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= FhIS’session focuses on strategic approaches regarding
broadband deployment in the AustralAsian region. Eor each
of the countries Japan, New Zealand and Australia the
session aims at highlighting the major elements of the
different national broadband strategies, the status quo of

Implementation, and the envisaged further steps,to,achieve
the ultimate goals. Furthermore, the specific approaches
regarding regulatory and competition policy issues, financing,
and demand stimulation will be addressed. Against this
gackdrop, the session will also focus eip the; specificielesianas
[URCHONS ofi thesStatEMnNparticuiarwitgiegard to the
deployment and operation ofi the broadband infrastructure.
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Surveys Previeus Australlan broadband™
policies. ... .and what they achieved.

Describes the NBN concept and
Implementation.

Considers the structural, regulatory’ and
competition issues surrounding the NBN.

pEr@oensiders WP for highern- speed andmulti-
JNEAIA, .
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The Evolution of Broadband Policy in Australia Pre-NBN




Early.Starte.. . Buksiow.pegiessiuntili 2005

_tLQ OCell 1000 \/elS L"ﬁ-' ellael 1p) (1999

= There has been some competition for DSL
“rom HEC cable ... although Telstra owns
one of the two cable networks. (HFC cable
was deployed by both Telstra and Optus In

the mid-1990s with some overlapiin
Sydney, Melbourne and Brisbane.)

wesdlielstraieduced retall DSL prices

= substantiallyani200s,andipenetration
9egan torgrow more rapidly.
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2 nZ00sfelsiter ofo ggsieel ylifeligie)enijoe
network (to:thenode).

=RIS Was Ssubject to Intense negotiation,
but eventually broke down.

his was followed in 2007 by anether
proposal from a consortium of non-Telstra
_canriers (FANOC or G9), but ultimately this
~ hid was alsguunsuccessiulis
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‘wireline/wireless provision outside the
main-cities (especially Broadband
Connect), awarded by the previous
Coalition Government to an Optus-Elders

consortium.
= This arrangement was: cancelled by the

e

new Laber Government inreanly: 2008!
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= Thenew government commenced atender
process in (April) 2008 to determine the provider
of a fibre network (although ostensibly the process
was technologically neutral).

= A Broadband Panel of Experts was established to

guide the process.

= Telstra’s bid was controversially excluded from the
ender because it did not comply -

=N RPApHIF2009M[Etender process was abandoned
"and the NBN proposal was made.




Australian Broadband Achievement Pre-NBN




2 Tafotlelgleticalbinls, areziel ezl
speeds in Australla increased (as they olfef

across most OECD ceuntries); especially after
- 2005.

= Several countries have exceeded 30 per cent
population penetration* — the Netherlands

(38%), Scandinavian countries, Korea:and
Canada lead in penetration.

= Australia’s penetration level has risen relatively
Landis new:(at 25 per cent)* about two

- percentagepointsiaboyve, the @ECD average ..

W butafairdistance below the Ieaders.

OECD definition — excludes mobile broadband
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DSL is still dominant at 60 per cent of all SUbSerptions,
puUt IS net domimant m North America (where HEC has a
~larger share), but even more dominant in Europe

(average 80 per cent DSL) and Australasia.*

Fibre, LAN and ‘other’ account for only about 11 per
cent.”

= The OECD data are the best available en a
comprehensive basis, but there are sins of omission
(mobile broadband like HSDPA) and of commission

= (Includes things that are not very:fast).
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_*Q_ECD definition < exclides mobile broadband




OECD Broadband subscriptions, by technology, June 2009

Total subscribers: 271 million
Source : OECD

Cable Modem
29%

Fibre + LAN
9%







= After years ofi policy perturbation) ayear
_ago the Australian' Government
anneunced a supply-side nitiative, known
as the National Broadband Network
(NBN).

= The Government described 1ts NBN as:

an historic nation-building investment ... the
= single largest nation buildingpnirastructiiresssss
o ProjecHiAUSTralianrRistory
= |t would cost up to $43 billion (about $36
billion US) over eight years.




({0 bund and eperate the network prowdmg 90! per_cen'r"ﬁbTeJm e
premises’ coverage delivering speeds of 100 megabits per second
Withiremaining coverage through state of the art wireless and
satellite technologies, offering speeds of up to 12 megabits per
second or more, to people living in more remote parts of rural
Australia.

= |t was announced that NBN Co would be a wholesale-only
provider, allowing regulated open access to service
providers.

SEERhysical activity in the first year includes buildingsthe e,
. network ingiesmeniendeploymentintive national test

-'S|tes filling In"siIx gaps in the backboene: transmission
network and network planning.

*Search ‘NBN Co Limited’ for comprehensive information from its website.




Implementatlon Study to determlne OpPerating
arrangements, network design, ways of attracting
private involvement, etc.

= This was performed by McKinsey and KPMG, at a

cost of $25 million.

= |t was received by Government.on 5 March 2010
wbutshas netbeen released yet — the Minister says
- |t Will be releasediefione the ddsiviay budget.

- Of Course, its contents are subject to intense
speculation.




Cost Considerations

— =

RS omEe say $438 Plien does ot hiave a Hoorous:
9aSIS.
*|i considering cost there Is a difference between
the cost to the economy and the costs to the
parties.

= The cost to the economy will depend largely:enrhow
much Iinfrastructure sharing with Telstra (or with
utilities) takes place.

SRR Willithe new network ‘duplicatestie existing enesss
. (fgreenlieldsferstand-alene)™ . or will it
“Supplement 1t? [considered soon]




GoVvemmentyersusiPiivaie-seciorlnvelvement

lethe Gorrﬁ_e_ntaflmpae?—'pﬁ'\?aié- |
sector Involvement, at present NBN Co IS
effectively a government business

enterprise — at this stage NBN Co does not

have a private-sector partner.

= The Government has said it will privatise its
e share norlater than five years after it.is fully.
operatlonal (2009 + 81 +5=2022).




T he Proposedilleqisiationt — Structure

'"mﬂ]ctura

It'has placed pressure on the vertically ——
‘Integrated Telstra to separate (‘veluntarily’) Its

network and service elements.
‘the reforms address the structure of the
telecommunications market and provide Telstra with
the flexibility to choose Its future path’ with the
‘Government’s clear desire for Telstra torstructurally
separate, on a voluntary and coeperative basis’.

e _Jhe Government has said it will preclude Telstra

o iliem spectrum,allocation andiexerciser other: —
_ MinistenalfpewersifiTelstra does not separate
eluntarily.

*Iegislation and EM available on DBCDE website: dbcde.gov.au.




Proposed Access Ariangements

e GOVEMMENT IS alSerpIoPoSINUrCHaNCES IO
aCCESS regime.

= Inparticular, the legislation would' eliminate:

- the negotiate-arbitrate approach that has operated
since 1997

- ordinary access undertakings

 Access terms would be determined injadvance,
based on specified principles.

« However, this legislation will' not be considered by
e Senate before 11 May. -

= | the. meantimer NENIColis talking to the ACCC
wanout lodging a special access undertaking.







— " Sharng common nfrastructire st afeatuire
_Off telecommunications, even between
rivals — It Is difficult to find even one
example in major OECD countries of
where a telecommunications network of

any kind completely stands alene.

= |n this case, the more the NBN can share
D With, Jielstra’s fixed-line netwerik, thetlowerrss
e cesitorte economy.

= Consider the following schematic:
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" HE amount NBN Co IS broadIyTepOTted'tU-have
offered Telstrais $8 billion.

- Telstra is reported to be asking upwards of $12
billion (possibly much more) to cooperate.

On the other hand, the Minister has said that the

viability of NBN Co Is not conditionalien:Telstra’s
cooperation.

This Is also said to be the view of the
Simplementation Study.

=AL the Umeeiwnting, helstrarand NBN"Co have
S hetbeen able to reach an agreement on cost
sharing.

T




Demand: WTP and Stimulation




ibre Services

0 mulEmedia
by Australian-users;Is Important for the financial
vViability.of the NBN.

However, WTP for faster data speeds and multi-
media has not been widely tested.

Australians are known as rapid adopters,— for
example, the historical transition from dial-up to
DSL, HFC and wireless broadband was rapid in
spite of higher prices.

* = Perhaps the closest we are cumently getting tor
-2 marketiesiisarelstrarsADSIC 2+’ costing up
"0'$200 per month (including phoene rental).
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ldnge sulestantially

= Estimates-that monthly retail prices ranging up to
$200 per month would be necessary to defray the
$43 billion cost have been described as ‘fanciful’

by the Communications Minister.

= NBN Co’s executive chair has said that it will
‘have to meet the market” with a ‘slightly higher
- price on Wholesale eflecting realvalue added: =

"iiherewiltalso be substantial in-premises costs —
set-top box and cabling.

".___-.-l-"




T ransfer of Telstra’s Customers

geta very high proportlon of customers

= To achieve this, Telstra might have to be induced
to transfer Its customer base over to the NBN.

= Recently released draft legislation leaves open

the prospect that NBN Co may have seme
access to retail markets. If this was toe occur,
wielstra is saying it will needieven greater
- . CompensationieNansieis cistomers.
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Conclusions




A —

making Its' way threugh the Parliament and
“Various negotiations are taking place.

I_

owever, there Is uncertainty about:

= the extent of private involvement

= the overall cost to the economy — depends on

)

haring possibilities (e.qg., with Telstra?)

= whether NBN.Co can go it alene
SN hat'is the'need (WTP) for speed?




Proportion of Subscribers by Connection type
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Internet access via mobile networks has become an increasingly important
way for people to access content and services. This growth in mobile
broadband is an area which the OECD follows closely and OECD countries

have expressed interest in measuring Internet access via mobile networks.
There are significant methodological challenges to address before the OECD
can publish a comparable mobile broadband indicator across countries. One
of these is how to separate connections used for Internet access from
. standard 3G mobile subscriptions where subscribers have the capability.to
 access the Internet but choose not to. The OECD'is in discussions with
~ member countries to develop a common methodology which will be

comparable across countries. If there is agreement, a new mobile broadband
Indicator could be available in 2009.




