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A response from the Communications Management Association to the Ofcom 
consultation on the allocation of 4G spectrum 
 
 
About CMA 
 
CMA is an association of ICT professionals from the business community who have a 
professional interest in communications, in both private and public sectors. It is a registered 
charity 50 years old, totally independent and without supplier bias. It is run by the members, 
for the members and aims to influence regulation and legislation, provide education and 
training and disseminate knowledge and information, for the public good. CMA’s contribution 
to public consultations is generated via the process described in the Footnote to this 
response. (www.thecma.com) 
 
 
Business Impact Statement 
 
Ofcom’s consultation appears to be driven primarily by consideration of its impact on the 
suppliers.  There is also reference to the needs of the “citizen-consumer” in terms of Ofcom’s 
statutory duties.  Unfortunately, these emphases are not matched by an assessment of the 
impact on the business user and thus there is a danger that the requirements of this very 
large demand-sector will be overlooked.  For example, the consultation refers frequently to 
the UK having four main MNOs – Everything Everywhere, H3G, O2 and Vodafone; there are 
also several references to the benefits of maintaining at least four national providers.  But for 
large business users H3G isn’t a significant provider.  Thus for large businesses there are 
really only three MNOs, suggesting that the UK market isn’t quite as competitive as Ofcom 
might think.   
 
A recent EU-wide survey by ArcChart reports that the UK is one of Europe's most developed 
mobile markets. With 62 million subscribers, the country has the third largest mobile user 
base (behind Germany and Italy) amongst all European nations. Mobile penetration stands 
at 135%. However, in ARCchart's recent study of the performance of mobile broadband 
networks, the UK ranks amongst the lowest of all European countries for the download 
speeds achieved by end users - sitting in 24th position of the 28 countries examined and 
performing worse than countries like Romania, Bulgaria and Portugal.  From the perspective 
of the UK business user this is a QoS issue of real and continuing concern. 
(http://www.arcchart.com/reports/european-carrier-mobile-broadband-network-
performance.asp?rethinkwb).   
 
We had hoped, from evidence of actions over the last 18 months, that the imbalance 
between the needs of individual and business users had been redressed.  But it would seem 
that Ofcom has reverted to its practice of attending to the needs of the citizen-consumer 
while ignoring the existence of the medium and large business user.  This is not acceptable 
and we continue to press for a more balanced approach. 
 
The business consumer mobile market is characterised by four primary features:  

• the need to conduct business across several sites simultaneously,  
• the requirement to be in contact with and between employees on the move;  
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• the need for acceptable levels of QoS; 
• the impact of being tied-in to one supplier for the bulk supply of services and 

equipment over perhaps several thousand users.   
 
Those considerations dictate our response, especially in the key areas of competition and 
coverage.   
 
 
Summary 
 
CMA reiterates that the auction process, based on the economists' notion of 'effective 
market' fairness, does not best serve the interests of the consumer.  We also continue to 
hope that Ofcom will refocus on the proactive delivery of UK policy rather than listening too 
attentively to the threats and promises of the MNO lobbyists. 
 
Just as in fixed fibre access four essential questions will apply when judging the contribution 
of the regulator in delivering government policy.   The four basic questions are: 

• Will these proposals enable an affordable infrastructure for innovation? 
• Will these proposals contribute to an infrastructure for enterprise? 
• Will these proposals accelerate economic growth? 
• Will these proposals enhance community development? 

This has very little to do with finessing fairness between market players but absolutely 
everything to do with fairness to UK enterprises and society – as reflected in the 
Communications Act 2003. 
 
CMA is concerned that: 

• asking mobile operators to compete for spectrum licences will diminish their 
concomitant ability to afford the infrastructure investment; 

• the bill for this market-driven approach will eventually arrive on the doormats of 
British businesses; 

• duplication of the basic access utility infrastructures diminishes competition at the 
more-vital services level. 

 
However, we also recognise that Ofcom’s freedom for action is restricted by external factors. 
The result is that the UK remains adherent to the economists’ model of spectrum allocation 
and Ofcom is committed to sustain a UK four national player mobile network operator 
market.   But we doubt that, within the present model, a four player market can be sustained 
in the long term.  Even if those doubts are proved unfounded, the model is far from 
representing a satisfactory competitive market structure in terms of being responsive to 
coverage and access speed demands of users. For those reasons we encourage Ofcom to 
secure a sustainable, four-player market by ensuring that each of the main suppliers has 
enough spectrum to be able to offer business users nationwide coverage.   
 
CMA believes that nothing less than 100% mobile coverage should be the target for the 
policy-makers and the regulator and that a clear, unambiguous statement to that effect 
should underpin any future work that Ofcom undertakes.  A new market model is needed 
that is more responsive to the needs of its customers while being less demanding of 
downstream, post-auction investment.  CMA proposes such a model. 
 
 
Detailed response 
 
General 
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CMA recognises the extent of the debate over spectrum allocation and the constraints under 
which Ofcom has been working in order to progress to this point. We also recognise that the 
decision has been made to hold an auction designed principally around the concept of 
market value.  We have on several occasions in the past pointed out the weaknesses of an 
academic approach but it serves no purpose to repeat them here. Even so, that does not 
mean we are happy with Ofcom’s current proposals. The recent ArcChart report referred to 
above demonstrates that the UK mobile sector is not performing as well as it should and 
some of the blame for this must lie at the door of the regulator.  Our discontent lies 
principally in the areas of Competition, Coverage and Quality of Service – all of which are 
probably within the compass of Ofcom’s planned future work, as described at para 1.27 of 
the condoc.  Our response, therefore, seeks to inform and influence that future work rather 
than comment on the strengths and weaknesses of current proposals.  
 
Competition 
 
Consolidation of the UK market from 5 to 4 players has impacted business user choice more 
severely than that of the citizen-consumer.  Because H3G is not a significant player in the 
business user sector, the sector is able to choose only between EE, O2 and Vodafone.  But 
because of the lack of universal coverage by any of those three, a business customer will 
often find that his choice is limited to only two, or perhaps just one, depending on the 
location of his premises and the service levels on offer.  The UK market is not as competitive 
as Ofcom and others seem to think. 
 
BT already has a near monopoly of fibre back-haul (needed for very high speed broadband 
mobile) to sites outside of urban areas (which definition includes at least 60% of the country 
by geography) and this influences delivered speed. The sites themselves are now reducing 
to a duopoly through site sharing (Cornerstone and EE+"3") and this largely governs 
coverage. The bottom line is that relatively weak competitive forces now exist at this level 
and sites (masts, buildings, power etc) account typically for around 60% of the base station 
infrastructure cost.    
 
So all the regulator is left with is a layer above the running of transmitter/receivers. To make 
this competition work effectively consumers (including business consumers) need 
information upon which to make informed choices. However, the new HSPA and LTE 
technologies (delivering access speeds in a geographically discriminatory and complex 
manner) seem likely to add to existing customer confusion in terms of reliable information on 
which to judge network operator performance – which MNO can deliver the best access 
speeds at home, on the journey and at work.  
 
CMA has no confidence that this old competition model will deliver much for business users 
in the long term. It is already crumbling around the edges and is very prone to the impact of 
an emerging dominant player.   
 
In short, we believe that the Orange & T-Mobile merger and the Project Cornerstone network 
co-operation between Vodafone & O2 have served to remove coverage-based competition 
in the UK.  Selling spectrum under the same target condition of 'percentage of population 
deployed to' is unlikely to resurrect it.   
 
The fixed line industry is moving quite quickly towards a very clear separation of services 
and infrastructure.  Yet the mobile sector, advocated by many as the only possible solution 
to the provision of broadband to rural areas, sticks firmly to its vertical model.  The proposed 
auction process does nothing to encourage the emergence of a mobile infrastructure that is 
fully open, on a fair and equitable basis, to all content and service providers.  Indeed, the 
opposite effect could well turn out to have been fostered by Ofcom’s design.  CMA is 
disappointed to see, at para 1.20 of the condoc, that Ofcom seems to welcome the prospect 
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of entry by sub-national vertically-integrated operators as “bringing benefits to the 
consumer”.  That view is clearly not applicable to those businesses that operate over many 
sites and/or who have peripatetic employees - if such local operators were to share access 
to 2.6GHz spectrum it could only be to the detriment of the use of that spectrum in a more 
efficient national coverage plan.  And that is so even taking into account the reluctance of 
any provider to extend existing reach, using the lower bands, into more of the rural areas to 
satisfy the demands of the USC.  Indeed, in the case of the smallest of the four MNOs, the 
proposed auction process seems to make it difficult for it to win adequate spectrum in the 
800MHz band and thus militates against it extending its reach into the rural areas.  A three-
player market looms closer. 
 
In short, business users do not need more competing infrastructure built around a division of 
spectrum among competing operators of differing sizes and resources – businesses need 
more competing services, reliably available, in all corners of the UK. 
 
Coverage 
 
The issue of lower mobile termination rates (or none at all) lives on, both here and elsewhere 
in Europe.  Yet national governments expect the operators to make significant investments 
in procuring spectrum – which then needs infrastructure to be in place to deploy it. In 
parallel, the same players will be expected to bid across Europe in similar auctions.   So, on 
balance, if we assume that there is a finite amount of investment capital available, is it better 
to spend on spectrum purchase or infrastructure build in order to meet policy as well as 
demand objectives?  By pursuing both options Ofcom would appear to be reinforcing the 
coverage status quo.  
 
Mobile coverage is of concern for most mobile users – especially business users. The 
condoc recognises this and describes the individual, economic and social effects of 
inadequate mobile coverage.  This verbatim comment from a CMA member describes an all-
too-familiar situation: 
 

“I've just returned from a week walking in the Lake District. Nice for me, but so what, you 
say? Well we spent a week walking between several of the lakes, based near 
Ambleside. My phone, on the T-Mobile network, had no signal for the whole week. T-
Mobile may have met their licence obligations on percentage of the population covered, 
but what about the percentage of the land mass? Apart from the benefit to the user of 
providing the ability to make calls, why don't they want to take my money for making 
calls, even if it has to be shared with a roaming partner. Isn't a percentage of something 
better than nothing? In advance of 4G licences being issued, wouldn't it make economic 
sense for the providers to have shared delivery rather than 4 masts in the same places 
and none in others? Mobile voice and data coverage are no longer a luxury. The goal 
needs to be 100% geographic coverage for all users as fast as possible.  Why should 
users settle for any less?” 

 
The consultation document is remarkable in that it reveals what appears to be a lack of 
cohesion and focus in Ofcom’s policy on mobile coverage.   

Para 1.4 says: 
“This consultation therefore also sets out proposals for how we might ensure that 
next generation mobile broadband services are available throughout the UK for the 
benefit of citizens and consumers.” 
But 1.6 says: 
“The combination of low and high frequency spectrum creates the potential for next 
generation mobile broadband services to be widely available across the UK…..” 
And 1.10 worries about: 
“whether to include rollout or coverage obligations in the new licences” 
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1.24 says: 
“We expect that over time new mobile services using LTE and possibly other 
advanced technologies will become available to a large proportion of the UK 
population………. Moreover, there will always be limits to the extent and depth of 
coverage that will be commercially viable for any mobile network”. 
And, tellingly, 1.26 says: 
“We believe this should result in coverage of future mobile broadband services that 
approaches today's 2G coverage by the end of 2017.” 

 
That final quotation is nothing short of a highly regrettable descent into complacency.  The 
extant description of mobile coverage as “97% of the population” is as misleading as is the 
definition of “access to broadband” in the fixed line market.  CMA understands that a postal 
code is deemed by Ofcom to be covered if 90% of the houses in that code can receive a 
“satisfactory” signal (whatever “satisfactory” means). “97%” refers to 97% of post codes 
being ‘covered’.  It follows that only 97x 0.9 % - or 87.3% - of households are actually 
covered.  That figure could well be even lower: a report in the Sunday Times of 15 May 2011 
revealed the gaps between reality and the coverage claims of the MNOs.  Acceptance of the 
status quo will leave around one sixth of the population, who are not, as many suppose, only 
located in rural and semi-rural areas, with unacceptable levels of coverage.    
 
 CMA believes that nothing less than 100% coverage should be the target for the policy-
makers and the regulator and that a clear, unambiguous statement to that effect should 
underpin any future work that Ofcom undertakes, so that departures from target have to be 
explained to the consumer and justified.  Left to themselves, the MNOs will not extend 
coverage to 100% - which is why we look to the regulator to find a mechanism that will 
convince them that it’s in their interests to do so.  Were that to happen, Ofcom could 
justifiably claim to have the interests of the citizen-consumer at heart. 
 
A possible solution 
 
If you travel abroad and are familiar with the ability of your mobile phone to hook onto the 
best available network you will understand ‘international roaming’.  The network that 
provides the initial connection will route your call to its destination – most probably via hubs 
or gateways to other networks – and you can receive calls in much the same way. 
At home, however, if your normal operator’s network is unavailable then you are effectively 
disconnected even if another network is operating perfectly well in the same location. 
 
National Roaming (if mandated by Ofcom) would provide the same convenience at home as 
well as abroad – though without the same excessive international cost.    Such a policy move 
(already adopted in other EU countries) would encourage operators to focus on network 
quality and coverage – collaborating more in the utility space of basic access and competing 
more in the higher value services arena. 
 
Whilst mobile operators may fiercely resist the reduction in scope for ‘vertical integration’ 
(aka “customer lock-in”) the usefulness of mobile services for enterprises and consumers 
alike would be vastly improved.    Such a policy move may also signal the end of the out-
dated notion of competition at the ‘lowest possible level of infrastructure provision’ – a 
regulatory concept that has led to inefficient (and often insufficient) investment in the access 
layer for both fixed and mobile communications.  The old models are defunct - they do not 
respond to the opportunities to embrace newer technologies for widespread economic 
benefit and do not help investors to de-risk the essential funding of new infrastructure.   
 
The new models for separation of access (utility) from services (competitive) are more-
transparent - leaving far less room for complex tariffing and other ‘market machinations’ that 
act against the interests of all customers. 
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The French regulator has recognised these arguments and is to auction 4 lots in the 
800MHz band.  Accumulating lots is to be allowed, but the owner must then provide national 
roaming.  Ofcom has consistently set its face against mandating national roaming in the UK 
– yet this is the one action that would massively leverage national coverage in pursuit of the 
USC.  The paradoxical (verbally-offered) argument from Ofcom is that any similar imposition 
embedded in the 2012 auction would militate against any incentive to maximise coverage 
through further infrastructure rollout. Presumably the lack of any such incentive, either 
coming from the regulator or through commercial opportunity, has escaped notice (the 
quotation from para 1.24 is applicable). 
 
On the other side of the Atlantic, the FCC has recently made it mandatory for operators to 
offer data roaming. Under the decision, mobile data service providers will be required to offer 
data roaming arrangements to other such providers on "commercially reasonable terms and 
conditions, subject to certain limitations". The required wholesale offer should increase the 
number of retail services available, providing consumers with better coverage and more 
competitive prices, according to the regulator. The decision is in line with the US National 
Broadband Plan and its aim to improve services in rural areas. Naturally, the operators were 
unhappy - Verizon called it a "new level of unwarranted government intervention" and said 
the rule discourages network investment, as smaller operators would be able to rely on 
roaming agreements rather than building out their own networks. 
(http://www.fcc.gov/rulemaking/05-265).  It is assumed that Ofcom bases its objections on 
such comments. 
 
CMA is well aware that the UK-based MNOs are antipathetic towards national roaming – 
even of basic voice and SMS services.   It is unfortunate for the UK that Ofcom seems 
unable to stand up to such entrenched views and defend the consumer interest.  Certainly 
Ofcom seems not to share the US and French approaches to universal coverage in pursuit 
of national broadband policy and in support of a sustainable, 4-operator marketplace.   What 
the UK needs now is a form of regulation that reduces the need for massive investment and 
ensures effective, sustainable competition between mobile network providers. 
 
But if we are to avoid a massive investment in new base stations we must find a way, not 
only to improve network speed but also to extend coverage.  CMA is certain that the solution 
is to switch on national inter-system roaming (harnessing the total existing base station sites 
across all the competing mobile operators within a new network competition model).  The 
cost saving would result in lower prices for consumers and the prospect of a greatly 
improved quality of service. 
 
CMA proposes that inter-network roaming is activated nationally – if necessary at first for 
voice and SMS – but to be followed in the 4G era for data. A minimum download speed 
would be imposed nationally, so that a user whose in-call speed falls below it would find their 
handset searching across competitor networks to find a better access speed. When such 
roaming occurs the home network operator would pay any roaming charge (rather than the 
user) and this would provide an incentive for mobile operators to add new base stations in 
order to minimise the number of roaming incidents.  If Ofcom is looking for a competitive 
wholesale market between the mobile network operators this model offers one solution.    
The suggested approach would not only be consistent with the Commission’s downward 
pressure on roaming charges, it would also encourage the MNOs to differentiate by 
becoming more competitive and innovative at the service level in order to retain and recruit 
customers.  
 
We do not underestimate the challenge that operators face in managing inter-operator 
financial resolutions. Enhancements would be needed to their core billing systems – 
although such capability already exists to cope with overseas visitors to the UK, roaming 
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from their home networks.  But at a time when technologies for both fixed and mobile 
communications are undergoing rapid change it is entirely appropriate that regulatory 
policies should be re-thought in order to better reflect the higher national purposes of 
enabling economic growth and societal development. 
 
There is little doubt that the industry will fiercely resist any such proposal and will assert that 
they could be technically un-implementable, too expensive, not commercially viable, naïve 
and impractical. It is to be hoped that Ofcom will have the courage to ignore such protests in 
the long-term interests of the business- as well as those of the citizen-consumer. 
 
CMA 
23 May 2011 
 
 
Footnote - CMA’s Internal Consultation Process on Regulatory Issues 
Any consultation document (condoc) received by or notified to CMA is analysed initially by 
the appropriate Forum Leader for its relevance to business users based in the UK. (The 
majority of CMA’s members are based in this country, with a third of them having 
responsibility for their employers’ international networks and systems). 
If the document is considered to be relevant to CMA, it is passed, with initial comments, to 
members of both the appropriate Forum and the 20 or so members of CMA’s “Regulatory 
College” – ie: those members who have experience in regulatory issues, either with their 
current employer, or previously with a supplier. The CMA Chairman is also a member of the 
College. The detailed comments from the College are collated by the Forum Leader in the 
form of a draft response to the condoc. Note: if the condoc has significant international 
import, the views of the international user community are likely to be sought. This is done 
through the International Telecoms User Group (INTUG). 
Time permitting, the draft response is sent to all members of the Association, with a request 
for comment. Comments received are used to modify the initial draft. The final version is 
cleared with members of the appropriate Forum and Regulatory College (and, if the subject 
of the consultation is sufficiently weighty, with the CMA Board).  The cleared response is 
sent by the CMA Secretariat to the originating authority. It might be signed off by the Leader 
of CMA’s Regulatory Forum, and/or by the CMA Chairman. 


