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SUBMISSIONFROM
GULF SAVANNAHDEVELOPMENT

Inquiry into Structureof Telstra

Introduction
This submissionis written in the light of the pastexperiencesof the Gulf Savannah
regionandtheexpectationsof the Gulf peoplein 2003 to receiveahigherlevel of equity
andimprovedtelecommunicationsservicesfor the region. The submissionendeavours
to addressthe economicandsocial significancerestructuringof Telstramight havefor
theGulf region.

Key issuesunder consideration:
• Thestructuralseparationof Teistra’sCorenetwork (establishing,expandingand

running the network) from other businessessuch as services delivery,
commercial retail activities and the other Teistra activities such as offshore
investments,interestsin TV stationsetc;

• Reducingthe Commonwealthgovernmentshareholdingandcontrol in Teistra’s
non-networkbusinesses

The inferenceis that the governmentwill retainan interestin thecorenetwork,which
wouldbepartiallypublic owned.

Telstrais amammothorganisationcomprisinganumberof components:
• CentralCorporationandBoard
• TelstraInternational
• TeistraCountryWide
• TelstraMobile
• Bigpond
• Wholesale
• Retail
• NetworkandInfrastructureservices
• Research
• Foxtel partnership

Provisionof the telecommunicationscorenetwork for Australia is an essentialservice
thatmust beavailableto all peoplewherevertheyreside. This is an obligationto the
community. It is understandablethat this maybeat oddswith the needfor the retail
sectionsof Telstrato beprofitableandhighly competitive.

Outcome:
• Telstra is restructuredto separatethe corenetwork functionsfrom all other

activities. How this would be done is not indicated, i.e. whether separate
companies,internalrestructuringetc.

• TheCommonwealthsellsits sharein theother (non-network)retail, commercial
activitiesandservicesdelivery.
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Gulf SavannahRegion
Gulf SavannahDevelopment(GSD) representsthe shiresof Carpentaria,Croydonand
Etheridge in the Gulf region and networks with the Councils of Doomadgee,
Kowanyama,and MorningtonIsland.

The Gulf coversavastareaof 186,000squarekiometreswith a population of just in
excessof 9,000people. The regionreceivesaround80,000visitors per annumduring
thetouristseasonfrom April to October.

Socio-economicchallengesfacing the region
Historically mining andthecattle industrywerethe basisuponwhich the regiongrew
andprospered. With mining resources(largely gold) depletedandthe cattle industry
subjectto thevagariesof domesticandinternationalmarkets,the economicstatusof the
regiondeclined. It is now in the processof looking at meansto diversify the regional
economywith tourism developmentand the attendanteconomicopportunitiesbeing
consideredtheprimeareafor investment.

Globalisation is a major factor facing most rural communitiesand the Gulf is no
exception. The abifity to compete on global markets with worldwide exchange of
informationandcapitalis essentialfor a region to be ableto survive. Therevolutionin
new telecommunicationtechnologiesandthe Internetenablesthe Gulf to communicate
beyond the boundariesof the region but it is also speedingup the processof
globalisation.

Shrinking bankingservicesmakeaccessto electronicbankingall the more important.
The banksstartedto removeservicesin the Gulf well before the telecommunications
networkswerein place as asubstitute. E-commerceis rapidly beingadoptedby Gulf
businessesas the normalmode of conductingtheir tradeandbusinessandthis is of
particular in the tourism industrywher.ebookingsfor bothdomesticandinternational
customerscanbemadethroughthe Internet.

Fromasocialperspectiveimprovedtelecommunicationshavefacilitatedcommunication
links outsidethe region,reducingthe relativeisolationof the Gulf. The scopeof social
interactionhas broadenedwith phone and Internet improving accessfor shopping,
business,accessingservicesandrecreation.

Expectation,levels
GSD hasconcentratedon thecapacityfor the efficientprovisionof servicesandin doing
soit is necessaryto clarify customers’expectationsof servicesandstandardsneeded.
Increasingly, rural Australianshavea higher level of expectationandare becoming
involved in and reliant upon IT and the Internet for business,educationandsocial
communication. It is essentialthattelecommunicationcarriersprovideserviceson apar
with those availableto the more populousareasof Australia. Otherwise the digital
divide,whichalreadyexists,will befurther increased.

Foreconomicandsocialinteraction,the regionhasbecomereliant onthehigherlevelsof
accessto telecommunications,satelliteaccessto the Internetandmobile phonecoverage.
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Any declinein the levelof servicesand!or alackof capacityto accessthefull arrayof IT
serviceswifi severelydisadvantagethe region.

GSDrecentlyreceivedfundingfor the introductionof CDMA mobiletelephonyservices
to the key towns in the Gulf, which has considerablyimproved social and business
communications. Rural propertiesalsohavebeenableto accessaTelstra/IBM sateffite
phone/computeroffer, which wifi extend the usage and broadbandaccessto the
Internetvia satellite. However, telecommunicationsmeansa lot more to peoplein the
bushthanmobileandsatellitephoneaccess.

Ready accessto information technologywill play a key role in the future economic
developmentof the Gulf Savannahregion. Bettercommunicationswill lead to more
competitivebusinesses,a strongercommunity andeconomyandfacilitate investment,
which will lead to employment. Internet accessis becomingincreasinglyimportant
socially,economicallyandpolitically for theregionandenablingremotecommunitiesto
participateata far greaterlevel thanpreviouslyon anational stage. Henceit wifi be
necessaryto ensurethataccessto new technologyis broadlyfacilitatedandequitable.
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Inquiry into Structure of Telstra

a) The efficient provision of servicesto end-users,including businessesand residential
customersin regional, rural andremoteAustralia:

Theoptimumwordhereis ‘efficient’. Costis alsoanotherfactorto be considered.

Historicalperspective

Until the introduction of Networking the Nation, telephone servicesto the regionwere
abysmal,with ahigh level of distrustof the principal carrier, Telstra. Breakdownsfor
lengthy periodswereacommonoccurrence;maintenanceandrepairscould takeseveral
weeks. Customersclaimedtheyhadtheir line operationalfor only onemonthin eight;
othersthat it couldtakefrom3 to 18 monthsto haveanew serviceinstalled.

Whereurbanresidentshadtheluxury of tonedialling andbroadbandservices,rural and
remote Australia were generally decadesbehindin technology

Current Situation

Most customersthroughoutthe regionaresuppliedby landlines. . While Networking
the Nationprojectsare improving the situation, thereremainsmuchto be doneto get
communicationsin the region into the 21st century.

CDMA mobile coverageis now availablein themain townsbut not alongthe highway
wherein fact it is mostneeded.Broadbandsatellite accessto the Internetis availableto
consumersat a reasonablerate, outsidethe areaservicedby CDMA. Satellite phone
coverageis availableat acost to consumersthatis inequitablewith landline accessin
metropolitan areas.

Due to the fact that thereis limited repairstaffbasedin theareaandin someinstances
extensivetravel is necessary,installationandrepairtimesare outsidethe limits setby
theTeistraCustomerServiceAgreementterms.

Complaints/concerns
Therearestifi complaintsregardingseveralissues.Theserangefromtheamountof time
takenfor newservicesto beinstalled,for maintenanceandrepairwork beingcarriedout
to the lack of speedwhen downloadingfrom the Internet (in towns where accessto
broadbandis not subsidised). There aresubscriberswho experienceline dropoutsas
well as experiencingcrossedlines wheretherearemultiple userson the lines. Many
lineshave to contendwith loudnoiseaswell as cutting in andout while talking.

Somepartsof the regionhaveexperiencedadeclinein serviceswith longdelaysto affect
repairs. Telephonetechniciansare no longer based in the region. Breakdown,
maintenanceandrepairservicesaredifficult to provideandduring thewetseasonsome
isolatedareasmustwait severalweeksfor telephonerepairs. TheTelstrapolicy of out-
sourcingwork hasreportedlycreateddelaysin installationof new servicesandrepairs.
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Severalcontractorsarenow requiredto undertakethework previouslycompletedby a
Telstra technician. In rural andremoteareas,gettingcoordinationbetweenthe Telstra
line layersandcontractualinstallationpeoplecreatesdelays.

Thereis aneedfor TelstraCall CentreStaff to haveabetterknowledgeof geographyin
order to have a basicunderstandingof the areapeople are calling from. A regular
complaint is “they have no idea of where we are or how far away we are from the
closestmaintenancecentre”.

Thereareapparentinequitiesin concessionaltariffs of telephoneservicesthroughoutthe
Gulf region. Someareashaveaccessto untimedlocal calls while othersdo not. Some
areashave“local call” accessto the nearestmajor servicecentre,while othersdo not.
Some partsof the Gulf are more isolated thanothers,however, the entire region is
disadvantagedby distanceandthe lack of services. In this regard,thereis aneedto
explore options for improving equity of supply andservice throughout the region,
irrespectiveof location.

If Telstrawererestructured,akey concernin suchinstanceswould be theaccountability
for improving the level of serviceandmaintenance,given the land line systemsare
aging.

Issuesof relevanceto the Inquiry
a) Theefficiencyof the serviceprovisionto theGulf end-usersis stifi notsatisfactory.

b) Bulk of usersare on fixed landline access. There is a needto maintainthis older
networkin areassubjectto floods, fires andcyclones,at leastuntil aviable alternative
technologyis available and that would appearto be a longway off.

c) Structural reorganisationwould need to avoid any potential threat to ongoing
improvement and investment in the regional telecommunicationsinfrastructure,
networkandservices. Telecommunicationsis an essentialserviceandanydeterioration
wouldsee:

• Negativeimpactsontheregionaleconomicdevelopment
• Alienationof smallcommunitieshavingadversesocialimpacts
• Raisingthe levelof risk in emergencyservices,safetyandsecurity

d) Telstracurrently is aUniversalServiceProviderwith obligationsto thecommunity.
It is essentialfor ahighlevelof public accountabilityto thecommunityto bemaintained
if rural, remote regions are to continue to see the gradual improvement to their
telecommunicationsservices. It wifi alsobe necessaryto ensurethat theseregionscan
accessadvancesin newtechnologyatreasonableandaffordablecosts.Options:

• Strengthen the Universal Service Obligation and the Customer Service
Guarantee;

• EnsureTelstraexpandsits investmentin thecorenetworkin rural areas.

e) There could be advantagesin separatingthe public provisionof infrastructureand
networksfrom other Telstranon-networkinterestssuchas offshoreinvestments,TV
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stations. —Poorcorporate,commercialdecisions,not all thatuncommonin recentyears,
could adverselyimpact on the capacityof the carrier to provide the necessarycore
networkfor thenation.

f) There is also a needfor competitionand transparencyin the telecommunications
industry. Therewifi beaneedfor ongoing safeguards-regulatoryandlegislative - to
guaranteequality servicedelivery, accessby Telstra competitorsto the network and
affordability, althoughthe current regulatory environmentis cumbersomeand some
would sayineffective.

For competitionin theareaof servicedelivery,Telstracompetitorsneedequitableaccess
to the networks. The currentprocessof negotiationandarbitrationis time consuming.
Therewould beaneedto ensurethatafully privatisedTelstrawas not ableto useits
size to prevent/overchargecompetitors’accessto the Telstranetwork.

b) Telstra’s ability to continue to provide a full array of telecommunicationsand
advanceddataservices:
it is in this retail areaof operations,provisionof telecommunicationsanddataservices,
thatTelstrais in competitionwith otherserviceproviders,althoughstill holdingby far
themajorslice of themarket.

In respondingto this questionwehaveconsidered:
o Costof provision of a serviceandthe profit margin for the provider andthe

logistics of providing a service to remote areasbalancedwith the potential
increasein productivity of a community andthe long term benefitsfor rural
Australia

o The rural/urbandisparity existsandwe are lookingfor greaterparity between
urbanandrural usersto increasethecompetitiveadvantagefor ruralbusinesses
andproducers

o The long term benefits for the Australianeconomyand a basisfor regional
development

o Issuesof equitywhichraisearangeof socialjusticeconcernssuchas —

• Education— accessto broadbandcanreducethedisparitybetweenurban
andrural/remoteareastudents

• Provisionof healthservicesandprofessionaladviceandcounselling;
• Accessto justiceandlegaladvice;
• Businessdevelopmentandcompetition;
• Governanceandeasieraccessto democraticprocesses— recentyearshave

demonstratedthe influenceof ruralandremoteareasandthereis aneed
for constituentsto havereadyaccessto policy directionsanddecisions

Accessto computersandthe Internet,andthe ability to effectively usethis technology
are becomingincreasinglyimportant for full participationin economic,political and
sociallife. Accessto online technologiesis anecessaryrequirementfor ensuringequity
in accessto the information economy, to enablegovernmentsto achieve electronic
servicedelivery objectivesandallow Australiansto capitaliseon the opportunitiesfor
economicgrowthofferedby theinformationeconomy.
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While AustralianInternetuseoverall is increasingvery rapidly, disparitiesin online
accessdo exist. Peopleon low incomes,without tertiaryeducation,living in rural and
remoteareas,thoseof Aboriginal andTorresStrait Islanderheritage,with disabilities,
with a languagebackgroundotherthanEnglish,agedover55 arelesslikely to usethe
Internet. The AustralianBureauof Statistics(ABS) dataat August 2000 shows67% of
Australianhouseholdsarenotconnectedto the Internet. Australianadult Internetusers
tend to be younger, male, earning in excessof $75,000, employed, and living in
metropolitanareas.

For thoseunconnectedAustralians,barriersincludeset-upandaccesscosts.
Thedigital divide alreadyexistsandwill continueto grow unlessmeasuresaretakento
makeaccessto the Interneteasierfor disadvantagedgroups.

Accesstobroadbandservicesis acrucialissuefor theGulf region.
o Accessto broadbandADSL for health,education,andgovernanceandfor SME’s

is essential.Without suchafacility the remoteareaswill continueto lagbehind
the morepopulatedregionsin basiccommunicationservices.The following are
examplesof areasthatGSD considersto bedeservingof attention:

o Rural remoteregionsare disadvantagedin healthservicesandaccessto
broadband facilities can enable a range of clinical and diagnostic
determinationswithoutthepatienthavingto travelvastdistances

o Similarly educationservicesareof alower standardin theremoteregions
andmuchcanbe achievedthroughaccessto Internet,video conferencing
etc.

• The Queensland Government has a virtual school
(http:/ /education.qld.gov.au/virtualschool/html/administration
~ This programhasthecapacityto deliverbroadcurriculum
acrossQueenslandregardlessof the school size and location
howeverit requiressignificant bandwidthto operateeffectively.
This hasthepotentialto offer the Gulf regionaccessto education
thathasnotbeenavailablein thepast.

• Anotherexampleof innovationbroadbandapplicationuseis the
SouthAustralianSchoolof the Air who used$325,000from the
Networking the Nation programto pilot avirtual classroomto
service20 of themostisolatedfamiliesin thestate. TheSchoolof
the Air useslaptop computersconnectedvia satellite to allow
studentsto interactandwork collaborativelyon projectsthrough
featuresincluding a virtual whiteboard and virtual “breakout
rooms” for smallergroupwork. This servicehasalsohadflow-on
benefitsto the community;ParentshavebecomeInternetliterate
while helping their childrenandhaveable to interactwith others
in their geographicallydispersedcommunitythroughthe Internet.

• Audiographics applications: use of Internet can provide
opportunities for cross-cultural education (Galiwin’ku, Elcho
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Island), a remote community on Elcho Island in north-east
ArnhemLandwhereculturaltraditionsareintact. Audiographics
enablesinteractionbetweenthelearnersandaneducator,whocan
be locatedat somedistancefrom the community. The technology
usessoftwarethatis relatively uncomplicatedandrequiresonly a
computer,modem,andphoneline at eachendof the link.

This technologycould be usedin training andapprenticeshipsin
remotelocationsovercomingtheneedfor participantsto leavethe
community for further training and skills development, thus
havingveryconsiderablepotential.

o GSD is looking at the developmentof e-governmentand e-democracy
processesfor the Gulf to overcomethe tyranny of distanceand enable
citizensto participatemore fully in governance. This is a worldwide
trend andGSD is keen to ensurethat the Gulf communitiescan be an
activeparticipatorin the process.

o Communityaccess. GSD is awareof the existingprogramsto facilitate
access by the wider community, however in many outback areas,
languageand skifis difficulties currently preclude use of servicesby
manypeople.

Thehighcostof the broadbandserviceis currentlyrestrictingthe takeup of the service
throughtheGulf, exceptwheresupplyhasbeensubsidisedunderNtN. Thehighcosts
needto beaddressedtomakeit moreaccessiblefor theregions.

Impactof Telstrarestructuring
Therewouldbeaneedto ensure:

• Equityandcommercialchoicefor theconsumer
• Accessby all providersto thenetwork to enablerealmarketcompetition
• Open,transparentsystemof access

Telstra’scapacityto deliver retail servicesshouldnot behinderedif the corenetwork
function with the attendant community obligations, public responsibility and
accountabilityis aseparatecompanyor independentsectorof Telstra. Whetherit is a
separatecompany,an independentsectionof Telstrawith a separateBoard or some
differentstructureis anunknown.

A competitiveretail armmayin factbemoreinnovativeandbe of ongoingbenefitto the
consumer.Thecostof expandingexistingtechnologyanddeliveringnew technologyto
regional areaswifi needto be considered. It is in this areathat the governmentmay
needto look at subsidies,providedfrom arolling trust fund createdwith part of the
proceedsof the saleof theretailarmof Telstra.

c) Ongoinginvestmentin new networkinfrastructure
Investmentin expansionandmaintenanceof the core network should be viewed as
beingprovisionof anessentialservicefor all Australians.
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Any divestmentof the Telstraretail sectorshouldincludeprovisionfor regulationsand
charges for providers to access the network to accommodatefuture network
developmentcosts.

d) The wider telecommunicationsindustry

It is our expectationthat provision of services to end-userswould provide the
following:

o Accessto mobile telephonyalongthemainhighwaysto provideenhancedsafety
andeaseof communicationfor travellers. Thishasapplicationfor awide range
of users—local residents,tourists, emergencyservices,land management(fire
control)etc

o Cheapersatellitephoneequipmentandserviceto:
• Enableremotearearesidentsto competein business,
• Haveaccessto awiderangeof educationopportunities
• Facilitatepropertymanagement,fire management
• Provideaddedsecurityandsafetyand
• Reducethe levelof disadvantagetheycurrentlyexperience.

o A reliablepublic phonenetwork. This is particularlyrelevantin the Gulf where
many residentsdo not own home phonesor mobiles andrely on the public
system. This is asocialjusticeissueparticularlyin indigenouscommunities

o Extensionof the optic fibre network acrossthe regionto providereliability of
servicesandprograms

o The capacityto deliverawide rangeof serviceson apar with urbanareas,such
as:

• Newconnections— streamlinedprocess,reducethe impactof regulations
on ruralsubscribers

• Faultlocationandrepairs- minimaldelaysandqualitycontrols
• Salesandspecialoffers
• Technicaladvicereadilyavailable

o Accountabilityto the subscriber,
o Faceto facecontactandemploymentof local trainedandaccreditedpersonnelas

thefirst meansof contact

Technologyintroduction—

o Thereis aneedto ensureruralareaskeeppacewith the introductionof
newtechnologyas far aspossible. . Howeverthisrequirementshould
notdiscourageserviceprovidersfromintroducingnew technologyto
Australia if thecostof extensionto rural areaswouldbeprohibitive.
Hencethereis aneedfor an independentbody comprisingrural
representativestomonitor the introductionanddispersalof new
initiatives.

o Affordableaccessto telephonyservices- nowandin the future - there
needsto be asafeguard- i.e. thewatchdog- anindependentmonitoring
authoritylike the ACCC
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e) The telecommunicationsregulatory regime
Currentsituation
Rural andremoteareaservicescanbe delayedas a resultof regulations. Government
legislationhashinderedTelstrapersonnelin carryingout new phoneline installations
andgeneralmaintenancein theGulf region. Ruralandremoteareasdo nothaveready
accessto peopleholdingAustel tickets.therefore thelegislationneedstobe lifted in these
areasto givecustomersadequateaccessto telecommunicationservices.

There are 3 issuesthat needto be addressedin the Gulf region to enableaccessto
adequatetelecommunicationservices:-

o Telstra personnelneedto be able to carry out repairson commander
systemsin rural andremote’äreas.The currentregulationin placemeans
thatcustomershaveto payanythingfrom $1500-$2000to get someoneto
repairtheir equipmentwhenTelstracould carryout the repairswithout
this additionalcost.

o Telstra personnelneedto be able to carry out all aspectsof new line
installation,not as it is now. CurrentlyTelstracanonly go to theproperty
boundaryandthe first pointof entry to the building. An Austelticketed
personthenhandleswork from the boundaryline to the houseandall
furtherwork requiredinside.

o A stockof sparepartsneedsto be left atapoint in rural andremoteareas
to enablecustomersto carryout certainrepairsthemselves(i.e. replacing
handsets).Appropriatemechanismsneedto be in place to enablebasic
repairsto becarriedoutin theseareas

WhenTeistrapersonnel,locally employed,arefully trainedandaccreditedin all aspects
of this work it makessensethatregulationsneedto bereviewedto enablepeopleliving
in ruralandremoteareasasimilarstandardof servicethatotherareastakefor granted.

Theseregulationsrelating to serviceprovision and serviceinadequaciesneedto be
sortedoutprior to anyproposedrestructuringof Telstra.

Another area of the regulatory regime relatesto accessby competitorsto the core
network. This needsto be transparentandequitable. The negotiationandarbitration
processis reportedasbeingtime consumingandcumbersome.

Regulationsmay be requiredto require the provision of servicesto remote,regional
areas. Thecorenetworkprovisionshouldbe protectedasbeingan essentialservice. It
will alsobe necessaryto ensurethatnewinnovationsin IT areavailableandaffordable
for regionalconsumers.

ft Telstra’sshareholdervalueand its shareholders
No comment
g) The CommonwealthBudget
Needto ensure:
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• Adequateprovisionfor network expansionandmaintenanceto be fundedfrom
saleof retail armof Telstra

• EnableR&D to investigatealternativecommunicationmeansto thenetwork that
mayneedto beundergovernmentaegis

• Adequate means to ensure regional areas have affordable access to new
telecommunications technology and innovations, through a Trust fund
arrangementsetup with the saleof theretail armof Telstra.
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