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INTERNATIONAL INTERNET BANDWITH IN ASIA-PACIFIC
ITU-NEWS 2002.10

The AsaPadific regioniswitnessng an explogon of internationd Internet bandwidth. Capeacity on Internet
links connecting Asa-Pacific to the world have skyrocketed more than eghtfold over thelast two yearsfrom 8 to 65
gigabits(Ghit/s) by theendof 20011  Internationd Internet capacity in the region now far exceeds conventiond

telephone capacity (seeFigure 1).
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Thisisan agonishing achievement congdering that just afew years ago, AsaPadific dill had the bandwidth
blues. The price of Internet bandwidth was dear and countries had to pay for the cogt of thefull link to the United States,
the number one destination of choicefor Internet connections. Nat only did the United States host the Stes userswanted
to surf to, it was dso the most popular trangit point for Internet traffic. Audtrdia complained that it was subsidizing
United Sates Internet sarvice providers (1SP). New Zedand waslosing e-commerce businessto companieswho
would prefer to hogt their websitesin the United States, wherethey would get more bandwidth for lessmoney. . 2
Some countriesin the region turned to methods like caching (storing popularly accessed Web pageslocdly) to reduce
the need for usarsto surf aoroad.

AsaPacific wasthe most vocd region about what it cals*” Internationd Charging Arrangementsfor Internet
Sarvices” Theregion passed anumber of resolutions caling for amore equitable digribution of internationd Internet
connectivity cods But latdy, thisissue has not been as publicized and ASaPacific Internet connectivity hasgrown
rapidly. What has changed and driven thismassive boost in capecity?

Oneisabandwidth glut. Some hdf-dozen fibre-optic submearine cables have been completed in the region over
thelast few years. One example, the Audirdia-Jgpan fibre cable, which connectsthe two countries and isinterconnected
to submarine cables heading to Europe, other Ada-Pacific points and the United States, has adesign capacity of 640
Ghit/s, “more than 500 times the capacity currently availablefromor to the East coadt of Audralia” 3

A second trend isliberdization. Mot of the region’ s advanced economies dlow competition in theinternationd
Internet bandwidth market, which has driven down the costs of connectivity. For example, the Internet Initiative of
Japanis paying onetenth of what it used to pay five years ago for Internet connectivity (see Figure 2).

A third trend isthet telecommunication operators got more comfortable with the Internet. Many had inherited
academic networks and were new to theworld of the Internet. Over time, they have begunto redize that their own
traditiond dircuit-switched networkswould evolveto Internet networks. Thesetraditiond tdecommunication operators
arenow investing heavily in Internet infrastructure.

Onefocus has been on end-to-end connectivity. If you haveto pay for thefull cogt of acircuit, you might aswell
ownthewholelink. Themost dramatic exampleis Japan’ sSNTT purchase of Verioin August 2000 for USD 5.5 hillion.
Verioisoneof theworld' slargest Web hosting companies with an extensive Internet back- bone. The purchase
provided NTT with aningant internationa Internet network, including direct access pointsin the United States. Rdlated
tothisareregiond dliances and cross-holdings dlowing companiesto leverage partner linksin order to reduce cost and
duplication. For example, Hong Kong, Chind s Pecific Century Cyber Works (PCCW) and Audrdia s Tdstra
combined ther Internet backbonesto form Reach. Another exampleis | SPs using the Internet backbones of their parent



companies. &i Lanka Telecom, for example, has Internet connectivity to Jepan viaitspart owner NTT while
LankaCom, ancther ISP, has afour Mbit/s connection to Singapore viaitsowner SingTd.

Figure 2 — Price of international bandwidth from
Japan to the United States per T Mbit/s (USD). per year
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A big boogt in Internet connectivity isincreesngly cdebrated asasignificant event in most countriesthroughout
theregion. TakeIndid sincumbent internationa operator VSNL, which proudly announced in April 2001 that it had
reeched 1000 Mbit/s of internationd Internet cgpacity, amgjor milestone: “ The achievement of 2000 Mbit/s of leased
connectivity isalandmark for India...” 4 Theincreasein bandwidth was dso significant since Indianow hasmore
Internet than voi ce td ephone capecity. Or take Hiji, which hasthe good fortune of being alanding point on the new 30
500 km+long Southern Cross Cable, which dso links Augtrdiaand New Zedand to Hawai and the United States West
Coadt. Fiji gpent USD 22 million to connect to Southern Crass, one of the biggest invesmentstheidand nation has ever
mede. The Chairman of Fiji’ sinternational telecommunication operator FINTEL, noted: “The Significance of the
investment should not be under emphasized. . theimpact of the project will befar reaching. . it will influenceinvestors
decigonstoinvesinFiji.” 5

But not dl countriesin the region have participated in the bandwidth boom. While some nations have gigabits of
connectivity others get by on less bandwidth than an average Asymmetric Digital Subscriber Line (ADSL) connection.
Two groups of countries are particularly suffering, cursed by unfavourable geographic locations. One group indudes
land-locked Adan nations such asLaosP.D.R or Nepd that cannot benefit from undersea cables. The other group,
Pecificidand nations, liestoo far away from main submarine cableroutes. These nationsfind thermsavesin agtuation
wherethey rdy onlower qudity and high-cost satellite connections. Ancther factor affecting these countriesis
economiesof scae. Whilethe cogt of bandwidth is coming down, the savings are particularly sgnificant when you buy
megabits of it. Smaler nations do not have the resources to buy large amounts and thus pay higher prices. For example,
ITU ressarch suggeststhat countriesin South Eagt Asiaare paying between Six and seven times more than what Jgpan
paysfor internationd Internet bandwidth. Thereisaso alack of trangparency in bandwidth pricing and vendorstend to
not publish ther prices

What isthe remedy for bandwidth crippled nations?

Oneway of reducing cogsisto open up markets. While some countries professto have open Internet markets
with no redrictions on the number of ISPs, inredlity they are condrained. 1SPs are not alowed to directly procuretheir
owninternationd capacity and must ingtead obtain it from the monopoly gateway provider, typicdly theincumbent
telecommunication operator. In ather countries, dthough 1SPs may befreeto obtaininternationa connectivity, itisonly
for ahdf circuit and they mugt obtain the other haf from the incumbent operator.

Another way isto reduce the volume of outgoing Internet traffic. It isabsurd for e-mails between two usersin
the same country to betrangted through atthird country. This can be avoided by the use of anationd Internet exchange.
Inthe case of Indonesia, | SPsetimaethat haf their operating costs go towards establishing internationa Internet links.
The ndion’sInternet Service Provider assodiation, in cooperation with Cisco, built anationd Internet exchangefor 1SPs
to keep their nationd traffic from leaving the country. Asaresult, | SPs esimate they have reduced the cogtsfor
internationd linksby some15percat. 6

A third method isto develop asymmetric links. Thisisbased on the assumption that incoming traffic (eg., Web
pagesfrom abroad) will be greater than outgoing (eg., aonelinewebste address). A number of 1SPsin the region have
thusarranged for Internet connections viasadlite where they have moreincoming than outgoing bandwidth to reduce
their cogts. One drawback of thisapproachisthat it isnot ided for dectronic commerce. Thereason isthat overseas



userswill find it dower to access Web pagesin the country that has asymmeric links snce they will haveless
bandwidth available.

A fourth solution would be for countrieswith smal marketsto pool their bandwidth requirementsin order to
leverage lower connectivity cods.

In conjunction with these steps, other actions could be taken to ensure that geographically disadvantaged nations
arenat exduded from the globd informeation society. Thismight indude gpplying the spirit of variousresolutionsthat
cdl for the cogt of the Internet link between countriesto be shared.
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Internet bandwidth refers to the capacity of the connection. It is measured in bits per second (bit/s).
"Why 7am News Moved Offshore in 1997." ww.circle4.com/al lblack/7am.html

http://ww . telstra.com.au/newsroom/printver.cfm?ReleaselD=4521

VSNL. "VSNL Internet Operational Bandwidth reaches 1000 bit/s." Press Release. 24 April 2001.

"Fiji Celebrates Launch of Southern Cross Cable." ww.southerncrosscable.com/issue8.html
www..nikkeibp.com/nea/jul98/napjuly/indo.html
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