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Emerging Infrastructures,

a response to the ACCC document,

“Report to Senator Alston, Minister for Communications, Information Technology and the Arts,

On Emerging Market Structures

in the Communication Sector

June 2003”

Summary of the key issues:

The key issue is missing from the document:

When Governments do not have their own knowledge and engineering base to judge a process, companies could pirate public technology and engineering processes and/or natural monopolies to achieve their monopoly objectives in markets.  They could persuade Governments that the cost for a Government owned laboratory equipped with engineers who are skilled in the area of research and trials of technology are not necessary.

The problem for Government has come about because both Telstra and the Minister ‘s Department have both dismantled the once Government owned world class teams of engineers within laboratories equipped for research, testing and trials of the emerging technologies.

These teams, on behalf of the public, in the past, interfaced with industrialists and with international technical forums and reported to Government on pending issues.

There are risks for public and marketing abuse when Governments do not have directly their own source of knowledge and skills in critical areas of public responsibility. 

To rely on private companies or their organisations or consultants is not sufficient without a Government organisation to test their input.  Without a Government owned system of protection, the public and their markets are at too great a risk of abuse. 

This is the reason one Company has been able to monopolise the PayTV satellite and cable infrastructures in the UK and now in Australia.

Key Issues from the ACCC Document:

1 A
 Divest the HFC network in full

· If Foxtel were given the HFC cable, Telstra would be a major loser while Foxtel would be a major winner.

· However, if the Telstra HFC cable infrastructure were sold to Foxtel, at approximately the cost value of around $3 to $4 billion, surely it would not be a business case for Foxtel to own the HFC infrastructure to supply 60 odd digital TV programs (excluding FTA programs).

· Foxtel would also have the additional costs of the cable management and maintenance. Add the existing business supply and operating costs for Foxtel it seems not a business proposition for a PayTV business that currently services about 1000,000 subscribers.  

· As a digital system, this would load the HFC network only to about 25% capacity.

· Foxtel could operate at a much lower cost by renting the Foxtel capacity from Telstra and/or Optus cable. 

· The case that the HFS cable be divested to Foxtel does nothing to remove the cartel’s monopoly of PayTV in Australia. 

· The problem with PayTV in Australia is the cartel system, not the HFC cable. Competitive services do not exist.

· The ACCC must take appropriate action re the exclusivity arrangements, supply contracts and bundling re PayTV program in Australia.

· The HFC cable system is an integral part of Telstra’s broadband network for Australia and is an entry point to homes and offices for many existing and potential services. This would be a major loss to Telstra’s broadband programs if the cable was Foxtel’s.

· Without cable, the technical and commercial flexibility of the Telstra infrastructure after conversion to digital will be insignificant. Foxtel would control or own a major asset for broadband and TV services. 

· The Telstra engineering objectives would always be in conflict with Foxtel’s.

· Foxtel would most likely monopolise the remaining Optus markets.

· The Telstra broadband network (HFC), ready for interactive multimedia services so valuable to education and learning, will be a lost opportunity for Australia when the cable is Foxtel’s. 

· Australia would be out of line with most international trends and directions for the converging telecommunication, interactive multimedia and television infrastructures (except UK) if the HFC cable was owned or operated by Foxtel.

B 
Divest its 50% shareholdings in Foxtel

· This will remove Government, Telstra and Telstra’s private shareholders from being involved in the cartel and the monopoly and from any legal action that may arise against cartel operators.

· Few countries have one cable system as prepared for a Digital infrastructure as Telstra’s. This is a major advantage for Telstra and the future infrastructure for Australia.

· Government re establishes its engineering laboratories to ensure all broadcasting and Telecommunications services in Australia operate to international standards.  

· Telstra must no longer depend on Foxtel for Technical direction.

· Telstra conversion to a digital infrastructure must conform to international standards. This is possible after its divestment of Foxtel. Telstra must be compliant to international standards to benefit the expanding consumer markets in an efficient way. A proprietary system for PayTV or any subscription service on any public service infrastructure must not be permitted.

· Government mandates that Telstra (and Optus) and the consumer receiving equipment operate to international standards for all public digital services.  Proprietary systems must have no place in this plan. By working only with international standards for consumer markets will permit competitive services on any public distribution network.

· The constraints on market and infrastructure developments imposed naturally by being in partnership with Foxtel will be removed.

· The conversion to digital PayTV services on Telstra cable is placed on hold until a trialed and tested consumer receiver is ready for sales and distribution via normal retail channels. The digital domestic receiver must conform to standards with options for any or all FTA, subscription and interactive services via satellite, cable and terrestrial distribution systems to consumer markets in Australia. The interactive return path must provide optional systems as they would for computers and mobile phones.

· Telstra, will become a world class infrastructure for the expansion of efficient services to satisfy the consumer markets and the growth of the Australian economy.

· The Australian market will match or excel world’s best.

2 Regulations of FTA and TV broadcasting.

· Many issues here are beyond the scope of this response. 

· However, the current investors in broadcasting, should be entitled to a level playing field. 

· The term multi-channelling has no technical or commercial meaning in a digital transport environment. Like the term STU’s (commonly known as STB’s), it confuses the real issues. 

· Existing broadcasters should be entitled to the full use of their licensed channel to service their market established at their cost.

· The digital channel provides the means for a broadcaster to become a TV magazine.

The channel could offer one or a multiple number of services or programs. This flexible and dynamic range of possibilities is one very typical characteristic of being digital. It should not be constrained by the “Multi Channelling” concept(?). 

HDTV would likely use the whole channel. A lecture re works of Art would use a small part of the total capacity. 

· The potential for a multiple number of program options will also stimulate the program production markets, theatre, music, arts, interactive commercial, education and entertainment activities. The digital channel is a TV magazine. Digital broadcasting provides the capability for local news, sports and cultural and education programs to be part of the broadcasters program options.

· The existing broadcasters, as distributors, provide the potential for new businesses to offer new program services to broadcasters. This is far more feasible when existing channels are fully available to the broadcaster than if the channel was divided into smaller “channels” as perceived by the “multi channel” concept. The flexibility of the system would be constrained.

· The broadcaster has several ways of distributing TV productions to market. A TV channel is one. Others are tape, DVD disc, video on demand, and in the future by electronic post.

· A broadcaster is a distributor of TV programs and information. Digital systems provide flexibility not possible with analogue. The broadcaster now can distribute within his digital Channel one or many program options at the same time.  The options should remain a Broadcaster’s business and marketing decision. To put commercial constraints on efficient and flexible use of his investment should not be a consideration.

· Let these new opportunities mature before considering new entrants. The switch off time of analogue TV will be the time for re evaluation. 

· Fixing the problems with the monopoly on PayTV is far more urgent. 

3 Access to PayTV content for PayTV networks.

· The AAAC document clearly demonstrates the behaviour of cartels and monopolies. The supply chain should operate as most other free market supply chains. The ACCC must act to remove the unfair trade practices that exist with PayTV.

4 Access to carriage for FTA

· The service to the home under “must carry” rules should be delivered according to the standards and specifications of its owner, the FTA broadcaster. It should not be a condition that it is scrambled and encrypted by a PayTV operator, with possible quality changes in the process. 

· If the customer prefers to have available FTA services via cable and if the home is not subscribing to a service, perhaps a modest Telstra fee to the householder for the cable carriage of FTA services could apply, as is done in many countries. FTA should not be part of a bundled package.

5 Bundling of television and other services.

· This process is most unethical and distorts real market values. To attract more services to a subscription offer, quantity discounts or packaged prices could apply providing the prices for individual (stand-alone) services were stated and were independently available. If the existing business cannot survive without being a monopoly, it should not survive. 

· Bundling is the consequence of a monopoly on the supply chain and the market. Government mandated standards to remove proprietary technical systems will remove one tool used for this unethical behaviour. The ACCC must remove the commercial causes for this market abuse on customers and suppliers. 

Overview

The ACCC document is a most valuable document for Australia in that it highlights the need and urgency for a far more in depth evaluation of the issues questioned by Senator Richard Alston.

The real problem for Government is that the existing legislation is formulated from past experience of analogue television and telecommunication infrastructures. The analogue radio and television services used air space. Broadcasting legislation focussed on broadcasting infrastructures and their markets and suppliers. The analogue telephony services used wires.  Telecommunication legislation focussed on telecommunication infrastructures and their markets and suppliers.

The infrastructures and suppliers were different but the markets were common. 

Today, brilliant engineers with global alliances have provided the means for television to be transported and distributed also via telecommunications infrastructures and telecommunications to be transported and distributed also by television infrastructures. This is a major consequence of the digital revolution. 

Reformation planning of the merged infrastructures is required that provide the potential for a free and competitive market with customer benefits, short and long term. The legislation must ensure that there is no place for proprietary systems within the infrastructures. Infrastructures will converge but services and applications will likely diverge. The time scale to change from analogue to digital for different services and applications will also differ. Digital mobile phones, the digital video camera, DVD players and home movie software for the home PC have already outpaced analogue.  The digital replacement of analogue TV broadcasting will be relatively short, 5 to 10 years. Others like the digitisation of the AM and FM radio services will likely be much longer, 10 to 25 years. Interactive services that will use television, telecommunication and computer digital technologies will develop somewhere between these time scales. 

Government needs to progressively reform legislation in a way that removes the current barriers in the infrastructures and opens the potential for new opportunities. Regulations should maximise market efficiencies for the merged infrastructures as technical developments and commercial opportunity progress.

This task is not an easy one. However, internationally, extensive and combined research and development is already under way in forums that have as the major objective, open and competitive markets for optimum consumer benefits and efficiencies. Proprietary and monopoly concepts are excluded from their interests. These issues are global. Since the dismantling of the Government and Telstra research laboratories, Australia has lost its past and respected involvement with these forums. Government as a priority should re establish and regain the respect Australian Engineers once had for their learning experience and their input into these international forums. 

It has no meaning to repeat the often-heard statement: leave the matters to market forces. Government needs to identify the two different market forces, those working towards monopolies and those that work towards efficient markets.

In the meantime, the most important issue is to divest the cartel (Foxtel) from Telstra without dismantling or disrupting the existing Telstra infrastructure. Telstra’s potential to effectively and efficiently service future markets, should be analysed and evaluated while Government still holds 51% ownership.

This may take another two years or more. Therefore it would be thrifty to save the Foxtel proposed expenditure of $650m which most likely would commit Telstra cable to a Foxtel proprietary digital system. Foxtel could use the Telstra digital open platform infrastructure as and when it becomes available. The ACCC must also act to remove Foxtel market abuse on customers and suppliers also via Optus and other PayTV infrastructures. 

Possible ways to move forward:

Re establish Australian engineering excellence within an Engineering Laboratory whose responsibility is to the Federal Government for research, developments and trials re emerging electronic infrastructures. Australia via Government agencies, Universities and Australian Standards committees, establish strong alliances and associations with the relevant international forums.

This Government body must interface with consumer industrialist, to provide standards for consumer receiver equipment that conforms to international standards for digital services. The digital domestic receiver must have, as options the reception capability for satellite, cable and terrestrial consumer services. Other options include interactive and subscription management systems. The standards must exclude proprietary systems.

This body will ensure that appropriate Australian Standards and code registrations re digital services for future infrastructures are available and mandatory in a progressive and long term planned way for products and services involved in the reformation process.

This consumer receiver must be available via normal consumer retail channels and not be a tool for a PayTV operator.

Digital broadcasting, interactive and subscription services to the public via satellite, cable and/or terrestrial delivery systems must conform as a minimum requirement to the consumer receiver standards.

Keep the status Quo of Government 51% ownership of Telstra and 49% investment by private investments. 

Telstra not proceed with the $650m Foxtel proposal to digitise the Telstra cable for PayTV but to relinquish its participation in Foxtel before a commitment to any planning towards digital services on the Telstra cable.

The Telstra board and management should consist of members who have or could have a thorough understanding of the emerging technologies on a global basis and associated potential commercial values. The board should recognise the existence of the cartel and the cause and take responsible action to remove the problem and initiate action to allow Telstra to continue its original investments for the emerging infrastructures. 

The problem re emerging structures:

The mid 90’s Government planning, made public to the consumers and their electorate, was to introduce legislation to diversify media ownership, introduce competitive PayTV services and initiate migration from analogue to digital.

Almost a decade later, virtually the opposite is the result.

The proposals in the ACCC document, if the HFC was offered at little cost to Foxtel, will almost complete the cartel’s monopoly of cable. This would also be true if Government released its 51% holdings of Telstra.  The potential then is, with little investment, for the cartel to use the cable for very competitive telecommunications activities in only the major markets. (They have already, with little investments, achieved this for their PayTV business.)

If Foxtel paid the Telstra cost value of around $3 to $4 billion dollars for the infrastructure surely this would not be a satisfactory business proposal for Foxtel when both Telstra and Optus cable are available without the capital investment of the infrastructure. 

Foxtel ownership of the HFC infrastructure will not remove the monopoly on PayTV services in Australia.

In other international technical forums this problem comes under the heading of “The Digital Divide” In the EEC parliament, resolutions are being processed against monopoly behaviour with digital technology.

Issues the ACCC brings into Focus:

Media companies may market their products in many formats, TV programs, magazines, newspapers, tape, disc, radio etc. Why should some, even in the same market sector, have proprietary or monopoly privileges over others? Why are some media companies permitted free market constraints that are not permitted for most other market segments? This issue is not discussed.

Although the ACCC document clearly defines Foxtel as a cartel and a monopoly, the paper does not explain how this was achieved while we have in place legislation that is purported to prohibit this market behaviour.

The ACCC document does not provide any options to allow other potential TV subscription services the most efficient and competitive free market access to the home. 

The ACCC document has excluded the consideration of options for other markets segments and customers to benefit from the emerging technologies and infrastructures. Energy, gas and water utilities, also have ideas to employ efficient means to reduce consumer costs, to monitor, control or administer services; measure consumption without house calls, and simplify billing as simple examples. Other utility infrastructure users could run their own cables and home connections. Do we need more cable infrastructures?

Telstra’s HFC television and telecommunications network could easily accommodate these services and avoid further duplication of infrastructures. The two, Telstra and Optus HFC cables, are major investment duplication overbuilds (even when excluding the subsidised use of the public roadways to do so) that could have been avoided by sensible free market alliances and with Government legislated assistance.

The ACCC documents seem to accept that the proprietary set top box (STU) is a normal consumer appliance. Possibly, the document authors do not understand its real purpose.

There is no mention re the potential for those already monopolising media business, to affect the attitudes and beliefs of consumers. Perhaps the worst form of “inside trading” could be the ability for the media with a monopoly to influence beliefs and attitudes.  This could influence how the consumers’ compulsory superannuation funds should be invested. It is reasonable to believe that the information would be for the informers’ benefit before others. 

Major issues re emerging market structures, not included in the ACCC paper:

With analogue focussed legislation virtually in place for emerging digital markets, the economy is vulnerable to monopolies and exploitation. The reason for this is not mentioned in the ACCC document. Australia needs a system and process that assists Government to understand the technologies, the engineering skills required and the potential commercial opportunities before attempting any further reform of legislation re telecommunications and television. Without this, the markets will continually be constrained from achieving the revolutionary efficiencies and new applications that the new digital technologies are engineered to achieve in the consumer markets.

The special attributes of digital systems over analogue that potentially provide outstanding contributions to efficiency improvements for trade and the economy, and are not available with analogue systems are:

1 Channels carrying digital information no longer need to be “dedicated ” to a receiver function. A digital channel can deliver one or many services, at the same time. Each service is separately labelled.

When a channel is loaded to near maximum capacity, it is efficient. With little loading the channel could be employed to carry other services awaiting delivery (Data services perhaps). The political use re TV of “Multi Channelling” is technical and commercial nonsense.

2 Digital systems label the electronic services and information and identify sub components, (e-mail, music, data, radio, TV, many others).  Systems can package various information streams together or separately in one or more containers according to the capacity of the electronic transport or storage system.  Packages or containers can be repackaged to fit the transport method, (satellite, cable, terrestrial, copper, etc), for distribution, to a node for re distribution or to the final destination. Digitally packed services can be delivered on a one to one basis, one to a few, one to many, many to one, few to one or any of these combinations. Any of these can be set for high, medium or low delivery priorities.

3 Volume over time is the main constraint on what transport system can be used for which data stream or service. Live high definition TV programs are extremely large loads to be transported. An e-mail message of a few words is an extremely small package. Both could be (optionally) transported by the same system subject to load limits.

4 All digital services can be automatically transhipped across different carriers as they progress from source to destination.

5 Digital streams can be compressed to reduce transport or storage costs and decompressed for use.

6 Digital services can include the ability to adapt to the capabilities or requirements of end products,  (ie. re size picture formats, store information, respond interactivity, start or stop a process etc. etc.)

7 Digital systems are far more energy efficient than the analogue systems they replace.

Reformation of television and telecommunication infrastructure:

Governments employ qualified and experienced engineers to work in international spectrum agency committees. The committees’ work is to plan and allocate the uses for the natural resources of the electromagnetic spectrum. The spectrum, from long wave radio to the frequencies of light and above, has been divided into bands and sub-divided into channels. Electronic equipment is engineered to optimise the efficient use of the frequencies and potential energy within bands of the electromagnetic spectrum for particular commercial purposes.  International standards set the lower and upper radio frequency limits of these channels.

The electromagnetic frequencies that carry the digital services via the predetermined channels are natures analogue frequencies. The electromagnetic spectrum is not a digital system. The frequencies within each channel are the energy source to transports analogue or digital services. The energy source is more efficiently utilised when used for digital services than for analogue services (thanks to skilled engineers).

Very high and ultra high frequency bands have channels allocated to television. This is because these frequency bands of the electromagnetic spectrum have special characteristics most suitable to terrestrial television services. Other bands are allocated to long distance radio broadcasting, others because of their characteristic, to local radio, as are FM radio channels. Others bands are kept by Governments for security and defence systems and services, for research or industrial use etc. All this long term planning is continually progressive on a global basis as scientists and engineers develop new ways to utilise the natural radio frequency spectrum.

Receiver equipment must know the standard channel planning re the available services for it to function. For channels carrying digital services, codes are used that provides the means for the receiver (computer) to automatically switch to the correct channel and select a service in that channel.

The commercial use for these internationally planned radio frequency channels is moving away from channels employed to transport analogue services such as analogue television services to channels to transport digital television services. The international agencies that do the channel planning do not define whether the channels must carry analogue or digital services. It is the national or federal Governments that licence the “channel use” of this public spectrum and set the precedence for prescribed and dedicated channels for both analogue and digital services. With channels carrying analogue services, the receiving equipment had to exactly match the channel service. TV channel for a TV receiver, radio channel for a radio receiver, etc. This was necessary for analogue but not for digital services.

A digital television receiver need not be a stand-alone unit for television only but in future will be a computer for many purposes. The computer, as a digital television will select the channel, “read” what services or programs are available on that channel and start functions to act out the processes requested by the viewer. This is possible because digital services and programs are labelled. However, the computer must have in its memory system a register of channels relevant to services and a tuner relevant to those channels in order to start its search processes.

The limits to the services in a channel are dependent on the channel bandwidth (the difference between the lower and upper frequency limits of the channel). A channel, whose prime task is to provide high definition television, could easily transport radio or data for example. A channel for radio could not transport television, as there is insufficient bandwidth. However, after conversion to digital, a radio channel now used for FM radio, could carry several radio services and data services as well. (Perhaps to update maps in car navigation systems).

While Governments use existing legislation based on channel/service licences, the expected efficiency improvements for emerging digital markets will be constrained. 

So the future home computer will be a system that could receive radio, telephone, television, data, instructions, and many potential new services. The computer will be able to store all or any information from these services, if required, in one storage system. No longer will the home need the TV cabinet, with box on top for Foxtel TV and the Foxtel cable to the road, another box for Optus TV with its Optus cable to the road, another box connected (somehow) for VCR recording, another box connected (somehow) for DVD and another for Free to air digital TV. (Today, the viewer who believes in choice will somehow be continually plugging and unplugging to connect the competitive options to his or her TV – freely competitive and efficient market?)

Other future benefits include multi view camera angles for sports on TV, television as small as your watch or as large as your lounge wall. The system looks after the watering of the garden. A call from your car turns on the air conditioning, lights and water heater.  A call from London checks your home security and other functions around the home. Potential possibilities include such way-out ideas as a robot to do such tasks as to send your e-mails or vacuum the floor or serve your evening meal. 

Loading a software program into a computer, together with the appropriate circuit board, will allow functions that now require dedicated hardware (TV, radio, STUs, VCRs, DVDs, Security, etc). The integrated home computer system will eventually and progressively do away with the TV, radio, hi fi and other appliances, as we recognise them today.

The emerging digital infrastructures will not stop at the footpath or the TV receiver but will continue through out domestic, commercial and industrial premises by way of cable or radio. They will include infrastructure extensions to service roadways, highways, waterways and airways.

The obvious efficiency gains and opportunities to establish local, national and international new markets, can only be realised if Australia mandates minimum standards as per the international standards work, for systems, components and interfaces that are essential for the most efficient infrastructures. The future economy of Australia depends on this as it does with all public infrastructures. Unheeded, progress towards bigger monopolies, less competition, and free market constraints will continue.

Government, on behalf of the community needs to establish the means to maintains its own interface with research and keep directly, its association with international committees re spectrum, electromagnetic research and engineering and associated standards. By this means, Government has directly available the knowledge and understanding to judge whether Australian infrastructures match world’s best in pertinent areas. This is one area where China is well organised.

A Monopoly:

Government legislation is necessary that clearly defines the rules for those infrastructures that are natural monopolies. To homes, we have one water pipe, one road, one electric power cable, one telephone wire, and one gas supply. To have two or more competitive systems has no meaning. One railway line passes through the town. Beachfronts, the electromagnetic spectrum, a river, the stock exchange, the air we breathe, cannot be managed competitively.  The capitalist definition of free markets and fair trade in competitive conditions clearly defines what is and what is not a natural monopoly. 

The users or benefactors of natural monopolies have no choice or options in matters of social or economic importance to them except by relying on Government to protect them and their public rights. Those that gain special privileges by owning or economically controlling natural monopolies are market manipulators. They are not capitalist. They use privileged information and deceptive legal devices to achieve their gains and bypass the regulations that are supposed to be protecting consumers and free markets and fair trade. They destroy the efficiencies expected from a capitalist market. They may become more powerful in the market than the Government. 

Around 1995, the USA Government discovered that spectrum could gain very high values by auction. Economists provided the USA Government with the idea that this was an economical solution for Government. There was little understanding that this would be the introduction of market behaviour to make or break ambitious spectrum owners who recognised the monopoly. Many paid too high a price. 

The spectrum is public property. A simple way to ensure Government maintains control of the spectrum is to continue the process of licensing the channel (not the service) using the spectrum. The licence value would automatically adapt to market values over time. Government, on behalf of the public would be able to manage and control what could otherwise be exploitation of public spectrum that is a natural monopoly, not only for terrestrial spectrum but also for satellite and cable. (One cable to a home, one satellite in one location, etc. A Television tuner cannot look at two parallel channel systems. It can only work with channels above and below each other.)

Infrastructure effectiveness relies on management. Government ownership of natural monopolies could be compared for effectiveness with other infrastructures under other Governments’ activities. However, public infrastructure management will always be subject to criticism. But that is not a reason to put it in the too hard basket, and sell it.

The danger today is that astute business investors by way of media diversion or misinformation or by negotiating privately with Government as was required by way of cabinet during warfare, could focus their criticism and arguments in a way to gain and control attractive and potentially available monopolies. These people are not capitalist. Capitalist survive in a free and competitive market. Monopoly owners may not. The market manipulators are the reason for capitalism to have a bad reputation, a reputation that also spreads to criticism of a democratic system. This is what is happening with Telstra. Unfortunately the Telstra board and management have allowed and supported structural elements to encourage the monopoly.

Free (open platform) access to the home:

Subscription services to home computers do not use set top boxes (STUs). The computer industry has, as suppliers and consumers, many people who understand the technology. Therefore a “proprietary set top box” has never, (although tried by some), become the means of controlling the access between the telephone line and (now the Telstra or Optus broad band cable) and the computer.

Many home computer owners already subscribe to services for their digital computer. They even use the computer to manage payments of these services, and if necessary, have the private information encrypted, and at times by an encryption system of their choice. While communication relies on proprietary systems, the information owner has no way of recall for suspected breaches of information. Computer break-ins today are rampant and this problem can only be managed when all systems conform to public (open platform) standards and are authoritatively policed. 

Digital television receivers have similar basic elements as modern high-speed home computers, and can be as flexible with telephone and cable modems and with additional functions such as channel-tuners. (As options for satellite, cable and/or terrestrial channels).  Today, a home computer can be equipped to receive analogue and digital television programs, except if they are those that use the “proprietary lock and key system” of the set top box system. While the set top box is connected to the computer for one PayTV service, it will block any other PayTV service from connecting to the computer. The box would have to be disconnected and the cable reconnected with the competitor’s box and cable to the street to allow the computer to revert to another PayTV supplier.  

While the Government legislation permits proprietary control on home access of television subscription services (or any subscription service, the Times magazine?), freedom of choice is removed from the consumer market. The business remains a monopoly. Since Government now allows Foxtel to be operated by a cartel and also to advertise, it will be only a matter of time before free to air TV services that rely on advertising become unprofitable.

In the ACCC Glossary, the definitions of a “STU” do not define its real purpose. The PayTV “STU” is a simple device. Its prime purpose is for the operators of the PayTV business to have only their channels and no other PayTV channels (without their permission and by their commercial arrangement) to access the home receiver. It has become the single means for monopolising the PayTV home and eventfully the PayTV market as it has achieved in the UK and now Australia. It has become the most corrupt device for manipulating customer TV access that has been used since the introduction of television.

The ACCC document does not state who is the proprietary owner (or owners re Foxtel and Optus). The issues here are extremely important to resolve prior to any planning or commitment to Digital PayTV on cable or terrestrial channels. 

The proprietary STU places dramatic constraints on consumer manufacturers’ potential in the markets of subscription television services. It is possibly the single device that has enabled the cartel in Australia to formulate as described in the ACCC document. 

The original idea of PayTV for the consumer market was that consumers could have a choice of free channels that include advertisements or Pay channels that did not. In a level playing field, any broadcaster should be allowed to offer these options to the public. The proprietary commitment means that there is really only one customer for the STU, the PayTV operator. No responsible company manufacturing products for the competitive consumer market would seriously expose his production to include the requirements of one customer in one market, (the monopolised PayTV market). The requirements and costs to comply, not with industry standards, but to the PayTV proprietary requirements mean that his brand product attributes could be eliminated. The market will remain split between those that have Government approval to sell Pay TV and those that do not. (The digital divide.)

Past developments in Australia’s emerging structural reforms:

By the mid 80’s, an association of the major consumer electronic manufacturers, (later known as “Digital Video Broadcasting (DVB)”), sponsored by the EEC, recognised the need for telecommunications and television infrastructure reform. The reformation was for the old analogue infrastructures to be replaced by the revolutionary more efficient emerging digital infrastructures.  They agreed to invest in this objective and with their combined efforts, worked on a plan that would replace the old infrastructures with the new. The organisation expanded into over 300 international members.

During the early 90’s, the Australian Government was actively interested in the DVB objectives, as were Governments of most countries at that time.

The long term technical planning consisted of compiling and agreeing on world standards for the application of digital products, processes and interfaces within the new infrastructures.  The commercial plan was the commercial realisation for the most efficient infrastructures for the emerging markets and its continual progressive stages of implementation. Full understanding and cooperation of Governments was a necessity.  Governments too, had to implement the reforms necessary for markets to realise the extremely revolutionary potential benefits from the emerging technologies.

By the mid 90’s, it was perceived that the Government of Australia understood the need to reform. Its own excellent research laboratory supported Government initiatives at that time. Government owned Telstra, a world leader in telecommunications and with a world class research laboratory.   With this support, Government initiated legislation to reform television and telecommunications and included in the legislation the support for international standards.

The Australian Government initiated a major program to upgrade Telstra with the world’s largest and most modern HFC cable infrastructure. 

(All existing cable systems installed around the world prior to early 90’s are not suitable for broadband networks. They have to be replaced or upgraded before digital infrastructures can be developed. This is a major problem for USA in particular where thousands of independent cable systems are employed.) 

Since then the reform planning has faded. So what went wrong? 

During the first phases of adopting international digital receiver standards for Australia, Standards committees could not agree. A few members of the committee were already employing the receiver standards for satellite PayTV but with non-conformance (proprietary) schemes to ensure that their services were inoperable with standard receiving equipment. Each service required its own proprietary receiver (STU) to lock out the competitor’s service to the home. From this point on, delays continued until now a hard working group is near the final stage of a document but still only for the digital free to air (terrestrial) television receiver.

During this early phase, Government closed down its own research laboratories and the Telstra research laboratories, thus losing its own research and intelligence source for these matters. The delay of near a decade, allowed smart operators to establish a monopoly on the PayTV market and delay the Government plan for converting analogue television to digital television.

The sell off of Telstra paralleled these delays. Foxtel (News Ltd) relegated the Telstra Cable, the world’s largest build, engineered for the future convergence of Television and Telecommunications, to an analogue system to the home the reform plan was to replace. Telstra management claimed that Telstra’s business plans and objectives be kept confidential as their exposure may assist competitors. However, during this period of confidentiality and after Government sold shares to the public, it is in partnership with a cartel that has monopolised some of Telstra assets. Telstra itself now has special value, not to its shareholders or customers, but to the cartel members. 

For the supply chain in particular, the issues at Government level are not only national issues but also international issues.

The Future Digital Infrastructures:

The television and telecommunications infrastructure and networking is a system to service markets and consumers in an equivalent way as the infrastructure and networks of roads, rail, sea and air services. The simple single difference is that the television and telecommunications infrastructures transport and distributes electronic, not physical, goods and services.  Analogue services cannot be labelled, addressed and sorted. Analogue infrastructures were unique for each service. A radio infrastructure distributed radio programs. A telephone infrastructure distributed telephone calls. A total system was dedicated to one service.

When hardware and software systems convert TV programs, movies, telephone calls or business word files to digital electronic formats, we have entirely new opportunities for distribution. Digital electronic products can be labelled and addressed, mixed, stored, sorted, packed and dispatched. The transport systems include hardware and software at “store houses” and network junctions (nodes and head ends) that read the digitally packed and labelled “products and services”. Software management systems provide the means to completely automate the distribution of all “electronic product and service”. Small electronic packages may be packed and mixed with large packages into containers, for local national or international distribution, unpacked, sorted and delivered, all automatically.

This will only work efficiently if the total infrastructure operates to set standards throughout the networks; wireless to cable, cable to satellite, satellite to ground station, ground station to trunk line, trunk line to cable, cable to home, all automatically. The system will be able to search out and find the optimum route from source to destination.

Major international associations, such as EBU (European Broadcasting Union), DVB (Digital Video Broadcasting), with global membership, work towards optimum efficiencies in a progressive way for their continuing development of international standards for all processes, interfaces and equipment employed in local national and international networks. When Governments permit private interests using their proprietary systems to displace this potential, the opportunities for local, national and international markets are constrained.

A special requirement for an efficient digital infrastructure is for a local body responsible to Government to compile standards and registers for the labelling of electronic goods and services. The labels (codes) identify goods and services, source and destinations etc. (The labels for each TV broadcast stations, radio broadcast stations data cast suppliers, service identification, etc, etc.) Duplication of labels and address could cause confusion in a system if just left to each service provider to manage. Standards exist to define how and where these labels and codes etc apply. This is a major task. The infrastructure will be reading these codes at various stations throughout the system.

The management system, is possibly the most underestimated part of the future infrastructure. The software packages that drive the infrastructure parts are software programs that add the necessary local information (the information from the national register) to the standard system for local, national and international recognition. Australia already has many private companies that write software to automate factories throughout the world. These are the similar talents that will compile and assist Telstra to build its future engines to automate the electronic traffic flow. Eventually, these engines will be assisting the automation of driverless vehicles around the Australian cities and across Australian highways. This is not a future for proprietary systems. Proprietary roadblocks should be removed now. This was the potential program that Telstra aborted by joining with Foxtel.

A major advantage for Australia would be for Government to support the development of a University as a centre of competence for digital electronic infrastructures. With their association also with industry and commerce, engineers involved can then participate and contribute to the workings of the relevant international forums. Many from this background will support the start and growth of new businesses that will service local and international markets.

A few more issues re HFC, digital:

The planned build of the Telstra HFC was to add a broadband service connection to its existing networks. By the mid 90’s it was in a position to match world trends for the future broadband services anticipated from emerging digital technologies. Except in the main for Telstra’s broadband Internet service on the HFC cable, this planning was aborted by Foxtel’s program to use analogue for PayTV to the home. 

To get Telstra back on track, it is essential that that both the technical and commercial planning of Telstra be the responsibility of Telstra, not Foxtel as has happened with the PayTV. 

The spectrum planning and channel planning for digitals services on Telstra (and any cable used for public services to the home), must be the responsibility of Government via its own agency. Cooperating through Government agencies with international consumer objectives assists in the standardisation of global systems. With experience in Australia, businesses will find opportunities, internationally. Australian skills could be employed in developing networks in global markets, as was the case prior to the Foxtel move.

The simple reason for this is that such planning is already being done on an international basis so future consumer products will conform with and work (as minimum requirements) to international standards. Any earlier commitment could isolate the Australian consumer from internationally competitive services and products offered in other competitive markets. If the planning for the Telstra HFC cable remains with Foxtel, the monopoly we now have for analogue PayTV would most likely continue with digital PayTV. The constraints on future digital services would be far more restrictive than we have with analogue. 

With digital systems working to standards, the traffic can be monitored and policed as physical goods can be monitored or policed on physical highways. The right to do so and how is an issue for Government. 

The set top box, (STU) has been used to monopolise access to consumers. With digital infrastructures this is no longer necessary.  A major cost for PayTV business (especially if the capital to invest in the HFC cable is removed, as is the case with Foxtel) is the cost of the set top box and its system. The cost of the box, the cost of upgrading the box, installing and removing the box, the costs for change over (churn), the cost of smart cards, the cost for encryption and the cost for scrambling. These costs are to ensure proprietary access to the home. PayTV proprietors claim that scrambling is necessary for the security of the software. For Telstra, other intangible costs would include the lost opportunity costs for other potential customers not being able to use Telstra services to the existing home access, in a competitive way. This is because the Foxtel partnership would desire limits be imposed on potential competitors or infrastructure extensions that would provide competitive services to Foxtel marketing objectives.

Digital systems conforming to international standards enable an infrastructure service operator to offer customer services without these costs. The Internet Protocol (IP) is one way to do this. There are others and new ones emerging. The potential flexibility can only be realised if the Telstra network was totally integrated. (The Australian Post is an example of how it may work). The disadvantage for Foxtel, once their existing program supply contracts expire, is that Telstra cable could be delivering competitive services.

The “must carry” Government directive for free to air on cable should allow Telstra to provide a cable connection to any home where the occupant would rather have “free to air” via cable than installing unsightly roof antennas. Most European towns and cities use cable for “Free to air” services. Telstra should be allowed to charge a nominal carriage fee for this service. The broadband HFC connection to a home has opened the potential to offer the service. The “must carry” should not be a device to add otherwise free services to bundled PayTV services. Bundling is a means for some services or products to be subsidised. This is a most unsatisfactory situation for suppliers who are committed to only one distributor to the market, especially if that distributor is also a supplier of his own programs to the market (or the programs via his cartel).
The precedence established with analogue PayTV of proprietary service in the public domain can be discontinued with the development of digital services on the Telstra cable.

The Telstra digital management system could distribute “Foxtel” digital PayTV programs. When all services are digital, Telstra could manage all traffic throughout the entire network infrastructure and interface with international routes. 

Some members of our society, after a period of time as a subscriber may need to terminate the services due to financial limitations. The system should not also switch off their means for viewing FTA services (at least for a modest cable fee) where a roof top antenna system is no longer available or affordable.

Servicing the Outback:

The Government’s research laboratories together with Telstra’s own re-established research and development engineers will provide the necessary knowledge and skills to continue expansion and enhancement of outback services in the most efficient way. Working together with industrial companies, their experience may also provide export opportunities for Australia. Perhaps no one else could do this more efficiently or effectively.

Telstra, matching world’s best 

While Government is the 51% owner, Telstra still has the potential to re-establish itself as an excellent company matching or excelling world’s best. This will be reflected in its share value and dividends to its public and private owners. Above all Australia will have a most efficient and effective infrastructure to service the needs of local national and international industrial commercial and domestic customers.
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