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Telstra’s excessive pricing amounts to a tax on
consumers of $1.4 billion per year in mobiles

Telstra $10/month for post-paid plan
customers

pay a price

premiumof:  $5/month for post-paid SIM or MBB

$17/month for pre-paid plan (a greater proportion of services
in regional Australia is pre-paid so Telstra’s premium has greater
impactin regional)

$1 8/month for fixed-line

1 Comparison of Telstra’s premium for mobile and fixed line services between capital
cities and regional areas

9

mWeighted average of capital cities mRegional
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Refer to the independent analysis by The CIE,
attached to Vodafone’s submission.

Telstra premum per customer ($/month)
o

(=]

Post-paid Pre-paid Fixed line

Data source The CIE
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3 Different estimates of Telstra's mobile and fixed line premia

30
B Non-handset post-paid premium W Handset post-paid premium
25
. Fixed line premium N Pre-paid premium
S 20
=]
E
& 176
=15
8
=
10
o 10.6
5
0
Non-Telstra plans (weighted average) Optus plans Cheapest plans

Note: The cheapest plans for post-paid, fixed line and pre-paid plans are those from Virgin Mobile, TPG Internet and ALDI respectively.
Data source: The CIE.
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Telstra’s extensive lobbying for this inquiry hides real
consumer dissatisfaction with Telstra

A 2017 report by Empirica Research showed that even the majority (61%) of Telstra’s own
regional customers support mandated roaming

( TELSTRA

Telstra customers (n=657)

O oprus Voo

vodalcne

\)
e smasin ((22)

Customers of other providers (n=372)

33 I("&"O<? &*%#01# &4 (%% &%+ 019 )&t B+#) &+

* &()0"&+) 1% &+ %% (*H'& " "+6"'& " Bil#) )HS'S & #' )+ %& +%6 +," 01) + %* & *%H0
&)+ %8&) 1# &43

& "$+#)8% $ 055 %&5 "$+H) )0$ +)0 &UWBEL) 1# &4 $ $'+ 2 %01+ +%& &
0"+#%1% +)& O)#/'+$3 " $+#) $44"$+$ 9HB1H S %& $ &+'&$" )&( +)+ +" O)#/"+ $
BY6H/ &4 " +1"23 " $+#) ) 0$ +)+ + B+ HODRIS+ 1# &4 $ +"& )11 "( +% #'4 %&)
$+#) )5 $% "$+#) )$ &%) +2 +% "IHMNE 1%6"# + 0)2 )"3

8% )11#%) , $ 0%#" & )& "(?

HEH5  )$ ("&+*U(+)+ & *%HO &)+ %&A1H ) 0 $&Y60"H ") $" +,"H" $ " %69
+"9 &" ($ % &+ &4 )&( +,"H" W' ) 02#)( WFEFLH " 1% &+$ +)+ " O)H/"+"(
(R RA 2 4% (FH'&+ %&S$ 0"HS3 |, $ 0SB S+ A& * )&+ B WL *%# " $+)
+06 1# " ($#0 &)+")4) &$+ #'4 %8&) %&ULB)HS "8

I"#$ %& '



"06&(5  $A4"$+$ +)+ " $HE) )LLHS +% $'+ +$ &)CH&) 6) %* %1+ 0 $)+ %&

) #%S$$ +," O)#/"+3 & " 45 " $+#) $"+$ ) , 4, % ABH%1% +)& WH)$ )&(# $/$ %$$
%* Q)"+ $)H" +% 1+$ )&(  *H#9%0 0%#' 1# "93"8S$ + "#$03H B+ +"

)(+ %&) 1H%* +$ *#%0 )1+ I" #'4 %8&) %&S 0"#$ )&( 1#)0" 0%5&S 0"H#S$ +,)+
VA2 )1+ 406 +" " $+H) &'+6%H#/3 " S+H) HROWS" | #+) &"+6%6H/
%1"#)+06H#E- .5 6,90 %*+"& (% &%+ ,)I") "$$ +%6 "$+H)SS *  YI'@IE HeBo+1#
HHA + 1 "9$I8S + 1" %8S 0"HS & 0"+H#%1% +HEH)H)ED B& ) $&4

" $+#)8%$ %68 #)&(3

HG)S"TL)&( 2 # 32 &, $ $" %&( #'1%H+5 %" +4861%8&S 0"HS )#' ) $%
YL+ 1" +0% " $+#)5 )&( +," B ) & %* $ $+ + + %&C 6%# [H6D(196+#) )&(
HOUOSSY0H WHHU6 S, 4" 2 1#% "0)+ )&( $ (S H#ML-'B # +D0)&& *%st0"(
+" $)0" %& $%E& &("1"&("&+25 ) &4 % $H"( +" "I (& " $&H)8S %68&
$ 0$$ %&3

+HRH 00&S (HS )+ & *U%HO &)+ %&) 1# &4 )$ &SIP)) D& $0 *o6#
+#)850 $3 %& %* " $+#)8% O)H/"+ 1%6"H#5 ) $ &4 YHOBOEHIL )2 106!I"H)4" & #'4 %&)
$+#) )5 &+% 0"+#%1% +)& J#")$3

"S+HE) )F &) " +% H)") &)+ #) 0%8&%1% 2 1#%( + +,)+ "B&HAD 18%! ("5
&)0"2 %!"#)4" & +," &)+ #) 0%&%1% 2 )#")$3 " $+#) )$+IR()&2 ) "$$ +% +,)+
1#%( + )+ 6,%"$) " +% +$ %01"+ +%#3$5 ,"& " 4 )#)&+"" &4+ Ya&l2%! (¢
+,)+ 1#%( + )+ +,"#"+) "I"3

)t 1H%( + $SH#DH('()$,4,2) ) " 2)$ $'+ %* 0"+H#%IR0 %&S 0"#S )&( $
HAOR()S "$P'&t+) 2 0%+ #'4 %&) %&S 0"#$3  SL#YBYHD " $+#) *) "$ &%
%01"+ + %& *#%0 1+ $%# & +,"$ 112 %* +,)+ 1#%( +3

"SHH) )$ & M&) " 4% $'+ ) 0%8&%1% 2 1# " *0b# + % FHLUBBOS 4"&"H)+ &4
+US $H)&+) 1# "1H#'0 0 ("&+*"() %I"3 %H'UVEEH) ) &("(+,)+ 0%8%1% 2
0I"H)A" 1HY( + 6+, +$ %&+"$+) "0% "$'H "$3

85 $ 0335%& $$11%#+"( 2 +," #)&4" %* "I ("& " + ) 1#'$"&+"(+% +," & +$
#48) O03$S%& & (&4 +,"1#'0 01# &4 ("&+ *%I)5 #'4 %&) %&$S 0"# $ #1"2$5 )&(
02$+"#2 $,%11"# $#1"2$3  8%"1 ("& " $) $% $ 12%H%& $ %&S %* +," )# % $ #'4 %&)
+'" %00 & )+ %&S$ & #"$)&( 2N# % $ S 05 %&S +,)+ +)S #" " I"( *#%0 #'4 %&)
%&S$ 0"#$ &+, $ (" W)+ %& &; #23

&$, #0$H)&"$5 + $ "M +)+ &)+ N&) &*WHO 1# EHHWIO! (" +," "+
601"+ + I" 6&S+H) &+ %& " $HH) +)+ $ ("&+ ) % 2FBOSS %&3

I"#$ %& '



H%& ) 25 &)+ %&) & *%HO 1# &4 6% YELHIBIHT" 001"+ + 1" %&S$+H) &+ %& " $+#) *
(%0"$+ 0% " #%)0 &4 6)$ (" )#'(5 ") $" "8F6% (+,'& %$" +$ O+ 1%6"H# +% ,)H#4"
7SS I 1# &4 *ObH +" &)+ #) 0%E&Y1% 2- WIBHE( S+ #' %I'H +$ #)$%E&) " %$+$
+#%4,) "$$1# &4.3

*% %6 &4 $ ("$00MH S 85! "6$?

Uniform national pricing does not place an effective
competitive constraint on Telstra

* Telstra claims that its policy of uniform national pricing “allows the benefit of
metropolitan competition to flow through to regional Australia”. However,
the converse is actually true.

* Metropolitan markets are not uniformly competitive. Competition is
segmented. Competition exists between Optus and Vodafone, but Telstra is
not effectively constrained.

* Telstra has focussed on the premium market and differentiates its offering
based on coverage. As Telstra controls a natural monopoly to which it denies
access, no other MNO can effectively compete.

* Telstra has absolute market power over customers within and near to its
regional monopoly, and leverages that market power into metropolitan
market segments that value coverage.

* Telstra sets a uniform ‘premium price’ which leverages its market power to
extract rents from all its customers.
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Australia is uniquely susceptible to natural monopoly

Australia has a large land mass & low population

density. It is susceptible to natural monopoly in mobile P R P RO S R A
coverage.
Incremental
Telstra now has a monopoly over some 60% of the e ]

mobile coverage in Australia.

606,394 25% 22,853,639 95.6%

Countries with similar profiles (Canada, US, France,
Spain, N2Z) have introduced some form of mandated e ER1536 Ly S 702 2x

access to domestic roaming services.
Totals 2,414,406 W 23,718,989 99.2%

Much of this area comprises a
natural monopoly. Extended further
as a result of Telstra being awarded
75% of Blackspots funding.

Figure 1: Population density = June 2014

ik J‘j

People per sq km

No other mobile operator can

B 100.0 or more
> i oame profitably invest to duplicate
1 - 0110 1.0 Telstra’s infrastructure and
e tj B effectively compete.

Source: ABS, 3218.0 - Regional Population Growth, Australia, 2013-14
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Telstra’s refusal to supply roaming has enabled it to capture

most public subsidies for its private use

In other countries, infrastructure sharing and roaming arrangements have been the accepted policy
solution for delivering competitive regional coverage. Australia’s policy solution has been to award

coverage subsidies.

In theory, subsidies are awarded on a contestable basis. However, in practice, there is a high barrier to
other MNOs winning subsidies since sites are 1.4m sq km or more remote from other MNOs networks
Telstra raises further barriers through eg transmission pricing. The lack of contiguous coverage makes with
existing network coverage. By denying roaming, Telstra has captured most subsidies for itself.

Share of total funded sites for Mobile Blackspots

Telstra’s disproportionate share of subsidies Program awarded to each MNO
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Government subsidies have entrenched Telstra’s natural

monopoly rather than overcoming it...
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Why is roaming so important to Vodafone ?

* Roaming acts as a stepping stone for
investment by enabling market share
growth to a point where investment
becomes profitable. Roaming underpins
VHA’s investment strategy.

* Roaming enables a competitive mobile
service to be provided in circumstances
where network economics do not support
three competing mobile networks (i.e.,
areas of market failure).

* Vodafone cannot compete for most
government regional subsidies if it does
not have contiguous roaming coverage
with subsidised sites.

* Roaming is the only basis on which

effective competition can be delivered to « Telstra leverages and bundles its natural
regional Australia. monopoly into competitive areas in such a
way that VHA cannot compete for a large
part of the market. ‘
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Declaration will not harm existing coverage-based
competition — Telstra is scaremongering on this...

Declaration will not harm existing coverage-based competition...

» Coverage-based competition currently occurs between the three MNOs in those areas
where they can each economically deploy infrastructure, namely to 95.6% of the
population (and 25% of the total coverage area).

» Declaration will not apply in those areas, hence the three MNOs will still race to deploy
the latest technologies. Investment incentives are not affected by declaration in those

areas at all.

* Declaration will only apply in those areas that can only support one or two mobile
networks, namely those areas serving the remaining 4.4% of the population (and
comprising 75% of the total coverage area). In around 80% of this declaration area,
Telstra is the natural monopoly supplier and faces no coverage-based competition at
all.

Coverage-based competition does not exist in those areas that will be the subject
of declaration. Declaration will therefore have no impact on investment incentives

driven by competition. This is a fundamental point that Telstra glosses overin its
submission.
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natural monopoly position from a non-contestable part of the market mto a contestable part
of the market. Telstra’s advertising conflates these issues.

* No other MNO can compete with Telstra on this basis, so Telstra is not subject to meaningful
competitive constraints (i.e., for those consumers that value coverage, Telstra has market power to
charge whatever is likes)

CONCERN: An MNO should not be permitted to capture a natural monopoly in coverage (partly
taxpayer funded), refuse to provide access to that monopoly, then bundle that natural
monopoly with its retail offering in such a way that no other MNO can effectively compete for a
large part of the retail market.
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