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MPHPT Consultation: Spectrum Usage Fees
Comments from the United Kingdom Department of Trade & Industry

Introduction

1. The UK Department of Trade and Industry (DTI) welcomes the opportunity to comment on
the study group review on spectrum usage fees.

2. We agree that it is important to ensure incentives and fair costs in the approach to spectrum
allocation. In particular, we welcome a technology-neutral approach based on the amount and type
of spectrum used.

3. The spectrum usage fee mechanism should promote — and, through transparency, be seen to
promote — fair, efficient and effective spectrum use.

4. We are interested in this assessment of using incentive pricing to encourage spectrum
optimisation The UK has been using such market mechanisms since 1998 although as part of a
wider range of measures, which also include spectrum auctions and the award of efficiency grants.
This year the UK will also start to use spectrum trading to encourage spectrum to be used by those
who can make most use of it. Ofcom, and the Radiocommunications Agency until last year, have
worked closely with the Japanese authorities and the research offices in London to share our

experiences and look forward to continuing to do so.

5. On the issues raised on spectrum fees, Ofcom has considerable experience in this The
following comments are based on this experience:

. We believe that there is a role for the use of fees which reflect spectrum usage, and that
such fees should be set to reflect market mechanisms as far as they can. A true market
mechanism would be to set prices by auction — so an administrative incentive fee is only
a proxy and has to be set by some form of substitute value, which is open, transparent
and proportionate. The UK has been using both mechanisms, but we do not levy
incentive fees on top of auction payments.

o Incentive pricing should certainly take account of quantitative factors like bandwidth
and coverage. We would recommend congestion factors to be more relevant than
regional factors — although population density often closely relates to density of
spectrum usage. Social factors like profitability and public interest are factors to be used
with care as they can easily distort a true market approach. However it is recognised
that there are some assignments where public interest factors will need to be given
priority (e.g. defence and emergency services — although both pay economic fees in the
UK which are then refunded by the state- this encourages good housekeeping)

J If incentive prices are set at realistic levels and demand is exceeding supply, then
incentive pricing is likely to produce a surplus in fees which would more than offset use
of R and D and other spectrum measures. Ofcom covers R and D in its costs.

J Ofcom does not charge fees for exempted (un-licensed) spectrum use. UK law and
European directives encourage free un-licensed usage, if the risk of harmful interference
is low. We have exempted most Radio LANs, low power devices, short range
communications, cordless telephones and intend to exempt more uses like Citizen’s
Band. We also think it impossible to effectively administer fee collection when so
many devices are freely purchasable in the stores.

. The UK does not think local and central government should be exempted from payment.
Fees encourage everyone to value radio usage, and we have seen government take much



more care about its own radio use since fees were introduced. We also do not discount
newly emerging businesses. However we do discount some innovative uses of radio
which will lead to more efficient spectrum usage.

Incentive pricing should have a role in encouraging switchover to digital technology.
However 1t needs careful use so that it is used fairly. The fees should reflect that less
spectrum is used, rather than the technology that supports it.



