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IBT Partners, your business partner in exporting to and/or investing in France, presents its monthly French newsletter in conjunction with Austrade

The most important event of the month and arguably the most important event for you when you are thinking about your business in France, is that IBT Partners has
moved offices. Our new offices near the Champs Elysées are at the heart of the Paris business district and a stone’s throw from the main country embassies, notably
the UK, the US and Australian embassies. By moving offices, we hope to provide you with better facilities when you are in France so please drop by!

In this edition we look at the surging use of broadband internet in France.

The Australian Trade Commission (Austrade) is the Federal Government agency that
helps Australian companies win overseas business for their products and services by
reducing the time, cost and risk involved in selecting, entering and developing interna-
tional markets. For further information visit www.austrade.gov.au

Did you know?...

Feeding the French Paradox: while
these residents of Gascoigne,
France's home of foie gras have a
short life span their owners have a
50% lower rate of heart disease
than their compatriots and 75%
lower than Americans.

FRANCE : Europe’s Most “Unbundled” Market

IBT Partners has often criticised France’s stance towards information technology and the
internet in particular. But we also believe that France is changing, discarding some of its
worst stereotypes. A good example of this is the current boom in ADSL lines for internet
access and unbundling that is sweeping through France. We maintain that France now
boasts amongst the most favourable rates in Europe for unbundling.

France’s relatively slow take-up of the internet (see IBT Newsletter December 2003) can
be blamed on various factors. But several critical thresholds (development of alternative
networks and price-points) were breached during 2002, leading to a rapid rise in demand
for ADSL lines. Net adds jumped by 1m in 2002, spurred by the launch of unbundled
ADSL offered by Free at just 30/mth, compared to the average of 40-45/mth a month
from competitors. By the end of 2003, some 3.5m ADSL lines were installed, equivalent
to 30% of French internet users and a household/small business penetration rate of 12%.

While the rush for market share amongst the various access providers began in earnest
in 2003, the price war looks to set to continue throughout 2004 as access providers woo
clients with more services at lower prices. Free’s offer, still the most aggressive, is how
priced at 29/mth for unlimited ADSL access. In December 2003, Free launched the first
triple-play offer in France and one of the first in the world for broadband access + voice +
video. Free’s video-over-ADSL, gives clients free access to some 40 TV channels. This
year, Free plans to launch video-on-demand (VOD) and pay-services.

Wanadoo Free AOL Tiscali Club Tele2 9Telecom  Other
(lliad) Internet
No of Subs 1,708 480 252 200 165 115 80 140
(‘000)
Estimated 54% 15% 8% 6% 5% 4% 4% 2%
Market Share

The innovative products pushed out by Free and the price wars for ADSL have led to a
jump in French household knowledge, use and desire for internet
Source: ARTE and lliad

Aussie angle - France and Australia mark new summit of cooperation

Since January 1st, 2004 French and Australians under the age of 30 can obtain a one year work-
ing visa to work in Australia and France respectively. This agreement is quite a breakthrough and
according to Australian Ambassador Mr William Fisher “is the most important development in
bilateral relations between our two countries in years. This is truly a major break-through and turn-
ing-point in Franco-Australian relations.”.

IBT Partners believes that this agreement is indicative of the genuinely warm welcome France
affords to Australian businesses and visitors as well as the ever growing interest and awareness
by French people of all things Australian.

Australian chef in France awarded a coveted Michelin star! In another sure sign of French
recognition for Australian excellence, William Page who started his restaurateur career in Ade-
laide has just been included in the 2004 Michelin Guide for his restaurant “Le Liévre Gourmand”
located in the Sancerre region of the Loire Valley. Based on experience it is well deserved.
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Cable versus Telephone: the role of Governement

Back in the early1990s, many governments were faced with a choice of whether to promote cabling, or whether to help push for
more telephone lines. Many European countries opted for cabling, which had much higher initial capital expenditure (just imagine
the cost of digging up the streets everywhere to install cables to each house) but were seen to offer a more long lasting solution to
an internet world. France had strong lobby groups advocating cable, notably the water companies Generale des Eaux and Suez
each with interests in cable television, but the government, strapped for cash at the time, opted to rely on the existing telephone
network. From the end of the 1990s until 2003, alternative carriers that wanted to challenge France Telecom either had to use
France Telecom’s network and offer different services, or build their own competing network. The latter option took some time and
was funded by private investment which is the main reason the real competition to France Telecom has only just emerged.

Internet penetration and usage: a sea of change

Only about a third of French households have access to cabling and of that, only about two-thirds are broadband compatible.
There are four cable operators of which Noos (a subsidiary of Suez) is the largest, followed by Numericable, France Telecom Ca-
ble and UPC. The situation in France contrasts starkly with that of several other European countries, where cable is the preferred
internet access median and therefore has strong growth potential. In the UK, for example, where over 50% of households have
cable access, cable represents over 40% of new internet subscribers. In France, cable represents only about 10% of new internet
subscriptions.

. . . , ADSL Penetration in France, Germany and the UK
From its slow internet start, France is now Europe’s

largest and fastest growing market for unbundled
internet services. Spurred on by the price wars in
ADSL and the unbundling offered by Free, the num-

France Germany UK
2002—2003 2002—2003 2002—2003

ber of unbundled lines jumped from about 10,000 Internet Penetration for | 35% - 44% 50% - 55% 44% - 50%
lines in 2002 to 300,000 lines at the end of 2003. Households and SMEs

That qcceleratlon in demand shows no sign of slow- % of Internet access by | 15% - 29% 17% - 22% 506 - 13%
ing. lliad (the parent company of Free) estimates ADSL

the installation of unbundled lines should reach
about 30,000 a week during 2004 versus the

10,000 lines a week being installed by the end of % of Householdsand | 5% - 12% 8% - 12% 2% - 5%
2003. One reason for this optimism is that unbun- SMEs with possibility
dling allows more ISP operators to join in the mar- of using ADSL

ket thereby ensuring competitive pricing.

Sources: France Telecom, lliad, ARTE

But even assuming these rapid growth rates, unbundled lines would still represent less than 5% of the fixed line network in France
by the end of next year. This growth is seen as the next new battleground by the internet access providers and even France Tele-
com subsidiary Wanadoo is joining in with aggressive price offerings. This has made France the most “unbundled” market in
Europe by a long way. The second place goes to the Netherlands that counted just under 200,000 unbundled lines at the end of
last year.

Watch this space! Take Overs Shake up France:

Nothing beats a good old-fashioned hostile take-over to shake up a corporate sector. In France, there is one going on now and a
second one risks breaking out within weeks. Sanofi has launched a hostile take-over on Aventis. Both are medium-sized pharma-
ceutical companies having difficulty finding crucial new molecules and arguably, both are vulnerable as takeover targets them-
selves. Rather than be swallowed up by a British or US pharmaceutical giant, Sanofi has chosen to double its size through
Aventis. The French authorities have nodded their acceptance although there are worries about lay-offs as the combined entity
would count over 30,000 employees before lay-offs and Sanofi could only justify the merger through restructuring.

Waiting in the wings is Vodafone. They have had a pact with Vivendi Universal prohibiting Vodafone from increasing its stake. But
this expired in January 2004. Vodafone makes no secret of its desire to acquire the totality of French mobile operator SFR. The
only feasible way is to launch a bid on Vivendi and then asset-strip it.
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