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BACKGROUND

Australia was one of the first countries to use market-based mechanisms to allocate and manage radiofrequency spectrum: market-based allocation of spectrum rights was introduced in 1992 as part of the Australian Government’s microeconomic reform agenda to increase competition and competitiveness. 

The communications sector in Australia is picking up after a slump in 2001 and is once again growing faster than the rest of the economy.  The main drivers of growth are consumer demand for anytime/anywhere connectivity and for broadband services.  The growing demand for access to the radiofrequency spectrum has increased pressure on the ACA to ensure that the spectrum is allocated, managed and used efficiently
.

The licensing regime in Australia is based on three licence types:

· apparatus licences (device-based).  Typically they prescribe the equipment, its location, power and frequency.  They have terms of up to five years and annual fees are payable.  Apparatus licences are usually allocated administratively and have a presumption of renewal;

· class licences (application-based).  These ‘spectrum commons’ or ‘public park’ licences accommodate the use of low power devices on a ‘no protection – no interference’ basis.  No fees are paid by users of class-licensed devices;

· spectrum licences (technology and service neutral).  Assigned primarily by auction, spectrum licences have terms up to 15 years over spectrum which has been cleared.  Licensees have the flexibility to decide spectrum use within certain broad conditions and the ability to trade or lease licences.  An annual spectrum licence tax is charged to assist the ACA to recover the costs of managing the spectrum.  About 2.7 GHz of bandwidth has been allocated through spectrum licences in Australia so far. 

CHALLENGES

The spectrum management challenges facing Australia will be tackled using a policy framework which:

· promotes benefits to end-users and contributes to an efficient and competitive communications industry;

· ensures efficiency in the planning, allocation and use of the radiofrequency spectrum;

· reduces the costs of regulation;  and

· fosters industry self-regulation.

Our regulatory philosophy is to treat the spectrum as an economic resource and to apply economic tools to its allocation and management.  We recognise, however, that this approach may not be as effective or appropriate for other administrations which have different geographical and international coordination requirements.

Improving the efficiency of spectrum allocation and use

High priority is being given to the following market-based reforms.  

Spectrum allocation and pricing

Spectrum allocation and pricing play an important role in the ACA’s spectrum management strategy.  Australia uses a combination of market-based allocation (such as auctions) and over-the-counter allocation to authorise use of the spectrum.  Apparatus licences which make up the bulk of licences issued, are priced administratively (a fee formula).  The objective is to make greater use of market-based pricing in the longer term.  

In many respects, the administrative pricing mechanism mimics the operation of the market.  For example, higher fees apply in bands where there is high demand (congestion) and more populous geographic areas where there is a larger base of potential customers.  Although administratively set prices for apparatus licences are set above cost recovery level, the fees for most licence types are still below market value.  The challenge is to find the best ways to mimic market prices, by using mechanisms such as shadow pricing or opportunity cost, while taking into account the fact that market valuations can change very quickly.

Auctions are used where there is excess demand for spectrum: these have proved to be quick, fair and transparent.  Based on a technology-neutral approach to licensing, auctions of spectrum licences have encouraged the introduction of new services, greater competition and greater choice for consumers.  

Auctions are also effective in revealing market valuations of spectrum and the information derived from auctions is used whenever possible to refine the administrative pricing model.  The challenge is to monitor the rapidly changing demands of industry and hold the auction at the right time.  There are also challenges associated with the time required for consultation, auction design, setting reserve prices, and deciding whether to apply competition limits.

Secondary trading

Our regulatory philosophy encourages the trading and leasing of spectrum in the secondary market, both for apparatus licences which can be traded in whole, and for spectrum licences which can be traded in whole or in part, by geography and/or bandwidth.

There are a number of ways in which secondary markets could be further encouraged, such as the publication of aggregate information about the sale price of licences in particular bands.  It is anticipated that secondary markets will play an increasingly significant role in allocating spectrum to different users and new uses in Australia.

Private sector management of some spectrum bands

It has been suggested that the ACA should, once the necessary legislation is in place, develop arrangements for the sale of licences for uncleared spectrum.  Development work has started to examine this suggestion.  It may lead to the emergence of a new industry of ‘spectrum managers’, who operate alongside or perhaps in competition with the ACA.  The ACA would have to work out its new role in relation to band managers, and also apply safeguards to protect community and public interest services.  We would also need to consider the most appropriate framework to govern the relationship between band managers and spectrum users.

Making adequate provision for public or community services

One of the explicit objectives of the radiocommunications legislation is to ensure adequate provision of spectrum for agencies involved in defence or national security, law enforcement and the provision of emergency services, as well as other public or community services.  Our philosophy is to treat Government users on the same basis as other users of spectrum, subject to legislative provisions specific to government agencies and functions.

The Department of Defence is the biggest non-commercial user of spectrum in Australia,.  This reflects the high priority that the government attaches to defence use.  However, the growth in demand for wireless services means that it is necessary to continually review whether all spectrum bands are still needed for their existing purposes, and whether the spectrum is being used efficiently.  

In common with many other jurisdictions, Australia has been attempting to identify common spectrum allocations for emergency services.  Recent interest has focused on the 420–430 MHz band, which has been used principally for defence purposes.  Although securing international agreement on a particular band has proved elusive, the ACA considers that a common allocation would increase communications compatibility and enhance spectrum efficiency.  

Accommodating new services and technologies

Around the world new wireless applications are being developed to meet consumer demand for broadband and untethered communications.  In Australia, several bands have been re-farmed recently to make way for mobile communications services and many hundreds of fixed services were required to relocate.  

It is unlikely that re-farming on such a large scale will be required again for some time, but there may be some small-scale re-allocations.  In particular, the growing demand for wireless Internet has prompted demand for more spectrum around 2 GHz and we are getting enquiries about 1.5 GHz.  

The use of spectrum-efficient technologies is encouraged so that a wide range of services of an adequate quality can be provided.  This is done through a combination of measures including assignment instructions, licence conditions and financial incentives.  This process is also driven by technology developments that are producing more efficient ways of sharing the spectrum with little risk of causing interference to existing users.  

Services for regional communities

While some of the spectrum management challenges faced by other countries are lessened by Australia’s geographical isolation, other issues are compounded by its relatively small and dispersed population.  Demand for spectrum is concentrated in the population centres surrounding Sydney, Melbourne and Brisbane.  However, ensuring access to communications services for Australia’s sparse rural population continues to be a communications policy imperative.  This means that the ACA has had to develop innovative ways to encourage spectrum to be used for rural services. 

For example, to accommodate the growing interest in broadband wireless access services in the 2 GHz band, the ACA has developed a package of measures to meet the needs of both large operators seeking to cover wide areas such as capital cities and major regional towns, and small operators seeking site-specific licences covering a smaller area such as a small country town and environs. 

Communication with stakeholders

The ACA places great emphasis on effective communication with all its stakeholders.  In particular, the ACA consults widely among its stakeholders before implementing changes to its spectrum management regime.  

A recent important communication initiative was the publication of a report, From DC to Daylight – Accounting for the Use of the Spectrum in Australia, which describes the current uses of the spectrum and identifies the challenges faced in accommodating competing uses.

International developments

Australians are large users of communications services.  However, Australia does not manufacture large quantities of radiocommunications equipment and international manufacturers do not tailor equipment specifically for the relatively small Australian market.  Consequently, we have little influence on the development and manufacture of products such as mobile phones, aeronautical communications systems, defence systems and most other spectrum-dependent technology.  Therefore, to maximise benefits for Australian consumers of these technologies, our allocation of the radiofrequency spectrum needs to be particularly cognisant of international developments.

THE FUTURE

One of the key regulatory issues is how much further and faster should Australia move from the traditional command and control model of spectrum management towards market based solutions?  That is, how far can the property rights model (spectrum licensing) and the commons model (class licensing) be taken?

Significant progress has been made on market based reforms in recent years but many difficult challenges lie ahead.  In responding to these challenges, Australia hopes to contribute not only to the development of better spectrum management practices but also to learn from other countries’ experiences.  International experience will be particularly relevant to the introduction and use of new technologies.

______________







� For those interested in finding out more about spectrum management in Australia, the ITU’s Fabio Leite completed a detailed examination of Australia’s spectrum management regime for the Radio Spectrum Management for a Converging World workshop held in February this year.  His report can be found at: � HYPERLINK "http://www.itu.int/osg/spu/ni/spectrum/aust-rsm.pdf" ��http://www.itu.int/osg/spu/ni/spectrum/aust-rsm.pdf� 
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