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Our first in-depth look at ma-
jor existing and emerging 
broadband markets world-
wide, with special attention 

to fiber, shows uniform growth in premises 
passed and in customer interest. But mar-
ket conditions are anything but uniform. 
What drives organizations to invest in fi-
ber deployments? The experts point to fear, 
greed, and customer expectations. What 
retards growth? Government regulatory 
policy favoring incumbents. But all of these 
factors are not present in the same propor-
tion as we look at the world’s three major 
economic blocs – North America, Europe, 
and industrialized Asia.

In the United States, cable companies 
provide the fear in telco boardrooms. Cable 
operators upgraded their distribution sys-
tems greatly, starting in the 1990s as the tel-
cos were dallying with ISDN, then placing 
bets on DSL. The regulatory environment 
is generally favorable to broadband as well. 
Data moving over broadband networks is 
essentially unregulated, and the FCC has 
declared that all data, including VoIP voice 
packets, are to be treated basically the same. 
Telcos can install fiber without having to 
offer their bandwidth to competitors. But 
competition from municipal open-access 
networks may force them to open in some 
places anyway.

American consumers have also embraced 
the computer and “not too broad” broad-
band, with typical DSL download speeds 
of 500 to 700 Kbps and cable modems at 
twice that. The FCC defines “broadband” 
as anything faster than 200 Kbps, but con-
sumers have moved beyond.

The result is that incumbents in the US 
have moved to the courts to try to hold 

down their competition. Telcos vs. cable, 
cable and telcos vs. municipal deploy-
ments, the courts render decisions as new 
technologies and practices emerge.

In Europe, where “broadband” is defined 

as 1 Mbps or more, regulators have tradi-
tionally held more sway than the courts; 
common law is not as entrenched there. 
There’s another layer of regulation, too, 
as European Union bureaucrats have the 
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Broadband (but not necessarily fiber) subscribers would increase more than two and a half 
times from 2003 to 2008 (to about 250 million households) if Cisco Systems is correct. 
That’s a 21 percent compound annual growth rate. Growth for 2004 met the target.

How countries differ. KMI calculated the data by length of fiber installed per year, not by 
premises passed; population densities and market variances affect the data greatly.
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power to second-guess individual countries’ 
policymakers. And there has been regula-
tory sloth, as nations revise their own rules 
to harmonize them with the EU.

What’s more, the incumbents were once 
entirely government entities in most Eu-
ropean countries; in many cases, national 
governments still hold large ownership 

stakes. Incumbent telcos also own the cable 
television operations in many countries. It 
is little wonder, then, that incumbents have 
more power to delay the onrush of technol-
ogy in Europe than in the US. There have 
been endless EU challenges to moves to 
unbundle the local loop, and to run fiber 
inside existing utility rights-of-way. 

European telcos also over-invested in 
mobile telephone technology and licenses 
in the 1990s, and many cable operators are 
only now recovering from financial diffi-
culty (even bankruptcy). Networks tend to 
be modern and reliable in Eastern Europe, 
but have not always been modernized in 
the “old Europe” EU 15. If an incumbent 
adds DSL and customers use that for VoIP, 
the result can be revenue loss as compared 
to per-minute landline charges. In the US, 
telcos are doing it anyway because they fear 
cable. But the fear factor is missing in much 
of Europe’s corporate boardrooms and 
greed has trumped modernity. 

Europeans may love their super-mod-
ern mobile phones, but they have not 
embraced the Internet as strongly as have 
North Americans and Asians; home com-
puter use is lower.

To counterbalance this, local govern-
ments have inserted their own fear factor. 
They worry about losing jobs to regions 
with more broadband access. They are well 
practiced in running local utilities (even the 
heating systems in most European cities are 
centralized, supplying steam and hot water 
to homes). Result: Fully three out of every 
four fiber deployments in Europe have sub-
stantial public investment. Most of that is 
local, but the EU has also supplied some 
“structural” funding to national govern-
ments in poorer countries, and in poorer 
regions. 

Market research from IDATE released in 
February 2005 shows 167 FTTP projects 
in Europe, initiated by 103 organizations. 
Of the 103, 72 are municipalities or power 
utilities, nine are ISPs (with FastWeb’s 13 
cities and B2’s 53 each counting as one 
project), and just 8 are incumbent opera-
tors. Only 14 are being built by housing 
companies and similar operations; in com-
parison, the majority of American projects 
are in partnership with builders and devel-
opers (see last December’s issue for details).

These projects in Europe are of vastly dif-
ferent sizes, of course. In terms of premises 
passed, the ISPs account for almost three-
fourths of the total. Municipalities and 

Fiber provided access for 2.3 million homes in Japan by the end of 2004, up from 1.75 mil-
lion at mid-year. But DSL and cable also added customers. Deployment is mainly B-PON.

Japanese broadband vendors make a hefty 11 percent profit on monthly fees.
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electric utilities cover almost 20 percent. 
Developers reach just 4 percent of the 
premises and incumbents barely more than 
2 percent.

The uniformity of EU Commission pro-
nouncements also belies national differenc-
es. In Denmark, more than three-quarters 
of the homes passed by fiber have become 
subscribers. The cable telecom market grew 
in coordination with the nation’s largest 
electric utilities. In Sweden and Norway, 
there has been particularly strong support 
for municipal utilities to lay fiber. In Swe-
den, almost four out of every ten premises 
passed by fiber is a customer. Italy, which 
has the most broadband users in Europe at 
the moment, has a lower penetration rate, 
about one of every seven premises passed. 
There, private organizations and some elec-
tric utilities set up a new entity, FastWeb. In 
the Netherlands, about two-thirds of prem-
ises passed are subscribers. The cable TV 
market there is one of Europe’s most de-
veloped. Because the population density is 
so great, fiber is quite economical. But new 
homebuilding lags in the Netherlands be-
cause land is so expensive and so protected, 
so most fiber projects will be overbuilds.

And whom do Europeans fear most? 
South Korea and Japan. They are just learn-
ing about Taiwan and Hong Kong, too. In 
Asia, broadband is seen as a “public good.” 
Korea has the largest home broadband 
penetration of any country. The national 
government built a nationwide fiber net-
work and encouraged private companies to 
compete with the national telephone ser-
vice. In fact, it actually loaned some money, 
about $60 million, to private ISPs. Korea is 
spending over $10 billion to bring vDSL 
or fiber to over 80 percent of the nation’s 
households by the end of this year. It is 
already planning near-universal 50-100 
Mbps service by the end of the decade. 

The Japanese national government’s sup-
port to broadband has been less direct. But 
capital costs have been essentially zero there 
for the past decade, and Japan has been 
selling stock in Nippon Telephone and 
Telegraph since the late 1980s. NTT has 

been forced to unbundle its network. The 
government has also made its own fiber 
network available to private operators and 
has eased rights-of-way access. The result 
is that NTT (to be precise, NTT-East and 
NTT-West) has only about half the market 
in the urban Tokyo, Osaka and Nagoya ar-

eas, and 80 percent in poorer, more rural 
Hokkaido.  Overall, NTT-East has 35 per-
cent of the Japanese market, NTT-West 23 
percent, K-Opticom 11 percent and Usen 
10 percent. That leaves about 20 percent 
split among many others, including some 
municipal systems. 

Yankee Group predicts that fiber penetration will be less than 1 percent in the 25 EU na-
tions by 2008, due mainly to poor regulatory climate and cable competition.

Yankee Group predicts only about 1.6 million fiber connections  in these seven selected EU 
countries by 2008. But the number could be revised upwards substantially by municipal 
overbuild projects being proposed. Watch for news this year to modify this prediction.
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Japan has also been a speed leader. Us-
ing B-PON for the most part, companies 
there have been installing FTTH since 
2002, at speeds up to 100 Mbps. About 
2.3 million homes were connected to fi-
ber in Japan by the end of 2004 according 
to the telecommunications ministry, with 

close to 100,000 new subscribers added 
each month. Bandwidth offerings are typi-
cally 40 Mbps but as high as 100 Mbps. 
On a per-Mbps basis, Japan has the low-
est monthly connect fees in the industrial-
ized world. But overall, residents there pay 
more per month (about 6,400 yen or $60 

a month as of last June) to connect than in 
the United States. This leads to profits of 
$4 to $5 per customer per month, or about 
$100 million a year at current rates. That’s 
enough cash flow to cover a lot of new de-
ployment, especially at Japan’s low interest 
rates. Bandwidth is rising as well, with 1 
Gbps service promised soon.

Consumers have been paying lower rates 
for aDSL (about 4,500 yen as of last June, 
or $43, for 1.5 Mbps). For fiber and for 
aDSL, the ISP charge is about half the fee, 
and network fees cover the rest. Rates for fi-
ber are only a third what they were in 2000, 
and aDSL rates have come down as well. 

The Yankee Group European Connect-
ed Consumer Survey, released in Febru-
ary, examined European consumer trends, 
summarizes the state of the market for 
online services and digital entertainment 
products, and gauges future market trends. 
Yankee compiled responses from 2,500 
online households spread evenly (20% 
each) across France, Germany, Italy, Spain 
and the United Kingdom. All users have a 
home Internet connection and own a mo-
bile phone. The sample was balanced by 
age, gender and other key demographics. 

Yankee found that e-mail remains the 
“killer app” of broadband households. 
Video and music lag, although broadband 
households certainly make more use of en-
tertainment services. Yankee’s findings: 
• Despite its technical maturity and future-
proof capabilities, FTTH remains a distant 
prospect in Europe.
• The business cases for full triple play and 
IP TV remain unproven there.
•  The combination of lower operating ex-

penses and smaller DTV revenue poten-
tial makes FTTH more of a challenge in 
Europe than in the U.S.

•  The high cost of fiber deployment vs. 
aDSL2+ and vDSL will deter European 
FTTH investment in the medium-term.

•  Without the national reach and financial 
backing of the broadband market leaders – 
the incumbent telcos – FTTH implemen-
tations will remain patchy and incapable 
of disrupting the dominance of DSL.

Yankee Group expects 6.5 million EU homes to be passed by fiber by 2008, a twelve-fold 
increase from current levels. But not all will be paying customers (see below).

Yankee Group predicts that fewer than half the FTTH homes passed in the EU over the next 
few years will subscribe to a broadband service.
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Yankee Group predicts that the gap between households passed and 
connected will continue to grow through 2008. Note that in Europe, 
MDUs passed outnumber single-family homes by 4 or 5 to 1.

Yankee Group estimates monthly fees as high as $120 for FTTH 
customers taking all services in Europe.

Since 2003 the price in dollars has increased, because the dollar is 
generally worth less on the world market; it has dropped almost 30 
percent against the euro. Prices overall have fallen, as bandwidth 
offered has gone up and monthly fees have remained static.

In 2003 data reported by KMI, we see that Japanese and American 
consumers pay about the same low rate (in comparison to income) 
for premium broadband services such as interactive sports and 
multiplayer games; Italians and Koreans pay much more.

E-mail is the killer application in European households. Source: 
Yankee Group 2004 Euopean Connected Consumer Survey.

More than half had never dealt with video and almost half had not 
downloaded music. Source: Yankee Group 2004 Euopean Con-
nected Consumer Survey.



14  |  BROADBAND PROPERTIES |  www.broadbandproperties.com |  MARCH 2005

There is a wildcard, however: Many 
large municipal projects are pending in 
Europe (see accompanying article on 
the Amsterdam FTTH Europe Council 
meeting). Amsterdam wants to bring fi-
ber to more than 400,000 households. 
Its project is approved and under way. 
Vienna is hoping for approval by the 
Austrian government for a similar proj-
ect that would pass more than 900,000 
premises. If these projects actually get 
built, they will probably force a cascade 
of similar ventures in Europe over the 
next three to five years.

The bottom line for American read-
ers: Look to Europe and Asia for deploy-
ment technology and systems expertise, 
especially for our comparatively ignored 
MDU market. Look to Asia for policy 
models that we can use or at least cite to 
critics. ◆ 

Only one in four European users would consider paying for video services.  Source: Yankee 
Group 2004 Euopean Connected Consumer Survey.

HDTV and video on demand are by far the most appealing new TV services. Source: Yankee Group 2004 Euopean Connected Consumer Survey.


