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1. Executive Summary 

Norlink Communications (Norlink) is one of the few organisations in Australia that has actually established itself as a “last mile telco” in a specific regional market. Norlink is regionally owned and focused to provide high quality, cost effective, fast and accessible telecommunications services to its constituents in the Northern Rivers of NSW.

We have recently begun testing and expect to deliver full commercial broadband services over our own infrastructure before year end. To date some 5 years of planning and research has been expended to achieve this goal, which is a true milestone in regional telecommunications in Australia.

The general market and demand for broadband services in Australia is growing at a significant rate in mainly urban areas. Unfortunately due to the poor quality local distribution through old copper cables, the distance that the users are from traditional telephone exchanges and the high use of pair gain systems means regional users are not benefiting from access to new applications.

Norlink is implementing a new alternative “wireless local loop” access technology to connect residents, and business organisations for provision of voice and data services. Our research and customer enquiry level indicates that there remains a significant demand, due to the inability of the incumbent carriers to satisfactorily provide broadband services to regional areas through conventional means. 

Like all infrastructure initiatives, funding is a critical issue, our initial rollout has been majority funded from Federal and State Government sources, allowing us to deploy, test and review our business model.

Unlike most other organisations, we are focused at achieving a full commercial viability in the majority of regional Australia, small to medium towns. It is likely any town/city of over 50,000 people can justify a business case to create a regional telco, or attract a large telco player to deliver services, but it is the smaller communities who are paying the price through loss of opportunity and people. 

Community ownership and participation are key components of our business model and we plan to make the model transferable to any community in Australia. While we recognise the challenge in front of us, and fully understand the dynamics of the mass market, we believe that a commercially viable “micro telco model” is the only way that smaller communities in regional Australia will gain value from the ever increasing advances in technology. 

2. Terms of ReferEnce

An inquiry into Competition in Broadband Services was referred to the Committee by the Senate on 26 June for report by the last sitting day in March 2004.

The terms of reference are: 

(a)   the current and prospective levels of competition in broadband services, including interconnection and pricing in both the wholesale and retail markets; 

(b)   any impediments to competition and to the uptake of broadband technology;

(c)   the implications of communications technology convergence on competition in broadband and other emerging markets;

(d)   the impact and relationship between ownership of content and distribution of content on competition; and

(e)   any opportunities to maximise the capacity and use of existing broadband infrastructure.

3. ReSPONSES TO Inquiry TOR

3.1 Current and prospective levels of competition in broadband services - TOR (a)

Levels of competition in broadband services seem to be reasonable in metropolitan areas.  However, regional locations are disadvantaged due to lack of alternatives in technology, pricing and poor existing infrastructure.  Norlink would like to comment on broadband competition at the regional level in this submission.
The only broadband services currently available in non-metropolitan regions are ADSL and satellite.  Specialist high end services do exist but for the general consumer and small/medium business the options are very limited.  Both ADSL and satellite technologies have problems associated with deployment in regional areas.   With ADSL access is affected by the quality of the copper, the use of RIMs and pair gain systems that make it impossible for many to use this technology.  There is also the distance limitation of ADSL that affects a much higher percentage of the population in regional areas than metropolitan because of the distribution of the population over a wider geographic area.  Pricing for ADSL is another factor as there is a pricing differential between city and regional – there is a regional surcharge for access to DSL services on the Telstra network.
Satellite technology is available in most places but there is limited competition to Telstra and it is high cost.  There is limited capacity with satellite services: one-way relies on a landline upstream therefore it can’t really be labelled as a broadband service. As far as two-way satellite is concerned, anecdotally, performance delivery has been poor.  It is not really considered broadband in many technical circles.
As there is no other alternative at present this lack of broadband options means that many residents and businesses have no access at all to broadband services.  

Norlink is presently in acceptance test phase of deployment of wireless local loop broadband services.  We have tested the service out to 35km and have trial customers connected at a distance of 30km. This adds a much sought after alternative to the market in the Northern Rivers of NSW.  However, it has been a long and complicated journey to deliver this leading edge technology and significant impediments limit the expansion of this technology into other regions of Australia – please see 3.2 below for further discussion.  
Australia needs its small towns and communities to survive, not draw the entire population into a handful of regional centres and capital cities.  The communications requirements of smaller communities are the same as those of a far larger size and it is reasonable to expect that they both require their telecoms spend to be reinvested into their communities, thereby “future proofing” the community investment in communications infrastructure.  Large corporate organisations, who rely on quick return on investments will never be able to justify the expenditure to “wire up” smaller communities. Therefore the onus returns to the smaller regional communities to fund their own infrastructure.  Norlink’s prototype micro telco model leads the way in addressing this issue.
3.2 Impediments to competition and to uptake of broadband technology - TOR (b)

The mechanisms currently in place to deliver broadband technology are: wireless; fibre optic cable and copper enhancements.  It is widely accepted that broadband will be delivered by cable in high population areas but it is unlikely that this will be available for small regional communities.

A fixed wireless system is a good intermediate solution.  However there are restrictions, such as access to spectrum, that are major impediments to competition and uptake of broadband technology in regional areas.  Wireless technologies are an enabler for the “micro telco” and therefore access to technology, expertise and spectrum are all key ingredients for a successful outcome. Norlink is poised to deliver broadband technology over Wireless Local Loop (WLL), however, it has been a long and complicated path well beyond the means of the majority of communities.

There are three ways to acquire spectrum: Bid for unallocated spectrum via auction where spectrum is available; secure appropriate apparatus licences where available or; lease from a licence holder.  It has proved very difficult to negotiate with entrenched licence holders to lease spectrum and this, in practice excludes others from accessing the spectrum market.  Purchase of spectrum where available is very high cost and apparatus licences are not available enough to be a long-term strategy. It is our recommendation to the inquiry that it consider methods of providing security of access to spectrum for community based regional telcos.
Impediments with regard to ADSL access are: it is affected by the quality of the copper, the use of RIMs and pair gain systems that make it impossible for many to use this technology; there is also the distance limitation of ADSL that affects a much higher percentage of the population in regional areas than metropolitan because of the distribution of the population over a wider geographic area; pricing for ADSL is another factor as there is a regional surcharge for access to DSL services on the Telstra network.

3.3 Implications of convergence on competition - TOR (c)

Norlink is not currently in a position to comment on this TOR.

3.4 Impact and relationship between ownership of content and distribution of content on competition - TOR (d)

Norlink is not currently in a position to comment on this TOR.

3.5 Opportunities to maximise capacity and use of existing broadband infrastructure  - TOR (e)

There are limits to the use of existing broadband infrastructure.  The future is in providing open-ended capacity.  Whilst it is possible to provide ever increasing bandwidth over the long-haul fibre optic networks that currently exist, the last mile is where the problem lies.  The current technology is just not capable of doing this.  Also, existing infrastructure in regional areas does not provide the quality of service that will be demanded by consumers of higher broadband.
Some of Australia’s greatest assets are the greatest obstacles to a cohesive nation-wide regional telecoms strategy. The issues are no surprise to most and are: 

· Large distances between major centres

· Large geographical areas that are sparsely populated

· Diverse geography not only throughout the country but even within regions

· Un-proportionally high population condensed into the Capital Cities

· Many small and micro regional communities

While these issues are significant barriers to overcome, particularly in relation to return on telecommunications infrastructure investment, there are solutions that can be put in place to ensure regional telecommunications in Australia is on the central migratory path to CBD equivalence within the short to medium term. 

The use of community owned regional and micro telcos is key to delivering this vision.  

This vision will not only address the issues of access and cost of telecommunications services through creating a true competitive marketplace but will also provide a platform for significant economic stimulation and jobs growth within regional and rural Australia.

While much of regional Australia is traversed by a number of highspeed optic fibre networks, typically these are not “broken out” at the locations required or are cost prohibitive to do so because of the technology employed. 

This vision proposes a model for rural and regional telecommunications that is technology independent that will encourage innovation and development of new telecommunications products and will provide a once only opportunity to build on Australia’s existing telecommunications industry. To endorse its implementation will be to embark on a nation-building program, the benefits of which will be available for all. 

The deployment of infrastructure with ownership embedded within the community will enable the development of a true competitive market in rural and regional areas through the capacity to deliver wholesale services to all existing and new carriers over the new networks as they are developed. This program will solve the Universal Service Obligation issue.

We are not just proposing the implementation of a unique advanced telecommunications network but architecting the “Change Agent” for Rural and Regional Australia. It is a well known fact, and the subject of many recent reports, that Regional Australia is being left behind in development of new economy models and the lack of advanced telecommunications infrastructure, at affordable prices, is having a negative effect on the growth of most Australian regional areas. 
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