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The Pederal C~unlcatiohllCoaaission ("pcc")

propo_ to utilize CCHlpeti'tive blddinC) for the allocation

of ra410frequency spect.rua for ~rcial use. The

Ccmai••ion sbould 'take .dvan~age of tha't authori'ty and

design a COJIINI't;l~ive biddincJ 1IY.t.ea which is simple,

understandable and facilitates conqr••s' objectives of

developing and rapidly deployi.ncJ new 'tecbnoloqie. and

service., fUrthering the econoaic opportunity of urqetac:t

group., eneurinq diverse participation in these .ervices and

recovering for the public a portion of the value of spectrua

employed for caBaarcial u••• 47 U.S.C. S 309(j)(3).

The Ca.mis.ion'. Mot1ea ot Proposed Ruleaaking

represents a thorough and thoughtful undertaking of that

responsibility, though it talls .hort of these objectives in
-,
_veraI respects. In particular, Southwe.'tern Bell

Corporation ("SBC") urges the Ca.mission 'to reconsider its

tentative deoision to allow initial licensing of personal

ca.aun1cation service on an aggregated nationwi4. basis

'through an unnece••arily coaplex and cumber.ome biddinq

proce.s.

SBC also oppose. the FCC's tentative conclu.ion to

apply campeti'tive bidding to .lcrewave licens•• wbich are

routinely uaed as int.enaediate links by looal excbange

- i -
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carriers to t.cili~at. local excbaage service and by

cellular cattiers ~o ..intain ancS grow t:heir core bwJin_a.

S8C aUCJges1:8 that tha ea-i.sion str~ine and

sblplify its proposed auction procedure.. SBC aa1ntairul

that 'the FCC ahould abandon it:s coabinatoz-ial bidding op~ion

uaing aealed bidding. Rather, with r.,ard .pacifically ~

Personal COIIJIW1icat:ion servie.., the co_i.sion should allow

rea.onable, regional aggregation of Kajor Tradine] Araa. and

of Basic Trading Are.s 1:hrouCJh the usa of sequential,

gaoqraphic oral biddinq rounds. In any evant:, SBC urq.. the

ca.a1s.!on to anforce si:rictly all performance requiremants

to avoid waruouainq and unjust anricbaent, and supports the

i~o.ition of such requir..ents on the currently pendinq

"fill in" licanse. for cellular service.

SBe also supports the i~o.ition of a subetantial
.~,

d.posit fee, forfeitable if the applicant is Bucces.ful in

bidding but unqualified. It advocatea t.he use of Treasury

bills to ••et tha obligation of upfront payaents, and •

11.1t of $50 .i1lion a. • aui.. uptront payment. Finally,

the COIUIis.ion shOUld adopt only the 1Iost _ini_l of

transfar restriction. for licenae. after initial auction, ao

that this scarce resource may be used .ost effectively and

expaclitiouely.

- Ii -
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DID'%IL aT? 'I' pr lURiN.'.' IV" SP'IO'!TXOW

Southwe.tern Bell corporation ("SBC"), on behalf of

it••lf and its .ubeidiaries, subaita the.e initial comments on

the COIIais.ion'. propo••d rules to t.pl••ent the competitive

bidding provision. of Title VI of the oanibus Budget

R.conciliation Act of 1993 ("Budget Act"), 47 U.S.C. S309(j).

I. UTBODQCTXON

-'!; Th. BudcJet Act contained tvo provisions which will

significantly alter the landscape ot wirele.s .ervices in the

Unit.ed stat... The•• provisions authorize the FCC to u.e

cCDlp81:1tive bidding to award license. tor radiofrequency spectrua

.nd .eek to equalize the reCJUlatory tr••taent ot various wirel...

servia... Coupled with the comai••ion'8 cont.inulnq efforts to

create new comaercial virele.. .ervic•• , th... chanq.. will open

an unprece4ented .et ot opportun!tie. for participation by

virtually every .ector of the public. ~ the emlli••ion

undertake. ~o iapl~t the CODCjZ'e••ional _ndate, it must exert

every effort to ensure that the pollcy of the Congre•• tavorinq



I ..

innovation, diversity, and an .fficim\~ and widespread .y.'t_ of

teleca.aunication services acroas 'the oountry, are achieved..

!'bis proc..4inq ia devoted ~o only one of those

objectivea: iapl-.ntinv a syR_ of coapeti~lve bi4clinq 'to

award licen... for u.. of the radio speatrua. The CO-i••ion hall

J)een aoving tovarcl such. sy.ta for .cae tiae. Por cellular

.ervice, the Ca.ai.sion initially utili••d the tradi'tional

cc..parative hearill9 process to dete.raine which ot .ul~ipl.

applications for a ainv1e geographic are. should be granted.

When this proce.. becaae too caber.o••, the CeMmi••ion eJlbarJtecl

on a series of lot~eriea. The lotterie., however, had two

aiCJlliflcant cli••dvan~a9... Pirst, they 4id not aimplify the

adlliniatrative procea. but aignificantly complicated it by

floodilUJ the coaai8.ion with applications. Second, the lot~eri••

did nothinq to enaure that the public recouped th. valua ot ~he

apeetruJa. Instead, the lotteri•• reward.d any unqualified
-~

applicants who wera .uoces.ful aarely by chance. While tha

ca.ai••ion was 1n the proce.s of deteraininq Whether it had

authority under the communications Act to adopt yet another

ayataa, such as coapetitive bidding, Convres. act.acl to

speoifically award the authority to the Commission.

Con9r.._ haa ..de clear the objective. which are to be

..t by the c~a.ion'. ayst_ of c01ip8titiv. bl44ing. S.ction

309 (j) (2) (B) of the Coaaun1cationa Act enunciat•• t.hr•• goals:

Firat, the .yate. .hould promote aconaaic opportunity and

cmapatition, second, it .hould avoid an exceseiva concentration

- 2 -
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of liceu.. and provide opportunities =targeted qroup.; and

'third. 'the public ahould recover a portion of the value of 1:he

public apectr\Da ••de a"ailable tor c~cial use. The aore

traditional goals of afficient and intenaiva utilization of

apeetru1I and 'tha devalopaant and rapid deplop'ant ot new

tachnologia., products and service., are reiterated in tha B\ldget

Act.

Til.a objectives should qovarn t:he ccmai••ion' •

•••••_nt of the necea.lty, worth and practicality of any

provision of it. cOIIp8titive biddllU1 rule.. sac applaud. the

ccmai.aion'. datanainat!on to .at the tiJIe-llne .andated by

Conqre.s. In several sign!ficant re.pects, howaver, sac JlUSt

respectfully di.agree with the Ca.ai.alon'. propo.ed rules.

II. PRINCIPLES FOR DETERMINING WDTHKR A LICENSE SHOULD BE
AtlCTIONID.

A. The ~omai••ion Must Require Mutual Excluaivity Amonq
Applications For A Licen.e To Be Subject To Competitive

-'_; Bidding.

Obviously, bidding for a lieanB. which does not have

.ultiple application. would be ••aninqle.. and unnecessarily

delay service. Tbe _aning of the terainoloqy "1IIutual

. exclusivity, It however, require••oae coaaent. Mutual exclusivity

...na tbat two applications seek to u.. tha ._ spactr1Dl. For

exe.ple, dispatch and other licens•• granted by the Private Radio

Bureau are not axeluai ve because the channels are shared by

JlUII8rou. 11c.nBe_. NPM at par... 131-146. Mutual exclusivity

..y exist even Whare the commis.ion has previou.ly .stablished a

preferential right to a licens.. Tbe tact that • provider ..y

- 3 -



ha~ been awarded a pioneer'. preferanae1 does not~ that thi.

l1cenae will not be "Ilutually exclu.ive. ,,2

8. Renewal Licen... And Private Suvicu Should Not Be
A11qt;ipMd •

SBe ap'." with the coai••lon'. tentative conclusion

that renewal licans_ or pel'lu:t. should be excluded frOil the

cc.patitive biddinq proce... All the eo-i.s1on notu,· it appears

'that Conqr... intended this ruult. .PM at para. 22. S.. H. R.

Rep. No. 103-111 at 253. Moreovu, .uJ:)jeating renewal licanae.

and par1lit8 to the cOIIpatitive })iddiftfJ process i8 antithetical to

the BUdg.t Act'. stated purpo.e. ot developaent and rapid

claploya.nt of tecbnolo;les, product. and service. for the benefit

of the public, .specially deployaent in rural areas, without

acbainistrative delays. Because a renewal license is predicat.ed

on extenaive invutaent in the de~lopaent of the licen.e, it i.

unlikely that "efricient and intensive u.e of the eleoUoaagnetio

apec1:r\JII" will be furthered by usa of oOlq)etitive bidding.,

47 U.S.C. S J09(j)(3)(D). The coui••lon previously has

recovniaed that the public interest vill be served by encouraqinq

ineuabent lic.n.... to continue to invest in the deployment of

'SUch an award i., at lea.t for wiMband pea, .ubject to
... doubt in any event. S•• In the ••tter o~ Review o~ the
J'iODeer Pret'erence Rule., BT Docket 10. 93-266, Notice o~

Propotled Rule III1JdnV, adopted and rel...ed october 21, 1993.

'on the contrary, the riC)ht to occupy the spactrwa awarded
to ~he holder of the pioneer preference will be a1:».olute, that
1., no oth.r user will he pe.ralttad ac.,... t;o 'the .paotrua.
ftWi, the cont;ention of soae ca...m~. that _utual exclusivity
doe. not exist where a pioneer preter.nce has bean awarctec:l i •
• t.ply contradictory on its face and .bould be rejected.

- 4 -



....,io_. ftis i. why the coaai••ion ba. concluded 'that .n

inCUllbeJrt. cellular licenaee i. enti1:l8d to a .uong r .....wal

expectaaay. see Rep:u-t and order, CC Dock.t No. 90-358;

JWeDcmea~ o~ .P~ 22 o~ the C~icat.ton'.RIll.. ReJatlllg to

Z,.10aD88 amew..J. 112 t:I1e DoaeIItia Public cellular R&djo

"8leco..,n1cattons Berv10fJ, rel••ed January 9, 1992.

SBC al.o .tr... in principle with the co_i••ion'.

conclusion t:hat. -private ..."ic.." al.o abould be .xcluded frOil

the CCD\P8tit1ve bidding proces.. Furt.her, SBC agr... with t:he

ea-i••1on'. propoaed d.finition of "privat. servic.." in wa
cqntoxt to .-an "aervice. that do not involv. the r.ceipt of

~t1on froa aUb8cribers." RPM, paraVZ'aph 25. As the

coaai••ion no'teB, ·Privat.... tor purpotl.. of auctioniftCJ aay not be

the .... as ·privat.." for purpos•• of ••••••i!lCJ wh.ther

regulation as a ·co.aercial Ilobil. .ervice" .hould apply. Id.'

c. The Coam.a.ion Sbould Analyze The "Principal U••" Of
cl•••es Of Licen••es In Deteraininq Wh.ther To Apply

-'., Auctioning To That el•••.
sac also concurs with the co.ai••ion'. t.ntative

conclusion to .valuat. the "principal u••" of cl..... of

11c , rather than individu.l application., based on the

.activiti.. of -.ver&Ve" uaers or a ..jority of user. in the J:Muacl,

and to apply this evaluation to determine whether to Perait

auct!on1Dq. Coftvrea. obYiou81y contellPlated that Idxed u.e of

apec1:r\Dl would occur, requirinq 8011. adllinistrative rule of

"Thull SBC propo.. that .\1t~tlc Vehicle 110ft!toring be
'tr.ated a. a ~gial .obil. senic. Wbich i. DQt subject to
auctioning. S.e S III •.,. iD~r••

- 5 -
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t:hab, aince it requir•• the "principal Wle" of ~e spect:ruJI to

_t the autu~ory Pre41catu for auc:tioning. 41 U. S.c.

S 309(j) (3). Sine. th. standard to ~ created ber. will

determine the expeaa. incuned by the licen••••, the IlO8t preci.e

one available, which noll.th.l... is relatively ..ay to

aclainister, should be applied. The ea-ission'. plan to -.aure

the amount of BP8c1:ra applied to private u.e by each cl••• or

license s.tistiea th... two objectlv... .,IM at para. 32, n.14.

In thi. instance, adaini.trative .... ln applyinq the rul.. b_ a

banetit for t:he general pUblic aa well. Becauae providers will

be able to .scertain in advance whether tbeir propo.ed ua.. would

he subject to coapatitive bidding, applicants ..y aore accurately

.stiaate ~eir coata ln choosing to provide the aervice.

III. SPICIFIC 1.!IeU WHICH QUALln roB AtJcTIONINQ.

A. Point-to-Point xicrowave Services Offered Directly To
Ind Usera Ibguld Be Di.tingui.hed Frqa Other 0••••

Point-to-point 1Ilicrowave .ervic••, ottered by a CODlOn-..
carrier -'dir.ctly to end U••rs •• a c~n carri.r service, oWjbt

to be subject to coapetitive bidding it in faci: the service will

exclusively use the .pectrua .warded. Such offerings enable

8Ub8criber. to tranaait and receive sivna1a directly. Therefore,

they aeet all the atatutory prerequi.ite. for auctioning.

47 U.S.c. 5309(j)(2)(A).

B. "l:Dt,erMtdiaq Linkcl" Sbould lot a. Auqt.1QDId.

Microwave u.ed as part of an end-to-en4 ••rvice

o:rfering, however, 8uch •• When a cellular carrier tran_its

aUbec:ri))er uattic between a cell cite and its aobila telephone

- 45 -



."J:tcbtlUJ o:ffice ("JI'f8O") or when a 10081 excbange telephone

COIIPany u... aicrovave to 'b:'aDaIlit local exabanv. service, should

Dot: be awarded by auction." As t:be cc.ai••lon note., th•••

-1ntenaedlate link." would includ. the aicrowave paths 'that

cellular curier. WM to tran.port traffic between cell .it...

1:1: alao would include the local excbUlqe canl.r.' backbOne

ne'brork, the .aiU'tay of it. buin.... Th... links do not

qualify under the .tatute for auctioning and application of

auctioning to them would not cre.t. any public benefit.

1. :Int.~i.te Links Do Not Qualify For Statutory
Aut;hQrization of B144i•.

Onder the communicationa Act, .pactrwa used in

interaeCSlate links F!lMot be auctioned. S.ction 309(j) (2) (A) ot

the Ca.munications Act requires that the principal u.. of the

spectrua enable sub.cribers to receive communication signals that

are tr~itt.d utilizing frequencies on Which the licen... i.

licenaed to operate. Alternatively the .pectrum may enable

"Section 309(j) (2) (A) of the Budfat Act requires that
apeetrJDl subject to auction enable sUblcz'lbers "t.o receive
cc.aunication 8i.,.1." or "to tran..it directly co_unications
81gnal•• " Se. RPM at para. 29. Th. cc.ai.sion's proposal to
fin.... this requir~t by auctlonill9 virtually all co.-on

.. CU'l:'i.- wa•• of aicrowave no doubt would appear to be
adainilltratively .illpl. because"••• it would ellllinate the
nece••i tyto dsteraine the natva ot u.. baift9 ..4. of a
PartiCUlar licen_." Id. The apparent eeonoay ot effort I

however, would not be r_llied by th. ea-i••ion' s propo.al.
Rather, It woule! .ruult in an overvbalaiDCJ nmaber of auct:ions and
• delay in licenslft9 .-v1ce. Adopt;int. atandard 11ke the one
proposed sll1Ply i. not in the c-.isslon's be.t intare.'t, nor "
doe. it aeet the statutory predicate for auctionlnq, as CSaacribed
klow in S 1II.B.1. It would not be ~.icululy difficult, a.
an ac:tminls1:rative ..ttar, simply to require applicants tor
-in'tarlla41ate I1nka" to spacify that thay •••k such a licens••

- 7 -
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IlUbecr1bars to directly tran..it c~cation signal. utiliz1n9

·auch frequanci_. fti. definit-ion excludes tho.e frequencl_

'that: • carrier u_ .s intermediate tranaport linka.

A cellular subscriber t:ran_lts and receiv_

0: rmicationa ("ac0e8a.." the cellular 81'at_> utilizing 800 l1li&

hequanci_ bebeen it••obil. unit and • cell site. The

cellular carrier ••y than choose to pass the aw-criber's

cc.wunicat1on to its nit-ching otfice by tralUJlat.ing the signal

to a .icrowave frequency or by sanding it. aeross landlin.

rac11iti... The cellular sub.criber biaself cannot ace... the

.icrowave frequencie., becaWie hi. equipaent. i. not tunec:l t.o sand

or receive on those frequencies. Accorc:l1ngly, intermediate links

caNlot and should not be subject 'to COIIpatitiva bidding.

2. Auctions Of Interaadiate Link. Would Se Impractical And
CQunter-Prqdugtiya To St;ta.lininq Efforts Underway.

In apparent recognition of the practical difficu1t.l..

t:hat sucb competitive bidding would create tor providers of the.,
.,

end-to-end a.rviee, the Commi••ion ha. requa.ted camaant on the

raaifications of this propos.l on internal operations or

expanaion of an exi.tin9 busine••, and on the number of

situationa where autua1 exclusivity could arise. NPRH at.

para. 39. NlDIerous practical difficulties ari.e When one

subjects int.ermediate links to coapetitive bidding. AUct:ioniD9

would seriously J..pede a carrier'. ability to efficiently

..intain its network in a least-cost aannat'. It would deprive

oarriers o~ the ability t.o ••tima-te build-out costs tor

continuing to provide end-to-end service .ince they would be

- 8 -



unable to ..tJ..ate til. to1:&1 co.t of any puticular .icrovave

pat:h or 1.1celW8. A\lCt.ioning would i.,.1r the pZ'OCU.irag of

applications for aicrowave patba. Pinally, COIIP8t.itive bidcU.!'a9

~ould jeopardi.e carrier.' ability to provide required levels of

service.

To in-titut. coapetltlv. bldcUnq tor .lerew.ve pat.ba,

the c:oaJ,.alon ..8t. ivnore the regulat:ory proc... it ha.

establi8hed In Part 21. Part. 21 requir.. a carrier to coor4ina~

with neigbboring carrier. prior to application tor a microwave

license. This proaeaa iMure. that the propo.ed path will not

interfere with other usn, guaranteeing exclusivity of u... It

auctioning vere applied to th... link., ault.iple bidder. would be

required to "coordinate" usa9. at the .... path. Carriers

neighboring the propo.ed path, therefor., would be forced to

participate in nuaerous coordination procedure., needle••ly

increa.ing the ti_ and expanse•
."

The ca.mi••ion ha. put a treat deal of effort into

.treualininq its current aicrowave application requirements. SBC

encourage. thoae effort., but they would be wasted if auetianinq

i. appliecl to license the•• microwave paths. currently, the

Cc.ai.aion take. approxia.tely 300 day. to approve a microwave

licen.e. Under pr_nt policies, the Ccmmi••ion penlite the

applicant to go into service during that 300 clay period und.r a

Bl.D1te~ SPecial T8JIPOrary Authority ("BSTA"). By ovarlayiftCJ an

auction proce.. onto the already lellCJthy approval proce•• , the

ben~i't to the cellular carrier of using .lcrowava links becoa..
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II1Dbal. The uncertainty ot the bidding process would drive

cellular carriers to aore predictable ••thods of net.work

.xpamaion, auch a. lan4line tacilit.ie.. 'lbia inevitably would

claar_e the reaponaiven... of t:he carrier while increa.ing its

coRtI exponentially, since landline facilitie. talte more tiae to

COIIa'1:J:Uct and can be aore co.tly. Indeed, the vr-test. benet1t:

o~ alcrovava to 1:ha callular carrl..., t:he apeeet at which it can

be placael in eervica t.o ...t d~, would be loat.

Such di.ruption in current procedure. will benefit no

one. Jlo existing pool of potential bidder. i. claaorinv tor the

ability to bUy a .icrowave path that ..y reach no more than

fUteen aUes. J:n fact, the propo_l is likely to create a cIa••

of speculators who obtain anet warehou.e tacilitie., not. ~or i:hair

own use, bUt to bo14 it for ran.OII against those carrier. with a

qenuine need for the facilitie•• '

Cellular carriers are required by the Ca.aission to

provide~':,"su))atantialservice" in an area if the carrier plans to

bav. its license renewed. Hist.orically, the carrier has depended

upon alcrowave facilit.i.. to aid in fUlfilling it. requir-.nta

as • lican_e. Applylnq coapetitive biddlnq to such taciliti_

J,Aa noted above, true "autually exclusive" applications for
any individual microwave path are extr_ly unlikely, CJiven the
prior. coordinat.ion required. 'lbe ..t liltely .aenario for
IlUtually exclusive applications would be if, during aoa. public
notic. periocl atter a GUTier baa iaolatect ita· d••ired path, .oae
C::OIIpet:inq applicant tiled a "••-too· application. It is
dir~icult to i ..gina th1.oceur:r:ing o~ tban a. part of a plan
t;tf varebCMWing or eVan ·tr.....il. II Rather than craatineJ such
poe_ib111tl••, the Ca.ai••ion abould .t.ply deter.mine that th..e
intaraedlate links are not appropriate candidat.. for cOJlP8titive
biclctinq.

- 10 -



weaken. the viability of Ilicirowave tor that u.e anet, as no1:e4, is

of no benetit to tb. pUblic.

3. 8ackbon•••tworka Should Mot Be SUbjected To
Tba Rieke OC 'Mq1jrpw Apqt.ion. .

Another, aDd iJlportan~, rea.on exists for the

C~i••ion to withdraw ita tentative conclusion to subject

interaediate link. to ccmpetitive bidding. Aa the Co-aaion

DOt••, aubstan't.ial u.. of spectrua for in~J:'Ile4iat. links 1s 1I8cla

by local exchange cc:.panies for tran..uttinfiJ local eXChaftCJe

telephone service. RPM at para. 28. With 'the potentially 91"-t

additional expense in provi.ioniD9 the backbone network if tbe..

facilities were subjected to auctioning, the comai••ion, perbaps

inadvertently, ha. changed significantly the co.t curve for

provider choices among types ot technoloqy. While salle Ilay arCJUe

~at the public inter.st require. acceleration of the use of new

technologies such as tiber optic facilities for such

transmission, thes. decisions should not be made on the basis of

artificial, and in some ca... , prohibitive costs created by

ca.petltive bidding, .specially in the continued deployment of

mature .ervices.

Before .ubjectinq a local exchange carrier's ("LEC's")

use of point-to-point 1licrowave to auct.ioninC], the Co_ission

should recognize that such carrier. are required by state

regulatory commi.sions to act as the "provider of la.t re.ort~

tor 'their COIIIIon carrier services. At the .... tae, the

.ervices provided by the LEe which ara subject to thi.

requir..-nt are usually priced significantly below the cost

- 11 -
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incurred by the carrier. Th..e two r8f\11ations bave beeD de.eel

nec••sary by .1:ate regulators to enaure universal ace... to

tal_phone .ervice.

As the IlOR collt-effective ccmaunicationa aediua in

.any aituationa, polnt-to-point aicrovave has enabled both IuV.

an4 _all LEes to fulfill their obligation. to serve at tbe

lov..t coat, facilit:ating thl. Idea of univeraal service. Thi.

1. _peclally true in rural area., where the obli9ation to aarve

ia the moat c08tly for the LEC. Mo.t LIe point-to-point

.icrowave rout.. are uaed to eerve rural areaa. since the

service provided by LEes pursuant to .uch license. currently

carrie. with it this apecial obligation, the ea.ai••ion should

exerci.e its statutory di.cretion to deteralne that applying

auction procedure. to LEes' u•• of polnt-to-point microwave will

not further the public interest. Further, It is inconsistent

with 'the public'. intere.t and with the purpoae. of the BUdget

Act to -'levy additional charge. on rural telephone service, which

auctioning LEe interaadiate link. would have the effect of doin9.

s.. 47 U.s.c. S 309(j)(3) (A).

c. Cellular Pill-In Application. Should Be SUbject To
Auct.ion,

Tbe co_i••ion has reque.ted coament on its tentative

conclueion that the .utually exclu.ive applications for ~.rved

cellular areas which vere filaci prior to July 26, 1993, be

subject to auction. RPM at para. 160. SBC agre•• tbat auctions

~or th_e pending applications would __t statutory objectlv...

unlike r.newal licanaes for ay_t_s conatructec:l and in operation,

- 12 -
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·~111-1n· Ileana.. authorize new service for areas that currently

are not being .erved.

sac urv-, however, that the.. till-in cellular

l1cena.. be _de aubject to specifio short term build-out

.requ!r..-nu, to anaure that tbe bidding parti.s actually provide

.-rvice to tho.. ~. rather than warehousing the spect.t"ua to

k8ep • cOIapetitor frOll serv1ncJ the area. Such st.andards would be

consistent with congr...' directive in sect.ion 309 (j) (4) (8) that

the ca.aission includ. p.rforaanoe requir...n~s to ensure pra.pt

delivery of service to rural areas and to prevent stockpilinq of

apactrwD. If a till-in licenaee tail. to aeet th... build-out

r8CJUi~ts it oU9ht to forfeit the lioense, which would revert

'to the cI3ai••ion for subsequent re-licens1nq either throu9b

auction (if there are mutually exclusive applications) or to the

.01e intere.ted and qualified applicant..

T

D.
." .,

ZSXR Licenaea Should Be Auctioned; Govermaental SMR
License. Should Npt .

SBC supports the COmmi••ion's tentative conclusion that

~ auctionin9 should apply t.o Enhanced Specialized Mobile

Radio (-ESMR") service. Because Specialized Mobile Radio ("SKIt-)

clumnels are intended to be used prisarily for the otfering ot

services to subscribers for coapeuation, and because ESJIR

l.icena_ antioipa~e exclusive us. ot the channels to ))e

authorized, new lie.... for the 280 SJIR channel pairs at 800 JIIIz

aIId th. 200 SlOt channel pairs at 900 MHz should be Subject to

aoaIIMlti~lv. bidding. Public service and 90v8rJD\ent agencies

8hould. bave first priority to use available channels. If there

- 13 -
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are no such appl1catiolUl for us. of a channel in an are. and

-.utually excluaive applications for ~cial u•• of i:h.

IIpeCU'Ua are ..de, tben auction. should be held. ESHR i. clearly

intendacl, by the co.ais.ion and by the proposers of the .ervice,

to be • coapetitive alternative to cellular service and

ultt.&tely to PCB. see RPM in Pit Docket No. 93-144. That beill9

'the ca... 1t should be .ubject. t:o the __ rtlfJUlatory rul_ and

a••ociated expense.

E. Automatic Vehicle Monitoring Licen.e Should Not Ba
Auctionl4.

A different r ••ult appli.., however, to Automatic

Vebicle Monitoring ("AW-). Because AVK .hares speetl'UJl with

90YernJIeIlt entitie., the applicable frequencies will not be uaed

exclusively for "the provi.ion ot .ervice to SUbscribers for

coapensation." Even if the commission decides in pending Docket

No. 93-61 to allow exclusive channelization within a market area,

the A~.,us. of spectrum will be secondary to both governaent:al

and industrial, scientific anel .edical ("ISM") users. Thus

autcmatic vehicle aonitoring will not qualify under the statutory

guideline tor spect.r1Dl auctioning. SBC i. not opposed, however,

.. to 'the Co_i.sion's deterral ot this utter until it resolve. the

r_ain1ncJ i ••ues surrounding AVM. NPRlI at para. 145, n.153.

P. Personal ce-unication. Service. ShOUld sa Awarded
Through A_lAPing ,

sac concurs with the commi.sion'. tentative conclusion that

the requlr_ents of Section 309(j) (.2) (A) and (8) are aet. by PCB

apaatrum. NPM at par••• 116-119, In fact, sac has arqued to

- 14 -
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1:be CoIIai.sion that PeS .hould be conaidered comaercia1 .obi1a

servioes r wb.1ch of nece••ity ara sarvicea offered for a profi~.·

sac auoDCJly dia• .,ra- with saae of tbe C'OIaIi••ion's proposed

aUC't:.ion ••chani_ for pcs r however, particularly ita propoaal to

allow combinatorial bidcU.ng for award1nc) the 51 ll'1'A licen8.. on

each of two 30 MIIz apeca-u. ))loak. to • .ingle hidder. see

diaCWl8ion ot COIIbinatorial bidding, 1.n:tra at Section IV. eC) •

SBC also urges the eo.aission to adopt a special rule for the PCS

auctions. The Commission should require all PCS applicanta to

continue to .eet 'the eligibility .~dard. for such licen...

after the auctions are coap1ete. Further, the Commission .hould

liait el1gibility for PCB auctions to coapanie. as th.y might be

configured i£ All pendinq applications for authority were

granted. Otherwi.e, auction participants could manipulate the

auction proce.s by acquiring license rights which later lIlust be

r_old.

:IV• AtfgTIOH DIIIGIf'

A. Oral Biddlnq Should Be The FCC'. Auction M.thod Of
ChQiga.

SBC Ur11e. the Comais.ion to alter its propo.al for

.couining oral bidding with ...led bidding on aggregated licensu

in favor at oral hidding alone. sac submits that oral bidding

'8.. Ccmaants of Soutbv-.tern Ball Corporation tiled
)foveaber 8, 1993, at pp. 17-21 Zn the ".ttar o~ ZapleJlHlntat1o.D oL
Sact.1oJW 3 (n) a.ncJ 3J~ o~ the ca-un1C41tloJW Act, Regulatory
r~.tllent oL lIobJ.le service_, CBN Docket No. 93-252.

7S8C's ca.aant. 1n thi...ction are .ddr••••d principally to
PCS au.ctions, qiven the ti'llleline Conqr••• has adopted. Many of
the .... points would apply, howev.r, to all auction••

- 15 -
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pz'Ovid_ all o~ the advantage. a\lCJ9..t:ad by the Ccmai••ion for

caabina~orial ):)iClcl1n9 and avoids allot ita di_dvanta9".

The coal••ion appears to IMJrM that oral bidding is

~ best _thod for _tin9 the .tatutory raquir_nts of

8111plicity anet quick lapleaentation Vbile a.surinq a return ~o

the public of a portion ot the value of the spectrum avard8d.

Th. COII1Iis.ion tentatively concluded ~t oral ):)14ding should be

1t1! ba.ic _tbod for aWardincJ licens.. wbenever another .ethoc! i.

not .peci~iad. RPM at para. 46. SBC a«Jre... A. the COJIIIi••ion

not.., there are at le••t tour advantage. of oral bidding:

(1) it i. likely to •••ign a license to the party that values 1t

tbe .ost; (2) it.at.. e••lar the agvreqat10n of individual

Ileana•• by partie. who value that aggravation the most; (3) it

has lower private cost. than a sealed bid auction because it doe.

not require .atiJlation of the value that other bidders place on

'the licen.s1 and (4) it is likely to be perceiVed a. tair becaue
.,

the prcic••• is open and any eliqible and qualified bidder who i.

willinq to pay enouCJh can be a.sured ot winninCJ. NPM at

par•• 37.

'!'be acad_ie analysis ot auct!ona over the la.t 30

yeara i. unaniaoua that: AD IVKI" all types of auction

procedure. vil1 result in approxbately the sue price tor the

.... as••t.' '!'bu, the question ia aiaply which bidding proceas

1. the most efficient and fair vay of allocatlnq spectrull which

'Por exaapl., ... willi.. Vickrey,·counterspectulation,
~Oft8 and Ca.petitive Sealed Tenders," 16 J. 7in. 8 (1961).
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.lao -u COhCJZ'...lcmal object!v... Oral bi4dlnq i. the

aillpl••t and~ .ua19htforvard ..thod. It i. the •••1••t to

UftdU8t:and and r.ll.. least. upon one'. int.uit.ion of what another

vill bid. Bae.,.. of t;h. exebange of illfomatio~ throuqhOUt. oral

bidd.1ng, this proc... ainiaiz•• ~. di.advantage po.ed 'to

iftexperienaecl blclc1era by biddlnq procu••• (such .s ...led

biddlnv) wblcb require ext.n.iv. prior ••••••ant. of the value

Whiab other bidd.r. will plac. on the apectru».. Tbua, oral

bidding .inJ.aia.. the handicap ¥bich new .arket entrants 1I1pt

otherwi•• experi.nce. The .ore the bidding proce•• depanclll upon

advance knowledge of how other. will value the a•••t auctioned

(which is .os~ i~~ant in ••aled bid auction.), the acre

difficult that proc... will be for new .arket ent.ranta and those

with ll.ited personnel and financial re.ource.. Additionally,

oral blddiJl9 1s likely to be ..sier to control and siapler to

adaiDiat..r than any other proce•• , including the combinatorial

biddin~~proce..which the co.-i••ion has proposed tor PCS

lleana_.

SBC 8U99••t. that the cc.ai••ion weiqh heavily t.wo

siC)ftifican't advantaq_ wblcb it noted fro. oral bidding tor PCB

8paetrua u••: (1) th. _thad ha. lover private cost. becaus. it

doe. not. require prior estimation ot the value that other bidders

place em 'the licen.e; and (2) the proce•• of oral bidding i. the

fair.at and .implest ••thod. RPM at para. 37.' Tbe•• two

'Bee, •.g ., J.B. Kagel and D. IAvin, liThe WinnerI. cura. and
Pub1.ic XnfoJ:1lation Value Auctions," 76 Allerloan Bconomic Rev1..,
8'4, 8.5 (1'86).
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~.ct:on a-onstrate that oral bicld1ftc1 would best: achieve ~•

• tatutory purpose of prOllOtin9 ecoaoaic opportunity and

caapetition, aapecially by dinclvanta9ed groups.

While the industry ba. eoae experience vi1:b wirales•

• ervicea, such .. cellular and 8IIR ..rvieu, the aarket d_n4

tor PeS. both wideband an4 narrowband, i ••uob la.. claar. Iven

the co.ai••ioD appears to be unoU1:ain whether PeS will becoae an

adjunct to cellular .ervice, a replacuent, or BOIlttthlftC) entirely

ditf'ertm't. Accordillqly, any proce•• which puta a pr_ium upon

..tt.8tinq the value which other. vill place upon spectr\Dl i.

particularly diaadvantageous to groupa Which lack ready acces. to

capital _rkets. Acquiring iDforaation about the value ot any

....t nece.sarily require. the outlay of fund. prior to an

inv_ment decision. For an unte.ted aarket like PCS, out.id.e

f inancinq to enqage in such an effort may siaply be unavailable.

Thus, adoption of any ••thod other than oral bidding, inclUding
....

overlay,of COmbinatorial bidding, is antithetical to Congres.'

objective of diver.ified participation in wirel••• service. and

.hould be abandoned. 47 U.S.C. S 30t(j)(3)(B).

The advantage of the incr.aaed information provid.d by

. oral auctioning' cannot be under.at.i_tN. It is commonly

accepted among econoai.t. that incr..... in information raise the

level of coapatition wit:hin an auction. S.. generally, Schwerzer

and Von Uhgern-Sternbu'g, "'ea1ed 11d Auction. and the search for

Bet:.t:.er Information, tt 50 Zconoa1c::a 79 (19B3); McAfee , MCMillan,

ttAuetj.ons and Bidding," 25 J. "con. Ut. 699, 722 (1981).
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Because new infor.ation ten4. to rai.e the value estimate of

'those ¥bo bid later, the price paid in an auction will likely

!ncr.... wi~ the rel_ of such intoraation. XlI. Oral

auctiona thus not: only tmbance the opportunity tor the cte.ignate

entitl.. to participate in thi. procea., bUt al.o will eNlur.

t:bat tbe r ••ultinq price aor. clo••ly approxiJDat:es the value of

the apect;rwa and beat sati.ti.. the COnp'e..ional obj.ctiva of

cOJlPellsat1ng the public for privata use of .pectrum. 10

The C~i••ion sU9ge.t. that oral bidding .ay be _ora

tlUbject; to aanipulation than other proc...... SBe di.~9Z'.... A

rec.nt paper written tor the Board of Governora of the Paderal

R...rve systea indicated a preference for oral bidding over

._le4 bidding for the preci.e pUrpose of avoiding cOllusion. 1I

In the paper, Mr. Reinhart sugg..ts that the pre.iWD placed by

the ...led bidding proc... upon knowing what valuat.ion others

place on the aas.t C&WI.. investors to t.urn to exp.rts rath.r
..,.;,

than place bids directly. This concentration of custom.r ordara

IGrbe infonuatlon flow in an open auction also l ....na the
·winner's curse" ~on found in otber auction fot:Jlat.. The
hip bidder, in the a"nce of intol"M'tion about others'
v_lu.tiona, will bav. e.tiaated the value hitbar than all other.
and thus maybe unrealistic. But the inforaation flow in an open
.~iOD re"..l. other.' valuations and allows the winner to
adjust hi. valuat:ioft accordingly. ThUll, the effect of the
winn~'. curs. i. aitig_t.ed, unle.s other bidder. ba"e
over_tlaated the value a. w.ll. S.. generally Milgram,
"AuctJ.ons and Bideling: A Priaer," 3 J. Ec:on Perspective. 3
(1989).

"Vincent Reinhart, "Theory and. avid.nca on Retora of the
Tr••surY'. Auction Procedure.," r1.nlllJ08 ad ZC0l20Jlic:. DJ..c:u••1on
serJ.•• Ito. 190, Ped..al Re_rv. Board Divi.ion of Monetary
Artair., March 19'2. It Mould be nftad that Tr.asury auctions
are not structured tb..... as a cla••ic ••aled bid proc....
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