38 on the line

Operalors ef third-generalion
Eurepran Union maobile tele-
phone sarvices are, predictably,
raitling their bepring bowls
before the Europsan Commis-
sien's policy slatement on Lhe
industry this woeok. Given the
eompantes’ dire fnancial stralts,
their pleas for special favours are
unsurprising. Brussels must
resist them.

There is no case for bailing cut
the companies by extentding theis
lieences or relaxing thelr terms,
a8 they want. As the Commission
argued in @ recent draft paper,
any such concessions would be
bad regulatory policy snd would
in any case be unlikely to bring
aparators much short-term rellef.

Eurapean lelecommunleallons
companies dug themselves inta
wils hale by bidding whal many
recognised at the time 1o be

ingane sums for leences. ‘rheir
woes hive zinee b@en com-
pounded by ihe fallure of demand
far 3G services W meel whal
hove proved to be excessively
aplimistic growth targes.

If operatars assumed obliga.
tons they cannc: now fulfil. thoy
shauld swrender thelr Hoences,
which should be auclioned off W
ather biddeys, All business
involves risks. That they were
grassly misjudged here 15 no
axecus? for shielding those respon:
sible from the conseyeences.

Abave sll, the Commission
must not be bambaozled by non-
gepze sbout 3G being a “styate-
gic” prawth sector thatl deserves
special sreatment. Such argu.
ments led Europe into futile,
eossly coddling of hightechnol
ey industries in the 19803, These
mistakes must not be repeated,

Avoiding ruinous debt from 3G auctions "ﬂ“b]“l

From Mr John Ure,

Sir, As your aditorial “3G on
the line” (June 10) holdly stated,
there 1 no case for bailing aut
the ¢companies that averbid for
3 Leences: but (et us not forget
the robust views of Martin Woll
("Efficient. vguitable and highly
lucrative”, June 26 2000).

| guote: “When critics complan
abaut such auetions, they have {0
he saving one (or mere) of four
things: thal Lthe foverneient
should have made a presont ¢f
the excezs profits - or, more
exactly, of the scarcry value of
the spectrum = o the likes of
Vodafone AtrTouch and Britlsh
Telecommuntcations; that tha
managers and owners of these
companies are incapable of
wWorking out what a lcence 13

warth to them; thar taxpayers
should protect sharcholders
agninst their own lreational
exuberance; or that the intenesis
of toxpayers showld be sacrifesd
o those relatively welloff
consumers. Thase propositions
are ndiculous, outrageons, oF
both."

Waell, thare cartainly are ho
profits; the managers and ownars
carlaialy seem to have paid too
much; and taxpayers have, and
probably will, lose as much In
revenues forgone az they gained
rom the auctlon. As for the last
proposizion, it 1s reresting Lo
nate that using auctions ez a
form af tax i% expressly counter
10 the intentions af the 1938 Act
and the Europ2an Union

direstive on the issue.

P4

Ir: Honjgr Kong the goverament
adopted my own proposal,
ramely an 2uction an rayalty
PAYMENIS on Zross assessable
tumoves, In the event there wers
just faur bidders for four licencas
and the reserve price was pald
The virtue of this arrangement is
thas it guarantess a Teturn 1o the
public purse for & scaree assot,
while at the sams lime
synchronizing the need to pay
with the abllity Lo pay. thus
avaiding a debt averhang that is
ruinous to the industry and
cetrimental to the eoonomy.
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