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Questioner Responder
Speaker Turnbull, Malcolm, MP Question No.

Mr TURNBULL (Wentworth) (1.47 pm)—I am glad
that I have not been shut down before my time has
expired. One of the great claims made consistently
for this project is the great economic benefit that will
flow from it. It is taken almost as received wisdom
that there are enormous external economic benefits
coming from the provision of fibre to the home. But,
as we have said for some time—and, indeed, as the
Reserve Bank governor has said—there is no doubt
there is a benefit in interconnectivity, but the big
question is to what extent there is additional benefit in
going from the interconnectivity that we have today,
or the interconnectivity at speeds that we enjoy in
the best-service parts of Australia, being delivered
around the country to going to that enormous additional
step of fibre to the home. As Robert and Charles
Kenny pointed out in their paper on fibre to the home,
which was released over the weekend, every other
increase in internet access technology in the fixed-
line environment has basically just required equipment
at either end—that is, equipment at the exchange, a
modem at the household or the business and upgrades
at either end of the pipe, as it were—for the progression
to DSL, to VDSL or, for cable networks, to DOCSIS
3, which is able to run at 100 megabytes.

Fibre to the home, however, involves a completely
additional infrastructure. It requires not simply
changing the electronics at either end but building
a completely new infrastructure, and that is why is
it is such an enormous step up in expense. So we
need to be very sceptical about the claims of great
economic benefits. One claim that is not correct, which
the brothers Kenny pointed out in this report, is one
made by former Prime Minister Kevin Rudd, who, in
2009, said:

… innovation from information and communications
technology is the single biggest driver of business
productivity—it drives 78 per cent of productivity gains
in service businesses and 85 per cent in manufacturing
businesses.

The authors of the paper note:

… Prime Minister Rudd’s estimates of 78% of service
and 85% of manufacturing productivity gains in Australia
stemming from ICT seem to have been based on two
papers from that country’s Department of Communications,
Information Technology and the Arts. These said that
59-78% and 65-85% of service and manufacturing
productivity growth respectively was due to technological

factors. What was an upper bound in the research has become
a mid-point in Rudd’s speech, but more importantly the
research was looking at all technological factors, not just
ICT. Thus the figures cited include the benefits of everything
from biotechnology to the rise of containerized transport.
Finally, the research covered the period 1985-2001 for
manufacturing and 1984-2002 for services, when the Internet
was in its infancy and broadband was pre-natal.

I do not suggest that the Prime Minister did anything
other than read a speech that was written for him by
his department, but it goes to show that these claims of
great productivity benefits from changes to technology
need to be looked at in a very thorough and rigorous
way, because the risk is that, if we just accept a sort
of cornucopia of external spillover economic benefits
from greater enhanced broadband services, without
actually questioning them, we will be making a very
poor investment of taxpayers’ funds, when those funds
could be better used for other public infrastructure.
The Premier of Victoria, Mr Brumby—unless there
has been a change while we have been in here—
no doubt regrets that more money was not spent by
his government and the federal government on public
transport rather than planning to spend $50 billion-plus
on a national broadband network.

All of this points to the absolute necessity of rigorous
financial analysis, of understanding how much we
are spending and what we are going to get out of
it and of ensuring that we maximise the welfare of
all Australians with a thorough cost-benefit analysis.
(Time expired)


