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Early Bird Registration now open for Australia’s premier telecom event
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Early bird registration available now: http://bit.ly/vEAYjS8

Stay at the Westin for convenience and value.
Special offer. Register here: http://bit.ly/ulFGrl
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- Fluid Experiences on Liquid Networks
(“Worms ate my network”)

Australia is entering the “post-broadband” era. Operators no longer control the value
chain and devices and independent applications are important as the customers are
connected over a range of networks - a mobile network on the way to work, Wi-Fi at
work and the fixed network at home. This is a whole new “can of worms”. Operators
must come to terms with the surges of demand as customers pile into trains, pull out
the smart phone that was released just last month and start watching the “Over-The-
Top” streaming video service that just arrived in Australia. The demand changes
continuously and the customers experience how the network is coping on their
devices minute by minute as the train gobbles capacity from base station after base
station like Pacman or the Worms of the last generation’s handheld games.

Customers expect fluid experiences as they move from place to place and even
network to network. One passenger on the train picks up reading a book from one
device to the next — opening automatically at the same page synchronised via
networks. Another carries on a long conversation as the phone shifts from cellular to
Wi-Fi at work. Yet another finds the movie that they started watching on the media
player and large screen TV at home can be finished on a tablet on the train. It is
becoming a world of fluid experiences on liquid networks.

Access network capacity has to be more liquid than ever before and the customer
relationship and experience will only be fluid if the core network is designed around
this goal. Kalevi Kostiainen, Managing Director for Nokia Siemens Networks,
Australia and New Zealand, will describe the changed environment and how
infrastructure has to be even more carefully architected to accommodate the
dramatic changes in unpredictable requirements. The fixed and mobile access
networks need to deliver the speed and gigabytes, but the operator’s core network is
taking on a much greater role in maintaining the customer relationship and growing
revenues beyond access.

“Honey, | lost my Telco!” was the new concern last year as operators started to
grapple with the changes around devices. This year there is an added concern as
demand surges and changes. “Worms ate my network” could be the CTOs complaint
in 2012 if action isn’t taken quickly.

Copyright Nokia Siemens Networks. All rights reserved.



Will the lower paid really pay for fibre?

ccording to the latest
Australian Bureau of Sta-
tistics (ABS) 2010- 11

survey around 1 million Australi-
an households now use mobile
broadband as their ‘main type’ of
broadband connection - 16% of
Australia’s 6.2 million broadband
households.

This marks a significant in-
crease since the 2008-09 survey
when only 7% of broadband ena-
bled households were using wire-
less (mobile) as their main broad-
band connection.

The surge in the use of mobile
was to be expected given the bu-
reau’s mid year ‘Internet Activity
Survey’ which found there were
now more mobile broadband
than DSL connections.

This rapid growth in mobile
connectivity has implications for
the NBN as the Greenhill Cali-
burn review of the corporate plan
stressed twelve months ago. The
NBN’s business case rests on de-
mand for fixed line services being
maintained with no more than
13% of occupied premises being
wireless only by 2025. Both the
government and NBN Co are
sensitive to increased interest in
mobile broadband and have been
at pains to stress that the sheer
volume and growth of data being
downloaded demands fibre.

Their argument that fibre and
wireless are complementary has
obvious merit and there seems lit-
tle question that the ability to
bundle mobile and fibre deliv-
ered broadband will be a critical
to ISP success in the NBN era.

So should these latest findings
from the ABS be of concern to
NBN Co? Yes but not necessarily
solely because of the threat of
wireless only households. Just be-
cause 16% of broadband house-

holds currently identify as mobile

only doesn’t mean they are
locked in as wireless only house-
holds.

There may be a number of fac-
tors at play not least of which is
the impact of, as CommsDay
founder Grahame Lynch else-
where described it, the six year
capital strike that has prevented
investment in fixed broadband.

Households especially on the
urban fringe unable to get ADSL
because of broadband blockers
may have been forced to use mo-
bile services.

Once available they will proba-
bly take fibre services especially if
they have school aged children ,
the demographic that has the
highest broadband take up.

Overall the impact of mobile
may, as ['ve previously suggested,
be more subtle in a large part of
the market than direct substitu-
tion. The real question is will
households, and not merely those
using mobile as their main broad-
band connection, be willing to
give up their wireless service to
pay for the more costly higher
speed services which are critical
to the NBN’s success.

Many households may chose a
complementary package of entry
level or moderate speed NBN ser-
vice and wireless but may not be
able to afford very high speed fi-
bre based broadband and wireless
- although the two may be com-
plementary they are competing
for a relatively fixed household
telecom budget.

ABS household expenditure
surveys shows that whether high
or low income, households spend
around 4% of their budget on tel-
ecommunications services and
that’s not changed significantly
since mobile voice became a mass
market in the late 1990s.

What has occurred in the last

decade with fixed line demand is
that as the price of voice has fall-
en expenditure on broadband
has increased. This is reflected in
industry figures which show total
fixed line revenues for basic ser-
vices have been flat at around
$11 billion a year. Unless there is
a compelling value proposition in
very high speed broadband then
consumer spending may not grow
for fixed line services given the
attractions of mobility.

Therefore whilst it is reasona-
ble to assume that with telecoms
expenditure of around $240 a
month high income households,
those with yearly income above
$120,000, will have little difficul-
ty in paying for premium NBN
services, middle and low income
households may be squeezed by
their spending on mobile broad-
band and chose not to move too
far up the NBN value chain.

There are currently 2.2 mil-
lion households or 22% of Aus-
tralian households with incomes
of less than $40000 a year.

If half of these have no inter-
est in the NBN then it would re-
duce expected annual revenues
by 2021 by at least $380 million
taking into account continued
growth in the number of house-
holds.

At 6% of revenues this may
not be fatal to the NBN but cou-
pled with a possible shortfall in
the demand for higher speed ser-
vices from middle income house-
holds it could create problems
given the sensitivity of the NBN'’s
business case to any shortfall in
revenue.

Consequently despite what
the government might claim it
seems the rise of mobile broad-
band will pose a challenge to the
NBN and it’s a challenge that
needs to be monitored.
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