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In this article, an analysis is first given on the current situation of the Chinese broadband access market, based on which the author believes that ADSL is not only the current dominant access solution of this market, but will remain so in the near future. To break the domination of ADSL which is normally provided by telephone network operators, a new access technology, fiber-to-the-home (FTTH), can be adopted by other telecom service providers. The low-cost FTTH access solution is, therefore, of great interest to these service providers.  

1. Current Situation of the Broadband Access Market 

Since 2000, the competition in the broadband Internet access market in China has been intensive. Almost all domestic telecom operators, including the traditional carrier network operators as well as the emerging local network operators, have participated in the competition. Since 2001, ADSL, armed with such advantages as low cost and no extra wiring distribution needed, has been rapidly replacing the CAT 5-based LAN access and become the dominant access technology.

The current status and prospect of the various options for broadband access in China is tabularized as follows.

	
	CAT 5 LAN
	ADSL
	VDSL
	Cable Modem
	FTTH

	Present
	Deployment already slowed down. Less than 100k users in Shenzhen, and a few million national wide. Most service providers are tackling operational problems 
	Doing well, but bandwidth is limited (512K or 1M). 400k – 500k users in Shenzhen, and around 20M national wide.
	Commercial deployment not yet available.
	Not suitable for Chinese market, less than 70k users in Shenzhen, less than 500k nation wide, mostly in Shenzhen, Shanghai, Suzhou and Beijing.
	Commercial deployment not yet available.

	Near Future

(1-2 years)
	Expansion will be targeted at commercial buildings, expansion in residential neighbourhood not likely.
	Expansion can be  expected.
	Commercial deployment by telephone network operators is possible. 
	Expansion not likely.
	Small-scale commercial deployment is likely.

	Long Future
	This technology requires too many active nodes. Will eventually fade out from residential market.
	Expansion on-going within the next 3-5 years, will remain in existence for a long time.
	Not clear
	Gradually becoming obsolete.
	Will become the dominant solution for broadband access, larger-scale deployment expected.

	Potential Service Providers
	All
	China Telecom in the south.
	Telephone network operators.
	CATV operators.
	All


As shown in this table, the option of CAT-5-based LAN access is expected to be soon eliminated in the competition. As far as the cable modem is concerned, the bi-directional upgrade of the CATV network would face very high costs, because of the imbalanced household penetration of CATV in China. In addition, the high residential density and the technical difficulties such as shared bandwidth and funnel noise have hindered the use of the cable-modem-based access. This option will also become obsolete, given the fact that the user’s demand for bandwidth is ever increasing. VDSL is a higher-speed version of ADSL, which is not yet applied in China for the time being due to its technical immaturity, short operating distance and strict wiring requirements, although its future application is likely. ADSL, on the other hand, is the most popular broadband access option in our country, whose advantages include its technical maturity, lower network investment, stable bandwidth, etc. The larger-scale application of ADSL can be expected within the next three to five years, beyond which the expansion of ADSL is uncertain, but it is safe to say that it will not go obsolete in the near future.  

2. FTTH to be a Player in the Competition

As predicted earlier, ADSL will continue to be the dominant technology for the domestic broadband access market in the near future. Since ADSL (and VDSL) services are only offered by a few telephone network operators in the country, other telecom service providers will need a different technology to compete, a good candidate of which being FTTH. 

3. Market Competition Calls for Low-cost FTTH

The fiber-to-the-home (FTTH) technology has been widely adopted as a broadband access solution in Japan and the U.S.A, where the number of users now reaches around five million; whereas in our country, FTTH is still in its early stage and there has not been any commercial deployment so far.  Although the cost of the FTTH products is as high as 1000 U.S. dollars per line, the telecom service providers in Japan, the U.S.A and other developed countries manage to provide their FTTH services by charging relatively high service fees from the end users. For example, the monthly fee for an FTTH user in Japan is 5000-6000 Japanese Yen (equivalent to 400-500 RMB); and the monthly charge for an American FTTH user is 80-100 US dollars. The investment on the FTTH networks in these countries can usually be paid off in two to three years; whereas in China, there is a completely different business case. Due to the intensive market competition, the monthly access fees for the ADSL or CAT5-based broadband access in many cities are below 50 RMB, with the higher end at around 100 RMB in Shenzhen. Apparently, such a low tariff level cannot sustain the operation and maintenance of the FTTH network. Therefore, lowering the cost of FTTH is crucial for its application in China, and we estimate that a cost of 1000-2000 RMB per line or even lower would be reasonable for larger-scale FTTH deployment in the country. FirstMile is the first company in China to focus on the R&D of FTTH devices. Based on the market characteristics of FTTH, FirstMile has developed the OnAccess FTTH product series targeted at providing low-cost and flexible FTTH solutions within China. 

