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This article reviews substitution patterns on the market for broadband internet services in Austria. We present survey evidence and demand estimations which suggest that DSL and cable are part of the same market at the retail and at the wholesale level. Survey and estimation results from most other countries point in the same direction. We also consider substitution to mobile broadband via UMTS/HSDPA and describe recent developments in Austria which is one of the leading countries in the adoption of mobile broadband.
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                            Notes
	1.For the US see, e.g., Crandall et al (2002), for the EU see, e.g., European Commission (2004), Schwarz (2007) and Inderst and Valletti (2007).


	2.According to the 2003 regulatory framework, national regulatory authorities in the EU are required to periodically analyse the state of competition on the market for wholesale broadband access which is defined as ‘‘bit-stream’ access that permit the transmission of broadband data in both directions and other wholesale access provided over other infrastructures, if and when they offer facilities equivalent to bit-stream access.’ (see Commission Recommendation of 11 February 2003 on relevant product and service markets within the electronic communications sector susceptible to ex ante regulation in accordance with Directive 2002/21/EC of the European Parliament and of the Council on a common regulatory framework for electronic communication networks and services, OJ L 114/45).


	3.See OECD (2007).


	4.See Berg Insight (2007) or Analysys (2007) and the discussion in section “The Development of Mobile Broadband”.


	5.5 Exceptions are the Netherlands, Belgium, Luxembourg and Switzerland with almost full cable coverage.


	6.The original expression used in the German interviews was “guter Ersatz”.


	7.There may be households which are not even aware of cable availability in their area. These households may be less likely to switch in case of price increase. Our data on cable availability and household location is not sufficiently detailed, however, to allow for a good estimate of the share of households not aware of cable availability. One could also argue that in case of a price increase households would get informed about alternative access types and then may on average react like the households who are already aware of their alternatives.


	8.A rather high share of households which consider cable as an appropriate substitute to DSL also consider switching costs as low (65%). This is not implausible since the monetary switching costs are low in most cases due to promotions (no installation/set-up fee).


	9.This is the elasticity which results from substitution to cable only. The proper own-price elasticity of DSL would – as in the studies presented in section “Estimation Results” – also consider switching to other access types such as mobile and narrowband.


	10.See Ofcom (2007), MCA (2006) and RTR (2007b).


	11.See, for example, Maddala (1983), Greene (2003) or Train (2002).


	12.SSNIP is the acronym for small but significant non-transitory increase in prices


	13.Other studies of demand for broadband internet services are Madden and Simpson (1997), Varian (2000) (experimental study), Goel et al. (2006) and Goolsbee (2006) (both using aggregate data). However, none of these studies investigates the demand elasticities for DSL or cable individually.


	14.14 Actually, prices for fixed and mobile connections are hard to compare since prices of fixed connections vary with download speed and volume (with an increasing number of flat rate products) while prices for mobile connections only vary with volume. It seems reasonable, however, to compare mobile broadband prices to prices of fixed connections with 1 Mbit/s or 2 Mbit/s which were between €20 and €40 in July 2007.


	15.See, for example, a test in Konsument (2007) which finds that mobile connections only deliver 1/7 of the advertised maximum bandwidth of 7.2 Mbit/s while fixed network connections in general are much closer to their advertised maximum bandwidths


	16.See also Analysys (2007) and Willmer (2007).


	17.Whereas some regulatory authorities opted fort the inclusion of cable networks in the wholesale broadband access market at the stage of market definition, the European Commission is in favour of considering the “indirect” constraints from cable on DSL at the stage of market analysis, see European Commission (2004).
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