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Introduction

Broadband technologies can deliver significant economic and social benefits to Canberrans and be a major contributor to the outcomes of the Government’s Information Society Plan.  This Plan promotes the concept of all Canberrans being able to access new ways of doing business and interacting in the community, through universal access to online services via electronic communications.

The ACT’s response to the Inquiry’s terms of reference follows.

A. The current and prospective levels of competition in broadband services, including interconnection and pricing in both wholesale and retail markets

The ACT is increasingly well served by broadband infrastructure and service providers. The notable exception is areas with underground electricity including Gungahlin and South Tuggeranong. 

The dominant providers of broadband in the ACT include TransACT and Telstra.

TransACT is owned jointly by ACTEW, the Telecom Venture Group (TVG) - a US backed Hong Kong based investment company, Australian Gas Light (AGL), Marconi, Australian Capital Ventures Group (ACV), Commonwealth Bank of Australia, MTAA Superannuation Fund (TransACT) Utilities Pty Ltd and Westscheme Pty Ltd.

TransACT is currently rolling out fibre optic broadband cable to homes and a number of business sites within the ACT primarily following existing electricity poles.  TransACT has completed over 90% of the planned network roll-out to be constructed in accordance with the current deployment methods.  This covers most of the suburbs with aerial electricity reticulation or about 60,000 homes.  TransACT is now assessing the viability of utilising an alternate technology to provide its services to the remainder of the Canberra community.  This will be particularly useful for those suburbs which are not currently serviced by overhead electrical reticulation.  TransACT also has a contractual arrangement to provide Broadband to ACT government schools. 

Telstra continues to have a substantial market dominance in the ACT.  Many companies who do not own their own infrastructure are dependent on Telstra, as the dominant owner of infrastructure, and subject to Telstra’s interconnection charges. It is uncertain whether Telstra wholesale prices are sufficiently separated from Telstra retail prices.  The 2002 Commonwealth Telecommunications Act requires accounting separation of Telstra's wholesale and retail operations.  The Act requires that Telstra prepare current cost accounts to provide more transparency to the ACCC about Telstra’s ongoing and substantial wholesale and retail costs, and that Telstra publish financial statements in respect to core interconnection services. This is designed to address competition concerns arising from the level of vertical integration of Telstra's wholesale and retail services. It will also improve the provision of costing and price information to the public and competition
. The effects of this bill on competition in the ACT is unable to be ascertained at this stage.  

B. Any impediments to competition and to the uptake of broadband technology

There are no ACT specific impediments to other Telecommunications Providers establishing themselves in the ACT Region. 

As mentioned previously, Telstra interconnection prices have repercussions for subsidiary providers. Competition would be increased if arrangements could be reached between Telstra and non-infrastructure owning Telecommunications providers. 

Gungahlin is one of the fastest growing areas not only of Canberra, but also across Australia. There were almost 20,000 persons living in Gungahlin in the year 2000 with projected estimate of 37,000 persons by 2010. This represents an annual population growth of 8.8%.
Gungahlin is currently not well served by Broadband technology because of the inadequate Telecommunications infrastructure. All electricity cabling is underground. The costs of connecting services to underground cabling is high and as a result, TransACT has had to rate Gungahlin as a later priority for providing its Broadband Services. In the past, Telstra’s ADSL service have been unavailable in Gungahlin resulting in significant negative impacts on residents, families and local businesses.

The ACT Government announced a solution to Gungahlin’s broadband access problems in June 2003.  Telstra plans to develop a telecommunications facility in the Gungahlin Town Centre to provide broadband transmissions through ADSL, which can be utilised by other providers.  It is expected that this facility will be operational by mid-2004.

There are also issues associated with multi unit complexes.  The challenge that TransACT often faces with medium density complexes, including public housing sites, is the high costs associated with site reticulation and in-building wiring.  Many of these complexes are serviced by underground power.  Whilst TransACT has cabled residences in medium density complexes (some of which are from public housing sites), many sites are currently cost prohibitive. TransACT is in the process of trialing the implementation of an alternate network infrastructure model which is intended to overcome this issue.

The rollout of TransACT infrastructure to ACT schools is continuing in some areas of the ACT.  Several schools have not yet been able to take advantage of improved connection speeds.  This is due in part to the distance of the schools from TransACT nodes (there is a problem with ADSL technologies where the ability to provide a service is dependent on the distance from the node).  Telstra costs are a disincentive for some schools to uptake where TransACT is unavailable.  The cost of alternative technologies such as radio are high but will offer opportunities to the Gungahlin schools and possibly the Tuggeranong South schools to have broadband access.

The most significant impediment to the uptake of broadband technology in the health sector largely centres on the ability to access such services, at an affordable price.  Other impediments include the reliability of the broadband service.  It is acknowledged that there are significant advantages to the use of broadband in health, however the reliability of broadband technologies/services would need to be assured for health care providers to be comfortable with the transfer of significant amounts of time critical patient or client information. The privacy and security of health information is also paramount.

Access, ability, reliability and affordability are key factors inhibiting the uptake of Broadband technology in the ACT.  Price is considered to be a deterrent for many ACT residents.  If increased market place competition and regulatory intervention fails to achieve significant price reduction, consideration needs to be given to a wide range of proposals to achieve price reductions, for example development of a different pricing model.  

The ACT is mindful that reduced costs will not necessarily be a sole incentive for some individuals and business to take up broadband services. There is anecdotal evidence that some people who are disadvantaged ‘digitally’ prefer and require a higher level of service over a cheaper service. It is important for service providers to take this possibility into account and tailor service provision to individuals with a variety of disabilities to ensure equitable access.

Often the level of service provided by Telecommunications companies is not sufficient to support people who are disadvantaged digitally.  There have also been cases of internet service providers underquoting, and being unable to deliver at the quoted price. Both these issues act as impediments to the uptake of Broadband technology amongst disadvantaged groups. 

In terms of the broader community, the take-up of broadband may also be a combination of the price of the service and the services/applications on offer.

C. The implications of communications technology convergence on competition in broadband and other emerging markets
For the purposes of this paper convergence is understood to be the blurring of the distinction between the service streams enabled by different technologies
. 

TransACT has made significant inroads into convergence. TransACTs network utilises existing electricity poles to give homes and businesses in Canberra a range of communication services, including a permanent 'high speed' data connection, allowing the provision of a wide range of service and content partners. All of these services including video on demand; permanent 'high speed' connections to the Internet; free to air and pay television services; and mobile and fixed line telephone services are delivered through the one medium
. 

The following areas have been identified as emerging markets by ACT government agencies:

Health - PACS/ teleradiology, electronic health records and remote monitoring for home patient care, enhanced on line data/imaging, digital radiology; Department of Health remote x-ray imaging from regional sites, providing health and community Non Government Organisations (NGO’s) with broadband access to improve client service delivery;

Education –videoconferencing classes between ACT and interstate/overseas students, online teaching, e-business applications;

SMEs –  Online Services; and

Government – Online services, Inter-active TV and data-casting of government services to bridge the digital divide, e-business applications – including e-business applications; extended on line voting for ACT elections.

The increasing convergence of broadcasting and telecommunications services requires unfettered access to major content services (eg pay TV and free to air TV) by telecommunications providers.  Monopolisation of the content market by one or two major telecommunications providers will limit the opportunity for new and innovative telecommunications providers to acquire, develop and provide attractive new content to their customers.

Communications technology convergence has prompted Telecommunications providers to offer bundled services. There are two possible effects of bundling on competition in the market place. Bundling has the capacity to increase efficiencies and to encourage take up through the provision of consumer benefits such as lower prices and single bills. For example, ACTEW is now offering bundled services including ISP services.  Bundling also offers the potential for smaller Telecommunications providers to form partnerships to offer cheaper services at a price that is competitive with established Telecommunications providers. 

On the other hand bundling may have anti-competitive effects. Potentially bundling will make it more difficult for new and developing companies to break into the market as larger Telecommunications providers, with the capacity to offer greater discounts, dominate the market. The ACCC is attempting to gather data to explore these scenarios by requesting that Telstra provide quarterly reports into its bundled services in order to assess the effects of bundling on competition.
  The intention of this reporting is to answer industry concerns about the implications of bundling on new and developing services such as Broadband and 3G mobile. 
D. The impact and relationship between ownership of content and distribution of content on competition
The Communications Minister, Senator Alston, suggested that Telstra’s 50 per cent shareholding in Foxtel poses a potential regulatory concern
. 

Generally access to content on the Internet is readily available to the education sector in the ACT.  The ownership of international links is reported to cause some issues due to charges applied to smaller carriers who use the international links for data not cached in Australia.  These charges are higher than those applied to other carriers who have exchange agreements. 

The copyright of content published on the Internet is a matter being considered by the whole education sector.  The variety of complex issues around access to copyright material have the potential to limit access because of affordability.  If content is denied to the education sector because of the cost, the benefits of access to broadband will be diminished.

E. Any opportunities to maximise the capacity and use of existing broadband infrastructure.

Servicing homes fed by underground power is significantly more expensive in comparison to those fed by overhead power.  It is generally not commercially viable for TransACT to deploy its network in areas where it is unable to utilise the power poles for attaching its cables. Therefore, TransACT is investigating the installation of its own fibre network to Telstra exchanges, at which point it would be connected to the existing Telstra copper network to complete "the last mile" to the residences in such areas. 

Factors, which may inhibit the full use of the existing infrastructure, are pricing and distribution structures, lack of awareness among businesses and the broader public about the benefits and potential of telecommunications, lack of skills and a feeling of powerlessness in the face of rapid development in the field
.  It is important to stimulate community awareness to broadband-enabled benefits to build demand for broadband services.

Because of the agreement between TransACT and ACT schools (referred to in section A) there is the potential to provide video conferencing between schools, home based schooling and a variety of other opportunities to schools.  However, as yet TransACT has been unable to offer their standard service to all of Canberra, particularly Gungahlin and Southern Tuggeranong.  The service currently provided to connect schools is effective and well regarded due to its reliability and significant increase in bandwidth.

To enable proposals for future integration to be developed, a survey of existing infrastructure and user requirements would be necessary.  This survey should include government, private sector and new sectoral infrastructure proposals.
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