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      Introduction 
1. Radio spectrum is a scarce and a key resource for a number of communication services such as mobile telephony, broadcasting and now wireless broadband.  The phenomenal growth in the use of mobile phones in recent times and the increasing usage of radio communications by a number of other industries has lead to increasing demand for radio frequencies.  However, with the available technologies, there are limits on the range of radio frequencies that can be economically used. Certain frequencies are more suited to specific uses and as a consequence, the demand for those frequency ranges exceeds the available supply.  

2. Historically, in most of the countries, the Regulator has used command and control mechanism to decide the allocation of spectrum – what service and technologies can be used in specific frequencies and assignment of spectrum – who get access to particular frequencies in which geographical areas and for how long.  Earlier, the assignment of spectrum was decided through the administrative mechanism, but, in recent times a number of countries have adopted the market mechanism for spectrum assignment. However, the system does not allow spectrum licence holder to sell their usage rights.

3. There is a school of thinking, being increasingly voiced that this kind of licencing does not provide the flexibility that can allow the spectrum usage and users to respond quickly to changes in the market demand and technology. Many a times, chunks of spectrum is licenced but underutilized creating artificial scarcity. This approach has become increasingly unsuitable as a range of new and heterogeneous technologies emerges. Some of the countries like Australia, Canada, New Zealand, and Guatemala have permitted spectrum trading in the secondary market as an additional means of spectrum distribution

 Background 
1 Spectrum trading allows parties to transfer their spectrum rights and obligations to another party, in return for a financial or market benefit.  It allows the present user to decide when and to whom the spectrum authorization will be transferred- and what sum it will receive in return.  The market, not the regulator, determines the value. 

2 In a consultancy report commissioned by the European Commission, the consulting firm ‘Analysys’ identified the following methods for transferring rights of use.

· Sale – Ownership of the usage right is transferred to another party.

· Buy back – A usage right is sold to another party with an agreement that the seller will buy back the usage right at a fixed point in the future.

· Leasing – The usage right is transferred to another party for a defined period of time but ownership remains with the original rights holder

· Mortgage – The usage right is used as collateral for a loan, analogous to taking out a mortgage on an apartment or house.

The spectrum sharing and spectrum trading are two different phenomena though both focus towards increasing spectrum utilization efficiency. Internationally, while spectrum trading has been well defined and detailed regulatory framework is prescribed, spectrum sharing is generally treated as part of active infrastructure sharing.

In India, presently, sharing of active infrastructure amongst Service providers based on mutual agreements entered amongst them is permitted. However, active infrastructure sharing is limited to antenna, feeder cable, Node B, radio Access Network (RAN) and transmission system only. Sharing of spectrum is not permitted.
Permitting spectrum sharing is one of the mechanisms for increasing efficiency in spectrum utilization and temporarily fulfilling the demand for spectrum.  Spectrum, being a scarce resource, the possibility of making “windfall gain”, by an operator having the unutilized spectrum, by sharing such spectrum with another operator who needs it, cannot be ruled out. Allowing liberal sharing of spectrum may generate an opportunity to make profits for spectrum holder. Another issue could be the rate of spectrum usage charge which the operators sharing the spectrum will need to pay

Discussion topics (and subtopics)  
Issues in Spectrum Trading:-

In countries where spectrum trading is permitted, the spectrum is normally assigned through a market mechanism, i.e. auction. Issue for discussion is, whether allowing spectrum trading in multi-operator environment result in anti-competitive conduct through consolidation/hoarding of spectrum? Can it result in the situation where an incumbent precluding the newcomers from providing service by buying out the spectrum necessary for such services. The other issue for discussion can be that since spectrum has only been assigned on a “right to use” basis for a fixed period to the service provider. Can a licensee has the ownership right to enable it to ‘trade’ in it?
Issues in Spectrum Sharing

The spectrum sharing has the potential to generate significant efficiencies by permitting better utilization of existing spectrum by enabling service providers to achieve lower costs of production.  Spectrum sharing is especially useful in cases where a service provider has not received initial allocation of spectrum after obtaining license to operator mobile services.  However, allowing spectrum sharing permanently may encourage players to consider it as a permanent way of hoarding spectrum. It may also lead a service provider to become Significant Market Power.

The issue for deliberation/discussion:

· Whether Spectrum sharing should be permitted in terms of short term leasing by one entity to another in its licensed service area, on mutually agreed terms and conditions, with prior permission of the Government, after paying the applicable sharing charges.
· If it is for a short term, then for how much time?

· Charges of spectrum sharing, should it be regulated or not? 
·  Issue of complying with the security requirements while implementing the sharing of spectrum through pooling. 

· Issue of interference, power limits and transmission within assigned frequencies etc

· Should the prior permission be needed from the Govt before entering into sharing arrangement?

· Should some preconditions are required to be put before service providers are allowed to share the spectrum?
· Who will be responsible for completing the rollout obligation and what will be rollout obligation for both service providers after sharing the spectrum.
· Can a non-licensee or licensee who has not been assigned access spectrum as yet be a party to spectrum sharing ?
· Which operator among the sharing operators bear the applicable spectrum usage charge on total spectrum held?  

Summary and Conclusions

1. In India, at present sharing and trading of spectrum is not permitted though active and passive infrastructure (other than spectrum) is permitted. The TRAI in its recent recommendations on ‘Spectrum management and licensing framework’ dated 11th May,2010 has recommended for sharing of spectrum between the two service providers under certain conditions. Regarding Spectrum trading, TRAI has not recommended it at this stage. It will re-examine the issue of spectrum trading at a later date.

2.
SATRC Countries need to identify the challenges involved, in case spectrum sharing and trading is permitted in the respective countries and ways to overcome these challenges.
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