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A: Regional and Remote Network Capacity

Reference:

The caacity of the Australian Telecommunications network, including the pullic switched
telephone network, to deliver adequate servicesto all Australians, particularly in Regional and
Remote aess.

Response:

There is no doubt in my mind, and from my more than 35 years of experiencewith the
Australian Telecoommunications network (including Tednicd, Engineaing, Management,
and Sales) that the telecommunication standards have changed and the pulic perception of
what is a satisfadory service have also changed. These changes are largely technology
driven, and introducing technology into any arena is an expensive exercise, so it isusually
done with caution, careful planning and timing, so that the neads of the end users are met with
the least perception gap possible.

Since teleammmunications competition has been actively introduced and carried through by
succesgve Governments and Oppositions, there has been a continuing pressure for
Teleamm/Telstrato perform equal to or better than more recantly introduced competitive
forces. These more recantly introduced competitive cariers have no legacy equipment or
policies at initiation and as they age they all develop legaciesthat reducetheir capacity to
perform with out limitations, so this pradiceisin reality a no-win situation.

Simultaneously with this drive for better telecommunications service and standards,
telecommunicaions technologies have substantially changed from extremely analogue and
eledromechanicd to extremely digital for the inter-exchange network and the astomer
access network (CAN) is becoming digital too. [The many mobile networks are dso digital
(and have been) for their network switching.]

This sries of tedinology bregthroughs has provided several outs for political partiesto
distance themselves from full competition model, no-win situations, but to date, no political
party has sen the light and used the dhanging tedhnologies as a stepping stone to move avay
from the competitive model. Maybe this istoo complex for eaonomics philosophers to
adively analyse and pu into simple political rhetoric, and in so doing, drop the business/
full-competition model, in favour of a cmmunity infrastructure model.

It would reduce the companies on the ASX and that would be viewed as negative, even
though Telstra and Optus are losing value, One-Tel has cost Australians hundreds of mill ions
in its failure, and ather small telcos are now looking very sick or have already sunk. | wonder
how many times politicians need to be told before they adually understand that
telecommunicaions is not a only a businessinfrastructure but it isthe lifeblood of the
community infrastructure.

Technology Changes

The moves to digital transmisson switching, digital transmisson and digital management
were not due to competitive forces, but by engineering decisions driven by vastly reduced
overheal maintenance and operational costs, along with much higher and far easier to
maintain higher levels of performance

Aswith all physica components in any system, for example: clothes, trains, cars, televisions,
computers, yes — even transmisson and switching equipment, and cables, there is a finite
physicd life, beyond which the maintenance @sts exceed the running costs and at that time,
installation of new equipment is mandatory. This all comes under the term of “Life Cycle
Management”. In another language thisis called ‘legacy systems
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In the case of digital telecommunicaions equipment, not only does this equipment now lend
itself to very chegp massproduction methods, through it’s synergy with computer based
tedhnologies, but the reliability of theetedhnologiesis at least an order of magnitude (10
times) over the ealier eledromechanical and analogue tedhniques. The mnsequence of mean
timeto fail (MTTF) figuresisthat the reliability of these digital technologies will far exceed
their analogue and eledro mechanical predecessors. Unlike eledromechanical equipment
which has a gradually increasing fault rate with time, computer like equipment has a high
infantile mortality (which in any case is very low); then the fault rate falls away very quickly,
and stays almost insignificant for decades, then rises sharply towards the end of its useful life.

Enginea's pushed for digital tedhnologies for long distance @mmunications using optical
fibres, not only becaise of MTTF reasons, but they knew that digital transmisgons regenerate
their codes. Inthisregeneration phase: error detection and corredion is included meaning
that distortion is not amajor issue & it was for analogue transmission systems. Inthe
analogue @se, the signal is not encoded and re-generated but re-amplified so level variations
and distortion was a mgjor issue — and maintenance was intensive.

Further, engineers pushed for optical fibre & the distance beaer of choice, becaise the
ingtallation and commisgoning costs were minuscule in comparison to analogue and coaxial
and / or radio / satellite solutions in most cases. Satellites were and still are avery expensive
tedhnology in comparison to optic fibre, and optic fibre to the home in remote situations may
again be the beaer of choice over copper, radio and satellite.

Realising that much higher traffic densities were possible with TCP/IP on ATM, it was again
engineasthat paved the way to introduce thistechnology. The reasons were simple: the
optical fibre bearer was already in the ground and fully utilised and the engineers needed to
come up with an ingenious method to get better utilisation out of scarceresources. So they
did, and would do much more but most telcos have been stripped of their engineers and
replacal by consultant acountants, lawyers and sales and marketing teams — none of who
have the education, knowledge or ingenuity to strategically develop infrastructure!

Network Topologies

It has to be understood that the nature of metropolitan telecommunicaion networks and a
rural/remote telecommunicaion networks have divergent topologies. These neeal to be very
briefly outlined before the discussion gets any depth.

In the metropolitan case, the networks are usually meshes, where several centres are
conrected dredly from several other centres. Also in this case, the distances between these
centres are small, and the number of network nodes isrelatively high, so setting upnetworks
in ring/mesh structures is a sound engineering approacd. It isthistype of network topology
that is predominated in metropolitan areas, simply because of the traffic and population
densities and although very expensive to implement, it provides a very cost-eff edive solution.

In the @untry, rural and remote cae, the telecommunication networks are dmost always
tiered star arrangements, and the switching is then usually parented off more than one major
centre @& ameasure of network redundancy and congestion management. Distanceisthe
major issue here and it can be very expensive to implement even a star network to few
customers, and it is definitely not acommercial interest.

So business-focussed non-holistic telecommunicaion companies will not be establishing and
installing telecommunicaion networks in regional and country areas. They will instead
purchase the wholesale use of an existing telecmmunicaion network and then retail that to
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the austomers. All this meansisthat there will be asecond parallel set of retail staff
managing a set of limited resources (the austomersin a particular areg). The Southern
Telephone Company is atypical example of this philosophy.

In metropolitan areas it is not uncommon to have phone (multiple lines at will), fax and
analog modem services cgpable of at least 24,000 btg/s. |If the cdle has not been alrealy
used for Pair Gain Systems (PGS), then also Asymmetric Digital Subscribers Line (ADSL),
PABX facilities including B-ISDN and N-ISDN (OnRamp in Telstralanguage). To top it off,
multiple mobile phone networks leased lines, Virtual Private Networks, Cable Television, and
Cable Internet. And on all of these services the total congestion rate is usually low and the
delay of a deferred applicant isusually lessthan afew days at worst. That is a pretty wide
array of servicesand in rather good condition for most metropolitan customers.

In urban (non-major metropolitan areas) it is not uncommon to have phone (occasionally
multiple lines at will), fax and analog modem services cgpable of at least 24,000 bits/s. If the
cable has not been already used for Pair Gain Systems (PGS), then also Asymmetric Digital
Subscribers Line (ADSL), PABX fadlities including B-ISDN and N-ISDN (OnRamp in
Telstra/Alcael language). Also, a mobile phone network, leased lines, and Virtual Private
Networks (VPNs). And on all of these services the total congestion rate is usually medium to
high, with deferred applicant having to wait from days to weeks as normal | would believe.
That isafairly wide aray of services and in rather good condition for most urban non-
metropolitan customers.

In non-urban areas it is not common to have phone, fax and analog modem services cgpable
of at hopefully 9,600 hts/s, and maybe a mobile phone network. That’sit! And on all of
these services the total congestion rate is usually high, and | would believe that the deferred
applicant for better services would range from monthsto years. That is comparatively afairly
low array of services and in rather fair to poor condition.

Conclusion

The problem in non-urban areas is that the infrastructure is not there asit isin the
metropolitan areas in CBDs, and as gated before it is not a profitable businessto be in as
these services (under conservative businessplanning guidelines) will be the first to be
dropped. Inthiscase abusiness model isinappropriate and a dmmunity model neelsto be
developed, asit isvital for all Australians, no matter where they are located in Australia, to
have metropolitan like communication facilities, asthis is the information age and not the
induwstrial age.

Services that neel to be readily available in the non-urban areas include ADSL, mobile
networks and B-1SDN on top of the existing telephony services. If the urban services were to
be introduced in those aeas, then Engineaswill have to innovate new techniques to extend
the services common in metropolitan areas to rural and remote communities. Further, the
traffic densities in the infrastructure needs to rigorously upgraded, by including intra-regional
(not flat) ring optical fibre networks in country areas, and these optic fibre rings linked at
major country centresto provide wide geographic diversity and low congestion for rura
growth aress. Theseringswould provide ahigh traffic density cgpability with wayside acces
at most small community centres. Only then will Australia have the infrastructure to provide
adequate servicesto al Australians, particularly in regional and remote centres.
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B: Equitable Broadband Services

Reference:

The caacity of the Australian Teleammunications network, including the pullic switched
telephone network, to provide all Australians with reasonable, comparable and equitable
access to broadband services;

Response:

The dilemmaisthat we ae expeding to have the same or asimilar set of products available in
rural and remote aess, as we already have in metropolitan/CBD areas; simply because we
have deemed it appropriate that all Australians should have an equal chanceto do business
and/or communicae, and make distances and/or population densities non-isales. Thisisa
very tough call, but we do have technologies at our finger tips that can go along way to make
this areality, but to do so, it requires long term planning, with atruly national (holistic)
approad, and substantial and continuous funding. It is not apolitical item that can be fixed
in one yea or politica term and be tampered with the next year or political term. As gated
above, the policy isto provide & far as possible, a ammparable (ie alequate) telecommun-
icaion network servicesto all Australians — including Regional and Remote aess.

Inavery recent case, | was investigating the possibility of assisting seniorsto learn
computing in Merriwa, a smaller town in the upper readies of the Hunter Valley in NSW.
Barely what could be called Remote, more like Regional. As| understood it, they have an
ISP (Internet Service Provider) there & the CTC (Community Telecommunicaions Centre)
and it is conneded to an ISDN line (128 kbts/s) from Maitland, and that is the best that can
be done — and optic fibre passes through the town and there is no wayside mwnnedion to the
best of my knowledge. 1 live in a metropolitan area ad have able Internet a home and have
had so for yeas. If | wereto liveina @untry areg | would exped the same services.

Thisto meisadisgraceas if it is correct, then it speaks volumes for the ladk of infrastructure
in the non-metropolitan areas of Australia. There will have to be avery concerted effort to
construct a series of linked optica fibre rings throughout all of the Regional and Remote aeas
of Australia. Only then will the infrastructure can me of such atraffic density that it could
manage ADSL and Cable TV including Internet in remote aeas effedively. Anaternative
may be to use satellite to the most remote centres only and radiate with optical fibre from
those cantres, but the bandwidth of satellite is very narrow compared to optical fibre, and the
runnng costs of satellites is immense — making very poor commercial sense.

In my mind, no ISPshould be allowed to conned with a pipe thinner than a Megalink
(2.048Mb/s). Further, there nealsto berules %t in placethat limits the number of customers
per nominal ISP— Internet pipe, so that | SP/Internet link congestion is managed and
performing to an Australian performance standard. That activity would wipe out a large
proportion of ISPsthat are operating in conditions that | would consider to be very sub-
standard. It would forcethe issue to placethe neaessary infrastructure to match the needs of
Regional and Remote communities, as though they are part of the metropolitan community.

Over the last few yeas there have been some very interesting programmes of handouts by
various Governmentsto ‘give’ Regional and Remote communities the services they would
have already had, if these same politicians had not stripped Telstra of national planning and
infrastructure development, Reseach and Development, and impressed a business model on
where a ommunity model was very effedively working.

One of these was the Networking the Nation (NTN) which | believe isin its fourth phase of
rollout —and strangely enough receives very little pubicity! Inamost al cases, the
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communities have to put together a business case and plead for the funds for a particular
service and then if they are lucky, the funds for the serviceis provided, and they then have to
contract out to have it put in place. Compare that farceto a Forward National Planning
Branch that with R&D in hand, is constantly looking at future technologies and
developments, and how they can put these into the Australian community, a Planning Branch
that ensures that the infrastructure is in placeto match the projeded growth needsand a
Network Construction Branch that install s the egquipment on time under budget, and with the
Quality approacd to minimise rework.

The latter is very efficient, very effedive and has a very small overhead. It wasthe
introduction of competition that skewed the planning of infrastructure to be heavily biased to
CBDs and metropolitan areas. The businesscompetition model also broke up a holistic
planning function — leading to dugication of unnecessary long distance services, and the
omisgon of services in the Rural and Remote aess.

Unfortunately, the NTN initiative is also based on the businesscompetition model, and it tries
to fit into the community model, but of course it does not fit — hence the businesscases, the
tendering, pleading, and the goparent service provision. | am very sceptical of thiswhole
process and it istime to gve Telstra CountryWide the dharter to manage its affairs by giving
NTN to them — no gtrings, and let them run as a @mmunity service, not a business

Another classic isthe CTC (Community Telecmmmunication Centres) in NSW —to be run as
a high paying businessin a ommunity that islow in funds. | think it isthe right intention,
but the wrong model. As| understand it, Queensland has a similar model and | am surer that
other states have followed trad in sorts. | wish them well in their endeavours.

Conclusion:

The Australian public telephone switched network (PSTN) is, | believe well positioned to
provide high quality (highly repeaable) connedions to anyone else in the Australian PSTN.
The PSTN has largely been replaced by the ISDN as infrastructure and in distance onditions,
TCP/IP is used to advantage to provide very high traffic density on optical fibres.

| have no doubt that Regional and Remote Australians cannot be provided with comparable
BroadBand service to those in CBD and metropolitan aress. Thisissimply becaise the
joining infrastructureis (I believe) not there and will not be until there isa major change in
Government policy, and they drop the Businessmodel, and replaceit with the Community
model. When that is done, and Telstra CountryWide is given the darter to totally run NTN
without Government or other business interference, then there is a good chancethat it will
occur, but it will not happen ‘over night’.

| believe that the main problem is that of providing adequate bandwidth infrastructure to all
Regional and Remote cetres. With that in place services like effective ADSL in all towns
with a population greaer than (say) 120will be areality, aswill wide coverage mobile
services — beyond the highways.

Currently ADSL is pushingto get to 35 kmfromaDSLAM (Digital ServicesLine Access
Multiplexer), and different technologies (other than copper pair) will have to be introduced to
provide both long distances and wide bandwidth to customer premises — again — optical fibre
could be promising here.
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C: Improved Investment Patterns
Reference Current investment patterns and future investment requirements to achieve
adequacy of services in the Australian telecommunications network.

Response: As| understand it, the Australian telecommunications network is now a
conglomeration of some thousands of very small businesses, several hundred small to
medium size businesses, and some multinationals.

These businesses are all looking at the bottom line and through that, they are focussed on
returns for their investments, and simplistically that must be seen to be very good for the
businessemnomy — but not for the masses, nor for smaller businesses nor for regional and
remote Australians and their communities.

The endemic problem stems from the need to make money on every ded, and greed to make
as much money on every ded as possible — and thisis 4andard businesspradice Asthis
businessmodel is applied over any community all but the bigger businesses pay the price
Major Governments and major Opposition parties will not seethis as a problem asthey are
very heavily supported by major businesses, who, naturally press to have laws relaxed in their
favour — after all that is business — not a community issue.

Big businesses and multinationals are ale to and dochange the laws on the wuntries that
they operate in. They also have considerable *bully’ power and are lean on overheal
management costs. Contradors and sub-contradors have very little ‘bully’ power, even the
reverse, they are the ones bullied, from both sides, their clients and contradees. The net result
isthat contractors and sub-contradors have to drop Quality pradices and work on piecetime
acmuntancy pradices. This cannot be good for the Australian community.

When Optus had its major network installed, | understand that contract, and a subsidiary
(arms-length) Telstra company that won that contrad did it. | head it on very good authority
that Optus were very pleased with the arangement as it was on time, under budget (about half
that of competing multinational companies), and the Quality pradices exceealed any other
previous contrad that Optus parent company had struck in the globe.

Recently | was made avare of anot so small businessthat was drawing cables under contract
for amajor communicaions company. They had to make ansiderably more underhand
payments and client favours (eg build fences, dams, contour banking, make roads, extra
wiring) with their equipment than when these same people were working WITH the major
communicaions company. And they had to come in with a profit margin. No doubt the
contracted price was much higher than with a major telco as the bading.

It should be very obvious from these two situations, that Quality pradices and critical size ae
the imperatives for improved telecommunications install ation businesses.

Investment patterns for the Australian telecommunicaion network isa community issue, and
inthat light, business must be amajor part but not the @ntrolling part —and that isthe
dilemma. Inthe days before ‘competition’ there was one major and very highly co-ordinated
body, making sure that the investment capital used for the Australian telecommunicaions
network was very wisely spent. Duplicaion of services was virtually impossible and in much
ealier times, (when telecommunicaion equipment was particularly expensive) service
occupancy rates were extremely high, making vrtually full utilisation of the network on a
long-term basis areality. The problems of extreme network congestion meant long delays to
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get athrough connedion, several hours wait was not unreasonable in making a all
Melbourne - Sydney — Brisbane, and connedions to Perth meant sometimes days delays.

Astednologies have dhanged, the costs of telecommunicaion equipmnet has come down
significantly, and here ae afew examples. The introduction of printed board assemblies
(PBAS) carved the production times and costs of telecommunicaions equipment, as did the
introduction of transistors (to reduce power consumption), ferrites (to improve filter designs),
analogue integrated circuits (1Cs) (to improve system stability), digital 1Cs (to improve
network management equipment), digital switching (to drastically improve both switching
cgpability and reduce maintenance), digital transmisson (to radically reduce the investment
cost and grealy improve the performance standards of long distance transmisson), optical
fibres (to replace very expensive maxial cables, and radio systems) and digital computers (to
totally compliment the productivity improvements all of the @ove).

While this telecommunications technology revolution took placeover the last 40 yeas, most
politicians had their eyes taken off the ball and were re-focussed on the businessbottom line,
and not the total Australian telecommunications network. The mnsequence of thisisthat the
politicians were focussd to seethe rising returns for telecommunications, and they were
being pressed by avery big external power to introduce ‘ competition’ asthis political power
had manufaduring businesses that were pushing to sell their wares.

Asaresult of this, Australia and most other countries were caight up in a frenzy of stripping
government owned and managed assets from governments and handing them largely into the
hands of shareholders, who aretotally focussed on asset growth and return on investment.
The ‘sell” onthiswasto let people acually buy what they already own and had inherited, and
a high proportion of Australian businesses bought it (and expeded the value to continue
rising, assuuming that it would be managed by conservative forces who in the past had an
impecacable record). Simultaneously, the regulations were pulled out and watered down so
that lesser equipment standards would be allowed in. There was a problem here: Australia
was firmly locked into the International Telecommunicaions Union (ITU), and the standards
did not fall, so the ruling body was broken up to make things * more flexible’. QED.

Now with competition, the sell was that prices would fall, but instead of one management
organisation to feed, there were two, then threg then many. Worse still, instead of working
together to provide the Australian telecommunications network, these businesses worked in
opposition, and dyplicaed many networks and services — making an overall more expensive
network than before, and over capacity. In other words, the mgjority of Australia has been
over provisioned for big business(CBD) based networks and services and severely under
provisioned for non-CBD, metropolitan, country and remote services and equipment.

Asif thiswas not bad enough, one of the Governments intervened and refused to alow cross
subsidisation from a profitable aeato alesser or non-profitable aea(Country), and that
meant that from then on — country, rural and remote aeas would have aminimum of services
provided — but Telstra had to adhere with the Customer Service Obligation (CSO) in any case.
It is gandard pradiceto apply cross sibsidisation in any business; especiall y those based on
community needs. Families are classc cases of cross sibsidisation where parents support
their children and help them grow. Rules for some but not for others!

In about 1987, Telecom/Telstra set up a Country division, based in Brisbane & its
Healquarters and it managed their customers very effedively. | believe that it was
effedive that it embarrassed the Metropolitan Division and consequently it was broken upin
about 199%. Why are we not surprised that a‘new’ Country Division has recently been
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creaed? The alarm bells should be almost dedening to all but the most inept politicians, that
the investment processes particularly in Country regions are an acaimulative disaster, Telstra
isdoing all that it can for these people axd the money that has been stripped from Telstra
through ‘ competition’ is not being wisely invested.

Networking the Nation (NTN) is a clasgcal case of open admisgon that the Federal
Government got it totally wrong when it stripped the funds from Telstra, gave these funds and
‘freedom’ to competitive forces, and then opened their pockets for isolated communities to
plead for services that they would have received — with solid infrastructure —to make it all
work correctly.

With the Government push for full-on competition the lateral investment in advertising and
marketing meant that considerable funds (resources) were defleded from core businesses -
(that of providing awell engineaed and overall cost effedive communications network
infrastructure network for al Australians), into advertising, sponsoring and the introduction of
heavily duplicated products by competitive communications based companies. This cannot
be a ost-effedive solution to ‘drive down’ call costs.

A typica example of the destructive nature of governments (and oppositions) intervention
through introducing full on competition is the multiplicity of mobile phone networks. In eah
of the main capital citiesthere ae typically 4 GSM networks and 2 CDMA networks, eah
costing at least $50M to install and another $50M to conned and each of these 4 or 5
companies has management overheads, management systems and technical and engineaing
staff. The austomer issue isthat none of the networks provides total coverage and many
country areas have missed out. Call costs have to refled the equipment install ation and
commisgoning costs, and ongoing overhead costs for the 4 or 5 companies. So thanksto
governments and oppositions the “driven down mobile all costs’ are heavily advertised in
TV, and call costs much higher than they would have been without the alvertising, multiple
managements, tedhnical staffs, thin (duplicaed) geographical coverage in metropolitan aress,
and ladk of infrastructure and coverage in country and remote aess.

Cable Television is another debacle where | estimate that between $2 B and $4 B has been
wasted through dugicaion of service acess. It isobviousthat content isthe big issue here,
and a deal needs to be struck to alow Optusto let go of this disaster, before it too, like
One-Tel is shaken out of the market. Australiaistoo small in population and too large in area
for full on competition.

Currently we gparently have more than 1,000 Internet Service Providers (ISFs) in Australia.
We ae also looking for self-regulation, and such athing is very difficult in a shakeout market
asevery one is getting more desperate to stay in businesswith lessrevenue. The market
shakeout merely provides customers with temporary deflated prices, and sagging service
standards. When the surviving telco are left, they have an awful legacy of low price
expectancy from the austomers, poor standards of equipment being integrated into a much
higher standard network (from the failed companies) and job losses that make the major telcos
look mean and uncivil. Inall thisthe surviving telcos have to hold the prices while they
re-port the austomersthat lost their ISPs, provide a better servicethat what those austomers
had before, and make aprofit —if it is businessbased. Another very tough call.

Non-holistic businesses focussed telecommunicaion companies have established and
installed telecommunicaion networks in and between major CBDs and metropolitan aress.
Thisis simply because the population density and the demand for services per unit areawas
high enough that they can undercut the establi shed telecommunicaions companies (because
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there was no legacy equipment and services there) and for arelatively short time — afew yeas
— provide asuperior service |f by then these parasitic companies have not arealy failed
through poor planning and/or excessive payments to their Directors, they will attempt to
offload their network to amore established telecommunications carier, and move on. They
are not community minded; they are *business' minded.

Conclusion:

The alarm bell s should be almost deafening the politicians, and telling them that we have
another communications disaster that is waiting to happen. We have the telecommunications
index on a freefall on the stock market, and several companies have drastically lost value or
decided to close business as their business plans did not show value. One wonders who
signed off on these business cases and what ac@untabilities they had to sign off on such.

Those politicians that are not inept must by now be redising that telecommunicaions is not
only abusinessissue but a ommunity lifeblood issue also, and that the cmmmunity needsto
take precalence and the business will follow later. Currently we have the “Cart in front of the
Horse”! Thisisthe reason that the aurrent investment patterns in overstocking the
CBD/metropolitan networks and starving the Rural and Remote networks, is heading for a
disaster.

The community issue here is that people will not live in Country / Rural / Remote regions of
Australia becaise the ommunications in these aeasis 9 poor in terms of Internet, mobiles
and Cable TV. (Satellite TV isa mmpensating factor.)

Currently we have avery high number of business managers overseeing a plethora of
telecommunicaions companies and contracting arrangements. The true picture of just how
many people who are working in the telecommunications industry is heavily shrouded by
contract arrangements making the figures look alot ‘cleaner’ (or lower than they really are).

The Government in providing ‘ handouts in the form of NTN grants and the like isa very
piecemed approad that is extremely ineffedive and clumbersome, and this funding goes
primarily into the Regional and Remote aeas — administered by Telstra CountryWide — after
along paper trail isexhausted. It makes alot of common sense to me for this whole charade
to be dannelled diredly into Telstra CountryWide, and let them do the job without
Government intervention. Inthat way, the infrastructure would be put in place and the
services provided and the overheals would be minimised — on time and under budggt.

The Government has to redisethat if it sells Telstra, it will still haveto provide continual
support to Telstra CountryWide and it has to run in a business approac (asit alrealy does).

In this situation Telstra CountryWide is not asale item, but a main Government infrastructure
provider. Likewise, Telstra Residential is not asale item — as it makes no money. That
leaves Telstra BusinesgGovernment — and itsrole is also therefore to suppat Telstra
CountryWide with funds and expertise, such that the Government does not have to fund
Telstra CountryWide!

It makes common economic sense for the Government to buy bad at areduced pricethe part
of Telstrathat was ld — and leave it an arms length Government business!
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D: Telecommunications Industry Restructure

Reference:

Regulatory or other measures which might be required to bring the Australian
telecommunicaions network up to an adequate level to ensure that al Australians may obtain
access to adequate telecommunicaions rvices,

Response:

It is very obvious to me that there is srious network dugication in several areas and in other
areas the networks are dl too thin. Thereis no national body that holds a registry of all
commercial circuitsnetworkslinks, and to me thisis atragedy as we should know that we are
investing in the best network for Australians, and na just afew multi-nationals, and large
companies.

As sich | am proposing that a central registry of all commercial links be placed in the hands
of agovernment body that is essentially remote from all telcos — somewhat like how
AUSTEL was. This body could then advise telcos of duplication or worse, and advise telcos
of where the network structure redly needs building. Further it would rein in the plethora of
ISPs and provide them with a charter of service standards for them to report bad on and
hopefully in nea real time.

It would become the Australian Telecommunicaions Network Planning Bureau and be the
central advisory body. It would encompass/ take in several satellite bodies including the
ACA, ACIF and other lesser groups.

Conclusion:
As per the response.
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E: International and Other Ratings

Reference:
Any other matters, including international comparisons, which are deemed relevant to these
issues by the Committee

Response:

Competition, Sales and Marketing

Competition was | believe, introduced as a front to ‘drive down’ what was ®en as ‘ excessive
telecommunicaion costs. The first approach wasto publicly disgraceTelecom Australia
(and all the people that worked in it) by comparing internationally the local, regional and
inter-regional call costs related on to time and distance. The finger was then pointed to where
the figures for Telecom Australia did not look better than ‘competitive cariers’. Surprise,
surprise there were no geographicaly similar countries, dired comparisons were made with
countries having much higher population densities, and when these figures were more dosely
analysed, Telecom Australia ame out looking quite good — but these figures were not
considered. Jadk Keavney’s book “The Time for Truth” uncovered this farcical debacle and
showed the deception for what it was.

In 198Q the first digital exchanges were installed in Australia— but these all conneded to
analogue equipment, and it was sveral years before digital transmisson networks could
make these digital exchanges show real value. The operating costs were coming down
because of technology issues, where obsolete equipment like cax cable, valve based
equipment, and step-by-step exchanges had to be replaced, not because of not competition,
nor market forces. The maintenance @sts were spiralling, and the service performance was
falling quickly, and replacement was overdue. The godsend was optical fibre with digital
transmisson tedhniques, and the synergy of digital switching exchanges (with virtually no
moving parts), with digital transmisgon, went well beyond what happened with analogue
transmisson, and analogue eledromedianical exchanges.

Competition?

With the introduction of competitive communications cariers, several ‘ Gateway’ exchanges
had to now be included into the non-international inter-exchange-network — and at
considerable expense. Somebody had to pay for these exchanges. As| understand it, good
old Telecom/Telstra paid for these exchanges. Which means that the pulic had to fork out
for these through cal costs, service fees and line rentals, that otherwise would have been
significantly lower if * competition’ had not been introduced.

Telecom/Telstra dso had to put up spacein their telephone exchanges to accommodate these
competitive cariers—at as| understand it Telecom/Telstra’ s expense. This newsreceived a
very low priority —almost like it may have been suppressed. As| understood it, this
exchange space acesswas doneto gve mmpetitive cariers a springboard chance No doubt
if these are small communicaions businesses they could never afford it and their call costs
would be immense to accommodate these setup expenses. Large ammmunicaions businesses
no doubt got afreerideto rip into Telstra's businessand make it even lessprofitable for
Telstra. Inthat processit forced down the then current Telstra ‘profit margin’ (read re-
investment capital). Thiswas not competition forcing down call conned prices, but a very
inept then government (and opposition) move to unwittingly kil l off the best run businessin
Australia, cripple reseach and development (R&D) and push Australia badk to agravel pit
eqonomy.

It must be obviousto all but the most inept business people that the businessmodel for
competitive cariersin Australia annot work unless grious cgpital is invested in the short
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term and in the medium/long term, the returns must well exceeal the investment to be
profitable.

Thisistherefore avery scary business plan, considering that the usage msts are trending
down, meaning that the long term (>3 yeas) profit can in no way be guaranteed. This means
that the short-term businessplan must be positive, and that the new products brought on line
must show a very positive cah flow, and that the customer solution must be seledive to
acarately target the highest usage and therefore paying customers. Optimistically alin 10
businessplan such as this acually happens — but the other 9 — are doomed to fail.

Marketing?

This brings in Marketing, and in the Telemm Australia ea, marketing was a small expense
issue, as most of the ‘profits were adually re-investment funds and these went into wages
and equipment replacement. Aswith all established businesses, there is legacy equipment,
those that are reading the end of their use by date and new engineeaing solutions need to be
developed (usually from engineering reseach). Legacy equipment, products and services
usually have excessive overheals. Phasing these out requires engineaing ingenuity together
with marketing, and both are required to work together, and need each other for both to be
succesdul.

The Change of Guard

Along with desperate alvertising; lawyers, marketing and sales gaff have been added to all
telcos at the liberal expense of engineers, and technicians, and insteal of re-training their
existing staff in I'T (and not redising that many of the staff that they “let go” were well versed
inIT), new IT gaff have been rought in — but their telco history is sort, so mistakes that
were made eallier are being perpetuated through ignorance and lack of wisdom — (read ladk of
experience). It isabitter pill and in particular Telstra and the Government and the Opposition
are paying the price (along with Regional and Remote Australians).

Conclusion:

International comparisons are afutile exercise, as in the cae of a government monopoly, the
prices would have been set to just cover the running costs of the equipment and provide for
new equipment at the end of the life cycle. Inthe cae of a freestanding business a cetan
profit istaken off for advertising, diredors fees, advisers, share dividends and tax — and
usually inthat order.

There aeinternationally agreed performance standards managed by the ITU-T, and these
should be the target.

We have awindow of opportunity to create communicaions infrastructuresthat can be
exported to the rest of the world. Thiswindow can be opened by moving out of the business
planning model and moving into the cmmmunity planning model. Businesswill follow. Itis
up to you to make the moves to change Government thinking.
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