
C&W takes Optus
Jock Given reports on the expansion o f  a very old player in A ustra lia ’s

new telecom s market

O
n 2 July, an Englishman and 
an American held a media 
conference in a board room  
overlooking one of Australia’s most 

internationally identifiable icons - the 
Sydney Harbour Bridge. It was the 
day after the introduction of open 
competition into Australia’s telecom 
munications market. Since 1 July 1997, 
following the com m encem ent of the 
Telecommunications Act 1997\ any
one can start up a telecom m unica
tions business in this country. Plenty 
were having a go out there in the rain 
as the Englishman and the American 
spoke.

But these two were not there to 
talk about starting a telecom m unica
tions company. They w ere there to 
talk, as Chief Executive Officer and 
Chief Operating Officer respectively, 
about one that already existed. They 
were there to talk about their plans 
for Australia’s second telecom m uni
cations carrier, Optus Communica
tions.

The Englishman, Peter Howell- 
Davies, has spent most of his w ork
ing life with the company which had 
just taken control of Optus - Cable 
and Wireless - although m ore re
cently, he has been learning the sec
ond carrier business at Mercury Com
munications, the main com petitor to 
the form erly sta te-ow ned British 
Telecom in the UK.

The cables which had carried 
telegraph messages to and 

from Australia since the early 
1870s had always been con
trolled by British companies.

Imperialism...

Cable and Wireless is one of the great 
surviving institutions of the British 
empire, w hich cut its global teeth in 
the days w hen, as the cliches go, the 
m ap of the world in the school atlas 
was all pink and the sun d idn’t set. As 
its name suggests, it was a product of 
technological convergence long be
fore the term started infiltrating com 
munications conferences. The ‘Ca
b le’ was the Eastern and Associated 
Cable Companies; the ‘W ireless’ was 
the Marconi W irelessTelegraph Com
pany, form ed by the m an credited 
with first dem onstrating wireless te
legraphy, the Italian Guglielmo Mar
coni. The amalgam ated ‘Cable and 
W ireless’ was established in the UK 
in 1929 with a charter to operate 
Britain’s overseas cable and radio
telegraph services.

The American, Phil Jacobs, w ho 
has been  with Optus for som e time, 
comes from Bell South, which, in this 
latest reorganisation, sold its one- 
quarter stake in Optus to Cable and 
Wireless. Bell South is one of the 
regional Bell operating com panies in 
the US - the ‘RBOC’s’ or ‘Baby Bells’ - 
form ed th rough  the b reak -up  of 
America’s great private sector tel
ecom m unications m onopoly, AT&T, 
in the mid-1980s. AT&T is having 
some problem s of its ow n at present, 
but it still has over 50% of the long 
distance market in the US - not a bad 
basis for a business. It is the direct 
descendant of the Bell Telephone 
Company, established by the man 
credited with inventing the telephone, 
Alexander Graham Bell.

Up there in the Optus board room 
a day after deregulation last W ednes
day, Peter Howell-Davies and Phil 
Jacobs w ere talking about a new 
world, but they knew  plenty about 
old pow er in the telecommunications 
business.

...nationalisation...

Deregulation day in Australian tel
ecom m unications came half a cen
tury after another significant institu
tional m ilestone for the telecom m u
nications business. It was 50 years 
since the nationalisation by the Chifley 
governm ent of Australia’s interna
tional telecom m unications assets in 
February 1947.

Cable and Wireless is one of 
the great surviving institutions 

of the British empire, which cut 
its global teeth in the days 

when, as the cliches go, the 
map of the world in the school 
atlas was all pink and the sun 

didn’t set.

The cables w hich had carried tel
egraph m essages to and from Aus
tralia since the early 1870s had al
ways been  controlled by British com 
panies. The imperial cable links w ere 
know n as the ‘all red’ route. From the 
mid-1920s, com petition from beam  
wireless services, including those 
operated  from Australia by the Amal
gam ated W ireless (Australasia) Com
pany (AWA), began to challenge the 
dom inance and  even the viability of 
the cable companies.
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Britain’s solution, developed at 
an Imperial Conference in 1928, was 
the amalgamation of its private cable 
and wireless operators into the single 
private company Cable and Wireless, 
with a m onopoly over Britain’s inter
national telecom m unications busi
ness, underwritten by public charter. 
An Imperial Communications Advi
sory Committee supervised C&W’s 
activities and charges, but com pa
nies in the ‘Dom inions’, like Austral
ia’s AWA, found themselves unable 
to compete with the British com pany 
which had been given the right, for 
example, to control all beam  radio 
extensions throughout the empire.

Cable and Wireless has been 
the major shareholder in Hong 
Kong Telecom, the richest asset 

in the C&W portfolio.

A frustrated AWA proposed sev
eral reforms to these arrangem ents 
over the next 15 years, but it was a 
plan hatched late in the Second World 
War by the Australian and NZ gov
ernments that led to the historic na
tionalisation of Australia’s interna
tional telecommunications assets. The 
plan was intended, firstly, to counter 
C&W’s dominance, and secondly, to 
deliver control of international com 
munications out of the hands of the 
private sector and into the hands of 
government. A ‘group of autonom ous 
but interlocked governm ent-ow ned 
telecommunications entities’ w ould  
be set up in Canada, Australia, NZ, 
South Africa and India, with a Com
monwealth Communications Board 
established as a corporate body in 
Britain. In Australia, the Overseas 
Telecom m unications Com m ission 
(OTC) bought Australia’s coastal ra
dio stations and international high 
frequency transmission stations from 
AWA, and operated Australia’s inter
national telecom m unications busi
ness until amalgamated with Telecom 
45 years later.

...and deregulation

That amalgamation w as undertaken 
to provide Australia with, as Minister 
Kim Beazley put it, ‘a world class 
telecom m unications com pany that 
has the ability and ethos to com pete 
vigorously in what will be a key in
dustry in a very competitive global 
e n v iro n m e n t’. T he c o m p e titio n  
w ould come particularly from the 
establishment of a second facilities- 
based carrier in Australia. The tender 
for the second licence was w on by 
O p tu s  C o m m u n ica tio n s , w h ic h  
opened  for business in 1992. A quar
ter of its shares w ere held by the 
com pany called Cable and Wireless 
which, five years on, now  controls 
Optus.

As Terry Cutler noted...there 
was a neat post-colonial sym
metry to Cable and Wireless’ 

simultaneous sell down in Hong 
Kong and buy up in Australia. 

Optus, he suggested wryly, had 
taken five years to find its 

rightful owner._______

So on 1 July 1997, as the com 
m encem ent of the Telecommunica
tions Act 1997 delivered unprec
edented liberalisation of the Austral
ian telecom m unications market, and 
preparations for a float of one third of 
the equity in Telstra promised un
precedented opportunities for pri
vate investment in Australia’s major 
telecom m unications business, argu
ably the most significant news was 
that the empire was back.

Rightful owners

Nine hours to the north, there was 
another celebration on 30 June 1997, 
with Britain’s handover of Hong Kong 
to China. This too was not without its 
implications for the telecom m unica
tions business. Cable and Wireless 
has been  the major shareholder in 
Hong Kong Telecom, the richest as
set in the C&W portfolio. C&W is 
selling dow n its interest to 30% to 
m ake room  for greater Chinese eq
uity in Hong Kong Telecom, as part 
of an arrangem ent with China for 
C&W to get improved access to the 
Chinese dom estic telecom m unica
tions m arket fo llow ing  B rita in ’s 
handover.

As Terry Cutler no ted  at the 
ATUG/CLC/IIC seminar ‘Crossing the 
Boundaries: Reflections on Austral
ia’s New Telecommunications O rder’ 
in Sydney on 30 June, there was a 
neat post-colonial symmetry to Ca
ble and W ireless’ simultaneous sell 
dow n in Hong Kong and buy up in 
Australia. Optus, he suggested wryly, 
had taken five years to find its rightful 
owner.

While parts of Australia’s telecom
m unications industry were celebrat
ing at an ‘O pen Competition Ball’ in 
the Sydney Town Hall that night, 
Chris Patten was sailing out of Hong 
Kong Harbour on the Royal yacht 
Brittania. ‘Hong Kong,’ he said, ‘will 
be run by Hong Kong people. That is 
its unshakeable destiny.’□

This article is an extract from a keynote 
address given to the AN ZC A  Confer
ence at Latrobe University on 8 July
1997. With thanks to Anne M oya! for 
the historical material in this article, 
drawn from Clear Across Australia: A 
History o f  Telecommunications, Tho
mas Nelson, Melbourne 1984.
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