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

Attendees at the second an-
nual FTTH Council Europe 
Fiber-to-the Home confer-
ence bemoaned Europe’s sta-

tus as a broadband laggard, but heard of 
many new projects. As befits the nature 
of the Internet itself, they also heard 
about advances elsewhere. They heard, 
for instance, of plans by Japan’s NTT 
to bring fiber to 30 million homes by 
2010. They heard about Korea’s near-
universal broadband household pene-
tration and its plan to raise $7.7 billion 
for new services. And they heard about 
American telcos’ plans to bring fiber to 
millions of homes this year. 

Even so, Europe offers many lessons 
for the United States. The Dutch and 
Swedes, for instance, have found more 
broadband use in working-class com-
munities than among upper-class elites. 
And symmetrical upload and download 
speeds are becoming the norm because 
system operators have generally found 
upload traffic to be the same or slightly 
greater than download.

The key prediction among visionaries 
in Amsterdam for the conference: Eu-
rope will still be behind the US, Korea 
and Japan in FTTH by 2010. The rea-
sons include lack of political vision, a 
confused regulatory framework, and a 
lack of clear guidelines for public fund-
ing. One common complaint among at-
tendees: A tendency in Europe to invest 
too much in policymakers. “They care 
too much for incumbents,” said one 
questioner. “In the earlier technology 
revolutions, there were no public policy 
forums. If there were, railroads would 
have been built next to canals.”

“Europe needs a political vision of 
the need to make broadband happen, 
a regulatory framework in order to cre-
ate legal certainty, and clear guidelines 
for public funding to accelerate fiber 
deployment,” said Council president 
Hartwig Tauber.

Despite the gloom, Joe Savage of 
KMI Research noted that peer-to-peer 
transmissions are growing in Europe. 
His view is that Europe is being “fi-
bered by stealth; even the incumbents 
are moving fiber closer to the custom-
er. France Telecom recently launched 
aDSL-2 with a lot of fiber going to 
launch points.” Savage described the 
situation as “an expensive detour” from 

fiber but noted that the French system 
is capable of 9 Mbps.

Savage also predicted that by the end 
of 2006 a third of all European house-
holds will have HDTV.

As in North America, Greenfield de-
velopment often opts for fiber. That’s 
the case with the massive Kent Thames-
ide “new city” just being started east of 
London. Its five “villages” will eventu-
ally have 250,000 people on broadband 
connections.

In Europe, the majority of the rough-
ly 2 million FTTH homes passed are 
in just a few countries. The norm is for 
open access systems, because European 
rules forcing the unbundling of services 
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Attendees at the FTTH Council Europe annual meeting and show crowded the exhibit 
area. Next year’s event is planned for May in Vienna. All photos by Steven Ross.
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are fairly strict. In fact, Yankee Group 
cut its European forecast for homes 
passed by fiber by 30 percent because 
the unbundling environment discour-
ages private investment. Even the Italian 
Fastnet/Fastweb initiative, which passes 
more than 20 percent of the country’s 
population and charges 90 euros (about 
$115) a month for triple-play service, 
is still growing faster on DSL than on 
fiber, in large part because DSL can use 
power utilities’ copper infrastructure.

On the other hand, as is the case in 
the US, cable modem penetration is 
strong in many European countries, 
forcing competitors to go to fiber. And 
the lack of corporate funding along 
with a tradition of public infrastructure 
and utility investment has pushed many 
public utilities, especially municipal 
utilities, to overbuild with fiber. The 
Nordic countries are particularly active 
in the public open access arena.

Yankee group noted that the “disrup-
tive event” for broadband this year in 
the US is that telephone companies are 
increasing their involvement in FTTH. 
“Incumbents can only be moved by fear 
and greed,” noted Jonathan Doran, se-
nior analyst at Yankee. “In the US they 
have fear; landline revenues will soon 
be cut in half. In Europe, they have 
clean copper and short loops [to central 
switching offices], so telcos stay with 
DSL.”

The situation may not survive for 
long, however. “You Europeans dress 
nicer than we do, your cars are nicer, 
food is better, so why do you think 
lousy TV is OK? HDTV? Its adoption 
will force fiber,” said Doran. Indeed, 
broadband passes almost 30 percent 
of the homes in Nordic countries and 

in Italy. The reason is digital cable TV, 
however, not fiber.

Still, Amsterdam is started an ambi-
tious overbuild that will eventually bring 
fiber to more than 40,000 households. 
The city is bringing fiber to 40,000 util-
ity boxes in its Zeeberg district to start, 
creating an open-access backbone. The 
expectation is that private enterprise 
will help finish the job, connecting an-
other 400,000 apartments in Amster-
dam’s mainly MDU environment. The 
municipal funding is limited to helping 
provide passive infrastructure.

Vienna hopes to gain approval in 
May to do the same thing; that would 
lead to more than 900,000 homes with 
access to fiber in Vienna over the next 
few years. Paul Naastepad of Emtelle 

described the more limited FTTH 
Wienkanal Project in Vienna as a “no 
dig” solution. Emtelle is supplying mi-
croduct for blown fiber. It will be run 
through the city sewers. “There’s no 
trench digging, no hassle in the street, 
no right-of-way problems. It is a very 
secure and protected passive network, 
tried and tested.” The specialized mi-
croduct tubing was developed in coop-
eration with NBG and Wienkanal.

Of the more than 140 FTTH proj-
ects in Europe, only a quarter are being 
funded by private industry. Job Cohen, 
Mayor of Amsterdam, noted that the 
statistic is a bit misleading because his 
city’s system is public, but has five pri-
vate partners. He added, “Broadband is 
a key enabling technology that will help 
improve the strength of Europe’s econ-
omy... This holds true for Amsterdam 
as well as the whole EU.” He said 80 
percent of Amsterdam’s population is 
connected to the Internet now, and In-
ternet related businesses employ 35,000 
in the city. “And that is only 15 years 

Hong Kong style marketing: “We install 
the fiber in the basement; announce free 
introductory service … convert them to 
paid in a year. No separate truck rolls.”

Here’s how home video is put on line for general access in Telecom Austria’s Engerwitzdorf 
demonstration project. Some 2,500 families generate about 15 videos a month.
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after the first e-mail arrived here from 
the US. We need broadband to sustain 
this in the long run.”

Cohen cited uses ranging from health 
care to education, e-government to dis-
tance learning, entertainment to help 

for the “deaf and immobile,” and low-
cost video calls.

Another area where Europe is a bit 
different: Roland Montagne of IDATE 
notes that most European FTTx de-
ployments are Ethernet instead of PON. 

One reason, Montagne said, is the small 
size of current FTTx deployments in 
Europe; Ethernet seems a better choice 
in terms of scalability. Another is that in 
current FTTH projects in Europe, the 
players involved are starting to deploy 
FTTH from scratch. Montagne consid-
ers PON architectures as more suited 
for telecom operators deciding to invest 
in FTTH. But Aviv Ronai, Associate 
V.P. Marketing at ECI Telecom, argued 
that PON’s currently higher bandwidth 
potential (well over 1 Gbps) is neces-
sary to meet user demands.

Either way, fiber maintenance costs 
in Europe are cheaper than DSL, said 
Martin Thunman, who heads Packet-
Front. “It is no longer a business case 
issue,” he said. “The passive cost is 3-5 
euros per month per fiber connection; 
lease of copper lines for DSL is typically 
7 to 10 euros per month.” He described 
PacketFront’s competitive advantage as 
overwhelmingly in management soft-
ware and systems integration skills.

Discussing Wired Communities
Europe is definitely looking to the 

Asian model, taking advantage of high 
population density and mainly MDU 
environments to bring fiber “to the 
basement.” Conferees learned from 
several presentations that this could be 
enough. Hong Kong, for instance, has 
the second highest fiber penetration in 
the world (56 percent of households), 
after Korea (70 percent). Niq Lai, of 
Hong Kong’s City Telecom, explained 
why. The average apartment building 
served by City Telecom in Hong Kong 
has 400 dwelling units. Each of the 
3,000 buildings served has fiber to the 
basement. From there, the buildings’ 
existing Cat5 coaxial cable carries the 
broadband. “Every 10 floors or so we 
have our equipment. In Hong Kong we 
do not pay rent to access the building; 
property owners cannot block us.” The 
cost averages only $130 per dwelling 
unit. As Broadband Properties noted 
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in December (page 51), the company is 
beginning to offer 1 Gbps service.

Fiber gets to the building as it does 
in most places. “We dig holes in the 
ground and pull fiber ourselves. A third 
of our cost is equipment…. Operating 
costs are still far lower than those of the 
legacy network. Their DSL needs doz-
ens of regional offices in the city.”

“We started five years ago with 
$325,000 capital and went against the 
ILECs,” said Lai. “Our gross margin is 
80 percent so we need scale, so we go 
for mass market…. We used the super-
normal profits from our international 
telephone rates to build our fixed line 
service. We are now transitioning from 
that.” Also, more than 50 percent of 
City Telecom’s staff is in China, where 
salary costs are a third of Hong Kong’s. 

GDP per capita in Hong Kong is 
$23,400, about two-thirds that of the 
US. But the typical tiny 600 square foot 
apartment there is worth $400,000 sug-
gesting people will spend if they have 
to. The aggressive sales proposition fits 
the situation. “Triple play would be 
30 euros/month ($40) but that’s high, 
so we sell one service, then upsell. We 
charge less for 100 Mbps – 20 euros 
($26) than the ILEC does for 6 Mbps. 
We install the fiber in the basement, 
announce free introductory service, get 
27 percent takeup immediately, con-
vert them to paid in a year. No separate 
truck rolls.”

“For TV-only we charge a third the 
incumbent service’s $40/month but 
we don’t offer premium channels; 72 
percent of our channels are Chinese in-
stead of 41 percent for the incumbent. 
Content being brought into Hong 
Kong is very expensive but 80 percent 
of viewership is for Chinese channels. 

We have our own 24-hour news chan-
nel. We bring in content from Taiwan 
and Singapore as well as the mainland. 
We provide 4.5 Mbps per channel. We 
also legally capture elsewhere and redis-
tribute to Hong Kong.”

Each dwelling unit served in Hong 
Kong has a wall plate with two jacks. 
One is for phone, the other is an Ether-
net connector. City Telecom launched 
VoIP in 2002 and is now the largest 
supplier of telephone services in Hong 
Kong. “VoIP is indistinguishable from 
regular phones; customers don’t know 
they are on VoIP,” says Lai. 

Indistinguishable? Lai described 
system redundancy as “acceptable, 
but in the future we have to do bet-
ter.” He said “We buy off-the-shelf 
solutions - Cat5 can offer 1 Gbps, 
and maybe 10 Gbps in the future. So 
there’s no need for total fiber.”

Back in Europe
Robert Kjellberg discussed Sweden’s 

Mälarenergi Stadsnät, an open access 
metro network in an industrial com-
munity about 100 kilometers from 
Stockholm. “Building owners pay 
for connection to our network, even 
though they have two other competi-
tors already connected, because we 
have better services; cheaper and with 
more choices of content.” Europeans, 
and Scandinavians especially, do not 
generally consider open access net-
works a “public subsidy” in competi-
tion with private investors. Instead, it 
is infrastructure.

In the city of Mälaren, everyone in 
a neighborhood being served by fiber 
pays an assessment; apartment rent-
ers pay 2 euros (about $2.50) extra a 
month typically, to cover the cost of 
the fiber in their building. If they buy 
the broadband service, the price is 41 
euros a month for 100 Mbps, and 19 
euros for 10 Mbps. About half the city’s 
60,000 households have been “wired” 
with fiber.

The chief competitor is an incum-

Alcatel sees North America catching up to (and surpassing) Asia in FTTx deployments by 
2007 on a “percent of homes passed” basis, but Europe will probably continue to lag.

“We told people that half had to buy 
[broadband services] in the neighbor-
hood or we would not build.”
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bent, Telia. “Telia’s aDSL is double the 
price of our network,” says Kjellberg.

Ger Bakker, founder and chief tech-
nical officer of UNET, described the 
Almere FTTH project in the Neth-
erlands. Almere is a city of 175,000 
people, 15 miles from Amsterdam; un-
til now it has been mainly a commuter 
city that grew from a base in farming. 
Almere’s population is expected to be 
250,000 by the end of decade. Almere 
wants to attract local jobs because agri-
culture, its chief source of local jobs, is 
dying in the Netherlands. The city gov-
ernment wanted an open Information 
Communication Technology (ICT) 
infrastructure and “better social cohe-
sion,” said Bakker, between all income 
levels and between local job holders 
and commuters. 

A UNET pilot fiber project that 
started in 2004 already connects mu-
nicipal institutions, 1,700 homes and 
450 businesses. The households are of 
different income levels and businesses 
differ widely in size. UNET, a service 

broker started specifically to bid on the 
Almere project, hopes to add as many 
as 30,000 homes to the fiber network 
this year and all 80,000 homes in Al-
mere in a few years. 

“TV was going digital so we decided 
to go fully Ethernet,” said Bakker. “We 
promised the city we would actively 
pursue new services.” The system is a 
star-based single-mode fiber network 
offering 100 and 1 Gbps service, VLAN 
services (not limited to the Internet), 
separate network and service manage-
ment, and highly automated provision-
ing and customer care.

“We do not outsource the call center,” 
said Bakker, “we want to know exactly 
what our customer wants and needs.” 
UNET started its triple play package 
in 2004. Another service: Remote stor-
age for backup, managed by a separate 
company, at 2 Euros per month. “We 
make money at it,” says Bakker.

Bakker says customers are using the 
system symmetrically. “We don’t see 
asymmetric use at all,” he says.

Hans Solheim, Manager of Infra-
structure for the broadband utility in 
Lyse, Norway, also went Ethernet. He 
said his customers helped build the 
system. Lyse started offering 4 to 10 
Mbps broadband, he says, because “the 
company’s core business is establishing 
infrastructure. We’ve been doing it for 
100 years. We wanted to buy services 
but they were not available so we built 
ourselves. 

He noted that local utilities have an 
advantage. “You need good political 
connections to dig up every street in 
the region,” Solheim said. Lyse’s busi-
ness case assumes 60 percent penetra-
tion, with 100 percent of the custom-
ers taking Internet, 80 percent TV, and 
70 percent VoIP phone service. The 
prediction was for a hookup cost per 
customer of 2,000 euros. Lyse prices 
its services below the market rate set by 
private competitors. Targets are being 
met; penetration is at 60 to 70 percent 
of the areas it serves.

Lyse committed to the project in 
April 2002, and started serving its first 
customers that September. Lyse has 
sold 20,000 contracts and had delivered 
service to 12,000 as of January 2005. 
Another 1,200 to 1,500 are added each 
month. A key strategy and an unusual 
one for a municipal-owned utility: “We 
told people that half had to buy in the 
neighborhood or we would not build. 
We said, ‘this is your chance now or 
never.’ People also helped build the 
network, digging yards to bury fiber; 
95 percent of the households helped 
with construction. There was pressure 
by neighbors.” At the moment Lyse as-
sumes a 15-year return on investment. 
“The regulatory framework causes us to 
open access to customers in 3-5 years,” 
said Solheim.

Both UNET and Lyse are active Eth-
ernet networks, not PON. Bakker and 
Solheim both said having complete 
control of the end-to-end triple play 
network was important, and that there 

Vendors like Corning (shown here) continue to improve the basic devices needed to deploy 
fiber in a network. It seems mundane, but deployment cost is 60 percent of two years ago.
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is no cost reason to go to PON as the 
headends are about the same. All the 
computers in the grid are “one of the 
services; the grid makes of many com-
puters one big one. We’re testing now, 
but we think health care and cancer 
research and aerospace will use it, they 
will pay but I don’t know the fee,” said 
Solheim.

At Lyse, traffic measurement on the 
network shows upstream traffic exceeds 
downstream. “Working from home is a 
great advantage for the customer base,” 
said Solheim. “Family values rate high 
in society. So people see value in fiber.” 

Same for Almera: “Also higher up-
stream than down, slightly higher; pro-
fessionals work from home, produce a 
lot of traffic. There’s a big pickup from 
25-employee companies,” said Bakker. 
He also notes that in Almera, which 
has been operating for nine months, 
penetration is 25 percent higher where 
people work from home than in high-
income commuting professional areas. 
In part, though, this is because of “low-

er penetration and competition from 
cable.”

Programming
The relatively small nation-states of 

Europe are depending on their custom-
ers for local-language content as well as 
for revenue. 

The Netherlands has been exploit-
ing broadband to distribute audio and 
high-quality video content on the Web, 
said William Valkenburg of Dutch 
Public Broadcasting. Portal.omroep.nl 
reaches 30 percent of the Dutch popu-
lation and half of all Internet users. It 
typically has 200 broadcasts available 
at any one time, at 500 Kbps for each 
feed. The site uses an embedded player 
to keep people from capturing its pro-
gramming to hard drive. But there are 
also commercial feeds for redistribution 
by cable companies and others. Dutch 

public TV essentially told ISPs to come 
and get the content for redistribution 
to their own customers. 

The program Vermist (for missing 
persons) cooperates with MSN, for in-
stance. HollandDOC is a documentary 
news channel. There is plenty of room 
for international programming; His-
tory Channel became available on the 
system in February and broadcast ap-
peals to Dutch residents to add their 
own historical content. Another Dutch 
portal, 3voor12.vpro.nl, was launched 
February 1.

Edo de Vette described eHealth, an-
other Dutch service, soon to be avail-
able over www.portaal.nl. “In the Neth-
erlands we are closing down nursing 
homes. As a real estate owner of 60,000 
apartments we will have to provide 
these services to our renters eventually. 
Already there is a link via video e-mail 
between patients at home and a nurse,” 
de Vette said, “but we will be offering 
the more comprehensive eHealth to 
portal soon on FTTH.” Services in-
clude information support systems, 
video consultations with nurses and 
other medical staff members, monitor-
ing of prosthetics and surgical devices 
and drug delivery.

Austria has been experimenting with 
customer-made videos. In the test vil-
lage of Engerwitzdorf. 2,500 house-
holds generate three or four videos a 
week, with users uploading them to 
the common system server, said Frank 
Westermann of Telekom Austria. Cen-
sorship is handled by the community 
itself, much the same way members of 
unmoderated Usenet newsgroups police 
each other. He called the idea “Buntes 
Fernsehen.”  Buntes in German means 
colorful or versatile, diversified; Fern-
sehen is German for television.

In the UK, the BBC is proposing 

Tyco, like many vendors at the FTTH Council Europe, showed waterproof and weatherproof 
housings for splices and other distribution points.

“You need good political connections to 
dig up every street in the region.”
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something similar for later this year. 
England has a more developed inter-
active TV culture than does mainland 
Europe.

Regulatory Issues Unsettled
The EU Commission has encour-

aged national, regional, and local lev-
els to support public investment in 
broadband and has provided millions 
of euros under structural funds. 

The funds are supposed to be used 
only when private investment is not 
available. To date the EU has not 
made any negative rulings on broad-
band subsidies. In theory, said Alex-
ander Riedl of the commission’s staff, 
its decision is supposed to be one the 
following:
• No aid scenario

“We are closing down nursing homes. As a 
real estate owner of 60,000 apartments 
we will have to provide these services to 
our renters eventually.”

•  Market scenario, meaning the invest-
ment has good business principles 
and can attract private investment

•  Public investment cannot be distort-
ing: It should serve the market, can-
not be provided by the market, and 
cannot be provided as a subsidy to 
one or two firms.
Riedl said the past few decisions 

have taken 2-4 months. “Long for the 
market, short for commission.”

In practice, the EU Commission es-
sentially uses the power of regulation 
and public investment to curb what it 
considers to be abuses. 

In the Atlas Communications case 
in Wales, BT was charging five times 
the backhaul rate (for 3G wireless 
service) as in London. So the com-
mission allowed public competition. 

Also, despite the stated prohibition 
against subsidies to incumbents, there 
are situations where funding is a com-
pensation for service rendered by cer-
tain providers. 

In French Pyrenees Atlantiques, the 
government said there was either no 
coverage or bad coverage, so it set up a 
wholesaler with equal access to all. 

The EU approved, saying that ac-
cess to service, not the service itself, 
was important for the local economy.

Pastora Valero of Cisco Systems 
questioned Reidl: “We have had five 
cases before the commission but we 
could use some guidelines and some 
principles. 

“For instance if you look at the pas-
sive layer only, perhaps the commis-
sion can clarify that the conditions 
are met, and offer infrastructure to all 
undertakings.”

Frans-Anton C.O. Vermast, pub-
licist for the Amsterdam fiber over-
build, asked Reidl: “It was mentioned 
that there should be technology neu-
trality and not distort existing busi-
ness. 

“If a municipality said it wants 1 
Gbps then is it technically neutral be-
cause only fiber can support it?” 

Said Reidl “1 Gbps is OK if you 
can prove it is necessary, that there is 
a need for it. Or is it just an excuse to 
justify a certain technology?

Said Vermast, “1 Gbps is competi-
tive with Japan. In Europe broadband 
at 1 Mbps and above, we have a lot of 
catchup to do. At 1 Gbps all of Eu-
rope is underserved.”

Replied regulator Riedl: “What 
about 10 Mbps… is that OK?”

In Europe, 10 Mbps could be the 
norm in a few years, over DSL. But 
for conferees, even 1 Gbps is not 
enough for Europeans to compete on 
the world information stage. 

Said one: “When Edison invented 
electricity he did not think of the 
dishwasher.” ◆

Aviv Ronai holds ECI’s new in-apartment fiber distribution box. At right is former FTTH 
Council Europe president Paul Naastepad of Emtelle.


