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1. KEY POINTS
Thecurrentinquiry might suggeststhatwirelesstechnologiescanbeusedto broadenthemarketfor
much largerdeployment forexample,as analternativeto Telstra’sfixed broadbandnetwork.While I
would hopethatopportunitiesdo existfor 802.11andotherbroadbandservices,they havenotsurfaced
asyet.

Admittedly thetechnologyproducesgreatresultsin alaboratoryenvironment(802.11claimsto beable
to coverdistancesof upto 10 kms),butoverthe last20 yearsI haveseenatleast25 wirelessdata
technologieswhich havemadesimilarpromises(includingsatellite;MMDS, LMDS, WAP, GPRS,
3G); butnoneofthemhavedeliveredbeyondnichemarkets.

My assessmentofwirelessbroadbandis thatit is a greattechnologyfor its nichemarket(802.11for
businesstravelers,satellite forremoteusers,etc)but is absolutelyunsuitedto large-scaleandhigh-
densityservices.

Our forecastindicatethatwirelessbroadbandin generalwill notrepresentmorethana20%to 30%
marketshareofthetotalbroadbandmarketby 2010— while satellitewill takeup atleast70%-80%of
this. Thereis no indicationwhatsoeverthat technologiessuchas 802.11havemassmarketpotential—

thetechnologywasneverdesignedformassdeployment.

2. THE PROMISES OF WIRELESS BROADBAND

2.1 BUSINESSACCESS

Wirelessbroadbandallowsnewoperatorsto avoidthestrangleholdthat the incumbentcarrierhason
the local accessmarket.As thetelecomsmarketis rapidly movingin the directionof broadband,the
stakesaremuchhigherthansimpletelephonecalls.Evenif you getTeistra’scooperationit cantakeas
longas sixmonthsbeforebusinesscustomersin CBDscanbeconnectedto anfibre network. In areas
wherewirelessbroadbandis available,this canbedonein days,sometimesevenwithin hours.

Customerdemandfor morebandwidthandregulatoryemphasison deregulationandcompetitionhas
boostedinterestin wirelessbroadbandasanalternativeaccesstechnologyto thelocal loop.

2.2 BYPASSING THE FIXED LOCAL LOOP
As competitionopensup manytelecommunicationsmarketsectors,thedifficulty andexpenseof
deployinga fixednetworkhasled to abottleneckin the local loop. This favoursthe incumbent
telecommunicationscompaniesandcablecompanieswho chargehighratesfor broadbandaccess.

It is estimatedthat60% of all wirelinerevenuesare comingfrom access,Telstrahasa 90%
marketshare.

2.3 CLEAR BENEFITS
It isthereforeobviousthatnewtelcosare looking for opportunitiesto enterthemarketthrougha
wirelesssolution.Sofarhowever,this hasbeenfar from successful.

Thisdespitethefactthatwirelessbroadband,oncedevelopsinto a trulyversatilebroadband
communicationsmedium,couldoffer thefollowing benefits:
• it is cheaperthan awiredsolution;
• it is fasterto implement;
• it canbeconfiguredfor oneor moreapplications.
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Newhigh-frequencydigital networkscanevenprovideatwo-waybroadbandpipelineformultimedia
servicespromisingdigital television,interactiveentertainment,fastInternetaccessandcommercial
datanetworkingservices.Wirelessbroadbandwill positionitself asa providerof entertainmentand
dataserviceswherethereis a strongdensityofhigh spendingresidentialand/orSME(small-medium
sized)businesscustomers,orwherecableinstallationis notcost-effective.

3. THE PROBLEMS
Therearemanyreasonswhywirelessbroadbandhasnottakenof in thewaythatmany hadhopedand
envisaged.

3.1 DOZENS OF COMPETING TECHNOLOGIES

First of all thereis notonetechnologybutat leasta dozen(evenmorewhenyou countall the
entrepreneurswhohavecomeup withtheirown uniquewirelessproductsandservices).Eachofthese
technologiesofferveryspecificbenefitswhich couldmakeit anidealnichemarketapplications.
However,telecommunicationsis aninterconnectedworldandveryfew customersarethrilled to usea
proprietarysystemthatvery few otherswill use.Thereare alreadymorewirelesstechnologiesthatare
obsoletethantheonesthathavesurvived.

Non of theonesthathavesurvivedhavebeenableto grow anywherebeyondnichemarkets(including
satellite;MMDS, LMDS, WAP, GPRS,802.11).AAPT’s andOptus’ LMDS networksarenot
deliveringthebusinessresultsthatwerepromised,Austar’sinteractivewirelesstrials havecometo a
standstill,WAPhaswell andtruly flopped, GPRSis anothertechnologywaiting for customersandit is
doubtful if 3G will everbe deployed,certainlynotto the level thateverybodyhadexpectedat thetime
of thevariousmulti billion dollar auctions.

3.2 QUESTIONABLE QUALITIES

Nextis thetechnologyitself,wirelesswill neverbeableto matchthereliability, quality androbustness
that fixed line offers.Thismeansthatwhenthereis anoption, fixed solutionsareoftenpreferred.Other
elementshereincludesecurityandcoverage.Admittedlymostwirelesstechnologyproducesgreat
resultsin a laboratoryenvironment,but in real life situationtherealwaysseemto ‘unexpected’
problems.

3.3 THE ECONOMICS OF WIRELESS

Thantherearetheeconomics.Wirelesstechnologieshavebeenin usein Americasincethe I980sand,
if theAmericansthoughtthey couldmakebiggerbucksoutof it theywould havedoneso. In areas
wherewirelessmightmakesensethereoftenis not the investmentmoneyneededto build such
services.Withoutmassivegovernmentsupportthedevelopmentof wirelesssystemin mostruraland
regionalareasin Australiawill neverhappen.Andratherthansupportingsuchsystemsthe government
in 2001 missedan opportunityby playing it safeandselectingTelstrafor two largescaleregional
projects,fundedundertheUniversalServicesObligationFund. Theothercontendershaddeveloped
uniquewirelesssolutionsthatwereseenby thegovernmentasto risky.

Therealityof wirelessbroadbandfor at leastthe foreseeablefutureis, that it is bettersuitedfor niche
marketdeployment.Thereis absolutelynothingwrongwith that. To thecontrarycompaniesthatare
ableto harnessthecustomerbenefitsof thesetechnologiesandwho arebuilding the rightcustomer
basesaroundthemwill beverysuccessful.
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4. OPPORTUNITIES

4.1 SLOW MOVING INCUMBENTS
Noneof the incumbentwirelineplayersareseriousaboutprovidinglarge-scalebroadbandservicesto
Australians.Telstraistalkingaboutonly 650,000ADSL usersby 2005;Optushashaltedtheupgrade
of its cablenetwork;Packer,MurdochandTeistraareforeverquarrellingaboutFoxtel;andthe
governmenthasmadea completemessof digital TV.

In themidstof all this disarray,weestimatethereexistsanunmetdemandfor theserviceof overone
million residentialandbusinessusers.At theright price, andif thenetworkswereavailable,theseusers
couldbe connectedwithin 1-2 years.And oncebroadbandis in peoples’homesandbusinesses,there
will be a contentbonanzafor thosecompanieswho havecustomerrelationmanagementsystemsand
areequippedforpennission-basedmarketing— thebroadbandoperatorscouldat leastdoubletheir
revenueby providingthesecompanieswith thefacilities to establishone-to-onemarketing
opportunities.

4.2 RooM FOR A 20% MARKETSHARE

We estimatethatevenwhenthe fixed networkoperatorsfinally gettheir acttogether,therewill still be
a marketavailablefor thewirelessoperators.Cablecouldbe deployedin acommerciallyviable
mannerto between60%-80%ofthepopulation.Thiswould providethe wirelessoperatorswith a
marketshareof atleast20%.
However,it is highly unlikelythat thefixed operatorswill cable60%of all householdsbeforetheend
of this decade.By the sametoken,it is highly unlikely that commerciallyviable broadbandservices
couldbedeliveredtothe other40%within this decade.Thiscould leavea largeproportionofthe
Australianpopulationwithoutaccessto theinformation highway.

5. HIGH-SPEED OVER DIGITAL CELLULAR
Newdigital cellulartechnologiesaregoingto providehigherspeedwirelessservicesaswell. By late
2000thefirst GPRSservicecameinto operation.Teistrais leadingthefield here.However,very little
progresswasmadeduring2001 andthis situationremainedunchangedby mid 2002.Hutchison
initially indicatedit wouldbuild a dedicatedGPRSnetworkfor businesses,however,theycancelled
this andembarkedon 3G. It plansto havethis in operationby 2002.

Thenextbig developmentsarebasedon thenew3G technologies.Massiveincreasesin mobiletraffic
will leadto moreandbetterinfrastructure.Thesenetworkswill startarrivingby 2003-2005.However,
it is highly unlikelythatcellular-basedmobile networksare goingto play amajorrole in thehigh-
speedfixed-wirelessbroadbandmarketasanalternativeaccesstechnologyfor superhighwayservices
to homesandbusinesses.

6. WIRELESSLANS (IEEE 802.11)

6.1 INTRODUCTIONS
With newwide spectrumtechnologiessuchas802.11,theunlicensedspectrumsetasidecansuddenly
becomeeconomicallyviable for usein respectofcommercialservicesaswell. In theearly I 990stelcos
first begantouseit to delivertelecomservices— especiallyInternetaccessto customersin CBDs.
Australianoperationswerelaunchedin themid-1990s(Horizon andOmniConnect),andAgile in
Adelaideandmanyotherregionalplayerssoonfollowed.

Exhibit 1 — Applications

free’ high-speed Internet access _________H
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• Internet account sharing
• Members run services çgames, radio, TV)
• Video conferencing
• Neighbourhood securityservices and other community based services
• Free local phone calls, using VolP on the network

With therenewedinterestin wirelessservicesarangeof newtelcosandserviceprovidersall jumped
ontheIMS bandandstartedto useit for their services.Themajorityof thesenewplayersareusingit
for high-speedInternetservices.However,astherearefew rulesandregulations,servicesin mostCBD
areasgot quickly congestedandthequalityof theservicemakesit verydifficult to providequality
basedcommercialservices.Furthermorethereis still a lackcarriergradetechnologythatcanbe usedin
this spectrum.Thecostof entryis verylow, accesspointscanbeestablishedat $2000eachanduser
terminalscostbetween$300and$800,pricesarestill dropping.This bringsthetechnologywithin
reachofradiohobbyists,notunlike theradiohams.Someentrepreneurialhobbyisthasmovedinto
semi-commercialoperations.In all severalthousandinterestedindividualsareestimatedtobe involved
in this emergingmarket.By2002,therewereat leasta dozenof suchnetworksin operationaround
Australia.

Someserviceprovidersarefurthermoreoversteppingtheboundariesof IMS andseveralcomplaints
havebeenmadeto theACA. So farhowever,very little actionhasbeenundertaken.At the sametime
thefactthatanyoneprovidingaccesstotheInternetdoesrequirea licenceis a realdamperonpotential
developmentsin Australia(theserestrictionsdon’tegnotapply in theUSA).

It will alsobea bravegovernmentthatwould wantto takeawaythis spectrumfrom theseradio
hobbyists.

6.2 GREATNICHE MARKET OPPORTUNITIES

I havebeenanadvocateofthe802.11serviceeversinceits inception,asI canseearealbusiness
opportunityfor it in thenichemarketof businesstravellers.However,installingit at airports,hotels
andothervenueshasbeenaveryslowprocess.Telcosusedto look afterthefundingfor suchprojects,
butthesituationhaschangedandthevenuesthemselveswill nowhaveto becomeactivelyinvolved in
thefundingprocess.

A countrylike Australiais well-positionedto profit from 802.11asthereare relativelyfew venuesthat
needto becovered(5 airportsand,let’s say,a dozenotherbusinessvenuesin eachof thecapitalcities)
to achievea goodoverallbusinessservice. Imaginetrying to dothis in theUSA — you wouldhaveto
coverthousandsofvenuesto establishevena reasonablenationalservice.

However,progresshasbeen— andwill continueto be— made,andI canstill seeagoodfuture for this
technologywithin itsnichemarket.Newdevelopmentsarehelpingthespreadof 802.11.Nokiaand
Sonerain FinlandhavedevelopedroamingtechnologiesbetweenGMSand802.11.This hasto be
lookedat in the light of Europe’scurrentsearchfor 3G alternatives.Also, theentryinto this marketof
largermobile companiessuchasVoiceStreamis boostingthe technology’scredibility.

6.3 THE TRAVELLERSMARKET

Despitethehighlevel of growthexperiencedby theInternetandthe laptopoverthe lastfive years,
convenient,fastandeasyto useaccesstotheInternetor companyserversis still not readily available.

This is especiallythe casein countrieswith low-gradetelecommunicationsinfrastructure.Travelling
businesspeopleare oftenfrustratedwhenattemptingto communicateremotelytotheir office through
inconvenient,slow,unreliableandyethighly pricedfacilities.

Severalcompaniesarenow installingandoperatingthesewirelesslocal areanetworks(LANs) in
strategicallyselectedaccesslocations,which initially will includeinternationalhotelsandairlineclub
lounges.Therehasbeenquitea rushin theUSA, withdozensof companiesbecominginvolved in this

PaulBuddeCommunicationPlyLtd, 2002



Submission to Wireless Broadband Inquiry 5

market. Sofar in Australiatwo companieshaveestablishedthemselvesin this niche— SkyNetGlobal
and inter-touch.

6.4 NOT SUITABLE FOR LARGE SCALE DEPLOYMENT

The currentinvestigationsuggeststhatthe802.11technologycanbeusedto broadenthemarketfor
muchlargerdeployment— for example,as analternativeto Telstra’sfixed broadbandnetwork.While I
would hopethatopportunitiesdo existfor 802.11 broadbandservices,theyhavenotsurfacedasyet.

Admittedlythetechnologyproducesgreatresultsin a laboratoryenvironment(802.11claimsto beable
to cover distancesof up to 10 kms),butoverthe last20 yearsI haveseenat least25 wirelessdata
technologieswhich havemadesimilarpromises(includingsatellite;MMDS, LMDS, WAP, GPRS,
3G); butnoneof themhavedeliveredbeyondnichemarkets.

My assessmentof 802.11 isthat it is a greattechnologyfor its nichemarket(businesstravellers)butis
absolutelyunsuitedto large-scaleandhigh-densityservices.

I abideby my earlierpredictionsthatwirelessbroadbandin generalwill notrepresentmore thana20%
to 30%marketshareofthetotalbroadbandmarketby 2010—while satellitewill takeup at least70%-
80%.Thereis no indicationwhatsoeverthattechnologiessuchas 802.11havemassmarketpotential—

thetechnologywasnotdevelopedformassdeployment.

This is notto saythat its potentialshouldnotbe explored.On thecontrary,I would welcomethe
currentinvestigation.

7. LOCAL MULTIPOINT DISTRIBUTION SERVICES (LMDS)
LMDS is, in fact,a form ofwirelesslocal loop (WLL) andrepresentsanentry opportunityinto
telecommunicationsfornon-traditionalserviceproviders.As LMDS canbeusedforpoint-to-
multipointvoiceanddataservices,payTV, high-speedInternetaccessandwirelesstelephony;it is the
first opportunityfor convergedserviceproviders,whethertheyare Internetserviceproviders,fixed-
telecommunicationsserviceproviders,cableoperatorsor electricutilities.

It wasthoughtthatcompetitivepricing couldpropelLMDS into thebusinessmarket,however,with the
currentbandwidthglutthis opportunityhasrapidly evaporated.Thetechnologyalsooffers companies
theability to spreadtheirrisk in caseoftelecommunicationsdisruptions.Nowadaysweregularlysee
majornetworkfailures,duringwhich normalservicesareseverelydisruptedor cut,forhours,and
sometimesevendays.In our e-world this becomesincreasinglyunacceptableand,while theoperators
will haveto lift their gamein this respect,I believethatusersalsohavea responsibilityto protecttheir
companiesfromthesedisruptionsby makingsurethatalternativesarein place.Thisis whereLMDS
canplay a key role.

While therearegoodopportunitiesfor thetechnologytheywill alwaysconcentratearoundniche
markets.It is highly unlikely that it will beusedfor largescale,highdensityservices.

BuckettyMay 2002

PaulBudde

ManagingDirector

PaulBuddeCommunicationPty Ltd, t/asBuddeComm
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