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[image: image1.png]e By apphiears m fe redersl Lommunications Lommission's (FLL) cellufar telephone license:
Joteie, held between 1986 and 1989. We go on 1 compare expenditues with ctimates of the
value of the licnses ot ke,

These lotcriesconsitute s unque natralexperment. Any U.S. ciizen was eligible o eter
esch geographi lotery once, and only once, for an expense whih wecalulate s modest The
Joteries were wdely pubiczed an eavily eiered. There were aver 320,000 aplicatons one
per marke) fled for 643 clllr licenses, and tin-pary appicaton preparers entred the mar-
ket rapidly. Because icnses were wanded squentialy, prospective paricpants n e loterics
could ind ou tht expected et reurns from arl oteris wre posiive becase of under-
subscription. The value o the pize was Known because sle of previously awarded licmses
Had begun 0 take place befor bt Jotries were eld, and market nalysts were uing such
sale prces t0 valu lcenses not yet avarded. The e loterie seem smast ptimally conrived
10 maximize the disipation of rents. Yet comparing th esources ivested in niry (e price
of a full-prepared application) with the rets vaisie the market value of celllar clephonc
Hicenses) shows that disiption s fr shor of compet.
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