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I. Purpose of Discussion 

Adam Thierer, Senior Fellow and Director, Center for Digital Media Freedom, The Progress & 
Freedom Foundation: Well, good morning everyone. My name is Adam Thierer and I'm the 
President of The Progress & Freedom Foundation. It's my pleasure to welcome all of you to this 
morning's PFF seminar which is entitled "Let's Make a Deal: Broadcasters, Mobile Broadband, 
and a Market in Spectrum." 

The purpose of today's discussion, as our title suggests, is to take a look at the future of 
spectrum policy in America and, in particular, consider what the future holds for the broadcast 
spectrum and broadcast spectrum holders, as well as those in the mobile broadband sector 
who covet more spectrum. 

More specifically, we will be investigating whether the potential exists for a deal to be cut 
between some of these parties, such that broadcast spectrum might potentially be reallocated 
for some alternative usesτsomething that's been a hot topic of discussion here in DC, as of 
late, after a certain FCC official, who just happens to be with us today, suggested that 
broadcasters may want to consider some sort of a cash-for-spectrum swap.  

But there are many questions about any such deal, including, how would it be crafted? Would it 
be truly voluntary? Would it be fair to broadcasters? How would broadcasters be compensated 
for their spectrum? Will Congress go along with the deal given the public interest questions that 
are over this issue? And are there alternative approaches to how spectrum management might 
work, going forward, should any sort of reallocation occur? 

These are just a few of the questions we are hoping to explore here at today's session. Now 
before I turn it over to our all-star panel, I should just mention that we've put a lot of thought 
into this issue over the years at The Progress & Freedom Foundation. In particular, I just want 
to highlight, in case you haven't seen it or read it recently, a wonderful report that we put 
together in 2006 as part of our Digital Age Communications Act Project, or DACA Project, at 
PFF. 

We brought together 50 of the nation's leading economists, lawyers, engineers, and other 
experts, to talk about reforming communications policy for the better.  And under the very able 
leadership of my former colleague, Tom Lenard, who's here today, our spectrum task force put 
together a report on new spectrum policy which offered five transitional options for 
encumbered spectrum, a couple of which are very similar to what we're actually going to be 
discussing here this morning.1 

So, I encourage all of you to take a second look at our DACA Project and the Spectrum Policy 
Report to see what the nine experts involved in that task force came up with. 

                                                      
1
  The Progress & Freedom Foundation, Report from the DACA Working Group on New Spectrum Policy, March 

2006, www.pff.org/issues-pubs/books/060309dacaspectrum1.0.pdf 

http://www.pff.org/issues-pubs/books/060309dacaspectrum1.0.pdf
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More recently, my colleague, Barbara Esbin and IτBarbara's here somewhere, ah, there she 
isτput together a paper called "An Offer They Can't Refuse: Spectrum Reallocation That Can 
Benefit Consumers, Broadcasters, and the Mobile Broadband Sector," which is out there on the 
table and I encourage you to pick up a copy, if you're interested.2 

Anyway, enough of this shameless PFF self promotion! Let's turn to our outstanding panel of 
experts to hear their views. In the interest of time, I generally dispense with long-winded bios 
and instead encourage everyone to consult your conference materials for the complete 
resumes on each of these impressive individuals. Thus, I'm going to beg their collective 
forgiveness, and instead just give you their name, rank, and serial number, or more specifically, 
tell you the role I'm hoping that each of them will play here for us today on the panel. 

I've asked each of them to open with roughly six to eight minutes of brief comments so that we 
have plenty of time for interaction among the panelists and then some Q&A from our audience. 
So, here's our lineup and the hat that each of them will be wearing today. 

II. Introduction of the Speakers 

First, it's my pleasure to welcome Blair Levin, the Executive Director of the Omnibus Broadband 
Initiative at the Federal Communications Commission. Blair will be giving us a feel for the big 
picture here and outlining why this discussion is important and why he has actually started it. 

Second, we'll hear from Coleman Bazelon, who is an economist and a Principal at The Brattle 
Group. Coleman will help us understand the value of the spectrum in question, why we should 
consider reallocation and why it might make some sense. 

Third, we'll hear from David Donovan, who serves as President of the Association for Maximum 
Service Television. David will be outlining some potential broadcast industry reservations about 
this scheme. 

Fourth, we'll be hearing from Kostas Liopiros. He is a Principal at The Sun Fire Group and he has 
a background in engineering, mathematics, and economics. He'll be discussing some of these 
technical and engineering issues and costs associated with any potential reallocation plan. 

Fifth, we'll hear from John Hane. John's a Counsel with the Communications Practice Group at 
Pillsbury, Winthrop, Shaw, and Pittman. John has extensive experience in the broadcast sector 
going back many, many years and he'll be discussing some of the legal and political 
complications associated with any reallocation plan. 

                                                      
2
  Adam Thierer and Barbara Esbin, The Progress & Freedom Foundation, "An Offer They Can't Refuse: Spectrum 

Reallocation That Can Benefit Consumers, Broadcasters & the Mobile Broadband Sector,"  Progress Snapshot 
5.13, Nov. 10, 2009, www.pff.org/issues-pubs/ps/2009/ps5.13-broadcast-spectrum-reallocation.html  

 

http://www.pff.org/issues-pubs/ps/2009/ps5.13-broadcast-spectrum-reallocation.html
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Sixth, we'll be hearing from Paul Gallant, who is a Telecommunications and Media Analyst with 
Concept Capital, here in DC. Paul will be outlining how any reallocation plan might play out on 
Wall Street, as well as on Capitol Hill. Incidentally, Paul will have to depart us a few minutes 
early to catch a plane, so no speaker should take it personally if Paul stands up and walks out in 
the middle of what they are saying. 

[laughter] 

And last, but certainly not least, we'll hear from my old friend, but frequent intellectual sparring 
partner, Andy Schwartzman, who is President and CEO of the Media Access Project. Andy will 
be discussing some of the possible public interest issues that pervade this reallocation idea, as 
well as potential alternative approaches to spectrum management going forward. 

Finally, as a courtesy to our panelists, please do me a favor and mute your cell phone, 
computing, or mobile devices so they don't interrupt our discussion. With that, I will turn it over 
to Blair to get us started. Blair?  

III. Blair Levin, Federal Communications Commission 

Blair Levin, Executive Director, Omnibus Broadband Initiative, Federal Communications 
Commission:  First of all, thank you very much, Adam, and thank you for hosting this. I really do 
appreciate the opportunity to have a very robust dialog about this issue. 

I wanted to introduce my colleagues, Phil Bellaria and Rebecca Hanson, who have worked 
extensively on this and actually know a great deal more about this than me. Though I will say, to 
the extent I make mistakes or create problems or say really stupid things, that really is all me, as 
I'm well known for doing those things. 

[laughter] 

So the question is, how do we get here? How do we come to be discussing this as opposed to 
other things we could be discussing this morning such as how do you break into a State Dinner? 
Why are we here instead? We kind of broke into The Recovery Act, now that I think about it. 

In the Recovery Act, the Congress asked the FCC to set out a long-term plan for broadband in 
America. It's very extensive, in terms of its scope, talking not just about how do we connect 
last-mile homes with the last-mile in rural America, and also affordability, maximum utilization, 
health care, energy, education, a whole bunch of things. 

Clearly, part of that, is about not just fixed broadband, but mobile broadband. So, very early on 
in the process, when we started looking at the record in July, which is about when I got there, 
one thing that became very clear was that there was a consensus that demand for spectrum is 
about to explode. It's already big, but it's about to explode. 

You can think of this as the iPhone Effect, but it's really that smart phones have grown 690%, in 
terms of usage, in the last four years. Mobile data is growing at a projected rate of about 129% 
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per year. Right this year it's 17 petabytes a month, projected to be over 397 petabytes a month 
in the year 2013. So there's a huge increase in the demand for data and that means people 
need more spectrum. 

Now, thereΩǎ a lot of different estimates, CTIA says we need 800 more megahertz, ITU, I think 
says more. It's difficult to know what the real number is, but it's clearly a lot. Then you look at 
two other things that I think are undisputed, in terms of facts. One is we only have 50 
megahertz in the pipeline to be allocated and 40 of it isn't very good for mobile broadband. 
Then the other thing is that it takes six to 13 years to clear. 

So if you think about what we are going to need in the next decade and then you think about 
the amount of time it takes and you think about what we have in the pipeline. There's, 
generally speaking, a consensus that we're going to need more. Then we start thinking, "OK, 
well, what kind of spectrum are we actually looking for because not all spectrum is equal?" 

So, you start thinking, well, you want to have bands that have technical qualities like 
propagation characteristics that support wireless broadband. You want large contiguous blocks 
to meet the needs of the next generation networks. You want there to be places where there's 
harmonization internationally, because that lowers the cost of the equipment, and the 
networks, and things like that. 

You also would look at things like where there's an economic gap between the current use and 
potential wireless use. You would want to look at bands where maybe there are regulations 
which constrain the market mechanism. You also might want to look at bands where you can 
have a meaningful reallocation of spectrum while, nonetheless, preserving current uses. So that 
was what started the inquiry. 

At the same time, interestingly enough, broadcasters started to ask me questions about could 
they use their spectrum for other purposes? How would the FCC feel about leasing parts of 
their spectrum?  This was very early on in July and August, where the law allows them to lease 
the spectrum and they get 95% of the revenues and have to turn back 5%. That's actually in the 
'96 [Telecommunications] Act. 

That's certainly a logical thing, because when you look at the spectrum right now, and I think 
Coleman knows a whole lot more about this than me, but the value of the spectrum itself is 
greater than the value being created for broadcasters in the use of that spectrum. 

So that's the kind of market mis-allocation that ordinarily the market itself would correct. If this 
was any kind of other property, someone would come in and pull together a bunch of real 
estate, and then eventually put together a package and then it would go to a higher and better 
use. 

But there are two very big problems. One is that you have a joint control of the asset by both 
the private parties and the government. The second, and perhaps more significant, is that the 
spectrum is valued not in the way that the broadcasters have it. It's not valued for the highest 
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and best use in the market by people who are looking for six megahertz in a city, rather, you 
need larger frequency aggregation, and you need larger geographic aggregation. 

But it's certainly true that not all broadcasters are using the entire 19.4 megahertz, and when 
you look at the economics of broadcasting - and I know there's a dispute about this, and we can 
chat about this, and I don't hold myself out as an expert, but I did spend eight years on Wall 
Street, and this was germane to the kind of stuff that we did - it's not clear that every 
broadcaster in every market needs that 19.4 megabits bitstream. 

So, we started having some interesting conversations with folks, and what we wanted to do is 
to see if there was an opportunity for broadcasters who did not need that excess spectrum to 
essentially help us create a market so that we can avoid the crisis that is not today and I want to 
be clear about that. The crisis is not today, but it is certainly coming. 

There are arguments that some folks make, and I understand this. Washington generally 
doesn't react ahead of time to prevent a crisis. If someone had come into the Congress and 
said, a year before Katrina, "We need to fix the levies," people might not have listened. There 
are many other examples where government does react to the thing once a crisis hits. 

But part of the joy of doing a long-range plan is that you actually get to look at things in the long 
run and say, "Hey, we actually might do some good for the country by looking ahead and seeing 
where there might be a problem." 

So that's where we started, and we've been having some interesting discussions. For example, 
today a broadcaster can sell a station, but the implied value of that spectrum is only about 
$0.13 to $0.19 per megahertz POP because the price reflects the business model tied to the 
spectrum by current rules and regulations, whereas in the last auction, by way of contrast, it 
was $1.28. 

Now Coleman knows a lot more about this and can go into the economic effects and what that 
means for the economy. But I just wanted to open up by saying, and I really appreciate Adam 
and the Foundation doing this because this is precisely the kind of dialog we need. 

I don't know that we'll strike a deal today. I suspect, as one who used to predict things, I would 
predict we're not. But that's OK. I think that there are a lot of things to play out. 

I want to just close by saying three things. First, it is a bit of a mystery to me why the 
broadcasters who, by the way, initially, some of the conversations were very interesting, and 
hopeful, and thoughtful and provocative. The public conversation, I can read the same stuff, 
and I'm sure David will say just basically, "There's no way to do it. You just can't do it. It won't 
work. It doesn't matter. There is no creativity. It just can't be done. The spectrum crisis in the 
future, that's your problem, Blair. It's not our problem." 

OK, that's fine. It's a bit of a mystery why we can't explore the idea that some broadcasters 
might wish to sell their spectrum in a way that benefits them and the country and that we have 
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to close that dialog down. I do not know why that has to be true, but apparently some people 
think that it has to be true. 

I live in a world of reality, and while I'm perfectly, as some of you know, happy to have fun and 
sometimes think that a lot of this stuff is very amusing, there is a certain reality to things that I 
think the broadband plan ought to reflect and policy ought to reflect. 

I'm going to close with two things, one from Friday's Comm Daily. "Recent transactions for 
non-performing full-power TV stations implying incredibly low prices for stations that don't 
have a major network affiliation. At their peak, the deals, known as stick transactions because 
the only asset of value was the FCC license, were valued around $50 per TV household. Recent 
deals where stations were sold out of bankruptcy have had values of $3 to $6 per TV 
household. More notable is there are just not many deals. Sticks can't sell.  Well, that's the 
reality. The notion that you have people who want to sell and can't even sell for the value of 
the stick reflects that maybe we ought to be able to make a deal. 

The other quote I would say, and I hope my friend, Paul Gallant, an equity analyst, and my 
former colleague and good friend, David Kaut, who's also an analyst, will forgive me for quoting 
another analyst.  But two weeks ago, or just before Thanksgiving, Craig Moffettτwho's a very, 
very exceptional analyst covering a number of thingsτwas talking about this issue. I 
recommend the piece he wrote because he talks about the looming spectrum crisis, and he 
says, "It sets up a compelling policy debate. Ten years from now, what would we rather be 
known for, that we lead the world in broadcast TV or that we lead the world in wireless 
broadband?" 

I hope it does not come to that because I think we can actually lead the world in both. But if we 
do not find a way of getting more spectrum into the commercial marketplace, we are going to 
have a very difficult time leading the world in what will certainly be for the next decade the 
most important platform for business productivity gains, for economic growth, probably for job 
growth in the economy. 

Thank you very much. 

Mr. Thierer:  Thank you, Blair. Coleman? 

IV. Coleman Bazelon, The Brattle Group 

Coleman Bazelon, Principal, The Brattle Group:  Thanks, Adam, and thanks, Blair, for two plugs. 
Adam asked me to briefly talk about the value of broadcast spectrum, and in short, it's worth a 
lot. Thank you. 

OK, I'll elaborate. In my paper recently filed at the FCC by the Consumer Electronics Association, 
I take three different approaches to calculating the value of the broadcast band. I look at what 
the spectrum is worth if sold for commercial, mobile, or wireless broadband uses. 
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I look at what the financial markets value the spectrum at its current use of broadcasting, and I 
look at the opportunity cost of making over-the-air broadcasting unnecessary by migrating all 
users to subscription services. I also perform a similar analysis for reallocating three-quarters of 
the broadcast band. 

Just as a note, there's also a lot of different plans being proposed that take different slices of 
the spectrum, and I can tell you what I think they're worth as they come up later. 

First, I calculate the market value of 294 megahertz of unrestricted spectrum at about $60 
billion. This calculation takes into account both the effects of the recent economic downturn on 
spectrum values and the further depressing effect on spectrum prices of increasing the supply 
of commercial mobile spectrum by about 50 percent. 

That same 294 megahertz of spectrum as currently used for over-the-air broadcasting is valued 
by the financial markets at about $12 billion. Consequently, simply reallocating the TV band to 
commercial mobile or wireless broadband uses would increase its market value by about $48 
billion. 

As an alternative approach to valuing the cost of making the TV band available, I somewhat 
conservatively estimate that migrating all remaining over-the-air households to pay services - 
that is buying them lifetime subscriptions - would cost about $9 billion. Consequently, $51 
billion in value could be created by eliminating the need for over-the-air broadcasts. 

Finally, I estimate that reallocating three-quarters of the broadcast band would diminish the 
value of broadcasting by about $6 billion while freeing up almost $48 billion in spectrum for a 
net gain of $42 billion. 

This analysis shows that there are significant gains from reallocating the broadcast band, and I 
think the takeaway should be that there are significant gains, not that it's $42 billion or $51 
billion, but that it's tens and tens of billions of dollars. 

However, this analysis does not show how those gains should be or will be shared by the 
various stakeholders. Important questions of how to work out the reallocation remain and I 
look forward to discussing those with the panel today. 

While $42 billion to $51 billion is a fair amount of money even in today's Washington, the real 
benefits of the transition will be to consumers of the wireless services. The amount consumers 
will value wireless services over and above what they have to pay for them will be 10 to 20 
times the market value of the reallocated spectrum. This is an amount that rounds off to $1 
trillion. 

Keeping in mind these significant consumer benefits, it's clear that reallocating the broadcast 
spectrum is of first order of importance and how the direct financial gains are shared is of 
second order of importance. Hopefully it's that second order discussion that we're on to today 
or by the end of today. 
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Mr. Thierer:  Thanks, Coleman. You get a medal for keeping well under your six minutes! David? 

V. David Donovan, Association for Maximum Service Television 

David Donovan, President, Association for Maximum Service Television, Inc.:  Thank you, 
Adam, I'm delighted to be here today. Starting several months ago, Congress did two important 
things. First, it did require the FCC and the government to begin to look at creating a national 
broadband plan. Not necessarily a national wireless broadband plan, but a national broadband 
plan to get service, particularly to those who are unable to access broadband services. 

At the same time, it also passed legislation extending the digital transition because it wanted to 
avoid a digital divide that would be created in this country if consumers lost access to free 
over-the-air digital television and particularly with respect to high definition television and the 
multicast services that broadcasting is offering. You have two twin goals here. 

Now, in the past several years, broadcasters have improved their inefficiencies by a factor of 
four to five. We've given back or at least have reallocated more than 25% of the spectrum 
broadcasters have been using. We now use 294 megahertz a spectrum. 35 megahertz in the 
broadcast auxiliary service have also been reallocated. Why is that important? 

We believe that we are part of the solution, particularly as it applies to wireless. In any overall 
wireless ecosystem, an important component will be the provision of a service from point to 
multipoint, from providing services to thousands and hundreds of thousands of people at any 
one particular time. We believe we can do it with respect to emergency information, your daily 
news in which we serve as a foundation for journalism in that regard, entertainment, high 
definition TV, and we'll talk about mobile in the future. 

But what is important is and certainly my members believe strongly that the business value 
proposition of over-the-air television far exceeds what would be a one-time snapshot valueτ
we can go into Coleman's evaluations later onτthat as an ongoing business, it is better not only 
for their own personal economic interests, but society as well. 

For the last year the Government and the industry have engaged in a joint partnership, telling 
the American public that they will be able to get free over-the-air high definition television or 
multicasting if they did a couple things, if they went out and either got a converter box or went 
out and bought a new digital TV set. Now, I think it's important for the government as we move 
forward to essentially keep that promise. It's important for us to keep that promise as well. 

And I think it's important, because broadcasting by and large is a public good, and we can get 
into the evaluations of public good later on. But we provide that free alternative which America 
has become increasingly relying on. So where does that leave us today? We want to work with 
the broadband task force. In fact, we have for years believed that you can use television 
spectrum, particularly in rural areas, for the provision of an over-the-air wireless broadband 
service. 
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Canada has been doing a licensed service in the television band for quite some time and we 
believe that that should be applied to America. But there are two key important principles that I 
think we have to be concerned with. We do not want to be in a situation where we begin to 
take away from Americans that which was promised in the digital transition. And while Blair, 
and quite appropriately, did not lay out specifically what his plan envisioned, we believe the 
debate at least today focuses on two possible plans. 

One:  If you're trying to gain back let's say 100, 150 megahertz a spectrum, there's a concept in 
which broadcasters essentially would be forced to share facilities. To do that, however, requires 
broadcasters to reduce their bit stream making it difficult if not impossible to provide free 
over-the-air high definition, additional multicast channels, and forecloses any possibilities of 
mobile in the future. That's one set of proposals that I believe is out there. 

The second set of proposals, of course, is your classic repacking and how one repacks and how 
much spectrum one wants to get. You will have varying solutions. Now, I really think it's 
important at least we have an understanding how much spectrum the Government wants back. 

Now, if you're going to repack, it raises a different set of issues. First, if you're repacking and 
everyone is retaining their full six megahertz channel, are you changing coverage areas?  What 
are you doing with the real world situations such as in New York where it is extremely difficult 
to repack and collocate on one particular channel? I think the trials and tribulations of Freedom 
Tower and the problems that we have on Empire right now is a classic situation. 

But there is another way to go about that, and it's certainly consistent with the rural model. 
What we have heard so far to date is we must clear national bands of spectrum.  But certainly 
to provide broadband in rural areas, you don't need to do that. You can do it in regional areas. 
You can do it in a regional approach. Why is this important? It's not the question of 
broadcasters not wanting to engage in this discussion, although I have heard for months that a 
number of broadcasters want to participate but have yet to have any actual company's name 
that would participate. But let's assume that you have some that want to participate in one 
particular market. 

Broadcast licenses are local and even if I get stations in one particular market to agree, you may 
not get stations in an adjacent market or in another town to agree. Maybe they want to provide 
service to their communities, but to create a national clearing approach, that at least has been 
suggested this morning, it forces the Government to at some point force some broadcasters 
either off the air or to dramatically change their facilities. 

And that I think, and it goes to Adam's point in his article, which is we support free choice, but 
at some point if you're doing a national clearing, it's not free choice. It's very much like the 
eminent domain issued. I think we all have to confront that and should confront this upfront. So 
it's not free choice. 

When we talk about business models, and Blair certainly is an expert in Wall Street, and we talk 
about the highest and best use, let's take a look at what we're really talking about here. 
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If you are valuing over-the-air television broadcasting and its importance to the American 
public, using a snapshot based on an auction valuation at a particular point in time is really 
highly inappropriate. The business model of broadcasting is heavily regulated. Now, I'm not 
here to debate whether the regulations are good or whether they're bad. The bottom line is it is 
heavily regulated, and that defines, of course, the value, just like heavy zoning defines the price 
of land. 

To then say that I'm going to heavily zone an entity, that it's limited in use, and then say, "Oh, 
we can get more money for that land if you turn it to an alternate use." Doesn't say anything 
about the value of the business. What it says is that the public policy considerations of the 
regulators and the values which they are now subscribing to have changed. I think that's what 
this debate really is all about. 

It is, at least as we've heard today, that there is a desire to move away from a public good free 
over-the-air model to something else. That's what this debate is about. It's not necessarily 
about business models. So if we're looking at these issues, I think that there are a couple of 
things. If you look at the business models, and Coleman has done a very nice job with his study, 
but he doesn't consider all the costs and all the factors. 

For example, I think it is absolutely incorrect to say that only 10% of Americans rely on free 
over-the-air TV. If you use the GAO numbers alone, 35% of U.S. homes have at least one 
over-the-air television in that home. They are all affected and indeed, Consumer Union 
indicated that 40% of the cable subscribers believe that they need that free over-the-air option. 

If you look at converter boxes alone, you have over 34 million homes in which 34 million 
converter box coupons were redeemed. If you even just do the math, that's over 17 million 
homes relying on converter boxes alone. Over a $109 billion of DTV receivers have been 
purchased by U.S. consumers since 2003, because that's what the Government said to do. 

If you look at just the raw numbers of 35% of homes have at least one digital television, you're 
looking at a sunk cost of the American public of over $35 billion. You add to that numbers that 
approximate at least $500 million for antennas, not to mention additional costs in terms of the 
$2 billion in converter box investment. 

If you look at the costs of over-the-air viewers and how that could be priced in terms of what's 
being lost, your programming costs alone could run into, apart from your opportunities for 
advertisers, to $20 billion. I don't want to get into the accounting, but we can in further 
discussion. But you are talking values here to the American public, to consumers' values, that 
far exceed the costs that Coleman has assumed in his spectrum valuations.  And of course, 
Coleman's spectrum valuation is one snapshot based on an analog business model, which 
frankly has not existed since June 12th.  

I think there are a couple additional considerations here. If you look at Coleman's analysis very 
carefully, there are some things he hasn't included. He hasn't included the public good value of 
over-the-air television. But even from a pure economic standpoint, he doesn't include for 
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example spectrum, in particular television spectrum, which has been reallocated in some 
respects for TV white spaces. 

The effect of that on a spectrum auction was not included. The effect of trying to clear the band 
of unlicensed devices wasn't included in his analysis. You have close to 500 megahertz of 
unlicensed spectrum that's been out there. That's not included in the spectrum analysis. 

So to come up with a valuation that he has I think is just a little bit off. In terms of replacement 
costs for broadcasting, I do think it's one important consideration, and I'll close with this 
because we can talk about demand for spectrum later on. 

The replacement costs for broadcasting, at least as articulated by Coleman, assumed that one, 
in perpetuity, we're trying to replace the cost of the basic tier of service which he valued at 
roughly 10 bucks a person. What is missing, however, is that most of your high definition in 
your digital services in this country are on a premium tier. 

So the costs of making consumers whole, particularly with respect to loss of high definition, is 
not included in that analysis and when you start including those issues, the costs of trying to 
replace an over-the-air service grow exponentially. 

In conclusion, one of the key things we have to really, and I hope we can have a dialogue here, 
and this is really, really important because no one likes to shadowbox, is to find out specifically 
what at least the broadband task force is contemplating in terms of trying to get spectrum back. 
How much? Because that determines the policies that one follows, and to date, that has been a 
very nebulous number. So I guess I do disagree with Blair. 

It's not a question of the broadcast industry not wanting to engage in this debate. The fact that 
we're here having this dialogue means that we want to. But we really do have to know what is 
in store for us or at least what is going to be proposed because you can't have a meaningful 
dialogue unless you know that from the start. And so with that I'll stop here, and we can extend 
discussions later. 

Mr. Thierer:  Thank you, David.  Kostas? 

VI. Kostas Liopiros, The Sun Fire Group 

Kostas Liopiros, Principal, The Sun Fire Group:  Thank you, Adam. As Blair has mentioned, there 
is no shortage of spectrum for now, but there is a growing shortage of capacity. Carriers are still 
deploying on the spectrum that they have. There's still bunch of spectrum unused, but some 
carriers especially have trouble meeting the data demands of some of the subscribers. And 
they're dealing with a shortage in several ways. They plan to deploy more efficient 
technologies, increase spectrum reuse, and they all want to add spectrum, of course. 

Now, carriers are using a combination of these three techniques, but there are limitations to 
technology for example. Proposed 4G standard technology are quickly approaching the limits of 
what can be achieved in terms of efficiency. Capacity gains are due, again, to using more 
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spectrum. Most of the gains of capacity spectrum carriers have been able to amass have been 
from increasing spectrum reuse, splitting cells, adding cells, deploying femtocells, which is a 
form of spectrum reuse. There are limitations to that. 

And only additional spectrum can produce the required gains of capacity in the future, but if 
the gains capacities are oriented towards wireless broadband, for national wireless broadband 
capability, you need to focus on the right type of spectrum. Principally, spectrum on the UHF 
band, generally 300 megahertz or three gigahertz you go one direction or the other, for reasons 
of propagation and penetration, coverage of large rural areas, and deficiency and cost of 
deploying a system. 

You need contiguous blocks, again for efficiency, and because of the technologies that carriers 
have used in this country for mobile capability. You need to have spectrum to allocate it for 
frequency division duplex, but you could also use it in concert with time division duplex 
capability. 

The FCC, as Blair has mentioned, [has] only 50 megahertz is in the pipeline, but very little of 
that spectrum fits that requirement, probably primarily just the D-block at this point. 

We went to the question of where do we come up with this prime spectrum for mobile wireless 
capability? Obviously, the broadcast spectrum has been the low lying fruit for mobile wireless. 
One time in the early 80's, after the addition of UHF allocations, there's actually 486 megahertz, 
81 channels of TV broadcast spectrum. 

After the 800 megahertz band was reallocated primarily for mobile services, and after the 700 
megahertz band was reallocated again primarily for mobile services, we are left now with 294 
megahertz, 49 channels of broadcast TV, about 60% of the original spectrum. 

The issue is whether we have adequate or whether they can be redeployed for better uses. 
Several options have been suggested for reallocating the broadcast spectrum. I won't get into 
the public issues involved in that. I'll focus on what the options are and the technical issues. 

One, of course, is reallocate all TV spectrum, and as Coleman and others have mentioned, move 
the subscribers onto some kind of basic tier, multi-channel video services. That will provide 
obviously the whole UHF band but also the VHF band which is of less use for what we're talking 
about in the mobile wireless spectrum. It will also eliminate the white spaces, which may or 
may not be an issue. 

Another option has been mentioned, I'll call it the flexible use option, where broadcasters can 
individually sell off the licensed spectrum, which then can be used for wireless broadband on a 
site by site basis. Don't forget, a TV broadcast license is a site license to use that spectrum 
within a specific region. That's definitely contingent on a spectrum block, even before license of 
a channel are obtained you can, for example, the carrier obtains all channels, six licenses or 
channel 40 licenses in the U.S., but that does not give you a national contiguous capability 
because of the reuse limitations and the interference limitations. 
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Therefore wireless service is provided in a spectrum as to avoid interference with other 
operating broadcasters. White space operations would probably be impacted but maybe not 
very much. The only good solution to come with a contiguous band is, again, to repack the 
spectrum, a very messy, laborious process that has a lot of consumer impact. 

Third option I'll call the SDTV only option. The option you've read is to scale back broadcasters' 
over-the-air strategy for the time being into a single standard definition channel and multicast 
all the standard definition channels in all markets.  Stations with HD content will be required or 
would have the option of distributing via multi-channel video services, take that spectrum and 
reallocate the remaining spectrum. Now, that option makes use of the multicasting capability in 
the ATSC standard. ATSC TV systems are developed to achieve as large a digital payload as 
possible. You can use the payload to provide a HDTV channel or several, some in combination 
with SDTV, or to transmit a relatively large number of standard definition TV channels.  For 
example, a six megahertz TV channel can support four to six or even more standard definition 
TV feeds, dependent upon the tradeoffs involved of the content, the motion in the content and 
the quality desired.  With improvements in the coding and transmission standard, even more 
centered definition TV channels get transmitted using a six megahertz standard channel. 

This option is very similar to what has been undertaken in the United Kingdom in terms of their 
digital transition, except there they started from the beginning in terms of defining 
transitioning of the broadcasters and defining what they call "multiplexes" for transmission of 
multiplex content.  At the time, no HD content was transmitted over traditional digital TV and 
broadcasters were required to transmit their standard definition video feed through one of six 
multiplexes being developed throughout the country. Actually, right now there are plans 
underway to upgrade the standard to digital video broadcast two and deploy impact for 
capability with increases that provides even larger capability to multiplex even more channels. 

Now, taking this approach, the SDTV approach, for example, if we desire to do so, again, to 
maximize wireless broadband spectrum, it would be desirable to transmit the standard 
definition feeds on VHF multiplexes.  Doing so, you can recover all of the UHF band, 222 
megahertz, 37 channels. Recall that one of the channels is restricted to radio astronomy, 
channel 37. Looking at the market, for example, the various markets, one to four VHF 
multiplexes required per market, each carry four to six standard definition program streams to 
support all the current high power broadcast TVs in a market. 

For example, in Los Angeles, there are 26 full power TV stations in the Los Angeles market. Five 
are operating VHF frequencies. The 26 station feeds can be multiplexed into about five VHF 
stations and about four to six standard definitions streams a piece. In New York City, for 
example, there are 22 full power TV stations. Four operate in VHF frequencies. The 22 station 
feeds can be multiplexed into about four VHF stations at about four to six standard definition 
streams a piece. 

Now, such a transition would be technically fairly easy. There are some issues, though, in terms 
of use of VHF. There have been VHF reception problems with the ATSC standard in packing the 
frequencies. The FCC eliminated VHF transmitter power to avoid interference and signals have 
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been unable to penetrate apartment buildings and homes' reception with indoor antennas, 
causing a lot of complaints. 

States have petitioned to change channel allotments from VHF to UHF and the FCC is granting 
out power increases for moving stations from VHF to UHF. So to adopt this option, I think we 
need to look better at how the frequencies have been repacked, the FCC standards, and 
perhaps do a little bit more of planning for the VHF allotment. 

There are some customer issues in a transition to such an option. It is mostly in terms of 
rescanning your TVs or converter boxes. The channel numbers would be the same for the 
stations in an area - virtual channels, the use of virtual channels. Once the move occurs, the 
move can be fairly seamless. The consumers need to rescan to permit their TVs and converter 
boxes to accept the new channels. 

So basically, I don't see any major technical issues with any of the options, even the SDTV 
option, which is very interesting from varied aspects. It is mostly a policy issue in terms of 
determining what we want to do, what we want to use over the air broadcast for, and how 
technically best to go along the transition. 

Mr. Thierer:  Thank you Kostas. John Hane. 

VII. John Hane, Pillsbury, Winthrop, Shaw, and Pittman 

John Hane, Counsel, Communications Practice Group, Pillsbury Winthrop Shaw Pittman LLP: 
Thanks Adam. A hostile administration in the East is developing weapons of mass destruction. It 
cannot do it on its own. However, foreign technology suppliers that do not have the best 
interest of the United States citizens in mind are assisting in the development of these 
weapons. Unfortunately, this story hasn't gotten a lot of coverage because the broadcast 
centers have just spent billions of dollars on the transition and don't have the money for the 
news resources. So I don't know what we are going to do. 

All right, I was trying that out on you and it doesn't play. That is the end of it. I won't use that 
again. Bruce Jacobsen warned me it wouldn't play. I am supposed to talk about the legal and 
political complications of spectrum reallocation. 

The truth is we don't really know the real legal and political complications yet. That is our 
collective job to create some complications and then resolve them over the next few years and 
I am not going to give away my trade secrets here, but we can make some safe guesses. 

First, to reallocate the broadcast spectrum to wireless services, you have to modify broadcast 
licenses or you have to get rid of some of them all together. Extinguishing licenses requires a 
hearing, potentially hundreds of them, each one affecting one or more congressional districts. 
Technically speaking, the FCC can modify a license without the licensee's consent, but in the 
best case, that is a very long and complicated process with an uncertain time frame. If there 
really is a spectrum crisis, the stick approach, and I did intend that pun, is not going to solve it 
very fast. 
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Another problem that I think David or somebody mentioned is non-national allocations. The 
dirty inside secret is that there is no shortage of spectrum in Dothan or Springfield and there 
never is going to be a shortage of spectrum there. But since we are talking about mobile 
devices and mixing high and low power operations in the same band, it is very hard to do 
non-national allocations. 

So to get more spectrum in a small handful of very high density population zones, we are really 
looking at a second transition for virtually every broadcast station in the country. I don't know 
how the math of that plays out, but I suspect the predictions of auction proceeds sufficient to 
accomplish this, with a bunch of money left over from the Treasury [Department], are not very 
likely to be realized. 

Must carry: If you take the spectrum away or if you repack the spectrum and get broadcasters 
to share facilities, if you are a cable industry lawyer, certainly you are going to go to the 
Supreme Court with revised First Amendment arguments and a different record.  Program 
producers are going to challenge compulsory copyright. These two cases alone would 
fundamentally change the entire broadcast industry, the whole television industry, in fact. 

Network affiliate relationships: The idea that you can dismantle over the air broadcasting and 
retain the complex and delicate balance of national programming that exists on broadcast 
stations today is a naive notion. 

Nonconforming allocations in Canada and Mexico: A lot of our population lives near the 
borders. How do we handle that? 

We could go on with potential legal issues, some that are latent and are real, some that we 
haven't figured out yet but that are real, and on and on. I want to offer a couple non-legal 
observations because I want to. 

First, nobody has provided any facts to show that there is a looming spectrum crisis. We do 
have projections made by trade associations and trade association consultants. But the only 
independent source is an ITU report that was written by vendors to the mobile service 
providers. There is nothing authoritative or objective about the ITU report. 

Broadcasters need to do a better job of explaining the flaws in the wireless carriers' arguments. 
The good news, and I sincerely mean this, is that this FCC, I believe, is truly prepared to listen 
and has an open mind and really wants to make the right choices. I think there is a lot of 
education, but I think this FCC is very, very well intentioned. 

Second, I think it is very short sided to compare the efficiency of broadcasting and mobile 
broadband on the basis of over the air bits delivered, bits used, households or devices served, 
and that is because, as David observed, these services, first and foremost, reflect the FCC's 
regulations. 

In any given market, Verizon Wireless alone controls more spectrum than all of the 
broadcasters combined, all of them. Verizon can choose the technology it wants. It can deploy 
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and redeploy its spectrum as it sees fit. It can introduce new technology and phase out old 
technology. It is constantly in a state of digital transition and it doesn't need the government to 
manage that. 

Of course Verizon is adapting to technology growth and consumer preferences faster. The FCC 
lets them. By contrast, the FCC imposed the ATSC standard. From a consumer's perspective, it is 
very, very hard to use. Now, mobile, and I think a lot of people at the FCC and elsewhere 
discount that, but mobile is going to address a lot of that. Also, development by entrepreneurs 
on the device end is going to solve the ease of use in the home.  Consumers want and expect 
their devices to be engineered for plug and play. And today, this is changing fast, but today, 
except for the mobile specification, ATSC doesn't fit the bill. But again, there is a big market and 
people are developing.  

On top of that, the FCC's ownership limits prevent anybody from using broadcast channels to 
launch a new coast to coast service or introduce a game changing service in any market. If you 
think the broadcast spectrum could be better used, look at part 73 of the FCC's rules and you'll 
find the reasons. 

Third, we need to be honest about the resources that are really in short supply, and we need to 
be judicious in setting our priorities. I think we have a long way to go in this regard. 700 
megahertz in auction proceeds came out of a world that supports mobile data plans that cost 
$4 to $8 a gigabyte. If the significance of that isn't obvious to you, go home and look at your 
communications bill. 

Here is mine: It's 14 pages, and it's over $400. It includes four mobile voice lines, one mobile 
data plan at 45 bucks before taxes and fees, two or three TVs, landline voice and a really good 
solid broadband fiber connection at home, which I truly love. I also love my mobile data. My 
wife and I however are simply not going to add three or four more additional mobile data plans 
at $30 or $40 a month. We're not going to do anything close to that and if we do, it's going to 
come out of somewhere else on this bill. 

We'll either drop our home broadband connection, which I don't think advances all the policies 
of the national broadband plan, or we're going to drop our home TV service which comes in at 
well over $100. 

My point is this: The real limited resource is personal income. You talk about auction proceeds, 
you talk about consumer surplus, any of these economic arguments come back to the bill that 
the consumer has to pay for communication services at the end of the day. 

Every communication service that consumers have to pay is related to every other service. 
Think of it this of this way, the demise of the long distance market drove a whole lot of 
broadband penetration, a whole lot of it, because it freed up consumer cash. We have 270 
million mobile devices out there on voice, but they're not all going to add data plans at $30 or 
$40 a month, even if we have unlimited spectrum. 
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The business development people at the wireless carriers absolutely crack up laughing when 
people project an auction of 294 megahertz of spectrum at $1 a POP. They absolutely crack up 
even more when people suggest that that's all going to be built out nationally. Consumers don't 
have the income to support that sort of thing. If you boost wireless broadband too much, 
you're going to see unintended consequences and that includes flowing wireline broadband 
growth or even a contraction in that critical market. 

I promise, if you could easily TIVO "The Simpsons" for free and get "The Daily Show" over the 
web, which is going to be a possibility in the very near future, I'd drop cable TV at home. I'd 
save that hundred bucks, and I might by mobile data plans. So these things are all very, very 
interrelated in a very complex way. 

If you want to fund broadband growth both in home and mobile, one of the best places to look 
is at the option of giving people the flexibility in an easy way to abandon one of the line items 
on here that constitutes perhaps the biggest one, $100 a month for video. 

Free TV served to low cost DVRs, including mobile DVRs, supplemented by robust landline 
broadband connections is going to provide the cash that consumers need so they can spend 
more on mobile broadband. It is the killer application of the next decade if we don't kill it. 

Mr. Thierer:  Thank you, John. Paul Gallant? 

VIII. Paul Gallant, Concept Capital 

Paul Gallant, Senior Vice President, Concept Capital:  Thanks, Adam. If it's OK, I'll speak from 
here just because I've got some handwritten notes and I'm afraid if I get more than like 12 
inches away from them I'm not going to be able to read them. 

So this spectrum reallocation issue right now is mostly a Washington issue. The reason is it is 
still so unclear whether anything is actually going to happen, and if it does happen, it's going to 
take a long time and even when it actually happens, it's not clear whether it will be a net 
position or a net negative for the broadcasters. So I think right now this is sort of an issue 
mostly of curiosity to most folks in the investment community. 

But having said that, I do think that there is some, and we do have a sense that there is some 
preliminary thinking going on on Wall Street about whether there is an opportunity here for the 
Government to create more value in the ancillary broadcast spectrum that broadcasters can 
create on their own. 

You know, today Wall Street mostly values broadcasters based on their ability to monetize their 
single stream of programming through advertising and through retransmission consent fees in 
cases where it's being paid. 

There's really not much value assigned by Wall Street to ancillary businesses like multicasting or 
to the nascent mobile TV business today, I mean, not that it should be, because it's just getting 
started. But multicasting I think still in pockets is having some traction, but overall I don't think 
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it is delivering the kind of growth story that a lot of people thought it would back in the 1990's. 
Perhaps partly because the FCC never ordered multicast must carry the way the broadcasters 
had asked them to, but in any event that has not panned out the way I think broadcasters had 
expected back in the 90's. 

The other growth story potentially for this ancillary spectrum is mobile TV, and that is just 
getting started. There is certainly some reason to think that it is catching on to some powerful 
trends which is putting TV in front of where the viewers are going and that is mobile devices. It 
also holds out the possibility that broadcasters could get into the business of more targeted 
advertising through these mobile devices and those are both certainly powerful trends that 
they would be on the right side of. 

But I think there are also some real questions as well about the mobile TV scenario. A couple of 
them would be: Can you sell a linear product to mobile customers? Mobile usage today is 
largely a pull service, on demand - I want it when I want it - and if the initial application of 
mobile TV is simply retransmission of existing signals, it's not clear whether that's going to catch 
on. If you go a step beyond that and you say, "Well, the broadcasters could work out 
arrangements with the broadcast networks where on demand content could be served to 
mobile TV customers." That is certainly a more attractive scenario. 

An important question though for broadcasters is whether they can turn that into a viable 
business is would the networks end up capturing most of the value from the network 
programming that local TV stations would serve on demand because most of the programming 
that would be pulled onto devices would be network broadcast programming and that requires 
a license from the network. So there are some other interesting business questions as well 
about mobile TV scenario. 

At some point in the spectrum reallocation debate, an important question for Wall Street and 
for the broadcasters is what exactly is in it financially for the broadcasters? We would put the 
potential compensation from the Government to broadcasters into three buckets. One is simply 
the costs that broadcasters have already incurred for multicasting and for mobile TV, if those 
services are to be terminated as part of a spectrum reallocation or reuse. And potentially 
moving towers and channel repacking, any actual costs that broadcasters incur, presumably the 
government would compensate them for that. 

A second bucket of costs would be the revenues that are foregone by broadcasters from 
multicasting and from mobile TV. That's obviously a difficult discussion, because it's so 
speculative, but I think broadcasters would have a plausible claim to collect some 
compensation for that. 

Then the third and most difficult bucket of compensation from the government to broadcasters 
is the sweetener. What if anything would the government give to broadcasters beyond simply 
making them whole through a spectrum reallocation process? I could imagine the broadcasters 
coming to the table at that point and saying, "Look, Section 336 of the Communications Act 
already gives us the right to use our excess digital spectrum for subscription services and we 
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can keep all of the revenue except for 5% of it which we turn over to the Federal Treasury." 
That's a pretty good opening negotiating offer, but this would obviously be a very intensive 
politicized discussion about what, if anything, broadcasters would get beyond their costs of 
making this transition. 

So I guess with that sort of financial uncertainty, it's a good segue into the final point which is 
the role of Congress. It is not clear yet whether Congress will play a formal or an informal role in 
this spectrum reallocation discussion. I assume whenever the FCC puts out a PN or an NPRN, a 
significant question in there will be, "Does the FCC have authority to do this by themselves, or 
do they need Congress to act?" Even if the FCC decides that they have authority to do this by 
themselves, it's foreseeable that Congress would decide to become involved because this is 
such an important public policy question and because there's a lot of money flying around in 
this discussion. 

Last point is if Congress does become involved, what is the impact on broadcasters as opposed 
to the FCC handling this issue by themselves? If Congress becomes involved, there are a couple 
of points. I think broadcasters, if they are reluctant at that point to engage in any real 
consideration of switching their business model, especially away from multicasting and mobile 
TV, might be happy to see that Congress is running the show because it is clearly harder to pass 
controversial legislation than it is to pass an FCC rule.  The prospects for resolution in Congress 
are more drawn out and uncertain than they are at the FCC. So if broadcasters would rather not 
engage in that transition, then perhaps Congress is the place to have the decision being made. 

But point two is once the issue is clearly in Congress' hands, it's not clear how it develops. It is 
not clear, if Congress does pass a bill, whether broadcasters come out better or worse than 
they would if they had worked something out with the FCC. The main reason is that clearly 
there is tremendous budget pressure in Congress today. They are looking for new sources of 
revenue, and the numbers that Coleman is talking about, even if they are overestimates or 
whatever, that's a lot of money. You can imagine the budget committees looking at that and 
saying, "Maybe we can find a little bit extra for the broadcasters here or there, but, boy, that's a 
very attractive piece of revenue." 

So it is not clear to me really, in the end and when netted out, whether broadcasters are better 
off or worse off if Congress gets involved. But it's very imaginable to see Congress stepping in, 
almost regardless of what the FCC decides on its own. 

I'll stop there. 

Mr. Thierer:  Thanks Paul and finally, Andy Schwartzman. 

IX. Andrew Schwartzman, Media Access Project 

Andrew Schwartzman, President and CEO, Media Access Project:  Thank you, Adam. I'm all 
over the place on this one. I think you could characterize me as alterably opposed to some sort 
of major reallocation at this time. 
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I'd like to agree with David Donovan more than I do. I certainly agree with a lot of what he said 
with respect to Coleman's numbers and what he and John were saying about the political and 
social implications of moving things around. This will be very hard indeed. 

But we have given broadcasters an unbelievable benefit in terms of spectrum. They sat on 
twice as much spectrum for 10 years than they needed to use. They've squandered it. They 
haven't come up with a business model. Mobile TV threatens to become commercially viable 
someday.  They haven't used the authority which Paul or John mentioned under Section 336 to 
lease out the spectrum to other uses. Most of all, they have not provided the benefit to the 
public in terms of program service that comes with the bargain to get free broadcast licenses. 
They've opposed any mandates for news and public affairs programming. They've even 
opposed disclosure of what their programming is, much less discussion about how to make it 
better. They want all the benefits and none of the responsibilities. 

But I don't like the idea of spectrum auctions. It isn't property. I certainly don't agree with the 
sell-it-off notion, but even licenses, I don't believe that exclusive licensing is the way to go. I 
don't believe that auctions generate the highest and best use of resources. They favor 
incumbents. They're rigged. They don't generate the revenues that OMB and Congress seem to 
think they will. 

As my colleagues and friends at the New America Foundation have shown, there are better 
ways to use this spectrum coming along, opportunistic use of spectrum, cognitive radios and so 
forth. Auctions lock in existing technology and near-term foreseeable technology. The people 
who are able and willing to bid are basing it on technology that they know they can generate 
and that does not allow the spectrum to be used in better ways coming down the road. 

So I don't think that auctions are the best way to go. We are strong proponents of white spaces 
for that reason. The white spaces technology promised to work within the existing regime and 
have the promise of creating incredible new broadband uses. 

Over time, repackaging or doing some of the moving that we've talked about with over-the-air 
broadcasting towards unlicensed uses is something that I would be very comfortable with. 

Finally, any spectrum clearing that might be done has to bear in mind the needs of the public. 
I'm going to spend the rest of the day and tomorrow over at the Federal Trade Commission at 
some workshops that they're having on the future of journalism. News and journalism are a 
public good. The market is failing. 

We have devoted, with only minimal success, a large chunk of spectrum towards fulfilling that 
need that we have in a democracy for journalism that contributes to a robust debate on news 
and information. The Internet is upending traditional models of journalism. I think the 
government has a legitimate role in fostering platforms for the future to make sure that that 
journalism function is replaced as technology evolves. 

If there were to be any significant revenue generated for the federal government, and as I've 
said this isn't what I posed, I certainly think that one other consideration that needs to be taken 
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into account is the fact that, however unsuccessfully, we have created stakeholders in terms of 
the public. It's not just how much we have to pay the broadcasters to buy them off. It's also 
what are we going to do for the public? 

I can assume that public interest groups, the kind that I represent, will be looking for 
equivalents of the National Endowment for the Arts, the National Endowment for the 
Humanities, for public media, for incubation, for creating new journalism endeavors to replace 
the local journalism the broadcasters aren't doing but are supposed to be doing. So we've got 
other stakeholders in the room as well and I just want to make sure that those are not 
forgotten. 

As I said, I'm all over the place. The one thing I can say is it's going to be fun trying to work it 
out. I think in the end this will be a long, drawn-out political process, and most of all, I'm 
extremely grateful to Blair for starting the discussion. Thank you. 

Mr. Thierer:  Thanks, Andy. Calling for a public option for journalism and news there, are we? 

[laughter] 

X. Rebuttals and Discussion 

Mr. Thierer:  Anyway, let's get to some rebuttals. I'll go right back down the row, basically, and 
do that. But I know Paul does have to run early. So, Paul, if you want to jump in here with a 
comment, you don't have to, but feel free to do so. I'm going to ask Blair first, but then if you 
want to say something, let me know. 

Mr. Gallant:  I'd actually rather hear the others first if you don't mind. 

Mr. Thierer:  Blair? Just a few minutes each, so we can have questions. 

Mr. Levin:  Thank you.  Andy, thank you for that comment, and I have to echo, this is going to 
be great fun. The issues are really interesting. There's a lot of policy, but there's also a lot of 
engineering and there are a lot of other issues involved. 

But let me just make a couple of points. First of all, I completely agree with Andy. It's about the 
needs of the public. Andy and I may not agree on those. I will first offer this thought, that part 
of the reason we did this, part of what drives our analysis is the public is speaking. They are 
moving. One of the things that David said that just is factually wrong, and David said a lot of 
stuff that's right, but one that's factually wrong, people are increasingly using free over-the-air 
television. That's actually wrong. In the last ten years, the amount of people using over-the-air 
television has gone down about 56%. In contrast, the amount of people using mobile phones is 
up to about 336% and as I mentioned earlier, smart phones the last four years 690%. So we're 
actually trying to accommodate the public need. 

Now obviously I disagree with John Hane about whether there's a looming spectrum crisis. I 
would just note that in the record you have a lot of companies that don't usually agree with 
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each other, whether it be the Googles and the Amazons and the AT&Ts and Verizons. There's a 
whole ecosystem of folks who seem to disagree with John. But that's a worthy debate and I do 
appreciate John's kind comments, because we are trying to look at this legitimately and trying 
to be factually driven. Something else that I think of... 

But what I mean to say about the journalism is I have a question for anyone. Anyone in the 
audience is welcome to answer this. I think David you said 26 TV stations in New York, how 
many do local news? Does anyone know the answer? 

Unidentified speaker:  Five or six. 

Mr. Levin:  Five or six out of 26. Los Angeles, 22 stations, how many do local news? OK. If the 
whole, I think the number, probably the ratio is about the same. If the whole premise of 
over-the-air television is it provides us local news, then we have a problem. 

I would note that the cover story of Broadcast & Cable this week, right, one of the reasons for 
doing multi-casting is because, what the stations said is, we can do weather 24 hours. Well, if 
you look at the cover of the industry's own publication, they're saying we're not sure we can 
make weather work economically now because interactivity is replacing it. It's a really 
interesting story because that was supposed to be one of the things. 

If you read the industry's own documentation about the value of multi-casting, let me 
retranslate what Paul Gallant said. He said there's not much impact on the stocks of the 
potential of multi-casting or broadband. I'm going to translate. None, zero, I can't find a single 
analyst on Wall Street who's giving any credit to any broadcast stock for the potential of that. 

Now, if you want, I mean they can all say well yeah, but it's early in the game. Actually it's not 
that early in the game. In terms of digital multi-casting must carry, that's been going on for 
awhile now.  It's great if there's a business model for it, but it would be kind of a tragedy for this 
country if we gave up the hope of being the best mobile broadband platform in the world for 
the sake of an industry which we know today is tricky in terms of its ultimate value. 

Let me just close by saying something that I find to be highly amusing because a lot of the 
broadcasters say it, we've already given back spectrum. Let me point out, and this is very 
important to understand: the broadcasters did not give back spectrum. Spectrum belongs to 
the public. Broadcasting is the only industry in America that did the transition dependent on 
receiving an interest free loan for more than 10 years of an asset worth billions of dollars. 

When cable had to become digital, they did it with private capital and they upgraded their 
systems. When the wireless industry went from analog to digital, they did it with private capital 
and they upgraded their systems. I'm not saying it was a mistake to do that. I'm not criticizing a 
number of decisions, some of which I participated in my earlier time. 

I'm just saying this notion that somehow the broadcasters have sacrificed so much - we all 
know the real story. The real story was in 1985 the broadcasters were very nervous about more 
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spectrum in the band. Not spectrum they were using, but spectrum that was in the band, being 
used for this upcoming service called mobile voice. 

John Abel, the distinguished engineer, went to Japan and saw this thing called high definition 
television and came back and said I have the solution. We'll just say we need it for high 
definition television. Leading to the Reagan administrationτonly industrial policy of the Reagan 
administration, I might addτsaying we have to reserve this spectrum. This was a broadcast-
driven thing. They didn't give back spectrum, rather they borrowed spectrum on an interest 
free basis and the standard was not imposed on them by the FCC, this part I know well, the 
broadcasters asked the FCC to have a rule on the standard. 

We're looking at lots of different things. Like I said, there's a lot of policy here, there's also a lot 
of engineering. One of the things that's interesting and it's interesting what they're doing in 
England and other places.  But there aren't the incentives to move toward more efficient uses, 
and this by the way could be true of a number of different bands. That's one of the things I 
think the FCC has to consider for kind of longer term spectrum management. 

So there are a lot of different issues here. I don't think we're going to strike a deal today based 
on the conversations today, but I do think it's important we understand the history of this, we 
understand the economics. 

I would just leave you with the following question. If current trends continue in the 
marketplace the way they're going in terms of the use of over-the-air, in terms of mobile 
broadband, where as a country do we think we're going to be in five years and where do we 
want to be in 10 years? That's the most important question and that's what we're trying to 
grapple with at the FCC. 

Mr. Thierer:  Great. Let me jump out of order a bit and ask David to respond. It looks like his 
head is about ready to explode here. 

[laughter] 

So would you like to say something in response? Here's a mic. 

Mr. Donovan:  I look at history. History is always interesting, particularly when it's revised. 

[laughter] 

I think there are a couple of things here. The original decision to put and I don't want to spend 
too much time on this, but the original decision to provide two channels, you had an existing 
broadcast allocation, and no new spectrum was allocated for broadcasting to make the 
transition. 

The decision to use two channels was because the system that was being proposed, and later 
the digital system, was incompatible with the then NTSC system. So unless you had the two 
stations coexist for a time being, consumers were going to be excluded if you just made the 
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jump like that. That's why the two channel system that was devised was in fact a lifeboat 
primarily designed for consumers. 

Throughout the course of time, broadcasters did not make one additional dime in terms of 
operating those two facilities. Quite the contrary, it was a cost factor and one frankly with this 
transition we are happy to get rid of which is why a number of stations decided to go on 
February 17th rather than go in June of this year. 

So to say that we got this wonderful benefit for a period of time, that's not quite right because 
it was designed fundamentally for consumers to provide a bridge. 

Mr. Levin:  Can I just ask one historic question? 

Mr. Donovan:  Yes. 

Mr. Levin:  When I was at the FCC in 1994... 

Mr. Donovan:  Well, I was there in '85. 

Mr. Levin:  Right, I know. 

Mr. Donovan:  I was there when this decision was made. 

Mr. Levin:  I know you were there, and you left shortly thereafter. But how many years was the 
transition at the request of the broadcasters? 

Mr. Donovan:  Now, here's the issue on that. There are several issues. One, of course, I think 
the NTSC standard was delayed because of issues that were at the commission while you were 
there. The second thing is, as we all know, that the CEA fought putting in DTV tuners for nearly 
a decade. Why is that important? 

Broadcasting is a free, over the air service. It is an open architecture based system. We do not 
control the production of our own receiving equipment. Is that a fault with us? Fine. You want 
to shift from a free to a complete pay model? Sure, we can do that. But that's not the system 
that was devised. 

It wasn't until, frankly, the Powell administration, which decided yes I'm going to require 
putting DTV tuners in sets that things began to move, hence, the 2009 transition date. Other 
than that, you were stuck with the chicken or the egg. But the commission wouldn't move. We 
argued with the commission for nearly a decade to put tuners in sets. And that's what took so 
long, frankly. 

Mr. Levin:  Well, I just would point out that the broadcasters had a 30 year... They requested, 
and actually the commissioner agreed when I got there, for a 30 year transition and we then 
adopted a 10 year, Congress and fiddled with it. But my point is when you look back at kind of 
things that went well and things that we did right, things we did wrong, one of the lessons I 
take away from that is the importance of having a spectrum clearing process. If we had had a 
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30 year transition as requested by the broadcast industry, there would not be an LTE footprint 
for America. We would not have the ability to have what we're going to have in three or four 
years. 

Mr. Donovan:  That's not quite right. With all due respect, it was the broadcasters that, and I 
remember the hearing directly in which Eddy Fritts went up and told John McCain we'll agree to 
a 2009 transition date. That occurred within two years after the FCC finally adopting rules to 
put tuners in sets. 

The famous Section 336g, which the CTA now used, tried to get at your very issue. Which is if 
you don't have a hard date, we need to look at whether or not this transition was working or 
not. Of course, we did have a hard date, you did have a transition and it occurred. It's a legal 
argument, why Section 336g may not apply.   

But understand, you're looking at a commission at the time that wasn't going to adopt receiver 
standards.  As long as you have an open architecture, free over-the-air system, that relationship 
is tricky. It creates chicken and the egg problems. And if it had been resolved 10 years earlier, 
your transition would have occurred 10 years earlier. That was the problem. 

But let's not talk about the past. Let's talk about the future because I think that's what we're 
here for. 

I think, as Coleman has indicated in his study, the off-air portion is important and unique for the 
basis of over-the-air television. And what we still don't know, after all of you have invested 
about an hour into having a dialogue, is what is the commission going to do?  We don't know. 
What is the Broadband Task Force proposing? We don't know. If it is proposing a plan, which 
has been referred to in this panel as SD-only, what you are in essence doing is relegating 
over-the-air high definition to the province of a pay service. Not even a basic tier pay service, 
but a premium pay service and those costs to the American consumer are going to be 
astronomical. I don't think they've been included any compensation provided to over-the-air - I 
mean to consumers. 

So I think we really have to begin to look at that proposal as going forward. Now, it may not be 
what you're thinking about. It may not be your proposal. But I think we need to get that out on 
the table so we can have a discussion. 

Mr. Thierer:  Briefly, David. I want to get a couple of rebuttals. 

Mr. Donovan:  I'll be brief. In terms of the concept of repacking being easy, particularly in the 
low-VHF band, which has been mentioned here, it's not that easy. If you want to talk about 
increased compression technology and shifting to MPEG 4, you're going to have to replace 
every television set and ever converter box in the United States, because they're all MPEG 
2-based systems. 

Secondly, there is a reason why most broadcasters moved out of the low-VHF band, particularly 
on the East Coast. It's because you have unsolvable interference issues dealing with 
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low-impulse noise and other interference factors that make it very, very difficult to operate 
over-the-air television in the low-VHF band. The high-VHF band is fairly well packed. So to say 
that it's easy, that all consumer have to do is rescan, is really not quite right. There are a 
number of engineering and economic factors that have to be considered. 

But I'll close with this. Andy is correct in the sense we're all sitting here and saying, "Why can't 
we get more multicast options out there?" Since June 12th, nationwide you have over 1,000 
new multicast streams that have entered the market. In Washington, DC alone, I've lost track, 
but the number is about 22 new multicast streams that are in the market. Only two of them, to 
my knowledge are weather channels. Most are providing new services. Why the delay? Prior to 
June 12th, most people, particularly the over-the-air only viewers, watched an analog signal. 
Many didn't even know about the multicast options because, quite candidly, they weren't 
carried on cable. 

So when you're looking at a programming market, and a developing programming market, and 
you go to a syndicator and say, "Look, my audience is going to be X," that doesn't start until 
June 12th, 2009. Since that time, as I said, there's been remarkable progress. Not to mention 
the fact that we can go into mobile and talk about the future of mobile. 

So I dragged on a little bit, I'm sorry. 

Mr. Thierer:  That's OK, David. So quickly, a couple more rebuttals. Paul, do you have anything 
you want to add here? 

Mr. Gallant:  Just two quick thoughts. One is one of the other factors I didn't mention but that I 
think is worth having out there as a consideration as broadcasters think about how to approach 
this issue with the FCC and in Congress, is one thing that got a lot of attention about a year ago 
when it came out in the news was one the prominent broadcast network CEOs said, "I could 
envision a day when broadcast networks go direct to cable."  

That sent shock waves through Washington and through the affiliate groups on Wall Street, 
because obviously affiliate groups that don't have network programming, it's hard to see a 
broadcast business model. To the extent that this broadcast CEO was not just sort of making 
this up, there's actually some realistic possibility that broadcast networks in the future decide 
to ultimately go direct to cable and satellite, that is going to be something that broadcasters 
will have to factor in as they decide, again, how to do business with the FCC and Congress on 
this issue because it's a game-changer. 

And the other point is, I think one of the other speakers said we continue to have some 
discussion about the possibility of all of the broadcast TV spectrum coming back to the 
government and perhaps the government subsidizing pay TV connections for all homes. I 
assume that's not a realistic scenario at all. It would be a huge boon to cable TV companies, 
satellite TV companies and phone companies that provide video. It seems extraordinarily 
unlikely to me and difficult, based on the experience we just had with digital TV transition. 

Mr. Thierer:  Thanks, Paul. Let me jump to Coleman and see if he has anything he wants to say. 
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Mr. Bazelon:  Thanks. There are just a couple of points I'd like to answer. I'm going to try to 
keep this to defending the position that there's a lot of value here to be created and shared and 
to try to push the conversation back to how we share that value, and not so much whether it 
exists. 

First, a couple of comments on David's points: One, he mentioned over $100 billion of 
investments in sets for digital television for households that receive over-the-air signals. 
Nobody's suggesting that any of those investments will be stranded. The television sets will be 
useful. I do agree that there will be some investments related to over-the-air television that will 
be stranded. He mentioned a half a million dollars in antennas that won't be needed any more. 
But I think that's a fairly modest amount of investment to strand given what we're freeing up. 

He also suggested that the cost of subscriptions would be a lot higher. I actually think that 
they're really likely to be much lower. The cable MSOs, most of them offer a very 
stripped-down, antenna-only service, it's broadcast stations and peg stations. They never 
advertise them and they don't promote them, and it's for obvious reasons. They would rather 
that their customers subscribe to higher tiers, including the expanded basic that we think of as 
the basic tier. 

The market we're talking about are the 10 million homes that don't now subscribe to cable, 
customers. If there's a way to get them through a government program, or through some sort 
of program that gets them on and separates from the rest of the MSO's customers, the 
incentives to sort of hide this and not promote this disappear.  I would suggest that they should 
realistically be willing to offer these people service for free, just to establish the customer 
relationship with 10 million households. If the Government's going to offer them some money, 
I'm sure they would take it, but I don't think it's an expensive proposition to add customers that 
would not otherwise be on their system. 

John mentioned that the CTIA and ITU numbers about the looming spectrum shortage are 
suspect. In once sense I agree, that the analysis is all based on the ITU report, and it's not quite 
a static analysis, but it's looking at current trends and it doesn't take into account economic 
forces and it's not the right way to think about how much spectrum is needed. 

That said, my own analysis indicates that the 800 megahertz number is probably about the right 
number and the way to think about that is, as I show with the television band, there's a value to 
the spectrum far in excess of its current use. That's one definition of a shortage. 

So for at least the 294 megahertz, I think I can show fairly strongly that there's a misallocation 
of resources. The question is, if you go beyond television, what is the amount of spectrum that 
needs to be reallocated until the cost of making spectrum available exceeds the value that that 
extra spectrum will have? 

I don't have the knowledge of the public uses of the bands to tell you how much public 
spectrum should come about, but I can tell you how much money is available to compensate 
the current users of spectrum.  And just by extending the analysis that's in this paper, you can 
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see there's quite a bit of revenue available to pay for reallocations, including outside the TV 
band. As long as the spectrum in the new uses is worth more than the cost of reallocating, 
that's an economist's definition of a shortage and a misallocation of resources. 

John also raises a good point that somebody has to pay for this, and that consumer budgets are 
an issue. I would point out one thing, that long distance is a service we all still get. It's true that 
that freed up some revenues that are spent elsewhere, and I think he proposed if there was a 
way to get video programming without paying for a cable subscription, that would free up 
revenues. 

But I think going forward, you have to look a bit beyond what's on the $400 bill that he brought. 
There's a bunch of other industries that have revenues today that are going to be an option - 
maybe not in total, but at least in part - for paying for some of the services that are going to be 
on these new things. 

And I'll just mention the newspaper industry, the movie industry, the music industry, and the 
book industry, are all industries that are going to participate in what this wireless broadband 
spectrum will be used for, and some of the revenues in those existing industries are going to be 
available to be transferred here. 

Finally, on Andy's point about other stakeholders, I just want to come back to the point I ended 
with, which is I think wireless consumers are a stakeholder that are the reason we're talking 
about this in the first place, and that they're represented. We don't want to lose track of them 
either in talking about other public interest obligations. 

Mr. Thierer:  Thanks, Coleman. Kostas, do you have anything? 

Mr. Liopiros:  Yeah. First of all, in terms of one comment that David made about the poor 
performance of low-VHF stations, I agree that's a problem. If you look at the original FCC 
allocation table for digital TV, 25% of stations put in VHF, only 40 on low-VHF, 452 on high-VHF. 
Some of those have been moved already because of poor reception. 

I think you can look at the high-VHF stations and the way they've been distributed and are 
available on the market. Whether they're used or not, there will probably be enough to support 
an SD-TV only option. That needs to be looked at carefully. And the FCC, to correct some 
problems, may have to repack some of those frequencies a bit and authorize some additional 
stations where initialization might be needed. The examples I gave were for the Los Angeles 
and the New York market, which are the two largest markets currently. It seems like it's a 
doable process. But again, it's a good approach, but it should be looked at very carefully for 
technical and economic aspects. 

Now as you've all gathered from this discussion, this is not a major technical issue. Technically, I 
think it can be done in many different ways. Thought we need to be concerned about the 
consumer reactions. It's a major policy issue. I think we, as consumers, and the Government 
needs to decide what we're trying to achieve. If we think there's a need for TV over-the-air 
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broadcast, a free capability, and also mobile TV, even though the current technology approach 
would be very inefficient in terms of using the spectrum, we need to take that into account. 

We also need to take into account what kind of spectrum we need from this process. What kind 
of services should be supported, whether it should be licensed or unlicensed, 
technology-neutral, various technologies, whether it should only support mobile wireless of 
some other capabilities. 

I have to remind you in the 700 megahertz allocation there is some unpaired blocks which are 
being used right now for broadcast, premium broadcast type services. So it's really supporting a 
combination of broadcast and one-to-one mobile wireless capability. It may not be too early to 
start thinking about what the end game of that allocation is. If we do go another direction 
within 700 megahertz, or we look at what's being done in Europe in terms of more of a 
technology-neutral approach to auctioning, or a combination of the two. 

Thinking back to what we did in 700 megahertz repacking. We repacked six megahertz 
frequency blocks. We really should be rethinking repacking video streams instead and that 
would have avoided some of the problems we have right now actually. 

Mr. Thierer:  Thank you. John, did you have anything you wanted to add? 

Mr. Hane:  Do you want me to? 

Mr. Thierer:  [laughs] Sure. 

Mr. Hane:  Blair and I disagree on this but I'm going to win because I'm right and he's 
intellectually honest. It's just going to take a little bit of time. 

[laughter] 

Blair says we need to plan ahead and we do need to plan ahead. But we need to plan ahead 
based on facts. The WMD analogy didn't work very well, but if we plan ahead for weapons of 
mass destruction that we're sure are there and they're not there, then we can do a lot of 
counter-productive things. 

Is there a spectrum crisis or not? Honestly, just as I said before we invaded Iraq, I'm not in a 
position to know because I don't have all the information. But I do know that when people run 
around with religious zeal repeating talking point catchphrases that get picked up in the press 
over and over, that we can all get wrapped up in our own petards and make bad policy choices. 

There really isn't in this record any evidence of a spectrum crisis. Maybe it's going to happen. 
But all we have is a growth curve of phone adoption. We don't have any information about the 
capacity of the spectrum that's already been licensed and hasn't yet been deployed. 

Nobody has talked about the capability of devices 10 years in the future and while we may be 
reaching Shannon's limit on bits per hertz, processing power can make each bit do more work. 
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There are an awful lot of things in consideration here. I would add to that the consumer bill, 
which I think is shockingly not even in this debate. 

Now, Blair said that.... 

Mr. Levin:  Can I just point out, I think this is important. I've been involved in public policy 
debates a long time and this is the first public policy debateτthough not on the first occasionτ 
that I've been compared to Dick Cheney! 

[laughter] 

Since Progress & Freedom is sponsoring this, maybe that's a compliment. I don't know. 

Mr. Thierer:  Are you armed? 

Mr. Levin:  I just want to point out how amused my kids would be, who you've met, by virtue of 
that comparison. 

Mr. Hane:  OK, Blair, you said that when the wireless carriers transitioned, they didn't have to 
go to the government. Well, that's because the broadcasters have a six megahertz spectrum 
cap and are required to use it in six megahertz chunks, right?  If I could have four stations in the 
market, honestly I might be doing media flow on one, DVBH on one, and I might be planning to 
launch an LTE single-frequency network on another and I may still have a broadcasting model 
adapting to the technological growth of the industry. 

But instead, whether broadcasters supported it or not, I'm locked into the technical regs that 
we have now and I'm locked into an absolutely insane, unworkable ownership scenario that 
prevents capital from flowing into the markets that is necessary for people to make the 
investments that they have to make in order to change the service. 

Until you eliminate the completely disproportionate spectrum caps in the two services and 
modify some of the operational rules... Read the wireless carries comments. We're more 
efficient because we have liberal spectrum policies. Well, duh, I agree with that. 

Mr. Thierer:  John, to summarize ǿƘŀǘ ȅƻǳϥǊŜ ǎŀȅƛƴƎΧ 

Mr. Hane:  One more, real quick point. 10% of the population is served by over the broadcast 
television and in most markets, that's 30, 40, or 60 megahertz. I think it's a lot more than that, 
by the way, and it's growing. But T-Mobile, 50 megahertz in most markets, they serve about 
10% of the population. 

Unidentified Audience Speaker:  So, John, you're saying that we should reallocate the 
spectrum from flexible uses? 

Mr. Hane:  I think you should look seriously at massive, massive deregulation of the technical 
and ownership rules of the broadcast service. What you end up with very quickly, without all 
these legal complications, is the market's doing what people think needs to be done. You don't 
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have to disenfranchise the existing owners and take the spectrum resources and hand it over, 
eliminating all the restrictions that are constraining it today, and give it to somebody else and 
say, "Here, you can do better because you don't have any restrictions." That's absurd. 

Mr. Thierer:  Hold on, one at a time. David? 

Mr. Donovan:  I think stated alternatively, if the commission wants to keep the regulatory 
structure it brought to broadcasting as it currently stands, it is inappropriate then when making 
public policy, to say that the value of broadcasting is X.  Because what you haven't included in 
that, and what, frankly, Coleman hasn't included in a lot of that, is really the fundamental 
recognition that that business model is existing within the confines that the commission has 
created. So again to my first point that I started out here, this debate isn't about the value of 
any particular model.  What this debate is about is whether the spectrum policy task force 
wants to change fundamental values that the commission has had previously, for example, local 
licensing. This has a direct effect on spectrum values. So that's really what this is about. 

Mr. Thierer:  So we are going to get questions in just one second. Andy has still not gotten a 
chance to say something. I actually want to ask Andy a question, which is, one thing we have 
not mentioned here todayτit is something that you and I are on the frontlines of and fighting 
together, hand in handτwhich is for the free speech rights of artists, and broadcasters, and 
others in courts. We have had for several years, amicus briefs, and things like that, and joint 
letters. 

So, we have not discussed, in terms of public interest and how that issue could haunt this whole 
discussion. How some in Congress might look at this or any discussion of reallocation, and say, 
"Wait a minute, we are giving up the one platform we still have some control over, in terms of 
regulating speech." Do you think that complicates this issue at all? 

Mr. Schwartzman:  Well, while I don't agree with everything John said, I certainly agree with 
him with respect to the political complications of making anything happen, and that is just one 
of many. My solution there, which I think overlaps with yours, Adam, is that technology is going 
to provide a lot of the answers. We need to focus Congress on parental control technologies 
and other means of allowing parents to control programming, rather than having the 
government control programming, rather than have government deciding what is appropriate 
for the American public. 

Mr. Thierer:  But isn't this the end of Pacifica, Red Lion, the whole regulatory regime that has 
been built around speech regulation, has been built upon controlling broadcasts platforms and 
licensees. 

Mr. Schwartzman:  Well it depends. The different models that Kostas laid out some would do 
that, others would not. It depends. 
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XI. Audience Questions & Answers 

Mr. Thierer:  Right. Let's go to questions because I know there are a lot of people who are 
itching to jump in here. Please identify yourself when the microphone comes around, and then 
please ask a question. 

Paul Kirby, TRDaily:  I will, OK. Paul Kirby with TRDaily. For Blair: Is there a sense for when the 
PN [Public Notice] will be out seeking comments on such a reallocation? 

Mr. Levin:  We have talked about internally doing a further PN so that concrete ideas could 
come in about what we should do and kind of address David's point, and have a fair and open 
public debate that. I anticipate it will be soon, but I actually, people think I know a lot of things I 
don't actually know. I never really know the date that any particular PN will come out. 

Mr. Thierer:  Another question. Jonathan do you have one? Hold on. 

Jonathan Make, Communications Daily:  Blair, am I to understand... 

Mr. Thierer:  Please identify yourself, Jonathan. 

Mr. Make:  Jonathan Make, Comm Daily. Blair, are you saying that broadcasters need to take a 
more realistic approach toward reallocation and that they haven't done so, so far, and that is 
frustrating your efforts to get a dialogue? 

Mr. Levin:  That is not the way I would characterize what I said. I would say that it is a curious 
dialogue that there have been some very good thoughtful thingsΧ  I loved Andy's opening that 
he is άalterably opposed.έ  I kind of feel that for our team, we started in July and I told you how 
we started, we wanted to have a thoughtful dialogue and we learned some things, we were 
hypotheses driven, we thought certain things that I think we have been effected by, by some of 
the comments, even by some things that David has told us. So, we are open and listening to 
that. Certain parts of the dialogue can only be characterized as comical. I won't go into, or 
maybe I should go into... 

Mr. Thierer:  Please do. 

Mr. Levin:  I will mention one. We actually, there are so many. I find it amusing for example, 
that an industry that is concerned that if we engage in this process we will be picking winners 
and losers. That is actually quoting directly from a brief from a law firm, that this process 
involves picking winners and losers. An industry where 30 to 40 percent of their licenses only 
have a business by virtue of the government picking winners and losers, that is called must 
carry. It is an odd industry to raise that principal. OK? 

I am not saying must carry is wrong. I am not saying I disagree with Congress. I am just saying 
that was Congress picking a winner. Now you can not characterize it any other way. There may 
be legitimate reasons and the court on a 5-to-4 vote, held that there were legitimate reasons to 
pick a winner, but we are actually trying to do exactly the opposite. We are trying to create a 
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market mechanism, so when we get a brief that says, the industry here is picking winners and 
losers, that is odd to us. 

When we read in, I think your publication, a quote from a broadcast lawyer who was saying, 
this is all about a big broadcast broadband boondoggle, to spend billions of dollars. So I am 
thinking, we have never proposed, indeed from the government perspective, as other people 
have noted, this is about the government actually taking in some money, right? So there is a lot 
of stuff, there is a letter from NAB, which in the same paragraph appears to argue that 
consumers benefit by cable rates going down, and consumers benefit by cable rates going up. I 
don't know. That is what the letter said, that is precisely what the letter said. I ask anybody else 
to read it and give their own fair interpretation of it. Look, those things are, while amusing, we 
are actually trying to solve a serious problem and we are quite serious about it. Now, I will just 
end it by saying, a lot of people have mentioned that this is very hard. I do not doubt that. 
Frankly, everything we are trying to do in the broadband side is hard. If it were easy, it would 
have already been done. 

Here is the easy path, let's just wait. Let's just wait for five years, and then we can have that 
story about how AT&T's system is collapsing under the weight of the iPhone. We can have that 
be about the entire mobile broadband industry. We can have the iconic companies of the 
mobile broadband industry be somewhere else other then the United States. We can address it 
then. Look the sun will rise the next day, the sun will set. You know, that is the easy thing to do, 
and we can respond to that crisis. 

Part of what we feel very strongly about, that Congress gave us a mandate to look at these 
things seriously, and with all due respect to John saying there are no facts because it is all 
projection, well, you know, when you are doing plans, that is what you have to rely on. So, I 
would say that I would characterize some of the conversations with broadcasters as being 
enormously useful, and we are very grateful for it, and some of it being in the more, shall we 
say, comical realm of Washington D.C. 

Mr. Thierer:  David I will give you a chance to rebuttal on that one. Please try to be brief, 
though. 

Mr. Donovan:  That's very hard for me. 

Mr. Thierer:  I know. 

Mr. Donovan:  I do think Blair has been upfront and we have had some very good discussions. I 
think that there a couple of things, though, that we do need to figure out. I hope if you do a PN, 
that you put a specific plan out for public comment so that we can really begin to focus on the 
issues, which I think will enhance the dialogue. 

I think one of the things that we have had to deal with, because you are not quite sure, now 
let's take the SD-only approach, which appears to, I guess, have some relevance here, is that 
that immediately takes over the air HDTV off the air. You compete in a digital world on several 
things, program quality, and you compete on multiplicity of video streams. Now, if the plan as 
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described by some goes through, over-the-air television will lose the ability, each individual 
station, will lose the ability to do one or both and may very well lose the ability to do mobile. 

So when confronted with that, then the next question is, what is the long-term viability of an 
over-the-air system that is structured in that fashion? And the answer is, long-term, not very 
good. So then, what does that do to your ability then to negotiate with other platforms for 
content? Remembering as ColemanΩǎ ǎtudy makes quite clear, there is a unique aspect to the 
over-the-air audience that differentiates you as an advertising entity. That is gone. 

So now what does that do, as you try to negotiate with other platforms for access? It puts you 
in a much more precarious position. So I think it raises the point that you are not only talking 
about the quality of content that folks who rely on over-the-air TV are seeing, but you are 
actually going to talk about the quality of content that others are going to see on other 
platforms, which leads to Andy's concern about journalism. 

If you look at the news today and the coverage of local issues, whether it was Katrina, whether 
it was 9-11, whether it was the shootings in Seattle, look very carefully at the footage that is 
being shotτno pun intended in Seattle. Most of that is done by local, over-the-air news folks. If 
you begin to imperil that model, you may very well loose that. Now the one point that I do 
disagree with Blair on, is sort of the snapshot. 

Mr. Levin:  One point? 

Mr. Donovan:  And stepping back, Blair, I think we do need to have an important dialogue here 
because debating is fun. It's cute and we get to have a lot of fun. You guys get to write some 
stuff. But this is serious business. We understand that the National Broadband Plan is a serious 
issue for America. But we don't want to lose that off-air piece in the process. 

If you look at numberτand I have at least one study here which I need to double check and 
verifyτit actually indicates that the number of over-the-air-only households will increase. In 
fact, it will increase by more than 34 percent in the next couple of years. The number of homes 
that have at least one over-the-air television set in their homes is likewise increasing. 

We can see it from projections from the antenna manufacturers and their sales as well. In fact, 
what's coming true, Blair, I think is what you want. Not what you want, but what you're seeing 
in the marketplace. Folks are cutting the cords. Folks are going to an increasingly mobile 
environment of which over-the-air television is part of that environment. 

So I think if we work together you can get the full rich array of services plus your broadband 
applications and can get it done in a win-win situation. And I really think we need to do that. 

Mr. Thierer:  Let me go to some other questions here because I know there are other people 
itching to ask something. Sir, identify yourself please? 

Mark Aitken, Sinclair Broadcast Group:  Mark Aitken, Sinclair Broadcast Group. I don't know 
which one to tackle first. Number one, I'd say the primary reason we're here today is because 
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broadcasters are getting ready to launch mobile services across the United States. Sinclair 
Broadcast and myself personally have spent 10 years making that happen. So I think that 
there's an opportunity knocking on the part of the paid subscription-based wireless carriers to 
knock broadcasters back on their ass because that's where they want to be. They don't want to 
see us in that business. But the fact of the matter is that I think it's disingenuous to immediately 
and constantly associate broadband with broadcast spectrum. 

As an engineer, I can tell you that if I were designing a two-way communications platform, it 
wouldn't be in 700 megahertz. I'd ask you, "Why don't you go ahead and take the 190 
megahertz available to you at 2.5 to 2.69 gigahertz and use that to fill this gap?" If I wanted to 
hire an attorney, it would probably be John Hane. 

Where's the spectrum crisis? Identify the crisis, and then we can begin to identify solutions. So 
the question is why not take up 190 megahertz at 2.5 to 2.69 gigahertz? 

Mr. Thierer:  And do you want to answer that, Blair? 

Mr. Levin:  I'll just say as we have said all along and as is absolutely true, we are looking at a 
number of different bands for a variety of reasons. Largely owing to Kim McAvoy getting some 
people at a meeting I was at with David to talk about that meeting, this issue became much 
more public than those other discussions. But I can assure you other discussions are going on.  I 
gave you some of the criteria that we were looking at, but beyond that I'll simply say we're 
looking at a variety of things. 

Mr. Aitken:  We'll help you with that. 

Mr. Levin:  That would be great. We'd appreciate the help. 

Mr. Thierer:  Let's go there and then over here. 

Tim Doyle, SNL Kagen:  Hey, Tim Doyle from SNL Kagen. You said there's about five or six 
channels in L. A. and New York that do over-the-air local reporting. Are you trying to say that 
the other channels in those markets are sort of the ones that should be more susceptible to this 
plan and move the broadcast spectrum over? And if so, should there just at least be a process 
for them to do so? 

Mr. Levin:  I'm not exactly sure why I say the things... 

[laughter] 

...and you can take whatever implications you want from it. I do think that one of the things 
that is curious about the debate is that it tends to go pretty binary. So one of the things we're 
trying to do is to figure out where the values are and try to do an optimal solution as opposed 
to kind of a binary solution. 

I recognize it's all hard. It's all hard. But if the reason why we have to devote the entire 
294-megahert band to over-the-air broadcast is because of the public values created through 
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local journalism, and yet it turns out that only 25 percent of the stations - I don't know, but 
those were the numbers in New York in LA, let's say it's 50 percent of the stations in the cities 
where we really care about the spectrum. If only 50 percent are doing that, then I think that's a 
relevant data point. Not necessarily for me, but it is a relevant data point in the discussion. 

Mr. Donovan:  Can I suggest that a market-based solution is that maybe only four news 
operations are supported in most markets? And maybe the solution to getting local news on 
the rest of the broadcast channels that are allocated and getting them more heavily used is 
allowing more consolidation so that those four news-producing enterprises can distribute that 
news product in a wider variety of technical formats to more devices and more people and 
make it easier to use. 

We've set this up so that you have too much competition in a market that can't support it, and 
you're not letting the people that are making the investment and trying to compete have 
enough of the critical inputs in order to go forward and be competitive. It's really that simple. 

Let me try to just occupy a middle ground on here because I talk about news a lot because 
frankly the vast overwhelming majority of my members do local news in their markets. They're 
market leaders. But that doesn't mean that the public interest isn't being served by entities that 
don't do local news. For example, most public television stations in this country don't have a 
local news service.  But through their multicasting they're providing phenomenal amounts of 
local content oriented towards specific demographics in their community. They're doing 
educational programming. You get to the third and fourth independent in a market, it may not 
be providing the local news as we know it, but it may very well be the only Korean language 
station in the market. 

So I think the Commission rightly has said that the public interest and serving the public interest 
isn't necessarily confined by the news. You can do other things. I tend to focus on news because 
quite candidly there's a threat to journalism that's going on with the demise of newspapers and 
over-the-air television appears to be one of the largest bulwarks left in providing local news, 
not only to its platform but to others. 

Mr. Thierer:  OK. Let's get to Barbara's question. 

Barbara Esbin, The Progress & Freedom Foundation:  This is for Blair. I recognize that you have 
no absolute control over the timing, but it's more of an observation. This issue, which I think is 
fabulous and stimulating, arose as part of your effort on the National Broadband Plan, which is 
due in about two months I'm estimating, to Congress.  You're about up to Public Notice number 
24 or 25. I'm losing count. If you put this out as we go into what is typically called the holiday 
season in Washington, the timing is getting very tight. So do you envision this issue continuing 
to be examined by the commission following the delivery of the report to Congress? 

Mr. Levin:  I envision every issue we're dealing with to be continued. The plan is not 
self-effectuating. Everything that we do, everything we recommend, all the analytic stuff is 
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subject to further action by the FCC, by the executive branch, by other entities. That's true 
across the board. 

Mr. Thierer:  There's a couple more over here in the back and then in the front. 

Paul Nagle, CDI, Inc.:  Paul Nagle with Capital Decisions. First I'd like to say thank you to all the 
panelists and to PFF. It's been a great discussion and one I'm sure will be ongoing. As the FCC 
also continues to look at white space -as I know is one of David's other favorite subjects - how 
do these two mesh together and how does the FCC proceed with both of them in some sort of 
harmonious manner? 

Mr. Donovan:  Not just harmoniously. No. In terms of white space you have to think of two 
things. Well, first of all, it's not really about white space. It's about unlicensed. Then in 
unlicensed there are two ways of doing it. One is with nationwide blocks, and the other is 
through kind of a white space regime. But I think that obviously we're trying to bring a bunch of 
different rivers together to form the Mississippi here. At that time, when we have greater 
clarity on which direction we're moving and various things, we'll try to do it in a harmonious 
way. We're looking at a variety of different plans. None of them I think actually would eliminate 
the need for white spaces or white spaces technology. 

Furthermore, all of them would create the option, which currently doesn't exist, for more 
spectrum for unlicensed. So you can look at it a number of different ways. Even the folks who 
were very supportive of white spaces have said that if you could get continuous blocks for 
unlicensed that would create new business opportunities that might be better. 

So we'll all try to figure it out. I do find it amusing that in some of the meetings I've been in with 
broadcasters, they've been so, so, so supportive of white spaces and just appalled that we 
would think of anything that would hurt white spaces. 

[crosstalk] 

Mr. Hane:  Listen. One of the problems that I have with the debate is not that we are having it. I 
think it is a great debate and we need to have it. And this debate needs to continue forever. It 
never needs to end. I love it, at least until I retire. 

[crosstalk] 

But, the debate today has been this binary choice between taking broadcast spectrum and 
reallocating it for licensed purposes. I will be born out on this. When you look at spectrum 
demand in the future, you have to look at the environment that is going to exist 10 years from. 
Wires are going to go a lot more places if we don't disincentive that. 

If you have wireless broadband spectrum that is unlicensed, then you organically gain coverage. 
Traffic is going to follow the cheapest highest bandwidth route. And an awful lot of traffic is 
already being handed off from iPhones to WiFi, and that is a consumer surplus. That is going to 
happen in the future if we permit more unlicensed services and as they grow. 
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So looking forward, we have to think about, "What is the infrastructure? What are the devices? 
What are the technologies? And how is traffic going to flow?" And the idea that all of the 
mobile broadband traffic has to flow over licensed spectrum going two or three kilometers 
rather than 400 feet is denying the reality of what we are seeing developed everyday around 
us. 

Mr. Thierer:  Let's get Coleman in on this point and then Andy. 

Mr. Bazelon:  I just wanted to quickly thank John for pointing out that this debate is somewhat 
unnecessarily binary in that we are looking at one source and one use of the spectrum. But let 
me rephrase it as to how I think about it, which is it is not that there are the only choices 
between us, but that these are two clear choices between us, and we know what the cost of 
making broadcast spectrum available is on the supply side, and we know on the demand side 
what the value of that spectrum is for licensed uses. 

The burden now shifts to folks who would like to argue for more unlicensed uses to 
demonstrate that the value of those allocations and unlicensed exceeds the demonstrated 
value of those allocations for licensed.  You could have demands that are greater, and even 
more surplus would be created. But the burden is now to... A marker has been set on what you 
have to show the value is. And again on the supply side, the broadcast isn't the only source. It is 
one source.  If there are other less expensive bands of spectrum that can be made available, 
they should be made available and they should be made available for the broadcast spectrum. 
But if we know that we can make 294 megahertz available for about nine or 10 billion dollars, 
now there is a marker to show us where there is cheaper spectrum available on supply side. 

Mr. Donovan:  You have to put that in your calculations, and I think that is one of the problems 
in terms of valuing the broadcast spectrum at auction. 

Mr. Thierer:  OK. Andy, you want to... 

Mr. Schwartzman:  I will try to be brief because I could say a lot about this. Blair is right. This is 
about unlicensed white space. This is just one flavor. And unlike John, I am not paid by the 
hour, so I would like to reach some conclusions in this, but I do agree it is going to take time to 
work it out. I am very concerned that this debate may freeze development of white spaces in 
similar opportunistic technologies with use spectrum opportunistically. There is a lot of money 
being put into some very interesting technology which we have only seen the very, very 
beginning of that uses this.  I certainly want to press the Commission to proceed ahead. I am 
very glad they put out the database manager notice. I want to see white spaces deployed, 
because only then can we begin to understand how there are better uses of the spectrum than 
just auctioning it off to existing incumbents. 

Mr. Thierer:  There was a gentleman with a question back there we missed. 

Eric Garvin:  My name is Eric Garvin. I am with [inaudible]. I have a quick question, particularly 
for Kostas. It seems that we are talking a lot about expanding an infrastructure that already 
exists. 
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I am curious, from an engineering and a technology standpoint, what you might recommend or 
what some of the people in the labs are talking about in terms of the infrastructure that we 
would need to provide service such as news or desktop video 10 or 20 years down the future 
when the infrastructure build out would be complete, meaning comparing to foreign countries 
in terms of where they are, in terms of their use of spectrum, and then also, again, new 
technologies that we already see in the pipeline. 

Mr. Liopiros:  That is a difficult question to answer. We are talking about mobile wireless 
capability, and that really is defined a certain way in the US. Worldwide use is primarily 
frequency division duplex technology. 

To support a lot of the complications you are talking about, we don't need that kind of a 
capability. As a matter of fact, going towards a full mobile solution is overkill in many ways. You 
don't need mobility in many cases. Most uses are mobile and most are nomadic. They are 
portable. Mobility use of extra capability to use something when you are moving at a fairly 
rapid speed, for example, and it comes at a price in terms of the use of spectrum. 

Overseas there have been a lot of developments in fixed wireless capabilities using time 
division duplex capability, things of that sort, to support broadband. Wimax has been a large 
technology used in that area, for example.  That has sort of been sidestepped in the debate in 
the US, because, I think, of the preponderance of a push towards a mobile capability. Perhaps 
we should revisit that again. 

In many ways, for a certain class of users there is perhaps a more efficient way to support them. 
It doesn't have to do with the large overhead and coding required to provide a mobility 
situation.  It could also be integrated into a mobile capability. It is part of the standards, for 
example, I you look at the long-term evolution standard, part of it is a TDD component. And the 
concept is for the TDD component, which might be in hot spots, for example, railroad stations 
and the home, other areas, to work in concert with the mobile capability used where demand is 
higher to support some of the kinds of applications you are talking about. 

Right now, an approach to do that is the integration of unlicensed spectrum hot spots. 
T-Mobile, for example, is pursuant in this country to augment their capacity consideration on a 
more formal solution to use it as developed now in the standards in the future.  I have not seen 
that really implemented very much, but I do know, for example, the Chinese and their pushing 
the standard bodies are really very much behind the use of that in wireless capabilities. 

Mr. Thierer:  So why don't we take one more and then we will wrap up, because we have kept 
you over time a little bit here. 

Mike Grotticelli, Broadcast Engineering Magazine:  Hi, Mike Grotticelli with Broadcast 
Engineering Magazine. I have talked to a lot of stations I cover from a technical point of view 
and they get frustrated because decisions are made in Washington and then they have to spend 
a lot of money to put together equipment. Then different decisions are made. 
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I am wondering David, from your point of view, whether the mobile handheld standard, which 
took a while to get together, and that was done to spend money on it, can that someway be 
made compatible to this broadband initiative some way? Because we are allocating some 
spectrum we are using for mobile now. Is there a way to kind of reuse that somehow or make it 
part of the broadband...? 

Mr. Donovan:  Well, look, I think it is. I mean the bottom line is that by 2009, we should 
hopefully have 39% of the country covered given the stations that have already signed up and 
are moving forward through the [inaudible]. 

Essentially, I think that raises a very good point. This entire debate is about taking spectrum 
from others, or also taking some from broadcasting, auction it, and reallocate it, and then use 
it. And one of the alternative uses that everyone wants to do is, surprise, mobile video. 

We have the architecture built, and from the transmission side, a relatively small investment. 
This is ready to roll out in 2009, certainly in 2010. Now, MediaFlo, I see Dean here, they have 
proved that there certainly is a market for it and my understanding is he just did a deal with 
Chrysler. 

So there is, certainly if you step back and just sort of take a look at the overall architecture in 
the services that can be provided, it is already there. I think the only issue, then, is if you put a 
chip in a phone or what have you, you got it. It is there. 

So that is why I think if you look at the overall wire ecosystem and the architecture that is 
there, we are part of the solution here, and that is what I think we really need to sit down and 
focus on. 

Mr. Thierer:  Well folks, we have gone well over our time, but I think it has been a great 
discussion. Won't you all please join me in thanking this wonderful panel. 
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