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In 4G spectrum allocation, put customers before state

RUJIRA BUNNAG

spectrum allocation for 4G mobile

phones of the 900 MHz and 1800
MHz frequencies had been scheduled for
auction in August and September 2014,

However, due to the May 22 coup last
vear, the auction was postponed by order of
the National Council for Peace and Order.

On Jan 6, the cabinet approved 10 bills
concerning intellectual property rights and
the internet industry in order to promote
the country’s digital economy.

One of these bills is the Draft Act on
Organisation to Assign Radio Frequency
and to Regulate the Broadcasting and Tel-
ecommunications Services — or the Draft

NBTC Act. The current NBTC Act says that
allocation of frequency spectrum for the
telecommunication business must be by
auction only. Under the Draft NBTC Act,
however, the allocation of spectrum can be
made by both auction and consideration of
applicants’ qualifications.

Therefore, the allocation will not be
restricted to the auction method only.

The allocation of frequency spectrum
by auction means the company which bids
the highest price to the state will obtain
the right to use whatever frequency spec-
trum is awarded. The companies which are
qualified for bidding must have a minimum
registered capital, and must provide abank
guarantee for the amounts specified.

The advantage of this method is that
the state will receive a large amount of
money from the auction. However, there
are some disadvantages. A company which
bids successfully will probably transfer the
auction cost to the service fees charged to
its customers, and thus service fees will

The provision of telecommunication

become more expensive. In some coun-
tries, the companies with the winning
bids have had to pay the state large sums
of money, and thus have lacked the invest-
ment capital to complete all the necessary
work. Their remaining capital may not be
sufficient for the full rolling out of commu-
nication networks.

Some operators have had to merge with
other companies, or have even become
insolvent and ceased their business — even
more likely in countries where the telecom-
munication business is highly competitive.
Itis left to the customers to suffer the effects
of operating problems.

Alternatively, the consideration of appli-
cants’ qualifications for the frequency
spectrum is called the “beauty contest’,
or “public tender” Under this method, the
regulator will prescribe initial criteria which
alicensor must implement, such as rolling
out of expected network, service fees, and
benefits to be provided to the state.

In certain Scandinavian countries, such

criteria are set outin documents of over 100
pages. The maximum benefit to consumers
are emphasised over the maximum amount
of money the state may receive.

The company which offers the best pro-
posal will receive the particular frequency
spectrum. These firms will not have to with-
stand the high initial costs to obtain the
frequency transmitting right, and so the
service fees charged to customers should
notbe high. This should enable the network
coverage roll-out to be done quickly.

Although under this method — unlike
the auction method — the state will not
receive a large lump sum of initial money,
it will still receive other kinds of funds, such
as income tax and government fees.

In the long term, the amount obtained
will be close to that as received under the
auction method, because each telecom-
munication business licence will have a
long operational term — 10-15 years. The
most successful country to use this method
of spectrum allocation is Japan.
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The beauty contest method is a new
option for Thailand, butithas beenused in
other countries for along time. However, to
use this method, the mostimportant factor
is transparency.

The selection committee members must
be reliable and have no conflicts of inter-
est, They must also be highly respected
by society.

In addition, a public hearing must be
held to receive people’s opinions on the
spectrum allocation.

The benefits to the people should
be emphasised, irrespective of what-
ever method will be used under the new
NBTC Act.

The users of mobile phones will prob-
ably hope the new NBTC Act will provide
them with 4G mobile phone services, net-
work area coverage throughout the country,
and, importantly, with low usage fees.

Rujira Bunnag is managing director of Marut
Bunnag Intemational Law Office.
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