTE 
deployments. Both that peak, and the ongoing decline from it, predate the entire proceeding that 
led to the 2015 reclassification of broadband as a lightly regulated Title II service. What’s more, 
this is by no means the only years-long downturn for the wireless sector: such periods of slower 
spending are natural – and, in the recent past, have likewise occurred outside of recessions. 
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This most recent example of your misleading statements on the broadband industry’s 

investment levels and overall health are even more troubling than your typically disingenuous 
speeches, as the Commission’s obfuscation on this important matter apparently now extends 
even into official reports to Congress. The draft deviates drastically from the more detailed (and 
more accurate) format the Commission’s annual report has followed in recent years.  
 

Figure 1, appended to the end of this letter, is a screenshot from the draft of the 20th 
Report you released on September 7, 2017. We note that this investment section in the draft text 
only references the change in the wireless industry’s collective capital expenditures over the 
prior year, instead of reporting the change over the past several years. We also note that the sole 
chart only shows investments for the four national carriers since 2013, but without providing any 
illustration of the aggregate investment decrease reported in the text. 
 

Figure 2, likewise appended to this letter, comes from the prior annual report (the “19th 
Report”). First, note that the 19th Report also showed a decline in wireless industry investment 
from 2014 to 2015, a period preceding the Title II reclassification that you (wrongly) blame for 
the 2016 decline. Also note that in the 19th Report, the Commission rightly cautioned against 
placing “too much emphasis on absolute capital expenditures at any given point in time,” 
because of the “cyclical nature of such investments.”1 That language is mysteriously missing 
from the draft for the upcoming report. The 19th Report also detailed each carrier’s investments 
in recent years, explaining that they are on different trajectories. And its accompanying chart on 
the four national carriers’ investments covered a six-year period, not just a four-year period as 
the draft 20th Report does. 
 

These missing passages, with their more expansive explanations, longer time courses, and 
rightful caution against placing too much emphasis on cyclical investment totals, also appeared 
in prior years’ reports. In fact, such language has appeared in prior annual wireless competition 
reports stretching all the way back to 2003, during the first term of George W. Bush 
administration. We include either the entirety of the investment sections or excerpts from these 
sections for all editions between the 18th Report (see Figure 3) and the 8th Report (see Figure 
13), inclusive. 

 
For example, the 18th Report noted a single-year investment decline too (just as the 19th 

Report did), this time from 2013 to 2014. That, of course, also came well before the February 
2015 reclassification vote. The 18th Report similarly cautioned against over-interpretation of an 
annual change in this aggregate total. And like the 19th Report, the 18 Report too included a 
chart covering a longer time period than the draft of the 20th Report does. Lastly, but perhaps 
most importantly, both the 19th Report and 18th Report referenced analysis in earlier editions 
that discussed the “lumpy” nature of investment in this industry due to its “cyclical nature of 
technological adoption.”2 
                                                             
1 Implementation of Section 6002(b) of the Omnibus Budget Reconciliation Act of 1993, WT 
Docket No. 16-137, Nineteenth Report, 31 FCC Rcd 10534, ¶ 24 (2016) (“19th Report”).  
2  Id. ¶ 24 n.57; see also Implementation of Section 6002(b) of the Omnibus Budget 
Reconciliation Act of 1993, WT Docket No. 15-125, Eighteenth Report, 30 FCC Rcd 14515, 
¶ 107 n.306 (2015) (“18th Report”). 
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Before partisans try to blame such passages on the Wheeler FCC, they should know that 

this language came straight from AT&T comments in the 2010 wireless report docket. As AT&T 
stated, “[T]here is no reason to expect capital expenditures to increase by the same amount year 
after year. Capital expenditures tend to be ‘lumpy.’ Providers make significant expenditures to 
upgrade and expand their networks in one year (e.g., perhaps because a new generation of 
technology has just been introduced), and then focus the next year on signing up customers and 
integrating those new facilities into their existing networks, and then make additional capital 
expenditures later, and so on. Minor variations from year to year thus should not be surprising, 
much less an indication of declining competition. In any event, the data show that the decrease in 
overall capital expenditures may be attributable to a single provider – Sprint.”3 
 

If AT&T’s sentiment in that comment sounds familiar, that is because it’s the central 
argument Free Press has made in our pleas for sanity in the debate over Title II’s investment 
impact. We’ve repeatedly noted that an industry aggregate investment total can be mildly 
informative at best and downright misleading in some cases. In this case specifically, looking to 
overall broadband investment since reclassification, you and others have manipulated the 
aggregate total and misled people as often as you could with it. You have done so primarily by 
ignoring the fact that AT&T’s temporary decline in 2015 stemmed from early completion of its 
major “Project VIP” wired and wireless upgrade project. This decline at a single company 
“should not be surprising,” to quote AT&T – and over-reliance on any aggregate totals without 
accounting for this natural, cyclical change in investment from year to year can mask the 
increases taking place at other companies and in whole other industry sub-sectors (notably, since 
reclassification, by cable company ISPs that greatly increased core network expenditures).4 

 
In other words, AT&T’s 2010 wireless competition comments on this score remain 

perfectly accurate, and it is curious that the Commission under your leadership would attempt to 
erase this context from this report to Congress. The 17th Report (issued in 2014), was virtually 
identical to the 18th Report in style and substance, containing the same cautionary language 
about variation in spending (see Figure 4). And in the annual wireless competition reports that 
preceded Chairman Wheeler’s tenure, we see a slight change in presentation style, but no change 
in the breadth of information presented. 

 
For example, in the 16th Report (see Figure 5) the FCC presented six years of data from 

both CTIA and the U.S. Census Bureau, showing that wireless industry investment was in 
decline before picking up again thanks to pre-LTE launch expansions. Not shown in the screen 
shot in Figure 5 are this 16th Report’s three additional figures, which included CTIA’s annual 
investment data from 2002–2012 (showing declines from 2002–2004 and then again from 2005–
2008); CTIA’s investment per customer measurements for 2006–2012 (also showing declines 
from 2006–2009, and from 2010–2011); and wireless capital intensities from 2006–2011, based 
on both CTIA and Census data (showing CTIA’s finding of declines in this metric as well, from 
2006–2010, and from 2010–2011).  Also not shown in our excerpt is the discussion of “lumpy” 
investment patterns, which is found in the 16th as well as the prior year’s annual report too (the 
“15th Report” – see Figure 6).  
                                                             
3 Comments of AT&T, WT Docket No. 10-133, at 34 (filed July 30, 2010); see also id. at 39. 
4 See, e.g., Comments of Free Press, WC Docket No. 17-108, at 140–142 (filed July 17, 2017). 
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The 14th Report also follows this same expansive style (see Figure 7). The 13th Report, 

which was the last one issued under Chairman Kevin Martin, was much shorter and lacked 
charts; but it did note a multi-year decline in investment over a four-year period (see Figure 8). 
That 13th Report, issued by Chairman Martin, followed the same style used in the 8th through 
the 12th Reports issued under Martin and by his predecessor, Chairman Powell (see Figures 9–
13). These earlier reports vary from the later grouping in their references to capital investment, 
but they did provide data for a number of years rather than improperly fixating (as the current 
draft does) on a single year’s change.  
 

In sum, while the style of the investment section in prior years’ annual wireless 
competition reports changed slightly when Commission leadership changed, your pending report 
to Congress on the state of wireless competition reduced the amount of information on 
investment in order to hide the reality of the situation. You seem to have deliberately obscured 
the facts and ignored the findings contained in prior reports, which routinely found extended 
periods of declining investment in years before the 2015 Open Internet Order vote. Those earlier 
reports also routinely offered context – provided by carriers such as AT&T itself – on the 
cyclical nature and year-to-year fluctuations in such investments. This year’s report should do 
the same or better, rather than pretending there is some unusual decline and then attempting to 
pin it on Title II.  
 

 
      Respectfully submitted, 
 
      S. Derek Turner, Research Director 

Matthew F. Wood, Policy Director 
      Free Press 
 
 

cc: Rachael Bender 
 David Grossman 
 Daudeline Meme 
 Erin McGrath 
 Kevin Holmes 
 Travis Litman 
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Figure 1: 20th Report’s Entire Investment Section 
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Figure 2: 19th Report’s Entire Investment Section 
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Figure 3: 18th Report’s Entire Investment Section 
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Figure 4: 17th Report’s Entire Investment Section 
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Figure 5: Excerpt from 16th Report 
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Figure 6: Excerpt from 15th Report 
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Figure 7: Excerpt from 14th Report 
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Figure 8: 13th Report’s Entire Investment Section 
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Figure 9: 12th Report’s Entire Investment Section 
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Figure 10: 11th Report’s Entire Investment Section 
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Figure 11: 10th Report’s Entire Investment Section 
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Figure 12: 9th Report’s Entire Investment Section 
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Figure 13: 8th Report’s Entire Investment Section 

 
 


