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Paul Fletcher

Telstra can blame its Labor deal
Price of progress
The telco makes lower profits
from broadband – and
consumers are better off. But
that happens to be what the
company signed up for.

Earlier thisweekTelstra’schairman
arguedthatNBNConeedstocut its
wholesalebroadbandpricesso
Australianscanhave lowerretail
broadbandprices.
There isnothingwrongwithNBN’s

customers, suchasTelstra,arguingfor
NBNtocharge themlowerprices.
But it is interesting tonote that 10

yearsagowhenTelstrawasthenear
monopolyproviderofbroadband
services, it chargedretailprices that
weremarkedlyhigher thanconsumers
arepayingtoday.
In thosedaysTelstrahadEBITDA

profitmarginsofmore than80percent
in its ‘‘copper local loop’’ – thefixedline
accessnetworkservingAustralian
households.MostAustraliansgot their
broadbandviaADSL,a technology
deliveredoverTelstra’scopper lines in
its localnetwork.
Telstraused itsmarketpowerto

followaveryprofitablestrategyof
delayingtherolloutofhigh-speed
broadbandover itsnetwork.
WithADSLtherewasnoguaranteeof

thespeedyouwouldget; the fartheryour
homewasfromtheexchange, the lower
yourspeedwouldbe.Two-thirds
received less thaneightmegabitsper
second.Yet for this ‘‘noguarantees’’
serviceyoutypicallypaid$110amonth
intoday’sdollars, includingmonthly
linerental.
TodaytheNBNisrapidlybecoming

thedominantfixed-lineaccessnetwork.
Two-thirdsofNBN’sfixedline
customers take50Mbpsplansorhigher;
andthetypicalcostofa50Mbpsplanis
$80amonth.
Tenyearsago thereweremonthly

downloadlimitsandcustomerson

averagedownloaded11gigabytesa
month; todaytherearenodownload
limitsonmostNBNretailplansandthe
averagefixed-lineNBNcustomer
downloads255gigabytesamonth.
Australiansaregettingmuchfaster

broadband,downloadingvastlymore,
andpayinga lot less, than10yearsago.
Ofcourse, theflipsideofAustralians

paying less is thatTelstra todaymakes
muchlessprofit frombroadbandand
other local loopservices.
ThisreflectsadecisionbyTelstra

duringtheLaborgovernmentyears to
enter into the ‘‘definitiveagreements’’
withNBNCounderwhichTelstrawould
graduallyceaseoperating its local loop
networkandtransition tobeinga
resellerofNBNservices.
Telstra’schairmansuggests that if

other telcoswere free tobuild their
networks incompetitionwithNBNCo,
thatwoulddeliver lowerwholesale
prices.
Ifhe isreferring to the fact thatTelstra

isrestrictedfromdoingthis, it is
important torecognise that this isbased
onthedefinitiveagreements.

Telstravoluntarilycontractedwith
NBN, in theyearswhenLaborwas in
government, toaccept thisrestriction–
inexchangeforastreamofpayments
thatwill continueforat least35years
fromcommencementandwhichthis
yearwill seeTelstrareceive$1billion in
nominal termsfromNBNCofor lease
payments.
Innominal termsNBNCowillalso

payTelstraandOptusabout$10billion
forall customersconnectingto thefixed-
lineNBNfromlegacynetworks.
IfTelstra’schairmanisreferringto

other telcosbuildingnetworks to
competewithNBN, there isnothing in
the legislationthatprevents this.
Nor is thereanyrestrictiononTelstra

andothermobileoperatorsusingtheir
4Gortheiremerging5Gnetworks to
competeagainst theNBN.
OurCoalitiongovernment isclear–

wewouldnothavedesignedtheNBNin

thewaythatLabordid.SoIwould
certainlyagreewithTelstra’schairman
thatabetterstrategymightwellhave
seenmuchof thenetworkupgrade
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fundedbytheprivatesector (although
not,asherightlyconcedes, inregional
andremoteAustralia).
Australiacould, forexample,have

followedasimilarapproachtoNew
Zealand–wheretheequivalent
companytoTelstrawassplit into two
separateentities,andthenetwork-
owningcompany(nowChorus)
upgradeditsaccessnetworktodeliver
high-speedbroadbandservices
(100Mbpsandbeyond)withtheaidof
governmentsubsidies (concessional
loans,notgrants).
Ofcourse,historyshowsthatunder

earlierboardsandmanagements
Telstrawasfiercelyopposedtosuch
industry transformation.
Andit isalsoamatterofhistorical

recordthatwhenourCoalition
government tookoffice in2013,we
inheritedthemodelLaborhadlocked
in. Ithadspent$6.5billionontheNBN,
enteredcontracts tospendmany
billionsmore–andhadconnected
barely50,000premises to thefixed-line
network.
Wejudgedthat thebestcourseof

actionfor thenationwastocomplete
therolloutasquicklyaspossible–and
bymovingawayfromLabor’s ill-judged
plans toourmulti-technologymix, the
NBNwillbedelivered for$30billion less

andfouryearsearlier thanunder
Labor’splans.
Todaymorethan10millionpremises

canconnect,over6millionare
connected,andbynextyear therollout
willbecomplete,with11.5million
premisesable toconnect.
Thathashappenedwitha lotofhard

workfromNBNCo–andfromitskey
resellerssuchasTelstra.
It isundeniable that today’s

broadbandbusinessmodel is less
profitable forTelstra than10yearsago.
It isalsoundeniable thatTelstra’sboard
andmanagement freelyentered into the
deal thathas ledto today’soutcome.
Themost importantpublicpolicy

question iswhetherbroadband
consumersarebetteroff–andthe
answerunambiguously isyes.

PaulFletcher is the federalminister
for communications, cybersafetyand
the arts.

Telstra freely
entered into the
deal that has led to
today’s outcome.
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