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EXPANDING  
OPPORTUNITIES  
FOR  
BROADCASTERS  
COALITION

UNLOCKING THE VALUE OF BROADCAST SPECTRUM 
Keys to a Successful Auction 

1. Don’t “Blow” The Auction By Needlessly Depressing Broadcaster Enthusiasm 

Strong wireless demand will produce a successful auction IF the FCC secures an 
adequate supply of spectrum.  And, the clock in the reverse auction will move in only 
one direction - down.  Therefore, the FCC should set initial broadcaster prices at 
amounts sufficiently high to attract enough broadcasters to the auction to facilitate a 
robust market for broadcast spectrum.   

The FCC’s own OBI Technical Paper No. 3 documents an “estimated ten-fold disparity in 
economic value between spectrum used for mobile broadband and spectrum used for 
OTA TV broadcasting.”  The gap between those amounts is the “incentive” in the 
incentive auction – providing an enticement to broadcasters to consider voluntarily 
relinquishing their spectrum.  Ultimately, however, where prices fall within that range will 
be for the market to decide.  The FCC’s role is to facilitate the market by attracting 
adequate supply through attractive opening prices.   

As of this date, broadcaster interest in the auction is weak and is lagging far behind the 
level of participation that will be necessary to have a successful auction.   

The only way to increase broadcaster interest is to offer initial prices that are high 
enough to attract broadcaster participation and ultimately to pay true market value to 
broadcasters that choose to sell their spectrum.   

If the FCC successfully reallocates substantial spectrum for wireless, no one will care 
how much broadcasters were paid.  If inadequate FCC offers to broadcasters result in a 
failed auction, everyone will blame a penny-wise, but pound-foolish approach. 

2. The FCC Needs To Get Pricing Guidance To Broadcasters ASAP 

Broadcasters have many long-term contractual commitments—building leases, tower 
leases, programming contracts, employment agreements, etc.  A decision to participate 
in the auction will require advance planning.  The FCC must provide financial guidance 
now if it wants to increase broadcaster interest in the auction.  For example, there are 
broadcasters who are considering innovative channel sharing plans but who cannot 
move forward on those plans until they receive initial pricing guidance.  

If, as the FCC apparently is planning, the Report and Order proposes a vague “scoring” 
mechanism with a promise to provide details later and pricing way later, the Commission 
will leave a giant vacuum to be filled with negativity.  The FCC must provide detailed 
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pricing information concurrent with or shortly after it releases the Report and Order to 
maintain broadcaster interest and keep the naysayers from controlling the auction 
messaging. 

3. “Scoring” Won’t Work In This Auction 

Noted auction expert Peter Cramton has explained that, in order for scoring to be 
effective in the incentive auction, the FCC: (1) would need to know the reserve prices 
lurking in the brain of every participating broadcaster (clearly not possible); and (2) 
would need to change its weights dynamically as stations are repacked (which would 
add intolerable complexity).   

Scoring the reverse auction is a recipe for failure.  If the FCC, based on imperfect 
information, attempts to “score” stations, it faces a serious risk of attracting the wrong 
broadcasters, leading to higher overall clearing costs or a lower supply of spectrum.  For 
example, take two stations with similar preclusion effects—one that the FCC “scores” at 
0.5 and the other that the FCC “scores” at 1 because the FCC concludes that, based on 
some metric, it would take more money to convince the second station to sell.  If the first 
station would have sold at 0.8 but the second station only will sell at 1.5, neither station 
participates.  Thus, by attempting to “score” stations based on imperfect information, the 
FCC ends up paying more for a combination of other stations to achieve the same 
outcome or, even worse, is unable to achieve realistic spectrum goals.   

The population covered by a station’s contour, in particular, is an imperfect metric for 
scoring that will lead to undesirable auction results.  As the attached analysis 
demonstrates, any correlation between a station’s covered POPs and the station’s true 
value to the auction—its preclusive effect—is minimal at best.  Population-based 
scoring, therefore, would produce absurd results in many situations—prioritizing (and 
offering greater amounts to) stations that have limited effect on the FCC’s ability to 
reallocate spectrum. 

Fortunately, the Commission does not need to “score” stations based on imperfect 
information to prioritize stations most critical to repacking.  The design of the auction 
itself will result in higher prices for those stations most important for clearing spectrum, 
making “scoring” unnecessary.  That is why AT&T and Verizon, whose sole motivation is 
to increase spectrum supply, both oppose “scoring”. 

4. The FCC Should Go For 120 MHz 

Given exploding consumer demand for wireless services and the dearth of other sources 
of spectrum, the Commission should seek to reallocate from broadcasting to wireless as 
much spectrum as wireless carrier demand will support, with 120 MHz as the goal.  The 
National Broadband Plan forecast the need for an additional 500 MHz of spectrum for 
mobile broadband – 120 MHz of which should come from broadcasters.  The FCC 
should make every effort to satisfy this spectrum allocation goal. 

5. The FCC Should Not Waiver on Reverse Auction Pricing, But Should Favor A 
Mechanism to Facilitate Auction Closing 

The FCC must make clear that the initial offer to each broadcaster is a “best and final” 
offer that will not increase under any conditions.  Providing a safety valve—a so-called 
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“oops round”—if prices are too low would suggest that the FCC either lacks confidence 
in its auction design, or worse, knows it can offer higher prices later, breeding distrust 
and providing an incentive for broadcasters to reject their initial offers.   

At the same time, the FCC should adopt a mechanism that would allow it to increase 
forward auction revenue if the closing conditions cannot be met.  If, after the forward 
auction, there is insufficient revenue to satisfy the closing conditions, the FCC should 
ask forward auction winners to incrementally increase their bids to allow the auction to 
close. 

6. Restricting Forward Auction Participation Is a Lose-Lose Proposition 

Restricting the ability of Verizon Wireless and AT&T to participate in the forward auction 
will interfere with market forces on both sides of the auction and very possibly could 
cause the auction to fail.  The incentive auction will only succeed if: (1) broadcasters 
perceive that the forward auction will generate sufficient revenues to compensate willing 
broadcasters; and (2) the forward auction, in fact, generates sufficient revenues to 
satisfy the closing conditions.  The perception that the FCC is willing forego auction 
revenue to achieve an objective other than those identified by Congress in the Spectrum 
Act will cause many broadcasters to rethink their auction participation, reducing the 
supply of spectrum and, thus, the amount of spectrum available to all carriers in the 
forward auction.   
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