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BacKgroundiamiE T E R

OnJanuary 31% 2006, the Minister for Communications, Marine & Natural |
Resources issued a discussion paper on btoadband demand in Ireland, This paper
was not to suggest that the supply Issue had been resolved, rather it was an
opportunity to look at what could be done to encourage migration to broadband
<ervices in areas where an adequate broadband supply had been made available.

Over & hundred responses were received. Approximately twenty responses from
industry and key stakeholders and the balance coming from citizens replying in a

personal capacity.

While the responses focused primarily on the supply issue, 3 number of
submissions dealt in great depth with the demand issue and put forward new
thinking on how such challenges could be addressed.

The following report is not prescriptive with regard to the viability, sustainability
or political sell-ability of suggestions, but rather should be viewed as the results
of a wide scale brainstorming session. Whila the idea’s themseives may not be
feasible, the idea could germinate other avenues of thought. For that reason itis
recommended that this paper be seen as a facilitator and not as a series of action

P&int;.

Finally, it should be pointed out at this juncture that the comments that follow are
Aot based on fact, but are comments by vested interest groups, be they the
incumbent, competing service providers, the regulator, regional authorities,
pressure groups, citizens who cannot get a service and citizens who are deeply
dissatisfied with the level of service they have received.

Each respondent has their own agenda and opinion. Thus It is only fair to say that
this report reflects the opinions received and opinions are not absolute. That Joe

Public perceives a lack of willingness to intervene, does not mean that there isa |
lack of willingness to intervene.




1. Executive Summary:

wgtimulating demand is not a concern at this time”

The submissions received do net consider a lack of demand to be a factor in the
current broadband take up figures, while there are a number of area's where
dermand could be stimulated, indeed many of the responses were Very favourable
to the suggestions contained in the briefing report, almost every respondent
universally put the problems with the broadband market at the door of the
telecoms service provider. The exceptions to this were Eircom and to & lesser
extent Forfas.

The respondents feel that the level of supply is still the single key factor that is
holding back broadband take up levels In the country. The respondents squarely
lay the blame at firstly the incumbent for their attitude towards the market place,
secondly at the Government/Requlator for a perceived lack of willingness to force
Eircom to roll out services and finally at all Internet Service Providers (ISPs) for a
very poor customer service experience.

The paper proposes to separate the comments received into those which deal
with supply and those which deal with demand/content. while there is an obvious
symbiosis between the two areas and neither exists in isolation, it is useful to
deal with the two In different sections.




2. Supply and Infrastructure

2.1 Telecommunications Delivery System

There are a number of key factual points to be made at the outset and which may
help clarify what the current situation actually is, and shed some light on what
will be the issues going forward.

A February 2006 report by Amarach Consulting for ComReg’ identified a number
of key changes in the structure of the telecommunications delivery gystem In

Ireland.

. 83% of residents had an active land line in Q4 2003.

. 7% of residents have an active 'and line by Q4 2005 (a drop of 16%).
« The figure is down to £0% for 25-44 year olds

« Only 31% of those in rented accommodation had a fixed line phone

The change In the line ownership over a two year period is staggering and has
obvious knock on consequences for broadband take up figures. It is prudent to
bear in mind that this drop, while undoubtedly including 2 number of people who
have handed their land line back, is as much to do with new housing coming on
stream and the owners not adopting the land line model.

In a society where rental accommuodation is becoming mare commonplace, our
traditional perceptions about how people get thelr services, if indeed they get
them at all, may need to evolve. There Is a question mark as to If the 33%
without a landline will take the hit to get D5L. As one respondent put It people
may want to pay for broadband, but they do not want to pay for line rental to get

it.

This also means that the true cost of getting broadband for a third of the
population Is considerably higher than that espoused by the incumbent. For while
the cost of a broadband service itself is relatively competitive when benchmarked
against our European peers, the cost of land line rental is the highest in Europe
and makes the overall package very expensive for a third of our population.

Broadband is sold as a package/idea to those that have a land line, not to those
who don‘t have one. It is akin to saying a pint of Guinness in a local hostelry is
only €3, but failing to mention a €10 cover charge to enter the premises.

it should not need to be pointed out that the 31% in rented accommodation are
also far more likely to be of the 18-35 age group, the key ‘early adopter’
demographic for driving demand. They are the *Ipod Generation’.

| Key Point One | o
The cost of broadband is not the package price. It is the price of the package and |
tha delivery system. They chould not be decoupled. Many respondents found the ‘
current advertising campaigns misleading as to the true costs. |

" comReg Trends Survey Q4 2005: Prepared by Amarach Consulting
http:/fwww. comreg.ie/ ﬁleup!oad/pubﬁcat:'ons/ComRerﬁOBa.pdf




While the percentage of land line subscribers has dropped, the incumbent has
increased the cost of the line rental by 54% since de-regulation. Thisis a main
point of contention of the vast majority of respondents to the report and strongly
influences the theme of a dominant telecom dictzting how the market will worlk,
with a compliant regulator unable or unwilling to confront its power.

The other bete noir is the failure rates of land lines and from the potential users
point of view, the lack of information glven by the incu mbent as to why their line

fails. Eircom state:

"By March 2006 859+ of telephone customers will be connected to DSL
enabled exchanges; when pre-qualification is factored in the customer
availability is above 75%. =

The wording of this is very careful, They are not saying that 85% of customers
can get DSL, they are saying 85% of customer lines are attached to a DSL
enabled exchange. This brings the numbers of the population down from the 67%
of the country who have a land line, down o 55.95% who have a landline
attached to an exchange.

Eircom claim there is only 2 10% failure rate on lines, which brings to sum down
to 51.26% of the population who have a land line, attached to an enabled
exchange, with no failure problems. This is also discounting monitored alarm
system issues and is assuming you accept Eircom’s word, as currently those
figures are not being verified.

Population [_100.00 100.00]
% who have a land line ] £57%|  67.00
%o of landline attached to exchange|  85% 56.95
los A2E can get DSL 90% 51.26|

Almost universally those citizens who have responded to the demand paper and
who could not get broadband had been in touch with Eircom. The key frustration,
after not being able to get DSL from Eircom, was the complete lack of information
as to why their line failed. 1n the majority of cases they were told the line failed
without explanation, though others were told Eircom ‘don‘t upgrade lines, they
just maintain them®.

BT In their submission, claim that up to 62% of FRIACO lines they surveyed (a
sample of 4,300) failed the line test for broadband. Eircom state the figure is
10%. The truth is probably somewhere In between and it would prove a worthy
exercise for the Department to ascertain the real truth, if only to counter the spin
Eircom put on the figures in the national media.

2 Eircom Submission: Page 2 — Q2
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\ ‘If the Murphy’s can’t get broadban
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| The Department could obtain each of Irelands area code phone hooks (01, 02, 05

| etc) and put the first hundred "Murphy’s” into the Eircom DSL line-checker. This |
would give an unbiased, regionally accurate, idea of the ling failure problem. This
‘I would also expose Eircom's 10% line failure claim.

| 1¢ would be prudent to

publish both the results and the methodology so there .
could be no bias claims. A key advaniage is that the

Department would be using
Elrcom’s own line tester and phonabook's against them and clarify a major area

\ of customer frustration. ILis _lso very sasy to digest for the media.
-
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| Whare a land line fails thﬁaadhanct line test, Eircom should issuﬁmﬁte_n__
tachnical report to the line holder. This report should clearly identify the technical |
raason for the line failure. This Is.in essence a ‘receipt’ to be shown to other |.

providers.

does not guality for broadband '|

Many ISDN customers have been told their line
tion why would

and do not necessarily believe the incumbent”®. A written explana
add much great transparency and reduce the perception that Elrcom ars |
misleading their ISDN customers to retain a great revenue sfream.
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] Where a land line fails the broadband line tast due to the line being split between
two or more customars, those custemers should receiva their line rental at half

I| the current market price. It is unfalr for a customer to be paying for a line rental \
when they are only getting "hali’ a line. |

S e

FSuggestion FOUT_ S A - B
Where a land line falls the broadband lina test, ISPs should be forced to offer ]
unlimited/subsidised FRIACO access to bring their costs in line with broadband \ :

users. They feel currently that those who can’t get broadband are penalised twice
| by getting a much slower service at a great cost. ‘|

| IR—

2.2 Local Loop Unbundling

Local Loop Unbundling is called for by almost every respondent, with the
exception of Eircom. While many point to LLU being European Law since 2001,
Eircom are insistent that LLU would not increasa take up level's and has not had
any discemable impacl in 2 European market. Eircom also point out that while
thay havs \invested heavily 10 talecoms’ other European markets have had 2
vibrant cable operator which has also invested. Eircom thus implies that the cable
aperators should shoulder the blamea.

It should be pointed out that in repeated Eircom and TIF submissions, as well as
radio interviews, Eircom have claimed they are investing in line with other




European countries and are working through 2 €1 billion, 5 year investment
programme. At no paint in these submissions is the investment in broadband
technologies by Irish comganies mentioned, but rather the umbrella of
telecommunications investment. It is masking the true situation. Babcock and

Brown said

"Bossibly uniquely in our minds, we see network assets as akin to
infrastructure assets, somewhat like a toll road, or a railway or airport,
especially in a country where the population Is so smail that it is very
uniikely there ever will be network-based competition™

The point made by others is that the absence of a vibrant cable operator Is
exactly the reason LLU is required in Ireland more than in any other country, so it
can provide genuine platform/product differentials, The absence to date of an
energetic cable broadband operator thus distorts the impact that LLU would have
on the Irish market when compared fo the European experience.

| Key Point Two !
LLU rolled out in Ireland should be the key priority by the Minister. Many
respondents feel that the lack of action in the five years since the 2001 European |
decision has been immensely costly to the Irish economy. Respondents feel LLU
will have a greater impact in Ireland than in many EU countries due to the lack of

any substantial joined up competing national network.

2.3 ISDN to Broadband

One of the strangest phenomenon in the Irish telecoms market has been the
actual increase in ISDN connections, when most were expecting @ mass migration
to broadband, which In massively cheaper, and in some respondents cases [0 3
magnitude of several hundred euro a month. The 100,000 ISDN subscribers, if
they could be migrated o broadband would comfortably push the subscriber
numbers towards the 400,000 line and massively boost our league position.

The current ISDN user is fully aware of the benefits of a high speed internet link,
having migrated to ISDN from a dial up/PSTN service. Overwhelmingly the
current ISDN respondents to the paper have tried to migrate from Eircom ISDN to
broadband, but failed due to technical reasons. They are mainly SMEs and would
form sizeable groupings in the various league surveys. A sample, and by no
means unigque comment follows:

Digital Vista (44) - "12 months ago, we decided to switch from ISDN to
broadband. Our supplier, BT, informed us that Efrcom would have o
'downgrade' the ISDN lines in order for BT to enable them for broadband -
even though BT were providing both the broadband and ISDN services. We
had to pay Eircom for this privilege, 12 months on and we still have no
broadband due to unidentified ‘technical reasons’.

[ ast month an Eircom engineer finally visited us and could not explain why
the service would not work other than to suggest that we may be too far
from the exchange. This is @ convenienl excuse but Eircom have not

§ Robert Topfer— Irish Times February 24" 2006








































