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This month we document 
the continued fast growth 
of fiber to the home. With 
more than 4 million homes 

passed, FTTH has the potential to 
make major inroads into the market 
(and existing market projections) for 
other communications technologies. 
The comparison with other technolo-
gies also helps justify the slight premi-
um in capital expense that installing 
fiber entails. We looked at landline, 
cable modem, and DSL trends.

To compete with direct broadcast 
satellite services, cable operators in-
vested more than $80 billion since 
the mid-1990s upgrading their plant 
– about $800 per household passed. 
The only area where cable does not 
have a presence is in wireless, and 
cable operators are addressing that 
shortcoming, TIA notes.

In comparison, FTTH seems like a 
bargain. For about $1,000 per house-
hold passed, FTTH builders get far 
more service capacity than cable’s hy-
brid coax fiber plant. That $1,000 in 
today’s dollars is actually less than the 
investment per household made by 
cable…. And the price per household 
for FTTH is continuing to fall!

We consulted the latest edition of 
TIA’s annual marketing report for 
some insights. There’s no secret about 
the landline phone business, for in-
stance. The number of landline sub-
scribers has been falling for the past 
five years. TIA notes: “In addition 
to migration from landline to wire-
less, there has been migration from 
ILECs to CLECs within the landline 
market. From 1999 to 2005, ILECs 
lost 44.0 million lines, or 24.3 per-

cent of their installed base. There 
were 34.8 million CLEC landlines in 
2005 compared with only 8.2 million 
in 1999. The CLEC share of landlines 
rose from only 4.3 percent in 1999 to 
20.2 percent in 2005.”

In just the past two years, the num-
ber of cable-CLEC telephone sub-
scribers jumped 92.9 percent, while 
non-cable CLEC growth was only 9.2 

percent. TIA expects cable operators 
to continue to post double-digit an-
nual telephone subscriber growth, at 
the expense of telcos. But the non-
cable CLEC market is f lat; by 2009, 
there will be 25 million non-cable 
CLEC subscribers, down from 29.6 
million in 2005, a 4.0 percent com-
pound annual decrease. 

The ILEC market is also changing. 

This month’s focus is on FTTH-induced changes in the competitive environment

Steven S. Ross ■ Editor-In-Chief

The total number of landlines in the United States peaked in 2000 at 192.5 million and 
has been falling since, to 172 million in 2005. The projection for 2009 is 159 million. 
All of the loss is due to residential and small business lines. During that time, the number 
of households increased by 6 million.

Landlines supplied by CLECs have now leveled off at around 30 million; landlines supplied 
by cable companies continue to increase but will pass only 6 million some time this year.
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Without fiber, the number of ILEC 
lines will continue to decline. By 
2009 there will be an estimated 122 
million ILEC and RBOC lines, down 
from 137.3 million in 2005. 

The rise in cable and the projected 
decline in non-cable CLECs ref lect 
both marketplace and regulatory 
developments. CLECs never gained 
much when offering standard tele-
phone service. Lower pricing was an 
attraction, but subscribers were reluc-
tant to switch from established car-
riers. 

The breakthrough for CLECs oc-
curred when they began offering DSL 
service. The Telecommunications Act 
of 1996 allowed CLECs to lease un-
bundled network elements (UNEs) 
from ILECs. CLECs used the band-

width  to offer DSL service. In fact, 
TIA says, CLECs provided the ini-
tial impetus for DSL penetration in 

the United States. “In 1999, resold 
lines accounted for 42.9 percent of 
the CLEC market. However, resell-
ing margins were small, and without 
broadband, subscribership growth 
did not generate enough profit for re-
selling to thrive. Although the abso-
lute number of resold lines increased, 
by 2003 reselling accounted for only 
16.3 percent of CLEC lines. Over the 
same period, the share of UNE lines 
jumped from 23.9 percent to 60.1 
percent. The share of CLEC-owned 
lines rose to 35.1 percent in 2000 
from 33.2 percent in 1999 but fell to 
23.7 percent in 2003,” according to 
the report.

In 2004, however, the trend be-
gan to reverse, says TIA, ref lecting 
the growing role of cable operators 
in the marketplace. “The share for 
leased UNEs dropped to 57.7 percent 
in 2004, while the share of CLEC-
owned lines increased 2.2 points to 
25.9 percent.”

The regulatory environment, of 
course, changed. RBOCs argued that 
UNE regulations discouraged their 
investment in DSL infrastructure be-
cause CLECs were using that infra-
structure to offer DSL and because 
rates they were allowed to charge 
competitors for access to their net-
works were too low.

“In February 2003, the FCC is-

Cable operators invested more than $80 billion 
… upgrading their plant – about $800 per 

household passed. … In comparison, FTTH 
seems like a bargain. For about $1,000 per 

household passed, FTTH builders get far more 
service capacity than cable’s hybrid coax fiber 
plant. That $1,000 in today’s dollars is actually 
less than the investment per household made 

by cable…. And the price per household for 
FTTH is continuing to fall!

Revenues per customer have been flat for years, at around $24 per line for residential and 
$44 for business. The FCC does not provide projections; most recent data are for 2004.

The cable modem market continues to grow nicely, and is now about 25 million house-
holds. But revenue per line has been falling, so overall revenue grew by only about $1.5 
billion last year, to $11.3 billion. Future annual revenue growth is even lower, about 5 
percent per year.
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sued an initial report on its Triennial 
Review of the Network Unbundling 
Rules. At issue was the portion of the 
UNE platform (UNE-P) subject to 
sharing. The FCC decided not to re-
quire ILECs to share new high-capac-
ity infrastructure with competitors, 
although they must still share local 
voice copper lines.” After a three-year 
transition ending this August, switch-
ing for business customers served by 
high-capacity loops, as well as FTTH 
and fiber to business, will no longer 
be unbundled. ILECs no longer have 
to make DSL and fiber available to 
competitors. Following the ruling, 
both Verizon and SBC announced 
major DSL and fiber investments.

In October 2004, the FCC ex-
panded the unbundling exemption 
to include fiber-to-the-curb (FTTC). 
That December, the FCC voted to 
eliminate many of the discounts for 
UNEs demanded of RBOCs. 

The discounts were phased out in 
2005. The ruling enables RBOCs to 
increase wholesale rates for UNEs. 
Revised UNE-P rules essentially 
eliminate CLEC access to mass-mar-
ket local-circuit switching. 

As TIA notes, CLECs must now 
provide their own switching capabili-
ties, although they can still acquire 
first-mile access over copper wires 
from ILECs. In August 2005, in re-

sponse to the Brand X decision (cov-
ered by BBP in many articles last year) 
the FCC ruled that DSL and landline 
broadband in general are informa-
tion, not telecommunications, ser-
vices. Thus, facilities-based providers 
will not be required to provide com-
petitors access to high-speed Internet 
services on a common-carrier basis.

These rulings make it difficult for 
CLECs that rely on UNEs to contin-
ue to compete, particularly because 
the rulings impair their ability to of-
fer broadband. 

CLECs are thus having to invest in 
their own equipment. One twist that 
can be assisted by fiber: CLEC whole-
salers can provide the equivalent of 
UNEs to other CLECs. 

TIA also notes that cable operators 
are also facing a declining subscriber 
base in their core business, television 
distribution. Thanks to direct broad-
cast satellite,  cable subscriber growth 
slowed in the 1990s and early 2000s.

Starting in 2004, the number of 
cable subscribers began to decline, a 
trend expected to continue through 
2009. From 2003 to 2009, cable op-
erators will lose a projected 6.1 mil-
lion subscribers. 

In 2009, the gap between cable and 
its competitors will narrow to 24.6 
million subscribers, down from 50.4 
million in 2000. BBP
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DSL subscriber growth is expected to level off in the next few years, and revenue per sub-
scriber already has. The average is still almost $40 per month according to the projection, 
although recent price cuts this spring suggest DSL pricing is heading for $15 a month, 
faster than originally predicted. 

FTTH Boosts Demand 
for Blown Fiber 
Prysmian Telecom Cables & Systems 
announced that it had reached a ma-
jor milestone, with its latest delivery of 
blown fiber taking total sales past the 
750,000-kilometer mark. Blown fiber, 
which Prysmian supplies under the Si-
rocco brand, involves pre-installing a 
tube network and then blowing optical 
fibers into the tubes as customer connec-
tions are completed. 

Sirocco is a complete solution that 
includes the fiber bundles, tube cables, 
connectors, internal plant and external 
plant, together with specialized installa-
tion equipment and services. It is primar-
ily installed in access networks, and the 
growth of fiber to the home in Europe 
has fueled the demand for blown fiber. 
Because many of Prysmian’s customers 
have installed only the tube infrastruc-
ture and are still planning the deploy-
ment of the fiber itself, Prysmian is con-
fident of reaching 1 million kilometers 
of installed fiber in the near future.

Wi-Fi Drives Location 
Tracking Applications
Another use for bandwidth that could 
not have been imagined a few years ago: 
Wi-Fi is increasingly being used for loca-
tion tracking, and Wi-Fi asset tags are 
expected to reach almost 2 million ship-
ments in 2010, reports In-Stat. Real-
time location systems use Wi-Fi access 
points to locate devices equipped with 
external Wi-Fi tags or devices with em-
bedded Wi-Fi.

Wi-Fi is proving popular for location 
tracking because users can leverage the 
existing Wi-Fi infrastructure; they don’t 
need to purchase standalone location 
reader devices or to tag devices such as 
laptops, scanners, or phones, which have 
embedded Wi-Fi. So far, Wi-Fi location 
tracking has gained the most traction in 
healthcare, where Wi-Fi infrastructure 
has already been deployed on a large 
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scale, and where there are many valuable 
assets to track, such as patient monitor-
ing devices and wheelchairs.

Applications, Not Technology, 
Drive Telecom Growth

As telecommunications and media converge, the focus will be on content and 
applications, says a new report on global digital media from Paul Budde Commu-
nications. To succeed in this new environment, service providers must revamp 
their marketing strategies and move away from their techno-driven approach.  

Some of the report’s highlights: 
- Changes in the telecommunication and media markets are being forced 

upon the industry by Internet media and VoIP companies, which are 
breaking down the old, monopolistic business models. 

- Broadband TV could double the amount of revenue from the top 25 
percent of users of high-speed broadband. 

- By 2008, video streaming technology will be mainstream and fully inte-
grated into any broadband service. 

- By 2010, the global market for video on demand will grow to over 350 
million households. 

- By 2015, 90 percent of all households in the developed market will have 
home media centers. Cable TV operators, telcos, consumer electronics 
and IT companies are all vying for the media center business. 

Video broadband services and interactive digital TV networks are new areas 
for advertising opportunities. Personalized media and one-to-one communi-
cation will be the predominant advertising mode using digital media.

Video and High-
Bandwidth Applications 

Drive PON, Ethernet 
FTTH Sales

Video, IPTV, and other high-band-
width applications are driving de-
mand for passive optical networks 
(PON) and Ethernet fiber-to-the-
home equipment all over the world, 
says Jeff Heynen, analyst at Infon-
etics Research. Worldwide sales of 
PON optical line terminals and opti-
cal network terminals reached $619 
million in 2005 and are forecast to 
grow to $2 billion in 2009, according 
to a new Infonetics Research report. 

The burgeoning Ethernet access de-
vice segment more than quadrupled 
between 2004 and 2005, and is 
forecast to jump from $91 million 
in 2005 to almost $682 million in 
2009. Similarly, after more than 
doubling between 2004 and 2005, 
the number of worldwide PON sub-
scribers is expected to continue surg-
ing, from 3.4 million in 2005 to 31 
million in 2009. 

PON, and particularly EPON, is 
very strong in the Asia Pacific region. 
In North America, Verizon’s BPON-
based fiber-to-the-home network, 
FiOS, is in full swing: at the end of 
2005, Verizon had already passed 
more than 3 million homes with 
FiOS. In Europe and the Middle 
East, Ethernet FTTH is strongest, 
especially in Scandinavia, where mu-
nicipalities and utilities are working 
together to deploy Ethernet FTTH 
networks.

Multimedia, Data-Rich Cell Phones Rapidly 
Dominating Asia Pacific Markets 

Cutting-edge mobile phones – cell phones integrated with various mul-
timedia and rich-data functionalities – are rapidly increasing their share 
of phones shipped in the Asia Pacific market, reports In-Stat. In 2005, 
more than half of the cell phones shipped to Asia had camera functions 
and nearly a quarter could play music. New products introduced in South 
Korea and Japan in 2005 included mobile digital broadcasting TV phones 
and cellular phones with alternative wireless broadband connectivity.

By 2009, the functionality and quality of music on mobile phones will be 
so much improved that music phones are likely to compete directly with 
stand-alone music players, according to In-Stat.

Broadband Properties Summit
September 11 - 13, 2006

Dallas Marriott Las Colinas

Call 877.588.1649 for more information.


