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Public Infrastructure Planning and Trade Practices Policies,

the Missing Essentials.

Many of today’s mammoth businesses started as “backyard” operations.

The innovative ideas and the energy of young individuals are the major driving forces for economic growth and social developments. Their contribution to society also requires government actions and leadership to stimulate their potential. Government supporting roles include education, research, efficient public infrastructures and legislation that protect our economic and social democracies.  It requires governments that can act to protect free and multi competitive markets from abuse. 

Today, in Australia our economic and social democracies are being threatened. The danger is that this trend also puts at risk the future potential for efficiency improvements and innovative commercial opportunities.

Astute business stakeholders by way of media diversion or misinformation or by negotiating privately with governments, focus their criticism and arguments
 re the development of government policies in a way to gain and control attractive and potentially available monopolies
. These people are not capitalists. Capitalists are the survivors in a free and multi competitive market. Monopoly owners may not. These market manipulators are reason for capitalism to be discredited, especially by the poorer nations. This negative reputation, when strengthened by the lack of effective regulatory free market protection also spreads to criticism of our democratic system. This is what is happening with Telstra. Unfortunately the Telstra management, the board and government have all permitted and supported the structural elements that have encouraged the further monopolisation of Telstra via its partnership in Foxtel.

In his farewell address at the end of June 2003, Mr Allan Fels, the now retired chairman of the ACCC,
 highlighted the trends and dangers in Australia towards legislation that supports perpetual monopolies not owned by governments. His concerns parallel those raised by international organisations such as the WTO,
 the Besel II program
 and the EEC
. Board members of the USA Federal Reserve Bank
 also refer to the need for enforceable regulations that protect free markets and fair competition. The risks to economic and social democracies are recognised as real when markets and nations are without adequate legislation and without effective regulations to protect their consumer markets from abuse. 
 

The government sale of Telstra is a real example of this trend.  The ACCC document clearly explains the existence of the commercial monopoly within Telstra but does not explain the technical monopoly on the Telstra broadband cable.  One solution the ACCC calls for is that Government is forceful in eliminating the media monopoly within Telstra by divesting Telstra participation in Foxtel. 

After reading the ACCC document, it is easy to understand the commercial monopoly and cartel operating within the Telstra partnership and controlling the PayTV markets in Australia. Unfortunately the additional technical means to further strengthen this monopoly on the Telstra cable network is not explained. Because of this, a confused recommendation is made; that is the divestment of the broadband cable from Telstra ownership. It does not expose the technical means to achieve the monopoly existing on the cable system for PayTV. This is because neither the ACCC nor government called for an independent engineering evaluation of the technical system. Therefore, the use of technical and engineering methods to monopolise the Telstra cable by one company is not explained to the public by the ACCC or by government. The monopoly stakeholders exploit this confusion.

The electro magnetic spectrum and its physical and technical attributes are especially valuable public assets. These assets are attractive to market manipulators.
 The scientific knowledge of the physical nature of the electromagnetic spectrum and the understanding of the engineering research, skills and commercial experiences are excluded from government evaluation and policies relating to Telstra.  

This is an extremely critical issue when the new policies for digital applications of television and telecommunications must be considered. Without this input to government and its regulatory departments, it is not possible for members of the ACCC to understand the technical state of Telstra and how the technology has been manipulated for monopoly objectives. However the consequences are already obvious. The government’s plan to diversify the media has resulted in exactly the opposite. This also with little investment from the PayTV cartel operators compared to the huge losses of the earlier PayTV investors.

The EEC has assessed the commercial developments and related market abuses emerging with market applications of digital technologies. With their planning for the digital convergence of television and telecommunications
 they have passed resolutions re ways to protect consumers. The Australian government has not heeded their warnings or advised the public of these international concerns. Instead, the government is asking investors to buy a major public infrastructure, a natural monopoly, a commercial business that is already being technically and commercially monopolised by a few media owners via their partnership in Foxtel.

This clearly exposes the major weaknesses or completely inadequate regulatory activities. While the managing director of Telstra promotes the complete privatisation of Telstra and also supports the formation and existence of a monopoly on our public network, (the Telstra cable,) the policies of government re concept of corporate governance, customer abuse and monetary democracy are flawed. 

The ACCC document clearly identifies the commercial monopoly and the cartel re the supply channels for Foxtel.  Without an engineering assessment re the Telstra issues, the ACCC was unable to identify the technical monopoly, which is the proprietary access to the home for PayTV services. This is the technical system, in addition to the commercial cartel, that block any additional PayTV service operator wishing to use the Telstra cable without a commercial agreement with the Foxtel partners.

Switkowski, evidently with the confidence of his board and government support, explains his views to the Financial Review. The interview by Jennifer Hewett with Ziggy Switkowski (the weekend financial review, Aug30 –31st 2003) exposes the lack of concern for economic or social democracy from a manager who has just been awarded a huge salary package (over $7million dollars). Jennifer reports:

Nor is he the slightest bit interested in complaints from the Australian Competition and Consumer Commission about Telstra’s role. One of the last acts of Allan Fels as departing chairman was to issue a report saying that Telstra should divest itself of its 50% interest in Foxtel.


The Government shrugged the report off and Switkowski declares it “non negotiable”.

“Did you actually read the report?” he says dismissively. “It was to me a very superficial and a confection of collected opinions rather than a well-argued position so I don’t see the justification. It was probably the reflection of some strongly held personal views to which the former chairman I am sure was entitled.”

This is in spite of the clear explanation the ACCC has provided for all government members and the public to study. In their document the monopoly and cartel that controls Foxtel is clear. Mr Samuel’s (incoming chairman of the ACCC) proposal for self-regulation by industries has no chance to protect consumers from commercial abuses as we have within Telstra.  It already exists. 

The technical manipulation that is not understood by our representatives in government or the ACCC has developed from earlier requirements to control analogue television distribution throughout privately owned small cable systems. Unfortunately market manipulators now exploit enhancements of this technology to monopolise and abuse market access of PayTV services on public networks to the home. 

But most importantly for Australia is that internationally prepared open technologies are ready for the convergence of digital television and telecommunications infrastructures
. The new entrepreneurial opportunities that soon will be available to develop “the engines” to build and to manage the future infrastructures for the digital convergence of television, multimedia and telephony will provide unimaginable efficiency improvements for the economy.

Such companies as mobile telephone service companies, Internet service providers, Call desks etc., that compete with each other, link into the Telstra infrastructure. (Ziggy Switkowski calls these and other ancillary services his 80 or 90 competitors.) In a similar way the potential growth of new services and supporting software will be dynamic once a broadband digital television and telephony backbone infrastructure is “open” to existing and new competitive businesses. The public digital backbone infrastructure is essential for this to be realised.

Australia is one of the few countries in the world with one of the worlds largest and most modern cable builds. Few countries have this opportunity for advanced digital convergence of television and telephony. Most cable systems are not suitable for digital services. This is a major problem for the USA. Australian entrepreneurs in this “start up” climate could have world markets at their feet. But not so if Telstra is managed by a cartel that supports technical proprietary systems as is Foxtel’s current proposal for digital.

The opportunities for local, national and international marketing opportunities will be stifled if government bends to the wishes of manipulators and continues to stimulate private and proprietary monopolies, as is the current trend.

The manipulators are aware of these future digital infrastructure opportunities and are already operational within Telstra, planning to exploit digital convergence of television and telephony their way. They already have the monopoly for analogue PayTV in the UK, in Australia and now for digital in the UK.

The first attempts by the ACCC to expose the serious developments that have eliminated competitive marketing of PayTV services are ignored by government. The many potentially new related digital services available soon via Telstra are already within the control of the media monopoly stakeholders of Telstra. 

The debates in Parliament re the sale of Telstra frequently included the claim that there were no differences between the earlier sale of NAB and the current proposal to sell Telstra. This alone proves that members of parliament do not have the knowledge to debate the issues or that they are prepared to conceal the issues from the public. If the latter is so, then our democratic system is under threat. If the former is so then we have a real need for University engineering input to Government policies. 

NAB is a financial institution with several open market competitors. It does not control or have a monopoly on financial markets. Telstra is the only Telephone Company in Australia that has one (or more) telephone connection(s) from only one copper wire network to almost every home or business. It relies on free access to the use of public property to build infrastructures for access to almost all business and domestic premises. It is the only owner of publicly financed cable trenches for Telstra’s privileged use. Telstra was fully financed by public funds. It is the only complete telecommunications infrastructure in Australia. Almost all other private phone companies rely on Telstra infrastructure and interfaces to provide a full customer service. It depends on highly qualified and experienced engineering and engineers to be efficient. 

Telstra is a universal electronic communication and information distribution system. It is as an essential public infrastructure. It should be subject to government actions re market abuse as if the same market forces attempted to monopolise our road networks. Telstra, without its plug-ins (mobile phones, Internet services, PayTV - business where a public infrastructure, from an ethical point of view, should not compete due to conflicts of interest with its prime customers/users) is a natural monopoly. The monopolisation of public road networks is too visible to allow such gullible activities on a natural monopoly. The traffic on public electronic distribution networks is invisible.

It is the one and only complete electronic infrastructure ready for convergence of digital television, multimedia and telephony. To develop two or more equivalent infrastructures makes no economic sense. Telstra is an attractive monopoly for private stakeholders, especially those few in the media business who have already manipulated the board
 and the management of Telstra and government to monopolise the Telstra cable for Pay TV ahead of many other wishful investors or operators. Those outside this extremely privileged opportunity have already failed or succumbed, as explained in the ACCC document, to commercial agreements with the Foxtel cartel members. 

Almost all the engineering and developments to build such an infrastructure as Telstra, originated from small companies or small groups of engineers that nationally and internationally worked together in a common cause; efficient consumer markets and maximum consumer and market opportunities. The exception are those that installed the analogue proprietary system for Foxtel. A natural monopoly such as Telstra is a role for government to manage or delegate.

Summary: 

Where Governments do not employ their own independent research and engineering to evaluate an infrastructure development or a commercial proposal, companies do pirate publicly developed technologies and engineering processes and/or natural monopolies to further their own monopoly objectives in otherwise free and competitive markets.  They persuade Governments that public investments in related research are not necessary. Legislative procedures to protect the consumer from commercial abuse lose effectiveness.

Telstra and the Minister’s Department have both dismantled the once Government owned world class teams of engineers within laboratories equipped for research, testing and trials of the emerging technologies for television and telecommunications. Few countries have a public infrastructure build that expands the market potential far beyond a copper wire system to allow low cost broadband services as well to consumer and professional markets. The Telstra cable, one of the worlds largest and most modern cable systems, was built and prepared for future digital television and telecommunications at a government cost of well over $3 billion dollars. 

Since government’s commitment in the mid to late 90’s to the Foxtel partnership with Telstra, the cable is used primarily as an antiquated analogue PayTV system to the home, operated as a monopoly by a cartel as explained by the ACCC. No longer are the space age engineering and developments for digital convergence of television and telecommunications a public infrastructure plan. Our governments are ignoring the vast technical and commercial opportunities for efficiency improvements in Australian markets that should be openly available to all entrepreneurs and innovators. By ignoring the digital engineering developments, governments are giving way to the exploitation of markets in Australia by a few media stakeholders.

Prior to the commitment to Foxtel, government supported world class engineering teams. These teams interfaced with industrialists and with international technical forums and reported to Government on pending issues. They were responsible for the engineering of the Telstra system. These teams were dismantled at the time of the Foxtel commitment.

This is an example of public and marketing abuse when Governments do not have directly their own source of knowledge and skills in critical areas of public responsibility. The water system program for the Murray-Darling Basin is another example where Government is planning to legislate for a natural monopoly, a public asset to be controlled by private monopolies.

It has no meaning to repeat the often-heard statement: leave the matters to market forces. Government needs to identify the two different market forces, those working towards monopolies and those that work towards efficient markets.

It is the divergence, from the capitalist system that supports free and multi competitive markets, to the increased acceptance of privately controlled monopolies that weaken the principles that enhance economic democracies. In turn, this is a threat to innovation, the potential efficiency improvements within the economic system and a real constraint on technical and commercial innovation.
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Note: 


Ford, Microsoft, Edison, Philips, IBM, Apple, Qantas, Honda are all examples of the many innovative companies that grew from individual engineers and/or entrepreneurs virtually starting from “backyard” activities. The mammoth companies that they have become are because focussed Universities supported research in parallel with each Corporation’s own research establishments and open market objectives.  They continue as such because of the supply of qualified engineers from national and international universities. Government recognised their achievements and provided the supporting infrastructures, investment opportunities and consumer and market protection.
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