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23 November 2016
Australian Competition and Consumer Commission (ACCC)

Domestic Mobile Roaming Declaration Inquiry

Dear Enquiry Members,

Please accept our submission on behalf of Barcoo Shire Council to the Australian Competition and Consumer Commission (ACCC), Domestic Mobile Roaming Declaration Inquiry.

Barcoo Shire is a very remote central western Queensland shire, who at the time of writing this submission, have not enjoyed the fruits of the growth in the telecommunications industry over the past 26 years and beyond that most of Australia and Australians have.

Prior to 1990, most of Barcoo Shire was connected to the outside world by a very rudimentary plain old telephone service (POTS). This included at the 3 towns of Jundah, Stonehenge and Windorah, a telephone service that was from a manual exchange that only operated between 8am – 10pm Mondays to Saturdays and from 10am – 12noon on Sundays. 
The surrounding grazing properties were either connected to the exchange by what was called a ‘Party Line’ (many premises connected to the exchange on a communal single steel wire which the exchange operator called the individual properties by the use of a Morse Code ring). Or a HF Radio, which enabled them to talk property-to-property, and was able to be relayed through the Royal Flying Doctor Service (RFDS) as a phone call.

In the early 1990s Telecom Australia (name prior to 1993 when it was renamed as Telstra), the only and wholly Australian Government owned telecommunications company in Australia, went on a building campaign that was to provide automatic POTS to all of Australia where practicable. This was built using Australian designed and very robust point-to-point radio and microwave technology.

The above technology is still in service today, and has served our communities and rural land holders very well for their fixed telephone voice services and very limited data use (mainly fax). This technology was never designed to support modern telecommunications services such as broadband and mobile connectivity. So our communities have never evolved to the modern world of these multi-communications platforms and information services except for basic fixed broadband over satellite.

We are about to change this conundrum by an investment by us in Barcoo Shire, and our neighbouring shire Diamantina Shire, joining in partnership with the Australian and Queensland Governments and Telstra in building a $21.4m 700 km optic fibre backhaul transmission link, ADSL enabled exchanges and 4G mobile base stations to our 5 communities of Jundah, Stonehenge, Windorah, Bedourie and Birdsville. 

Barcoo and Diamantina Shire Councils are investing $4.3m and co-investing with the Australian Government $5.95m, the Queensland Government $6.25m and Telstra $4.9m to bring our communities into the twenty-
first century of telecommunications. This project is now in the construction stage with completion expected in May 2017. 

We are making this submission in a fashion that we hope to let you understand the complexity and risk of the ACCC making a determination to mandate inter-carrier mobile phone roaming across certain parts of regional and remote Australia, without first also understanding the history and progression of regional and remote telecommunications.

Telstra by its background and history, has a government and industry recognised natural monopoly in backhaul transmission, network and structures and fixed telecommunications services in regional and remote Australia. This is a legacy of the corporatisation and then privatisation of the company over a number of years and 3 tranches of public share floats. While much of the above infrastructure was built by Telstra and under its previous company names, it was paid for in the open market by the now Telstra share holders in the 3 public share offers.
As a result of the above occurrences and some lack of fore thought by the Australian Government when Telstra was fully privatised, we now have a company that has this natural monopoly, but a monopoly in a very small market. It is this small market that encumbers Telstra to provide the telecommunications Universal Service Obligation (USO) to areas in Australia where there is market failure, and there exists no appetite for other telecommunications companies to invest. 

While the USO responsibility is paid for by the Australian Government to Telstra for them to provide and maintain certain infrastructure and services, there has been a history of Telstra investing much of their own capital in the reliability and reach of the network over a long-time and across a very vast area.

It is this investment by Telstra that has enabled the company to continue to rollout more and more technology and services to consumers who would have otherwise had nothing, or very little in the way of keeping up with the rest of Australian and global society in telecommunications opportunity and growth.

At face value, mandating inter-carrier roaming might seem like a logical and sensible undertaking which allows consumers attached to any mobile phone provider, access to a service from any where that there is mobile coverage. 

We caution this thinking from a perspective of knowing how important the maintenance and continuing growth of telecommunications infrastructure and services is to regional and remote Australians. It has been that continual Telstra investment in the core infrastructure that has enabled the many services that those who live, work and visit regional and remote locations can now enjoy.

The industry protection given under the Competition and Consumer Act 2010, Part XIB and Part XIC of the Telecommunications Regulation, safe guards against anti-competitive behaviour by corporations and allows for open access to declared telecommunications services and infrastructure, for the purposes of promoting competition and choice.

All telecommunications companies are now, and have always been able to place their mobile base stations and associated equipment on Telstra declared infrastructure. But they have historically chosen not to invest in regional and remote Australia, and have concentrated on the bigger markets and the low hanging fruit in the Australian mobile telecommunications market. 

This strategy of only investing in the bigger markets has lowered their overheads and has enabled Telstra’s competitors to sometimes offer cheaper mobile plans and larger data allowances to consumers, without the responsibility and risk of maintaining a huge national telecommunications network.

We acknowledge that the customer can pay a premium for a Telstra service, but as most know who visit outside the major Australian population centres, you are happy to pay that little bit more for a service that is robust and has fully integrated systems; has reliability and the backing of a company who has an ingrained regional workforce presence; has invested in a network with large amounts of redundancy across all of Australia; and built mobile coverage infrastructure across 2.4 million square kilometres of regional parts of Australia – double that of the nearest competitor.

It is well known that mobile phone carriers have national pricing for their products, and as a result, competition on price and products is set in the larger metropolitan market rather than in the regions. Therefore, we do not believe that opening up the market by declaring inter-carrier roaming will have any effect on competition for the settings on national pricing. 

It is not a mater of the big company riding rough shod over the little carriers - the major mobile phone competitors in the Australian market have a much bigger market share and value globally than Telstra - so it isn’t a case of not being able to invest - just that the other carriers choose not to invest.

Last week, in a formal Investor Day announcements to the Market, Telstra CEO, Mr Andy Penn reiterated Telstra’s commitment to continuing their level of investment in regional and remote Australia. He confirmed that over the next 4 – 5 years, Telstra will invest $350 million in new technology and regional base stations, $240 million to continue their work on the first two rounds of the successful Mobile Black Spot Program, and a further $100-$200 million set aside for new regional co-investments. With the co-investments, this could represent a $1 billion boost to regional, rural and remote mobile coverage.

Telstra CEO, Mr Andy Penn:
“Our current strategic investment program includes considerable ongoing investment

in regional and remote Australia. This includes $350 million over the next three to

five years to expand coverage and capacity for the last two per cent of the

population geographically and this continues our historic practice of targeting about

15 per cent of our mobile network capital to the most remote corners of the network.

It also includes $240 million in support of mobile black spots rounds one and two,

and in addition, $100 to $200 million co-contribution fund where Telstra is willing to

commit capital for projects jointly funded by community and other parties to support

infrastructure investment that would not otherwise be viable on a stand alone basis.

We’ve made a number of these investments recently such as with the Northern

Territory Government. Also in Queensland with fibre to Birdsville, Burketown and

Aurukun.”
“With the co-contributions for the mobile black spots as well as the co-contributions

that would come to support the $100 to $200 million fund, this represents a

projected investment of more than $1 billion dollars in regional Australia and remote

coverage over the next four to five years. Let me be clear, this is the investment

that would be uneconomical if mobile roaming were declared. We will obviously be

making these representations through our submissions to the ACCC later this

month”.

It is our strong belief that a declaration on mandating inter-carrier roaming could have an adverse impact on Telstra’s market value, annual earnings and forecast future earning: by making their long legacy of network and mobile investment in the regions and remote locations, open to companies who have traditionally had no investment appetite away from the high population areas. 
This potential market value and revenue loss will have an adverse impact on Telstra’s share price and the value of the mum and dad investors’ stock. These investors bought Telstra shares knowing that there was a market edge because of the continual investment in Australia’s core network and new technology – particularly the mobile and connected devices market, where the real global growth exists in telecommunications. 

The legacy of the planning and commissioning of the Telstra NextG Mobile Network has been hailed as visionary and a telecommunications engineering feat in the industry of building the next generation of global mobile networks, that have the scalability to support new evolutions of mobile technologies. We have to be so careful that we do not just crush the vision and tenacity of a great Australian company in the name of convenience without fully understanding the consequences to all of Australia.

In closing, Barcoo Shire residents are forever grateful to Telstra for their continuing investment in regional and remote locations. We know and understand Telstra’s commitment to all of Australia through their co-investment with us and Diamantina Shire and the Australian and Queensland Governments to provide modern telecommunications infrastructure and services that enable great educational and health outcomes and experiences, provide a mantel of safety in times of disaster and risk, enable social inclusion, investment in new industries and innovation, and empowers current business to grow in global ecosystems.

We doubt if we would be building world class telecommunications infrastructure in our remote area if the regional mobile market was opened up to all carriers to use this Telstra investment: without first giving careful consideration to the long term investment by Telstra in the regions; their ability to continue that investment in a changed market environment; the want or ability for Telstra to maintain the network and USO with a reduced income stream; and the fairness of, at what cost a decision like mandated inter-carrier roaming would do to the value of Telstra and its shareholders’ stock.
The last thing that regional and remote Australian’s need is no investment or disinvestment, by not only a telecommunications company, but all investors or providers, due to decisions of convenience and without fully understanding the ramifications to the people and the future opportunities.
Your sincerely,
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Bruce Scott

Mayor
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