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VALUATION s TUNING IN TO SPECTRUM VALUATION 

As a result, potential buyers are willing to pay more for a 
license authorizing operations in New York City than for one 
authorizing operations in Buffalo. The same holds true with 
wireless spectrum. The larger the market, the higher the value.

Competitive Situation 

When valuing spectrum licenses, it is very important to 
consider the competitive situation in the market and to 
understand the local market dynamics. If a market has a 
large number of operators, it may be challenging for a new 
operator to enter the market and gain enough market share 
to be competitive. As the industry has evolved and conformed 
to new standards like long-term evolution, LTE, the ability to 
share spectrum and swap licenses has occurred with greater 
frequency and fewer technological hurdles. That, along 
with increasing consumer demands for faster and more data 
availability, has helped drive up the values being paid for 
wireless spectrum. The competitive situation may positively 
or negatively impact the value of the license.

Size of Spectrum Band 

The width of the spectrum band also impacts the value of the 
spectrum to a certain extent. The amount of spectrum in any 
given market is largely a factor of the use of the spectrum. 
For example, all television broadcast licenses are 6 MHz. The 
6 MHz licenses are sufficient given that broadcast spectrum 
is a one-to-many service offering; in short, the amount 
of spectrum required to provide service is not affected by 
the number of users of the service. For a wireless operator, 
however, the amount of spectrum is far more important, as 
having too little spectrum in a market can negatively impact 
the network’s performance, which is directly related to the 
consumption of the services by the end user. Furthermore, 
the amount of spectrum available may impact the use (i.e., 
paired spectrum versus unpaired spectrum). Larger-bandwidth 
licenses generally have greater value.

While there are several other factors that could also impact the 
value of the spectrum, the foregoing factors highlight those 
that are most critical. Given the wide range of factors that 
can impact value, it is common in the industry to convert the 
prices paid for spectrum into multiples in order to compare 
prices across bands and in different markets. The most common 
multiple is a price per MHzPop,5 calculated as follows: 

Price per MHzPop multiple =  
sales price / (MHz of license x pop covered)

Example: PCS license is 15.0 MHz, covers 1 million pop; 
sales price is $17.6 million 

Price per MHzPop = $17,600,000 / (15.0 x 1,000,000)

Price per MHzPop = $1.17

TWO COMMON VALUATION METHODS 

Regardless of the approach considered, a calculation of the 
implied price per MHzPop multiple is often used to test the 
reasonableness of the concluded value. The two most common 
approaches used to value FCC licenses or spectrum are the 
market approach and the income approach. While the cost 
approach cannot be directly applied due to the nature of the 
license, a variation of the approach can be applied in certain 
circumstances. Below we focus on the application of the 
market and income approaches in the context of valuing  
FCC licenses.

THE MARKET APPROACH 

In general, the market approach is a valuation technique 
whereby the value of an asset is calculated based on the prices 
of actual transactions for similar assets. These observations 
make it possible to determine the value of assets that have 
no active market. In the merger and acquisition approach, a 
form of the market approach, we examine the terms, prices, 
and conditions found in actual sales of similar assets. After 
the relevant transactions are identified, transaction multiples 
(e.g., price per MHzPop or price per television household) are 
derived and applied to the corresponding characteristics of 
the FCC licenses to estimate their implied value. 

Ownership of spectrum licenses ultimately lies with the U.S. 
government and is controlled by the FCC. The FCC assigns the 
rights to these licenses through a competitive bidding process 
or an auction. These auctions are announced in advance and 
generally require potential participants to put down initial 
deposits, to ensure that only qualified bidders participate. 
The auction process is the primary market in which one can 
obtain an FCC license. Once a license has been assigned in 
the auction process, the secondary or M&A market becomes 
the active market for the license. Based thereon, we look to 
both primary and secondary market sales in the valuation of 
spectrum licenses. 

Primary Market Data – Spectrum Auctions  

The use of FCC license auction data in spectrum valuation 
is very common for several reasons: 1) typically there is a 
substantial amount of spectrum being sold or auctioned at a 
given time, 2) the auction results are freely available, and 3) 
these auctions generally are open to almost everyone except 
foreign-controlled companies. Spectrum can be auctioned in a 
variety of different market sizes and areas. As shown in  
Figure 1, auction prices for spectrum bands can vary substan-
tially based on the type of spectrum, the geographic areas 
available, the spectrum holdings of existing bidders (compe-
tition), the timing of the auction, and numerous other factors, 
some of which were discussed previously. It is important to 
understand the facts and circumstances surrounding an  
auction before drawing a value conclusion from the results.

5  Note that in broadcasting valuations, this metric is often condensed to a price per pop or price per TV household, as those licenses all have the same bandwidth (or MHz). In order to compare the license 
values to other spectrum band licenses, a price per MHzPop would need to be calculated.








