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Spectrum management - Analysis about secondary spectrum market and what ITU and regulators are planning for future.

Scarce spectrum resources have a high impact on telecommunications development, and consequently its assignment and posterior usage and management have a high impact on economy efficiency and social welfare. 
Words and actions are found around the world about the best ways to assign spectrum and if the Regulatory Authorities should maintain a strong control or should liberate its usage, not only in the way it is used (data, voice, image, content and applications provision) but also about the property transference between operators.

The basic economic issue about this point is how the Regulatory Authority can promote the highest value in the Industry, measured it in terns of the value assigned by end users to services provided through the scarce spectrum frequencies. The value escalation of the spectrum usage can be obtained on the assignment instance, but as it is not enough in its own, also at the latter usage by the operators.  
On the first instance the highest value creation is usually accomplished through auctions that assure that the spectrum goes to those who assign the highest value to it. Other competitive procedures broadly used in the world (beauty contest, lotteries, etc.) are not efficient as they do not assure this value condition. 
The escalation of the value during its usage can be obtained in a sole way: leaving the market to decide what services should be provided in each spectrum segment and by whom. The best way should be to leave the original owners of spectrum to trade it in the market. Every time an operator buy, lease or hire a spectrum segment to another operator, it is because it is assigning it a higher value that the original operator. And this assigned value is simply the aggregated value assigned by all its potential customers.
So, it is clear that from an economic point of view, on line with WTO and ITU general objectives, the constitution of a secondary spectrum market about property rights on spectrum usage is the right way for social welfare increase. Anyway, this market should be subject to clear, transparent and economic “light touch” regulation to adjust actual behavior to what it was planned about.  
Additionally, the owner has rights to aggregate, divide and use it in the best way it results from its business plan and subject to Regulatory Authority framework and control.
ITU has taken into account this issue every time spectrum management comes into focus. For instance on report UIT R SM.2012 about economic aspects of spectrum management a comprehensive definition is presented.

Lately last year on a Background Paper for the “WORKSHOP ON RADIO SPECTRUM MANAGEMENT FOR A CONVERGING WORLD” that took place on February 2004, a whole section is devoted to spectrum trading. 

It is established there: “There is a growing trend towards deregulation and a greater reliance on market forces in spectrum management. Many countries have now started to introduce some form of market-based mechanism in

managing spectrum. At one end of the scale, many countries have retained centralized control over functions such as spectrum allocation while introducing market-based mechanisms, such as auctions, to assign spectrum. At the other end of the scale, a few countries, like USA, Australia, Guatemala and New Zealand, have gone further in deregulating spectrum management by allowing the market-based allocation of spectrum use.”
As the earlier experience, in 1989, New Zealand decided to create the spectrum market. Even not having a heavy activity, this action shows that it is viable. 
In the USA on December 1, 2000 the FCC released a Policy Statement with the plan for establishing secondary markets for spectrum. Since this plan, that allows entities to make all or portions of their assigned frequencies available to other entities or uses, allowing the spectrum to migrate freely to more valuable applications, other documents were issued. All of them remove barriers for a prompt and efficient establishment of a secondary market. In 2003, the FCC adopted its First Report and Order and Further Notice of Proposed Rulemaking. In 2004, the FCC adopted the Second Report and Order, Order on Reconsideration, and Second Further Notice. At this moment two kinds of leasing are acceptable: the so call “spectrum manager” leasing that enable it without prior FCC approval but the licensee retains the control over the leased spectrum and is primarily responsible on compliance issues; and the “de facto” leasing, where the parties need prior approval of the FCC, but the responsibility is transferred to the lessee for the term of the lease.  
Another example is Guatemala where the spectrum rights are issued allowing the transfer, aggregation or division of the frequency segments and the use without service limitations.

On April 20 of 2005, the OECD
 in its document “Secondary Markets for Spectrum: Policy Issues” states “…a major reason for the problem of inefficient underuse (…) occurring is the failure to assign spectrum usage rights such that the resource may be effectively used by those who value it the most. Secondary markets will enable spectrum resources to shift from low-value uses to higher value uses.”

Additionally in Europe was issued the Framework Directive of 7 March 2002, where it is encountered:

On paragraph (19): “Transfer of radio frequencies can be an effective means of increasing efficient use of spectrum, as long there are sufficient safeguards in place to protect the public interest,…” 
On Article 9, paragraph 3: “Member States may make provisions for undertakings to transfer rights to use radio frequencies with other undertakings.”

It is expected that through the extensive experience that is taking place and the pressure of new technologies and the convergence, secondary spectrum trading will emerge as a useful tool that will increase the efficiency of spectrum usage and the social welfare.
Even recognizing different opinions, as the “Big Bang Theory”
 we think that the best way is a phased introduction of the spectrum market with a cautious follow up of its evolution and behavior. 




� Organisation for Economic Co-operation and Development


� This concept was developed by the economists Kwerel and Williams (2001), and signifies that the whole spectrum should be introduced to the market in a single date, but the current holders maintain the right to trade it or not.
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