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Better Bandwidth for Less Money
Telecom NZ is a full-service fixed-line and mobile operator
in New Zealand with over 50% market share, making it the
country's largest telecommunications provider. Its products
and services touch almost every New Zealander.
Originally owned by the government, the company has
been in private hands since 1987. In 2007, government
regulation operationally separated Telecom NZ into
network, wholesale, and retail units. As a result, the
company sells asymmetric digital subscriber line (ADSL)
access to a number of competitors, including Vodafone and
Telstra. In addition, the national government is currently
trying to roll out fiber-optic cable to homes throughout the
country.

Solution Snapshot
Organization: Telecom NZ, the largest
telecommunications provider in New
Zealand
Operational Challenge: Improve
service delivery to customers in the
face of a 40% annual increase in
bandwidth usage, 90% of which was
coming from offshore
Solution: Blue Coat Systems'
CacheFlow 5000 appliance
Project Duration: About a year

Benefit: 20–30% increase in
Telecom NZ has about 600,000 fixed-line broadband
performance (HTTP throughput), which
customers, all of whom access the Web over ADSL. There
led to improved customer satisfaction with
are no IP-based TV systems in the country, and peer-toand public perception of the company
peer and Web-based video constitute the bulk of public
Telecom NZ also significantly lowered its
Internet traffic delivered to ADSL customers. In 2006,
international bandwidth costs.
Telecom NZ introduced new higher-speed broadband
Internet access plans. As a result, the company has
experienced 40% annual growth in bandwidth usage over
the past five years. Furthermore, much of the content being
accessed by Telecom NZ's broadband subscribers is
hosted on servers outside the country. As a result, the majority of the traffic comes from offshore
locations. The combination of these factors creates two key challenges for Telecom NZ: escalating
international bandwidth costs from the increased offshore traffic and latency-related performance
issues and the perception of lower-speed service for the customer.

At the same time, Telecom NZ faced customer complaints about quality of service and lack of speed
through various government agencies, industry organizations, and the media, putting intense public
pressure on the company. Telecom NZ's dominant position in the market, plus the fact that it had
been a government-owned entity, only magnified that pressure. The performance of Telecom NZ's
network even became an issue during the 2008 general election. "We have to be extremely careful,"
explains Matt Harris, senior product manager for Telecom NZ, who served as the project lead. "That's
why increasing our performance was pretty high on the agenda. It was the number one driver, and
bandwidth costs were number two."
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Telecom NZ needed to improve its network performance and plan for future system needs, given the
unrelenting growth of over-the-top Internet video traffic. To solve the dual technology and business
challenge — boosting HTTP throughput and cutting bandwidth costs — Telecom NZ assigned a
project team to explore technology solutions, select a vendor, deploy the solution, and integrate the
solution into the network and business process. The company decided to implement caching in the
network and ultimately chose Blue Coat's CacheFlow appliance.

Finding the Expertise Needed
Telecom NZ had not previously used caches in its network, so the deployment process represented
new territory. The project team consisted of seven people from various parts of the organization who
could collectively address system design, technology, and business process issues. The company
worked with local systems integrators, who recommended the Blue Coat CacheFlow. What sealed
the deal for Telecom NZ was the fact that Blue Coat had local partners and presence in-country to
support the product. Since New Zealand is a small nation of two islands, and geographically isolated
from most of the rest of the world, good support within the country is extremely important. "It was a
pretty easy decision," Harris says. "Blue Coat was the only [caching] company with a presence in
New Zealand at the time."
Deployed at the datacenter/network point of presence (POP), the CacheFlow appliances accelerate
the delivery of Web content and applications by temporarily storing the content in closer geographic
proximity to the end users requesting it. With the implementation of the Blue Coat product in the
network, Telecom NZ could serve more of its end users content from centralized, in-country locations
using on-net bandwidth. This yields international bandwidth cost savings from reduced usage of
expensive upstream links to get popular content from faraway origin sites and improved customer
experience for Telecom NZ's broadband subscribers.
Telecom NZ's Blue Coat deployment currently consists of 27 devices implemented in a caching farm
located in Auckland, New Zealand's largest city, where one-third of the population lives. Telecom NZ
plans to implement Blue Coat caching technology in four additional POPs in other parts of the country
following completion of the nationwide broadband aggregation project in 2012.

Challenges
While the selection of Blue Coat's technology was an easy decision for Telecom NZ, the deployment
process was not without challenges. Two key issues arose during the project:


Network integration. Asymmetric transmission control protocol (TCP) traffic flows on Telecom
NZ's network, and inconsistent management of peering connections initially made it difficult for
the caches to operate properly, Harris reports. The Blue Coat technology actually uncovered this
problem in the network — a development highly beneficial to Telecom NZ in the long run.
However, resolving the problem required add-ons to the project, resulting in a longer than
anticipated turn-up schedule and some increased cost.



Internal resistance to new technology introduction. This made it difficult to quickly and
efficiently deal with the technical challenges. While resistance is a typical issue with technology
projects, Harris notes that Telecom NZ overcame it by clearly communicating the project's
importance and benefits to the key stakeholders. "When they're well informed, they can pass that
message along to their colleagues to get them on board," he says.

While the Blue Coat solution has paid strong dividends for Telecom NZ, Harris says that if he had to
do it over again, the company would probably take a more gradual deployment approach and roll out
the technology on a smaller scale (i.e., two or three devices at a time). However, given regulatory and
market pressure to achieve rapid improvements in performance, the company opted to implement the
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solution in a way that covered a large portion of the broadband customer base all at once. But if the
company had had more time and worked on a smaller scale, it could have uncovered the problems
and been able to correct them for the next stages of deployment, according to Harris. However,
having gone through the process, Harris is confident that further expansion will proceed smoothly.

Benefits
Telecom NZ's monitoring probes found that network performance (as measured by HTTP throughput)
improved by 20% to 30% after deployment of Blue Coat caches. This result was confirmed in a
quarterly report on broadband quality published by the New Zealand Commerce Commission, the
country's competition enforcement and regulatory agency. The performance improvement has helped
boost customers' perceptions of Telecom NZ.
The Blue Coat deployment also resulted in a significant reduction of Telecom NZ's international
bandwidth costs. As part of the deployment, the company seeks to achieve further reductions by
upgrading older Blue Coat ProxySG devices that are currently installed. "We have a mix of the
ProxySGs and CacheFlow appliances in the same caching farm," explains Harris. "This goes against
our best practices and is limiting the more significant savings available with the new CacheFlow
solution."

Methodology
The project and company information contained in this document was obtained from multiple sources,
including information supplied by Telecom NZ and Blue Coat Systems, questions posed by IDC
directly to Telecom NZ and Blue Coat employees, and Telecom NZ and Blue Coat corporate
documents.
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