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The Task Set by WIKThe Task Set by WIK

This session focuses on strategic approaches regarding This session focuses on strategic approaches regarding 
broadband deployment in the AustralAsian region.  For each broadband deployment in the AustralAsian region.  For each 
of the countries Japan, New Zealand and Australia the of the countries Japan, New Zealand and Australia the 
session aims at highlighting the major elements of the session aims at highlighting the major elements of the 
different national broadband strategies, the status quo of different national broadband strategies, the status quo of 
implementation, and the envisaged further steps to achieve implementation, and the envisaged further steps to achieve 
the ultimate goals.  Furthermore, the specific approaches the ultimate goals.  Furthermore, the specific approaches 
regarding regulatory and competition policy issues, financing, regarding regulatory and competition policy issues, financing, 
and demand stimulation will be addressed.  Against this and demand stimulation will be addressed.  Against this 
backdrop, the session will also focus on the specific roles and backdrop, the session will also focus on the specific roles and 
functions of the State, in particular with regard to the functions of the State, in particular with regard to the 
deployment and operation of the broadband infrastructure.deployment and operation of the broadband infrastructure.
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This PresentationThis Presentation
Surveys previous Australian broadband Surveys previous Australian broadband 
policies … and what they achieved.policies … and what they achieved.
Describes the NBN concept and Describes the NBN concept and 
implementation.implementation.
Considers the structural, regulatory and Considers the structural, regulatory and 
competition issues surrounding the NBN.competition issues surrounding the NBN.
Considers WTP for higherConsiders WTP for higher--speed and multispeed and multi--
media.media.
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The Evolution of Broadband Policy in Australia Pre-NBN
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Early Start … but slow progress until 2005Early Start … but slow progress until 2005

The local loop was unbundled in 1999.The local loop was unbundled in 1999.
There has been some competition for DSL There has been some competition for DSL 
from HFC cable … although Telstra owns from HFC cable … although Telstra owns 
one of the two cable networks. (HFC cable one of the two cable networks. (HFC cable 
was deployed by both Telstra and Optus in was deployed by both Telstra and Optus in 
the midthe mid--1990s with some overlap in 1990s with some overlap in 
Sydney, Melbourne and Brisbane.)Sydney, Melbourne and Brisbane.)
Telstra reduced retail DSL prices Telstra reduced retail DSL prices 
substantially in 2005 and penetration substantially in 2005 and penetration 
began to grow more rapidly.began to grow more rapidly.
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Two Proposals to Build FTTNTwo Proposals to Build FTTN
In 2005 Telstra proposed building a fibre In 2005 Telstra proposed building a fibre 
network (to the node).network (to the node).
This was subject to intense negotiation, This was subject to intense negotiation, 
but eventually broke down. but eventually broke down. 
This was followed in 2007 by another This was followed in 2007 by another 
proposal from a consortium of nonproposal from a consortium of non--Telstra Telstra 
carriers (FANOC or G9), but ultimately this carriers (FANOC or G9), but ultimately this 
bid was also unsuccessful.bid was also unsuccessful.
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Broadband ConnectBroadband Connect
There was some targeted subsidy for There was some targeted subsidy for 
wirelinewireline/wireless provision outside the /wireless provision outside the 
main cities (especially main cities (especially Broadband Broadband 
Connect)Connect), awarded by the previous , awarded by the previous 
Coalition Government to an OptusCoalition Government to an Optus--Elders Elders 
consortium.consortium.
This arrangement was cancelled by the This arrangement was cancelled by the 
new new LaborLabor Government in early 2008.Government in early 2008.
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Initial Tender ProcessInitial Tender Process
The new government commenced a tender The new government commenced a tender 
process in (April) 2008 to determine the provider process in (April) 2008 to determine the provider 
of a fibre network (although ostensibly the process of a fibre network (although ostensibly the process 
was technologically neutral).was technologically neutral).
A Broadband Panel of Experts was established to A Broadband Panel of Experts was established to 
guide the process.guide the process.
Telstra’s bid was controversially excluded from the Telstra’s bid was controversially excluded from the 
tender because it did not comply.tender because it did not comply.
In April 2009 the tender process was abandoned In April 2009 the tender process was abandoned 
and the NBN proposal was made.and the NBN proposal was made.
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Australian Broadband Achievement Pre-NBN
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Throughout all this, broadband penetration and Throughout all this, broadband penetration and 
speeds in Australia increased (as they did speeds in Australia increased (as they did 
across most OECD countries); especially after across most OECD countries); especially after 
2005.2005.
Several countries have exceeded 30 per cent Several countries have exceeded 30 per cent 
population penetration* population penetration* –– the Netherlands the Netherlands 
(38%), Scandinavian countries, Korea and (38%), Scandinavian countries, Korea and 
Canada lead in penetration.Canada lead in penetration.
Australia’s penetration level has risen relatively Australia’s penetration level has risen relatively 
and is now (at 25 per cent)* about two and is now (at 25 per cent)* about two 
percentage points above the OECD average ... percentage points above the OECD average ... 
but a fair distance below the leaders.but a fair distance below the leaders.

**OECD definition OECD definition –– excludes mobile broadbandexcludes mobile broadband



1212

0

5

10

15
20

25

30

35

40

Netherla
nds

Denma rk
Norway

Switze
rla

nd
Korea
Iceland

Sweden
Luxembourg

Finland
Canada

Germ
any

France

United Kingdom
Belgium

United State s
Austra

lia
Japan

New Zealand
Austria
Ire

lan d
Spa in Italy

Cze ch Republic
Portu

ga l
G ree ce
Hungary

Slova k R
epub lic

Poland
Turke

y
Mex ico

Source: OECD

DSL Cable Fibre/LAN Other 

OECD Broadband subscribers per 100 inhabitants, by technology, June 2009

OECD



1313

Existing and Emerging TechnologiesExisting and Emerging Technologies

DSL is still dominant at 60 per cent of all subscriptions, DSL is still dominant at 60 per cent of all subscriptions, 
but is not dominant in North America (where HFC has a but is not dominant in North America (where HFC has a 
larger share), but even more dominant in Europe larger share), but even more dominant in Europe 
(average 80 per cent DSL) and Australasia.*(average 80 per cent DSL) and Australasia.*
Fibre, LAN and Fibre, LAN and ‘‘otherother’’ account for only about 11 per account for only about 11 per 
cent.*cent.*
The OECD data are the best available on a The OECD data are the best available on a 
comprehensive basis, but there are sins of omission comprehensive basis, but there are sins of omission 
(mobile broadband like HSDPA) and of commission (mobile broadband like HSDPA) and of commission 
(includes things that are not very fast).(includes things that are not very fast).

**OECD definition OECD definition –– excludes mobile broadbandexcludes mobile broadband



1414

OECD Broadband TechnologiesOECD Broadband Technologies
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The April 2009 NBN Proposal … and the year since
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The April 2009 AnnouncementThe April 2009 Announcement
After years of policy perturbation, a year After years of policy perturbation, a year 
ago the Australian Government ago the Australian Government 
announced a supplyannounced a supply--side initiative, known side initiative, known 
as the as the National Broadband NetworkNational Broadband Network
(NBN).(NBN).
The Government described its NBN as: The Government described its NBN as: 

an historic nationan historic nation--building investment …building investment … the the 
single largest nation building infrastructure single largest nation building infrastructure 
project in Australian historyproject in Australian history

It would cost up to $43 billion (about $36 It would cost up to $43 billion (about $36 
billion US) over eight years.billion US) over eight years.
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NBN Co*NBN Co*
The Government established NBN CoThe Government established NBN Co

to build and operate the network, providing 90 per cent ‘fibre tto build and operate the network, providing 90 per cent ‘fibre to the o the 
premises’ coverage delivering speeds of 100premises’ coverage delivering speeds of 100 megabits per second megabits per second 
with remaining coverage through state of the art wireless and with remaining coverage through state of the art wireless and 
satellite technologies, offering speeds of up to 12 megabits persatellite technologies, offering speeds of up to 12 megabits per
second or more, to people living in more remote parts of rural second or more, to people living in more remote parts of rural 
Australia.Australia.

It was announced that NBN Co would be a wholesaleIt was announced that NBN Co would be a wholesale--only only 
provider, allowing regulated open access to service provider, allowing regulated open access to service 
providers.providers.
Physical activity in the first year includes building the fibre Physical activity in the first year includes building the fibre 
network in Tasmania, deployment in five national test network in Tasmania, deployment in five national test 
sites, filling in six gaps in the backbone transmission sites, filling in six gaps in the backbone transmission 
network and network planning.network and network planning.

**Search ‘NBN Co Limited’ for comprehensive information from its wSearch ‘NBN Co Limited’ for comprehensive information from its website.ebsite.
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The Implementation StudyThe Implementation Study
The Government commissioned an The Government commissioned an 
Implementation Study to determine operating Implementation Study to determine operating 
arrangements, network design, ways of attracting arrangements, network design, ways of attracting 
private involvement, etc.private involvement, etc.
This was performed by McKinsey and KPMG, at a This was performed by McKinsey and KPMG, at a 
cost of $25 million.cost of $25 million.
It was received by Government on 5 March 2010 It was received by Government on 5 March 2010 
but has not been released yet but has not been released yet –– the Minister says the Minister says 
it will be released before the 11 May budget.it will be released before the 11 May budget.
Of course, its contents are subject to intense Of course, its contents are subject to intense 
speculation. speculation. 
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Cost ConsiderationsCost Considerations

Some say $43 billion does not have a rigorous Some say $43 billion does not have a rigorous 
basis.basis.
In considering cost there is a difference between In considering cost there is a difference between 
the the cost to the economycost to the economy and the and the costs to the costs to the 
partiesparties..
The cost to the economy will depend largely on how The cost to the economy will depend largely on how 
much infrastructure sharing with Telstra (or with much infrastructure sharing with Telstra (or with 
utilities) takes place.utilities) takes place.
Will the new network ‘duplicate’ the existing one Will the new network ‘duplicate’ the existing one 
(‘(‘greenfieldsgreenfields’ or stand’ or stand--alone) … or will it alone) … or will it 
supplement it? [considered soon]supplement it? [considered soon]
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Government Government versusversus PrivatePrivate--sector Involvementsector Involvement

While the Government anticipates privateWhile the Government anticipates private--
sector involvement, at present NBN Co is sector involvement, at present NBN Co is 
effectively a government business effectively a government business 
enterprise enterprise –– at this stage NBN Co does not at this stage NBN Co does not 
have a privatehave a private--sector partner. sector partner. 
The Government has said it will privatise its The Government has said it will privatise its 
share no later than five years after it is fully share no later than five years after it is fully 
operational (2009 + 8 + 5 = 2022).operational (2009 + 8 + 5 = 2022).
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The Proposed Legislation* The Proposed Legislation* –– StructureStructure
The Government is seeking to move the industry The Government is seeking to move the industry 
to a structurally separated basis.to a structurally separated basis.
It has placed pressure on the vertically It has placed pressure on the vertically 
integrated Telstra to separate (‘voluntarily’) its integrated Telstra to separate (‘voluntarily’) its 
network and service elements.network and service elements.

‘the reforms address the structure of the ‘the reforms address the structure of the 
telecommunications market and provide Telstra with telecommunications market and provide Telstra with 
the flexibility to choose its future path’ the flexibility to choose its future path’ with the with the 
‘Government’s clear desire for Telstra to structurally ‘Government’s clear desire for Telstra to structurally 
separate, on a voluntary and cooperative basis’.separate, on a voluntary and cooperative basis’.

•• The Government has said it will preclude Telstra The Government has said it will preclude Telstra 
from spectrum allocation and exercise other from spectrum allocation and exercise other 
Ministerial powers if Telstra does not separate Ministerial powers if Telstra does not separate 
voluntarily. voluntarily. 

**legislation and EM available on DBCDE website:  legislation and EM available on DBCDE website:  dbcde.gov.audbcde.gov.au..
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Proposed Access ArrangementsProposed Access Arrangements

The Government is also proposing changes to the The Government is also proposing changes to the 
access regime.access regime.
In particular, the legislation would eliminate:In particular, the legislation would eliminate:
-- the negotiatethe negotiate--arbitrate approach that has operated arbitrate approach that has operated 

since 1997since 1997
-- ordinary access undertakingsordinary access undertakings

•• Access terms would be determined in advance, Access terms would be determined in advance, 
based on specified principles.based on specified principles.

•• However, this legislation will not be considered by However, this legislation will not be considered by 
the Senate before 11 May. the Senate before 11 May. 
In the meantime, NBN Co is talking to the ACCC In the meantime, NBN Co is talking to the ACCC 
about lodging a special access undertaking.about lodging a special access undertaking.
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Costs:  Sharing Common Infrastructure
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Sharing common infrastructure is a feature Sharing common infrastructure is a feature 
of telecommunications, even between of telecommunications, even between 
rivals rivals –– it is difficult to find even one it is difficult to find even one 
example in major OECD countries of example in major OECD countries of 
where a telecommunications network of where a telecommunications network of 
any kind completely stands alone.any kind completely stands alone.
In this case, the more the NBN can share In this case, the more the NBN can share 
with Telstra’s fixedwith Telstra’s fixed--line network, the lower line network, the lower 
the cost to the economy.the cost to the economy.
Consider the following schematic:Consider the following schematic:
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StandStand--alone … or sharing common infrastructure?alone … or sharing common infrastructure?

NBNTelstra
Fixed-line
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Potential Cost SavingsPotential Cost Savings
The amount NBN Co is broadly reported to have The amount NBN Co is broadly reported to have 
offered Telstra is $8 billion.offered Telstra is $8 billion.
Telstra is reported to be asking upwards of $12 Telstra is reported to be asking upwards of $12 
billion (possibly much more) to cooperate.billion (possibly much more) to cooperate.
On the other hand, the Minister has said that the On the other hand, the Minister has said that the 
viability of NBN Co is not conditional on Telstra’s viability of NBN Co is not conditional on Telstra’s 
cooperation.cooperation.
This is also said to be the view of the This is also said to be the view of the 
Implementation Study.Implementation Study.
At the time of writing, Telstra and NBN Co have At the time of writing, Telstra and NBN Co have 
not been able to reach an agreement on cost not been able to reach an agreement on cost 
sharing.sharing.
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Demand:  WTP and Stimulation
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WTP for the Fibre ServicesWTP for the Fibre Services

The WTP for high data speeds and multiThe WTP for high data speeds and multi--media media 
by Australian users is important for the financial by Australian users is important for the financial 
viability of the NBN.viability of the NBN.
However, WTP for faster data speeds and multiHowever, WTP for faster data speeds and multi--
media has not been widely tested. media has not been widely tested. 
Australians are known as rapid adopters Australians are known as rapid adopters –– for for 
example, the historical transition from dialexample, the historical transition from dial--up to up to 
DSL, HFC and wireless broadband was rapid in DSL, HFC and wireless broadband was rapid in 
spite of higher prices.spite of higher prices.
Perhaps the closest we are currently getting to Perhaps the closest we are currently getting to 
a market test is Telstra’s ‘ADSL 2+’ costing up a market test is Telstra’s ‘ADSL 2+’ costing up 
to $200 per month (including phone rental).to $200 per month (including phone rental).
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Pricing PossibilitiesPricing Possibilities
Estimates of the subscriber monthly charge Estimates of the subscriber monthly charge 
range substantially.range substantially.
Estimates that monthly retail prices ranging up to Estimates that monthly retail prices ranging up to 
$200 per month would be necessary to defray the $200 per month would be necessary to defray the 
$43 billion cost have been described as $43 billion cost have been described as ‘‘fancifulfanciful’’
by the Communications Minister.by the Communications Minister.
NBN CoNBN Co’’s executive chair has said that it will s executive chair has said that it will 
‘‘have to meet the markethave to meet the market’’ with a with a ‘‘slightly higher slightly higher 
price on wholesaleprice on wholesale’’ reflecting real value added.reflecting real value added.
There will also be substantial inThere will also be substantial in--premises costs premises costs ––
setset--top box and cabling.top box and cabling.
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Transfer of TelstraTransfer of Telstra’’s Customerss Customers

To be economic, NBN Co will probably need to To be economic, NBN Co will probably need to 
get a very high proportion of customers.get a very high proportion of customers.
To achieve this, Telstra might have to be induced To achieve this, Telstra might have to be induced 
to transfer its customer base over to the NBN.to transfer its customer base over to the NBN.
Recently released draft legislation leaves open Recently released draft legislation leaves open 
the prospect that NBN Co may have some the prospect that NBN Co may have some 
access to retail markets.  If this was to occur, access to retail markets.  If this was to occur, 
Telstra is saying it will need even greater Telstra is saying it will need even greater 
compensation to transfer its customers.compensation to transfer its customers.
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Conclusions
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Well, more questions really!Well, more questions really!
Deployment has commenced, legislation is Deployment has commenced, legislation is 
making its way through the Parliament and making its way through the Parliament and 
various negotiations are taking place. various negotiations are taking place. 
However, there is uncertainty about:However, there is uncertainty about:
the extent of private involvementthe extent of private involvement
the overall cost to the economy the overall cost to the economy –– depends on depends on 
sharing possibilities (e.g., with Telstra?)sharing possibilities (e.g., with Telstra?)
whether NBN Co can go it alonewhether NBN Co can go it alone
what is the what is the need (WTP) for speedneed (WTP) for speed??
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Source:  ABS Internet Activity Australia December 2009 Cat:  8153.0
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OECD Position on Mobile BroadbandOECD Position on Mobile Broadband

Why is mobile broadband not included in the OECD 
subscriber statistics?

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.


