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Introduction

Over recent months I’ve heard many people claim to have the solution to achieving affordable high speed broadband. But amid the fierce debate about our broadband future there has not been a credible discussion of affordability, because there has been no recognition of the difference between ‘cheaper’ and ‘affordable’ and little discussion of broadband as an essential utility service.  

At conferences about broadband we don’t often spend time talking about poverty. But that’s exactly where I want to start this presentation, because affordability is firstly about income.
Poverty

According to the Australian Council of Social Services, approximately 2.2 million Australian people lived in poverty in 2006.
 These households survive on less that 50% of median Australian income, which for a single adult in 2006 was $281 a week.

In 2006, 19% of households were living in multiple deprivation. This means that they lacked at least three of twenty essentials of life that included;
· a decent and secure home;

· a substantial meal at least once a day;

· up to $500 in emergency savings;

· heating in at least one room of the house; and

· a separate bed for each child.
When I talk about the affordability of broadband for low income households in Australia, it’s these people I have in mind. They are people for whom an unexpected high bill can trigger a devastating cycle of financial distress.

The Australian Communications and Media Authority – the A-C-M-A has recently collated survey data that helps us to understand who is missing out on internet access.
 Approximately 2.6 million people - that is 14 percent of the total population aged 14 years and over – do not have access to the internet at home nor via a mobile phone. 

62 percent of this group had personal annual incomes of less than $25,000. 53 percent were aged 55 years or more. Not surprisingly this group is also skewed towards non-capital city areas.

It is not the case that all these 2.6 million do not use the internet. Almost one-third of these people do make use of the internet outside their home – at work, at school, at a library, or at a friend’s home. 

While having access somewhere outside the home is a factor contributing to the decision not to have their own access, 42 percent reported that the cost of connecting to the internet at home was too expensive.

So while income is not the only barrier to access, income is the major one. 

Unfortunately affordability is often discussed as though it is what the market will automatically deliver if there is healthy competition. However, even if we were able to achieve a marketplace with close to perfect competition – competition that would make any economist happy – we still won’t have  achieved prices where everyone who wants to, can purchase a broadband service.
This is a problem. Because internet access is no longer a luxury service that is handy to have if you’ve got the money. Today, it is a practical necessity for everyday life.

Essential Service Industries

The companies that to date we have called Internet service providers haven’t really seen themselves as in an essential service industry. But we are now at the beginning of a process where the perception of broadband among the public is changing, and the industry’s self-image will start to change too. 
The change is from seeing a broadband service as a nice thing to have - to recognising that it is a utility akin to energy and water and the telephone.

Historically Australian governments, together with essential service industries have accepted the need to intervene in markets to guarantee affordable access to essential services.

Governments of all stripes have recognised the problem of income as a barrier when it comes to a phone service. We have a legislated right to a standard telephone service. We have made provisions for Telstra to meet this obligation, and we have subsidised specific products for low income people.

Back in 2002 the Howard Government required Telstra to create a range of products targeted to the needs of low income consumers. 

To oversee these measures LIMAC – the Low Income Measures Assessment Committee – was created. 

I’d like to take a moment to give my personal thanks to the individuals and organisations involved in the Committee, along with Telstra, who work hard to ensure that vulnerable and disadvantaged consumers have access to a phone service.

One of the important LIMAC products is Telstra’s HomeBudget, which offers a discounted line rental of $20.95 a month.
  Other services include the Pensioner Discount, and the Bill Assistance Program, the PhoneCard, and the Sponsored Access service providing a phone service for people who seek shelter within emergency accommodation.

Let me be absolutely clear that ACCAN expects these low income measures guaranteeing essential phone access to continue uninterrupted in the transition to the NBN and after its implementation.
This nation’s transition to high-speed broadband infrastructure should not result in people who only want a fixed telephone line - and nothing else - being financially penalised.
But let me be equally clear that we do not accept that merely maintaining these existing measures for phone access in an era of ubiquitous broadband is sufficient to meet community needs and community expectations.

New measures for affordable broadband

ACCAN’s principle of ‘broadband for all’ has always envisaged specific measures to ensure that some of Australia’s most disadvantaged households can get a quality  internet service. 

I think everyone in the telecommunications sector already recognises that subsidies in one form or another are required to make prices reasonably comparable in both the bush and the cities. Now we need to recognise that similar prices across the nation – say $40 or $50 a month – don’t help people who don’t have $40 or $50 a month to spend. 

So we have to think about the next phase of assistance measures where the service in question is broadband, not just a phone.

As an example, Telstra’s InContact service is a limited phone service free of monthly line rental charges allowing people to receive calls and to make emergency calls. Isn’t it time we started thinking about a limited InContact internet service which in a similar vein allows people to access websites and check emails?
Then there is the issue of consumer choice. In a telecommunications environment where multiple retailers compete on open access network infrastructure, why shouldn’t consumers who will be using subsidised services have a choice of provider?

There are several ways we can realise these objectives.

In 2009 ACCAN proposed the introduction of a special wholesale product, which would see NBN Co (or any other wholesaler) provide a subsidised service for any retailer to offer to eligible retail customers. 
Other options include subsidies that go to a retailer to service specific sectors of the community, similar to the Australian Broadband Guarantee program. Or there could be a direct rebate credited on the consumer’s bill if the consumer met a particular low income definition, as currently exists in the energy sector.

Recognising broadband as a utility also involves ensuring that broadband remains accessible even when a consumer experiences difficulties in paying their bills.
Over time the water and energy industries have developed sophisticated programs to maintain people’s connection to their services even in time of financial hardship. 
Internet service providers must learn from their peers in other essential service industries about the community obligations that arise when you are a retailer of an essential service. Tougher rules around fair treatment of customers in financial hardship will be needed. Rules will also be required about when, and under what circumstances, customers can be disconnected.
Legislators must also step up to their responsibilities as overseers of an essential service industry. 
Ultimately, we need to legislate a right to broadband access in Australia, as they have already done in Spain, Finland and Switzerland. 
I would argue, a country of our size, with our low density and large distances has more to gain from, a legislated right to broadband than most other countries in the world.
Closing
ACCAN recommends that we start with a Broadband Low Income Measures Scheme, as a logical extension of LIMAC. A Broadband Low Income Measures Scheme could include

- basic broadband access
- pensioner discounts and bill assistance
- financial hardship provisions
- public access program

It would go hand in hand with a legislated right to Broadband.
Some people may doubt the analogy of broadband to water, energy and the telephone. I would remind them that once, running water in every home and electricity in every home would have been considered quite decadent. As our technological capacities increase, so there is a change in the nature of the goods and services that are considered necessary for people to function as fully included members of society. 

The economist and philosopher Amartya Sen said that the questions we must ask regarding prosperity are not only about physical essentials such as ‘are people well nourished? But also ‘can they take part in the life of the community? Can they appear in public without shame and without feeling disgraced? Can they use their education? Can they visit friends and relatives if they choose?

Today, if you want to pay your bills, look for a job, lodge a complaint about your landlord, look up the bus timetable, book a movie ticket, have your shopping delivered, and keep in touch with a relative, a reliable internet connection is either the only way or the only practical way of getting these tasks done.

I mentioned at the outset that 19% of households experienced multiple deprivation. What we can begin to do here today is begin to discuss the Broadband Low Income Measures Scheme to make sure we don’t exacerbate their situation – and to make sure that they don’t miss out on the enormous benefits that internet access offers. I hope we can now start the real discussion on broadband affordability.
END
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