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7 July 2003

Senator the Hon Richard Alston

Parliament House

CANBERRA  ACT  2600

Dear Minister

Re:
ACCC report on Emerging Market Structures in the Communications Sector

The members of the Competitive Carriers Coalition (CCC) comprising Primus, Comindico, Macquarie Corporate and PowerTel write in response to your request for comments on the recent ACCC report on Emerging Market Structures in the Communications Sectors.

The CCC strongly supports the ACCC’s recommendations and considers them to be critical to the urgently needed reform of the telecommunications industry if Australia is to achieve a truly competitive market.  Whilst acknowledging the benefits to competition that divestiture of the HFC network would realise the members of the CCC do not agree with the Commission’s view that such divestiture by Telstra removes the need for further separation of Telstra’s businesses.  The divestiture of Telstra’s HFC network and its interest in Foxtel is a crucial first step in addressing the problems inherent in the current market structure in the Broadband Services sector and communications more generally.

We therefore urge the Government to give proper consideration to the recommendations.  To that end we are particularly concerned about reports that you have already dismissed several key recommendations regarding Telstra’s divestiture of its cable network and its involvement in Foxtel.

There is no other developed jurisdiction in the world that permits the incumbent copper based network  (PSTN) operator the ability to not only own the largest potentially competing broadband access network (the HFC) but to control the decision making in relation to the content that is transmitted over that network.  There are few overseas jurisdictions that permit and encourage the incumbent to exercise its market power across fixed line, mobile networks, backbone transmission services and internet services.

Over the last year the CCC and its members have spent significant time and resources on submissions to government and ACCC inquiries related to structural issues in telecommunications, most importantly:

· the House of Representatives (HOR) inquiry into structural separation of Telstra;

· the Foxtel/Telstra/Optus pay TV transaction;

· accounting separation of Telstra; and

· the ACCC’s inquiry into bundling of telecommunications services.

These submissions have involved considerable expense and have been made in good faith on the expectation that these inquiries and investigations were genuine attempts to address underlying barriers to the development of competition in the industry.  The members of the CCC are therefore becoming increasingly concerned that they are not being considered seriously when for example, we see the HOR inquiry being prematurely terminated and the recommendations in the ACCC report apparently being dismissed out of hand.

We understand that the ACCC’s report, which you commissioned, has drawn extensively on industry input to the above inquiries and we therefore find it surprising that you have asked for further comment.  The CCC’s view is that the ACCC report has given due consideration to our views and we therefore see little merit in repeating them in a further submission.

Further separation of Telstra’s wholesale and retail business is both necessary and timely.  Only when these structural issues are resolved will we have the framework necessary for an open and competitive market.

While Telstra is allowed to compete and is dominant in every local telecommunications market, competition and innovation in services will continue to be stifled.  It is essential for the Minister to address the Regulators findings now, and further take action on its recommendations.  Decisive policy action is urgently required.

Given your response to the release of the document, the members of the CCC do not intend on making submissions to DCITA beyond this letter.  It is unclear to us that there is any process now for further consideration of the report.  The members of the CCC expect that the recently announced Senate inquiry into broadband competition will provide an opportunity for the issues to be explored more fully and ask that you treat that process seriously.  The members of the CCC believe that whatever submissions are received in response to the Emerging Markets reports, including this letter, are made public.

Please do not hesitate to contact any of the members of the CCC below if you wish to discuss this further.

Yours sincerely

Errol Shaw

Director of Operations

PowerTel Ltd

On behalf of the Competitive Carriers Coalition (CCC)

cc
David Foreman, Director Regulatory & Corporate Affairs, Comindico


Ian Slattery, General Manager Regulatory, Primus Telecom


Maha Krishnapillai, National Executive Strategy, Macquarie Corporate Telecommunications
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