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23 September

The Secretary 

Senate ECITA Legislation Committee

Parliament House 

CANBERRA  ACT  2600

Dear Sir/Madam

Submission re Telstra (Transition To Full Private Ownership) Bill 2003

Whilst I appreciate that the inquiry is mainly concerned with comment on the provisions of the Telstra (Transition to Full Private Ownership) Bill 2003, I would like to say that I am opposed to the full privatisation of Telstra. 

Having said that I would particularly like to highlight what I see as an anomaly in the Governments agenda as explained in the Explanatory Memorandum to the Bill referring to Item 1 Schedule 1.

Explanatory Memorandum to the Telstra Bill

Item 1 of Schedule 1 to the Bill provides that any licence condition made by the Minister for Communications, Information Technology and the Arts requiring Telstra to maintain a local presence in regional, rural or remote parts of Australia may empower the Minister or the Australian Communications Authority (ACA) to make decisions of an administrative character.  Such a licence condition could, for example, require the Minister to approve a draft local presence plan setting out how Telstra will fulfil its obligations to maintain a local presence in regional, rural and remote parts of Australia.  It is envisaged that the licence condition will provide a high degree of certainty and reassurance for:
· regional, rural and remote communities - that an effective Telstra local presence will be maintained; and
· Telstra - that it will maintain the right to manage its regional operations autonomously and in its commercial interests.
There is clear potential for these two clauses to negate each other; presumably the privately owned Telstra’s need for commercial profitability would win out.  The question that needs to be asked is under what circumstances would Telstra’s right to manage commercial interests outweigh the so-called licence arrangement to provide a regional presence.  One thing I do know in terms of the principles of competition policy and economic rationalism is that, under a fully privatised arrangement where the shareholder is the primary responsibility, the people who are remote - those who have distance to contend with - and those who are small will be disadvantaged.  There are a myriad of examples that we should have learnt from over the last decade in relation to those particular issues.
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The Government will need to flesh this issue out more thoroughly in terms of what guarantees this clause actually delivers.

I accept that this review involves the ECITA committee examining the Telstra Bill in it’s current form, however I feel the committee needs to contemplate whether any legislation can replace the Government actually retaining a stake in the business.  Given we are at the start of a technological boom, country people are rightly sceptical of Government commitments to bind a private Telstra owner to what are essentially non commercial outcomes 

The struggle between Government commitments prior to the sale of a public asset and the subsequent struggle with the need for financial profitable operation is being played out between the Government and the private operators of the Kingsford Smith airport.  Prior to the sale of Sydney (Kingsford-Smith) Airport there were a whole range of commitments and guarantees about noise levels, service levels et cetera and it was suggested by the two ministers, John Anderson and Nick Minchin, that people should be calm and that they would be satisfied with the outcome.  Within two days of the sale being announced, on Thursday, 27 June 2002 in the Financial Review the Minister for Finance and Administration, Nick Minchin, also conceded that a future government would be open to try and change existing regulations.  I quote the senator:

“Those caps and the curfew are in legislation.  They will not change.  The company cannot change it.  Only the parliament can change those limits,” Senator Minchin told the Seven Network.

The article quotes Senator Minchin again:

“Obviously we can't bind future governments, but I cannot imagine any government in the future changing those rules.”

Subsequent to these statements a 747 plane had brake problems in relation to the curfew, the current Minister for Transport and Regional Services and Deputy Prime Minister, Mr Anderson stated that he has asked that the rules be reconsidered.  He has asked that the curfew rules be reconsidered to see whether something can be done to vary them so that the problems with brakes will not occur.

Prior to the Kingsford-Smith sale strong concerns were expressed about noise levels with a private operator and there were certain guarantees given by the government and the ministers in charge - Anderson, Minchin and others.  With those guarantees they were saying, “Look, trust us, this will be guaranteed by legislation.  We will legislate that noise control; access and all these sorts of things will be set in concrete”.  The struggle between the needs of the private operator to achieve a favourable bottom line and the legacy of public good is already happening.

The Prime Minister in answer to a question that I raised in the House of Representatives regarding the Australian Constitution stated that we couldn’t bind future governments to decisions that are made now.  These are the statements and facts that I feel the ECITA Committee needs to consider in an issue such as Telecommunications.  How can regional development and public good be guaranteed?  I feel the clear answer is that legislation alone cannot achieve that outcome.

I think there is a general acceptance that our society is experiencing a technological boom in regard to both information technology and telecommunications. No one can fully envisage or quantify the investment requirements that will be demanded by this potential for new technology.  One fact however is certain and that is all regional businesses these days need to avail themselves of global standards of both information technology and new business practices to stay viable. 

Fifteen years ago faxes were rare in regional businesses, these days faxes are being replaced by email.  Both these innovations have revealed regional telecommunications infrastructure deficiencies and both are innovations that no rural export or tourist business could afford to be without.
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These two examples are amongst the more easily understood regional telecommunications concerns.  Many regional businesses depend upon IT links that can carry large volumes of information quickly and cheaply and I feel these businesses have no protection offered within this legislation from increased costs and decreased services.

Regional Australia already has a lower standard of IT infrastructure than metropolitan areas with the associated problems with services for all regional consumers.  A private owner of Telstra would make legitimate commercial decisions regarding the introduction of new infrastructure; these decisions could lead to untenable cost structures or simply less business options, due to unavailable infrastructure.

We accept the right of private operators to pursue commercial outcomes yet there is scant examination of the financial sense in the government’s desire to sell their remaining stake in Telstra.  Telstra is a strong business with a well established market share, this is a business with sound profitability and rates of return.  The annual dividend paid to this Government effectively cancels out any arguments for the retirement of annual interest payments on public debt, by paying that debt out with sale proceeds. 

Any expenditure of sale proceeds on environmental or infrastructure projects will see less debt retired and actually strengthens the case to retain Telstra and use the annual dividends on these projects whilst retaining the capacity to exercise public policy concerns of many Australians.

I put forward the viewpoint that legislation alone is unable to protect the policy concerns being expressed by regional Australians.  In this situation the Government must remain inextricably linked to the issue by part ownership of the infrastructure.

I will send the Committee copies of a cross section of representations made to me on these issues, although these are not direct submissions to your Inquiry, I feel the information they contain will help build a picture of the significant concerns held by regional communities on this issue.  I undertook a survey in the New England Electorate and 96.5% of the 8083 surveys returned supported the retention of Telstra.  Politicians of all political persuasions have conducted surveys in their electorates to gauge levels of support for the retention of the government stake in Telstra and consistently these polls have returned over 80% support for retaining the 50.1% stake 

I offer my encouragement to the committee to hold a regional hearing in NSW to hear first hand the concerns of all consumers, particularly those in business.

As you would be aware I voted against that Bill in the House of Representatives on the basis that that the Telstra (Transition To Full Private Ownership) Bill 2003 actually works against the best interests of Regional Australians and I would urge the ECITA committee to recommend that the Bill be rejected in the Senate.
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