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WHAT IS BROADBAND?
The Australian market has defined broadband as including a minimum download transfer rate of 256 Kbps. This definition is a lot less than many other countries where the average download speed is 400 Kbps or greater.  Perhaps a better definition of broadband is one that relates to the user experience: we could define this as the connection speed that provides the user with a fully interactive experience with the data application in question.  For most web browsing, a 256 kbps connection will meet this requirement but it is insufficient for the newer gaming applications and for certain file transfers.  One thing is clear however, as the applications evolve and become increasingly complex, broadband speed requirements will also rise.  Therefore, we believe 256 Kbps should be the minimum speed classification for broadband.  
LEVEL OF COMPETITION IN BROADBAND SERVICES
To be effective, competition must occur at multiple levels in the supply chain through the provision of multiple infrastructure suppliers, wholesalers & retailers.  Infrastructure (last mile access) competition is the most expensive to establish, but is the necessary driver of new technologies and the services they support.  Since cost prevents the establishment of a large number of infrastructure players, it is important that these networks are ‘open’ to multiple wholesalers & retailers such that they can compete effectively with one another.  In Australia, the current level of infrastructure based broadband competition is minimal, with Optus, using its cable network in certain parts of Sydney, Melbourne and Brisbane, as the only real arms length competitor to Telstra.  Optus has passed 2.2 million homes in these cities and Telstra has passed 2.5 million.  Even here, there is a large overlap between the two and not all homes are connected. To our understanding, there are no current plans to extend either of these cable networks.  Other infrastructure players achieve partial independence by co-siting equipment in Telstra exchanges, but do not enjoy a full control of the services they provide.
This sets the scene for a nationwide alternative last mile infrastructure carrier.  Personal Broadband Australia (PBBA) aims to ‘shake up’ last mile broadband access by introducing an radically alternative wireless access methodology that can compete head-on with the existing access providers and provide important differentiators such as broadband mobility.  Importantly, we view ourselves purely as a broadband access provider catering to a large number of wholesalers and retailers being completely agnostic to their brands.  

PBBA believes that the prospect of real competition at the access level will create a much larger demand for broadband services and allow Australia to recover from its current ‘broadband laggard’ reputation.  

PBBA will provide its services using its iBurst technology developed by ArrayComm Inc.  iBurst is a leading wireless broadband technology that offers a distinctive combination of high speed, mobility, wide area coverage and high base station capacity.  Whilst being an alternative wireless broadband infrastructure, iBurst is not a pure substitution technology; it complements and supplements existing offerings. For instance, PBBA believes it will redefine the broadband experience with its truly unique mobility aspect.   The Company will achieve these objectives by owning and operating the last mile of a carrier grade, easily deployable and cost efficient network. PBBA will leverage Australia’s mature and existing telecommunications infrastructure and resources. It will target the currently under served segments of the Australian consumer and corporate Internet access market by adopting a wholesale business model and selling via distributors.  The internet access suite of products will be supplemented with complementary value added services.
Services will be deployed under a dedicated single nationwide radio spectrum license acquired by PBBA through the 3G auction in March 2001.  These services will give customers high speed, low cost broadband access to the Internet, e-mail, virtual private networks and other applications while also giving them complete freedom to move – “When ever you want, where ever you are”.  PBBA’s Vision is to unshackle the Internet and to deliver the promise of wireless data communications whilst our Mission is to liberate data communications in the same way the mobile phone liberated voice telephony.  
From a service perspective, the unique features of the iBurst System include:

	· Speed: Up to 1 Mbps data connectivity provides a fast broadband experience even when on the move.

	· Access: Wide area wireless access means that the service is available wherever the user requires it - no need to seek out “hot spots”.

	· Capacity: Unique spatial processing feature allows multiple re-use of the same spectrum yeilding exceptional capacity from just 5 MHz of spectrum.

	· Availability: Always on connectivity provides secure and immediate access to the Internet and Corporate services “when ever you want”.

	· Simple: The service is fully compatible with existing laptops, PDAs and desktop computers - no upgrades or new computing devices required. Unlike 3G, applications and content do not need to be modified.

	· Security: Supports sophisticated encryption and authentication.


Further competition in wireless broadband services is also likely to appear and we consider that the market as a whole will benefit from this.  For instance, PBBA anticipates competition from Unwired Australia Pty Ltd.  Unwired has now selected Navini, an alternative technology to iBusrt and whilst Unwired is a direct competitor of PBBA, we see their selection and trial of the Navini technology as a positive for the promotion of wireless broadband access in this country.
PBBA believes broadband infrastructure competition will be one of the major drivers in increasing the uptake of broadband technology. There will be some false starts as customers become accustomed to the limitations of various offerings. False starts such as LMDS and Airspan should be seen as the natural development of a new industry rather than as limitations in the potential of wireless broadband. No one is ever going to deploy another wide area wired network in the capital cities and major regional centres. At the same time, we encourage the development of the existing fixed broadband infrastructure as it will simulate the wireless market.
IMPEDIMENTS 
The supply side is the dominant impediment to the uptake of broadband technology.  Whilst Telstra is an easy target in this debate, the existing copper network was only designed to carry voice and simply is not designed for the supply of broadband. The following problems with their network are well documented:
· Rim blocked areas;
· Pair gain impediments;
· Distance from the exchange (3.4 km or less);
· Not available to multi-dwelling apartments; and
· Age of the copper network affecting its quality.

As a result, broadband has a poor image in terms of both availability and service quality and we believe this is a contributing factor to broadband’s low adoption rate.   Australians have only relatively recently started to become aware of the benefits of broadband.  Telstra only began widely advertising its broadband services in the last year.  We are seeing that people have yet to change their habits and fully appreciate the benefits of broadband access. On top of this, poor consumer experiences with broadband services for those who can get ADSL have been an impedient. Difficulties with the installation process coupled with the poor network availability have made customers a lot more forgiving of the slow data transfers speeds of dial up. Word of mouth is an important factor with the take up of a new service.
Telstra claims that ADSL is now available to 75 % of the population. The observations of PBBA in the market place however are that over 30 % of consumers who want the service are unable to get it.  The substantial upgrading of the fixed wire network, a $ 5 billion investment, should be driven by market forces rather than government subsidies.
There is limited competition to Telstra in specific regional areas from smaller players such as TransAct and Neighbourhood Cable.  Even in the relatively high population areas that these companies cater to (Canberra and Geelong respectively) there would appear to be only a marginal business case.  PBBA believes that wire line solutions are not economically viable in rural areas and the solution to the last mile problem can be addressed by a number of wireless solutions.  An impediment to investment, and therefore competition, in these areas is the high cost of backhaul transmission.  Rural backhaul prices need to become affordable and match city prices.  Internet retail pricing is not distance based but backhaul is.  PBBA will consider investing in regional centres where the population exceeds 10,000, given available spectrum and that backhaul becomes affordable.  Scale will also be an important factor.
Rural and regional subsidies have traditionally only funded infrastructure deployment. The majority of these funds have flowed to Telstra as an incremental boost to their CAPEX. They already have existing operating and maintenance costs to support this infrastructure. Future government subsidies should also fund certain prohibitive operating expenses such as the high cost of distance priced backhaul.
Investment in new broadband infrastructure has been negligible because of limited capital.  Investors are afraid of competing against the incumbent with its monopoly.  The telecommunications space has been over saturated and it is difficult to raise the funds required.  
Impediments to the take up of broadband can also be attributed to the demand side.  There is a lack of understanding as to the productivity gains that can be made from using broadband and associated real costs.
THE IMPACT OF TECHNOLOGY CONVERGENCE ON COMPETITION
No single broadband technology will provide all the answers.  In reality it will be a combination of wired and wireless solutions that will ultimately deliver customers the full benefits of broadband services.  Wireless broadband is extremely attractive to the end user as it has the potential to provide a broadband connection wherever they live or work, whenever they want.  In practice, most customers will adopt a complementary set of wireless and wireline broadband services to meet all their broadband and data needs.  The market as a whole will benefit from competing technologies.  The continued deployment of both fixed and wireless solutions will be needed going forward.  However, as the need for mobility increases, wireless services may well start to become the only solution for many customers.
Those companies that promote the “right technology for the right job” are more likely to succeed.  Universal devices that purport to do all things for all people do not do any of them well.  There is no Holy Grail of solutions.  Wireless Local area network (WLAN), Wi-Fi or 802.11b is not a panacea for wide area coverage but an excellent technology for what is was originally designed to do, that is provide short range wireless access for corporates or consumers within their office or at home.  It was not designed to provide “hot spots” or worse still “Lilypond” networks.  Similarly, 3G is primarily going to be used for voice as that is the primary purpose of a mobile phone.  Consumers will also use 3G as a relatively narrow band service for small packets of data.  A mobile professional will never send emails with reasonably sized attachments via a 3G phone on a regular basis as at the speed is frustratingly slow and cost is too prohibitive.
PBBA see that bundling by the large full service carriers may be a potential problem for broadband only network providers. We will rely upon the general competition laws of the Trade Practices Act and look to the ACCC in the event of any anti-competitive behaviour. 
OPPORTUNITES TO MAXIMISE THE CAPACITY AND USE OF EXISTING BROADBAND INFRASTRUCTURE
For PBBA the opportunity is not just the existing broadband infrastructure but rather other existing infrastructure such as towers, roof tops and backhaul transmission.  PBBA does not have to build any greenfield base station locations but is able to leverage of existing 2G and 2.5G mobile phone locations.  The provision of cost effective backhaul solutions is critical to ensure the development of broadband services beyond the metro areas.  Significant capacity to regional areas does exist (or can be easily provisioned) but it is essential that this becomes available at economic rates.  The Internet is the first telecommunications service to completely eliminate distance based charging (national or international) but for access providers to provide these services to remote areas their costs must be driven by the same philosophy.  
RECOMMENDATIONS 
1. 256 Kbps should be the minimum speed classification for broadband.
2. On top of the Federal government’s $142.8 million regional broadband funding initiative, it conditionally makes available rural and regional 3G TDD spectrum on a primary user, apparatus licence basis i.e. location specific.
3. Government subsidies should not be restricted to infrastructure deployment. Prohibitive operating costs such as distance based regional backhaul transmission should also be funded.
4. No government funding should be provided to Telstra to assist in its broadband enabling network upgrade. This should be left to normal market forces such as the Telstra’s ADSL demand register.
5. Structural regulation of the industry by the government should be limited.

6. As Wi-Fi is not a persuasive technology, it should not be encouraged for anything beyond what it was originally intended for.
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