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Summary

The social and economic benefits are key factors in consideration of the future L-Band assignment. 
In general the added value is one important element to be taken into account. This paper describes the social and economic benefits for PMSE application.  


	
Proposal

FM50 is kindly invited to consider our information in the chapter 3 drafting group.
Our aim is an improvement in the consolidation of the ECC report 



	
Background

Further details in the attached document.
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Criteria 3

- Extent (maximisation) of social and economic benefits,



The expected social (including public policy objectives) and economic benefits should be evaluated. This should be based on quantitative data where relevant. where quantitative data is not available a qualitative analysis of expected benefits and costs can be provided.

[Choice of indicator: revenue of a market vs economic surplus, other?]

The value chosen should be specific to the L band.

Note: Difficult to find a way to weight and compare the social benefits.

Invite contributions on the link between social/economic benefits.

Excerpt from FM50#3 meeting minutes:

(1) The group finally decided that with regard to the social and economic criteria:



· Both qualitative and/or quantitative data can be used;



· The economic surplus is the quantitative measure to be used;



· Transparency in the inputs and on the methodology has to be ensured.



(2) With regard to the qualitative measures, as a first step, it was agreed to let the drafting group on section 4 to work on the analysis of the candidate applications so as to note if a common set of such measures emerge from the discussion.



Possible subcriteria:

Citizen/Consumer benefits (qualitative), more broadly this includes social benefits 

Consumer surplus (quantitative) [if available]

Producer/industry benefits (qualitative)

Producer surplus (quantitative) [if available]



Question: should the benefits be specific to the L band or is a general description of the benefits of an application relevant? As much as possible benefits should be specific to L band.



Description of benefits for each application:



		

		Terrestrial broadcasting



		Consumer/citizen benefits

		The availability of the L-band for terrestrial radio broadcasting would allow consumers to receive digital radio in addition to VHF Band III when required. In addition to that, consumer might enjoy access to a broad variety of local radio services.

In terms of content, the subscription model on which subscription radio is based may create creates an opportunity to differentiate from what is currently being offered by free-to-air commercial radio. In the field of music, as an example, commercial radios indeed tend to format their programming in order to best fit the expected music tastes of specific advertising audiences, that they are designed to target (specific age and sex classes, social class, etc.). Accordingly, subscription radio – by not being constrained by such advertising-driven formats – would be  is positioned to provide commercial-free programmes complementary to existing free-to-air radio offerings in terms of content, and as such to contribute to extend national radio landscapes to the overall benefit of consumers.



This complementary nature of free-to-air and subscription radio, both in terms of economic model and content, is likely to may favour the eventual development of convergent, multi-standard receivers enabling the reception of both services. By targeting national markets, subscription radio services are bound to engage in substantial marketing efforts to accompany their commercial rollout on a national basis, and could therefore play a positive role in the digitisation efforts of radio across Europe, through the dissemination of such convergent receivers, thereby contributing to enable European consumers access a variety of radio programmes in digital quality, throughout territories.



Benefits of community based radio for free to air radio



		Consumer surplus (quantitative)

		



		Producer/industry benefits

		Subscription radio has become over the past years a true commercial success in North America, as it today accounts for as many subscribers as any of the leading payTV services in the U.S., with more than 21 million subscribers reported in 2011:

Figure Sirius XM[] 	Comment by Italy: It is not appropriate and relevant to include in this paragraph commercial data about US – historically Europe and US markets have shown different dynamics and industrial experiences are not immediately transferrable





In Europe, dedicated market research conducted in 2005 and 2009 over the past decade (more than 15’000 respondents surveyed in total[footnoteRef:1]) has repeatedly evidenced the existence of an aggregated European market for commercial-free radio services that is comparable in size to the US’ success, with one adult out of five declaring to be “ready to subscribe” in Western Europe: [1:  Conducted by IFOP-Gallup in 2002, Harris Interactive in 2005 and 2006, and by QualiQuanti in Sept 2009 – source RNP Forum] 




Figure Harris market survey 2005 (obsolete data)





Activity created by subscription based  radio:



[Overall, subscription radio may generate if successfulcould therefore generate in across Europe important  revenues and value in the order of billions of euros a($2.8 billions reported in the US for 2010), and create value in the order of hundreds of million euros per annum ($715 millions of EBITDA expected for 2011 in the US).] 	Comment by DG4 coordinator: this paragraph uses quantitative figures (such as revenue) other than producer/consumer surplus



Beyond this recurring value creation, the development of subscription radio services in Europe may generate is also positioned to generate in the order of a billion euros of further industrial contracts to the direct benefit of the European economy, as a significant number of some European procurement companies stand among worldwide leaders in a number of domains of interest to the deployment of subscription radio networks and services (terrestrial broadcast repeaters, satellite manufacturing and launch, deployment of conditional access receivers, core technologies, etc.).	Comment by Italy: Please provide reference or delete it



		Producer surplus (quantitative)

		



		

		



		

		







		

		Mobile broadband



		Consumer/citizen benefits

		



		Consumer surplus (quantitative)

		



		Producer/industry benefits

		



		Producer surplus

		



		

		



		

		







		

		SDL



		Consumer/citizen benefits

		Better user experience in rural areas (Contribute towards achieving Digital Agenda target of 30 Mbps for all by 2020 at lower cost):

The harmonisation and use of the 1.4 GHz band for MMDL can support delivery of the Digital Agenda target to provide 30 Mbps access to 100% of the EU by 2020. This is an extremely challenging target and is unlikely to be delivered by the market. Wireless has a key role in providing high speed broadband to remote and rural customers. However, the target implies that significant wireless capacity and faster data rates will be required in rural areas. 

The use of the 1.4GHz band for MMDL systems can play a key role in providing capacity to meet Digital Agenda targets and reduce the requirement for public subsidies. The upgrade of 3G/4G networks with a supplemental downlink at 1.4 GHz has the potential to significantly improve mobile data speeds in rural areas, where mobile services have an important role to play in delivering cost-effective next-generation broadband.

The broadband speed available over an 3G/4G network will depend on available capacity and demand on the network. The 800 MHz spectrum will provide 30 MHz of downlink capacity for use by LTE networks. An additional 40 MHz capacity at 1.4 GHz will more than double this downlink capacity, more than double downlink speeds for the same traffic loading in a cell, or more than double the number of users that could be supported.  The key point, from a European policy perspective, is that the additional downlink capacity will enable higher speed access to be delivered to remote and rural customers.



Increased competition in the mobile and content market: lower prices overall for end-users (in a competitive market).

Limited availability of spectrum below 1GHz for mobile broadband means that in many countries, operators will have little[footnoteRef:2] or no low frequency spectrum to provide mobile broadband services. The availability of additional spectrum at 1.4 GHz for MMDL will enable players to compete more aggressively in the supply of high speed mobile broadband and multimedia content. Increased competition is likely to result in lower prices for consumers.  Current literature is supportive of such dynamics: Hazelett and Munoz (2008) tested the impact of availability of spectrum and market concentration on mobile service prices using econometric analysis in 29 countries between 1998 and 2003[footnoteRef:3]. They found that increased market concentration increases prices and that increased availability of spectrum reduces prices. In addition to stronger competition from new or better resourced competitors, additional spectrum will provide scope for experimentation with innovative business models to deliver mobile multimedia services. The recent history of the internet and online markets suggest that new services have the potential to rapidly take off and achieve widespread use by consumers. However, the launch of new products and services is highly uncertain and risky – many are likely to fail. Innovative business models provide scope for new players to enter the market and to bundle services, hardware and access together. This will increase the likelihood that new products and services will be developed with significant benefits to consumers. So additional availability of 1.4 GHz spectrum should stimulate competition in mobile data and multimedia markets resulting in lower prices for consumers and improved choice and innovative new products. []	Comment by DG4 coordinator: this paragraph may need to summarized [2: ]  [3: ] 




		Consumer surplus (quantitative)

		28 b€	Comment by DG4 coordinator: Details of calculation may need to be included in annex

consumer surplus : Deploying a supplemental downlink at 1.4 GHz will lead to faster download speeds support for a greater number of users, better in-building coverage and enhanced MMD services which will consequently increase consumers surplus.



It should be also noted, that the wide range of predictions about future demand for mobile broadband and the nature of mobile multimedia services provided over 1.4 GHz can result in a significant range of quantified benefits. This estimate provided in the modelling lies within the range of estimates from previous studies about the quantified. The values ranged from €0.51 to €7.01 per MHz per pop, with a number of studies clustering at the upper end of this range. These numbers would equate to a benefit of between €10 billion and €140 billion for the 1.4 GHz band for Europe. The estimate is also likely to be conservative given that the rapid growth in mobile broadband since many of these studies were undertaken will have increased the benefits of spectrum for mobile broadband. 	Comment by DG4 coordinator: Note: this paragraph deals with total surplus, consumer and producer



[Moreover, alternative spectrum assignments of supplemental downlink at 1.4 GHz would even increase the net present value by approximately €13 billion to give a total value of €67 bn. Indeed, the net present value of  €54 billion is based on the modelling of four mobile operators where in a typical country gets 10 MHz of downlink 1.4 GHz spectrum and uses it, as a supplement to their assigned paired spectrum, to increase capacity and enhance user experience with faster data rates. This value will increase in alternative assignment scenarios with the 40 MHz is split equally between two operators or in the case where the 40 MHz is assigned to a single operator or third party which would then wholesale capacity to all operators as required. For example, an operator acquires all 40 MHz of 1.4 GHz spectrum and offers it on a wholesale basis in combination with 2x10 MHz of sub-1 GHz spectrum.  Alternatively, an equipment vendor who is running a network for a mobile operator, purchases the 1.4 GHz spectrum in its entirety, upgrades the network and acts as a wholesaler. In addition to selling capacity to operators and MVNOs, the wholesaler might offer a range of services which includes:

Sponsored connectivity for content providers. 

Connectivity bundled with devices for device suppliers.

Managed mobile data for retail service providers to offer to corporate  clients.

Furthermore, in the analysis the following costs have also been considered. These are:

The cost of upgrading mobile networks.

The cost of developing the least restrictive technical conditions. The costs of developing and agreeing a harmonised band plan comprise the administrative costs associated with such an exercise. These are expected to be modest in the context of the potential benefits discussed below and so have not been considered further.   

The incremental costs for devices. The incremental costs of modifying devices to receive a 1.4 GHz downlink[footnoteRef:4] [footnoteRef:5]).   [4: ]  [5: ] 


There is no cost in terms of forgone services, as national governments will still retain the flexibility to deploy terrestrial digital radio services in the band if they wish to do so. 

In conclusion, the net present value of quantified benefits (avoided costs and consumer surplus from enhanced user experience) for Europe from the use of 1.4 GHz for MMDL is significant and accounts for €54 billion under conservative assumptions and could reach and exceed  €67 billion under certain assumptions.] 	Comment by DG4 coordinator: This text would be more suitable for an annex with details of surplus calculations



		Producer/industry benefits

		Advantage for European multimedia business

The harmonisation of the 1.4 GHz band for MMDL gives European suppliers an early advantage in the development of mobile multimedia services using a supplemental Downlink. There is considerable scope for the adoption of 1.4 GHz for supplemental downlink outside Europe such as in the Middle East,  Asia and Americas. Implementation of the standard in Europe will open up new business opportunities in international markets, particularly for service providers with successful business models. There is reason to believe that early deployment of the 1.4 GHz supplemental downlink in Europe may result in innovation in the provision of content and services which could lead to considerable producer surplus. The history of the Internet is that network effects can result in the creation of very large companies in a rapid space of time such as Google, Skype, Facebook, Twitter etc. International adoption of the 1.4 GHz for MMDL will be of great benefit also to technology providers[footnoteRef:6] in addition to European content and service providers.	Comment by DG4 coordinator: Its seems difficult to specifically link use of the L-band with innovation on services ?	Comment by DG4 coordinator: Very general statement and examples may seem out of scale [6:  Potential markets will exist in Europe and potentially in many countries outside Europe where the 1.4 GHz band can be made available for MMDL.  In addition, service providers will also have the opportunities in the US market for supplying innovative multimedia services as a Supplemental Downlinik is planned there. ] 




European firms better able to compete in global mobile services markets (see paragraph in consumer benefit on increased competition)





		Producer surplus (quantitative)

		26 b€

The avoided costs[footnoteRef:7] : Deploying a 1.4 GHz supplemental downlink allows mobile operators to avoid significant cost to meet rising demand for MMD services  rather than deploying  additional base stations. In a competitive market these lower costs will result in lower end user prices for mobile broadband and mobile multimedia services. [7: ] 




		

		







		

		Satellite audio broadcasting



		Consumer/citizen benefits

		 Satellite components to subscription radio terrestrial deployments in the L band would first contribute to materialising the value creation expected to be generated by these services in Europe, as depicted in the section on terrestrial subscription radio. 

[Over and above these benefits,] satellite-based audio broadcasting  solutions may provide the additional social benefit of being  delivering instantly satellite audio availability available across a wide territory, in countries where digital radio coverage in Band III would not be achievable. However for the last 10 years, satellite digital radio has not materialized in Europe and being highly resilient with respect to potential terrestrial network outages [(cf. also PPDR below)]. The satellite-based solution also provides unrivalled economies in terms of distributing content (information, entertainment, public alerts, etc).



		Consumer surplus (quantitative)

		



		Producer/industry benefits

		



		Producer surplus (quantitative)

		



		

		







		

		PMSE



		Consumer/citizen benefits

		PMSE is the key-technology for communication and to produce the content for all kind of media. The "front end" technology PMSE allows far-reaching effects in different areas:. PMSE is the key-technology to produce the content for all kind of media.  Thus PMSE have the same social and economic benefit as those applications intend to “spread” contents.	


Below are listed some PMSE applications:

Broadcast (e.g. Terrestrial, satellite and Internet broadcasting, TV and Radio)

Political and religious events

Event production: public, commercial, private

Movie, Film and Video production

Art and Culture (Musicals are impossible without PMSE)

Leisure activities (e.g. Local recreation areas, Wellness, Discotheques) 

Journalistic work

Sport events – all kind

Events in associations, institutions

Conferences and interpretation, meetings, presentations 

Training and education (also Internet-based)

Free and flexible news gathering

Product marketing (for example in the context of industrial fairs). [this is a description about PMSE applications thus it should be deleted]



To describe the economic and social value of the cultural and creative sectors one has may to refer to 2 3 main studies from EUROSTAT[footnoteRef:8] , and the KEA[footnoteRef:9] and TERRA[footnoteRef:10]. They give a detailed overview in certain cultural sectors. Main problems are the definition of culture and creative industry and the different analyzed periods[footnoteRef:11].  [8:  Eurostat cultural statistics 2011 edition, http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-32-10-374/EN/KS-32-10-374-EN.PDF ]  [9:  KEA European Affairs: The Economy of Culture in Europe. Study provided for the European Commission. October 2006 http://ec.europa.eu/culture/key-documents/doc873_en.htm]  [10:  TERRA Study: Building a Digital Economy : The Importance of Saving Jobs in the EU’s Creative Industries ]  [11:  The KEA study only includes some parts of th creative industrie. ”The WIPO definition of creative industries is much broader than KEA’s. WIPO makes a distinction between the “core copyright industries” producing intellectual property related to creative products and the “non-core copyright industries” necessary to convey these goods to the consumer”. TERRA Study: P. 12] 




The UNESCO Culture for Development Indicator Suite is working on a research and advocacy initiative that aims to establish a set of indicators highlighting how culture contributes to development at national level fostering economic growth, and helping individuals and communities to expand their life choices and adapt to change[footnoteRef:12]. These results show the direct impact of participation in cultural events on the economic development. [12:  http://www.unesco.org/new/en/culture/themes/cultural-diversity/diversity-of-cultural-expressions/programmes/culture-for-development-indicators/] 




Following the TERRA Study, which combines several approaches shows the following picture in 2008 and has been used by the Commission[footnoteRef:13]: [13:  COM(2011) 786/2 P.2., http://ec.europa.eu/culture/creative-europe/documents/communication_en.pdf] 




“- The whole creative ecosystem in Europe (“core” and “non-core” industries) generated approximately €860 billion of value added and represented approximately 14 million jobs in 2008, corresponding to 6.9% of European GDP and 6.5% of the European workforce. 



– The core creative industries generated almost €560 billion of value added and represented approximately 8.5 million jobs in 2008, respectively corresponding to 4.5% of European GDP and 3.8% of European workforce.



– The non-core creative industries generated more than €300 billion of value added and represented approximately 6 million jobs in 2008, respectively corresponding to 2.4% European GDP and 2.7% of the European workforce (“interdependent copyright industries” amount to 1.7% of EU GDP and employ 1.9% of the European workforce; “non-dedicated support industries” amount to 0.7% of EU GDP and employ 0.8% of the European workforce)”[footnoteRef:14]. [14:  TERRA-Study P 12] 


Most of the activities are using PMSE for performing, communication, broadcasting and recording. Even when it is difficult to compare the different numbers both studies attest the high value of the cultural and creative industries for economic benefit in Europe.

Nevertheless these studies only describe one sector of PMSE applications. 

They do not include the use and benefit of PMSE in education, political communication, training and sports. These benefits have to put as an add on to these numbers. It might easily be possible to double or triple these numbers. 

[Employment	Comment by Italy: IT agrees with the statement of the DG chair and think this should be more specific to wireless microphones or deleted


The cultural & creative sector generated a turnover of more than € 654 billion in 2003.

It contributes to 2.6% of the EU GDP in 2003. The growth of the cultural & creative sector in Europe from 1999 to 2003 was 12.3% higher than the growth of the general economy[footnoteRef:15]. [15: ] 


During the same period the turnover in telecom services was about € 421 billion[footnoteRef:16].  [16: ] 


It can be estimated that the development in the following years has been equal for both sectors.

One conclusion can be drawn: 

The telecom industries do to not have a bigger share in the economic development in Europe than the cultural and creative industries. "Europe's cultural and creative industries offer a real potential to respond to these challenges thereby contributing to the Europe 2020 strategy and some of its flagship initiatives such as the Innovation Union, the Digital Agenda, tackling climate change, the Agenda for new skills and new jobs or an industrial policy for the globalisation era[footnoteRef:17]". To secure this contributing economy and give it room to grow in a reliable way PMSE should become a future user in the L-Band. [17: ] 




Turnover

There is a demand of cultural offers: "In 2006, about 45 % of Europeans aged 25–64 years declared having participated in cultural activities such as going to the cinema, attending live performances and visiting cultural sites at least once in the last 12 months.[footnoteRef:18]" [18: ] 


Conclusion: 

PMSE as front end technology is the solid base for manifold cultural, social and economic growth in the European Community.



Cultural activities

There is a demand of cultural offers: "In 2006, about 45 % of Europeans aged 25–64 years declared having participated in cultural activities such as going to the cinema, attending live performances and visiting cultural sites at least once in the last 12 months.[footnoteRef:19]" [19: ] 


Conclusion: 

PMSE as front end technology is the solid base for manifold cultural, social and economic growth in the European Community. ]”Europe needs to invest more in its cultural and creative sectors because they significantly contribute to economic growth, employment, innovation and social cohesion. Creative Europe will safeguard and promote cultural and linguistic diversity and strengthen the competitiveness of the cultural and creative sectors.”[footnoteRef:20]	Comment by Helmut: PMSE are tools for different purposes. As a matter of course we e.g. accept the benefits of IMT for the national economy without proving the fact of a direct relation. Nearly each cultural activity uses PMSE for communication or production. If FM50 would decide to abandon such indirect effects it would not make sense to describe social benefits.
	Comment by DG4 coordinator: paragraphs on employment, turnover and cultural activities are general statement about the cultural/media industry sector and not specific to PMSE; proposal to delete [20:  http://ec.europa.eu/culture/creative-europe/index_en.htm] 






		Consumer surplus (quantitative)

		A big part of the PMSE devices may be used by each consumer without any technical background. A lot of devices are developed for non- and semi-professional applications in sport clubs, kindergartens, music bands, small conference rooms, like in hotels, by lecturers etc. Except the flexibility in usage they are saving money because they do not need to hire engineers for installation and operation.



The EUROSTAT numbers show that the demand for cultural activities is growing continuously. “While 77 % of Europeans attribute importance to culture, 91 % of them agree that culture and cultural exchanges contribute to greater understanding and tolerance and 92 % consider that culture and cultural exchanges should have an important place in the EU”[footnoteRef:21] [21:  Eurostat P. 144] 




On has also take into account the value of a time of peace since world war 2 due to the increasing communication and cultural exchanges compared to the conflicts Europe has seen in the past.





		Producer/industry benefits

		Using PMSE allows the users to produce and perform more cost effective because he does not need to cable the whole venue, beside that it also lowers the risk of accidents. It also offers new forms of expression and shows. E.g. The musical Starlight Express and nearly all other musicals would not be able without PMSE.





		Producer surplus (quantitative)

		The effects for the users are not only less time (E.g. shorter rent of a venue) but also less staff and a bigger variety if changes are necessary. The saving will be above 20 % of the production cost in average. It depends on the size and complexity of a production.



		

		







		

		PPDR



		Consumer/citizen benefits

		Reduced risk of loss of life

Based on existing studies, reasoning is given that saving a life has a monetary value of at least 2 to 10 million Euro per year, aside the obvious societal benefits. Enhanced PPDR communications protect and save lives in day to day usage and in disaster situations. Publicly available statistics suggest that better disaster preparedness has played a huge role in reducing loss of life over the past century, and will presumably continue to do so. Therefore it is reasonable to assume that these savings would be real and substantial.



Reduced risk of loss of property

Property damage will also be reduced in both, day to day operations and the event of disasters. Statistics show a substantial increase in property damage due to disasters throughout the past century, despite improvements in preparedness. In any case, better PPDR communications result in more effective response, and thus in reduced risk to property.



Productivity improvements for the PPDR activity

PPDR providers should be able to achieve better protection at the same price, or comparable protection at a lower price.



Reduced risk of injury or death for PPDR forces

Improved tools reduce the personal risk for PPDR professionals.





		Consumer surplus (quantitative)

		



		Producer/industry benefits

		



		Producer surplus (quantitative)

		



		

		



		

		







		

		BDA2GC



		Consumer/citizen benefits

		The social benefit that could be achieved with the introduction of BDA2GC results – similar to every other mobile service based application for the public – from the wish and the expectation of the European citizens to be connected every point in time, at every placeeverywere, which cwould be fulfilled. The implementation of a BDA2GC system in Europe would enable to cover a currently almost uncovered area, namely onboard aircraft. 

The economic benefits that could be achieved to flight passengers, airlines, manufacturers as well as providers of broadband communications services [this section is about benefits to consumers/citizens and not producers/service providers] could include:

[Increased economic efficiencies associated with the exploitation of greater economies of scale arising from the further harmonisation of spectrum management across CEPT.] 	Comment by DG4 coordinator: needs to be more specific to the application, this seems true for any application, proposal to delete

Increased investment and innovation in mobile services, including multimedia and phone services.[] 	Comment by DG4 coordinator: same comment as for SDL on innovative services : specific to BDA2GC ?



Improved quality and coverage of mobile services.



Increased competition leading to and wider consumer choice in terms of the range of new innovative mobile services available and likely to lower  prices for European air passengers.

[]



[[Implementing policy measures should aim to bring about a more effective and coherent use of radio spectrum and accordingly greater and swifter progress towards the creation of a well functioning internal market for in-flight connectivity services for continental flights in Europe.]this is not a benefit]



		Consumer surplus (quantitative)

		



		Producer/industry benefits

		Additionally, aAs far as BDA2GC will be used to support Airline Administrative Communications services (AAC) the aircraft operation would be improved (improved efficiency for aviation industry through in-flight administrative communication services).



Whereas especially in the US direct voice and data communication services for passengers from an aircraft to the ground are available, similar services are still limited still not possiblein within Europe and mainly provided through satellite connectivity solutions.  Athen introduction of BDA2GC would not only increase Europe’s competitive position, but it could also bring Europe into a leading position in this market segment. On the other hand, the negative results of US attempt (400M$ accumulated loss over the years) and the different European geographical extension raise doubts about the potential success in  Europe.



In the case that no frequency spectrum is going to be designated to BDA2GC in Europe, Airlines might will be able urged to choose a cheaper than satellite more expensive satellite connectivity solution for their continental aircraft fleets. This mightwill lead to lower higher expenditures for European airlines and likely to higher prices for European air passengers.



[Comparable disadvantages would not appear for the other mobile based candidate applications for the public, due to the fact of already designated, but not yet used spectrum.[]this text is not relevant in this paragraph and should be deleted]	Comment by DG4 coordinator: is this a benefit?







		Producer surplus (quantitative)
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