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In recent years, Europe and East Asia have experienced high broadband uptake. However, the
European nations are still behind Japan and Korea in terms of broadband penetration and FTIx

development.

It is clear that public intervention is playing an important role in next-generation network
development. This report looks at the regulatory environment and national strategies for
broadband in Europe and Asia. We review the regulatory challenges in investment and
competition, and look at the current regulatory approaches of these two regions.

Key findings

Japan, Korea and the EU recognise the need to impose fibre access obligations on
incumbents, in order to promote high-speed broadband market competition. The EC strongly
believes there is a need to keep a clear open access regulatory policy for next-generation
broadband and avoid 'regulatory holidays', Japan and Korea have already imposed
obligations on incumbents to provide open access on their fibre network.

Japan and Korea do have significantly higher next-generation broadband penetration
than Europe. mainly due to much stronger government support. The EC has only recently
recognised the need for public intervention in next-generation broadband investment, and
it has started to make funds available for projects that might not otherwise be commercially
viable.

Economic, geographical, cultural and educational factors also playa role. South Korea and
Japan have similar features, with a high-density population, living in high-rise buildings, and
a lower cost of fibre deployment. Their consumer demand for bandwidth-hungry applications
has been higher than their European counterparts for a long time. These factors have pushed
Asian operators to deploy fibre networks earlier.

In Europe the emphasis is on policies aimed at levelling the playing field and at making sure
that a competitive environment can deliver an optimal level of investment. While the UK has
pursued functional separation of BT, other countries such as France and Germany are looking
into duct access and sharing in order to facilitate altnet investment. Regulators are also keen
to make sure that the so-called migration towards next-generation networks (NGNs) does not
end up with a re-monopolisation of fixed infrastructures on behalf of the incumbents.
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Comparison table

Figure 1provides a summary of the current status of broadband and FTTx (which includes all fibre
technologies from fibre-to-the-kerb to fibre-to-the-home, such as FTTN, FTTC, FTTB and FTTH).

Figure 1 Summary of broadband and FTIx status in Europe and Asia

Country Broadband Broadband FTTx Investment Regulatory
household penetration share of (government measures
coverage (household) broadband aid/private (duct sharing,
ratio investment) open access,

bundled
products ... )

France 96% 61% 0.09% Increasing state NRAs facilitating
aid in NGNs; access to
generally incumbent ducts,
govemments like Germany

Germany 90% 41% 0.16% support the and France.
creation of

Operationalinfrastructure,
which is available separation of

Netherlands 99% 73% 2.33%
to all operators on 8T lead to LLU

non-discriminatory take-up.

terms. EC proposes

Sweden 92% 55% 14.5% to include
high-speed
broadband into
universal service

UK 95% 56% 0.01% obligation.

Japan 94% 55% 33%" Authority and Obligation of

80% (FTIH)
operators access fibre
invest in FTIH; network.
govemment offers
the financial
support to reach
its NGN strategy
goals.

Korea 78% 89% 28% Govemment loan Obligation on KT
and investment; to set broadband
incentive network in
for private remote areas.
investment.

Obligation on KT
to offer optic fibre
access with price
control imposed.

*FTTH/B
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Europe
National strategies

In a June 2007 speech in Brussels. Viviane Reding
(European Commissioner for Information Society
and Media) stated that there was growing evidence
that broadband boosts economic growth. and the
more the business community uses it. the more
productivity gains will be made. Through its 2005
European strategy and. more recently. its strategic
policy framework laying out broad policy guidelines
for Information Society and Media in the years up to
2010. the EC actively encourages governments to
set up national broadband strategies.

Importantly. both strategies stress the role of the
market in broadband deployment, where the public
sector's role should be limited to ensuring the
market functions efficiently. addressing both the
supply and the demand side to stimulate a 'virtuous
circle whereby development of beller content and
services depends on infrastructure deployment, and
vice versa'.

In particular, the EC recognises that governments
can play an important role in encouraging
broadband deployment through policies that
stimulate demand. These policies may consist of
financial incentives, of improving government usage
through e-government, e-health and e-Iearning
activities, and the development of innovative public
services. On the supply side, most strategies
pay particular attention to the need for increased
coverage in areas where market forces do not
deliver the necessary investment.

In a recent report from the UK's Broadband
Stakeholder's Group (BSG), one of the policy
challenges is how to prepare the UK so that it is
in a position to take advantage of the possibilities
associated with next-generation broadband. The
government should pay close attention to the
evolution of the market and prospects for next-
generation broadband deployment, and be prepared
to take proactive steps if necessary. One of the
policy recommendations it makes is 'for the UK
government to establish a target to ensure that
by 2012 the UK remains in the upper quartile of
OECD nations in terms of the range of broadband
delivered services to which its people have ready
access and the proportion of the population served
by broadband',

Such steps include monitoring international

developments and benchmarking progress, to
avoid premature interventions that could distort
the market, facilitating investment. where possible,
and to contribute to the evolution of the universal
service.

Greece and the Broadband Action Plan

Currently in Greece, only 19% of its citizens are
able to subscribe to broadband in relation to almost
90% of Europe as a whole, The EC is particularly
concerned that Greece holds this bollom position
among the enlarged 27 member states, despite
government initiatives such as 'Year of Broadband'.
However, with Greece's Broadband Action Plan
2008 there is a target to reach 90% of the population
by 2008, backed up with €210 million of public
funding, 50% of which is coming from the European
Community to fund local access infrastructure and
for demand stimulation.

Such demand stimulation could come in the
health care sector where, according to recent
statistics, only one-half of Greek doctors are on
the Internet. However, across Europe, plans are
under way for initiatives such as clinical e-health,
especially in remote areas where broadband has the
potential to deliver the best standards of care to the
remotest locations

Role of the public sector in facilitating investment
On a Europe-wide basis, the European Competitive
Telecommunications Association (ECTA). and
further institutions such as the European Regulators
Group (ERG), are attempting to co-ordinate the
policies of national regulatory authorities (NRAs).

The importance of such co-ordination was stressed
recently with a report that showed investments in
telecommunications in the EU15 could have been
€16 billion higher if the regulatory environment was
more consistently favourable to competition.
Here we look at whether the role of public
intervention should be to build networks using public
money (for example, state aid), or if intervention
should be restricted to 'enabling factors' such as
open access requirements to avoid duplication
of investment and a lever effect on private
investments.

State aid

In Europe, the EC states that it is of fundamental
importance that competitors operate on an equal
basis. Faced with free trade between member states
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and the opening of public services to competition,
national authorities sometimes want to use public
resources to promote certain economic activities.
The granting of such resources is known as state
aid. Generally speaking, the EC prohibits state aid
because of the potential to distort free competition;
however, it can make an exception for reasons of
general economic development.

State aid in telecommunications is easier to justify
because of the public service nature of telecoms.
The EC recognises that firms face difficult
situations following liberalisation, and so to ensure
uninterrupted provision of service can compensate
for the costs incurred.

Given the critical importance of broadband for
economic development and the creation of a
knowledge and information-based society, public
authorities are increasingly becoming involved in
the rollout and facilitation of this process. Critically,
if public authorities decide to invest in broadband
infrastructure with private investors under equal
conditions and on market terms, then this would not
be regarded as state aid.

To improve decision-making, the EC has produced
guidance around circumstances where public
investment would be considered compatible with
state aid rules. However, the EC stresses that each

Figure 2 ECguidance on state aid
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case will still be considered on its own merit. In
addition to the guidance given by the EC, in the UK,
the DTI and Ofcom published a Best Practice Guide
in February 2007. Figure 2 summaries the guidance
issued by the EC.

Increasingly, state aid is being diverted from basic
broadband infrastructure to 'next-generation'
broadband networks capable of delivering
applications over fibre networks. In a typical
infrastructure project, the public authority supports
the creation of infrastructure (typically ducts, masts,
collocation sites and dark fibre) and then makes
this available to all operators on non-discriminatory
terms. The infrastructure would be owned by the
state, but its management tendered out to an
independent company that does not offer a retail
product, but only access to the infrastructure or at a
wholesale level.

Separation

One of the greatest challenges worldwide is that
of how to encourage the necessary investment
in NGNs in the face of high costs, unproven
business models, regulatory uncertainty and intense
competition for revenues. All of these factors make
it difficult for market participants to justify the large-
scale investments needed. One such way to ensure
investment may be to separate the core and access

Area Definition Likelihood of state aid

White Defined as rural and scarcely Generally deemed compatible
populated area zones, where no if proportionality conditions are
broadband services or only expensive respected
leased line or satellite services could
be offered

Grey Areas where basic broadband services More detailed assessment by the EC
are already provided required

Black Characterised by the availability of State intervention doubtful as
different broadband services over at there is high risk that intervention
least two competing infrastructures might crowd out existing and future

investments by market players

Source: EC
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networks, similar to the experience in the UK of 8T
and Openreach.

Recent developments in New Zealand suggest that
the functional separation in the UK is not adequate
to ensure this investment. Instead, Telecom New
Zealand suggests that to justify the $1 billion
investment gap necessary to meet the government's
digital strategy objectives, there needs to be a
fresh approach to regulation that gives certainty of
reasonable prices.

However, in the UK, where the acceleration of
broadband is accompanied by increasing speeds
and falling prices, a key driver of which has been
the success of local loop unbundling (LLU), which
in turn has been accelerated by the operational
separation of 8T and the formation of Openreach.
Whether separation is likely to be a remedy to
market failure will become clearer in October 2007
when the EC reports its plans to revise the current
framework.

Regulatory holidays

In the face of demand uncertainty and the
significant investment necessary to deploy an
NGN, the possibility of preventing competitors
from gaining access to the network might seem
appealing. However, under the existing regulatory
legislation, regulation should exist in new markets
where otherwise sustainable competition would be
undermined in the long term. The EC argues that

Germany

new VDSL network infrastructure does not constitute
a true new market. Instead, the EC underlines
that there should be a prerequisite for regulatory
abstinence for 'innovative products', and that
investment protection will not guarantee innovation.
However, in Germany, Deutsche Telekom (DT) has
effectively been shielded from competition after
the German government passed a law preventing
competitors from gaining access to the VDSL
network that the incumbent is rolling out across the
country. The EC strongly believes that this action
amounts to an illegal 'regulatory holiday', and is
taking the German government to the European
Court of Justice.

Duct sharing

One of the greatest barriers to deploying next-
generation access networks is the cost associated
with the public works - for example, laying the fibre
cables in the street. One of the most sensible ways
that governments can become involved in promoting
next-generation infrastructure is by facilitating
access to incumbents' ducts for the purpose of
upgrading the infrastructure.

However, there are a number of practical issues
to consider with the sharing of ducts. For instance,
if the incumbent's ducts may not be available
everywhere, so operators may not be able to
rely exclusively on this offer to roll out their fibre
networks. Also, in low-density areas it might not be
economically feasible for more than one competitor

On 4 April, the Bundesnetzagentur (Bnetza), the German NRA, became the first authority to
re-analyse market 11 - the market for wholesale unbundled access to metallic loops and sub-
loops for the purpose of providing broadband and voice services. As a result of this, DT must
allow competitors access to its ducts and permit them to lay their own fibre running from the
exchange to the street cabinet. Where this is not feasible, rivals should be granted access to
Drs own VDSL network.

Bnetza states that the reason for this second analysis is that the current definitions of markets
11 and 12 (wholesale broadband access) do not adequately take into account the changing
network structures now that NGNs are being deployed. With this latest proposal from the
regulator, DT would essentially be subjected to infrastructure-based rather than service-based

competition.

The viability of duct sharing in Germany will very much depend on the quality of the ducts.
While the UK's infrastructure is in a particularly poor state, and is essentially why it is not
considered the best way to achieve competition, end-to-end infrastructure competition is
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to roll out several fibre networks in parallel.
In the last couple of months the NRAs of both
Germany and France have started to address this
issue, both keen to act as facilitators in this sense.

Universal service

There is currently a debate, which the EC will
consult on next year, over whether to include high-
speed broadband as part of a Universal Service
Obligation (USa). At the moment, only functional
Internet access is included in the current usa
directive. With this requirement comes the challenge
of funding such a proposal since it is unlikely that
current funding mechanisms would cover such a
deployment.

The digital divide

In addition to the policies on next-generation
broadband, policies also exist to prevent a situation
of digital divide whereby urban areas develop more
quickly than rural ones because operators do not
find it economically viable to provide for these areas.
In such instances, state aid is very likely to be
awarded because such regions would be classed as
either 'white' or 'grey' areas.

Recently, the EC has publicly stated that it should
encourage countries who are attempting to bridge
the broadband gap, not to 'catch up' with current

ranee
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technologies (such as DSL), but to leapfrog ahead
to very fast broadband.
Below are some examples of where local
municipalities have deployed next-generation
broadband networks.

Project 1: Lower Austria gets higher-
speed Internet

Three small municipalities have co-operated to
build a low-cost 'fibre-to-the-home' (FTIH) network,
and claim it is the smallest municipality-led initiative
of its kind in Europe. Local leaders of three rural
municipalities in north-east Austria, near the Czech
border, were faced with high unemployment and a
need to restructure industry.

However, without adequate broadband connections
(only dial-up was available), the chance of turning
this situation around was limited. The mayors
realised the importance of ICT infrastructure in
helping families remain in the area and attracting
new businesses.

Bearing in mind this is a small community with about
1,500 households and 150 small and medium-sized
enterprises (SMEs), the project - part of the regional
development strategy - has taken advantage of
some work on the sewage system in 2006 to install
ducts for a fibre network capable of delivering
broadband to individual properties. (over)

In a recently announced consultation, ARCEP stated it wished to contribute to the emergence of
a framework that is favourable to the development of very high-speed broadband. To begin this
process, a 'very high-speed' project leader has been appointed.

To pursue its objective of high-speed broadband, ARCEP believes it needs to facilitate opening
up the ducts of the incumbent, and sharing the terminal part of the network. This will largely
take place through the Comite des Reseaux d'Initiative Publique (CRIP), which is a forum for
discussion and exchange between ARCEP, local governments and operators, and is currently
focused on how local governments might intervene to encourage high-speed broadband
deployment by laying additional ducts during roadwork operations and then leasing them to
operators. In addition, ARCEP has committed to initiating a public consultation this summer on
how to utilise France Telecom's only partially occupied infrastructure.

Another development is some form of sharing of the terminal part of the network to avoid both
a de facto geographic monopoly whereby the first operator to reach a building will be the only
one to do so, and having too many different operators lay infrastructure in the building and
cause undue disruption. To initiate proceedings here, ARCEP has asked the operators who have
deployed high-speed broadband to submit to them technical and pricing offers to the terminal
part of the network in order to enable competitors to share this infrastructure already in place.
It is expected that such an offer will be available in Ql 2008.
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Civil engineering work has cost as little as
€850,000. In this case, the municipalities have set
up the passive infrastructure as far as the property
boundary. Households then take care of the last few
metres on their own property.

By working together, the three municipalities were
able to share information and gain scale economies.
Other municipalities are thinking about joining, and
this would help to achieve valuable critical mass of
demand (for example, for TV over the Internet or
IPTV).

The project faced some initial teething problems
- resistance from the incumbent, lack of a high-
speed backbone infrastructure, and finding Internet
service providers (ISPs) willing to provide services
- but these have been overcome. The network uses
point-to-point active Ethernet, providing 100MbiVs,
and designed to offer up to 1Gbit/s.

The municipalities operate the passive network,
while an ISP operates the active infrastructure. The
network is open, in a non-discriminating fashion, to
all service providers who are interested in using it.
However, some challenges remain, including the
bottleneck, due to lack of a fast 'backbone' to the
Internet.

Project 2: rural community in Denmark
delivers FTTP

A small rural community in southern Denmark
realised a seven-year vision to provide a better
quality (FTIP) connection for all households,
enterprises and institutions through a public-private
partnership with the local energy company.
An assessment in 2000 revealed a big gap in the
telecommunications capacity in southern Jutland
and led to a shared vision by the four municipalities
for fibre-to-the-premises (FTIP) for all. Fibre-optic
cable wired to homes and/or businesses means
faster, better quality Internet service delivered down
the all-important 'last mile' connection to people's
properties.

According to a detailed study commissioned by the
Danish in 2002, an FTIP network would be the only
solution capable of delivering the desired 'triple play'
of high-speed Internet, television (video on demand
or regular broadcasts) and telephone services.
Armed with this knowledge, work commenced
in 2004 to create a fibre ring between the
municipalities based on a public-private partnership
with Syd Energi (electricity distributor).

Initial public investment was about €1.4 million.
Compared to Danish averages, the region has
high unemployment, low income, low levels of
qualification and no higher education institution. To
overcome these disadvantages, and to improve the
attractiveness of the area for citizens - enabling
them to remain and work in rural areas and
attracting and retaining enterprises in the region -
the partnership has set a target to connect everyone
by the end of 2007, with the work now being carried
out and financed wholly by the private partner.

Three more municipalities have recently joined the
partnership, and Syd Energi is working with other
groups of municipalities on similar projects. Spin-off
benefits include the establishment of the Innovation
House (small business incubator) at Roedding and
the setting up of a number of IT houses to provide
much-needed ICT training for local people.
The public-private partnership with Syd Energi
requires the network to be open and competitive,
so that citizens get to choose between different
services from a number of service providers. As a
'first mover', the project has benefited from close
co-operation with experts at Aalborg University and
the Institute of Business and Technology in Herning
on technical matters and business models.

The project has reduced costs by exploiting other
civil engineering work and putting down empty
ducts at the same time, and thus saving money
by only digging once at each place. From both a
technological and an economic point of view, early
construction of a fibre network is considered a
betler business case in a rural area compared to a
wireless network.

Project 3: high-speed broadband to
reinvigorate the regional economy of
Limousin, France

The Dorsal project has managed to secure
unprecedented consensus among all regional
and local authorities and the private sector for a
high-speed broadband network to reinvigorate the
regional economy of Limousin, France.
Private operators were unwilling to install
infrastructure in areas where profitability is not
assured. To tackle this challenge, Limousin's
regional council took advantage of a law allowing
public bodies of a different nature to manage certain
activities of common interest together. This led to
the creation of Dorsal, a partnership of all the main
local authorities.
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In 2005, a 20-year contract was signed wilh a
private company to install and operate a high-
speed telecoms network. The Dorsal project was
accredited as a Service of General Economic
Interest (SIEG), an EU condition allowing state aid
in situations where there is a lack of interest from
the private operators and the service provided (high-
speed communication) is considered a vital engine
for economic and social development.
The total cost of the contract is estimated to be €85
million, and is divided between private financing
(55%) and public financing (45%). The European
Regional Development Fund is contributing €13.21
million of the initial build costs of €68.39 million.
Moreover, the Caisse des Depots et Consignations
has taken a 30% stake in the private company as
an additional guarantee that the public utility's future
will be assured.

In Dorsal, it was believed a high-speed broadband
network was needed to:

stimulate the regional economy

promote regional competitiveness

increase the region's attractiveness

facilitate the emergence of innovative, ICT-

related projects

retain people and public services in the territory

attract new inhabitants.

Project 4: co-operation between municipality, local
energy company and villagers 10 deliver fibre in
Sweden

A municipality, the locally owned energy company
and villagers are working together to provide fibre-
based broadband to remote locations through an
innovative business model.
Skelleftea is a sparsely populated Swedish
municipality. More than half its population lives
outside the city in small villages, and 10 reach these
remoter communities an infrastructure had to be
provided in a cost-efficient way. An 'own' business
model was developed, based on two main pillars:
re-selling products provided by external service
operators under an own brand; and a 'village power
model', which gets villagers actively involved in
building the network.

In this way, the same opportunities for living or
running a business could be provided in the villages

f iRure 3 how the broadband ub criben' by different technology over 2005-2007.
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as in the city. At the same time, the municipality was
able to realise its concept of the 24/7 public authority
that never closes. The broadband infrastructure is
based mainly on fibre, complemented by radio and
copper-based technologies in some limited areas. In
collaboration with the university, a project is initiated
in order to investigate how different technologies
could work together to provide broadband to
sparsely populated areas in a cost-efficient way.

The municipality commissioned the local public
energy company, Skelleftea Kraft, to provide the
ICT infrastructure. Although Skelleftea Kraft takes
a longer-term investment perspective, which puts
the benefit of the community before commercial
returns, it must still survive on its own merits and be
profitable. Investment has reached €50 million, of
which roughly €5 million is from subsidies, including
some EU funds. The financing of the investment is
made possible through close co-operation with the
villages and the sharing of service revenues with the
service providers.

Positive spin-offs from the project are the valuable
collaboration between local companies, as well as
with the local university, and the project has united
the community, especially through the village power
model, which has everyone working together.

Asia
Japan

In the Japanese broadband market, there has been
rapid growth in DSL and a swift shift to FITP (FITH
and FITS). DSL and FITP have experienced a
high take-up in the last five years. At the beginning
of 2005, FTIP exceeded cable modem access
and DSL has reached a period of maturity. As of
01 2007, total broadband subscribers are 26.4
million, with a 13% increase year-on-year. In the
meantime, FTIH/B customers reached 8.8 million,
with a growth of 11% quarter-on-quarter - 5 million
for FTIH and 3.8 million for FITB. During the first
quarter of 2007, DSL lost 222,668 users, whereas
FITH/S won 863,499 new subscribers. It is
estimated that FTIP customers will reach 19 million
by March 2009. Currently, NIT East and West hold
around 70% of the total FTIH/B market.
Figure 3 shows the broadband subscribers by
different technology over 2005-2007.

Government policy and strategy

In 2005, the Japanese government set its next-
generation broadband strategy. The strategy's
goal is to eliminate 'zero broadband' towns and

Figure 4 Configuration of NTT fibre optic unbundling
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villages by 2008 and increase coverage ratio for
ultra high-speed broadband to over 90% by 2010.
In the meantime, the government announced U-
Japan, which refers to a ubiquitous network society
in which a 'whenever, wherever, whatever and
whoever' network can be used in the future. Japan's
NRA, MIC, released 'the promotion program 2006',
and decided to update it every year, managing
the progress of U-Japan in its goal to realise an
ubiquitous network society by 2010.
Two main aspects of Japanese broadband policy,
investment and competition, have had a deep
impact on broadband development. In investment,
the government and operators continuously invest in
FTIH for affordable and accessible IP networks. To
reach these goals, the Japanese government plans
to provide the financial support, such as tax, funding
and loans. Furthermore, the MIC is investigating
ways to introduce provisional measures/laws for
telecommunication infrastructure improvement.
as well as other support measures to promote co-
operation between operators, the government and
residents.

The Japanese government is proposing to set
up a new law covering TV and the Internet.

Broadband survey

The current rules separate telecommunications
and broadcasting, which has hindered IPTV
development. Therefore, the Japanese government
has called for the setting of rules that encourage
new entrants and promote competition. It expects
the new law to be in effect by 2011.

Regulation

In the meantime, the government maintains an
open competition policy and encourages private
investment incentives. To regulate the open access,
the MIC introduced unbundling rules for the existing
copper local loop network in 2000. Since then, the
Japanese ADSL market has experienced strong
development and intensified competition.
Consequently, as early as 2001, MIC released rules
obligating NTI to open its optical fibre network to
competitors. In practice, the broadband service
providers own their own fibre backbone or lease it
on an Indefeasible Right of User (IRU) basis. IRU
is the long-term, stable right of use for line facilities,
provided for in an agreement that cannot be
terminated unless all the parties agree.

LLU charges for fibre optic are calculated based on

Figure 5 ·hows the broadband subscrihers by c/(lfercnl lechnology in Korea.

Figure5 Broadband subscribers by technology

Subsaibern
(000)

16,000

14,000

12,000

10,000

8,000

6,000

4,000

2,000

o

2.0 _

1.5

1.0

0.5

0.0
01 02 03

...,..
2005

04 01 02 03
.....

2006

04 01
J .•........•••..

2007

xDSL HFC (cable) A¢ l.AN+ FTTH

--+-- FIT H '" of broadband

SOIJf'Oe: Owm

www.iicom.org Dec 2007 Volume 35 Number 5 27

http://www.iicom.org


Broadband survey

a forward-looking actual cost model. According to
this model, the current LLU charges were based on
average costs during the period 2001-2007. These
charges were approved by the MIC in August 2001,
and were set at ¥5,074 per month, per subscriber
line.

Figure 4 shows the configuration of NIT EastlWest
subscribers' optical fibre and interoffice optical fibre
for the provision to altnets.

By opening up its optical fibre network, NIT has
brought increased competition between operators,
so operators introducing a low-priced double-play
FITH service has created significant demand
for FITH services. In 2004, K-OPTI released a
broadband and voice FITH service with 100Mbitls
at ¥5,200 (€31.41)/month, which was less than
the ¥5,547 (€33.5)/month for the combined Yahoo!
BB ADSL and NIT West voice services. Other
operators have followed a similar price strategy,
which has triggered the installation of FITH. One
clear feature of the current broadband market is
the competition over bundled services of FITH
technology.

MIC began a trial of overhead fibre, as the regulator
believed it would encourage alternative operators
to deploy their own fibre and therefore increase
infrastructure competition further. According to MIC's
timetable, the two stages of trial are completed. MIC
stated before that if these trials were successful,
it would consider removing the unbundling
requirement on NIT. Nevertheless, no measures
have been published yet.

Figure 6. hail's the regulated price %pticfihre access.

Korea

Korea has had the highest level of household
broadband penetration in the world, with around
90% penetration rate. Since 2005, the Korean
broadband market has had a high take-up. DSL is
currently the dominant broadband technology with
well above 50% market share, and cable modem
has around 30% share in the broadband market.
KT, Dacom and Hanaro are major operators in the
Korean broadband market.

FITx+LAN (Apt LAN) take-up started to take off
after Q1 2006. The FITH commercial service was
launched in the Korean market in Q3 2006 with
51,192 subscribers, according to MIC's statistics. By
Q1 2007, the number of FTTH customers reached
263,358.

Figure 5 on the previous page shows the broadband
subscribers by different technology.

All the major players, such as KT, HTI and
Powercomm, have focused on the implementation
of Apt LAN, which is deployed mainly in buildings
with 100Mbitls for both upload and download.
The significant issue for taking up FTTH is the
commerciallPTV service offered in 2007. Some
players, such as the incumbent KT, which was
previously cautious about investing in FITH, have
now become proactive about FTTH.

In February 2007, KT launched a '100% FITH'
service, and plans to invest W402.4 billion (€320
million) in taking up FTIH services and improving

Figure 6 Price control on fibre optic access in Korea

Fibre optic cable
Monthly fee, W (e)

Lead-in cable 145,053 (116)

Local loop without lead-in interval 70,592 (56.6)

Source: MIG
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the quality of existing networks. According to Ovum
forecasts, IPTV subscriber numbers will reach
412,000 in 2010 with an almost 600% increase,
which will strongly encourage FTIH deployment and
private investment.

Government policy and strategy

Along with giving the operators an incentive for
private investment, the Korean government has
supported and given a push to NGN development.
As early as March 1995, the Korean government
set a significant plan for 'Korea Information
Infrastructure (Kill' to build the national broadband
networks, with the three sectors of KII-Government,
KII-Public and KII-Testbed (advanced research
network). For the first four years after offering the
commercial broadband Internet service, Internet
network investment was about W11 trillion (€9
billion).

Broadband development in rural areas is a key
part of Korea's broadband development strategy,
therefore the Korean government imposed an
obligation on incumbent KT to build a 1MbiVs-level
broadband Internet network in remote and low
demand areas such as agricultural and fishery
villages

In 2000, the government extended loans of about
W100 billion (€80 million) to increase the incentives
of network service providers to build broadband
networks in rural areas. With the government's
support, KT has installed a remote service system
(RSS) with DSLAM in eight small counties in rural
areas in order to test and analyse service demands
and technical feasibility.

Regulation

Apart from the public policy support, as a strictly
regulated country the regulator MIC is trying to
create a fair competitive environment for broadband
development.

According to Article 33-5 of the Telecommunication
Act, KT has to provide optical fibre to the altnets.
MIC determines the conditions, procedures and
methods for the supply of facilities under the
Guideline of Facility provision.

MIC has imposed price control on optic fibre access,
which is cost based by LRIC methodology.
Figure 6 shows the regulated price of optic fibre
access.
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Broadband survey

The Korea Broadcasting Committee (KBC) and
MIC have not reached an agreement over IPTV
licensing and deregulation policy, and the Act for
broadcasting and telecommunication convergence
is pending. Therefore, IPTV is still banned for telcos,
although KT has planned development strategies
to offer triple-play services in 2007. Due to the
MIC's announced deregulation of bundled services,
IPTV is expected to be provided by the major fixed
operators during 2007.

Ovum disclaimer. Ovum does not endorse
companies or their products. Ovum operates under
an Independence Charter. For full details please see
www.ovum.com/abouVcharter.asp Whilst every care
is taken to ensure the accuracy of the information
contained in this material, the facts, estimates
and opinions stated are based on information
and sources which, while we believe them to be
reliable. are not guaranteed. In particular, it should
not be relied upon as the sole source of reference
in relation to the subject matter. No liability can be
accepted by Ovum Europe Limited, its directors or
employees for any loss occasioned to any person or
entity acting or failing to act as a result of anything
contained in or omitted from the content of this
material, or our conclusions as stated. The findings
are Ovum's current opinions; they are subject to
change without notice. Ovum has no obligation to
update or amend the research or to let anyone know
if our opinions change materially.
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