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In-country difficulties in comparing broadband prices: 

Diversity of Fixed Broadband Plans 
Diversity stand-alone fixed broadband plans 

Australia   66 

Source: Federal Communications Commission DA 16-97 FIFTH REPORT January 29, 2016, p. 21. 
https://apps.fcc.gov/edocs_public/attachmatch/DA-16-97A1.pdf 



There are as many as 66 standalone fixed broadband 

plans in Australia 

(1st place in Federal Communications Commission report. India 

with 64 plans sits in second place). 

Population: 1.26 
billion 

Population: 23.1 
million 

66 broadband plans 64 broadband plans 



Source: Federal Communications Commission DA 16-97 FIFTH REPORT January 29, 2016, p. 21. 
https://apps.fcc.gov/edocs_public/attachmatch/DA-16-97A1.pdf 

Inter-country difficulties in comparing broadband prices: 

Difference in income levels 



This presentation has two foci:   
 
first, to suggest some datasets and methodologies 
that contextualise and clarify inter-country price 
differences;  
 
second, to introduce five groups of factors that 
influence international price differences: physical 
and infrastructural factors, regulation, the average 
level of prices, demand and supply factors. 



In the numerical examples we use data from OECD fixed 
(landline) broadband basket Medium 4 which refers to a 
monthly data allowance of 50 GB with a speed of 25 
Mbps and above, delivered across cable or ADSL.  
 
We also we use data from Numbeo (i.e. a crowd-sourced 
global database of different statistics) which refers to 
unlimited data at 10 Mbps speed, cable or ADSL.  



Comparing price (I) 
The effect of a comparatively large GDP per capita (and thus the average income) in 
developed countries might be partially offset by the comparatively high cost of broadband 
access in those countries. This is referred to as the Penn effect: a rich country (compared to 
a poor one) appears to be wealthier than it really is. 
 (Samuelson 1994 Summers & Heston 1991).  



Comparing price (II) 
To adjust for the impact of relative values of different countries on GDP, the concept of 
GDP per capita, ppp (gross domestic product adjusted to purchasing power parity) is 
used. Generally, GDP per capita is greater than GDP per capita, ppp in wealthier 
countries while in middle or low-income countries the opposite tendency occurs . 



Comparing price (III) 
To better explain the differences in price levels between different countries, The 
Economist introduced its Big Mac index in 1986 (The Economist 2013).  
 
The Big Mac index appears to be a good proxy for comparing price levels in OECD 
countries. In June 2016, correlation between the Big Mac index and OECD comparative 
price levels was 0.84. 
 



Through comparing ratios of broadband prices and Big Mac indexes 
in OECD countries, the level of ‘undervaluation’ or ‘overvaluation’ of 
broadband prices can be estimated. (Big Mac index is a proxy for 
average level of consumer goods in every given country). 



Comparison of prices for landline broadband in OECD countries (% of 
undervaluation or overvaluation corresponding to the relative Big Mac Index) 
 

Considering adjustment to Big Mac index, broadband price in Australia is 36.8% higher 
than the benchmark value of Japan.  
 
For example, taking other things equal, world travellers choosing between surfing 
Internet and eating hamburgers are better off eating hamburgers in Australia, Chile and 
Mexico, while surfing the Internet in Korea, Hungary and Finland. 



Perceived (broadband) price 

It is feasible to presume that the more people earn, the less is the subjectively 
perceived price for a service or commodity. In a marginal case, if someone has an 
infinite sum of money, they may not care about prices at all. On this basis, the 
simple formula for “perceived price” is: 

The broadband price say in Estonia is lower than it is in Australia 
 
BUT 
 
People in Estonia earn less, on average. 



Two rich men 



Perceived price 

This exercise ranks Australia ninth among the OECD ‘cheapest’ broadband 
countries (or, more precisely, among the countries with the lowest ratio of 
broadband price to average income rate). Needless to say, that if we compare 
the ratio of hamburger price to average income rate Australia would be an 
even ‘cheaper’ country. 



Factors influencing broadband price (I) 

We suggest there are five types of factors:  
 
• supply factors (shaped by market patterns, 

degree of competition etc.),  
• demand factors (where income levels play a 

crucial role),  
• regulatory and policy factors,  
• average price levels within countries and  
• physical/infrastructural factors (topography, 

population density, telecommunications 
infrastructure). 



Factors influencing broadband price (II) 

Australia 

Ukraine 

Canada 

Bolivia 

Ethiopia 

Zimbabwe 



Challenge: choosing proxies or estimations for qualitative 
categories as “regulatory factors”, “infrastructure” or 
“topography”.  

Regression analysis could estimate the relationship between the 
factors mentioned and broadband prices in a sample of countries. 

Call for further research 
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