FACT SHEET

Telstra:  “Howard selling Kalgoorlie before the goldrush”

Selling Telstra now is like selling off Kalgoorlie before the goldrush.

In the year ending June 1998, Telstra paid a dividend of $1.2 billion to the Commonwealth Government as Telstra’s majority shareholder.

This dividend will continue to grow into the future.

Indeed, reflecting the rapidly growing telecommunications market in Australia, and Telstra’s continually improving performance, financial commentators expect Telstra’s dividend to grow rapidly in the near future.

The following chart shows the growth in Telstra’s dividend to the Government estimated by DMG over the next decade*
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*  DMG, Fund Managers’ Digest, 27 March 1998
The significance of this dividend to the federal budget is obviously considerable.

An indication of the significance of the taxpayers’ share of Telstra’s dividend

In 1999-00 the Telstra dividend would be sufficient to fund the following programs:

· All Federal funding of roads ($844 million);

· All Federal funding of rail ($63 million);

· The entire budget for the CSIRO ($482 million); and

· The entire budget for the National Health and Medical Research Council ($180 million).

And this significance will continue to increase.

If John Howard succeeds in his privatisation plan, the taxpayers’ share of the substantial Telstra dividend stream will no longer be available to fund these programs.
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Why Labor opposes the sale of Telstra

Labor wants to keep Telstra in public hands.

Labor opposed the Howard Government’s initial sale of one-third of Telstra.

And we will continue to vigorously oppose the Howard Government’s intention to sell off the rest of this national asset.

Labor has taken this strong stand because we believe – and because the Australia people understand - that Telstra is a vital part of Australia’s community, of our economy and of our regional infrastructure:

· The money Telstra generates each year and pays to the Federal Government directly benefits taxpayers by funding vital services and infrastructure.  By keeping Telstra in public hands, the federal Government will continue to receive these funds – funds which will grow into the future - to secure these services and infrastructure for future generations.

· For the foreseeable future, most Australians, especially those in regional and rural areas, will depend on Telstra for their telecommunications services.  By maintaining public ownership of Telstra, the federal Government can use its power to direct Telstra to ensure that decent service levels are delivered to all Australians, including affordable access to the most up-to-date telecommunications technology.

· Privatisation means that Telstra will concentrate more on delivering a dividend to its private shareholders than delivering services to all Australians.  Telstra will answer to its private shareholders not to the Australian taxpayer.

· Under John Howard’s privatisation plans, up to 35% of Telstra can be foreign owned.  If this occurs, dividends will go to foreign shareholders free of tax, with upward pressure on the current account deficit, Telstra’s interest in playing a major role in supporting the growth of Australia’s telecommunications industry is likely to diminish.  35% of Telstra’s could be lost to private hands overseas.

Labor wants to secure the benefit of Telstra’s future dividend stream for future generations – so that it can be used for science and technology, and regional infrastructure, and so that it can be a symbol of our priority on jobs – jobs now and into the future.

The Telstra Reward Fund will secure this benefit.  It is a benefit which will grow significantly each year.

And it is a benefit which will be lost forever should John Howard succeed in fully privatising Telstra, and therefore lose for all time the taxpayers’ share of Telstra’s future dividend stream.
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Telstra Reward Fund – How it will work

A Beazley Labor Government will earmark a fixed proportion of the taxpayers’ share of Telstra’s future yearly dividend to a dedicated Telstra Reward Fund, to be used exclusively for science and technology, regional infrastructure and job creation.

In the first 100 days of Government, Labor will enact legislation which will establish the Telstra Reward Fund in perpetuity.

Commencing next year, and every year thereafter, 35% of Telstra’s dividend to the Government will be paid automatically into the Fund.

This proportion has been deliberately chosen.  

Under Howard’s privatisation plan, 35% of Telstra can be owned by foreign interests, so that 35% of Telstra’s dividend could flow overseas.

Under the Coalition’s plan, 35% of Telstra’s future dividend could flow into private hands overseas.

Under Labor’s plan, that 35% of Telstra’s future dividend will remain in Australia, in a dedicated fund for science and technology, regional infrastructure and job creation.
The amount of money which will flow into the Telstra Reward Fund will be considerable, and it will grow into the future.

It has been estimated that in 1999-2000 Telstra will be providing a dividend to the Government of $1.5 billion.  This means that $525 million will be automatically paid into the Telstra Reward Fund in 1999-2000.

By the end of 2006-07 the taxpayers’ share of Telstra’s dividend is expected to be in the vicinity of $3.5 billion, meaning that in less than 10 years the annual funding into the Telstra Reward Fund will have grown to over $1 billion each year.

The chart below shows the expected growth in funding into the Telstra Reward Fund (in $billions)

[image: image2.wmf]0

0.2

0.4

0.6

0.8

1

1.2

1.4

1.6

1999-

00

2000-

01

2001-

02

2002-

03

2003-

04

2004-

05

2005-

06

2006-

07

2007-

08

2008-

09

2009-

10


This is money which would be lost under John Howard.  If he succeeds in fully privatising Telstra this money will be lost to the Australian taxpayer forever.
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Telstra Reward Fund – What it will be used for

The Telstra Reward Fund will be used for two specific purposes:

· Science and Technology; and

· Regional Infrastructure.

The TRF legislation will require the Auditor-General to confirm that all expenditure proposals from the Fund are consistent with the Fund purposes.

These purposes have been deliberately chosen because Telstra is itself an important provider of regional infrastructure, and because it has long been at the forefront of scientific and technological innovation in Australia.

Labor wants to ensure that the money generated by Telstra in providing services in regional Australia, and in making scientific and technological advances, are plowed back into regions and back into science and technology.

This will ensure a substantial, growing and dedicated fund will be available in the 21st century to finance the continuing advance of scientific and technological developments in Australia, and to ensure the continuing provision of infrastructure to regional Australia.

Expenditure in both regional infrastructure, and science and technology, will also have considerable flow-on effects in terms of enhanced job creation.

Thus, although the Telstra Reward Fund will not be sufficient to secure funding for all programs of ongoing importance to Australia’s regional infrastructure, science and technology, and job creation, Australians will know that funding for some of the more important programs will be secured by Telstra’s continuing successful performance – in public hands.

And the beneficiaries of these programs – particularly in science and technology - will know that their funding is secured from the year-to-year budget process.  This allows them to plan on the basis of greater certainty.

In 1999-2000 the Telstra Reward Fund will secure funding for the following programs:

In Science and Technology:

· National Health and Medical Research Council ($179 million in 1999-2000);

· Cooperative Research Centres ($140 million);

· Marine Science Research Institute ($20 million); and

· A new Research Institute (details to be announced).

In Regional Infrastructure:

· Rail funding - including new funding announced by Labor ($113 million in 1999-2000); and

· Disaster Relief Fund – including additional funding committed by Labor ($50 million)

If John Howard succeeds in his privatisation plan, the taxpayers’ share of the substantial Telstra dividend stream will no longer be available to fund these programs.
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