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Apple’s iPhone Is Telecom Bling -- Reporters Missed the Real Story --- Control of the Wireless Networks, Cost of Service, Speed, and Service Restrictions:

What's Hidden in AT&T’s 'Fine Print'?
Before you buy an Apple iPhone, you should read the ‘fine print’ in AT&T’s wireless service contract. The first question every customer should ask is ---Why did Apple, the standard for innovative techno-cool, partner with a telecom curmudgeon that has a penchant for not caring about their customers. AT&T’s “Data Connect Unlimited” wireless network used for the iPhone is slow, expensive and a downright restrictive network, not ‘unlimited” as the name implies.
Most reporters have been praising Apple’s new phone. Yet it is clear that while the phone is the new wunderkind of industrial design and customer interface, the reporters missed the main issue --- This is a wireless phone and broadband service, and an AT&T control issue -- not a techno-toy issue. And the fine print and tricks of the wireless trade are downright offensive and need to be addressed.
Here are just a few things you may not know from AT&T’s fine print. 
Cost of Service, Service Requirements, Billing Issues

· Using the iPhone requires a 2-year contract with AT&T. 
· Expensive: Requires approximately $2,280, over $1,730 in wireless costs.
· Double billing. You and the caller both get charged for the same call.

· All uses of the network are always rounded up to the nearest kilobyte or minute. 
· Customers can be billed for “network errors” and “network overhead".
· Customers can be billed even though the call doesn't go through, even for busy signals, even if it is the networks' fault. Customers also get charged for unsolicited messages.
· Bogus fees are added to the bill including the Regulatory Cost Recovery Charge. 
· $175.00 “Termination” fee is now standard.

· International messages are charged additional fees as are files over 300Kbps.
· Over your quota: get gouged: 40¢ per minute and 69¢ per minute roaming offnet.

Problems with AT&T’s Offering
· “Unlimited” Service is mostly hype. 

· Top speed seems to be 200Kbps, standard-speed wireless in Asia is 15+ times that.

· The services are not secure and can't block your phone number. 

· Prohibited uses include VOIP, like Skype or Vonage.
· “Except for content formatted in accordance with AT&T's content standards, unlimited plans cannot be used for uploading, downloading or streaming of video content (e.g. Movies, tv), music or games…” 
· Service is not intended to provide full-time connections.
· Wi-Fi service is limited.

· The current mobile email service doesn't support attachments.
· If the customer uses the service too much, or does ‘offnet’ calls, they can be terminated.
Why can't you simply use the phone on any network? Why are there all these restrictions? Why was it rolled out on an inferior wireless network? How is it that “unlimited” means restricted or pay more?
Wireless Issues: 

Putting the iPhone as pretty-telephone-bauble aside, the real story is about the control of the wireless networks and devices and how anti-customer most of these services have become. And it is important to discuss these issues now. The FCC is currently holding a new auction for wireless spectrum and it is clear that the large phone companies have been able to take control of previous auctions and the results have been closed, slow,  uncompetitive wireless networks. 

America is 15th in the world in broadband and Europe and Asia are laughing at us. Our wireline and wireless services are years behind in terms of speed and pricing.  Worse, the FCC has been lax in examining the actual cost of service, the restrictions placed on use, or odious issues, from $175 termination fee, required 2-year contract, or using the term 'unlimited' when the telcos really mean – “until we disconnect you for using your service too much”. None of this could have happened had there been serious wireline and wireless competition.
Putting a new state-of-the-art piece of technology over the AT&T network may sound like a selling point, but it’s really pairing innovation with the equivalent of an expensive pair of tin cans and string.

Before you buy this phone, you should ask yourself – Do I really want to be burdened with AT&T’s service for 2 years when I’m buying a computer and phone? Steve Jobs of Apple, in response to knock-off phones coming from China, claims that AT&T has a history of protecting privacy and can be trusted.

“The iPhone has special software that assures you will always use the trusted AT&T cellular network. Lacking this software, the myPhone accepts any SIM card from any random network. Users may find themselves connected to a network that doesn't have the reputation for service, trust and protecting the privacy of customers that AT&T has. In addition, users may be stuck without 2 years of guaranteed AT&T service.”

Trust is in the eye of the beholder. AT&T is currently overcharging their loyal long distance customers and local customers. For the last five years, AT&T has been continuously raising rates of these customers --- many low volume, low income and seniors --- forcing customers to either pay through the nose or discontinue service. See our Harvard Nieman article: http://www.niemanwatchdog.org/index.cfm?fuseaction=background.view&backgroundid=00148 

Protecting Privacy? AT&T is being sued in multiple cases because it supposedly has a room set up to illegally monitor calls and emails for the NSA. Here is Electronic Frontier Foundation’s FAQ: http://www.eff.org/legal/cases/att/faq.php 

“EFF filed a class-action lawsuit against AT&T, accusing the telecom giant of violating the law and the privacy of its customers by collaborating with the National Security Agency (NSA) in its massive and illegal domestic spying program to wiretap and data-mine Americans' communications.”


Quality of Service? AT&T wireless advertisements focus on the claim that the company has the fewest dropped calls. This is being challenged in the courts as many reputable research firms claim that AT&T does not have this distinction.
“…independent studies by … J.D. Powers & Associates and Consumer Reports, found (AT&T) Cingular to be the worst or one of the worst carriers in dropped-call performance…”

An article about the case: http://www.ucan.org/blog/telecommunications/wireless/cingular_fewest_dropped_calls_myth_debunked_in_new_lawsuit 

And when it comes to wireless spectrum, AT&T and the other large phone companies were able to get over $8 billion in savings by acquiring spectrum that had been allocated for “very small businesses”. (We filed a complaint about this.)
http://www.newnetworks.com/wirelesscomplaint.htm 

FCC Commissioner Adelstein on April 25, 2006 wrote:
"We missed a real opportunity to shut down what almost everyone recognizes has the potential for the largest abuse of our Designated Entity program: giant wireless companies using false fronts to get spectrum on the cheap." 

Next steps: 


Columbia law professor Tim Wu suggests that to make the iPhone itself more “revolutionary” Apple should open up the code for multiple carriers. 

“If Apple wanted to be "revolutionary," it would sell an unlocked version of the iPhone that, like a computer, you could bring to the carrier of your choice. An even more radical device would be the "X Phone"—a phone on permanent roam that chose whatever network was providing the best service…Of course, getting that phone to market would be difficult, and Apple hasn't tried.”

See http://www.slate.com/id/2169352/ 

Moreover, the upcoming 700 MHz wireless spectrum auctions are underway and too complicated to detail here.  The bottom-line is America needs open wireless networks, and it should be clear to anyone who is considering buying an iPhone that the AT&T networks should not be the only network for this innovative product. Some information about wireless spectrum from the New America Foundation.

http://www.newamerica.net/issues/telecom_and_technology# 

CONCLUSION: Examine the fine print of the AT&T contract—then you decide.  

NOTE: When you go to the link you will realize that the contract and specific information is hard to find, but look for “plan terms” to attempt to read an unreadable document.
http://www.wireless.att.com/cell-phone-service/specials/iPhoneCenter.html?source=IC980100110q5400 

Cost of Service, Service Requirements, Billing Issues

1) 
iPhone Requires a 2-Year Contract with AT&T.
“To use iPhone, you’ll need to sign up for a 2-year service agreement or a renewed 2-year service agreement."
2)  
Expensive: Requires $2,280, Over $1,730 in Wireless Costs.

The iPhone is expensive, but when you combine the cost of service with the iPhone, it cost at least $59.99 plus taxes and surcharges a month -- over $1,730, and the phone $500-$600.
“There are currently two versions of iPhone available. $499 for the 4GB model and $599 for the 8 GB model.” 
AT&T’s offering: AT&T has a number of plans for data and wireless phone service. The iPhone plans starts at $59.99 for 450 minutes and 200 text messages, and goes to $219.00.
http://www.apple.com/iphone/easysetup/rateplans.html 

“Requires $59.99 Data Connect Unlimited… a two year agreement.” 
3) 
 Double Billing. You and the Caller Both Get Charged for the Same Call.

Fact:  When you get called, you get charged for incoming calls and the person calling you also gets charged. This is now standard US practice for wireless plans.
4) 
All Use of the Networks Are Always Rounded Up to the Nearest Kilobyte or  

 
Minute. 
This is from in the fine print, (as it appeared in caps).
Data usage  is always rounded up:
"DATA TRANSPORT IS BILLED IN FULL-KILOBYTE INCREMENTS, AND ACTUAL TRANSPORT IS ROUNDED UP TO THE NEXT FULL-KILOBYTE INCREMENT AT THE END OF EACH DATA SESSION FOR BILLING PURPOSES. AT&T CHARGES A FULL KILOBYTE OF DATA TRANSPORT. “
Phone usage is referred to as “Airtime”,  is always rounded up:
“AIRTIME AND OTHER MEASURED USAGE ARE BILLED IN FULL-MINUTE INCREMENTS AND ROUNDED UP TO THE NEXT FULL-MINUTE INCREMENT AT THE END OF EACH CALL FOR BILLING PURPOSES."

This practice is now standard and is anti-competitive. In the 1990’s, phone companies, to be competitive, created “6 second billing”, where the call was rounded to the nearest 1/10th of a minute. This change adds 15+% to the average bill. Moreover, the companies now have all gone to full minute billing, full kilobyte billing, so that they can make an extra minute on almost every transaction.
5) 
Customers Are Billed for “Network Errors” and “Network Overhead".
"FOR EVERY FRACTION OF THE LAST KILOBYTE OF DATA TRANSPORT USED ON EACH DATA SESSION… NETWORK OVERHEAD, SOFTWARE UPDATE REQUESTS, AND RESEND REQUESTS CAUSED BY NETWORK ERRORS CAN INCREASE MEASURED KILOBYTES.” 

As one analyst wrote about “network overhead”.


”’Network overhead’ means all the bits used for any purpose whatsoever. If you resend a packet because best efforts wasn't good enough then you are charged.”
What is a”data session”? 


“The definition of a ‘data session’ is itself problematic because the connection to the Internet is persistent but they can have arbitrary timeouts. They cannot identity individual connections, there aren't any, and they can't really measure by destination IP addresses. But some carriers are attempting to force you to use their caching but that's not realistic.”

What percentage of the costs of the calls are created through network errors or overhead? What is a ‘data session’ really comprised of?
6) 
Billed Even Though the Call Doesn't Go Through, Even Busy Signals.
"Unanswered outgoing calls of 30 seconds or longer incur airtime."
According to AT&T, after 30 seconds it becomes a call, even if the call was a busy signal, even if it didn’t connect to the called party. And in some cases, the network itself may take up the time to make the call a chargeable event. How much extra are customers being billed? 
7) 
Bogus Fees Added to the Bill:  Regulatory Cost Recovery Charge 
The “Regulatory Cost Recovery Charge” is a made-up charge that should have been included in the cost of service instead of a separate line item. Most carriers are charging this fee, even though it is not government mandated or a legitimate tax. By making it a separate line item, the phone company gets more money and doesn’t have to include this line item in the advertised cost of service. According to AT&T:
"The Regulatory Cost Recovery Charge is a charge assessed by AT&T and is not a tax or government-mandated charge. This charge is subject to change from time to time as the cost of compliance changes.

"The purpose of the charge is to defray AT&T's costs associated with payment of fees and compliance with various initiatives imposed by the government. Please note that costs may be incurred and charged prior to initiation of any of the respective services."

8) 
$175.00 Termination Fee.

$175 has been become the industry standard on how to charge a customer for terminating service before the contract expires.
“An Early Termination Fee of $175 may be assessed against you in the event that you terminate your Wireless Service Agreement and/or selected plan before the expiration of its term.”
This is very problematic if you just bought a $500 computer-phone. The contract is 2 years so what happens if Apple finally allows the phone to be used on other networks, some of which may be faster or cheaper in 6 months? 

9) 
International Messages Are Charged Additional Fees as Are Files Over 300Kbps.
While it cost nothing extra to send an email overseas using the Internet, AT&T has decided that all messages outside the US or larger than 300 K should cost extra:

“International messages not included. Charges for international messages sent from the U.S. are 20¢ for Text Messages and 50¢ for Picture/Video Messages. Additional charges for premium messages and content apply. Messages over 300 KBs billed an additional 50¢/message.”
10)  
Over Your Quota: Get Gouged: 40¢ Per Minute and 69¢ Roaming Offnet.

We could not find the rate for a phone call if the customer extends past their stated limit. However, it seems that these fees apply. 
"Voice: If you have a voice-capable device, unless you request voice blocking, select a data plan that restricts voice access or select a qualified voice plan, the default rate for voice calls on the AT&T network are 40¢ per minute and 69¢ per minute for domestic roaming voice calls off the AT&T network (rates are subject to change without notice)."

Problems with the Service Offering: Unlimited is Hype.
11) 
The Services Are Not Secure and Can't Block Your Phone Number. 
The service can't block your phone number and you get charged for incoming calls from unsolicited callers or messages.
"Caller ID blocking is not available when using the Services, and your wireless number is transmitted to Internet sites you visit. You may receive unsolicited messages from third parties as a result of visiting Internet sites, and a per-message charge may apply whether the message is read or unread, solicited or unsolicited."

12) 
The Current Mobile Email Service Doesn't Support Attachments. 
"Mobile Email---E-mail attachments can not be sent, downloaded, read, or forwarded on the mobile device."

13) 
Prohibited Uses and “Unlimited” Sales Hype.

Even though the service is called "unlimited" they are simply using that word as a marketing concept, not an actual service description. You can't use the service for VOIP and worse "unlimited plans cannot be used for uploading, downloading or streaming of video content (e.g. movies, tv), music or games." Here are just some of the restrictions:
"Data Service sessions prohibited uses include, but are not limited to, using services:
(I) With server devices or with host computer applications, including, without limitation, web camera posts or broadcasts, continuous jpeg file transfers, automatic data feeds, telemetry applications, peer-to-peer (p2p) file sharing, automated functions or any other machine-to-machine applications; 
(II)  as substitute or backup for private lines or dedicated data connections; 
(III)  for voice over ip; 
(IV)  in conjunction with wwan or other applications or devices which aggregate usage from multiple sources prior to transmission; 
(V) Using the services for any activity that adversely affects the ability of other people or systems to use either the services or other parties' internet-based resources including, but not limited to excessive consumption of network or system resources (whether intentional or unintentional) and "denial of service" (dos) attacks against another network host or individual user; or interference with or disruption of other network users, network services or network equipment.
(VI)  Except for content formatted in accordance with at&t's content standards, unlimited plans cannot be used for uploading, downloading or streaming of video content (e.g. movies, tv), music or games. Furthermore, unlimited plans (except for dataconnect and blackberry tethered) cannot be used for any applications that tether the device (through use of, including without limitation, connection kits, other phone/pda-to-computer accessories, bluetooth® or any other wireless technology) to laptops, pcs, or other equipment for any purpose” 
14) 
Service Is Not Intended to Provide Full-Time Connections: Unlimited is Hype.
Don’t use the service too much or the phone company can terminate your service. 

“Service is not intended to provide full-time connections, and the Service may be discontinued after a significant period of inactivity or after sessions of excessive usage. AT&T reserves the right to (i) limit throughput or amount of data transferred, deny Service and/or terminate Service, without notice, to anyone it believes is using the Service in any manner prohibited above or whose usage adversely impacts its network or service levels or hinders access to its network… You may not use the Services other than as intended by AT&T and applicable law.” 

15) 
Wi-Fi Service is Limited. 
"To ensure that the Wi-Fi Service is not being used fraudulently, AT&T limits your usage of the Wi-Fi Service to 150 uses per month."

Does that mean that if you lose signal a few times during one session, or you are traveling and go between ‘hot spots’ you can rack up lots of ‘uses’?

16)
 “Offnet” Restrictions

If you have a service and you happen to call other ‘offnet’ services, including wireline phones, or non-AT&T subscribers, you have to ‘limit’ your use, be charged or be terminated. 

“If your usage of the Services (including unlimited data and messaging plans) on other carrier's networks ("offnet usage") during any two consecutive months exceeds your offnet usage allowance, AT&T may at its option terminate your wireless service or access to data Services, deny your continued use of other carriers' coverage, or change your plan to one imposing usage charges for offnet usage. Your offnet usage allowance is equal to the lesser of 6 megabytes or 20% of the kilobytes included with your plan, and for messaging plans the lesser of 3000 messages or 50% of the messages included with your plan.”
17) 
Plan Goobly-gook 
Anyone trying to understand their wireless plans may just throw up their arms in disqust. There are plan fees, taxes and surcharges, roaming fees, text fees, Night and Weekend Minutes, Mobile to Mobile Minutes, Anytime Minutes and Rollover Minutes, EDGE/GPRS and BroadbandConnect, offnet, AT&T Video clips, Data Connect Unlimited, WI-FI CONNECT, constraints on ‘unlimited plans including “20% of 6 Megabits offnet”, “150 uses of Wi-Fi”, and other restrictions. 
If the customer only goes by what the web site displays, much of the important data – from the restrictions, the overages of minutes or text messaging, or the limitation of the plans are ALL missing or hidden. As of this writing we could not find a clear outline of the extra charges someone incurs by going over their plan minutes. 
18) 
Comparing US and Other Broadband Countries: America Is being Laughed At.


Why did iPhone get deployed on a slow, closed network? That answer may not be known, but it is clear that iPhone is being deployed on an old-technology network, and is neither state-of-the-art nor fast. Here’s some info about the networks.
http://blogs.business2.com/apple/2007/06/bandwidth-101-w.html 

“High-speed” for AT&T’s wireless network seems to be about 200Kbps, AT&T's EDGE network was delivering roughly 40 Kbps before it was upgraded in advance of iPhone's launch. This is compared to what is called “3G”, which is a faster service, but compared to the rest of the world, especially Asia, we’re light-years behind.
America is 15th in the world in broadband and AT&T is notorious for failing to deploy previous fiber optic commitments and its new “U-Verse” service is the laughing stock of the world as the plan is to roll out inferior services using the old copper wiring to complete the broadband connection instead of a complete fiber solution.  In short, when AT&T deploys it is deploying services that are inferior to what is already considered slow in most of the world, from Asia to Europe. See: http://www.newnetworks.com/broadbandscandals.htm 
For example, the Wall Street Journal stated that it was common for people to make a 10- second video and email it to their friends. 

“When Tomomi Suzuki returned to her hometown on vacation last summer, she wanted to give friends back in Tokyo a taste of what she was doing. One night during a fireworks festival, she used her cellphone to make a 10-second video of the spectacle and e-mailed it directly to chums in the Japanese capital… ‘I do this all the time,’ the 21-year-old nightclub hostess says….In heavily networked Japan and South Korea, young people such as Ms. Suzuki don't think twice about using their mobile phones to create short movies, watch the Webcam inside their home or download pop songs…”

And one writer outlined how there was already a 40% penetration of the faster 3G wireless services by 2006. 

“While it is very early days for 3G in most countries, mobile operators in Japan and South Korea have already reached 40% penetration of 3G services.
 
Worse, a recent story in USAToday outlined new findings, showing that America’s broadband is really a dirt road compared to Asia or Europe. Japan’s download speed is 33 times faster than America’s broadband.


"The median U.S. download speed now is 1.97 megabits per second — a fraction of the 61 megabits per second enjoyed by consumers in Japan ... Other speedy countries include South Korea (median 45 megabits), France (17 megabits) and Canada (7 megabits)."

19)  
The Upcoming Wireless Spectrum Auctions 
The upcoming 700 MHz wireless spectrum auctions are underway and too complicated to detail here but the bottom-line is America needs open wireless networks, and it should be clear to anyone who is considering buying an iPhone that the AT&T networks should not be the only network for this innovative product. 
Here’s some information about wireless spectrum from the New America Foundation.
http://www.newamerica.net/issues/telecom_and_technology# 
Columbia law professor Tim Wu suggests that to make the phone itself more “revolutionary” Apple should  open up the code for multiple carriers. 

“If Apple wanted to be "revolutionary," it would sell an unlocked version of the iPhone that, like a computer, you could bring to the carrier of your choice. An even more radical device would be the "X Phone"—a phone on permanent roam that chose whatever network was providing the best service. Imagine, for example, using your iPhone to talk on Sprint because it had the best voice coverage in Alaska, while at the same time using Verizon's 3G network for Internet access. Of course, getting that phone to market would be difficult, and Apple hasn't tried.”

He also points to other flaws in AT&T’s deployment of Wi-Fi, among other telecom/wireless issues.  http://www.slate.com/id/2169352/ 
In sum – America needs a new plan for its wireless future. The fact that AT&T has buckets of restrictions, even on ‘unlimited’ plans, and the fact that you simply can’t just take your business and phone elsewhere are serious issues. 
It’s time to come to grips with America’s failure to be competitive, both locally and globally. We need new wireless services that are fast, and that are open to devices, without restrictions.

If Apple wants to be an innovator and revolutionary, it should consider how their current partner, AT&T, was the wrong choice and take steps to help to build a wireless future. 
And if you’re still thinking of buying iPhone and the AT&T package – read the fine print.

� NOTE: This is based on the cheapest service rate for telecom, not counting overages, etc, 20% tax rate including additional fees.  And the phone is based on dividing the cost of 2 phones. 





� Lessons U.S. Can Learn From Asia's '3g' Experience 


By Rebecca Buckman And Ginny Parker Staff Reporters of the Wall Street Journal


� � HYPERLINK "http://planetinternet.wordpress.com/2006/04/19/lessons-from-3g-in-japan-and-south-korea/" ��http://planetinternet.wordpress.com/2006/04/19/lessons-from-3g-in-japan-and-south-korea/�, April 19th, 2006


� � HYPERLINK "http://tinyurl.com/39ngcb" \o "blocked::http://tinyurl.com/39ngcb" �http://tinyurl.com/39ngcb�
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