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October 31, 2013 
 
Marlene H. Dortch 
Secretary  
Federal Communications Commission 
445 12th Street, SW 
Washington, DC 20554 
 
Dear Ms. Dortch: 

 RE: In the Matter of Expanding the Economic and Innovation Opportunities of 
      Spectrum Through Incentive Auctions, GN Docket No. 12-268 

 Numerous studies submitted in this proceeding have demonstrated that restricting the 
participation of AT&T and Verizon in the upcoming auction of 600 MHz spectrum would have 
substantial negative effects on forward auction revenues, the amount of spectrum made available 
in the auction, and the efficient allocation of that spectrum.  In the attached paper, “The Impact 
on Federal Revenues from Limiting Participation in the FCC 600 MHz Spectrum Auction,” 
Philip Haile, Maya Meidan, and Jonathan Orszag (“Haile/Meidan/Orszag” or “the authors”) 
provide a quantitative assessment of the likely effects that participation restrictions would have 
on auction revenue.1  The authors show that the participation restrictions that have been proposed 
by certain parties, including T-Mobile’s proposal of a one-third cap on spectrum holdings below 
1 GHz, combined with an exception to allow every bidder to acquire one 5x5 MHz license in 
every license area, would likely cause revenue losses of billions of dollars. 

 The authors’ economic analysis is based on a forecasting method developed by Jeremy 
Bulow, Jonathan Levin, and Paul Milgrom (“BLM”) that utilizes observations of bidder exposure 
to predict winning bids and auction revenues.2  The BLM approach provides a natural framework 
for estimating the effects of participation restrictions on incentive auction revenues, and 
Haile/Meidan/Orszag extend the BLM approach and use data from historical FCC auctions to 
estimate both the percentage and absolute revenue reductions that would be likely if the 
Commission were to impose partial or full participation restrictions in the 600 MHz auction.  The 
authors further demonstrate that their results are robust under a wide range of assumptions.  In all 
modeled scenarios, participation restrictions yield multi-billion dollar revenue losses; in more 
restrictive scenarios, the losses are in the tens of billions of dollars.  

                                                           
1 Haile is the Ford Foundation Professor of Economics at Yale University. Meidan is Senior 
Economist at Compass Lexecon, LLC, an economic consulting firm.  Orszag is a Senior 
Managing Director and member of the Executive Committee of Compass Lexecon; previously, 
Orszag served on President Clinton’s National Economic Council and as the Assistant to the 
Secretary of Commerce and Director of the Office of Policy and Strategic Planning.   
2 See Bulow, Levin, and Milgrom, “Winning Play in Spectrum Auctions,” Stanford University 
Working Paper (2009).   



 

The authors’ economic analysis also rebuts the speculation by auction limit proponents 
that these enormous revenue losses might somehow be offset by more aggressive bidding by 
other firms or by the entry of new bidders.  Haile/Meidan/Orszag show that the number of 
bidders (or, alternatively, the budgets of non-AT&T/Verizon bidders) would need to essentially 
double to offset the adverse effects arising from even the least aggressive restrictions on auction 
participation under discussion. “Such increases in the number of bidders or budgets by existing 
bidders are implausible.”3  

Prompt, successful completion of the 600 MHz auctions is essential to the continued 
health and growth of the U.S. broadband wireless marketplace.  The self-interested proposals for 
auction participation restrictions plainly threaten that outcome, and they should be rejected.   

Sincerely, 

 /s/ Gary L Phillips 

  

 
 
       
 
 
 
 
 
 

                                                           
3 The Impact on Federal Revenues from Limiting Participation in the FCC 600 MHz Spectrum 
Auction at 2. 
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1 Haile is the Ford Foundation Professor of Economics at Yale University. Meidan is Senior Economist at Compass Lexecon, 
LLC, an economic consulting firm.  Orszag is a Senior Managing Director and member of the Executive Committee of Compass 
Lexecon; previously, Orszag served on President Clinton’s National Economic Council and as the Assistant to the Secretary of 
Commerce and Director of the Office of Policy and Strategic Planning.  This paper was supported by funding from AT&T.  The 
views and opinions expressed in this note are solely those of the authors and do not necessarily reflect the views and opinions of 
AT&T or any of the organizations with which the authors are or have previously been affiliated.  
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