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Dear Mr McLean
SENATE Inquiry into competition in broadband services



Thank you for your correspondence seeking input from the City of Ballarat in relation to the provision of broadband services in the municipality.  The City of Ballarat would like to make the following brief submission, as requested, to the Senate Environment, Communications, Information Technology and the Arts Committee.
The Mayor of the City of Ballarat, Cr David Vendy, has also indicated that he will be available to speak at the public hearing in Ballarat.

The City of Ballarat would be pleased to supply further information to the Committee if required and would happily host a meeting if required.  Should you require clarification on any of the issues raised in the submission, please contact David Keenan, Executive Director, Economic Development, on (03) 5320 5676 or davidkeenan@ballarat.vic.gov.au
Yours sincerely

Neil D. Armstrong
Interim Chief Executive
Overview
Before outlining the Broadband Service issues it is perhaps worthwhile providing a brief snap shot of the local economy and key indicators in Ballarat.  

· The City of Ballarat has a population of approximately 86,000 persons, which is growing at approximately 1.6% per annum.

· The City of Ballarat services a significantly large region, the recent Ballarat Retail Strategy (2003) identified Ballarat as having a total retail catchment of approximately 180,000 persons, which is persons within one hours car travel from Ballarat or 100 kilometres.  

· Unemployment in Ballarat is at 6.4% (September Quarter 2003), the lowest in at least five years.  The estimated labour force for Ballarat is 41,232.  This figure has not increased with the decline in the unemployment rate, nor with the growth in population and may indicate that there are skill shortages that are not being filled by the current labour force.  The size of the labour force has declined over the past two years by approximately 500 persons
· Approximately 20% of the labour force in Ballarat is employed in the retail sector, followed by the manufacturing sector (19%)

· Major employers in Ballarat include Masterfoods, IBM, Telstra, McCains, Maxitrans, FMP (formerly Bendix Mintex) and the health and education sectors, including the University of Ballarat.
· Ballarat is well serviced by secondary schools with a number of private and government schools.  It should be noted that the majority of the private schools have waiting lists in excess of five years.

· Major influences on the local economy in the next few years will be driven by infrastructure improvement, with the regional fast train project potentially changing the nature of Ballarat from a provincial centre into a commuter city.  Other major influences will be related to the ability of the local manufacturing sector to compete globally and the continued development of the information technology and communications sector in Ballarat.  An infectious commitment by industry and other groups to learning (i.e. training and educations in its many forms), to ensure that those who live and work here are futuristic in outlook, will also be a major driver of the local economy.
· The City of Ballarat will also seek to increase its cultural diversity, through proactive attraction programs to meet current and anticipated skill shortages.  A recent survey of businesses in Ballarat (March 2003) found skill shortages in the following areas;

· Trades (general)

· Administration positions

· Medical

· Accountants

· Bricklayers

· Chef

· Painter

· Sales Positions

· Dental nurses

· Drivers

· Hairdresser

· Mechanical

The City of Ballarat will also continue to focus on being a major tourist destination, as well as continuing to leverage off the heritage and historic values of the City.  The City of Ballarat will also continue to support the development of arts and culture to attract and retain residents and maintain a focus on becoming a centre for excellence in the information technology and communications field.
Observations from the City of Ballarat
· The City of Ballarat has an aim to become the Premier Provincial City in Australia for Information Technology and Communications, a Centre of Excellence.  Through its partnerships with the University of Ballarat, the City of Ballarat has been successful in attracting businesses such as IBM and the State Revenue Office to Ballarat.  This has resulted in the number of persons working in the information technology sector increasing substantially; meaning the need for quality broadband infrastructure is at a premium.

· With two major hospitals and extensive aged care facilities Ballarat has the most extensive medical and healthcare facilities outside Melbourne.  The Health and related aged care sector is Ballarat’s largest employer with an estimated 10-15% of the city’s professional appointments.  It employs approximately 14% of Ballarat’s workforce.  The range and quality of health care services available in Ballarat continue to attract new residents, including older and disabled people as well as new employees and their families.  The provision of a quality healthcare system is essential to Ballarat’s growth as well as the physical and mental well-being of the city’s and wider region’s population.  Over the next decade the demand for medical services in Ballarat’s catchment region is expected to increase by 28%.  Only 8% of this increased demand will be due to population growth the remainder a result of an ageing population and improvements in medical technology.  The healthcare sector requires access to reliable and high volume broadband services to continue to offer and deliver high quality services, and attract skilled staff to the region.
· The supply and capacity of the broadband infrastructure is becoming more integral in business attraction and retention, with businesses at times forced to consider relocation due to insufficient services.
· The education level and comprehension capacity in relation to broadband services by small to medium businesses, in both the public and private sector, is relatively poor.  In the retail sector there is perhaps the greatest opportunity for more involvement by businesses.
· In Ballarat there are a number of providers of broadband services, including Telstra, Neighbourhood Cable, Chariot NetConnect, Omnitech, Ampwest, Optus, with other arrangements being made by individual networks, especially in the public sector.

· There are numerous proposed methods of delivering broadband infrastructure, via the Fast Rail project, via the existing power-line infrastructure, via proposed new infrastructure and via microwave links.  These various methods of delivery can prove to be confusing to business and the consumer.
· Through the State Government’s Clusters Discussion Paper released late last year the City of Ballarat indicated that an informal information technology and communications cluster exists in Ballarat.  As part of the City of Ballarat’s response to that paper the development of an information technology and communications cluster was seen as a priority.

· It should also be noted that there are a number of call centres are located in Ballarat employing in excess of 500 persons.  Call Centres operated by Centrelink, Telstra, the Department of Sustainability and Environment, the Bank of Melbourne and Neighbourhood Cable, all rely heavily upon the current and future information technology and communications infrastructure.

City of Ballarat Comments on the Terms of Reference

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

The City of Ballarat would be keen to see higher levels of competition in the broadband services, including interconnection and pricing in both the wholesale and retail markets.  The City believes this is happening incrementally, however to deliver greater savings to both business and residents encouragement and access to infrastructure needs to be given to potential new entrants in the marketplace.  This access and encouragement should not dissuade Telstra from providing a high standard of service to these new entrants into the market place and existing infrastructure.  Competition in this field is always going to be difficult when there is such a large player such as Telstra.  The City of Ballarat has had a long a successful relationship with Telstra, and believes that it will continue to do so in the future, however with all financial relationships that the City of Ballarat is involved in there is a requirement to continually test the market place.  Increased competition in both the retail and wholesale market place may allow for the City of Ballarat to obtain further value for money for its residents allowing savings to be invested in alternative areas.
The City of Ballarat also believes that through increased competition in both the wholesale and retail markets, a greater choice of products and services will be made available to average consumers, making access to broadband services more affordable.  The current pricing flexibility that Telstra has at present in the broadband market means that it is often difficult for new companies to access the marketplace and the true costs are difficult to determine in relation to how affordable a service could be made.  It is submitted by the City of Ballarat, that increased competition in the broadband marketplace, may lead to increased employment and investment, with the establishment of new industries and businesses.  It is noted however this may come at the expense of employment losses in other businesses.

Finally, the City of Ballarat believes that is vital that access to broadband is affordable, to support students at educational facilities and entrepreneurs.  The City of Ballarat has been involved in the Collective Optical Learning Testbed, which will result in increased levels of connectivity in a number of locations at the University of Ballarat, including the Greenhill Enterprise Centre, the Global Innovation Centre and the University residences.  It is envisaged that this infrastructure roll out will demonstrate the need for large scale broadband capacity to support students and research, as well as high tech innovative businesses.
(b) Any impediments to competition and to the uptake of broadband technology;

In relation to impediments to competition there is the obvious issue with the marketplace dominance by Telstra.  This presence is daunting to new entrants into the marketplace and may deter potential offshore or new investment to examine other options before considering Australia.  The size of Telstra also means that niche areas on the periphery may become viable for small businesses for short periods of time, but depending on the strategic direction of Telstra, these niche areas may become core business and quickly unviable for the smaller operators.
Significant impediments still remain in relation to the uptake of broadband technology by business and the community.  There is still confusion in the business community as to how broadband can benefit their business, and it is arguable that this same confusion exists in relation to the private sector.  There is a major need to support further information and training be made available to the business and community sectors in relation to the uptake and use of broadband technology.
A final impediment is obviously accessing broadband through the appropriate infrastructure in a cost effective manner.  The City of Ballarat still receives comments in relation to both the speed and cost of accessing broadband from businesses that are isolated and those that are remarkably close to the City.  A good example of this would be the issues faced by the businesses based at the Ballarat Aerodrome.  Some of the businesses based at the airport are involved in aerial photography, which places a heavy reliance upon on the information technology infrastructure.  At this point no solution has been forthcoming, yet the facility is located no more than 5 kilometers from the City centre.
(c) The implications of communications technology convergence on competition in broadband and other emerging markets;

The City of Ballarat believes that there will be a need for tighter regulation in this field in the future.  There is the potential for businesses to over extend their capacity to deliver, especially in provincial areas that may result in business collapse.  Regardless of the potential risk, the City of Ballarat believes that implication of communications technology convergence on competition in broadband and other emerging markets may bring benefits to businesses and consumers in relation to establishing more price options in the market place and packaging.  Competition may also increase the levels of innovation and entrepreneurship and in some cases lead to the development of new technology.  

The City of Ballarat believes that more education will need to be provided to businesses and consumers in relation to the packaging and aggregating of voice and data traffic in order for them to obtain the best value for money.  This is a role that could be undertaken through direct funding of workshops for businesses and the community, potentially auspiced through local government.
(d) The impact and relationship between ownership of content and distribution of content on competition; and

This is an area that also requires tighter regulation.  At present the marketplace has many options in relation to the distribution of content, but also the local environment is dominated by Telstra in the supply of infrastructure and content.  The City of Ballarat would look to the Federal Government to regulate this area and structure appropriate rules in relation to the ownership of content and distribution of content.  
The City of Ballarat has experienced mixed results in relation to the establishment of community portals, with one of the major hurdles being the supply and maintenance of content.  The accessibility and rights to updated content make it difficult to maintain portals that will attract visitation on a local level.  There are also issues in relation to the accuracy and timeliness of content that does appear.
The City of Ballarat will seek to establish and encourage the use of portals to supply relevant information to residents and businesses alike, as it moves to engage its residents electronically.  To do this successfully, the portals must however be viable communication tools, that can be supported financially and have attractive content.  The comments made in relation to content, are predominantly related to the micro environment, as discussed, the City would envisage the Federal Government overseeing the macro environment.
(e) Any opportunities to maximize the capacity and use of existing broadband infrastructure.

The City of Ballarat believes that the roll out of broadband infrastructure has been done on an as needs basis.  This has resulted in an “uneven” distribution of access to communities and business.  The roll out path has also followed the former Telecom, now Telstra, communications backbone that has left Telstra in a commanding position, through no fault of its own.  

The City of Ballarat believes an education process needs to be undertaken to inform businesses and communities as to the capacity and potential use of existing broadband infrastructure.  

Additional information and data should be supplied to local government authorities, in relation to the capacity and use of the existing infrastructure, so local government can work with existing and potential suppliers of broadband technology and services to ensure that services are delivered to all communities in a cost effective manner, ensuring minimal levels of community and business disadvantage.
Additional support in relation to allowing educational institutions to fully maximize cost effective access to broadband would also be welcomed by the City of Ballarat.
Conclusion
The City of Ballarat has been heavily involved the development and nurturing of the information technology and communications sector in Ballarat for a number of years.  Ballarat will continue to promote itself as a Centre of Excellence for information technology and communications.  The City of Ballarat would welcome more intervention from the Federal Government in relation to creating a more competitive environment that supports small to medium businesses in the sector, as well as encouraging new entrants.  

The City of Ballarat has concerns in relation to the disproportionate market share that Telstra has, but at the same time would point put that the standard and quality of service delivered by Telstra has increased in recent years, perhaps as a result of competition.  
The City of Ballarat would welcome a strategic roll out of additional broadband infrastructure, rather than on an “as needs” basis.  

The City of Ballarat sees the role of broadband as integral to business attraction and retention in provincial Victoria, as well as attracting skilled workers and residents to the region.

The City of Ballarat believes that further education and training is required to support the maximum use of broadband in provincial areas, by both businesses and the community.

The City of Ballarat undertook the Ballarat Economic Development Strategy in 2003.  The strategy highlights the importance of the information technology and communication sector.  Attached below are relevant sections of the strategy that has been adopted by the City of Ballarat that maybe of interest to the committee.
BALLARAT ECONOMIC DEVELOPMENT STRATEGY 2003
6.1.1
Central Business Area

Strategies

BS2
Develop the CBA as a an authentic and distinctive activity centre that enhances economic activity in Ballarat through excellence in design and functionality 

BS3
Encourage the University of Ballarat to have a greater presence in the CBA

BS4
Encourage more people to live or stay in or around the CBA by increasing the amounts of apartments and shop top dwellings in the CBA
BS5
Increase the opportunity for diversity complimentary yet diverse land uses and activities in the CBA through the development of CBA activity precincts

BS6
Improve the functionality and attractiveness of the CBA for retail activity 

BS7
Identify and encourage the relocation of businesses from the CBA that do not require a CBA presence and which would be better suited to a non CBA location (such as industrial type activities, car yards etc)  

BS8
Promote the development of new generation high speed and broadband wireless based IT applications to provide enhanced ICT capacity to the CBA 

6.1.2
Future residential development and housing diversity

Strategies

BS9
Ensure that all future additional residential areas are fully integrated and have high levels of sustainability, residential amenity, good access to commercial, IT&C, recreational and social facilities, public transport, bike paths, walking trails and areas of natural beauty
BS10
Consolidate of urban development within inner city areas that is complimentary to the authentic characters of these locations
BS11
Plan to provide accommodation to cater for an increasing number of older people and the changing needs of an ageing population 

BS12
Plan to provide accommodation to cater for increasing demand for one and two person households

BS13
That Council work with developers to promote the introduction of ICT infrastructure to support increased connectivity and broadband capacity into subdivisions 
BS14
With the State Government Council plan for future city development demands and pressures resulting from the Melbourne 2030 strategy adoption and implementation
6.8
Information and Communications Technology (ICT)

The ICT sector is best seen as both a distinctive industry sector, but importantly also as an integrated industry sector.  The positioning of ICT in Ballarat can best be viewed on a horizontal and vertical axis.  The vertical access represents ICT as a distinct industry sector with the horizontal axis typifying the integration of ICT across industry, business, services and community.  

ICT business attraction, business incubation, the development and testing of new ICT applications and the development of ICT solutions needs to be successfully integrated with increased adoption of ICT as one component of industry and business transformation.  By way of example, manufacturing is moving towards integration or traditional manufacturing, service provision and technology adoption.  

Adopting strategies that embrace ICT sector vertical development together with horizontal ICT integration with community, business and industry will provide a platform to:

· Engender a broader understanding of, and support from the Ballarat community for the ICT sector development.

· Accelerate the adoption of ICT by business and industry and the community.

· Enable better positioning of the ICT sector within a state and national context.

· Promote opportunities within the local ICT sector for retention and attraction of appropriately skilled and motivated people.

Ballarat’s focus as an ICT hub, commenced in 1994.  The Victorian government established an Information Technology centre at Ballarat for the Public Transport Commission and VicRoads.  In 1994 the first Ballarat IT 2010 Strategy was developed.  Attraction of ICT Enterprises was the centrepiece of the IT 2010 Strategy.  

A partnership between Ballarat University, Ballarat City Council and State and Federal governments saw the establishment of the Green Hill Enterprise Centre in the Ballarat Technology Park at Ballarat University.  Soon after IBM Global Services commenced operations at the Ballarat Technology Park.  

Northgate Communications commenced rollout of a broadband network in Ballarat.  This was later aborted and taken up by Neighborhood Cable.

The revised Ballarat IT 2010 Strategy (July 1999) adopted six themes:

· Measuring performance in ICT against best other examples.

· Creating an exceptional communications network.

· Fostering innovation and investment.

· Promoting knowledge of ICT.

· Focusing on networks and partnerships.

· Developing efficient information gateways.

The Strategy review marked a change in focus to a balance between supply side and demand side strategies.

Under the Connecting Victoria program launched in 1999, the Ballarat Televillage project was funded, planned and implemented.  

The Televillage project focused on both supply and demand side initiatives.  Funding was provided to establish infrastructure to accelerate community and business adoption of ICT.  The key components of the Televillage project were:

1. Establishment of a Ballarat telecommunity portal (myballarat.com).

2. Establishment of Ballarat telecommunity centres (which ahs been undertaken).

3. Fixing of targets for ICT growth including;

· The number of households on-line;

· The amount of electronic business undertaken; and

· The level of electronic content.

4. Establishment of relationships to promote the telecommunity and Telecentres nationally and internationally.

5. A pilot project to establish electronic business and warehousing facilities.

6. Development of educational and community networks and forums.

Co-ordination of ICT activities in Ballarat has been auspiced by cBallarat.  The cBallarat Board, made up of industry representatives, is taking a leadership/champion role in developing and setting ICT policy direction and projects in Ballarat.   The specific goals of cBallarat are:

· To increase utilisation of ICT by individuals and families in the Ballarat region.

· To stimulate the increased participation of business and industry and effective utilisation of ICT.

· To promote the recognition as an ICT innovator.

In 2002 the “Ballarat The Connected Community” strategy was prepared.  This Strategy adopts four themes:

· Development of community usage.

· Development of business usage.

· Attraction of new and growth of existing ICT and associated business to Ballarat.

· Resources required to achieve the previous three themes.

The refinement of the strategic approach to Ballarat becoming a recognised ICT hub results from an increased acknowledgement that the development of ICT capabilities is best undertaken as part of increasing community capacity and use of ICT services.  Ballarat – The Connected Community adopts a balanced approach to building community capacity, building business usage, supporting organic growth in ICT and attracting new ICT enterprises and developing more competitive infrastructure and services.  

Of recent times, the Collaborative Optical Leading Test-bed Project (COLT) has been initiated.  The project focuses on development of effective “last mile” connectivity solution.  Also, further developments have taken place at the Ballarat Technology Park including:

· Locating the State Revenue Office.

· Development of the Global Innovation Centre.

By 2004, it is anticipated that ICT businesses at the Technology Park will employ 1,000 people.  The ICT sector is a growing employer of highly skilled people.  Projections indicate that the sector will increase in importance to the Ballarat economy.  The University involvement in ICT has been a key factor in the sector development, with a major focus on the Technology Park at the University.  The pursuit of a balanced supply and demand side approach to ICT development has been embraced and provides the best opportunity for sector sustainability and positioning.  A formal cluster in the ICT sector will build on the informal networking arrangement already established.  A cluster need not be geographically defined.  However, in Ballarat, a critical mass of ICT businesses are establishing, and will continue to establish and develop at the Ballarat University Technology Park incorporating Green Hill Enterprise Centre, the Global Innovation Centre and other sites on the technology park.  In establishing an IT cluster, it should not be overlooked that there are other ICT businesses in Ballarat which should form part of the cluster, notwithstanding that they are not located at the Ballarat Technology Park.  

An industry cluster can be defined as a “geographic concentration of industries that gain performance advantages through co-location”.  The components of an effective cluster are:

· Social interaction.

· Interdisciplinary interest groups.

· Communities of practice.

· Shared vision and goals.

· Scale and scope.

· Trust.

· Formal information exchange.

· Informal information exchange.

· Economic growth and job creation.

· Sustained competitive advantage.

· Innovation acceleration.

While the Ballarat ICT sector is in relative infancy, a critical mass of people and enterprises is emerging to support the concept of moving from a loose network to a more formalised cluster.  Implicit in a cluster is building momentum and strength through collaboration and co-operation (notwithstanding firms may be competitors in the marketplace).  This requires a degree of maturity in viewing issues of efficiency, innovation and market access as better served by increasing critical mass.

The establishment of the Ballarat Technology Park, and the steady introduction of new tenants and businesses, provides an effective starting point for a cluster project.  In addition, the establishment of cBallarat provides a structural framework in which a cluster can be driven.  The specific logistics of the cluster and the capacity to sustain a cluster needs to be resolved, by undertaking an audit of ICT resources, and the abilities and capabilities that underpin ICT-based cluster innovation and competitiveness.  This detailed analysis is beyond the scope of this strategy.  Given the emerging range of enterprises at the technology park, an additional component of a cluster development will be to establish appropriate housing and lifestyle services in and around the technology park.

Industry and business in Ballarat is a relatively high adopter of various ICT applications.  ICT is a key component in economic transformation with applications underpinning transformation of old economy industry into “sunrise industry”.  The further application of ICT skills and capacities to Ballarat industry and business provides an opportunity for the ICT sector and Ballarat business to increase competitiveness.  Examples include procurement and supply chain management and inventory control.  A broad range of ICT businesses provide business and industry applications.  It is not proposed that the provision of these services by solely the domain of Ballarat businesses.  However, increasingly adoption of ICT based business processes will become critical to business productivity and competitiveness.  Better linking ICT capacity and business applications, developed by Ballarat based ICT companies, with other Ballarat businesses, will benefit the Ballarat ICT sector and Ballarat business more broadly.

The COLT project is the most recent example of Ballarat being used as a test bed for new technology.  The opportunity exists for Ballarat to be a test bed for new ICT technology, through effectively linking an ICT cluster strategy, with increasing business, industry and community adoption of ICT.  

A major inhibitor to ICT industry development is the difficulty in commercialising new innovations and applications.  Australia does not have history of venture capital in ICT.  America has a well-documented history of venture capital supporting ICT start up and commercialisation.  Notwithstanding adverse publicity of ICT over the past years, ICT does `and will continue to play a major role in shaping and enabling development of knowledge and information based economies.  The conversion of ICT ideas and commercial products is inherently risky and requiring of substantial start up capital with delayed returns.  Traditional borrowing through banks and other financial institutions is often impossible due to the risk profile of ventures, lack of security for borrowings and adverse perceptions relating to ICT.  Moves have commenced in Ballarat for the establishment of a venture capital fund.  These early steps need to be supported and linked with the development of an ICT cluster.  The supportive environment of an ICT cluster will reduce risk associated with new applications, development and commercialisation.  Failure to develop appropriate financing structures for ICT commercialisation will result in ICT developments being commercialised away from Ballarat, therefore losing economic opportunities for the city.  

Strategies

BS57
Support the establishment of a formal ICT cluster in Ballarat

BS58
Increase the take up of ICT in Ballarat business and industry sectors

BS59
Continue with positioning Ballarat as a test bed for new ICT technologies and application, including continuing support and involvement in the COLT Project

BS60
Establish funding arrangements for the commercialisation of ICT innovations

BS61
Explore the opportunity to develop a broadly accepted single electronic entry point for Ballarat business and industry

Ballarat is positioning itself as a centre of excellence in ICT (refer to the ICT Section of the Ballarat Economic Development Strategy).  New generation wireless based broadband and high-speed data applications will increase business capacity and convenience of transacting business.  Work is being undertaken to introduce these types of application to the Ballarat CBA.  These activities need to be encouraged and supported as part of the repositioning of the CBA as a business friendly environment within the overall ICT strategy for Ballarat.

	How will this be achieved 
	Responsibility

	Continue negotiations with cBallarat and other stakeholders regarding the establishment of broadband wireless based technologies in the CBA as part of the positioning of Ballarat as a test bed for new ICT technologies
	Business Ballarat

cBallarat

	Identify funding avenues for the ICT technology roll out
	Business Ballarat

cBallarat

	Identify sites for the location of the necessary ICT infrastructure within the CBA with infrastructure installations to be undertaken in a manner that does not compromise CBA historic and aesthetic values
	Business Ballarat

cBallarat

	Negotiate the sustainable commercial arrangements for the roll out of the ICT technologies
	Business Ballarat

cBallarat


