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1.0
Introduction

The importance of telecommunications has grown over time.  Many in the community now understandably consider telecommunications as an essential service that is central to social, economic and environmental wellbeing of individuals and community cohesion.  

Access and equity are key criteria for assessing telecommunication policies and the resulting pattern of ownership, structure and competition within the sector.  The Telstra (Transition to Full Private Ownership) Bill 2003 attempts to provide some assurances of access for telecommunications services for people living in rural, regional and remote communities.  This submission considers those attempts left wanting for more long-term guarantees.  The Bill does not attempt to provide any assurances at all for people on low incomes, people with disabilities, Indigenous people and older people, among other disadvantaged Australians – or indeed for people in rural, regional and remote areas.  

This submission warns that full privatisation of Telstra puts at risk access and equity for this essential service.  This danger is heightened by the creation of a very large, near monopoly private telecommunications corporation that would result from the passage of the Bill.  In practice it would be difficult for governments to effectively regulate a privatised Telstra in particular and the telecommunications sector in general. 

Section 2 provides an overview of some of the social, economic and environmental characteristics that make the telecommunications sector so important. 

While economic and environmental factors are important, Section 3 gives particular attention to social factors, especially the impact that the full privatisation of Telstra would have for equity and access for low income and other disadvantaged Australians, including those from rural, regional and remote communities.  The long term welfare of these people is the particular concern of ACOSS and its members.  Section 3 discusses these criteria of equity and access in relation to the issues of ownership, regulation, subsidisation and access and ‘future proofing’.  

This submission concludes by recommending that the Australian Parliament not pass the Bill.  

2.0
The Social, Economic and Environmental Importance of Telecommunications

It is becoming increasingly common in decision making to locate endeavours within a triple-bottom line audit – to assess the social, economic and environmental impact of activity.  This allows decision-makers to assess a wide array of consequences resulting from various options.

Some of the social factors related to telecommunications include:

· Rural, regional and remote communities, including Indigenous communities, rely on telecommunications to help address barriers of distance.  This allows contact to be maintained with family and friends as well as access to important information (eg education and health) that is often not readily available compared with larger population centres;

· Access by people with disabilities to telecommunications technologies can be important in a number of different ways.  For example, people with a mobility impairment (including older people) are less isolated through access to telecommunications.  People with sensory impairments (hearing and vision) are able to enhance their ability to communicate through telecommunication technologies;  

· Security and safety needs are, in part, addressed through access to telecommunications.  This can be important for older and younger people, children and those with disabilities as well as those who care for these people.  Many women, particularly those living or journeying at night alone, benefit from a sense of security provided by access to telecommunications.  People living in and transiting through remote communities benefit from the security that widely available telecommunications can provide in case of emergencies. 

· In the community services and welfare sector information and counselling services are provided by telephone and increasingly via the internet.  These mediums not only help address barriers of distance, but can also ensure a high degree of privacy and in doing so facilitate use.

· In less dramatic ways access to telecommunication services provides convenience and can improve the amenity and quality of live, from home delivery and online shopping to access to recreational and cultural services. 

Telecommunications are important in our economic lives, including:

· Information and new technologies are important to our current economy and likely to remain or become more so in the future.  The telecommunication sector is both a part of these developments and a platform from which these new technologies develop. 

· The labour force is increasingly mobile.  As an alternative and complement to travel, telecommunication provides a relatively accessible medium facilitating the social cohesion that underpins economic and labour market effectiveness.

· Access to telecommunications is increasingly important in the job market, allowing employers and applicants to respond quickly to opportunities – job seekers with such access are disadvantaged.

· Telecommunications as an industry is large and is an important employer.  As a public sector employer Telstra has provided fair wages and conditions of employment for its national workforce.

Telecommunications have important environmental implications, including:

· Telecommunication technologies can enhance sustainability, in particular via paper-less communication and, where demand for transportation is reduced, by lowering demand for fossil fuels;

· Choices for the transmission of telecommunications, eg between fixed line (above or below ground), satellite or other wireless technologies, affect the amenity of the physical environment and impact on environmental well-being;

· The ability of telecommunications, in particular the internet, to foster inexpensive, open communication at speed, provides an indirect benefit to civil society and raising awareness of environmental concerns, which in many instances are inherently global in nature.

Overall, the public perceives telecommunications as part of the basic social and economic infrastructure, generally characterised as a ‘public good’ over which government and the public should exercise primary control to ensure quality and supply.  

Given the important social, economic and environmental issues outlined above, ACOSS considers that telecommunications policies should be treated as providing access for essential services.  In determining ownership of Telstra, the impact this may have on needs for regulation, subsidisation and anticipating technological change in the future, the key criteria is access and equity – what policies will assure sustained, universal access to telecommunication services in an equitable manner?

3.0
Telecommunications Industry – 

Issues for Ensuring Access and Equity 

3.1
Ownership of Telstra

Retention of majority public ownership of Telstra provides a number of benefits in terms of access and equity.  These include:

· Transparency is greater with a majority public ownership.  This status allows Telstra to be subject to the scrutiny of the Parliament and Commonwealth Ombudsman among others.  Status as a public entity ensures that the public has some rights to freedom of information.  If Telstra becomes a fully private entity, only shareholders will have access to information that will then be deemed ‘commercial’.

· Accountability is improved by retaining public ownership.  As the Australian Government is both the owner of the major provider (Telstra) and the regulator for the industry, the community is able to hold the Australian Government to account for the quality and affordability of telecommunications.  Responsibility falls firmly and clearly with the Australian Government, as it should for such an essential service.

· Provision of accessible and equitable services can require either direct public funding or cross-subsidisation between services provided by Telstra (see below).  Public ownership and associated transparency allows for an accurate accounting of costs and subsidies allowing for a legitimising of these through public discourse.

The proposed privatisation of Telstra puts into stark relief public policy choices between, on the one hand, a market dominated by a majority public/minority private owned Telstra and a market dominated by a wholly privately owned Telsra.  Neither option promotes a genuine competitive market in telecommunications.  Continuing dominance by a single, large corporate entity has implications for regulation of telecommunications, pricing and maintaining subsidies for access as well as for anticipating new technologies.   

3.2
Telecommunications Regulation

In essence the Telstra (Transition to Full Private Ownership) Bill 2003 implies that the issues of access and equity arising from the full privatisation of Telsra can be addressed through regulation.  For a number of reasons this argument is not convincing.  These include:

· The explanatory note to the Bill estimates that the public share of Telstra is worth $29 billion, ie a total market value of almost $60 billion.  By any measure Telstra is a very large corporation.  It is the only vertically integrated telecommunications corporation in Australia.  The willingness of governments to effectively regulate such an entity must be called into question, more so if, as proposed, Telstra becomes a fully private corporation that will be free to make direct party political donations.  

· The mechanisms proposed in the Bill to assure rural, regional and remote telecommunications services are insufficient.  Great emphasis is given to preparation of reports on levels of need and services within these communities.  However, having surrendering the power provided by ownership, the Australian Government is left with too few regulatory powers.  One is left asking: when a fully privatised Telstra fails to provide adequate telecommunications to a small remote community, will the government of the day  suspend its licence to operate?  This seems unlikely.

· The Bill only attempts to address the access and equity issues for telecommunication users in rural, regional and remote communities.  As outlined above, there are many other disadvantaged consumers whose interests have been ignored by this Bill, including people on low incomes, those with a disability, older people and Indigenous peoples among others.  

In summary the modest, but insufficient protection proposed in the Bill for rural, regional and remote communities, seems inadequate to compensate for, or contain the consequences of, the loss of transparency, accountability and control that are major benefits of retaining majority public ownership.  The Bill entirely fails to protect the interests of others also disadvantaged in access to telecommunication services.  

3.3
Subsidisation and Access

Long-standing policies and practices in Australian telecommunications have resulted in near universal access to the fixed voice telephony.  Around 97% of all households in Australia have such access.  Notably, Indigenous people, particularly those in remote communities, are disproportionately among those who do not have access to the telephone.  

Community expectations are responding to changing technology with internet and mobile coverage access now also being widely anticipated by the public and consumers.  To date the near universal access to fixed voice telephony has been successful.  A number of factors have been important in this success.  These include:

· Cross-subsidisation where Telstra has been able to covers some costs for service provision in rural, regional and remote communities from income derived from other areas.  In recent years there have been improvements in the quality and coverage of services in rural Australia.  This has been the result of both cross-subsidisation and direct payments for service provided for by government. 

· Until recently fixed voice telephony has been the subject of line rental subsidies intended to provide access to such services for low income.  This system provided for reduced line rental costs for low usage telephone consumers.  National competition policy required Telstra to abolish this mechanism, which it and the government replaced with a range of low income measures;

· Low-income measures introduced by Telstra during 2002 attempt to bundle services and pricing packages to meet the varying needs of low-income people and related service providers.  As part of sponsorship support provided by Telstra to ACOSS, it was possible for ACOSS to give some detailed consideration to these and past measures.

Cross-subsidisation has proven to be a viable and largely successful policy for providing almost universal and reasonably affordable access to the home telephone including for low income people and most rural, regional and remote communities.  It is too early to assess the impact that competition policy, and new services and pricing, will have on access for low-income people.  However, establishment of a large, privately owned, near monopoly is unlikely to foster the kind of competition that, in some markets, contributes to lower costs and prices.  

The Bill proposes to establish a fully privatised Telstra that is unlikely to profit or enjoy competitive advantage from the subsidisation of services to disadvantaged consumers.  It is likely that, over time, such an entity will seek to divest itself of such corporate social responsibilities.  If the stream of income from public investment in Telstra ceases, the Australian Government will be left with responsibility for providing direct subsidies to meet community expectations for access, but with a diminished capacity to fund these. 

3.4
‘Future Proofing’ Telecommunications

Over even the relatively short period of the past ten years telecommunications technologies have changed greatly.  The growth of the internet and mobile telephones are the most striking examples.  The recent introduction to Australia of broadband access may herald further change.

Telecommunications is a technology-sensitive sector.  New technologies and their take-up can radically affect the forms and range of telecommunication services, their cost and access.  It is very difficult to predict the nature of telecommunications into the future.  This is important to assessing the access and equity implications for market structure and the degree of public and private sector engagement.  

This uncertain technological environment justifies giving value to contingency and flexibility.  This might usefully be achieved by public sector ownership to ensure a direct access to analysis of new technologies and a public interest perspective on their implications.  Such capacity provides government with the ability to directly intervene in ways that promote the public interest, access and equity without relying on what will, for many years, be a very imperfect market for competition in telecommunications in Australia.

4.0
Conclusion

Access and equity should be key criteria for assessing the value or otherwise of a full privatisation of Telstra.  The key question is whether or not such a change in ownership will, over the short or longer term, advance or put at jeopardy telecommunication services for low income and other disadvantaged people and those living in rural, regional and remote communities.  This submission concludes that a full privatisation of Telstra is not in the community or public interest and would pose a real risk to access and equity of telecommunication services.  The Parliament is urged not to pass the Bill.
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