












































V8 March 2009

[State Name]
Lifeline Application

Please verify your eligibility:
1. You may use either Section B or Section C to qualify
2. Sign and date the form in Section D
3. Attach documents to support your eligibility listed in Section B or C
4. Mail the application to Virgin Mobile Lifeline, PO Box 100 Artesia, CA 90702

A. PERSONAL INFORMATION
The person below MUST BE the same person applying for the discount. Please do not forget to sign the application below in Section D.

«First_Nm» «Middle_Int» «Last_Nm»
«Service_Address_Line_1»
«Service_Address_Line_2»
«Service_City»,«Mailing_State_Cd» «Zip_Cd»

B. PROGRAM-BASED ELIGIBILITY
Fill in all bubbles for all program(s) the person in Section A is currently enrolled. For the National School Lunch and Head Start programs, a household
dependent enrolled in the program satisfies the enrollment requirement.

Medicaid
Food Stamps
Supplemental Security Income (SSI)
(Not the same as Social Security Benefits)

Temporary Assistance to Needy Families (TANF)
Federal Public Housing Assistance (FPHA)
Low-Income Energy Assistance Program (LIHEAP)
National School Lunch Program’s Free Lunch Program

You must attach a copy of a program identification card or other social service agency document that shows you currently
participate in one of the programs listed above. (Supporting documentation will NOT be returned)

- OR -

C. INCOME-BASED ELIGIBILITY
Calculate TOTAL household income by reporting the income of all adult persons residing in your home in the appropriate category:

Household
Size

Maximum Yearly
Income

O 1 $14,621
O 2 $19,670
O 3 $24,719
O 4 $29,768
O 5 $34,817
O ___ $____________

If you have more that 5 people in your household,
write in the number and add $5,049 for each
additional person on top of $34,817.

You must attach proof of income reported. Examples include:
Prior year’s Stateor Federal income tax return OR
Most recent type of current statement from the income source(s) noted below:

Three consecutive months’worth of your most current pay stubs
Social Security benefits statement
Veterans Administration benefits statement
Retirement/Pension benefits statement
Divorce decree or child support document
Unemployment/Workers Compensation benefits statement

(Supporting documentation will NOT be returned)

D. SIGNATURE

BY SIGNING BELOW, I CERTIFY UNDER PENALTY OF PERJURY THAT THE INFORMATION CONTAINED WITHIN THIS APPLICATION IS TRUE AND CORRECT AND THAT
I AM HEAD OF MY HOUSEHOLD AND ONLY RECEIVE LIFELINE SERVICE FROM VIRGIN MOBILE. I ALSO ACKNOWLEDGE THAT PROVIDING FALSE OR FRAUDULENT
DOCUMENTATION IN ORDER TO RECEIVE ASSISTANCE IS PUNISHABLE BY LAW AND THE PENALTIES OF PERJURY INCLUDE MONETARY FINES AND POTENTIAL
IMPRISONMENT.

I UNDERSTAND THAT COMPLETION OF THIS APPLICATION DOES NOT CONSTITUTE IMMEDIATE APPROVAL FOR THE VIRGIN MOBILE LIFELINE PROGRAM. I
AUTHORIZE VIRGIN MOBILE USA OR ITS DULY APPOINTED REPRESENTATIVE TO ACCESS ANY RECORDS (INCLUDING FINANCIAL RECORDS) REQUIRED TO VERIFY
MY STATEMENTS HEREIN AND TO CONFIRM MY ELIGIBILITY FOR THE VIRGIN MOBILE LIFELINE PROGRAM. I AUTHORIZE SOCIAL SERVICE AGENCY
REPRESENTATIVES TO DISCUSS WITH AND/OR PROVIDE INFORMATION TO VIRGIN MOBILE USA VERIFYING MY PARTICIPATION IN PUBLIC ASSISTANCE PROGRAMS
THAT QUALIFY ME FOR LIFELINE. I ALSO AUTHORIZE VIRGIN MOBILE USA TO RELEASE ANY RECORDS (INCLUDING FINANCIAL RECORDS) REQUIRED FOR THE
ADMINISTRATION OF THE LIFELINE PROGRAM.

I UNDERSTAND THAT I MAY BE REQUIRED TO VERIFY MY CONTINUED ELIGIBILITY FOR LIFELINE AT ANY TIME. FAILURE TO VERIFY ELIGIBILITY WILL RESULT IN
TERMINATION OF THE VIRGIN MOBILE LIFELINE PROGRAM. IN THE FUTURE, IF MY TOTAL HOUSEHOLD INCOME EXCEEDS 135% OF THE FEDERAL POVERTY
GUIDELINES, OR I AM NO LONGER ELIGIBLE TO RECEIVE BENEFITS FROM AT LEAST ONE OF THE QUALIFYING PUBLIC ASSISTANCE PROGRAMS LISTED ABOVE, I
WILL NOTIFY VIRGIN MOBILE USA WITHIN FIVE (5) DAYS.

I UNDERSTAND THAT LIFELINE IS ONLY AVAILABLE FOR ONE LANDLINE OR WIRELESS PHONE LINE PER HOUSEHOLD. IF I CURRENTLY HAVE A LIFELINE PLAN
WITH A DIFFERENT PHONE SERVICE PROVIDER, I WILL NOTIFY MY CURRENT PROVIDER WHEN I AM APPROVED FOR THE VIRGIN MOBILE LIFELINE PROGRAM.

Signature Date

Printed Name

IF YOU HAVE QUESTIONS ABOUT THIS FORM PLEASE
CALL

PHONE 1-888-898-4888 or TTY 1-XXX-XXX-XXXX
9am to 12am ET (Mon–Fri)
9am to 11pm ET (Sat & Sun)

PLEASE RETURN THIS FORM ALONG WITH COPIES
OF SUPPORTING DOCUMENTATION

BY XX/XX/XX

«CustomerID»























PUBLIC SERVICE COMMISSION 
OF WEST VIRGINIA 

CHARLESTON 

Entered: August 31,2010 

CASE NO. 10-0246-C-PC 

VIRGIN MOBILE USA, L.P. 
Petition for consent and approval for limited 
designation as an eligible telecommunications carrier. 

RECOMMENDED DECISION 

On February 24,20 10, Virgin Mobile USA, L.P. (Virgin Mobile), a public telephone utility, 
Warren, New Jersey, filed a petition with the Public Service Commission, pursuant to Section 
214(e)(2) of the Telecommunications Act of 1934, as amended (Act), seeking designation as an 
eligible telecommunications carrier (ETC) solely for the purposes of offering prepaid wireless 
telecommunications services supported by the Universal Service Fund (USF) Lifeline program. 
Virgin Mobile asserted that it meets all of the qualifications necessary to be designated as an ETC 
under Act $2 14(e)( 1) to offer services supported by the Lifeline program. 

On March 25,2010, Staff Attorney Chris Howard filed the Initial Joint Staff Memorandum, 
attaching the March 22,20 10 Utilities Division Initial Recommendation from Utilities Analyst David 
Kennedy, indicating that, once it had completed its investigation, Commission Staff would submit 
a substantive recommendation. Virgin Mobile became a wholly owned subsidiary of Sprint Nextel 
Corporation (Sprint Nextel) on November 24, 2009, after Sprint Nextel obtained approval of the 
acquisition from the Federal Communications Commission (FCC), effective September 1,2009, and 
obtained approval for the acquisition from the Commission in Case No. 09-1563-C-PC by Order 
entered on October 28,2009. The FCC designated Virgin Mobile as an ETC for the limited purpose 
of providing service under the Lifeline program in the states ofNew York, North Carolina, Tennessee 
and Virginia, with the FCC granting forbearance from the facilities-based requirement. Virgin 
Mobile anticipates that, in West Virginia, eligible customers qualifying under the Lifeline program 
will receive 200 free anytime minutes each month, including components such as voice mail, caller 
ID and call waiting. In addition to the 200 free minutes, eligible customers will be able to obtain 
additional calling time at $0.10 per minute for voice services and $0.15 per minute for text messaging 
services. Staff detailed the specific requirements that Virgin Mobile must meet before the 
Commission can designate it as an ETC. 
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By the Commission Referral Order entered on April 7,20 10, the Commission referred this case 
to the Division of Administrative Law Judges (ALJ Division) for decision on or before September 
22,2010. 

On April 26,2010, Virgin Mobile filed responses to data requests from Staff. 

On May 24, 2010, Staff Attorney Howard submitted the Final Joint Staff Memorandum, 
attaching the May 19, 20 10 Utilities Division Final Recommendation from Mr. Kennedy. Staff 
opined that Virgin Mobile had failed to provide the Commission with sufficient information required 
by the Act so that the Commission could designate Virgin Mobile with ETC status. Unless Virgin 
Mobile provides all of the information and documentation required, Staff recommended that the 
Commission deny the petition. The Act, as amended in 1996, provides that only designated ETCs are 
eligible to receive funds from the USF. In order to be designated as an ETC, a carrier must be a 
common carrier as determined by federal law; offer services using its own facilities or a combination 
of its own facilities and resale, throughout the designated service area; advertise the availability of 
its service offering using media of general distribution; and provide universal service obligations 
throughout a designated geographic area. In addition, the Act mandates that ETCs must also provide 
nine specific support services, i.e., voice grade access to the public switched telephone network; local 
usage; dual-tone multi-frequency (DTMF) signal or its functional equivalent; single party service or 
its functional equivalent; access to emergency services; access to operator services; access to 
interexchange services; access to directory assistance; and toll limitation for qualifying low-income 
customers. Staff concedes that Virgin Mobile has satisfied the common carrier requirement. As a 
wholly owned subsidiary of Sprint Nextel, Virgin Mobile no longer operates as a reseller, but, instead, 
operates as a facilities-based carrier for purposes of $2 14(e)( 1)(A) of the Act. Virgin Mobile has 
asserted that it will advertise the availability and rates in conformance with the FCC requirements. 
Virgin Mobile would provide the universal service obligations throughout a designated geographic 
area, which is its entire service territory in West Virginia and which covers the service territories of 
two non-rural telephone companies, Le., Citizens Telecommunications Company of West Virginia 
and Verizon West Virginia Inc., and three rural telephone companies, i.e., Armstrong Telephone 
Company, Hardy Telecommunications, Inc., and West Side Telephone Company. Virgin Mobile 
provides voice grade access to the public switched telephone network (PSTN) and offers its 
customers service at bandwidth rates between 300 and 3,000 MHZ as required by the FCC. As part 
of providing voice grade access, an applicant must demonstrate that it offers a local usage plan that 
is comparable to the plan offered by the incumbent local exchange carrier (ILEC) in the relevant 
service territory. Virgin Mobile’s offering not only is comparable to the services provided by the 
ILECs, but will exceed them in several respects, Le., while the ILECs offer no free minutes, Virgin 
Mobile proposes to offer 200 anytime free minutes per month. Also, contrary to the ILECs’ offering 
of service only to a small geographical area, Virgin Mobile plans to allow its customers to use these 
free minutes to make calls to any area in the United States. Virgin Mobile will provide the functional 
equivalent of the requirement for the DTMF signal, single party service, access to emergency 
services, access to operator services, access to interexchange services (at no extra charge), access to 
directory assistance and toll limitation for qualifying low-income customers. Staff opined that Virgin 
Mobile’s application does not address a proposed certification process or the criteria for customer 
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eligibility, relying only on statements by its customers that they meet eligibility requirements for the 
Lifeline service. Staff recommended denial of the petition until this issue was addressed. 

On June 1 1, 201 0, Virgin Mobile responded to Commission Staffs final recommendations 
contained in Staffs May 24, 2010 filing. Virgin Mobile asserted that applicants for the Lifeline 
services are allowed to self-certify under penalty of perjury and that Virgin Mobile will use a form 
similar to the one used by the West Virginia Department of Health and Human Resources (DHHR). 
Currently, Virgin Mobile offers one application method, which includes completing the registration 
form that certifies that the customer is eligible for the Lifeline program and that authorizes the DHHR 
to release to Virgin Mobile any information necessary to confirm customer eligibility for the Lifeline 
program. This signed form must be returned to Virgin Mobile before the customer can participate 
in the Lifeline program. Based on its experience and feedback from its customers in seven other 
states, Virgin Mobile is developing two additional application methods in order to streamline the 
application process and make the Lifeline service more readily available to eligible customers, which 
Virgin Mobile anticipates will become available in late summer 20 10. One of these methods utilizes 
a secure online application process that obtains the same information as the written form and requires 
an electronic signature that is provided under penalty of perjury. The other method is to contact 
Virgin Mobile through a toll-free telephone number and provide that same information under penalty 
of perjury. Virgin Mobile plans to clearly inform the customers of the penalties of perjury prior to 
acceptingeither of these methods of self-certification, Virgin Mobile believes that the June 1 1,20 10 
filing clarifies any questions which Staff may have had about its filing and requested that the 
Commission grant it the requested ETC status. 

On June 17, 2010, Advocates for Universal Access, LLC (AUA), submitted a filing that 
questioned whether Virgin Mobile was providing all of the services that would actually assist low- 
income customers to have greater access to mobile services, and requested that the Commission grant 
it intervenor status. 

On June 28,2010, Virgin Mobile filed a document stating its opposition to AUA’s petition to 
intervene, indicating that AUA was not a legal entity authorized to transact business in West Virginia 
and was not represented by legal counsel. AUA is a Seattle-based entity claiming to be a consumer 
advocacy group without substantiating this claim. Virgin Mobile also asserted that AUA had failed 
to state a sufficient legal interest in the proceeding by failing to identify any specific group or class 
of customers it purports to represent in West Virginia or any other state. AUA has not disclosed its 
ownership, funding, membership, governing authorities or its working relationship with other parties 
in the industry. Virgin Mobile indicated that AUA merely has stated some concerns in hopes of 
delaying the petition and that AUA has tried this unsuccessfully in other jurisdictions. Virgin Mobile 
also asserted that AUA would not measurably or constructively add to the scope of  the case, Le., 
Staffs review of the application is extensive and exhaustive of all requirements of law. Virgin 
Mobile believes that AUA’s participation in the proceeding will cause only confusion and delay. 
Virgin Mobile again requested that the Commission grant the application, since it has met all of the 
requirements for designation as an ETC for the limited purposes of participating in the USF to 
enhance Virgin Mobile’s ability to provide the Lifeline program in West Virginia. 
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By the Procedural Order issued on July 27,2010, in light of the additional information filed 
by Virgin Mobile, the Administrative Law Judge (ALJ) required Commission Staff to file a final 
substantive recommendation by August 6,2010. The ALJ indicated that, absent good cause shown 
by Commission Staff, the ALJ would enter a recommended decision granting Virgin Mobile the 
requested ETC status. 

On July 29, 2010, West Virginia Health Right, Inc. (WVHR), who indicated that it is an 
advocate for the impoverished uninsured, submitted a letter expressing its interest in the proceeding, 
indicating that the Commission should consider the fact that, in other states, Virgin Mobile charged 
a fee in advance for text messaging; did not roll over to the next month any unused minutes of the 200 
free minutes; and the price which Virgin Mobile proposed to charge for text messaging is unclear. 

On August 4,2020, Dollar Energy Fund, West Virginia Utility Assistance Program (WVUAP), 
submitted a letter of concern about Virgin Mobile’s proposal, mirroring those concerns of WVHR. 

On August 5,2010, Staff Attorney Howard submitted the Further Joint Staff Memorandum, 
attaching the August 4, 2010 Utilities Division Further Final Recommendation prepared by Mr. 
Kennedy. Staff believes that Virgin Mobile has now addressed its concerns as well as those of AUA. 
Staff noted that the Commission has granted ETC status to two other prepaid wireless service 
providers, each of which have a slightly different offering of services, including the Lifeline service. 
Staff believes that, if the Commission grants the petition and confers ETC status on Virgin Mobile, 
the public will be protected by the fact that three prepaid wireless service providers who provide the 
Lifeline service would be available. Staff opined that the forbearance from the facilities-based 
requirement previously granted by the FCC imposed additional requirements on Virgin Mobile. Staff 
opined that, since Virgin Mobile subsequently has become a wholIy owned subsidiary of Sprint 
Nextel, imposition of the FCC’s additional requirements attached to the forbearance from the 
facilities-based requirement would not be necessary. Staff recommended that the Commission grant 
the petition and confer ETC status on Virgin Mobile for the purpose of offering prepaid wireless 
Lifeline service supported by the USF to low-income households in West Virginia. Staff cautioned 
that the approval should be limited to participating in the Lifeline program and not for the Linkup 
high-cost program. Staff understands that Lifeline service under the brand name Assurance Wireless 
in West Virginia (Assurance Wireless) will be provided by Virgin Mobile. Staff indicated that its 
recommendation is predicated upon Virgin Mobile offering the following: 

1. EIigible customers will not be charged an activation or connection fee and are 
not required to make a cash deposit in order to commence service; 

2. Eligible customers qualifying under the Lifeline program will be able to use 
their existing handsets or elect to receive a free Assurance Wireless branded 
handset with E9 1 1 capability; 
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3. Eligible customers qualifying under the Lifeline program will receive 200 free 
minutes each month. Unused free minutes do not roll over to the next month, 
and expire at the end of the 30-day service cycle; 

4. Eligible customers qualifying under the Lifeline program will receive free voice 
mail, caller ID and Call Waiting features which will remain in effect after the 
200 free minutes have been consumed; and 

5 .  Eligible customers qualifying under the Lifeline program will be able to obtain 
additional prepaid calling time at the rate of $0.10 per minute for voice and at 
the rate of $0.10 per minute for text messaging services. Purchased minutes do 
not expire at the end of the 30-day service cycle and remain available until used 
or the customer account is terminated. 

Staff indicated that it did not recommend approval of the request for “the authority to modify the 
parameters of the offering as market conditions develop,” since such authority is too vague and broad 
to warrant inclusion as part of granting ETC status. Also, Staff opined that petitions to intervene by 
advocates should be denied, since the advocates cannot show a legal interest in the matter, as required 
by Rule 12.6.a. of the Commission’s Rules ofpractice and Procedure (Procedural Rules). Since the 
only issue is whether the Commission is prohibited from ruling on this matter in accordance with the 
FCC forbearance order, the petition should be granted as discussed above, since the Commission has 
jurisdiction to either grant or reject a petition for ETC status under Section 241(e) of the Act. 

On August 6,20 10, The Salvation Army (TSA) submitted a letter expressing its interest in the 
proceeding, indicating that the Commission should consider the fact that Virgin Mobile seeks to 
charge a fee in advance for text messaging services. 

Also on August 6, 2010, West Virginia Community Action Partnerships, Inc. (WVCAP), 
submitted a letter of concern mirroring the concerns of WVUAP and WVHR. 

Also on August 6, 20 10, Tyler MountaidCross Lanes Community Services (TMKLCS) 
submitted a letter voicing its concern that Virgin Mobile would be charging for text messaging 
services in advance without rolling over those minutes to the next month. 

On August 10, 2010, Daymark, Inc., submitted a letter mirroring the concerns of WVCAP, 
WVUAP and WVHR. 

Also on August 10,2010, Virgin Mobile submitted a letter responding to Commission Staffs 
final substantive recommendation filed on August 5, 2010. Virgin Mobile pointed out an 
inconsistency in Staffs recommendation, showing a rate for text messaging of $0.1 5 per minute at 
one location in the document and a rate of $0.10 per minute at another location. Virgin Mobile 
clarified that its proposed rate for text messaging is $0.10 per text message. 

~ 
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DISCUSSION 

Having considered all of the above, since no dispute remains to be resolved in this proceeding, 
as evidenced by the responses to Staffs final recommendation and the lack of a reply from Staff to 
the response filed by Virgin Mobile, the ALJ will consider the parties to have waived their rights 
under West Virginia Code §24-1-9(b) to file proposed findings of fact and conclusions of law, or 
briefs, in this proceeding, or to a hearing. 

The ALJ holds that, since Staff recommended that the Commission grant the petition and 
confer ETC status on Virgin Mobile for the purpose of offering prepaid wireless Lifeline service 
supported by the USF to low-income households in West Virginia, and not for the Linkup high-cost 
program, he will grant ETC status to Virgin Mobile as recommended by Staff. It is not reasonable 
to approve the request for “the authority to modify the parameters of the offering as market conditions 
develop,” since such authority is too vague and broad to warrant inclusion as part of granting ETC 
status. Also, the ALJ holds that the petitions to intervene filed by the advocates should be denied, 
since the advocates cannot show a legal interest in the matter, as required by Procedural Rule 12.6.a. 
Since the only issue is whether the Commission is prohibited from ruling on this matter in accordance 
with the FCC forbearance order, the petition should be granted as discussed above, since the 
Commission has jurisdiction to either grant or reject a petition for ETC status under Section 241(e) 
of the Act. 

FINDINGS OF FACT 

1. Virgin Mobile filed a petition with the Commission, pursuant to Section 214(e)(2) of 
the Act, as amended, seeking ETC designation solely for the purposes of offering prepaid wireless 
telecommunications services supported by the USF Lifeline program. Virgin Mobile asserted that 
it meets all of the qualifications necessary to be designated as an ETC under Act $2 14(e)( 1) to offer 
services supported by the Lifeline program. (See, February 24,2010 petition). 

2. Commission Staff initially expressed concern that Virgin Mobile’s application did not 
address a proposed certification process or the criteria for customer eligibility, relying only on 
statements by its customers that they meet the eligibility requirements for the Lifeline service. Staff 
believed that all other requirements for ETC designation had been met by Virgin Mobile. (See, May 
24,20 10 filing). 

3. Virgin Mobile asserted that applicants for the Lifeline services are allowed to self- 
certify under penalty of perjury and that Virgin Mobile will use a form similar to the one used by the 
DHHR. Currently, Virgin Mobile offers one application method, which includes completing the 
registration form that certifies that the customer is eligible for the Lifeline program and that 
authorizes the DHHR to release to Virgin Mobile any information necessary to confirm customer 
eligibility for the Lifeline program. This signed form must be returned to Virgin Mobile before the 
customer can participate in the Lifeline program. Based on its experience and feedback from its 
customers in seven other states, Virgin Mobile is developing two additional application methods in 
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order to streamline the application process and make the Lifeline service more readily available to 
eligible customers, which Virgin Mobile anticipates will become available in late summer 201 0. One 
of these methods utilizes a secure online application process that obtains the same infomation as the 
written form and requires an electronic signature that is provided under penalty of perjury. The other 
method is to contact Virgin Mobile through a toll-free telephone number and provide that same 
information under penalty of perjury. Virgin Mobile plans to clearly inform the customers of the 
penalties of perjury prior to accepting either of these methods of self-certification. (See, June 1 1, 
20 10 filing). 

4. AUA, WVHR, WVUAP, TSA, WVCAP, TMKLCS and Daymark, Inc., questioned 
whether Virgin Mobile was providing all of the services that would actually assist low-income 
customers to have greater access to mobile services; questioned Virgin Mobile’s proposal to charge 
a fee in advance for text messaging; complained that the 200 free minutes did not roll over to the next 
month; and asserted that the price which Virgin Mobile proposed to charge for text messaging is 
unclear, and AUA requested that the Commission grant it intervenor status. (See, June 29, July 29, 
and August 4 , 6  and 10,2010 filings). 

5 .  Virgin Mobile has now addressed Staffs concerns as well as those of AUA. Staff noted 
that the Commission has granted ETC status to two other prepaid wireless service providers, each of 
-which have a slightly different offering of services, including the Lifeline service, Staff believes that, 
if,tlie Commission grants the petition and confers ETC status on Virgin Mobile, the public will be 
protected by the fact that three prepaid wireless service providers who provide the Lifeline service 
would be available. (See, Further Joint Staff Memorandum, with attachment, filed on August 5, 
2010). 

6. In its fbrther recommendation, Staff recommended that the Commission grant the 
petition and confer ETC status on Virgin Mobile for the purpose of offering prepaid wireless Lifeline 
service to low income households in West Virginia supported by the USF. The approval should be 
limited to participating in the Lifeline program and not for the Linkup high-cost program. Virgin 
Mobile will provide the Lifeline service under the brand name Assurance Wireless. (See, Further 
Joint Staff Memorandum, with attachment, filed on August 5,2010). 

7. Staffs approval recommendation is predicated upon Virgin Mobile offering the 
following: 

(a) Eligible customers will not be charged an activation or connection fee and are 
not required to make a cash deposit in order to commence service; 

(b) Eligible customers qualifying under the Lifeline program will be able to use 
their existing handsets or elect to receive a free Assurance Wireless branded 
handset with E9 1 1 capability; 
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(c) Eligible customers qualifying under the Lifeline program will receive 200 free 
minutes each month. Unused free minutes do not roll over to the next month, 
and expire at the end of the 30-day service cycle; 

(d) Eligible customers qualifying under the Lifeline program will receive free voice 
mail, caller ID and Call Waiting features which will remain in effect after the 
200 free minutes have been consumed; and 

(e) Eligible customers qualifying under the Lifeline program will be able to obtain 
additional prepaid calling time at the rate of $0.10 per minute for voice and at 
the rate of $0.10 per minute for text messaging services. Purchased minutes do 
not expire at the end of the 30-day service cycle and remain available until used 
or the customer account is terminated. 

(See, Further Joint Staff Memorandum, with attachment, filed on August 5,2010). 

8. Staff did not recommend approval of Virgin Mobile’s request for “the authority to 
modify the parameters of the offering as market conditions develop,” since such authority is too vague 
and broad to wamant inclusion as part of granting ETC status. (See, Further Joint StaffMemorandum, 
with attachment, filed on August 5,2010). 

9. Staff opined that petitions to intervene by advocates should be denied, since the 
advocates cannot show a legal interest in the matter, as required by Procedural Rzde 12.6.a. (See, 
Further Joint Staff Memorandum, with attachment, filed on August 5,2010). 

10. Staff opined that the only issue is whether the Commission is prohibited from ruling 
on this matter in accordance with the FCC forbearance order. (See, Further Joint Staff Memorandum, 
with attachment, filed on August 5, 2010). 

1 1. Staff recommended that the petition should be granted as discussed above, since the 
Commission has jurisdiction to either grant or reject a petition for ETC status under Section 241(e) 
of the Act.  (See, Further Joint Staff Memorandum, with attachment, filed on August 5,2010). 

12. Virgin Mobile submitted aletter responding to Commission Staffs August 5,2010 final 
substantive recommendation, pointing out an inconsistency in Staffs recommendation, Le., showing 
a rate for text messaging of $0.15 per minute at one location in the document and a rate of $0.10 per 
minute at another location. Virgin Mobile clarified that its proposed rate for text messaging is $0.10 
per text message. (See, August 10,2010 filing). 

CONCLUSIONS OF LAW 

1, Since Staff recommended that the Commission grant the petition and confer ETC status 
on Virgin Mobile for the purpose of offering prepaid wireless Lifeline service supported by the USF 
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to low-income households in West Virginia and not for the Linkup high-cost program, predicated 
upon Virgin Mobile offering the following: 

Eligible customers will not be charged an activation or connection fee and are 
not required to make a cash deposit in order to commence service; 

Eligible customers qualifying under the Lifeline program will be able to use 
their existing handsets or elect to receive a free Assurance Wireless branded 
handset with E91 1 capability; 

Eligible customers qualifying under the Lifeline program will receive 200 free 
minutes each month. Unused free minutes do not roll over to the next month, 
and expire at the end of the 30-day service cycle; 

Eligible customers qualifying under the Lifeline program will receive free voice 
mail, caller ID and Call Waiting features which will remain in effect after the 
200 free minutes have been consumed; and 

Eligible customers qualifying under the Lifeline program will be able to obtain 
additional prepaid calling time at the rate of $0.10 per minute for voice and at 
the rate of $0.10 per minute for text messaging services. Purchased minutes do 
not expire at the end of the 30-day service cycle and remain available until used 
or the customer account is terminated; 

it is reasonable to grant ETC status to Virgin Mobile as recommended by Staff. 

2. It is not reasonable to approve the request for “the authority to modify the parameters 
of the offering as market conditions develop.” 

3. While it is reasonable to consider the concerns voiced by the various advocacy 
organizations, it is not reasonable to grant Intervenor status to any of those advocacy organizations, 
since they have not demonstrated a legal interest in the petition. 

4. Since the only issue is whether the Commission is prohibited from ruling on this matter 
in accordance with the FCC forbearance order, it is reasonable to grant the petition as discussed 
above, since the Commission has jurisdiction to either grant or reject a petition for ETC status under 
Section 241(e) of the Act. 

ORDER 

IT IS, THEREFORE, ORDERED that the petition filed with the Commission on  February 24, 
2010, by Virgin Mobile USA, L.P., pursuant to Section 214(e)(2) of the TeZecoPrtmunicatioizs Act of 
1934, as amended, seeking designation as an eligible telecommunications carrier solely for the 
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purposes of offering prepaid wireless telecommunications services supported by the Universal Service 
Fund Lifeline program, be, and hereby is, granted. 

IT IS FURTHER ORDERED that Virgin Mobile make provision for the following: 

Eligible customers will not be charged an activation or connection fee and are 
not required to make a cash deposit in order to commence service; 

Eligible customers qualifying under the Lifeline program will be able to use 
their existing handsets or elect to receive a free Assurance Wireless branded 
handset with E9 1 1 capability; 

Eligible customers qualifying under the Lifeline program will receive 200 free 
minutes each month. Unused free minutes do not roll over to the next month, 
and expire at the end of the 30-day service cycle; 

Eligible customers qualifying under the Lifeline program will receive free voice 
mail, caller ID and Call Waiting features which will remain in effect after the 
200 free minutes have been consumed; and 

Eligible customers qualifying under the Lifeline program will be able to obtain 
additional prepaid calling time at the rate of $0.10 per minute for voice and at 
the rate of $0.10 per minute for text messaging services. Purchased minutes do 
not expire at the end of the 30-day service cycle and remain available until used 
or the customer account is terminated. 

IT IS FURTHER ORDERED that the petition to intervene filed by Advocates for Universal 
Access, on June 17, 2010, be, and hereby is, denied. 

IT IS FURTHER ORDERED that this matter be, and hereby is, removed from the 
Commission’s docket of open cases. 

IT IS FURTHER ORDERED that the Executive Secretary serve a copy of this order upon the 
Commission by hand delivery; by electronic service upon all parties of record who have filed an e- 
service agreement with the Commission; and by United States Certified Mail, return receipt requested, 
upon all parties of record who have not filed an e-service agreement with the Commission. 

Leave hereby is granted to the parties to file written exceptions supported by a brief with the 
Executive Secretary of the Commission within fifteen (15) days of the date this Recommended 
Decision is mailed. If exceptions are filed, the parties filing exceptions shall certify to the Executive 
Secretary that all parties of record have been served said exceptions. 
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If no exceptions are so filed this Recommended Decision shall become the order of the 
Commission, without further action or order, five ( 5 )  days following the expiration of the aforesaid 
fifteen ( 15) day time period, unless it is ordered stayed or postponed by the Commission. 

Any party may request waiver of the right to file exceptions to an Administrative Law Judge’s 
recommended decision by filing an appropriate petition in writing with the Executive Secretary. No 
such waiver will be effective until approved by order of the Commission, nor shall any such waiver 
operate to make any Administrative Law Judge’s recommended decision the order of the Commission 
sooner than five (5) days after approval of such waiver by the Commission. 

Ronnie 2. MgCann 
Deputy Chief Administrative Law Judge 
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THERESE M. GOLDSMITH

S T A T E O F M A R Y L A N D

P U B L I C S E R V I C E C O M M I S S I O N

WILLIAM DONALD SCHAEFER TOWER  6 ST. PAUL STREET  BALTIMORE, MARYLAND 21202-6806

410-767-8000  Toll Free: 1-800-492-0474  FAX: 410-333-6495

MDRS: 1-800-735-2258 (TTY/Voice)  Website: www.psc.state.md.us

#17, 4/14/10 AM; ML#121433, TE-10097

April 14, 2010

Mr. Peter Lurie
Senior Vice President
Virgin Mobile USA, L.P.
10 Independence Blvd.
Warren, NJ 07059

Dear Mr. Lurie:

The Commission has reviewed the Petition for Designation as an Eligible
Telecommunications Carrier in Maryland for limited purpose of offering Lifeline Services filed
on February 12, 2010 by Virgin Mobile USA, L.P.

After considering this matter at the April 14, 2010 Administrative Meeting, the
Commission granted the company designation as an Eligible Telecommunications carrier
pursuant to 47 U.S.C. § 214(e) for the limited purpose of offering Lifeline service to qualified
households in Maryland following a 30-day comment period.

By Direction of the Commission,

/s/ Terry J. Romine

Terry J. Romine
Executive Secretary

TJR/gjd











































































A worry-free way to
stay connected

• A FREE Assurance Wireless phone

• 200 FREE minutes of wireless service each month for local calling 
  & Long-Distance calling within the U.S.

• FREE voicemail, call waiting, & caller ID

• FREE 911 access

• No long-term contracts, bills, activation fees, recurring fees, 
  or surcharges

If you decide to add money to your account 
with a credit/debit card, PayPal, or a Virgin 
Mobile Top-Up card, you can also take 
advantage of the following Virgin Mobile 
service options:

•  Additional minutes at 20¢ each

• Great low International rates to over 200 countries

• 15¢ text messages

• 411 service at $1.75 per call + standard airtime charges

• And so much more. Visit assurancewireless.com for details.

Free Assurance Wireless phones are dependent on availability and models shipped 
could vary. Pricing for domestic calls and messaging only. All domestic text prices 
are to send and receive. 

Assurance Wireless is not available in all areas. To see if Assurance Wireless is offered 
in your city or town, please visit assurancewireless.com or call 1-888-898-4888.

Assurance Wireless is brought to you by Virgin Mobile USA and is a Lifeline 
Assistance program supported by the Universal Service Fund. Lifeline Assistance is 
only available on one phone line per household. Assurance Wireless is available in 
limited geographic areas and is subject to the Assurance Wireless Terms of Service 
found on assurancewireless.com. SafeLink Wireless is a registered trademark of 
TracFone Wireless, Inc.

Virgin Mobile USA network services are provided on the NationwideSprint 
Network. Under Virgin Mobile USA’s agreement with Sprint, Virgin Mobile USA 
customers have access to service on the Nationwide Sprint Network reaching 
more than 280 million people. Coverage not available in all areas. Visit 
virginmobileusa.com for a detailed map and to check coverage in your area. 

Virgin Mobile USA is responsible for its services. Please contact 
Virgin Mobile USA (ourteam@virginmobileusa.com) with any questions 
or comments.

What do I get with 
Assurance Wireless?

• Medicaid

• Food Stamps /SNAP

• Supplemental Security Income (SSI)

• Temporary Assistance for Needy Families (TANF)

• Federal Public Housing Assistance (FPHA) or Section 8

• Low Income Home Energy Assistance (LIHEAP)

• National School Lunch Program’s Free Lunch Program

You qualify based on household income. Please call 
1-888-898-4888 to determine the income requirements in 
your state.

Although eligibility varies by state, you may 

qualify for Assurance Wireless if you participate 

in any of the following programs:

How do I qualify?

Call 1-888-898-4888 to apply today. We will be happy 
to walk you through the application process. You can 
use your current Virgin Mobile phone for Assurance 
Wireless if you’re already a Virgin Mobile customer. 

Virgin Mobile offers wireless services with nationwide 
coverage reaching more than 280 million people. Buy a 
Top-Up card from one of thousands of retailers that carry them.

How do I apply?

OR

If you qualify and are approved for 
the program, you’ll get:

Brought to you by Virgin Mobile

Brought to you by

More Free Minutes Than SafeLink Wireless®
200 Free Minutes Each Month

Call 1-888-898-4888 to 
apply for your free phone 
and free service. 

Or visit assurancewireless.com for 
more details.
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Americans, and particularly those in lower-income groups, are deriving clear
economic benefits from cell phones—even though low-income groups are far
less likely to own a cell phone.

The average amount of money earned by those who said they use their cell
phone to get work or make money was $748.50 last year, according to
analysis by polling firm Opinion Research Corp. (ORC). For households in
the bottom two quintiles making $35,000 or less, the mean reported earning
was $530. This translates to income gains of $4.5 billion, and suggests that –
if the 38% of these 45.2 million low-income, bottom quintile households that
do not now have cell phones were to start using them, and earn money at the
same rate as those households that do own cell phones—it would add $2.9
billion to household incomes.

This new study on cell phone usage in America is based on two new
surveys—a scientific national sampling of 1005 households by ORC and a
statistically large online sampling of 110,000 TracFone prepaid phone users.
While the study examines all cell phone owners, the focus is primarily on
benefits to those in the bottom two quintiles of household income (less than
$35,000), who are much less likely to own cell phones. Those who do not now
own a cell phone tend to be older (37% are retired), less educated (29% have a
high school education or less; 25% have some college but not completed), low
income (38% make less than $35,000 a year) or unemployed (30%). This
suggests that a significant minority of Americans who are most in need are not
benefiting from the economic gains that other Americans attribute to their cell
phones.

Another dominant finding is that super majorities from every demographic
segment say the cell phone is “extremely important” for “emergency use,” and
overwhelmingly prefer a cell phone to a landline phone as a security blanket.
Nearly half of respondents (48%) in the ORC survey have used their phone to
call or text during an emergency situation, a fifth (20%) have received an
emergency call or text on their cell phone, and nearly a third (32%) have
bought a cell phone for a relative to use in emergency situations. By more
than a 3-1 ratio, Americans say they prefer a cell phone to a landline phone for
emergency use.
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To a certain extent, these security results confirm the expected. But whereas
much has been made of the social and cultural impact of “anytime anywhere”
communications, these new insights into the productivity value at the
household level (rather than the firm level) are notable. More than three-
quarters of those polled by ORC use their cell phones to discuss work or
money, and nearly a third of those working say their cell phone has helped
them make money, get new work or customers. Far more respondents in blue
collar jobs say their cell phone has gotten them work or money (40%) than
those in white collar professions (27%)—as do far more prepaid (43%) than
postpaid (28%) cell phone owners. The gains for low-income Americans are
notable given that the average number of minutes (280 per month) was below
the overall average (303), and income tends to rise with minutes used.

But the income gains and potential noted above may be conservative figures,
as the ORC research was conducted by landline phone and may not have
reached those who are more active cell phone users, or those who rely
exclusively on cell phones, which is an estimated 5-10% of U.S. households.
Nor were respondents asked to quantify sums above $1,000, and 50% of
respondents cited gains of more than $1,000.

In the much larger (albeit non-scientific) Tracfone survey, where 30% of
working households (not retired, student, unemployed) attributed gains to their
cell phones, the average annual gain cited was a much higher $2,361 per
household. (Respondents were asked to quantify sums up to $10,000 and
above.) Using this calculus, if non-cell phone households in the two lower
income quintiles were to acquire phones and earn money at the same rate, it
would translate to $11.1 billion in new income gains. Thus, pending further
research, it is fair to use the ORC data as a lower bound and the TracFone data
as an upper bound, putting put the potential economic gain for low-income
households in the $2.9 to $11 billion range.

The ORC polling showed that another economic benefit for all income
segments was time savings, with more affluent households saving more time,
a function of using more minutes. Further, prepaid users, who are typically
less educated and from lower income households, and who use far fewer
minutes (209) than average, overwhelmingly cite monthly cost savings
compared to contract cell phones. In many cases, prepaid users have been
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unable to keep up with large and unanticipated monthly phones bill for
postpaid phones and switched to prepaid phones. While ORC pollsters did not
ask respondents to quantify savings, TracFone respondents estimated monthly
savings of $35 compared to postpaid phones, for an annualized total savings
of $419. Combining these savings with the income gains significantly
increases the already notable economic benefit to low-income households.

The overall conclusion is that the cell phone is extremely important to
Americans for personal safety, and a huge boon to an individual’s economic
productivity and earning power. The cell phone is particularly important to
blue collar, less educated and low-income segments, even though those groups
are far less likely to own cell phones.
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In the United States, telephone penetration rates (the number of households
with any telephone access) are dropping even as sales of mobile phones
skyrocket. [Mobile subscribers numbered 243 million in the middle of 2007
(CTIA annual survey).] The U.S. now has the second lowest telephone
penetration rate in the developed world.

Why are households in the richest country in the world losing telephone
access—in a country where universal access has been codified by regulators
since 1934, and where the number of cell phones far exceeds the number of
households? What benefits of telephony are being lost along with access? Are
any of the well-documented benefits of cell phones seen in the developing
world being replicated amongst low-income groups in the U.S.? These are the
questions this paper addresses.

Most of the recent studies on the impact of cell phones on poor populations
have focused on the developing world, where the sales growth and penetration
increase have been exponential and dramatic, and where the vast majority of
the world’s poor reside. Studies on the impact of cell phones in the developed
world, and the U.S. in particular, are scant in number. Studies that do exist
focus on social interaction and cultural and generational shifts, on ICT and
Internet broadband access, on productivity at the firm (not household) level,
or on high-level issues of infrastructure investment and competition.

Timeline studies on the impact of universal telephony (landline) are more
common. These studies show national income gains in developed countries,
particularly during the 1970-1990 period but more incremental in recent years,
since service levels are so high that very little incremental productivity or
economic gains are derived from adding small percentage of phones. But the
studies notably make little demographic breakout, and thus don’t focus on the
so-called “forgotten poor” in the developed world.

This is the first study that specifically targets the impact of cell phones on
poor and low-income households in the U.S. (the bottom two quintiles with
annual incomes less than $35,000) and comes at a time when the household
penetration rate is dropping, and more people are transitioning to wireless
phones only. Meanwhile, efforts to achieve universal service, which have
shown some signs of success in some states, focus exclusively on fixed line
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phones. In addition, this study attempts to draw some comparison between
users of prepaid cell phone users, who tend to be from lower income groups,
and contract (postpaid) cell phones.

In addition to a review of existing literature, the findings presented in this
paper are based on two new surveys, both of which focused on the security
and economic benefits of mobile phones. The primary survey was a scientific,
randomized (computer generated nth-caller) and representative national
probability sample of 1005 U.S. households, conducted by Opinion Research
Corp. Interviews were conducted with 504 men and 501 women 18 years of
age and older, living in private households in the continental United States,
during the weekend of Oct 25-28, 2007, by fixed-line phone interviews (i.e.,
cell phones were not used). Random digit dialing to both listed and unlisted
numbers was used.

Respondents split roughly evenly amongst those who used landline only
(233), used both cell and landline equally (292), used both but primarily
landline (241), and used both but primarily cell (221). Among cell phone
users, 167 (22%) said they were prepaid cell phone customers. Because all
calls were made to landlines, the survey did not capture those who either had
no phones, or had a cell phone only.

There were 753 cell phone users in the survey (75%), and most of the follow-
up questions were addressed to these respondents. Those with incomes less
than $35,000 and less than $50,000 were less likely to own cell phones, while
those with household incomes higher than $50,000 and those from dual-
income households were more likely to own a cell phone. Households with
three or more people, and those with more children, were more likely to use
cell phones, as were those with more education.

The second survey of more than 110,000 TracFone prepaid customers
(“National Survey on Social and Economic Impact of Cell Phones”), was
conducted during September 2007. This was not a scientific, randomized
survey of the U.S. population. TracFone customers were notified by email,
and self-selected respondents filled out a survey form on the Internet.
However, the number of responses do make it a statistically significant drill-
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down survey on the attitudes of prepaid phone owners; further, 12% of
respondents used a cell phone only, which gives a snapshot of a growing
minority of Americans.

Neither survey, of course, probed households without any phone access, thus
theories presented here on why household penetration rate is slipping derive
from a review of the literature and best guesses based on a combination of the
surveys and focus groups.

The most dominant finding from both surveys was that super majorities from
every demographic segment say the cell phone is “extremely important” for
“emergency use,” and overwhelmingly prefer a cell phone to a landline phone
as a security blanket. Nearly half of respondents have used their phone to call
or text during an emergency situation, and nearly a third have bought a cell
phone for a relative to use in emergency situations.

On the economic side, more than three-quarters of those working either full-
or part-time, use their cell phones to discuss work or money, with 45%
attributing more than a quarter of their calls to work. Nearly a third of those
working say their cell phone has helped them make money, get new work or
customers. Far more respondents in blue collar jobs say their cell phone has
gotten them work or jobs (40%) than those in white collar professions (27%);
not surprisingly, heavier cell phone users derived more economic gains. The
average amount of money earned for all cell phone users was $748 last year,
and higher ($874) for those who rely primarily on the cell phone. Households
making less than $35,000 a year, despite far fewer minutes used, earned an
average of $530, which translates into an aggregate economic benefit of $4.5
billion for that cohort.

In addition, three-quarters mention another economic benefit, which is saving
time. The average amount of time saved was 2.6 hours per week.

More than half (58%) said if they had to choose only one phone, it would be a
cell phone rather than a landline phone. Those who do not now have a cell
phone tend to be older (37% are retired), less educated (29% have a high
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school education or less), from households with less than $35,000 annual
income (38%) or unemployed (30%).

This suggests that a significant minority of Americans are not benefiting from
the safety and economic gains that other Americans attribute to their cell
phones. Based on income gains for those who do have phones, the data
suggest that if non-owners were to acquire cell phones and use them as
productively as others in their cohort, it would add anywhere from $2.9 billion
to $11.1 billion to income for households earning less than $35,000.

Overall, the findings suggest that the cell phone is a viable alternative to a
landline phone and for practical purposes is more valuable than a landline
phone. For those who cannot afford two phones, the cell phone is a better
option. Further, for those who cannot afford a contract cell phone, the prepaid
phone is a viable alternative. In the TracFone survey, for example, 34% of
Hispanics (1935 respondents) said they had a prepaid cell phone as their only
phone.

This paper first addresses the declining household penetration levels in the
U.S., and suggests several reasons why it may be occurring in a period of
exploding cell phone sales. I review the literature and theories on the impact
of cell phones on safety and crime prevention, before reviewing my own
survey results. Finally, I review the literature on the economic impact of
telecom in the developed world, before describing my own surveys that focus
on the United States. A conclusion follows.

Household phone penetration in the U.S. rose from 91.8% in 1984, just before
the breakup of AT&T, to 94% in 1997, and to 95.5% in March 2003. Given
the rapid rise in cell phone sales and subscriptions, one would expect the
phone-penetration rate to remain steady or keep rising, even given that more
and more households convert to wireless phone only. But by March 2006, the
penetration rate had dropped to 92.9% (FCC 2007), a statistically significant
decline, with younger households showing the greatest decline, and larger
households the least decline. Virtually every state and every income group
shows a decline in penetration. Approximately 3.7 million fewer U.S.
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households now have the ability to dial 911 in an emergency (Zimmerman,
2007). With the exception of Portugal, all of the EU 15 member countries and
Canada have higher household telephone penetration rates than the U.S
(Gabel & Gideon, 2006).

Since lower penetration rates are typically observed at lower income levels,
particularly among recent immigrants, illegal immigrants, Hispanic and
African-American households, not to mention large numbers of white
households, and because communications has been proven to be so important
to personal and economic security (and reproved by these new surveys), it’s
important to understand the reasons behind the lower penetration and how it
has impacted income potential.

Universal service has been a goal of U.S. policy makers since the
Communications Act of 1934 codified its terms: “To make available, so far as
possible, to all the people of the United States, a rapid, efficient, Nation-wide,
and world-wide wire and radio communication service with adequate facilities
at reasonable charges.” The initial use of the term “universal service,” by
AT&T president Vail in 1907, was corporate speak for a monopoly as
opposed to the “dual service” allowed under competition. Nonetheless, the
goal of universal service, reaching all households at a reasonable cost, was
part of the rationale for allowing AT&T’s Bell-system monopoly.

Typically, high long-distance rates have subsidized lower local calling rates;
high business rates have subsidized lower residential rates; and higher
urban rates have subsidized rural rates. Since the Telecommunications Act
of 1996, there has been significant “rate rebalancing” to move toward market-
value pricing.

Many have written about the market distortions caused by the inherent
subsidies, although most studies find that the elasticity of connection with
respect to price is low, and there are relatively small gains in penetration when
prices are lowered (Crandall and Waverman 2000; Garbacz and Thompson
2005; Rosston and Wimmer 2000). Studies suggest that the initial connection
fee is more of an impediment to access than the monthly usage fees.
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Controlling costs.

A recent paper (Milne, 2006) suggests that traditional regulatory provisions
for ‘social tariffs’ have been focused on fixed lines—when people in
developed countries on low or irregular incomes are increasingly abandoning
fixed lines for the flexibility of prepaid mobile phones. Pre-payment
eliminates bills and provides full user control of cash outgoings, both features
that people on slim budgets tend to appreciate. For people who make little use
of the phone, the relevant tariffs often reduce cash outlays overall compared
with a fixed line (relatively high call charges being offset by low or zero
regular payments).

Milne suggests that much of the innovation with prepaid phones is occurring
in the developing world, but could have useful applications in developed
countries. For example, over-the-air person-to-person credit transfers could be
very popular for ‘rescuing’ friends and family members when their call credit
unexpectedly runs out. And mobile commerce (allowing small payments, such
as parking fees, through mobile phones), now spreading rapidly among the
‘unbanked’ in the developing world (particularly in South Asia and sub-
Saharan Africa), could be especially valuable to some groups in developed
countries—for example, elderly people who have traditionally preferred to use
cash but now have difficulty getting out and about.

Dual phone ownership.

Another perspective on penetration declines (Gideon and Gabel, 2006)
suggests that local rate rebalancing brought on by competition (Knittel 2004)
and the consequent rise in landline pricing might be a possible cause for an
increase in disconnects, although the authors note the many papers showing
low elasticities of price related to service.

Amore likely cause of disconnects, the authors hypothesize, is the cost impact
of dual-phone ownership, a function of an increase in wireless phones per
capita. As households add wireless phones to their “monthly nut,” the bills can
get out of control. Contract wireless phones lead to volatile, unpredictable and
large phone bills that result in disconnecting both landline and cell phone. In
other cases, low-income households may even substitute a wireless for a
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landline phone to save money, but then experience unpredictably high bills —
from paying for received calls as well as outgoing, confusing details of calling
plans, and usage of minutes beyond the fixed price package. In both cases, the
household’s telephone service may be cut off.

Households with cell phone service only are most vulnerable. They are most
likely to be students, renters, single-person households, and low-income
households (Tucker et al, 2005). These wireless subscribers are disconnected,
and then unable to reconnect landline service due to outstanding balances or
poor credit history.

Given these scenarios, it’s surprising that in Gideon and Gabel’s econometric
regressions, poverty itself is not a particular driver of the penetration decrease,
although they find the recent decline in penetration levels partially driven by
an increase in black and recent immigrant populations, which tend to be
lower-income households.

Our own surveys tend to support this hypothesis. In our TracFone survey, 65%
of those who relied on just a prepaid cell phone had household incomes less
than $35,000. (Since Opinion Research Corp. conducted surveys by landline
phone, no respondents relied exclusively on cell phones.)

Inadequate consumer protection laws.

States with inadequate consumer protection laws also see higher levels of
disconnects, as consumers who purchase wireline and wireless from the same
provider can be disconnected from both for nonpayment of their wireless bill.
As a test of the thesis that consumer laws are at fault, the authors included a
dummy variable in their econometric regressions for states where Qwest
provides service.

Qwest is the only ILEC that does not own a wireless network (although it is a
reseller of wireless service). As a consequence, Qwest is likely to be less
aggressive in marketing wireless service to its landline customers. In states
where Qwest operates there was an increase in telephone penetration,
supporting the authors’ hypothesis that aggressive marketing of additional
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services may be making bills less predictable and pushing people off the
network.

Although the authors do not differentiate between prepaid and postpaid
wireless accounts, it should be noted that prepaid customers cannot be cut off
(although they can, of course, voluntarily stop using the phone for extended
periods with minimal repercussions). This would suggest that those with
prepaid phones, and therefore less volatile and more controllable bills without
hidden costs, would be less likely to lose all telephone service if, in fact, dual-
phone ownership is a determining factor in dual disconnects.

Lifeline and Link-Up Programs.

Government-led efforts to extend telephone service through programs such as
Lifeline and Link Up have been effective to a point, particularly where there
have been “full or high assistance” levels of support. Between 1984 and 1997,
low-income households (less than $10,000 in 1984 dollars, which is
essentially the poverty line for a family of four in 2006 dollars) with
assistance increased their penetration level from 79.3% to 85.5% (FCC, 2007),
nearly double the increase rate of households without assistance. But between
1997 and 2006, the gains have been minimal (1.2%) for those states offering
“full or high assistance” levels. In states with “intermediate” (-.2%) or “low”
(-2.7%) assistance levels, penetration rates amongst the poorest households
have dropped.

While the level of assistance obviously shows impact, FCC data also shows
that between 2003 and 2006, the percentage of households with telephone
service dropped roughly 3 percentage points in every single income group,
clearly supporting the theory that poverty alone cannot explain the declines.

However effective Lifeline and Link-Up programs may or may not be, it’s
clear that neither program is currently effective in stemming the disconnection
tide that is contributing to one of the lowest phone penetration rates in the
developed world. Current efforts to improve the effectiveness of these
programs, including a surge of over $600 million in support for the Lifeline
Across America, are being implemented without evidence that they are likely
to work, according to Gideon and Gabel.
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Garbacz and Thompson (2003) also find that in the U.S. both “untargeted and
targeted universal service policies for households during the period 1970-2000
were ineffective, inefficient and generally counter-productive.”

One of the drivers behind universal service is importance of communications
for health and safety concerns, especially for people living in rural or remote
areas. As it turns out, the cell phone is exponentially more valuable and
important as a hedge against danger and emergency than the landline phone.

When it comes to citizen safety and cell phones, the presumption is that cell
phones provide people with a way to communicate if stranded or hurt, or to
report a crime in progress. People anywhere under emergency duress of any
kind—even stuffed in the trunk of a car—can call 911 for help. The particular
value of the cell phone in this context was fully realized during the 9/11
attacks, when cell phones not only allowed people to say their last goodbyes,
but more likely than not prevented a second plane from hitting a key target in
Washington, D.C., as passengers aboard Flight 93 learned from the ground
about the other planes hitting the World Trade Center.

The Department of the Interior, in its “Safe and Secure” memo, noting that a
violent crime is committed every 15 seconds in the U.S., urges people to carry
a cell phone and preprogram it to dial the police emergency number (911 or
otherwise). “If you hit the preprogrammed 911 button and can’t talk, the
police might still be able to find you… Many police departments have
electronic locators.” The report suggests that if you don’t have a cell phone,
“fake it—if the criminal thinks that you are calling for help, he/she may leave
you alone.”

Since the Virginia Tech campus murders in spring 2007, many college
campuses have set up emergency texting systems to alert students to danger.
Increasingly, public safety officials auto broadcast evacuation information
during emergencies to landline and/or cell phones, alerting home owners
during the 2007 wildfires in San Diego (landline), or students at St. John’s
University campus during a 2007 shooting incident (cell phones).
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According to a recent Forrester Research study, approximately 35% of the
United State's mobile subscriber population has used text messaging, although
texting is largely confined to younger age groups. Given the growing
dominance of this communication platform, text messaging provides an
additional and viable way for organizations and communities to communicate
important information—including safety alerts, preparation procedures and
security notifications with students, parents, faculty and staff.

Our own surveys show that the primary importance of a cell phone for the vast
majority of owners is for use in an emergency. It’s interesting to reflect that
the idea of “emergency use” was the rationale that many early adopters gave
when spending money on what many perceived to be a luxury item—the
question is whether people have that idea ingrained in their perception of a
cell phone or whether it is more grounded in reality. Survey results suggest the
latter, with a high degree of cohesiveness between the two surveys.

In the ORC survey, 82% said emergency use was extremely important, and
13% said somewhat important. In the TracFone survey, the results were 89%
and 9%, respectively. While the ORC responses were uniformly positive
across all segments, there were a few groups that were significantly more
likely to say yes than others: females more so than males; 45-54 years more so
than 55+ (probably due to the higher incidence of teenage children); people
from the Northeast and South more so than people from North Central states;
and urban more so than rural. Income, education, and household size had no
such skews.

Nearly half (48%) said they had used a cell phone to make a call or send a text
message in an emergency. College grads were more likely to have done so
than high school grads, and those making more than $75,000 a year were
more likely than those making less than $25,000 a year. Only 20% of the ORC
respondents reported receiving a call or text in an emergency.

When asked if they had ever bought a cell phone for a relative to use in
emergency situations, 32% ORC respondents said yes; when asked which
phone was more important to them in an emergency, 62% of ORC respondents
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said a cell phone (and 18% said a cell phone and landline were equally
important).

It’s interesting to note that if people had to choose one phone to use for all
purposes, 58% said they would choose a cell phone (with an overall
preference for contract phones)—with college grads and high-income groups
preferring contract cell, and low-income preferring prepaid.

The results on the value of a cell phone for safety and emergencies are
overwhelmingly uniform, segment by segment, in naming “emergency use” as
the primary use of the mobile phone—and in naming the mobile phone as
superior in that regard to the landline phone. This carries implications for
policy makers. If one of the drivers behind universal service is to insure that
people have telephone access in a health or safety emergency, the phone of
choice for the vast majority of Americans—young and old, male and female,
poor and rich—is a cell phone.

It is by now a widespread assumption that increases in telephone penetration
(and ICT overall) lead to an increase in labor productivity and national income
gains. This is in part because one aspect of telecommunications infrastructure,
which distinguishes it from other public infrastructure projects, is the so-
called “network effect”: the more users, the more value is derived by those
users (as seen clearly by the success of Microsoft’s operating system). The
impact of such a network externality—which decreases transaction costs—is
that any economic gains deriving from it will not be linear, but will accelerate
as critical mass is achieved.

Garbacz and Thompson (Sun Moon Lake Publishers, 2003), comparing the
Economic Freedom Index to telephone penetration and universal access
threshold (set as 300 mainlines per 1,000 people) as a driver of production
efficiency, find that real GDP per worker is a function of telephone access,
which “significantly reduces production inefficiency and therefore is
conducive to greater productivity.”

The definitive study on the causal relationship between telecommunications
and income gains is a study of 21 OECD countries over a 20-year period
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(1970-1990) (Roller and Waverman 2001). The paper employs a “two-model
technique,” which allows the authors to factor out “reverse causality,” i.e., the
fact that an increase in demand for telecommunication services could be a
function of economic growth due to other causes.

When controlling for fixed effects (including labor and capital) Roller and
Waverman conclude that for the OECD country average over that 20-year
span, the impact of telecommunications is .59 percentage points of annual
GNP growth. Given that the OECD countries’ GDP grew at a compounded
annual rate of 1.96 percent from 1970-1990, they attribute a little less than
one-third of growth to telecommunications investment and penetration. While
the U.S. and Canada had near-universal service in 1970, Portugal, France, and
Italy, for example, had only 6, 8, and 12 phones per 100 people, respectively.

When dividing countries according to low, medium or high levels of
penetration, the authors find that with high penetration rates the “impact of
aggregate economic growth is substantially larger…in fact, twice as large for
the high end as for the low and medium ends.” They conclude that in a
country with a penetration rate of 40% (phones per 1,000), which approaches
a household penetration rate in excess of 90% (assuming 2-2.5 people per
household), the growth rate will be double that of a country with 20%
penetration levels, all other factors held fixed. These increasing returns on
investment are consistent with the presence of network externalities—and
show that the goal of universal service is not only a question of equity, but a
recognition of the income-enhancing properties of telecommunications.

In a similar study of developing countries that focuses on mobile phones
(Waverman, Meschi & Fuss, 2005), the authors find that “mobile telephony
has a positive and significant impact on economic growth, and this impact
may be twice as large in developing countries compared to developed
countries,” which already have fully-articulated fixed line networks.

Waverman et al conclude that all else held equal, a low-income country with
10 more mobile phones per 100 people than another country would enjoy a
per capita growth rate higher by .59 percentage points. The results suggest that
long-run growth in the Philippines could be as much as 1% higher than in
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Indonesia, were the mobile gap evident in 2003 maintained (the Philippines
had 27 mobiles per 100, compared to 9 for Indonesia). This study was
followed by a 2007 McKinsey study of telephone penetration in China, which
came to virtually the same conclusion.

While the two Waverman studies are valid—and their credibility is
particularly enhanced since they essentially replicate findings in developed
and developing countries—it’s possible they underestimate the added labor
productivity that the addition of wireless phones can make to a developed
economy such as that of the U.S. In a study for the CTIA on the U.S. wireless
telecom industry, Ovum cites the Waverman study as being a “top down
econometric” study and asserts the need to consider a “bottom up case study”
approach (Entner, R. & Lewin, D., 2005).

To quantify the productivity gains in the U.S. at the firm level, Ovum looked
at 8,172 job types involving 132.7 million employees as outlined in the
Current Employment Statistics for 2004. Ovum then identified 4,983 job types
with 75.8 million employees that would benefit from wireless telecom,
although the benefits are hard to quantify.

Another metric is the “consumer surplus,” which measures the amount
consumers are willing to pay for an item minus the cost they actually pay. To
the extent that it can be accurately measured, the consumer surplus is a clear
indication of a product’s value to consumers (which in this case also includes
businesses). Here, Ovum estimates a mobile-phone consumer surplus of $157
billion for the year 2004; previous estimates from other analysts were $80 to
$150 billion for 2003 (Jerry Hausman), and $80 billion for 2003 (Thomas
Hazlett’s testimony to the U.S. Senate).

Ovum compares the consumer surplus of $157 billion to the producer surplus
of $10.3 billion, which means that 94% of the total surplus goes to consumers.
By contrast, the producer surplus in the U.K., where carriers charge more and
achieve twice as much EBITDA as U.S. carriers, the producer surplus is 12%
of the total surplus. If U.S. carriers were to charge the same price as U.K.
carriers, Ovum contends, the consumer surplus would be cut in half.

by Nicholas P. Sullivan Page 18

Cell Phones Provide Significant Economic Gains For Low-Income American Households

Consumer Surplus
from Mobile Phones



At the consumer level, the relative importance of telecommunications
compared to other possible household expenditures can be gleaned by long-
term spending patterns by households in OECD countries. Starting from an
Index of 100 in 1990, spending on communications has increased more than
that for health, education, housing, transport, clothing and other key categories
(OECD, 2005).

Moving beyond the macro-economic impact of ICT on aggregate GNP, this
paper strives to answer two micro-economic income-related questions: how
do Americans perceive the economic benefits of their cell phones; and, in
particular, what benefits do poor and low-income demographic segments in
the U.S., which include many recent and illegal immigrants and others with no
or low credit ratings, that have relatively low phone penetration rates, attribute
to their cell phones? In an age of declining phone penetration rates, the issues
are important for policy makers.

Importance of mobile phones for work or business.

When ORC asked respondents to rank the uses of their cell phone in order of
importance, 66% said the cell phone was “extremely” or “somewhat”
important for work or business. Those who were employed, used contract
phones, and had higher incomes were more likely to say yes.

Interestingly, the breakdown segments for the 37% who cited the cell phone as
“extremely” important were pretty evenly split across the board—with prepaid
and postpaid virtually identical at 36% and 37%, respectively—with slight
skews toward the 25-44 age group, males, and African Americans.

Calls devoted to work or money.

Monthly cell phone use is much higher among those who are employed (343.3
minutes) than among those who are retired (178) or not employed (275).
When those working full- or part-time were asked if they made phone calls
related to work or money, 75% said yes, with a decided skew toward those
with more education and higher incomes. As might be expected, respondents
in households with less than $35,000 income said fewer of their calls (20%)
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were about work or money than households with incomes of $75,000 or more
(29%)—nonetheless, low income respondents clearly perceive the cell phone
at least in part as a work tool. More than half of those from households
making less than $25,000 make calls about money or work, although only
16% attribute actual income to the phone.

Of all those making calls about work, 41% said more than a quarter of their
calls were about money. For the 21% of those who said more than half their
calls were about work or money, nearly a third (31%) use prepaid phones,
compared to 19% for postpaid owners. Again, these callers were more likely
to be white collar and well educated. Note, however, that postpaid subscribers
typically use far more minutes (331) than prepaid owners (209), who are
much more price sensitive. The survey did not distinguish between a personal
cell phone and a company owned phone.

The mean percentage of all mobile calls about work or money was 27.2%;
excluding those who said they don’t use their phone for work, the mean was
35.9%.

The mobile phone as money maker.

In the ORC survey, 31% of those working either full- or part-time said their
“cell phone has helped make money, get work, or get new customers,” with
43% of men answering yes, and only 16% of women. Surprisingly, (given the
likelihood of less education and household income), 43% of prepaid users said
yes, compared to just 28% postpaid owners. Far more blue collar (40%) than
white collar professionals (27%) say their cell phone has helped them make
money. Combining these two findings, intuition suggests that that self-
employed blue-collar trades people are more likely to rely on their cell phone
as their primary communications device—and choose a prepaid phone
because it is less expensive than a contract cell phone.

More than half (62%) of those who had earned money thanks to their cell
phone said they had earned more than $500 in the previous year—and 50%
had earned more than $1,000. More than half the men in the $500-plus
category attributed earnings of more than $1,000 to their cell phone. The
overall average income gain was $748, and would likely be much higher had
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ORC asked respondents to quantify gains of more than $1,000. (In the
Tracfone survey, where respondents were asked to quantify gains up to
$10,000 and above, the average earning was $2,361.) Although the survey did
not distinguish between those who were self-employed and those who worked
for employers, intuition suggests that a plurality if not a majority of those
attributing concrete income gains were self-employed, or perhaps sales agents
on commission.

The Tracfone survey, however, did break out the self-employed (6,018 total
respondents) from the total TracFone universe (110,000 respondents). A
significant 44.2% of the self-employed call the phone “extremely important”
as a work tool, with 30.4% allocating more than half their calls to work, and
41% saying the phone had helped them get work or earn money. And nearly
half of those (49.2%) attributed more than $1,000 in earning to the phone
(11.4% earned between $5,000 and $10,000; and 10% earned more than
$10,000).

Saving time and money.

Beyond income, both surveys showed clear economic benefits in terms of
time and money saved. The same number of people (75%) who said they used
the phone for work said the cell phone saves them time. (In the TracFone
survey, 75% also said their cell phone saves them time.) Younger people,
those with higher incomes, those with bigger families, and those with larger
households, are more likely to mention larger time savings. The average
amount of time saved per week was 2.6 hours. Those who rely primarily on
their cell phone (as opposed to landline) are much more likely to save more
than three hours a week.

On saving money, the question was asked only of prepaid phone owners, as
the primary reason to use a prepaid phone is to lower costs. In the ORC
random sampling survey, 65% of prepaid owners said the phone saves them
money, compared to a landline or contract cell phone. In the TracFone survey,
80% said their prepaid phone saves them money, compared to landline or
contract cell phones, with a majority (59%) saying they save more than $25 a
month, including 12% who save $50-$100. The average monthly savings for
TracFone users was $35 a month, or $419 a year.
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Intuition would suggest that there is little overlap between those who say they
are saving money and those who say they are making money, as evidence
suggests that using more minutes (and thus spending more) leads to more
income gains, but the survey did not tease out that information. Either way,
it’s important to include time and cost savings in the calculus of overall
economic benefit.

The majority (75%) of cell phone owners use the phone for work-related
purposes, although it is not the most important function of the phone. The
phone is most important as a security blanket in case of emergency, and
secondarily as a way to stay in touch with family and relatives. The amount of
calls devoted to work or money is a function of whether the cell phone is a
primary phone, and a function of the type of work people do. For instance,
blue collar workers appear to rely more heavily on the cell phone as a work
tool than white collar professionals, which may indicate that they are self-
employed. The amount of money people make (and time they save) is largely
a function of the number of minutes they use per month (although education
levels also play a major role), and because low-income households are more
price sensitive, they use fewer minutes and earn less on average. However,
because low-income households are the least likely to own cell phones, it is by
adding phones in this cohort (less than $35,000) that the largest income gains
would be realized, potentially upwards of $10 billion or more.

As policy makers struggle to identify ways to increase penetration levels in
low-income households, this paper examines the benefits of mobiles phones
for low-income households, through a review of the literature and two new
surveys.

In an era of exponential growth in the wireless market, the telephone
penetration rate in the U.S. is dropping, and now ranks second to last in the
developed world. The reasons for this are not clear, but the most plausible
explanation is that as more households take out multiple wireless phones, the
volatility of monthly bills results in losing both landline and mobile phones.
Declining rates of penetration are particularly acute in states with weak
consumer protection laws. Although penetration declines are evident across
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the income spectrum, those with lower incomes have always had much lower
penetration levels, in the 75-85% range, well shy of universal service.

At the same time, more households are relying on mobile phones exclusively.
In low-income segments of the population, particularly Hispanics and
households with less than $35,000 income, large numbers are turning to the
prepaid phone as their only phone. Whether this is out of choice or necessity
is unclear. But it seems likely that many of these households may have lost
both landline and wireless phones, don’t have the credit to re-subscribe, and
adopt prepaid as a way to rejoin the communications grid.

The primary benefit of cell phones is as a security blanket in case of
emergency. This is true across the board for all demographic segments, with
almost no variation. Similarly, all demographic segments choose the mobile
phone as more valuable than the landline phone for emergency use.

Amajor secondary benefit is economic: income gains because of reduced
transaction costs, time savings, and, for prepaid users, money savings over
landline and contract cell phones. Clearly, the mobile phone in a developed
country will not have the radical and positive accelerator affect it does on the
GDP in a developing country, where phone penetration levels are below 20%.
However, as more low-income households convert to mobile phones only, and
particularly prepaid mobile phones, there is evidence of economic gain at the
micro (household) level. And if larger numbers of low-income households
were to adopt cell phones and use them productively, aggregate income gains
might easily top $10 billion.

While income gains in our surveys were generally higher at higher income
levels, in large part because the affluent can afford to use more minutes, more
than half of working households making less than $25,000 make calls about
money or work, and far more blue collar workers than white collar
professionals say their cell phone has helped them make money. Similarly,
majorities from all income segments cited time savings, with more affluent
households saving more time, again a function of minutes used. Prepaid users,
who are typically less educated and from lower income households,
overwhelmingly cite monthly cost savings compared to landline or contract
cell phones.
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The overall conclusion is that the cell phone is extremely important to
Americans for personal safety, and a huge boon to an individual’s economic
security. By and large, it is perceived to be more practical than the landline
phone by significant minorities and, in some cases, super majorities,
depending on the segment interviewed. And for significant percentages of
some populations, the prepaid cell phone is their only phone.
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