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Disclaimer
The analyses and conclusions expressed 
herein are mine alone and do not 
necessarily reflect the view of other 
members of the Office of Strategic Planning 
and Policy Analysis, other Commission 
Staff, any Commissioner, or the Chairman. 
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Spectrum License Assignment Methods
• No Mutual Exclusivity

– First Come, First Served
– Open Entry
– Frequency Coordination

• Mutual Exclusivity
– Comparative Hearings
– Lotteries
– Auctions

Comparative Hearings (prior to 1982) Lotteries (beginning in 1982) Auctions Authority (1993 to present)
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Auction Overview
• August 1993

– Omnibus Budget Reconciliation Act gives 
FCC auction authority

• March 1994
– FCC adopts general auction rules 

• July 1994
– FCC conducts first spectrum license auction 

(10 licenses), using electronic simultaneous 
multiple round bidding at single auction site
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Auctions Overview (continued)

• Since July 1994, the FCC has
– Completed 63 auctions (as of 7/5/06)
– Auctioned approximately 56,360 licenses 
– Qualified over 3,550 bidders to participate
– Transferred over $14.5 billion to the US 

Treasury (as of 9/30/05)
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Why Auction Legislation Passed
• Deficits were at record levels in 1993
• Budget Enforcement Act of 1990 required 

increased expenditures to be paid for
• Defects of lotteries became apparent with 

huge windfalls to lucky lottery winners
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Design Principles for Spectrum Auctions

• Assign licenses efficiently
– Facilitate efficient spectrum aggregation and 

substitution
• Raise significant revenue
• Assign licenses quickly
• Simple and inexpensive to run and participate
• Robust against collusion and other destructive 

strategic behavior
• Perceived as fair, transparent and objective
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Simultaneous Multiple 
Round Ascending Auction Design

• Novel design when implemented by FCC 
in 1994

• Based on design principles 
– Tailored to specific features of spectrum 

licenses
– Required tradeoffs among some objectives

• Rules continually refined since introduced
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Simultaneous Multiple 
Round Ascending Auction

• All licenses are available during entire 
auction.

• Bids are accepted until there are no new 
bids on any licenses.

• Facilitates aggregation and substitution.
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Simultaneous Multiple Round
Ascending Auction

• More than one bidding period permits
– Information discovery (observe prices)
– Pursuing backup strategies as information 

changes

• Design promotes timely completion
– Minimum bids are a function of competition for 

the license
– Minimum bidding activity required to maintain 

current eligibility
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How Did FCC Get Auction Design Right?  
• Successful collaboration among 

academia, industry and government
• Bidders hired leading academics to 

develop auction design proposals
• NTIA and FCC sponsored auction 

experiments
• FCC had economists capable of 

understanding and evaluating academic 
proposals and experiments
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How Did FCC Get Auction Design Right? 

• FCC chairman was willing to take the risk 
to do the right thing

• Effective dialog between academics and 
FCC staff in ex parte meetings and 
conferences 

• FCC hired consultants including game 
theorists and experimental economists
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Additional Lessons Learned
• Start with a good design because inertia is 

strong
• Don’t aim for perfection, just keep 

improving
• Start with small scale implementation and 

ramp up
• Contract out parts of implementation
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For more information, please visit 
the FCC Auctions web site:

http://wireless.fcc.gov/auctions/


