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1. Introduction
The purpose of this paper is to outline the current situation of broadband adoption or take-

up in Treland by end-users and to stimulate discussion about possible initiatives targeted at
increasing broadband take-up. A range of possible éctions is outlined in Section 6. The
paper outlines the following:

. current take-up of broadband services in the Irish market;

« the range of broadband services available;

. the main uses of broadband;

. factors that affect the take-up of broadband services; and,

« possible demand-side actions/initiatives

Underpinning this paper is the rationale that the level of infrastructure in a country affects
its competitiveness and economic performance. Inadequate provision and utilisation of
broadband infrastructure can impact negatively on Ireland’s productivity and can result in
unnecessary higher costs. This not only affects the performance of existing Irish based
firms, but also affects the attractiveness of Ireland as an investment location and the
general quality of life. The focus of this paper is on demand-side issues. However, it is
recognised that supply-side factors (infrastructure, competition, regulation) have significant
impacts on broadband take-up. Competitive broadband markets, with a choice of suppliers

and broadband services for consumers, are prone to faster growth.!

1 Connecting Europe at High Speed: National Broadband Strategies, European Commission, 2004
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2. Current Take-Up of Broadband/Internet
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By end-June 2005, there were over 175,000 broadband subscribers in Ireland.? This
represented growth of over 170% over a 12-month period. It was equivalent to 4.5
broadband subscribers for every 100 inhabitants, or over 1 in 10 households with a
broadband connection.? It is estimated that the number of broadband subscribers had

exceeded 220,000 by mid-November 2005, equivalent to a penetration rate of 5.6%."

Nonetheless, the take-up of broadband was low in comparison with other European
countries. The EU-15 and EU-25 penetration rates were 10% and 9% respectively at end-

2004.
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2 Quarterly Reports, Comreg & ODTR, 2003-2005
3 This slightly overstated household take-up as some subscribers were business Users and not residential users

4 Estimated on the basis of Comreg data and Eircom half-year financlal results to 30 September 2005,
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Take-Up in SME Sector
It is not possible fo disaggregate Comreg’s quarterly broadband subscriber data by

residential and business user. However, according to a 2003 CSO report’, 95% of all
enterprises use computers and approximately 85% of all enterprises use email and the
internet.? By late 2004, almost 90% of SMEs had internet access.” 28% of SMEs accessed
the internet by DSL by end-2004, a significant increase from 10% a year earlier. Dial-up,
ISDN and leased lines still accounted for approximately 22%, 35% and 8% respectively of
the SME internet market by end-2004.% Overall, the take-up of broadband by enterprises,
including SMEs, is low in comparison with EU average levels of over 50%.° However, widely
available and affordable broadband is particularly important for Irish enterprises because

they buy and sell over the internet to a higher degree than the EU average.”

Overview of Current Market Position

It is generally accepted by Irish telecoms industry representatives and observers that

Treland has a relatively low number of broadband subscribers because the full-scale launch

of broadband services in Ireland took place 18-24 months after its launch in other countries.

This resulted in a ‘take-up time lag’ of about 2 years between Ireland and other broadband

markets. This ‘take-up time lag’ was due to:

« The cable TV networks did not emerge as significant infrastructure-based competition
(vis-a-vis the DSL telephone piatform) in Ireland, largely due to financial difficulfies.

« The deterioration in the share values of telecoms companies curtailed the scope for
additional investment in Ireland that was required to upgrade networks and launch

broadband services.

Average EU broadband penetration was less than 2 broadband subscribers per 100'
inhabitants by end-2001, compared to 12 subscribers by end-June 2005 (see graph on

following page). By comparison, Treland’s broadband penetration exceeded 2% in the 3"

quarter of 2004.

When compared with the average broadband take-up trend over time in other countries

(see graph ‘Growth Path’ on following page), the Irish market is performing robustly with

5 Information Society Statistics — Ireland 2003, CSO

§ aBusiness Strategy, DETE, 2004

7 SME Telecommunications Survey 2004, Comreg 05/05, January 2005

8 GME Telecommunications Survey 2004, Comreg 05/05, January 2005

% Internet Usage by Individuals and Enterprises 2004, Eurostat 18/2005, 2005
19 Internet Usage by Individuals and Enterprises 2004, Eurostat 18/2005, 2005
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Treland’s broadband growth trend appearing to be ahead of the growth trends that have

|| Ireland & EU Broadiand Take-Up Trends 2002-2005 |
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occurred earlier in other countries.!t The essentlal difference is that the Irish market is
performing well, albeit with a time lag to other European markets. However, in light of a
marginally weaker growth rate in the first half of 2005, a key issue is whether broadband

subscriber growth will be sustained sufficiently to enable Ireland to close the gap with other

countries.
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1 popward-Looking Review of the Irish Telecoms Sector, Comreg 05/30; 2005



Current Range of Products
Competition in the broadband market is increasing with ne

being launched by different ISP across telephone,
to information provided by industry,
s offering over 180 different broadband services."

networks. According

broadband service provider

A standard broadband product, Eirco
for a download speed of 1 Mbps (and 128
with various promotional price discounts. The m
month and there is a once-off connection fee. On this ba
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broadband is €780.03.

A selection of othe
based on standard pricing and does not include some

offers). Overall, the equivalent 12-month cost of a broadband service is in the range of

€420-€780 across DSL, cable TV, fix

w competitively priced services
cable TV, fixed wireless, and satellite
there are over 35 different

m’s Home Starter DSL service costs €39.99 per month

Kbps upload speed). Lower prices are available

r residential broadband services is given in the table below (
‘free months’ or ‘time-rationed’

ed wireless access, and satellite services.”

I ESS

odem is free, but line rental is €24.18 per
sis, the 12-month equivalent cost of

n.b. table is

DSL DeL DSL Cable FWA FWA Satellin
i £39.93 €40.00 £35.00 £25.00 £35.99 £39,99 £44.99
Free Frea Fres Fres Free Fr=2 Free
) o €999 £50.00 Fren2 Fres Free £93.00 €179.99
Lire Rental | Lise Rental Mo Lire TV s=pnvice o o -
2418 | Incuded | Rental €19.50 . ¥
= TO0Mbs | LOMbos | 20Mbps | 10Mbps | 10Mops | 0512 Mbps | 0.512 Mbps
= 0,128 Moes | 0.128 Mbps | 0.128 Mops 0,1 Mbps 1.0Mbps | 0,128 Mbps | 0.350 Mbps
atic 48:1 48:1 481 17:1 48:1 40:1 45:1
i Contrackie | Gmonths | 6 mondfs D rorte | 12 months | 12months | 12 months | 12 months
RS 'z LT 7
otal 12-Mo of
Total 12:b ﬁ 003 | €53000 | €42000 | €s3a00 | ea3188 | 7883 | E71957

According to Comreg broadband pricing information, Ir

an ADSL basket ranks Ireland in 10"
average.'* (However, it should be noted that Ireland’s minimum broa

* Table i5 besed on standard senvices for thefi

12 pCMNR broadband consumer information website www.broadband.gov.ie

13 Tnfpromation from

14 (arterly Key Data Report June

www.broadband,gov.ie and company websites.

2005, Comreg 05/43, 2005

rst 12 monthes of senvice and does no nciute termporany promotional frlces.

eland’s minimum monthly rental for

place out of the EU-15, three places above the EU
dband service is based
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on a 1 Mbps downloading service, whereas some of the lower priced countries are based on

downloading broadband services in the range of 0.256 Mbps — 0.512 Mbps.

Lowest Monthly Rental for DSL Basket (inc VAT), May 2005
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(Source: Comred)
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3. Broadband Demand & Take-Up Factors
Generally speaking, there is widespread confidence amongst the service providers in the

long-term willingness of Irish consumers to purchase and use new technology, despite
current broadband growth rates. This is evidenced in the Irish consumer’s high level of use
of mobile phones, SMS-messaging, digital gaming, 3G services, and satellite television. 1t
was described simply as ‘Irish consumers will pay for something if they believe it's worth it’.
A caution was aired, however, that Irish consumers do not buy technology per se; a5 such,

broadband should be marketed and promoted as a consumer product and not as a

technology product.

A recent Comreg report indicated that 30% of households with dial-up/ISDN narrowband
access, or approximately 100,000 households, had considered migrating to broadband.'® Of
the remaining 70% of narrowband users, 32% stated that they would not use the internet
enough, 27% stated that broadband was not available in their area, 21% stated that their

current internet package was sufficient, and 15% said that broadband was too expensive.

There are four key demand factors that determine the take-up of broadband services in any
market. These are:

« price of the service;

. quality of the service from the customer’s perspective;

« the potential size of the market; and,

« the stage of the development of the market .

Price
Tt has been suggested that the price of broadband is not a significant factor determining the

level of customer take-up of broadband. However, tests on the correlation between
broadband penetration and prices confirm that prices are significant determinants of
broadband take-up in the 0.5 - 2 Mbps range of services.'® As referred previously, a Comregd
survey indicated that 15% of respondents who would not get broadband access at home do
so because it is too expensive.”” The same sample indicated that 32% ‘would not use the
internet enough’ and 21% have sufficient internet access, as reasons for not getting

broadband at home. This would suggest that a significant proportion of respondents had no

:: Trend Survey Series — Wave3, 2005, Comreg 05/86b, 2005
Connecting Europe at High Speed: National Broadband Strategies, European Commission, 2004
17 Trend Survey Series — Wave3, 2005, Comreg 05/86h, 2005


























































