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CHAPTER 2: FIXED TELEPHONE AND PAYPHONE SERVICES

INTRODUCTION

This chapter relates to the general Term of Reference 1 and, more specifically, Term of Reference 2:


The performance of Telstra, as the primary Universal Service Provider, in meeting Customer Service Guarantee (CSG) standards on the timely installation, repair and reliability of basic telephone services in regional, rural and remote Australia, compared with its performance in metropolitan markets and with overseas carriers in reasonably equivalent markets.

In examining fixed telephone services the Regional Telecommunications Inquiry (the Inquiry) has focussed on the key dimensions of the consumer experience with these services—availability, connections, pricing, reliability, repairs and customer service. This approach is replicated in the chapters on mobile phone services and Internet services.

Given Term of Reference 2 refers specifically to the performance of Telstra, and that Telstra is the predominant provider of fixed telephone services, the Inquiry’s assessment focuses primarily on Telstra. The performance of other carriage service providers is discussed as appropriate.

Chapter 2 has strong linkages with Chapter 7, dealing with legislated safeguards, because fixed telephone services is an area in which there is a wide range of legislated consumer protection. While fixed telephone services are the predominant means by which Australians currently access the Internet—through dial-up connection to their chosen Internet Service Provider (ISP)—dial-up Internet access issues are dealt with separately in Chapter 4.

Telecommunications Service Inquiry (TSI) findings

The TSI placed considerable emphasis on the provision of fixed telephone services to regional, rural and remote areas, finding that:

…the highest priority for residential customers remains the basic fixed telephone service… Almost all businesses need fixed telephone services including a fax capability;
 and

…access to a fixed home telephone is the single most important telecommunications service to Australian residents, especially those people who are isolated due to geographical or physical constraints.

The continuing importance of fixed telephone services is confirmed by the Australian Communications Authority’s (ACA) 2002 Consumer Satisfaction Survey. It found that fixed telephones are still the most important service for Australian residences and small businesses.

The TSI report found high levels of access to fixed telephones in places of residence and business across Australia. It noted that Telstra’s performance, as the universal service provider and main provider of fixed telephone services in Australia, had shown continued improvement against the Government’s CSG and Telstra was generally meeting public expectations. The TSI report did note, however, that there were gaps in this performance, which was falling short of the expectations of some groups. Market research conducted for the TSI report found that Australians were generally satisfied with their level of service, but there were some areas of dissatisfaction. In relation to fixed telephones, the areas of concern identified by the TSI report were timely connection of new services without infrastructure in urban and major rural areas, the length of some CSG timeframes, service reliability, the repair of faults, and the provision of fixed telephone and payphone services generally in remote Indigenous communities.

It is evident that the Government has responded to the key issues with a range of projects and programs, while Telstra has also announced a number of initiatives to target concerns identified in the TSI report. These developments are discussed below.

SERVICE AVAILABILITY

The availability of fixed telephone services was not a concern in the TSI report. Under the Universal Service Obligation (USO) the universal service provider, currently Telstra, must ensure basic telephone services—in the form of the standard telephone service and payphones—are reasonably accessible to all Australians regardless of where they live or do business. Discussion of the USO can also be found in Chapter 7.

Numbers of connections

The TSI report found that the USO was being met, with services universally available to all Australians. The Inquiry makes the same conclusion; that, as a matter of law, fixed telephone services are available upon request. 

The number of Telstra fixed telephone services in operation is given in Table 2.1. This data is used as a reference point throughout the report.

Table 2.1: Telstra fixed telephone services in operation (millions)

Year
Metropolitan
Country
Not Classified
Total

1997
6.039
3.377
-
9.416

1998
6.242
3.523
-
9.765

1999
6.329
3.449
0.170
9.778

2000
6.491
3.576
0.176
10.242

2001
6.254
2.504
1.488
10.247

2002
6.719
2.563
1.454
10.698

Notes: Telstra advises that the categorisation of metropolitan and country changed in 2001, limiting the comparability of those figures with previous years.

The metropolitan figures for 1997–99 were categorised as ‘urban’ and may not be compatible comparable to other years. The ‘Not Classified’ category is understood to include internal Telstra services and wholesale services. 

Source: ACA, Telecommunications Performance Report 2000-01, November 2001, p.55; Telstra, Inquiry communication.

Optus advises it has around 500 000 customers directly connected to the Optus network in Brisbane, Melbourne and Sydney. Optus also has around 440 000 Optus resale customers nationally. AAPT and Primus are understood to have around 530 000 and 390 000 resale customers respectively.

The data available to the Inquiry indicates that 97 per cent of Australian households have a telephone service connected while 11 per cent have second or subsequent services.
 This compares favourably with connection rates in other countries as Table 2.2 shows.

Table 2.2: Telephone connection rates in selected countries, April 2002

Country
Percentage of households with telephone connected
Percentage of households with more than one telephone connected

Norway
100
20

Sweden
100
6

Hong Kong
99
13

South Korea
99
1

Singapore
98
14

Taiwan
98
25

AUSTRALIA
97
11

Germany
97
9

UK
94
7

US
94
29

Italy
93
1

New Zealand
93
8

France
90
5

Ireland
84
8

Source: National Office of the Information Economy (NOIE), State of Play, April 2002, www.noie.gov.au, viewed 23 October 2002

The TSI report did find that while the letter of the USO was being observed—that services were available upon request—the unique barriers to access in remote Indigenous communities meant that the USO was proving ineffective in meeting their needs. The Government has responded to this finding with a range of initiatives under the Telecommunications Action Plan for Remote Indigenous Communities (TAPRIC). Given the importance and particular features of telecommunications needs in these communities, TAPRIC is assessed separately in Chapter 5 of this report.

Availability of enhanced service features

The TSI report found that enhanced call features such as call waiting, call return and caller identification were useful additions to fixed telephone services, but they were not yet used, or in demand, at levels that indicated they were vital. The TSI report also noted that there were a number of Australians without access to some or all of these features.
 

A number of submissions expressed continuing concern about lack of access to some or all enhanced service features, and identified these services as important. For example: 

The 3-way call and forward message facilities vital to businesses, and enjoyed by those in city and regional centres cannot be accessed through DRCS services.

While these features are not required to be provided by Telstra as part of the USO, it is nevertheless clear to the Inquiry that Telstra has invested considerable resources in providing these services widely.

Telstra now provides enhanced calling features, such as call waiting and call return, for most standard telephone services around Australia. Subsequent to the TSI report, in 2000–2001 Telstra completed a $26 million upgrade of 1250 Integrated Remote Integrated Multiplexers (IRIMs) which affected approximately 150 000 customer lines. This upgrade made these facilities capable of supporting enhanced calling features. 

The particular enhanced calling features that are not available depend on the mix of technological constraints. According to Telstra, as at 30 June 2002, 11 000 services across Australia, chiefly in rural and remote areas, were unable to access the standard set of enhanced calling features. A further 241 500 services, predominantly in urban areas, were unable to access calling number display. Another 2500 services, predominantly in rural and remote areas were unable to access Message Bank Home(. Another 72 000, predominantly in urban and rural areas, were unable to access Faxstream Duet(.

Telstra has advised it currently has no plans to specifically upgrade or replace equipment to provide enhanced calling features where they are not currently available, due to the high costs and low returns involved.
 Telstra notes that take-up of some of the more advanced enhanced calling features is low. Telstra has indicated, however, that enhanced calling features may become more available where it is necessary for it to upgrade or replace existing equipment. For example, upgrades to Analogue Radio Concentrator Systems (ARCSs) and DRCSs discussed below, will improve access to enhanced calling features for these customers.

The Inquiry notes that while the lack of enhanced calling features is significant in rural and remote areas, it is also an issue affecting urban Australia. Generally, Telstra has invested significant resources to make these features available to all but a small proportion of the customer base, and given the low take-up of some of these features, it is not reasonable to require the significant further expenditure needed to provide 100 per cent coverage.

FINDING 2.1

Basic telephone services are readily available to Australians and there is a high rate of connections. Telstra has undertaken further substantial improvements to the availability of enhanced telephone features over its network, and the number of customers without access to these services, as a proportion of the total customer base, is small. While desirable, the Inquiry does not consider these services essential to be provided universally.  

Access to customer premise equipment for people with a disability

People with disabilities comprise more than 19 per cent of the Australian population.
 Under the USO Telstra must offer customers the option of a telephone handset with their service. Specialised customer equipment, for example teletypewriters (TTYs), is provided where it is required by people with disabilities to give them access to a standard telephone service or its equivalent. The equipment is specified in the Telecommunications (Equipment for the Disabled) Regulations 1998. In its USO Standard Marketing Plan Telstra commits to dispatching disability equipment to a customer within 20 working days of receipt of an application for the service.

In its submission, Telecommunications and Disability Consumer Representation (TEDICORE) expressed concern that the range of equipment specified in the regulations was not keeping pace with commercial developments. It also expressed concern that only Telstra, as the USO provider, was obliged to provide customer equipment, potentially limiting choice of service providers for people with disabilities. TEDICORE has proposed alternative equipment supply arrangements. It also suggested service providers provide people with disabilities with better product information.
 Other issues raised by TEDICORE are discussed in Chapters 5 and 7.

The Australian Association of the Deaf (AAD) noted several other concerns. These included the length of time taken to gain approval, the delivery of equipment and training for people who require a TTY, the ability to report faults, and the lack of replacement equipment when equipment needs to be repaired.

By analogy, the delivery of the TTY within a metropolitan area can take up to 2 weeks. Our research indicates that this time frame is increased significantly for people in rural and remote areas of Australia. Another important finding that is unique to the DEP [Telstra’s Disability Equipment Program] is that when a TTY needs repairing, there was concern over how long Telstra took to repair the TTY and whether a replacement TTY would or could be delivered. Several participants raised the issue of how can a Deaf person contact the Faults and Maintenance line 132203 when they have a broken TTY and are unable to make the call to report that the TTY is broken. As back in the old days, Deaf people are expected to rely on a hearing person to make this call. In circumstances such as this, the issue raised is one of equity for Deaf people.
 

Based on sample data for June 2002, Telstra has advised the Inquiry that 98 per cent of non-Telstra badged disability equipment (e.g. TTYs and modems) was dispatched within 20 working days of the application being received.
 

Telstra has indicated it places a high priority on assisting people with disabilities. General arrangements include its Disability Inquiry Hotline, a catalogue of products for people with disabilities, special arrangements for the delivery and return of disability equipment, assistance with disability equipment installation, special format billing, a directory assistance helpline, and a call connection fee exemption for people with severe or multiple disabilities.
 These and other Telstra services are commended in submissions from disability groups. Telstra has also indicated it is conscious of additional issues facing people with disabilities in regional Australia and is confident that it can work with representative organisations to resolve them.
 

Many of the disability issues raised in these submissions are national in nature and largely beyond the scope of the Inquiry. The Inquiry nevertheless considers them important and believes they should be considered more closely by the Government through its general policy development processes.

In the Inquiry’s view the arrangements for people with disabilities that Telstra has in place are generally adequate. Nevertheless there is scope for further improvement and effective ongoing consultation with disability groups is important.

FINDING 2.2

The arrangements Telstra has in place to provide customer premise equipment to people with disabilities in regional areas are generally adequate. Telstra has made a strong effort to meet the needs of people with disabilities. There are some policy and operational issues which the Government and/or Telstra need to examine. Meaningful consultation with people with disabilities is important to this process.

RECOMMENDATION 2.1

Telstra should continue to work with representatives of people with disabilities to resolve any service concerns, and consider their practical suggestions for service improvements. The Government should consider any national policy issues raised with the Inquiry, relating to access to telecommunications for people with disabilities.

Customer access network (CAN) competition in regional Australia

Throughout Australia, and particularly in regional, rural and remote areas, Telstra continues to be the main infrastructure provider, particularly of the CAN by which fixed telephone services are provided. As such it is almost solely responsible for the technical quality of fixed telephone services in regional, rural and remote areas. Facilities-based competition in the provision of the CAN is limited. In some metropolitan and urban areas Optus and TransACT have CANs and Neighbourhood Cable operates them in some regional centres. 

Consistent with its focus on competition to deliver sustainable outcomes, the TSI report placed considerable emphasis on the development of facilities-based competition in regional Australia.
 The TSI report also recognised, however, that competition was relatively immature in regional, rural and remote areas, and there were inherent difficulties in the development of facilities-based competition, including the thinness of regional markets, lack of consumer awareness, Telstra’s incumbency, and access to capital. In its submission Optus points to these issues continuing to frustrate the development of competition in regional Australia.
 In this context, the TSI report recommended:

That the Government offer up‑front incentives to potential alternative universal service providers in return for their commitment to supply, as a standard service, substantial improvements above the legislated minimum.
 

Optus argues that a more interventionist approach is required by Government, involving funding that encourages scale in roll-out and is contestable, and recognises the advantages of Telstra. Optus suggests specifically excluding Telstra from such funding.

While the Inquiry shares the TSI report’s support for competition as the best means of delivering long term, sustainable outcomes, two years on it is a little less optimistic about the feasibility of facilities‑based competition developing in regional, rural and remote markets in the short term. The exception may be satellite and other wireless technologies, where competition in the supply of fixed services to more remote markets may be achievable, particularly if these services are bundled with other value-adding services like data and mobile. 

USO contestability

The TSI report also noted the potential of Government initiatives to introduce competition into the provision of the USO. However, it recommended that:

…if the contestability pilots do not have the effect of materially improving service levels in regional, rural and remote areas, the Government should reassess policy measures, including the USO, with a view to ensuring the contemporary telecommunications needs of all Australians are met.

Following the TSI report, the Government implemented two initiatives to promote facilities-based competition in the supply of fixed telephone service in fulfilment of the USO. Each initiative involved a different approach to USO competition. They were:

· the Extended Zones tender—which involved a single provider franchise model; and

· the USO contestability pilots—which involved a multi-provider model.

The Extended Zones tender applied to Telstra’s Extended Zones, which cover the remotest 80 per cent of Australia. The two USO contestability pilot areas are located on the New South Wales (NSW)–Queensland and Victoria–South Australia borders. The areas are depicted in Figure 2.1.

Figure 2.1: The Extended Zones and USO contestability pilots
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Source: TSI, Connecting Australia, Report of the Telecommunications Service Inquiry, September 2000, p.156

In a complementary initiative, the Government also made funds under the Building Additional Rural Networks (BARN) program available to competing universal service providers under the USO contestability pilots.

The Extended Zones tender
The Extended Zones tender involved a tender for $150 million to provide untimed local calls in remote Australia, with the successful tenderer becoming the Universal Service Provider, exclusively for three years. The tender was won by Telstra. The Inquiry is advised that the tender generated significant competitive pressure, and has produced significant benefits for Australians living in remote areas. The results are discussed in detail below in the context of pricing. However, this tender model was a ‘winner take all’ approach, in recognition of the nature of the remote market. As such the outcome of the tender may have acted to reduce ongoing competition in the provision of services in that market. Indeed, according to Optus, it has had wider anti‑competitive impacts in relation to the provision of broadband services by satellite.

USO contestability pilots

In the two USO contestability pilots Telstra is required to operate as the Primary Universal Service Provider but other carriage service providers can obtain ACA approval to compete for per-service subsidies—based on subsidies available to Telstra—for the supply of standard or alternative telephone services in fulfilment of the USO. These pilots commenced on 1 July 2001. Despite early interest from some carriers in becoming USO providers, to date no competing USO provider has entered the pilot markets, and there appears little prospect of this occurring in the immediate future. 

The Department of Communications, Information Technology and the Arts (DCITA) has advised it is currently undertaking an evaluation of the pilots after their first year of operation, including an examination of the reasons for the lack of new entrants. 

Telstra, Optus, Vodafone, the Communications, Electrical and Plumbing Union (CEPU) and others dealt with the contestability pilots in their submissions. While each makes different points, a strong theme is the difficulty in developing competition in these markets. Suggested explanations include the cost of entry versus the likely return from these markets, the need for economies of scale, and the significant competitive advantage to Telstra from its incumbency in those regions. Optus noted:

The Government’s recent attempts to create USO contestability pilots have not been successful. Customers have to make an active decision to change provider – which means that the force of inertia leads to most customers remaining with Telstra. (By contrast, when long distance competition was introduced into Australia in the early nineties, there was a ballot, and customers had to make an active choice: stay with Telstra or transfer to Optus.) In addition, Telstra retains valuable customer information, allowing it to cherry-pick the most profitable customers. The scheme does not provide the necessary scale of business to justify investment in the provision of USO services.

Inquiry’s assessment of USO contestability

The Inquiry shares the TSI’s view about the benefits that can accrue from the development of sustainable competition, and sees the in-principle merit of the USO contestability framework. The value in testing the claims of other carriers that they can provide the USO more effectively than the incumbent Universal Service Provider is also acknowledged. However, after 16 months of operation and with little apparent prospect of attracting competitors, the Inquiry believes that the Government should not invest significant resources in providing further incentives to attract competing Universal Service Providers. Some ‘tweaking’ of current arrangements may be useful to test variants to the model being trialed, and further discussion should continue with industry, perhaps in line with consideration of the future of USO arrangements as a whole.

Overall, the Inquiry believes that the Government should continue to support USO contestability, but it may need to recognise its limitations and rethink what role it is to play and how this can best be done. The Inquiry considers the DCITA’s review of the pilots is an important step. 

FINDING 2.3

The universal service obligation (USO) contestability pilots have not yet delivered competitive outcomes, suggesting any further Government action in this area should be carefully considered and any additional resources well justified. As a matter of principle, USO contestability is supported, but further work is needed to validate its practical utility.

Operation of the USO generally

Key carriers expressed considerable dissatisfaction about existing USO arrangements, and their effect on competition in regional, rural and remote Australia.

In Optus’ view, the current USO funding arrangements have a detrimental effect on the provision of competitive services in rural and regional Australia. This is a consequence of a regime that requires competitive carriers to fund the provision of Telstra’s service in rural and regional Australia.

Vodafone believes it is inappropriate for the Government to impose a specific up-front tax on industry in the form of USO payments— to fund Telstra—to deliver a social policy outcome. In the instance whereby the Government considers that the market is unable to deliver specified social policy outcomes, then the most appropriate approach would be to contract with the industry to provide the service, and fund the identified social policy outcome through consolidated revenue.

The Inquiry considers the USO, as a legislated safeguard of access to telephone services, is indispensable, although, as discussed in Chapters 7 and 9, it is not considered the best model for providing enhanced services into the future. It is clear that it is the operation of the USO, rather than the principle itself, which the industry has concerns about. All carriers contribute to the USO, which has historically been funded by industry cross-subsidisation. The Inquiry considers the arguments put forward in industry submissions are persuasive and warrant close examination.

RECOMMENDATION 2.2

The Government should review arrangements for the costing and funding of the universal service obligation. This should also include whether current arrangements are impeding the development of competition in regional, rural and remote Australia.

Service-based fixed telephone service competition in regional Australia

While there may be limitations to the scope for facilities–based competition in regional, rural and remote areas, there is competition at the services level, based, in part at least, on the resale of services provided over facilities owned by Telstra and others.

Service-based competition currently takes two main forms. 

· Providers may provide a complete fixed telephone service, that is the access line and calls—local, long distance, international and fixed-to-mobile. In this case line rental and local calls are generally resold Telstra products, while the long distance call components may be resold or sourced from their own networks. Apart from price competition, consumers benefit from this by having a single bill. 

· Providers may only provide long distance, international and fixed-to-mobile services to customers who ‘preselect’ them or dial override codes. In this instance, the providers source origination and termination (starting and ending calls) from the infrastructure provider—primarily Telstra. 

While service-based competition generally uses the CAN facilities owned and operated by Telstra, significant consumer benefits can accrue through the aggregation by service providers of customers’ traffic, the complementary use of their own or associates’ long-distance facilities, or strong competition in the long distance market. For example, a provider could source all or some of the long distance carriage from competing backbone infrastructure providers such as Telstra, Optus, AAPT and Powertel.

Throughout Australia there is strong service-based competition. Optus, AAPT and Primus offer local access and competing call services nationally. Indeed, it is a requirement of Optus’ carrier licence that it:

…must have offered and be able to supply domestic and international long distance services to everyone in Australia who is supplied with a standard telephone service by the licensee [Optus] or the Universal Service Provider.
 

There are also several regional providers such as Kooee (northern NSW), Agile (South Australia), Neighbourhood Cable (Victoria) and TransACT (ACT and NSW).

Data provided to the Inquiry by Telstra indicates that just over one million ‘churns’, or customer transfers, occurred to and from Telstra nationally in 2001–02, in relation to both local access and long distance services.
 The number of churns in Telstra Country Wide
 (TCW) areas was a large proportion of the national figure. This degree of churn suggests a healthy degree of competition in this market. (Table 2.1 may, however, indicate a slight decrease in Telstra wholesale services being resold in 2001-02.)

The benefits that can accrue to consumers through such competition are illustrated in Table 2.3, which shows the indicative prices of different service providers for a long distance and international call.

Table 2.3: Indicative long distance and international call prices

Call
Component
Telstra
Optus
AAPT
Primus
Kooee

National (or over 165 km)
Flagfall
$0.30
$0.30
$0.30
$0.30
$0.25


Call per minute
$0.23
$0.24
$0.18
$0.253
$0.253

Australia to USA
Flagfall
$0.30
$0.30
$0.30
$0.30
$0.30


Call per minute
$0.31
$0.21
$0.18
$0.363
$0.363

Notes: Standard residential peak weekday rates: Telstra HomeLine™
 Complete; Optus FreeTime. 

Sources: Telstra, www.telstra.com.au, viewed 17 October 2002; Optus, www.optus.com.au, viewed 17 October 2002; AAPT, www.smartchat.com.au, viewed 17 October 2002; Primus, www.primustel.com.au, viewed 17 October 2002; Kooee, www.kooee.com.au, viewed 17 October 2002. 
Historically, international benchmarking research has shown that, in terms of prices paid for residential public switched telephone network (PSTN) services, Australia’s performance has placed it in the middle group of developed countries.
 Unfortunately, there is a lack of recent, reliable information on price comparisons between Australian and international residential PSTN services. However, given the continuing price decreases that have occurred in Australia over the past few years, there is no reason to conclude that this situation has deteriorated.

SERVICE CONNECTIONS

Because Telstra is the dominant service provider in Australia and the vast majority of its local access competitors make use of its infrastructure, the discussion below about service connection and repair times focuses on Telstra. Given that Telstra provides most underlying access services, it is reasonable to assume its resellers’ performance levels will closely reflect its own. 

The TSI report found that Telstra’s performance in connecting new in-place services and new services with and without infrastructure in minor rural and remote areas was meeting public expectations. However its performance in connecting new services without infrastructure in urban and major rural areas, while improving, had not yet met sustained levels which would meet public expectations.
 The TSI report also found a limited number of customers, the ‘CSG tail’, were experiencing particularly poor performance. The TSI report recommended action be taken to reduce the CSG tail (Recommendation 12) and reduce some connection timeframes (Recommendation 13).

In response to these recommendations, the Government:

· reduced the timeframe for the connection of services in remote areas without infrastructure from 12 months to six months (i.e. 130 working days);

· required Telstra to provide an interim service within 30 working days where it cannot provide a permanent service within 30 working days; and

· approved new ACA arrangements for monitoring and investigating cases of extreme non-compliance with the CSG timeframes.

New priority assistance arrangements are also relevant to the issues raised in the TSI report. 

Legislated requirements for fixed telephone connections

All providers offering standard telephone services are required to meet the timeframes for connection of services set out in the legislated CSG. The CSG is intended to provide an incentive for service providers to lift their performance by requiring the payment of damages to customers where timeframes are not met. From the customer’s perspective, the damages provide a degree of compensation. The CSG was established in law in 1997 and commenced operation on 1 January 1998. Telstra, as the Universal Service Provider, is also required to meet identical timeframes for the connection of first services under the USO.

Background to timeframes

Historically USO and CSG connection times have varied according to the availability of infrastructure and geographic location. 

Where premises have a pre-existing connection, it is categorised as an in-place connection that can be activated in the exchange. The next category is where infrastructure is readily available, but a line must be provided to the premises. The third category is where there is no readily available infrastructure. This can have two main dimensions, there may be infrastructure present but it may have no more capacity or there may be no infrastructure available at all, for example, where a new home is built in a rural area.

Connection times have also varied according to community type, with the categories being:

· urban (exchange areas containing locations with 10 000 or more people); 

· major rural (exchange areas containing locations with 2500 to 9999 people); 

· minor rural (exchange areas containing locations with 200 to 2499 people); and 

· remote (exchange areas containing locations with less than 200 people). 

In the case of Telstra, the community category that a service is assigned is determined by the population of the largest urban centre or locality (UC/L)
 in the exchange service area (ESA) to which the service belongs. This means that if a small village of 150 people is part of the same ESA as a large town of 5000 people it would be classified on the basis of the larger town’s population rather than its own. In this case the village on its own would be ‘remote’ but based on the larger town’s population is classified as major rural for CSG and USO purposes. Given that timeframes are always tighter in more built-up areas, this arrangement tends to favour those services which, while perhaps in a rural situation, are within the same ESA as a larger population centre.

These geographical variations have been relatively long-standing, going back at least as far as the Australian Telecommunications Authority’s (AUSTEL) View of the USO in the early 1990s. While no definitive explanation has been located on how the different categories or timeframes were originally developed, it is understood they reflect factors such as availability of construction staff, travel requirements and the distances over which new infrastructure may need to be provided. Similar considerations apply to repair timeframes discussed below. These differences in timeframes are an ever-present consideration in assessing relative compliance in urban, rural and remote areas.

Table 2.4 below shows the number of services in each CSG category. It is a useful reference point in considering the practical implications of the CSG. (The number of CSG services differs from the total number of services as the CSG only applies to customers with one to five services.)

Table 2.4: Number of Telstra services in operation covered by CSG as at 30 June 2002

National
NSW/ACT
VIC
QLD
SA
WA
TAS
NT

Urban
6 168 025
2 267 649
1 481 747
1 078 325
513 145
662 129
119 411
45 619

Major Rural
754 979
236 360
231 645
137 017
46 583
51 273
41 793
10 308

Minor Rural
908 489
276 093
218 166
205 086
88 374
80 835
37 914
2 021

Remote
26 306
2 588
57
13 487
1 564
4 017
0
4 593

Total
7 857 799
2 782 690
1 931 615
1 433 915
649 666
798 254
199 118
62 541

Source: Telstra, Inquiry communication

Changes in CSG timeframes

Since 1998 there has been a progressive reduction in connection times under the CSG (and USO). These changes are highlighted in Table 2.5.

Table 2.5: Changes in permanent service connection timeframes under the CSG, 1998-2001

Connection Situation
Community
Timeframes at 

1 January 1998
Timeframes at 

7 July 2000
Timeframes at 27 September 2001

In-place connection
All
3 working days
2 working days
2 working days

No in-place connection

Close to cabling or other infrastructure
Urban
5 working days
5 working days
5 working days


Major Rural
10 working days
10 working days
10 working days


Minor Rural 
40 working days
30 working days
15 working days


Remote
40 working days 
30 working days
15 working days

No in-place connection

Not close to cabling or other infrastructure
Urban
1 month
1 month
1 month


Major Rural
6 months
1 months
1 month


Minor Rural 
6 months
6 months
6 months


Remote
12 months
12 months
6 months

Notes: If the customer’s phone company makes a commitment to connect in less time than outlined in the table above, then this becomes the connection time.

Source: ACA, CSG Factsheets, www.aca.gov.au, viewed 2 October 2002

Interim services

In 1999 the Government introduced requirements on Telstra as the USO provider to offer and supply upon request interim services where a permanent service could not be provided in a minor rural or remote area without readily available infrastructure within six months.
 

Following TSI concerns about the length of permanent connection timeframes, the Government imposed additional interim or alternative service requirements on Telstra as the USO provider. An interim service is generally a mobile or satellite service, while an alternative service may be a diversion to a pre-existing service. 

Specifically, if Telstra cannot install a new standard telephone service within 30 working days of receiving the customer’s request, Telstra must offer the customer an interim or alternative telephone service, to be provided on the same terms and conditions as the permanent telephone service. If the customer accepts Telstra’s offer within one working day of it being made, Telstra will install the interim service within 30 working days of the customer’s original request for the service. If the customer takes longer than one working day to accept Telstra’s offer, Telstra will install the interim service within 30 working days of the customer’s original request for a permanent service, plus an extra working day for each working day taken by the customer to accept Telstra’s interim service offer.
 Other providers make a commercial decision as to whether they offer interim or alternative services.

While these arrangements strictly apply to Telstra as the USO provider and technically only in relation to the first telephone service, the Inquiry understands Telstra is generally applying the requirement to services to which the CSG applies, that is, subsequent services for residential, charity and small business customers.

The post-TSI interim service arrangements came into operation on 15 October 2001. There is therefore only a limited period over which to consider their operation. 

The Inquiry considers the new interim service arrangements are a significant and welcome development in that they ensure people can have access to a basic telephone service within a maximum of 30 working days. While a shorter period is always better, this is a reasonable maximum period, it applies nationally, and it offers most benefit to those in remote areas who clearly have the most need to have connection timeframes shortened. This arrangement is important in considering calls for further reductions in permanent timeframes. 

However, there is a concern that where a second service is requested for Internet access, and an interim service such as a mobile service is supplied, it may not be able to provide the desired data speed. The Inquiry understands TCW is aware of this issue and is investigating and implementing alternative solutions, one of which is to recommend the pre-existing service be used for data while the interim be used for voice.

Auto-payment

Another important development since the TSI report in relation to the CSG was the introduction of auto-payment of CSG damages. As noted above, the intention of the CSG is to provide an incentive for providers to improve service levels by requiring the payment of damages. The TSI report expressed concern that this may have been failing because of the need for customers to claim their damages, and noted the Government was introducing the automatic payment of CSG damages. Auto-payment commenced on 2 August 2000. A recent ACA report to the Government found that the process is working effectively.

Current connection timeframes

Current timeframes for connections under the CSG (and USO) are shown in Table 2.6.

Table 2.6: Permanent connection timeframes under the CSG (and USO)

Connection situation
Community Type
Community Size 

(population)
Connection Time 

(after customer’s application)

In-place connection
All
All
Within 2 working days

No in-place connection

Close to cabling or other infrastructure
Urban
More than 10 000
Within 5 working days


Major rural
Between 2 500 and 10 000
Within 10 working days


Minor rural and Remote
Up to 2 500
Within 15 working days

No in-place connection

Not close to cabling or other infrastructure
Urban
More than 10 000
Within 1 month


Major rural
Between 2 500 and 10 000
Within 1 month


Minor rural and Remote
Up to 2 500
Within 6 months

Notes: If the customer’s phone company makes a commitment to connect in less time than outlined in the table above, then this becomes the connection time. 

Source: ACA, Inquiry communication

Mass service disruptions

Where there are circumstances outside the control of Telstra which disrupt services and affect Telstra’s ability to connect or repair services, Telstra is able to claim a mass service disruption (MSD). These circumstances include natural disasters, third party damage, and restrictions imposed by local public authorities.
 For example, a number of submissions drew attention to a service outage in Mildura, caused by a cut cable. 
 

MSDs effectively place on hold CSG and USO obligations until the period of the MSD is over. The validity of MSDs is therefore important. CSG compliance data take MSDs into account; that is, where a MSD has been claimed for a period, any delays in relation to the services covered by the MSD are excluded. MSDs must be publicly notified. During 2001–02 Telstra issued 44 MSDs.

Following the ACA’s investigation into the supply of telephone services to the Boulding family, the Government imposed a licence condition on Telstra requiring it to more clearly identify the areas covered by its MSDs and ensure they are only issued for areas affected by the cause of an outage or affected by the need to move staff or equipment from another associated area to attend the outage. The Government also requested the ACA to more closely monitor and scrutinise MSD claims. The Inquiry considers these to be beneficial developments. 
Extreme cases of CSG failure

The TSI report found some cases of extreme delays by Telstra in connecting and repairing services. Data provided to the TSI by Telstra suggested that two per cent of all connection requests subject to the CSG were met more than ten working days after the initial CSG timeframe.
 While the absolute numbers of customers were small, the TSI report noted that such delays could be a significant inconvenience for individuals. Many submissions also noted concerns about such delays impacting on safety, particularly in remote areas.

Tighter requirements in relation to interim services are one way this issue has been addressed. 

Further, in response to TSI Recommendation 12, at the direction of the Government, the ACA has developed a three-tier framework for monitoring and investigating cases of extreme CSG non-compliance. Under the framework, the ACA will monitor:

· the frequency distribution of times taken to connect and repair services at the national aggregate level—this will give an overall view of performance, provide a common basis for comparison between service providers and a base for provision of consumer information;

· the frequency distribution of the same data at the operational business unit level—the field service area (FSA) for Telstra—to enable identification of inordinate delays even where failures may not be common; and

· exception reports on any operational business units where the percentage of cases exceeding CSG standards plus five working days is greater than one per cent—the reports will include an explanation of reasons and proposed actions to lift performance to ensure the ‘tails’ of performance reflect no more than one per cent of CSG activity. 

The ACA advises these arrangements will commence at the end of 2002 with the first full data report being for the March 2003 quarter.

The Inquiry considers this is an important development that should enable systemic non‑compliance with the CSG to be identified and acted upon by the ACA. However the arrangements are aimed at identifying systemic problems, are retrospective and as such appear to provide little scope to assist individual cases of extreme non‑compliance. Interim services should significantly reduce such extreme cases. Where extreme cases (e.g. more than five working days late) do arise, they should receive direct priority attention by the service provider, and should be notified to the ACA and/or the Telecommunications Industry Ombudsman (TIO) as technical breaches of the CSG. Further gains may be made by raising awareness amongst consumers of their legislated rights in relation to such CSG delays. 

RECOMMENDATION 2.3

Where extreme cases of Customer Service Guarantee (CSG) non-compliance arise (i.e. more than five working days late), they should receive direct priority attention by the service provider, and should be notified to the Australian Communications Authority and/or the Telecommunications Industry Ombudsman as technical breaches of the CSG.

Performance in connecting permanent services

Telstra compliance with connection requirements has been generally high and has demonstrated strong improvement since June 1999. In considering compliance levels, differences in timeframes between urban, rural and remote areas need to be kept in mind.

As noted above, a key performance issue is the ‘tail’, that is the number of connections completed after the CSG timeframe, and the length of delays. Of interest is whether the tail contains many or few overdue connections—whether the tail is ‘fat’ or ‘thin’—and whether delays are short or long.

In-place connections

In-place connections are important because they represent by far the greatest proportion of connections in the industry. The proportion of in-place connections to new service connections for Telstra is shown in Figure 2.2. The figure also provides data on absolute connection numbers, which is useful in assessing Telstra’s performance.

Figure 2.2: Telstra’s in-place and new service connections, by percentage, 2001–02
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Figure 2.3 shows Telstra’s performance, on a quarterly basis, in providing in-place connections within CSG timeframes nationally from the June quarter 1998 to the September quarter 2002.
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Note: September 2002 data provided by Telstra—subject to ACA verification.

Sources: ACA, Telecommunications Performance Monitoring Bulletin, June 1998–June 2002; Telstra, Inquiry communication.

As Figure 2.3 indicates, Telstra’s compliance in providing in-place service connections has been uniformly high at around, or more than, 95 per cent since June 1998 (18 quarters).
 (Appendix B shows the annualised data for in-place service connections.) As Figure 2.2 shows, in‑place connections constitute the largest category of connections by far.

Information on the ‘CSG tail’ for in-place connections was not available to the Inquiry. Given Telstra’s overall performance in this area, the ‘tail’ is considered unlikely to be an issue.

New service connections with readily available infrastructure

Figure 2.4 shows Telstra’s compliance, on a quarterly basis, in providing new connections where infrastructure is readily available, nationally and in urban, rural and remote areas from the June quarter 1998 to the September quarter 2002. This is the second largest category of new connections after in-place connections. (See Figure 2.2.)
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As Figure 2.4 indicates, Telstra’s compliance in providing new connections where infrastructure is readily available has been consistently high since the June quarter 1998. Performance has been around, or more than, 90 per cent nationally and in all categories since the December quarter 1999 (12 quarters). Performance in rural and remote areas has consistently been above the urban compliance rate. (Appendix B shows the annualised data for new connections with infrastructure.)

Comprehensive information on the ‘CSG tail’ for new connections with infrastructure was not available. Sample information provided for minor rural and remote areas was positive.
 It is understood that this type of data will be provided to the ACA under the new arrangements for monitoring extreme cases of CSG failure. Given the level of compliance, however, the Inquiry is satisfied the tail would be relatively thin.

New service connections without readily available infrastructure

Figure 2.5 shows Telstra’s performance, on a quarterly basis, in providing new connections where infrastructure is not readily available, nationally and in urban, rural and remote areas, since the June quarter 1998. This is the smallest category of new connections. (See Figure 2.2.) 

The provision of new services where infrastructure is not available has been a trouble spot in the past. Compliance levels in urban and major rural areas have been low historically, with performance in the June 1999 quarter sparking an ACA investigation.
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As Figure 2.5 indicates, Telstra’s compliance in providing new connections in urban and major rural areas where infrastructure is not readily available has improved markedly since its low point in the June quarter 1999. Compliance has been uniformly high—around or more than 90 per cent—nationally and in all categories since September 2001 (five quarters). Performance in minor rural and remote areas has been consistently higher than 90 per cent since June 1998. (Appendix B shows the annualised data for new connections without infrastructure.)

Again, information on the ‘CSG tail’ for new connections without infrastructure was not available. Given the level of compliance, however, the Inquiry is satisfied the tail would be relatively thin.

The TIO reported a very significant reduction in 2001-02 in complaints related to the provision of fixed line services, with only 2 775 issues, down from 7 823 the previous year. While noting various factors being involved, the TIO highlighted the tightening of the CSG timeframes, Telstra’s marked improvement in offering interim services and closer monitoring by the ACA.

Interim service performance

Enhanced arrangements for the provision of interim services commenced on 15 October 2001, as part of the Government’s response to the TSI report. Since this time 25 599 interim services have been provided because permanent new connections have not been able to be provided within the required timeframe of 30 working days. This represents about 3.8 per cent of total requests for new connections in 2001-02. 

FINDING 2.4

Telstra’s performance under the Customer Service Guarantee in providing connections in regional, rural and remote areas is high and has been steadily improving. Performance in rural and remote areas has been comparable to, or exceeded performance in urban areas. This performance needs to be viewed in the context of the length of the connection timeframes for minor rural and remote areas, which are still very long.

Adequacy of existing CSG connection timeframes 

As indicated above, Telstra performance with the existing CSG timeframes is high—above 90 per cent—in relation to all types of connections and nationally and in urban, rural and remote areas. Compliance with the CSG timeframes has shown consistent improvement. In many cases, connections are provided well before the legislated timeframes
, though documented evidence is limited.

In saying this the Inquiry notes, as did the TSI report, that there are significant differences between legislated connection timeframes in urban, rural and remote areas, particularly where infrastructure is not readily available. Only the in-place timeframe is the same nationally. To many, these differences in timeframes invalidate the uniformly, high level of Telstra compliance. Critics like the National Farmers’ Federation (NFF) and AgForce argue that high and improving compliance has little meaning because of the differences in the timeframes themselves.

This view may be supported by the ACA’s 2002 Telecommunications Consumer Satisfaction Survey which found the length of time to connect phones was the main reason for dissatisfaction in relation to service connections.

The NFF has expressed the view that the CSG connection times for minor rural and remote areas without infrastructure and the current system of classifying communities for the CSG, based on population size, are inappropriate. The NFF is arguing, as a matter of principle, that service levels, including timeframes for connection, should be identical across Australia, or at least established on a basis more effectively linked to remoteness factors. The NFF has suggested any reductions in timeframes might be offered commercially by Telstra under non-regulatory consumer service level agreements.

As an alternative to the current framework, the NFF has suggested a set of timeframes could perhaps be developed based on the relative remoteness of communities, determined using the Accessibility/Remoteness Index of Australia (ARIA). 

ARIA was designed by the Department of Health and Aged Care to be an unambiguous geographical approach to defining remoteness. That is socio-economic, urban/rural and population size factors are not considered for incorporation into the measure. ARIA calculates remoteness as accessibility to some 201 service centres based on road distance. ARIA values are grouped into five categories—Highly Accessible, Accessible, Moderately Accessible, Remote and Very Remote.
 

While the two approaches (absolute uniformity and tiered remoteness) proposed by the NFF appear to be contradictory, the Inquiry nevertheless has sympathy with the NFF view that timeframes in the minor rural and remote categories are still too long, and notes that this view is reflected in a number of other submissions.

As indicated elsewhere in this report, the Inquiry does not consider it reasonable or realistic to expect all aspects of service, as a matter of course, to be uniform across Australia. While service levels should be as uniform as possible, this objective should be subject to consideration of the costs relative to benefits, to ensure that requirements do not impose unreasonable costs on the community as a whole.

The timeframes, including geographical variation, for in‑place connections and new connections with readily accessible infrastructure, are reasonable. They should, however, be kept under continued scrutiny, with further reductions if possible being made over time.

In relation to minor rural and remote areas, the Inquiry does not consider the timeframes for new connections where infrastructure is not readily available are reasonable. The interim service arrangements do provide some relief in that they provide access to an interim service within 30 working days. Nevertheless, these categories apply to a large part of the Australian landmass, covering the vast majority of the pastoral and agricultural areas of Australia, and a large number of consumers—estimated at around 930 000 (see Table 2.4 above). Attention needs to be given to reducing the timeframes for connection in these areas to the greatest extent reasonably possible.

In response to the NFF’s concerns Telstra is undertaking a trial, involving modifications to its general working arrangements, which may enable it to reduce the actual time required to provide permanent services in minor rural and remote areas where infrastructure is not readily available. The trial is also exploring ways to reduce the practical implications of the longer timeframes, for example, by offering Integrated Services Digital Network (ISDN) services as an alternative to two analogue lines, and assigning first services for data use and interim services for voice use. 

The trial is a significant development which, together with the new interim service arrangements, has real potential to address the concerns of the NFF and others. To this end the outcomes of the trial should be monitored closely. 

RECOMMENDATION 2.4

Telstra should report publicly on the outcome of its trial with the National Farmers’ Federation to reduce connection times in minor rural and remote areas where infrastructure is not readily available, and identify what follow-up commitments it will make. Should the Telstra trial not lead to a significant and ongoing improvement in service outcomes in this area, the Government should review regulatory arrangements, including Customer Service Guarantee timeframes and interim service arrangements, to assess whether further changes to timeframes are appropriate.

Coordination of service connections

From information provided to the Inquiry it appears that one cause of unnecessary delay in the provision of new service connections is a lack of coordination and effective follow through on the part of Telstra. Similar concerns were recorded in the TSI report.
 Several cases reported to the Inquiry show customers requesting new connections, often well in advance, with a view to having them provided when required, only to have them still provided late, apparently due to communications breakdowns within the ‘supply chain’. There appears to be some confusion for the public and sometimes even for Telstra employees and contractors. For example:

In Western Queensland requests have been made to provide fixed phone services to new subdivisions between three and six months in advance. However, services are frequently not available in sufficient time due to confusion, between Telstra and its contractors, as to the nature of the service to be provided and the infrastructure that is available at that site.
 

Part of the problem exemplified by such complaints appears to be the lack of an effective focus of responsibility for ensuring that jobs are followed though. Too often there is no one person that the customer can be referred to who ‘owns’ that customer’s service request, and who can ensure that the needs of the customer are effectively addressed though the various ‘supply chain’ elements.

Telstra has confirmed that it is aware of this coordination issue and it has completed a six month project, overseen by senior management, to improve customer outcomes in this area. The project outcomes include improved consumer information, process improvements, increased monitoring of connection orders, improved lines of responsibility, a dedicated follow-up team and greater TCW support.

The resolution of such coordination problems is seen as important, and as a legitimate expectation for an effective local presence structure (discussed in Chapter 8). In other words, TCW should be taking the lead in solving this problem and ensuring that effective solutions are spread throughout the regional, rural and remote operations. 

RECOMMENDATION 2.5

Telstra should report to the Government on the outcome of its project to improve the coordination of new service connections. The impact of any changes should be monitored with a view to determining the need for any further follow-up action.

SERVICE PRICING

The Inquiry notes that consumer pricing by Telstra, and other service providers, is essentially standard across Australia. In other words standard tariffs generally apply to all Australians, no matter where they live. Equally the Government’s price caps on Telstra are imposed at the national level.

Given the Inquiry’s specifically regional focus, it does not consider it appropriate to explore in any detail the effectiveness of national approaches to pricing by the Government, or to assess in detail the overall level of prices in Australia. Rather, while there is some summary analysis of price levels nationally, the major focus is on particular pricing issues faced by regional, rural and remote consumers. This is similar to the position taken in the TSI report, which did not focus extensively on pricing issues, its main comments relating to access to untimed local calls in the Extended Zones, untimed local call access to ISPs and ‘local’ calling areas.

Summary of national arrangements and trends

Fixed telephone charges fall into three main categories—connection, line rental and usage charges—with the latter generally subdivided into local calls, national long distance, fixed-to-mobile and international calls. Other charges may be applied for enhanced calling features and premium call services.

Retail telecommunications pricing in Australia is subject to considerable regulation. Except for consumers in the Extended Zones, access to untimed local calls is guaranteed in Part 4 of the Telecommunications (Consumer Protection and Service Standards) Act 1999 (the Act). Part 4 (s.107) also requires comparable benefits to be available to customers who do not have untimed local calls. In the case of the Extended Zones, untimed local calls have now been ensured through the Government’s $150 million Extended Zones Agreement with Telstra, the details of which have been locked in through a licence condition on Telstra. 

Part 23 of the Telecommunications Act 1997 allows carriage service providers to have standard forms of agreement (SFOAs) setting out their standard terms and conditions, including price. This saves them having individual contracts with their customers. Service providers must comply with their SFOAs. 
Price controls are provided for under Parts 2 and 9 of the Telecommunications (Consumer Protection and Service Standards) Act. The details of retail price controls are set out in subordinate legislation. The current price control instrument is the Telstra Carrier Charges—Price Control Arrangements, Notification and Disallowance Determination No.1 of 2002.

The latest price controls, effective 1 July 2002 to 30 June 2005, include:

· a price cap of CPI-4.5 per cent on a basket of local, trunk and international calls; 

· a price cap of CPI+4.0 per cent on a basket of business and residential line rentals; and

· a price cap of CPI on a basket of connection services.

There is a cap of 22 cents on the standard untimed local call price, however Telstra is allowed to offer a higher local call charge as an option in combination with a corresponding lower than standard line rental charge.

There is a cap of 40 cents on the price of an untimed local call from a public payphone. 

The local call pricing parity scheme requires average untimed local call prices in non‑metropolitan areas to be broadly comparable to those in metropolitan areas.

Telstra must obtain the consent of the Australian Competition and Consumer Commission (ACCC) to a proposed line rental increase affecting low-income consumers, with consent being contingent on compliance with the licence conditions described below.

Telstra must also notify the Minister of a proposed increase in directory assistance charges, with consent being subject to an assessment of whether the increase is in the public interest.

Under associated conditions on Telstra's carrier licence, Telstra is required to:

· have a low-income package in place which has been endorsed by low-income consumer advocacy groups and specified in writing to the ACA; 

· maintain and resource a Low-income Measures Assessment Committee (LIMAC), comprising representatives of welfare organisations agreed by the Minister for Communications, Information Technology and the Arts, which is responsible for reporting annually to the Minister on the effectiveness of the low-income package and its marketing by Telstra; and assessing proposed changes to the package or Telstra's Marketing Plan for the package; 

· have a Marketing Plan in place for the package, approved by the LIMAC; and 

· seek and consider the LIMAC's views on any significant change to the package.

As far as the Inquiry can determine, Telstra and other service provider charges to consumers are generally uniform across Australia in all these areas. Similarly, in its July 2001 study International Benchmarking of Remote, Regional and Urban Telecommunications Services, the Productivity Commission concluded there was no difference in PSTN prices for rural and urban subscribers in Australia.
 There may be instances, however, where standard prices do not apply in regional areas (e.g. inter-capital charges will not be applicable) or where special discounts may not be available.

In the area of business services, special deals and discounts are commonplace, with organisational size undoubtedly a key factor in generating higher levels of pricing benefit. However small, often isolated regional businesses, such as farming enterprises, are able to compensate for their lack of size through the aggregated buying strength of their representative organisations. For example, the NFF has been able to negotiate discounts for its members in this way.
 Such proactive, innovative approaches are to be commended, and demonstrate that initiative can drive real commercial benefits.

Some submissions have expressed concerns about possible increases in regional prices in the future. While it is true that uniform national pricing is not fully guaranteed by statute, a high degree of protection for regional, rural and remote subscribers is provided through the combined effect of the legal requirements for untimed local call provision and the overall operation of the price caps, including the local call pricing parity requirement. 

Data available to the Inquiry indicates that connection and rental charges have increased in real terms while usage charges have generally decreased in real terms since the introduction of open competition in 1997. Some of the greatest reductions have been in relation to national long distance prices.
The March 2002 report by the ACCC, ACCC Telecommunications Report 2000–01 (Report 2), is the most authoritative guide to recent price changes. The report states that the real price of a full basket of telecommunications has consistently and significantly decreased between 1997-98 and 2000-01. The price decrease was 8.9 per cent over the 2000-01 financial year. Table 2.7 shows real price movements over the past four financial years.

Table 2.7: Year on year real movements in telecommunications prices

Year
All services
Mobiles
Basic Access 
Local calls
National Long Distance
International 
PSTN outside of capital cities

1997–98
-4.4%
-3.4%
+0.3
-0.3%
-9.7%
-14.1%
-2.5%

1998–99
-5.0%
-3.9%
-1.0
-0.7%
-6.2%
-23.9%
-10.9%

1999–00
-9.2%
-12.7%
+8.5%
-9.6%
-9.6%
-28.1%
-10.7%

2000–01
-8.9%
-10.4%
+8.1%
-18.6
-8.1%
-17.5%
n.a


Note: Shows the percentage of change in real prices of a basket of telecommunications services.
Source: ACCC, ACCC Telecommunications Report 2000–01, pp.125-143
The incremental benefit to consumers of telecommunications services in 2000–01 from changes in price and other factors was assessed as ranging between $5.5 billion and $12 billion.

Price reductions over the past year have been more limited than in previous years as markets have consolidated.
 This may help explain a decline between 2001 and 2002 in household and small business consumer satisfaction with competition in fixed line services.
 

Network extension charges and trenching costs

The Inquiry is concerned that access to telephone services under the USO may be inhibited in a limited number of cases by Telstra’s charges for network extension—up to a $1540.40 cap—and Telstra’s requirement that customers provide their own on-property trenching for new service connections. 

At this point we had a disagreement with the Remote Customer Support Group about trenching in hard top-rock for a cable from the mast to our camp which has not been resolved to this moment—16 months later.

In June 2001 when any form of consensus between Remote Customer Support Group and ourselves failed I contacted the T.I.O who referred me to Telstra’s Customer Referral Centre where our complaint was listened to by several people. It then went into limbo and re-emerged in May 2002 when two Telstra employees rang and demanded we dig a trench pronto or we would have our interim satellite service removed. This they attempted to do by sending a technician from Longreach to collect the equipment. The technician refused to leave Longreach when I told him he would have to fight me (a 56 year old woman) for it. We are totally isolated out there and both of us have health problems. The phone is our sole life-line.

These costs appear to have been a particular issue in relation to some remote Indigenous communities. Government funds have been allocated under Networking the Nation (NTN) to Outback Digital Network Balkanu and the Pitjantjatjara Yankunytjatjara Media projects in this context. TAPRIC funds may also be applied to addressing this issue. The number of network extension charges billed each year is understood to be small. DCITA has indicated it has recorded around 30 complaints about trenching costs in the past two years. 

The Inquiry understands that network extension charges seek to recoup part of the additional costs that Telstra incurs in connecting particular customers, or groups of customers to its network, and that the charge is low relative to actual costs. But the Inquiry has a number of concerns with the rationale for, and practice of, network extension charges:

· it is not clear when, and on what basis, the charge is being applied;

· its continuing application appears to conflict with other Telstra developments to incorporate such costs into Telstra’s network investment budget (e.g. ISDN extenders); and

· it appears to provide a significant degree of disadvantage to those customers to which it is applied, and which does not appear to be justified by the amount of cost recovery accruing from this charge.

On the face of it, this charge could perhaps more appropriately be borne by Telstra as a network investment cost, and recovered over the whole of the customer base. It is not clear to what extent Telstra already recovers such costs through the USO mechanism. The Inquiry has difficulty reconciling the current approach with the notion of reasonable access to a standard telephone service under the USO. 

Telstra requirements for particular customers to bear the full costs of trenching from the property boundary to the customer premises also raises some equity issues. The Inquiry accepts Telstra’s position that it has no special capability in digging trenches, and it is a service that can be self-provided or provided by a range of commercial contractors. Notwithstanding this, the Inquiry considers it is likely there will be circumstances where the cost of trenching may be significant, and may discourage take-up of the standard telephone service. Again this has been raised as a particular issue for remote Indigenous communities, which are financially disadvantaged, and which may face some significant trenching costs.

RECOMMENDATION 2.6

The Government should examine the issue of network extension and trenching costs, to consider whether such costs should be removed from subscribers, and either borne by Telstra as part of its universal service obligation provision, or supported by the Government through subsidies.

Uniform charges and service levels

A concern expressed in some submissions is that regional consumers are being charged the same connection charges as people in metropolitan Australia but have to wait longer for their connections and repairs. That is, they see themselves as paying the same money for a lower level of service. For example:

Speaking as a customer, I fail to see why the time allowed for repairs and new connections should be so much longer than if I lived in the city. After all, the Australian Government does not allow me a similar increase in time to respond to their requirements such as submission of Business Activity Statements. Nor does Telstra allow a similar increase in the time to pay their bills!

This argument extends to rental charges where the concern is that regional consumers pay the same rental charge but often receive slower repairs and, often, it was claimed, poorer quality voice and data functionality. For example:

Our concern with the level of service provided by Telstra is based on the fact that despite being close to large towns our phone lines are inadequate for the service we are paying the same as everyone else for but not getting.

While it is understandable that this perception can arise, such concerns are difficult to justify. From another perspective, for example, it could be argued that service connection and service supply costs in rural and remote areas are generally more expensive than in urban areas, even when different connection and repair timeframes are taken into account. Yet rural customers pay the same price for the services they receive. From this perspective rural and remote customers are actually receiving more expensive services at the same price. For social equity reasons, such a benefit for rural and remote customers is highly desirable. However, as previously stated in this report, absolute equality of service, in terms of equal connection and repair timeframes, cannot always be justified.

Line rental

While a number of submissions criticised recent increases in line rentals, such increases have taken place nationally within the context of the Government’s overall price cap framework. This includes Telstra putting in place arrangements for low-income earners, approved by the ACCC and Telstra’s LIMAC. The Inquiry also understands increases in access charges need to be balanced by reductions in call charges. Ultimately, however, the issue of line rental charges nationally is not within the Inquiry’s core assessment focus, given that it affects all telecommunications users. As such it is not pertinent to a comparison of prices paid by regional, rural and remote consumers compared with those paid by metropolitan consumers.
Issues relating to call charges

An important issue for many regional, rural and remote Australians is the point at which untimed local calls end and timed calls begin. While they appear accepting of timed charging for long distance and international calls, many are concerned when they have to pay timed charges for calls which they consider to be within their ‘local’ area or region. An extension of this is their inability to call their service centre which may be hundreds of kilometres away on an untimed basis.

A number of recent initiatives have improved the situation for consumers in regional, rural and remote areas.

Pricing benefits in the Extended Zones

Significant pricing benefits for remote consumers have resulted from the Extended Zones Agreement.

Prior to the introduction of the Government’s Extended Zone Agreement, about 28 000 consumers who live in the Extended Zones had no access to untimed local calls, and only limited concessional calls. The TSI report found that the Extended Zones tender was ‘likely to lead to a substantial improvement in services to consumers in these zones’.

As a result of the Extended Zones Agreement with Telstra, from 31 July 2001, residents and businesses in the Extended Zones have had access to:

· untimed calls at the local call rate (22 cents) within Extended Zones and to adjacent Extended Zones; 

· preferential rate calls at 27.5 cents per 12 minutes between Extended Zones and their designated Community Service Town
, and between Extended Zones and the Community Service Towns of adjacent Extended Zones; and 

· dial-up access to the Internet at the untimed local call rate to at least one ISP. 

From 31 July 2002, the preferential rate calls were replaced by untimed calls at the local rate of 22 cents. The replacement of preferential rate calls was possible because of infrastructure and service upgrades undertaken by Telstra. To illustrate the benefits of the changes, Telstra has cited the case of Mrs Liz Bird from Indiana Station, a cattle property 320 kilometres east of Alice Springs:

‘It'll make a big difference for people out here who need to call Alice Springs and other extended zones for the services people in the cities take for granted,’ Mrs Bird said. As Northern Territory President of the Isolated Children's and Parents' Association, the change will also ease the burden of regular calls to members hundreds of kilometres away.

To improve service, and support increased traffic as a result of these changes to pricing, Telstra is undertaking a significant upgrade of the customer access network in remote Australia, in particular upgrading existing DRCS to more modern High Capacity Radio Concentrator (HCRC) systems as well as CDMA Wireless Local Loop (WLL) systems, and moving some services to satellite. Full completion is scheduled for December 2003. As a result of these upgrades, remote Australians will also have a higher minimum dial-up data speed of 14.4 kilobits per second (kbps) over the voice network. (Their access to higher data speeds is discussed in Chapters 4 and 6.) 

As part of the Extended Zones Agreement, special satellite high speed Internet packages were also offered. These are discussed in Chapter 6.

Other specialised services—online customer services and support (such as online billing and fault reporting), content services (interactive distance learning packages and specialised information services), and videoconferencing—have become available during the progress of the upgrade to infrastructure and services in the Extended Zones.

The ACA, as contract manager, has had primary responsibility for ongoing monitoring of the Agreement. It released its first progress report in October 2002.
 At 8 August 2002, Telstra was ahead of schedule, with approximately 15 per cent of services upgraded.
 While noting some implementation issues, overall the report was positive about the progress made.
Local calling zones and community service town issues

A long-standing issue in regional Australia has been the distance over which untimed local or concessional rate calls can be made, particularly the ability to call community service towns on an untimed or concessional basis. This was an issue examined by the TSI,
 which noted Telstra was reviewing its local call zoning arrangements. 

The results of Telstra’s zoning review were announced in June 2001. As a result Telstra introduced two new calling options Wide Area and Regional Calls, effective from 1 August 2001, that reduced the cost of shorter distance calls that had previously been charged at long distance rates. Telstra also expanded the range of Community Service Towns that could be called for a reduced rate

The ‘Wide Area Call’ option enables consumers to make preferential calls, long distance and long distance community calls, up to 50 kilometres, for 25 cents per call untimed. Telstra charges 26 cents per minute on weekdays and 13 cents per minute on weekends plus call connection fees, for long distance calls over 50 kilometres. Telstra advises that with this option, all local calls, not including neighbourhood calls, are charged at the standard plan price.
 This option is particularly designed for outer metropolitan customers. Telstra announced that 170 000 of its customers would be able to benefit from this change.

The ‘Regional Calls’ option is particularly designed for regional customers. It allows customers to call areas up to 85 kilometres away for a maximum charge of 99 cents for three hours, with calls continuing past three hours reverting to normal long distance charges.
 Calls are charged at a flat 12 cents per minute until the call reaches 99 cents. This option is available to all Telstra’s HomeLine™
 Plus and BusinessLine™
  Plus customers.
 At least 310 000 Telstra customers are able to benefit from this change.
 

Telstra also reviewed and increased the number of Community Service Towns, thus increasing the availability of community calls. These towns are nominated by Telstra and Telstra has indicated that this means that all regional customers have the choice, with the Wide Area Call option, of untimed local calls to their Community Service Town.
 

While some submissions expressed ongoing concern about the places they can call at an untimed or concessional rate,
 the Inquiry finds these changes are a significant improvement on the pricing options available to consumers at the time of the TSI report. The Inquiry is concerned, however, that the new calling packages appear quite complicated, somewhat conditional and not well promoted. This is a view supported by the NFF.

In relation to zoning matters generally, there is always likely to be pressure for changes, and commercial responses to those pressures. For example TransACT offers free local calls amongst TransACT users in Canberra, and Neighbourhood Cable in Victoria is also looking to provide cheap calls to its subscribers. Bundling services together and offering discounts is one of the commercial developments that have seen prices fall. AAPT, for example, offers discounts of up to ten per cent for any customer who combines long distance calls, mobile services and Internet connections through AAPT.
 In this context, given the reasonable arrangements already in place, the Inquiry concurs with the TSI’s view
 that responses are best left to the interaction of the marketplace, rather than regulatory intervention. 
FINDING 2.5

New Telstra pricing packages, such as Wide Area Call and Regional Call, have improved consumers’ options, but are not well promoted by Telstra or widely understood by regional consumers.

CALL SERVICE QUALITY

For the purposes of this part of the assessment, call service quality refers to the technical quality of a working voice service. Poor performance in this area includes such parameters as the inability to establish calls, call drop-outs, noise on the line or low volume. While not necessarily making a service unusable, these problems may detract significantly from the utility of the service. In practice, however, it is often difficult to separate such issues from full failure of the service (a service fault). Many such problems would be picked up in the fault data discussed in the next section.

Technical service quality parameters are set in Telstra’s USO Plan relating to long distance and international call origination and termination, signal power (affecting volume) and random noise.
 Telstra has advised there is no differentiation between regional and urban areas in relation to the application of these parameters.

The Australian Communications Industry Forum (ACIF) End-to-End Network Performance Code aims to ensure that each network involved in the carriage of circuit-switched telephone calls contributes appropriately to overall performance targets for transmission quality and connectivity. At 30 June 2002 Primus, AAPT, MCI WorldCom, RSL Com and Macquarie Corporate Telecommunications were signatories. Hutchison and Vodafone stated that their networks were compliant with the connectivity and transmission performance parameters of the code. Telstra and TransACT reported that they conform to the connectivity network performance parameters outlined in the code. The ACA is understood to have concerns, however, about compliance reporting.

The ACA monitors network performance quarterly in terms of a service provider’s performance in connecting local, national long distance and direct dial international calls. Network loss is measured in terms of the ratio of call attempts that fail to connect due to a shortage or malfunction of the provider’s switching, signalling or transmission facilities. Reporting is by exception, where network loss is more than one per cent. In the June quarter 2002, only Primus reported a network loss of more than one per cent, in relation to international calls. Historically network loss has been below one per cent for service providers.

Notwithstanding the technical statistical performance level of Telstra services, poor quality is a matter of practical concern raised by a number of submissions, particularly connected to DRCS service and long copper runs. For example Mr and Mrs L’Estrange stated in their submission that ‘when it rains there is constant noise on the line, sometimes so loud you just have to hang up’.
 Janelle Lilliebridge submitted that ‘when I state “noisy phone lines”, they were so noisy to the point of not able to hold a conversation’.
 

Quality of service in the Extended Zones

Concerns have also been expressed about the quality of satellite telephone services, primarily as a result of increased deployment of these services under the Extended Zones Agreement. Some similar issues have arisen in relation to new HCRC services also being provided under the Agreement. 

In this context the Consumers Telecommunications Network (CTN) expressed concerns about satellite telephones being outside the End-to‑End Network Performance Code, and recommended that the ACA implement a technical standard for the quality of satellite voice telephone services provided under the USO, and support research into improved engineering for satellite voice transmission.

The ACA as contract manager for the Agreement has raised these matters with Telstra which has instituted a range of remedial actions. There is strong view in the ACA, Telstra and DCITA these will lead to significant quality improvements. The ACA is monitoring the outcomes of these initiatives closely.
 The Inquiry considers these actions are reasonable and immediate responses to the issues identified.

Pair gain systems and fixed telephone services

A matter of concern to the Inquiry is that a limited number of services may have difficulty obtaining dial-tone where 6/16 pair gain systems are used to provide the services, because they will only support a limited number of simultaneous telephone calls. Apart from potential customer inconvenience, there may be potential safety issues. The use of pair gain systems also has implications for dial-up access to the Internet. This matter is discussed in Chapter 4.

On 6/16 systems, up to 16 subscribers share six lines. If lines are busy and calls cannot be made, a busy signal is heard instead. The Inquiry understands such occurrences may be on the rise as use of dial-up Internet service increases call-holding times.

The Inquiry is advised that there are 4 600 6/16 systems supporting some 54 000 services. A variant of the 6/16 systems supports a further, 4 500 services. A similar 6/15 system supports around 17 800 services. This gives a total of around 76 300 or 0.7 per cent of Telstra fixed services in operation. The Inquiry understands the majority, if not all of these services, are located in regional, rural and remote Australia.

Advice received from Telstra shows the average number of customers on these systems is around nine or ten rather than 16, thus reducing the risk of congestion. Their use is also subject to standard call congestion parameters, set out in the USO Plan, of 99 per cent service availability over time. Telstra monitors loading on these systems closely and individually, with a view to pre‑empting any congestion problems.

 It is apparent that modern pair gain systems are of exceptionally high quality, are equipped with remote diagnosis capability, and do not restrict data speeds to any significant degree. They have enabled Telstra to respond much more quickly and effectively to the needs of customers than would otherwise have been the case. The problem is some older systems are increasingly less suitable for their task and need to be managed closely and perhaps phased out.

RECOMMENDATION 2.7

Telstra should promptly confirm to the Government that it has an effective strategy for improving as soon as possible the quality of telephone services affected by the use of 6/16 and similar pair gain systems. Telstra should give a formal undertaking to the Government including providing timeframes in relation to any actions required to implement such a strategy. Progress in meeting this strategy should be monitored by the ACA and reported on publicly.

ARCS and DRCS replacement program

Another area of concern has been the ongoing use of ARCSs and DRCSs predominantly in sparsely populated pastoral areas. The key service quality issues with such systems are low data speeds, lack of enhanced calling features, potential congestion and poor reliability. 

Telstra is currently undertaking a program to replace outdated ARCSs and DRCSs. Some DRCS users in standard zones are being included in the upgrade resulting from the Extended Zones Agreement, as Telstra replaces systems straddling Extended and Standard Zones. Over the past six years almost 13 000 services have been upgraded under the Remote Australia Telecommunications Enhancement (RATE ) program at a cost of $265 million.

The remaining DRCSs and ARCSs in Standard Zones are being replaced under RATE at a cost of $11.8 million to June 2003. Telstra has advised that it plans to upgrade these services primarily using CDMA WLL. This will have the added advantage of extending mobile coverage to these areas. Where this is not technically feasible, Telstra plans to use Subscriber Wireless Integrated Network Gateway (SWING). SWING will provide access to features previous unavailable to these customers. 
This planned upgrade is an important final step in achieving quality telephone service delivery for remote Australians. 

RECOMMENDATION 2.8

Telstra should provide a formal undertaking to the Government to complete its upgrade of older radio systems (ARCSs and DRCSs) under its Remote Australia Telecommunications Enhancement program, and according to a publicly available timetable.

CDMA WLL and TTYs

In relation to the deployment of CDMA WLL the AAD and TEDICORE have expressed concern that the inability of TTYs to interoperate with CDMA WLL will disadvantage deaf people—preventing them using TTYs when visiting such areas, and potentially discouraging them taking up residence in such areas. TEDICORE has noted concerns about effective access to the TTY emergency number, ‘106’.

The need for CDMA WLL to accommodate the needs of deaf people is well understood, and arrangements are being put in place to provide alternative services where this problem arises. As TEDICORE notes, a holistic and forward-looking solution would appear desirable. However, part of the problem appears to lie in the TTY technology itself, which was designed to operate in an analogue environment. The better solution may be to replace TTYs with a technology more suitable to the digital environment. The Inquiry understands Telstra, DCITA and the ACA are working on possible options in this regard. This is documented in the ACA’s recent Report on the Program to Upgrade Telecommunications Services in the Remote ‘Extended Zones’ of Australia. People with disabilities need to be consulted in this process. 
RELIABILITY AND FAULT REPAIR 

The reliability of fixed telephone services was a key issue in the TSI report. The TSI was particularly concerned about the high levels of faults within localised areas and the extent of recurrent faults on individual services. The Inquiry shares the TSI’s view that phone services in regional areas should be reliable and of high quality. This importance is reflected in submissions to the Inquiry, which clearly identified reliability as the most important fixed telephone priority for regional, rural and remote consumers.

TSI findings

The TSI report noted concerns with ageing and degrading cable being subject to recurrent faults, ‘temporary’ cabling solutions in place for prolonged periods, and inaccurate plant maps giving rise to cable damage.
 Telstra acknowledged a large variation in CAN fault performance. Forty per cent of Telstra’s 71 000 distribution areas were experiencing fault rates in excess of 20 per 100 services in operation per year, compared to ten per cent for metropolitan distribution areas.
 The TSI report found that the evidence available to it suggested localised telephone reliability problems existed within Telstra’s network.
 Some submissions to the TSI considered these problems were made worse by remote call centre staff unable to or unwilling to help and technical field staff, while generally positive and helpful, often lacking the necessary skills.
 

Telstra noted to the TSI that half its network was over 20 years old and 30 per cent more than 30 years old.
 Productivity Commission data indicates that five per cent of the CAN is over 50 years old.
 The TSI report identified Telstra’s Access Renewal program and other initiatives like its ‘Tomorrow Plan’, 1-800-R-Radio, an audit of cable pairs, changes to the operation of call centres and the establishment of TCW, as all being relevant to tackling the issue of faults. The TSI found that:

…upgrades to aspects of Telstra’s existing infrastructure are needed to address new connection and fault rate issues. Telstra’s Access Renewal program has to date delivered some quantifiable improvements in performance.
 

The TSI also found that there appeared to be no ‘established processes to measure reliability at an appropriately disaggregated level to identify recurrent, localised network performance issues’.
 It also found that the ACA has the powers, but it is in the ‘administration of those powers that inadequate focus appears to have been placed on monitoring, identifying and investigating performance issues associated with the reliability of telephone services.’
 

A further network issue identified by the TSI was poor information about the location of cabling and the effectiveness of the cable location service, ‘Dial Before You Dig’. This caused a number of problems such as delays in connecting services, increased faults due to inadvertent cable cuts, costs for third parties to restore cables, and delays and inconvenience to others like utilities and farmers undertaking digging work. A number of proposed initiatives by Telstra were noted.
The E71 Database

Following the TSI report, Senator Sue Mackay also raised with Telstra its ‘E71’ database, expressing concern about the level of ‘faults’ recorded in it. Telstra now refers to the E71 database as the Customer Network Improvement (CNI) database.

Telstra has provided information about the CNI database to the Senate Environment, Communications, Information Technology and the Arts Legislation Committee. Telstra has advised that entries in the CNI database are maintenance tasks, largely routine. It advises that CNI entries are not service faults directly affecting customers.
 At February 2002, the CNI database held 104 500 orders. The current level is similar. The total of CNI entries is continuously changing as new CNI entries are added and others removed. In 2001, 104 239 CNI entries were completed.
 Telstra advised that about 80 per cent of CNI entries were deemed ‘non-urgent’, that is non-time critical.
 Telstra advises that none of the work, while of varying importance, puts customers’ services at risk. 

Telstra provided a breakdown of entries in the CNI database, by type, currency, seriousness, action taken to resolve and action pending to resolve, so the Inquiry could form its own judgements about the CNI entries. Telstra also advised it is reviewing the current database to eliminate tasks that have actually been completed—estimated to be in the thousands—and to ensure proper prioritisation. Many CNIs are subsumed by other projects currently underway or planned. Work processes relating to CNIs are also being reviewed.

From the information provided by Telstra, the Inquiry is satisfied that the CNI entries are not customer-affecting faults, and that Telstra is addressing them individually and systemically. The Inquiry also notes that if any of these entries were customer-affecting faults, they should then fall within the operation of both the CSG and the Government’s Network Reliability Framework (NRF).

Telstra actions on reliability since the TSI

Since the TSI report Telstra has commenced and/or completed a number of initiatives aimed at reducing fault levels.

Telstra advises that in 2000–01 and 2001–02 it invested $971 million and $871 million respectively on upgrading its CAN. In 2001–02, around $47.8 million was spent on rural proactive network rehabilitation and $33.4 million on reactive rural rehabilitation. 

In relation to concerns about cable location, Telstra has advised it is now reviewing its policy in relation to all aspects of cable location,
 including charging for on‑site inspection services, and reviewing its procedures for investigating cable cuts and the recoupment of restoration costs.

In response to concerns about pockets of particularly unreliable services, Telstra recently announced it will invest a further $187 million in 2002–03 in network remediation in regional Australia.
 This project is known as the Rural Networks Taskforce (RNT). This is a major development. Telstra has informed the Inquiry that it will spend $70 million on repairing or replacing the worst performing access plants, $56 million on inter-exchange network upgrades, $35 million on reducing and alleviating the inappropriate use of pair gains systems, $18 million to boost access network rehabilitation and $8 million on land and building lifecycle management.
 Rather than adopting the ‘broad brush’ approach of past Telstra rehabilitation strategies like Access Renewal, it will target known problems areas. The revised approach includes the use of highly disaggregated level data to identify areas, and then drawing on the knowledge of local staff to target the problems. Amongst other thing the $187 million will target approximately 3000 very poorly performing services identified to the Senate.
 

Telstra has advised that by September 2002 the RNT had identified some 1390 projects, completed 332 field inspections, had 114 projects under construction and 37 projects completed.
 Projects recently announced include upgrades in:

· Mudgegonga, Victoria ($22 000); 

· Tyringham and Korora, NSW ($100 000); 

· mid north South Australia ($1.9 million); 

· south-west Queensland ($1.13 million); 

· Bonnie Doon and Pries, Victoria ($65 000); 

· Rushworth, Victoria ($13 000); 

· Balgowan, SA ($460 000); 

· Molyullah, Victoria ($33 165); 

· Flagstone Creek and Helidon, Queensland ($29 000); 

· Clare, Queensland ($225 000); and 

· Dean and Wallace, Victoria ($25 000).

Other Telstra initiatives reported to the Inquiry that should impact positively on the incidence of faults include:

· the RATE program discussed above;
· the Extended Zones Agreement discussed above;
· the introduction of the Rehabilitation and Analysis of Rural Exchanges (RARE) system, which uses historical information to conduct analyses to a fine level of detail;
· the use of local knowledge through the operation of TCW;
· the use of Total Productive Maintenance to improve work practices and reduce faults;
· an increase in Pro-active Tickets of Work;

· work to reduce ineffective fault clearances; and 

· proactive oversight of pair gain systems by the CAN Electronics Management Centre.

Government’s response to the TSI report: the NRF

In response to TSI Recommendation 11, that the ACA be required to monitor faults rates in any Universal Service Provider’s network at a highly disaggregated level to identify reliability problems, the Government, through the ACA, has developed the NRF. The NRF is scheduled to commence operation in January 2003.

The NRF involves monitoring Telstra fault levels at three tiers to encourage pre-emptive action by Telstra to prevent fault thresholds being breached and, where they are breached, requiring effective remedial action.

At the highest tier, Level 1, Telstra will report monthly to the ACA on:

· the percentage of services with no faults; and

· the average percentage availability of services, on a per service basis;

in each of its FSAs. This level of reporting will provide a high level indicator of Telstra’s fault performance. These reports will be public.

Preliminary Level 1 data provided by Telstra indicates that the national percentage of services with no faults over the seven months to, and including, August 2002 averaged 99.16 per cent, with FSA performance ranging from 98.45 per cent to 99.51 per cent for the seven months. For the same period the national percentage of service availability averaged 99.94 per cent, with FSA performance ranging between 99.84 per cent and 100 per cent for the seven months.

At the intermediate tier, Level 2, Telstra will report monthly on all ESA in which two, three, four or five services—depending on the size of the ESA—have had at least one fault per month for two consecutive months. These thresholds will identify poorly performing ESAs. This data will be used by the ACA to identify the 50 to 100 worst performing ESAs, which will be further investigated for the purpose of identifying problem areas for remediation. Where required, Telstra remediation plans must be provided to the ACA. Where remedial action has been undertaken, ongoing reporting will be required on a quarterly basis for the following two years, to ensure the success of the remedial action. 

At the lowest tier, Level 3, individual telephone services supplied by Telstra, and to which the CSG applies, will be subject to requirements that they experience:

· no more than three faults in any rolling 60 day period; and 

· no more than four faults in any rolling 365 day period.

Where Telstra is at risk of breaching the Level 3 requirements, it will be required to take pro-active steps to prevent a breach occurring. Any breaches will need to be reported to the ACA on a monthly basis. Where a breach does occur Telstra will be required not only to rectify the service but to investigate the underlying cause of the recurrent faults, report to the ACA on any proposed remediation work, and undertake any remediation work that is required. Remediation is intended to raise the service to a higher level of reliability, with performance being monitored for 24 months. The ACA will have the power to enforce remediation work by Telstra and, if necessary, the fault thresholds themselves if reasonable action is not being taken to meet them.

Telstra’s reliability performance

Telstra CSG faults for 1999–2000 to 2001–02 are set out in Table 2.8. It should be noted that CSG faults are only a subset of total faults dealt with by Telstra.

Table 2.8: Telstra’s CSG-related faults, 1999–2000 to 2001–02

Year
Urban
Rural
Remote
National

1999–2000
na
na
na
740 179

*2000–01
556 479
275 859
5891
838 299

**2001–02
518 054
280 643
5300
803 997

Notes: na=Not available. *The way Telstra counted faults for CSG purposes changed between 1999-00 and 2000-01, accounting in large part for the increase in total faults in 2000–01. As such it is not appropriate to make comparisons between the 2000–01 and fault levels reported for previous years. Telstra has indicated that when counted on the same basis there was a 1.7 per cent decrease in total CSG faults.
 ** Data for 2001–02 is subject to ACA verification.

Sources: ACA, Telecommunications Performance Reports, 1999–2000 (p.27), 2000–01 (p.35); Telstra, Inquiry communication

The Inquiry notes total CSG faults decreased between 2000–01 and 2001–02, but increased slightly (1.7 per cent) in rural areas. Absolute fault numbers, however, do not take into account the number of services in operation (SIOs).

Another important indicator of reliability is the number of faults per 100 SIOs. This does take into account changes in the underlying service numbers. Data on CAN faults for the past five years is given in Table 2.9. This data is comparable with data reported in the TSI report. CAN faults cover a wider range of faults than CSG faults. CAN faults include, for example, faults experienced by customers with more than five services (to whom the CSG does not apply) and faults due to circumstances beyond Telstra’s control (e.g. bushfires, cyclones).

Telstra has noted the impact of a number of natural disasters and extreme weather conditions in 2000-01 and 2001-02 need to be taken into account in assessing this data.

Table 2.9: CAN-faults per 100 services in operation (SIOs), 1997–98 to 2001–02

Region
97–98
98–99
99–00
00–01
01-02
% change since 97–98
% change since 99–00

Sydney North
12.90
13.40
15.00
11.56
12.67
-1.78
-15.53

Sydney South
11.20
11.30
11.10


13.13
14.14

NSW Country North
16.60
18.30
18.70
18.02
18.94
14.10
1.28

NSW Country South
12.50
16.60
16.00


51.52
18.38

Melbourne
9.80
10.20
9.70
10.26
10.39
6.02
7.11

Vic Country/Tas
11.50
12.40
11.60
12.65
13.06
13.57
12.59

Brisbane
12.10
11.80
9.90
10.02
10.85
-10.33
9.60

Qld Country
14.10
16.40
14.40
12.28
13.92
-1.28
-3.33

WA
9.90
10.30
11.00
10.66
11.85
19.70
7.73

SA/NT
12.10
11.90
13.00
18.68
14.49
19.75
11.46

National
11.90
12.70
12.60
12.65
13.04
9.58
3.49

Notes: Sydney North and South and NSW North and South combined from 2000–01

Sources: TSI, Figure D.5, p.230; Telstra communication, 11 October 2002

Table 2.9 indicates a slight upward trend in the number of CAN faults per 100 SIOs. Year on year increases have been generally small in most areas, southern NSW in 1998–99 and South Australia/Northern Territory (SA/NT) in 2000–01 being the notable exceptions. (The SA/NT appears to be a possible aberration.) By area, the fault rates have remained broadly consistent over the period, usually being no more than two faults per 100 SIOs better or worse. The apparent exception to this is southern NSW, where the fault rates may have increased by 50 per cent or six faults per 100 SIOs, but this is unclear because of the change to Telstra’s methodology. With the exception of country NSW and, to a much lesser extent, SA/NT, all areas are below or close to the national average.

Of some concern is the relatively high CAN fault rate in country NSW, which is 45 per cent above the national average. Higher fault rates in country NSW could explain the large number of submissions about reliability received from these areas, particularly the NSW Tablelands. 

Information that emerged during the Boulding investigation also suggests there could be areas with reliability performance well below regional and national averages in terms of CAN fault rates. 

The TSI report also examined the number of distribution areas with various fault rates across country and metropolitan Australia in 1998–99. The Inquiry sought comparable data from Telstra. Telstra could not provide this because of changes to the classification of distribution areas as country and metropolitan. The new data appears to show some improvements, but because of the change the Inquiry considers the data of limited value in the assessment of possible improvements in regional areas. The TSI data and new data are set out in Appendix C.

Submissions relating to reliability

Both the NFF and CEPU expressed concerns that while CSG compliance may be high and improving, this was counterbalanced by an apparent increase in faults, at least in some areas.
 

A number of submissions complained about fault prone infrastructure, recurrent faults and poor repairs. For example:

Minimising the number of recurring service faults is also of great importance to rural and regional consumers. Farmers are concerned that short-term fixes and repetitive return visits to complete service restoration are inefficient for the customer and the service provider.
 

(Personally, this pair-gain facility has led to ongoing outage problems over the years & created time consuming maintenance & repairs for Telstra – not to mention the inconvenience and cost born by us, as consumers.)

Cables to our home phone are exposed due to rain wash outs 2 wet seasons ago.

He then proceeded to lay the line across the top of the ground over our lawn and into the house, he then left and said somebody would return to trench the line in underground. Since this day we have had to hook the line up so it was not a danger to my children who use the lawn…Kangaroos continually hook the line and when it rains its washed down the creek, every time it rains we have no phone service and as it dries the line comes good again. I have rang Telstra on several occasions and about 12 months ago somebody came and left a note in my door to say that I was in the system.

…when there is major storm activity in the area we frequently lose even telephone contact.  I understand that the underground cables become flooded and in-operable. This is not good in the case of emergencies!

I reported to Telstra 4 Years ago that we had exposed cable in the front of our property and no inspection has ever been made .. nothing done

In the course of the Inquiry there were also media reports that the reliability of Telstra’s customer access network was being affected by corrosion caused by a gel previously used to seal cable joins.
 The issue was raised by CEPU in its submission, together with other issues affecting network reliability.
 Advice from Telstra is that in almost all joints where it has been used, the gel continues to be an effective sealant. In a small percentage, the Inquiry understands there are some issues that are being addressed by Telstra. 

Assessment of fault rates and reliability

Data provided indicates that fault rates have been broadly consistent with historical levels, although there has been some gradual increase in CAN fault rates since the TSI report. Overall fault rates are reasonable, but there still appears to be considerable variation between ESAs, particularly in regional areas, indicating continuing localised problems.

While this might be viewed as somewhat disappointing given the emphasis of the TSI report on reliability issues, the Inquiry is not surprised by this evidence. Turning around the state of the Telstra network, and the processes within Telstra that enable identification and rehabilitation of particular problem areas, is a major task and cannot be achieved overnight. Even with a renewed focus by Telstra, and an effective Government regulatory regime in place, it is expected that the full benefits would take some time to flow through in terms of dramatically improved outcomes. 
The Inquiry is confident that the critically important objective of improved network performance in regional, rural and remote areas will be achieved through the initiatives the Government has put in place. In particular the NRF, properly enforced and further refined, will force effective Telstra focus on, and investment in, its national network, and will deliver real benefits to regional, rural and remote consumers.

The real strength of the NRF lies in improving individual service reliability at Level 3, and in particular its emphasis on giving Telstra a strong incentive not to breach the required standards for individual services. However it will be important that the ACA maintains close monitoring at this level into the future, to ensure that Telstra has a strong incentive to comply. 

The Inquiry considers the NRF fully addresses the TSI recommendation for highly disaggregated monitoring and empowerment of the ACA to take effective enforcement action. As Level 3 of the NRF covers 7.7 million services rather than 71 000 distribution areas, the level of disaggregation under this framework is, in fact, much better than the TSI had envisaged. The Inquiry also considers the setting of requirements in relation to individual services, and the ability to take direct action in relation to individual problems, is positive.

The Inquiry does, however, have a number of comments about the NRF and suggestions for ‘fine-tuning’ it into the future. Firstly, in an overall sense, the NRF is focussing on recurrent faults. This is appropriate because recurrent faults are clearly the key problem for consumers, and addressing them should rightly be the first priority of the Government and Telstra. However there is currently no high level capacity within the framework to inform the public of the frequency of faults and where they occur. A requirement for such public reporting by Telstra would be useful—perhaps expressed as faults per 100 SIOs—and would most appropriately occur at Level 1, the FSA level. However the ACA should also have access to such information at Level 2, as required, to assist it to analyse the reliability of ESAs, and to identify problem areas for remediation. 

In relation to Level 2 processes, the Inquiry believes that the ACA should develop clear processes and guidelines for improving reliability at the ESA level. For example, it should develop clarity as to what it considers to be the ‘trigger points’ for remediation of ESAs. This would not only give greater certainty to the public about what level of reliability they can expect in their local area, but also would assist Telstra in planning its network rehabilitation programs to fit the NRF requirements. 

Level 2 reporting under the NRF—at the ESA level—will be critical for identifying and remedying poorly performing pockets of services in rural ESAs. In the normal course of events, it would be expected that ‘bedding down’ of the NRF, and identification and remediation of such exchanges under the NRF might take some time to take place. However there is a clear priority to quickly identify the worst performing ESAs in regional, rural and remote areas, and initiate action to get them upgraded. This would provide a rapid and important boost to network reliability.

There needs to be greater clarity at Level 3, in relation to such matters as what exactly consumers can expect when their service is ‘remediated’ to a higher level of reliability, and what action the ACA would take if ‘remediated’ services continued to experience faults. Again these are matters for ‘fine-tuning’ of the framework, once the ACA has some experience of how the NRF is operating. The first priority is clearly to get it up and running, and working in the best interests of consumers.

The Inquiry is encouraged by Telstra’s announcement of the RNT and the allocation of a further $187 million for network remediation in regional Australia. The Inquiry considers this expenditure will make a significant difference, because it is effectively focussed on particular problem areas rather than adopting the ‘broad brush’ approach of past Telstra rehabilitation strategies.

FINDING 2.6

In most regions faults per 100 services in operation in Telstra’s Customer Access Network have increased slightly, but overall fault levels remain broadly consistent with historical levels, and are reasonable. The evidence suggests there continue to be localised pockets of particularly fault-prone services, requiring specific attention from Telstra. The Government’s Network Reliability Framework (NRF), Telstra’s Rural Network Taskforce and other Telstra initiatives are expected to reduce fault levels with the full benefits following through over time.

RECOMMENDATION 2.9
To immediately target the worst performing Exchange Service Areas (ESAs) in regional, rural and remote Australia, the Government should require the Australian Communications Authority (ACA) to identify these ESAs as soon as possible after the Network Reliability Framework commences in January 2003. Telstra should then be required to provide a formal undertaking to the Government on its strategy for raising the performance of these ESAs. Telstra’s strategy should include specific timeframes and commitments of funding, and its implementation should be monitored and publicly reported by the ACA.

RECOMMENDATION 2.10

The Government should adjust and refine the Network Reliability Framework (NRF) as necessary over time to improve its operation. These refinements should include expanding the range of fault information provided under the NRF, and providing greater clarity for Telstra and regional, rural and remote consumers about strategies to improve reliability under the Framework.

Fault repair

Where faults occur, timeframes apply under the CSG (and USO) for their repair. These timeframes are shown in Table 2.10.

Table 2.10: Timeframes for the supply of repair of faults under the CSG (and USO)
Location
Fault type
Time for repair

(after report of the fault)

All
Administrative error by phone company, or phone company can correct fault without attending customer premises or undertaking external plant work
End of next working day

Urban
All other faults
End of next working day

Rural
All other faults
End of second working day

Remote
All other faults
End of third working 

Notes: Urban — > 10 000 population; rural—200–9999 population; remote—less than 200

Source: ACA, CSG Frequently Asked Questions

These have been the maximum repair timeframes since the CSG was established. As with connections times, there are variations in timeframes based on geography and demographics. The Inquiry would expect that faults are actually being restored in most instances in shorter times. 

Figure 2.6 shows Telstra’s performance, on a quarterly basis, in repairing faults, nationally, and in urban, rural and remote areas, since June 1998. 
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Source: ACA, Telecommunications Performance Monitoring Bulletin, June 1998–June 2002; Telstra, Inquiry communication
As Figure 2.6 indicates, Telstra’s performance in repairing faults against CSG timeframes is high, with all categories being above 80 per cent since the September quarter 2000 and generally above 90 per cent. Rural fault repair has been consistently above 90 per cent since the September quarter 2000. Remote fault repair performance has improved steadily from a low base and has been above 90 per cent since the September quarter 2001. Annualised (Appendix B) data shows a similarly strong performance. 

Extreme cases of non-compliance with the CSG repair timeframes.

Submissions suggest long delays in having faults fixed are still occurring. For example:

In Nov 2001 lightning caused some 45 houses to lose PSTN service for 9 days (average). A further outage, caused by water (from a major rainstorm) getting into a pit dug up to assist repair of the Nov 2001 fault caused another 5 day outage. The fault has yet to be finally cleared, since a temporary cable, slung between two fruit trees over 2 driveways, is only being addressed by the laying of new in ground cable works that started today (9 Oct 2002).

As with connection times, the TSI report expressed concern about extreme cases of non-compliance with the CSG repair timeframes. The monitoring and reporting arrangements discussed above will also apply to repair timeframes.

Interim services

As part of its response to the TSI report, the Government required Telstra to offer, and if accepted by the consumer, provide an interim or alternative service where it is unable to restore a service within five working days of the fault being reported. Where an interim service is accepted, Telstra must provide it within six, seven or eight working days of the original fault report. These arrangements came into force on 15 October 2001. Telstra has advised that it provided 1315 interim services under this requirement in 2001–02.
 Data on compliance with delivery timeframes is not currently available.

The Inquiry considers that this arrangement is a significant improvement in reducing the inconvenience to customers whose services are not repaired within the specified timeframes. The provision of interim services in these situations is a significant resource imposition on Telstra, and in the Inquiry’s view, provides a strong incentive for improvement in repair times, and minimisation of these additional costs. 

Nationally uniform repair timeframes

As with connection times under the CSG, a number of submissions expressed concern about the difference in repair timeframes between urban, rural and remote areas. The views generally were that other timeframes should be uniform or customers should not pay uniform charges. The issues raised by these claims have been discussed above in relation to connection times. While timeframes should be as uniform as possible, logistical and cost issues must also be considered. 

Working days versus calendar days

A number of submissions expressed concern that fault repairs were further delayed because the CSG was based on working days, not calendar days. As a result the fault repair time might be extended by two or even three days where a weekend and public holiday followed the reporting of a fault. For example:

Phones went out on Wed 24-4-02, the 2 business day guarantee saw that our service was guaranteed to be fixed by Mon 29-4-02 at 3pm. How is this you ask? Thursday was the 25-4-02, the ANZAC Day public holiday and therefore doesn’t count as a business day. Friday 26-4-02 is the first business day. Then the weekend comes along, and neither day counts as a business day. So Monday 29-4-02 is the second business day. This means Telstra is under NO obligation as per the USO to have our phone service repaired until 5 days later because of the current status of the USO. 
 

Given the remote repair timeframe is the third working day after a report, this could mean that any fault reported on a Wednesday, Thursday or Friday might not be repaired until the following week, a potential wait of up to five calendar days.

In its investigations into the supply of services to the Boulding family, the ACA recommended that the replacement of working days by calendar days in the CSG standard should be considered.
 

The Inquiry considers there would be obvious benefits in CSG repair timeframes being counted in calendar rather than working days. At the same time the Inquiry recognises that there are significant work process issues for Telstra and other service providers in moving to such arrangements. 

Telstra already provides for the repair of priority services on non‑working days under new priority assistance arrangements. Under these arrangements those with life-threatening medical conditions can have their services restored in 24 hours—or 48 hours in remote areas—including on non-working days. Telstra has also advised that it is making changes to its work scheduling practices to give priority on Mondays to repair services reported faulty before the weekend.
 A longer-term solution would appear to require significant changes to staffing and rostering practices, which in turn involves industrial relations issues for Telstra.

Telstra’s work management systems

Another common theme noted by the TSI report was delays in fault repairs attributed to Telstra’s work allocation systems:

…jobs did not appear to be allocated logically and technicians often lacked information about service history.
 

This is also the theme in a number of submissions to the Inquiry. For example:

One improvement would be to have technicians located locally to spend more time on service, instead of spending more travel time than time spent on the job to be performed.

When I recently had difficulties with my telephone line the technician came from Proserpine which is about 3-4 hours drive from here. Apparently the technicians from Sarina (1 hour) and Mackay (2 hours) were all busy. I found this very worrying because there was not a major flood or other disaster, which often occur in our area during the wet season. If the local crew were not able to cope during relatively quiet time then I cannot see how they could cope during floods or cyclones.

There are many similarities between this issue and that of coordination in the connection of services discussed above. 

Telstra has recognised that its workforce management databases, Service*Plus and Director, have contributed to some of the problems discussed in the TSI report. To that end Telstra has advised that it is developing a new computerised work management system, FuturEDGE, that will be able to better map skills to jobs and calculate work times. FuturEDGE will also contribute to Telstra meeting requirements under the new priority assistance arrangements. Pilot implementation of FuturEDGE commences in December 2002, with deployment throughout 2003. 

Telstra has also advised of a number of other improvements to its work practices that are likely to improve service restoration times. These include:

· changing the way fieldwork calendars are managed to improve fault rectification times;

· using a national fault management display system to manage fault restoration targets for special services;

· providing more information to field staff by use of CDMA mobile phones that can interact with FuturEDGE and other Telstra platforms;

· introducing quality plans for all regions and the implementation of strategies to improve performance;

· introducing Total Productive Maintenance to improve CAN performance;

· developing a solution to current failures of auto-activated services;

· reducing the number of unproductive service trips that are made by Telstra staff;

· increasing the number of potential reactive faults reported by staff and repairing before customers are impacted; and

· investigating ways to reduce ineffective fault clearances.

FINDING 2.7

Compliance with the CSG timeframes for fault repair is high, with rural and remote performance exceeding urban performance. The provision of interim services where repair is delayed provides regional, rural and remote consumers with additional reassurance. Ongoing effort needs to be put into improving processes to expedite the repair of faults.

Appointment keeping

As with connections and fault repairs, appointment keeping is subject to CSG requirements and auto-payments. If a phone company gives a customer an appointment for connecting or repairing a service, then the appointment period must be no longer than five hours. The phone company must keep this appointment unless it gives the customer reasonable notice. The company has a 15 minute grace period if the appointment period is four hours or less. An extra 45 minutes grace period is allowed where the technician must travel long distances for an appointment at a premises in a community of under 2500 people. 

Appointment keeping was not raised as a significant concern in the TSI report, but a small number of individual submissions to the Inquiry did express concerns. For example:

All up there were five missed appointments, two appointments when technicians attended but failed to fix the problem, and the final appointment. This meant I was required to stay home on eight separate weekdays, each time for a period of five hours. The amount of time I spent waiting translates into hundreds of dollars in lost earning capacity. 

Telstra awarded me compensation under the CSG for four missed appointments a total of $48.

Table 2.11 shows Telstra’s performance in meeting the CSG appointment keeping requirements nationally and by region.

Table 2.11: Percentage of Telstra appointments kept, 2001–02

National
Urban
Rural
Remote

93%
93%
94%
71%

Source: Telstra, Inquiry communication
Regional differences in appointments are reasonable taking into account logistical considerations. National, urban and rural performance is high, but Telstra’s performance at keeping appointments drops dramatically when its staff travel to remote areas.

Telstra could also look at ways of reducing the impact of delays. For example, it is understood that Telstra seeks to make contact with persons waiting for appointments by mobile phone or alternative service where this is possible.

Priority assistance

While access to reliable fixed telephone services is a high priority for Australians generally, it is particularly important for individuals who may be suffering a life-threatening medical condition, and who may require urgent medical attention.

The TSI report noted that priority assistance was available in certain circumstances but found inadequate levels of awareness existed regarding such services. It recommended that carriers improve the level of information available to the public about these services, including the process and eligibility criteria for gaining priority status.
 

As a part of its response to the TSI report, the Government required Telstra to provide interim services as soon as practicable to customers who require access for emergency-related reasons. The ACA started work with the industry on eligibility criteria and the provision of customer information. 

Following the death of Sam Boulding in February 2002 and the ACA’s investigation into the supply of the telephone service to the Boulding family, the Government imposed strict priority assistance requirements on Telstra. Telstra must now provide eligible priority customers with connections, fault repairs or interim services within 24 hours, or 48 hours in remote areas. Where priority customers experience two or more reported faults in a three-month period, the service must be investigated and remediated if necessary. Priority customers who default on payment are subject to specialised credit management processes, to ensure they always retain access to emergency service calls. Telstra must provide comprehensive public information to ensure eligible customers and doctors are informed of priority services. Changes are also being made to Telstra’s customer management and other systems to support priority service delivery. 

The Government has asked the ACA to oversee the development of an industry-wide approach to providing priority services, and this matter is being considered in the ACIF. All eligible consumers already have access to priority assistance services via Telstra.

Telstra implemented temporary priority assistance arrangements in March 2002, pending final arrangements which came into effect in September 2002.

Telstra has reported that, between 1 May and 28 June 2002, 99.9 per cent of priority activations and restorations met the 24 and 48 hour response timeframes. From 4 April to 28 June 2002, of the approximately 21 000 tagged priority assistance services, 8082 services received priority assistance restoration and 1920 services received priority assistance activation. 

TEDICORE has expressed concern about the suitability of interim services for some people with disabilities.

FINDING 2.8

Priority assistance services now available to consumers with pre-diagnosed life-threatening medical conditions exceed those available when the TSI reported. The arrangements put in place by the Government and Telstra are comprehensive and sensible, and will reassure those in regional, rural and remote communities who face a possible emergency medical situation.

CUSTOMER SERVICE, COMPLAINTS AND COMPLAINT HANDLING

Customer service, complaints and complaint handling relate to all aspects of a provider’s business. The discussion here relates specifically to fixed phone services. Chapter 7 includes a more general discussion of the issues.

The TSI identified a number of issues in relation to customer service, in particular the need for greater engagement with customers, greater customer control of their interactions, greater understanding from front-line staff, and greater responsibility in helping customers get the most from their services. In relation to regional customers, the TSI saw many of these issues being addressed through the creation of TCW. The effectiveness of TCW in this regard is discussed in Chapter 8. Reforms to the operation of Telstra call centres are also important.

Concerns similar to those recorded in the TSI report have been expressed in submissions to the Inquiry. These include front-of-house staff unable or unwilling to help, no records of previous calls being kept, providing inappropriate solutions, or rudeness and unhelpful responses. For example:

A third area of concern is the misinformation given by Telstra staff in response to various enquiries… Another example involves a telephone fault at our local nursing post. The services officer in this case advised the Nursing Post staff to use her mobile phone. When the customer explained that mobile phones don’t work in Yalgoo, the customer service officer assured her that CDMA phones worked in Yalgoo.
 

Poor customer service is generally manifested in complaint levels, which in turn raises questions about complaint handling. Telecommunications consumers are generally encouraged to resolve their complaints directly with their service providers. In this respect TCW has become another generally welcome mechanism for raising concerns and complaints with Telstra. If they are unable to obtain satisfaction from their provider, consumers have access to the TIO, or ultimately general consumer protection through the courts. Complaints and enforcement are discussed in more detail in Chapter 7.

Information on complaints to Telstra is set out in Table 2.12. This shows the number of complaints per 10 000 transactions of that type. This complaint information is not disaggregated on a regional basis.

Table 2.12: Telstra complaints per 10 000, 2000–01 and 2001–02


2000-01
2001-02


Sep
Dec
Mar
Jun
Sep
Dec
Mar
Jun

Provision of service
9.0
9.0
4.0
1.9
2.1
2.0
2.0
1.9

Fault repair
75.0
75.0
79.0
80.0
98.0
111.8
150.0
130.0

Customer transfers
10.0
10.0
19.0
17.0
6.0
7.0
6.0
4.0

Credit control
2.0
1.9
1.4
0.7
1.0
1.2
1.0
1.0

Billing
7.9
3.7
4.0
3.6
3.6
3.4
3.7
3.6

Notes: All numbers are complaints per 10 000. Data only collected since September 2000. 

Source: ACA Performance Bulletins

In four of the five categories, complaint ratios have decreased over the past eight quarters and stabilised at a low level. Complaints about fault repair have been historically high and have increased, particularly in 2001–02. Telstra has advised that complaints about faults, not surprisingly, reflect increases in the incidence of faults and the use of MSDs. For example, in the March quarter 2002, faults increased and repairs were delayed in NSW due to bushfires and heavy rains.

Table 2.13 shows complaints to the TIO about fixed services for all fixed service providers, not just Telstra. Such complaints generally reflect a failure by the customer to resolve his or her concerns with the service provider. Again, the information is not available on a regional basis

Table 2.13: Fixed telephone issues handled by the TIO, key categories, 1997–98 to 2001–02

Type of complaint
1997–98
1998–99
1999–2000
2000–01
2001–02

Billing
12 842
16 199
11 408
15 996
15 046

Customer service
708
1207
3882
11 486
6703

Provision of services
4522
7823
9183
7900
2775

Faults
3494
5560
5510
4060
3508

Customer transfer
3357
5169
8258
11234
4819

Credit control
3258
4679
5792
7556
2374

Other
2794
3580
3295
2140
5078

Totals
30 975
44 217
47 328
60 372
40 303

Notes: TIO billing complaints data includes complaints relating to mobiles which have been excluded from figures above

Source: TIO, 2000, 2001 and 2002 Annual Reports and www.tio.com.au, viewed 24 October 2002

As a result of a spike in the number of complaints to the TIO in the December 2001 quarter regarding carrier complaint handling, the ACA conducted an inquiry into compliance by eight service providers with the ACIF Complaint Handling Code. The ACA identified a number of improvements that could be made to the code and to providers’ complaint handling practices. These have been raised with ACIF and specific providers.

The lack of regional data prevents any definitive conclusions being drawn about complaint levels in regional Australia and the handling of these complaints. To the extent that national level data can be considered indicative, the total complaint level has been fairly consistent since 1997–98 except for the spike in 2000–01, which may be attributable to One.Tel and local call competition. While total issues decreased in 2001‑02, total issues for both Telstra and Optus did increase in the same period. Of Telstra’s 25 077 complaints (fixed service, mobile and Internet), it is worth noting that 92 per cent were resolved at the lowest level, Level 1, which does not involve an investigation process.

Complaints are a perennial issue in service industries. Increases in complaints may have many causes, including increased consumer awareness of their rights. The Inquiry considers there is a strong industry commitment to address complaints, as illustrated by its Complaint Handling Code and the TIO. Given TIO charges for handling complaints, providers have a strong incentive to minimise complaints. Both the TIO and ACA are undertaking detailed monitoring. Consumer organisations are also acting as watchdogs. The Inquiry is satisfied that adequate arrangements are in place to deal with complaints. Telstra initiatives such as TCW, improvements in coordination, FuturEDGE and changes to the operation of call centres should further improve consumer satisfaction. 

SPECIAL NEEDS

People with disabilities

The TSI’s finding and recommendations in relation to people with disabilities were generic in nature, rather than specific to regional Australia. 

The TSI found that ‘many people with disabilities lack the awareness or training to make use of equipment or services available to meet their needs’.
 Amongst other things, TSI Recommendation 14 provided that additional resources be made available to assist people with disabilities participate in industry processes and conduct public awareness raising activities. Such funding has been provided by the Government. TSI Recommendation 16 was that a training program for users of TTYs be incorporated into the NRS. Following a review by DCITA, a grant was made to the Australian Communication Exchange to conduct a TTY training program as part of the NRS. 

A range of other matters was raised by representatives of people with disabilities in their submissions. Again, these are generally national rather than regional issues and go beyond the scope of this Inquiry. Where they are regional in nature, such as equipment delivery, repair arrangements and the use of WLL, they are dealt with in the report in the most appropriate context. The broader issues raised in these submissions should be referred to the Minister for consideration as part of existing processes.

Remote Indigenous communities

Poor access to telephone services either by way of residential phone services or payphones for Indigenous communities was a key finding of the TSI report. The TSI questioned whether the USO was meeting the particular needs of remote Indigenous communities.
 The TSI recommended consideration be given to establishing a specific scheme to source basic and advanced communications services for remote Indigenous communities.
 

In response to the TSI report the Government undertook to improve access to payphones. It also conducted a strategic study into improving telecommunications service levels generally in remote Indigenous communities. The study resulted in the TAPRIC. These two initiatives are discussed in detail in Chapter 5.

000 emergency services

Given past concerns in regional Australia about the adequacy of arrangements for handling 000 calls, the Inquiry has also examined this matter. In the past there have been community concerns where calls intended for a particular locality in Australia have been directed to emergency services in another locality with the same name. A number of incidents were reported in 1998–99, for example, involving towns named Windermere and Longford in both Tasmania and Victoria.

Telstra advises that the emergency call service does not differentiate between rural and urban locations. All 000 calls nationally are sent on protected routes that are dedicated to 000 calls only. For example, both rural and urban callers who dial 000 will be connected to a Telstra emergency call operator in Melbourne or Sydney. When a call is received, location information is available to the operator. For calls that are made using a fixed phone, the operator identifies the emergency service organisation (ESO) that is closest to the caller on the basis of postcode. For calls that are made using a mobile phone, the emergency call person receives mobile origin location information (MOLI) that identifies the standardised mobile service area that the caller is in. The caller is asked which ESO is required. The operator then connects the call as per the caller’s request. Call data is sent via a data gateway to the particular ESO nominated. Once voice contact is made with the ESO, the 000 operator disconnects from the call. 
INTERNATIONAL COMPARISONS

The Inquiry has attempted to compare Telstra’s performance as the Primary Universal Service Provider with that of carriers in reasonably equivalent markets overseas. However there is only a limited amount of data available on this issue. The most recent Organisation for Economic Cooperation and Development (OECD) Communications Outlook makes the relevant comment that, ‘Quality of service (QoS) indicators continue to be important in evaluating market performance in the telecommunications service sector. However, in many cases, indicators of QoS are not internationally comparable’.
 Further, Telstra’s submission states that:

…given the different QoS regimes operating in countries around the world, and different local conditions prevailing in each of the countries, Telstra found that meaningful comparisons of performance are not possible.

The Inquiry tends to agree with these statements. 

The Inquiry considers that regional Australians are more interested in the relative performance of regional and metropolitan Australia, rather than regional Australia’s performance relative to regional areas in other countries.

The most recent comprehensive set of QoS measures can be found in the OECD Communications Outlook 2001. Unfortunately, the most recent data are from 1999. This shows that Australia’s telecommunications performance is comparable or better than most member countries of the OECD. The available evidence from Australia suggests further improvements since 1999, so the Inquiry considers Australia’s overall performance continues to be comparable to most countries in the OECD.

PAYPHONES

INTRODUCTION

With high rates of connection for fixed telephone services in Australian residences and businesses and the rapid take-up of mobile telephone services, payphones might appear to have a lesser role to play in Australian communications than in the past. Nevertheless, the Inquiry believes they are still an essential part of telecommunications in Australia, particularly for low-income earners, itinerant workers and Indigenous Australians. Around 272 million calls originated from Telstra-operated payphones alone during 2001–02. This included more than 700 000 ‘000’ emergency calls.
 According to the ACA, remote Australians were more frequent users of payphones than urban and rural Australians.
 

The TSI identified three main areas of concern in relation to payphones—payphone availability, reliability and access for people with disabilities. However, the TSI did not make any general recommendations on these issues. The TSI also highlighted payphones as being particularly important in Indigenous communities and that many Indigenous communities lacked this basic form of telecommunications.
 The TSI’s Recommendation 17 on Indigenous telecommunications was directly relevant to this matter.

The Inquiry has received few submissions on payphone issues.
 Again, the key issues raised have been availability, including siting and reliability. Concerns have also been expressed about payphones not giving change and, from the industry perspective, competition issues.

AVAILABILITY AND SITING OF PAYPHONES

Payphone supply

As with other telecommunications activities, the provision of payphones is fully open to competition. Around half Australia’s payphones are ‘customer-operated payphones’, operated by persons other than Telstra. The other half are operated by Telstra, which, under the USO, is required to make payphones reasonably accessible to all Australians wherever they live or do business. Telstra takes into account the availability of customer-operated payphones in fulfilling its USO requirements.

Optus has been providing payphone services as part of the Northern Territory Government’s Electronic Outback Program. Tritel has been rolling out payphones through metropolitan areas and regional centres, especially in shopping centres. Other businesses and organisations (e.g. clubs and hotels) sometimes provide one or two payphones, usually blue or gold phones, as a service to their clients.

Customer-operated payphones are an important part of payphone service provision. The Payphone Industry Association (PIA) commented on difficulties facing this sector of the industry:

To maintain a viable payphone service in Australia the privately operated payphones must continue and be encouraged. After all, they do represent over 50% of the installed payphone base. If they are not encouraged, Australia will end up with a third world payphone service. Under the current pricing and competitive regime, service levels will deteriorate. It will also mean that the barriers to entry will remain and the public will be denied a vital service.

The PIA expressed particular concern about margins being squeezed by the 40 cent cap on local Telstra payphone calls, and the loss of revenue due to the use of calling cards and free-to-caller calls. 

Payphone numbers

Table 2.14 shows payphone numbers since 1996–97.

Table 2.14: Number of payphones in operation


1996–97
1997–98
1998–99
1999–2000
2000–01
2001–02

Telstra-operated payphones
37 362
36 760
36 421
36 333
35 151
33 778

Teletypewriter payphones
70
71
88
145
161
171

Customer-operated payphones
44 335
42 019
42 432
41 659
39 757
36 875

Other
-
-
-
-
-
886

Total
81 697
78 850
78 853
78 140
75 069
71 710

Notes: ‘Customer-operated payphones’ numbers are based on payphone access lines (PALs) provided by Telstra Wholesale. The ‘other’ category comprises 886 payphones operated by Optus and members of the PIA who operate multiple phones. Some of these PIA payphones may use PALs and there appears to be an overlap of around 74 payphones with the ‘customer-operated payphones’ category.

Sources: ACA, Telecommunications Performance Report 2000–01, November 2001, p.56; Telstra, Inquiry communication; ACA, Inquiry communication; and PIA, submission p.1.

Telstra-operated payphones use cards and coins (94 per cent), cards only (less than three per cent) and coins only (less than three per cent). Telstra payphones utilising cards, known as Smart Payphones, have a higher degree of functionality. 

As Table 2.14 shows, the number of payphones, both customer‑operated and Telstra‑operated, has been declining over the past five years. There are currently 71 710 payphones in operation in Australia, compared to the 78 140 in 1999–2000, as reported by the TSI in 2000. This is a decrease of 6430 payphones or eight per cent across Australia in two years. The growth in mobile phones and increased mobile phone coverage are two of the reasons given by Telstra for this decline. Telstra also claims that the decline in its payphone numbers can be attributed to the increase in competition from alternative payphone providers and a rationalisation of Telstra’s older payphones.
 

That the rate of decline in customer-operated payphones has exceeded the rate of decline in Telstra-operated payphones tends to suggest a decline in payphone demand and profitability. The PIA notes that many customer-operated payphones have reached the end of their technical lives, and are not being replaced.

International comparison

Telstra has further claimed the decline in the number of payphones in Australia reflects a trend in some other developed nations. For example, Telstra advises that the number of payphones in the USA decreased by nearly 30 per cent since 1996, from 2.6 million to 1.9 million. Telstra also claims that in late January 2002 British Telecom announced plans to cease installing new payphones due to falling usage.

Table 2.15 compares payphones per 1000 inhabitants in seven countries including Australia. Australia’s per capita ratio of payphones appears to fall somewhere in the middle of the range. Table 2.15 also shows that while payphones per 1000 people have decreased in Australia the decrease has been greater in Switzerland, the USA and Canada.

Table 2.15: Payphones per 1000 inhabitants, 1999–2000


NZ
UK
Australia
Canada
Singapore
USA
Switzerland

1999
1.32
2.55
4.16
5.86
5.65
6.61
7.33

2000
-*
2.54
4.07
5.59
-*
6.25
6.25

Notes: * 2000 payphone data not available for NZ and Singapore

Source: ACA, Telecommunications Performance Report 2000-01, p.56 and ACA, Inquiry communication

Distribution of payphones

Table 2.16 shows the distribution of payphones across urban, rural and remote Australia and the net change in numbers. 

Table 2.16: Net movement in Telstra-operated payphones by region, 2001–02


Telstra-operated
Customer-operated



Number at 30/06/01
Number at 30/06/02
Net Movement
Number at 30/06/01
Number at 30/06/02
Net Movement
Total

Urban
24 891
23 482
-1409
30 982
28 625
- 2357
-3766

Major Rural
3690
3643
-47
3920
3692
- 228
-275

Minor Rural
5386
5421
35
4218
3967
- 251
-216

Remote
1184
1232
48
637
591
- 46
2

Total
35 151
33 778
-1373
39 757
36 875
-2882
-4255

Source: Telstra, Inquiry communication

This table shows the majority of payphones withdrawn from operation in 2001–02 were taken from urban areas, 1409 by Telstra (5.6 per cent of its previous year’s urban total) and 2357 by individuals or businesses (7.6 per cent of their previous year’s urban total). There was actually a net increase in Telstra-operated payphones across minor rural and remote categories. At the same time, customer-operated phones declined in these areas.

The Country Women’s Association of Victoria noted that the removal of public phone boxes from some needy areas of small towns was seen to be creating a further hardship.

The decline in the number of payphones should also be considered in terms of payphone sites. Second or subsequent payphones may be removed from multi-phone sites while still leaving a payphone service there. For example, Telstra estimates the actual decline in Telstra sites in 2001–02 was around 600, compared to the decrease in Telstra-operated payphones of 1373. 
 Telstra has not provided a geographical distribution in relation to sites.

Submissions

The Consumers’ CTN noted that payphones continue to be important for many people, as well as being useful for the rest of the population, even though mobile use has increased dramatically. CTN does: 

…not accept the proposition that there is less need for payphones due to the increasing prevalence of mobile phones.

The Aboriginal and Torres Strait Islander Commission (ATSIC) reiterated the view put to the TSI that payphones are particularly important in remote Indigenous communities because of low levels of residential telephone ownership.

The ACA’s 2002 Telecommunications Customer Satisfaction Survey provides an interesting perspective on payphone use. When survey participants were asked why they had made their last call from a payphone:

· 33 per cent said they used a payphone because they were ‘on the road’ and either did not have their mobile with them or did not own one;

· 24 per cent said it was because their mobile had a flat battery; 

· 14 per cent said they were on holidays or away from home; and 

· seven per cent used a payphone because they were out of mobile service area.
 
CTN noted in its submission that Telstra does not provide readily accessible information on how communities can apply for a Telstra-operated payphone to be installed, or on the criteria Telstra uses to judge whether a payphone, under the USO, should be installed at a particular location.
 

The criteria for the installation of payphones are broadly stated in Telstra’s USO Standard Marketing Plan.
 It is considered that these criteria are not sufficiently clear and detailed to enable communities to really understand their rights in this area. The Inquiry is also concerned that the criteria themselves may not be fully appropriate, placing too much weight on the profitability of payphones. One reason that payphones are included in the USO is that they are recognised as a universally required service that may often be loss-making. Telstra needs to provide better information on its payphone policy, including how to apply for a payphone and the criteria it uses to assess applications, to both consumers and its own call centre staff. Telstra’s processes and decisions in relation to providing payphones need to be more transparent.

According to Telstra, it approved 788 out of 1091 applications (72 per cent) for a payphone in 2001–02.

RECOMMENDATION 2.11

Telstra should be required to better inform the public about its policies for providing payphones, including ensuring that criteria for providing payphones are clearly and simply stated. Telstra’s criteria and processes for payphone installation decisions should be reviewed by the Government. The Government should establish a clear policy on future payphone availability.

The CTN also expressed some concern that the location of Telstra payphones in communities is not well promoted, and that more could be done to inform communities of the whereabouts of these important facilities. This is a valid concern and could be addressed by Telstra quite readily by better information provision, perhaps online or through local telephone directories. 

RECOMMENDATION 2.12

The sites of Telstra-operated payphones, together with the numbers of payphones at each site, should be made publicly and readily available. Consideration should be given to including payphone locations at least in local telephone directories in regional areas.

PERFORMANCE IN INSTALLING PAYPHONES 

Like other USO services, payphones are subject to installation timeframes that Telstra, as the universal service provider, must meet. These timeframes are longer than those applying to fixed telephony services because of additional planning and logistical considerations (e.g. local government approvals and provision of power). As with fixed telephony connection timeframes, there are geographical variations in connections times, again reflecting logistical considerations. Table 2.17 shows the timeframes and Telstra’s performance in meeting them.
Table 2.17: Telstra’s payphones installed within timeframes 2001–02

Within 4 months
Within 6 months
Within 12 months

92%
98%
99%

Notes: Four months is the timeframe for installations nationally where there is readily available infrastructure, and in urban and major rural areas where there is no readily available infrastructure. Six months is the timeframe for installations in minor rural areas where no infrastructure is readily available. Twelve months is the timeframe for installations in remote areas where no infrastructure is readily available.

Source: Telstra, Inquiry communication
The Inquiry understands Telstra has committed to reducing the installation timeframes for installing Telstra-operated payphones in:

· areas with readily available infrastructure from four months to three months;

· urban and major rural areas without readily available infrastructure from four months to three months; and

· remote areas without readily available infrastructure from 12 months to nine months.

PAYPHONE CHARGES

Payphones, like fixed telephony services, are subject to price control. The price controls impose a maximum price of 40 cents for local calls from payphones. 

There has been no increase in the price of a local payphone call since 1994. The PIA notes that this is putting pressure on payphone providers.
 The Inquiry is advised that the ACCC has been asked to examine access arrangements relating to the payphone industry. The Inquiry recognises there may be a tension between the need for payphone providers to have an adequate financial incentive if they are to provide services, and the need to keep prices affordable for low income earners. 

Long-distance calls from Telstra-operated payphones are priced uniformly on a national basis.

One submitter complained that Telstra payphones do not give change. This is an issue previously identified by the ACA and raised with the TIO. This minor issue can be addressed through consumer education, as the ACA is doing.

PAYPHONE RELIABILITY AND FAULT REPAIR
The reliability and repair of Telstra payphones are reported on quarterly in the ACA’s Performance Monitoring Bulletin. The ACA does not report on customer-operated payphones or payphones provided by alternative payphone providers. Disaggregation on a metropolitan and regional basis is limited.

Table 2.18 provides key quarterly data on payphone reliability and repair for 1999–2000 to 2000–02.

Table 2.18: Telstra payphone reliability and fault repair, 1999–2000 to 2001–02

Financial year
1999–2000
2000–01
2001–02

Qtr ending
Sep
Dec
Mar
Jun
Sep
Dec
Mar
Jun
Sep
Dec
Mar
Jun

Payphone availability (%)

National
98
98
98
98
98
98
97
98
98
98
98
99

Trouble reports per unit per month

National
1.2
1.4
1.6
1.4
1.2
1.1
1.0
0.9
0.8
0.8
0.9
0.8

Average hours Telstra takes to clear a fault

National
34
20
29
29
24
28
33
31
28
32
28
28

Source: ACA, Telecommunications Performance Monitoring Bulletins, September 1999 – June 2002

As indicated, the reliability of Telstra-operated payphones and Telstra’s performance in repairing faults has been reasonably consistent over the past three years, with the trend being one of gradual improvement

Since June 2001, the average number of trouble reports for each Telstra-operated payphone nationally has been less than one per month. On average, each payphone in an urban area has 0.97 trouble reports, while the figure for rural payphones is 0.37 and that for remote payphones is 0.28 trouble reports.
 Given payphones are public facilities, it is recognised that there are special considerations, like susceptibility to vandalism, that affect their reliable operation.

Nationally, average fault repair time has been fairly stable. Some notable improvements have been made in Western Australia and South Australia, with average repair times falling from peaks of 44 hours and 41 hours in March 2001 to 31 and 35 hours respectively in June 2002.

When a payphone does experience a fault, once notified, Telstra is required under the USO to use reasonable endeavours to fix the fault within specified timeframes. Table 2.19 shows Telstra’s performance in this regard.

Table 2.19: Percentage of Telstra payphone faults repaired within standard marketing plan specified timeframes 2001–02

Geographic Area
Urban
Rural
Remote

Timeframe
One day
Two days
Three days

Performance
67.6
69.5
51.8

Source: Telstra, Inquiry communication 

While Telstra’s overall average times for repairing payphones are improving, it is clear that its performance in complying with USO timeframes, is not good, especially in remote areas. The Inquiry accepts that there are logistical difficulties in getting to many remote payphones, and that vandalism may make timely repairs difficult in some circumstances. Nevertheless it considers that Telstra needs to improve its performance in this area.

RECOMMENDATION 2.13

Telstra should report as soon as possible to the Government on the causes of low levels of performance in meeting payphone repair timeframes, and put forward a strategy for raising performance to an acceptable level.

CUSTOMER SATISFACTION AND COMPLAINTS
According to the ACA’s Telecommunications Customer Satisfaction Survey, net household satisfaction with payphone usage was around two-thirds, and this represented a decline of 12 per cent on the previous year. However, remote households, who use payphones more frequently, were more likely to be satisfied.
 

In 2001–02 Telstra received 876 complaints relating to payphones, 412 of which related to faults.

Table 2.20: Number of complaints made about payphones to Telstra

Complaints
Total

Faults
412

Policy (Privacy and Refunds)
101

Product Quality
72

Damage
71

Sales/After Support/Service Order Provisioning
63

Billing
56

Personnel
35

Access to Telstra 
24

Pricing
22

Changes Made/Not requested
16

Customer Churn
4

Appointment Total
0

Credit Management
0

Marketing
0

Total
876

Source: Telstra, Inquiry communication

The TIO reports that complaints relating to payphones are declining, largely as a result of the increase in mobile phone usage.
 The TIO dealt with only 37 complaint issues relating to payphones in 2001–02, representing just 0.1 per cent of all telephone service issues. The majority related to faulty payphones and failure to redeem unused coins.
 This is consistent with payphone complaints to the TIO in 2000–01.

PEOPLE WITH DISABILITIES

Telstra must also take the needs of people with disabilities into account in providing payphones. This includes, for example, providing public TTY payphones as well as ones accessible to people in wheelchairs. Concerns noted by the TSI in this area were largely generic, rather than regional in nature. 

TEDICORE noted a number of persistent concerns for people with disabilities in relation to payphones, including height problems for people with limited upper mobility, the use of cut-away phone booths for white cane users, the lack of TTY payphones, and limited volume controls. TEDICORE also expressed concern about the lack of consultation in this area.

Telstra advises that TTY payphones are located, following consultation with representative groups such as the AAD, inside private or government owned sites. Shopping centres and similar publicly accessible buildings such as hospitals, transport centres, libraries and airports often host a TTY payphone.
 The number of TTY payphones is small but has been steadily increasing.

Table 2.21: Number of TTY payphones in operation, 1996–97 to 2001–02

1996–97
1997–98
1998–99
1999–2000
2000–01
2001–02

70
71
88
145
161
171

Source: ACA, Telecommunications Performance Report 2000-01, November 2001, p.56 and Telstra, Inquiry communication 

Telstra has advised that as at October 2002 it had 178 TTY payphones in operation.

Consistent with demand, the majority of TTY payphones are in metropolitan areas. Around 20 per cent of the 178 TTY payphones are located in regional areas and usually in large regional centres such as Tamworth, New South Wales (2), Bendigo, Victoria (1) and Townsville, Queensland (3). All Telstra Smart Payphones can have TTY hardware fitted, but site selection is based on a range of factors, including need and security.
 

Telstra has advised that, ‘competition at some commercial shopping centre locations from private payphone operators has meant that some TTY payphones in those sites have been removed or relocated to other areas.’
 This was also raised by TEDICORE:

The roll-out [of TTY payphones] is slow and compromised by private companies installing payphones in shopping centres at lower cost. This means that Telstra removes its own payphones including those with TTYs.

In its submission the PIA stated that: 

…[a]ll Tritel payphones are mounted at wheelchair accessible height and all have a long handset cord with hearing aid coupler.

Telstra advised that it aims to ensure that all its payphones are mounted at a height which is generally accessible to children and adults sitting or standing. It also advised that complaints about cut-away phone booths are investigated on a case-by-case basis, and are generally the result of changes to payphone surrounds.

The Inquiry is concerned by the possibility that competition in the supply of payphones may be reducing access to TTY payphones. It is also concerned that there may be persistent difficulties being experienced by people with disabilities with other payphone issues.

RECOMMENDATION 2.14

The Government should review the provision of payphone services to people with disabilities. In particular it should take steps to ensure that competition in the supply of payphones does not impact adversely on access to TTY payphones.

REMOTE INDIGENOUS COMMUNITIES

The TSI recognised that payphones play an important role in remote Indigenous communities. In response to the TSI report, the Government undertook to work with Telstra to improve payphone availability under the USO. This program is discussed in Chapter 5.

INQUIRY’S ASSESSMENT

Given the high rates of household and business connections for fixed telephone services and the growth in mobile phone usage, the need for payphones in some areas may be lessening, and some reduction in the number of payphones is reasonable and to be expected. This appears consistent with trends in other comparable countries. 

Nevertheless, there is an important ongoing role for payphones across Australia. This is particularly so where mobile coverage does not exist and for communities where fixed telephony connections are low (e.g. Indigenous communities). This view is reinforced by the large number of calls still made from payphones, including ‘000’ emergency calls. 

From data provided to the Inquiry it appears rural and remote areas are faring better than urban areas retaining their number of Telstra-operated payphones. 

On the basis of national data, Telstra’s performance in repairing payphones has been steady. However the Inquiry is concerned that Telstra’s compliance against USO repair timeframes needs improvement, particularly in remote areas.

The Inquiry also notes that lack of data about the location of payphones has prevented a fully effective assessment of the overall adequacy of payphone provision. The need for payphones in communities is affected by factors such as the level of fixed telephone connections and the availability of mobile services.  There needs to be a better focus on such issues in any revised criteria for providing payphones. 

FINDING 2.9

Despite the decline in the number of payphones, Telstra operated payphones under the universal service obligation still play a very important role in enabling equitable access to telephone services. Telstra has maintained the number of payphones in regional, rural and remote areas in recent years. However there are a number of areas of payphone provision and maintenance where improvements need to be made.

SUMMARY OF FINDINGS AND RECOMMENDATIONS ON FIXED TELEPHONE AND PAYPHONE SERVICES

FINDING 2.1

Basic telephone services are readily available to Australians and there is a high rate of connections. Telstra has undertaken further substantial improvements to the availability of enhanced telephone features over its network, and the number of customers without access to these services, as a proportion of the total customer base, is small. While desirable, the Inquiry does not consider these services essential to be provided universally. 

FINDING 2.2

The arrangements Telstra has in place to provide customer premise equipment to people with disabilities in regional areas are generally adequate. Telstra has made a strong effort to meet the needs of people with disabilities. There are some policy and operational issues which the Government and/or Telstra need to examine. Meaningful consultation with people with disabilities is important to this process. 

FINDING 2.3

The universal service obligation (USO) contestability pilots have not yet delivered competitive outcomes, suggesting any further Government action in this area should be carefully considered and any additional resources well justified. As a matter of principle, USO contestability is supported, but further work is needed to validate its practical utility.

FINDING 2.4

Telstra’s performance under the Customer Service Guarantee in providing connections in regional, rural and remote areas is high and has been steadily improving. Performance in rural and remote areas has been comparable to, or exceeded performance in urban areas. This performance needs to be viewed in the context of the length of the connection timeframes for minor rural and remote areas, which are still very long.

FINDING 2.5

New Telstra pricing packages, such as Wide Area Call and Regional Call, have improved consumers’ options, but are not well promoted by Telstra or widely understood by regional consumers.

FINDING 2.6

In most regions faults per 100 services in operation in Telstra’s Customer Access Network have increased slightly, but overall fault levels remain broadly consistent with historical levels, and are reasonable. The evidence suggests there continue to be localised pockets of particularly fault-prone services, requiring specific attention from Telstra. The Government’s Network Reliability Framework (NRF), Telstra’s Rural Network Taskforce and other Telstra initiatives are expected to reduce fault levels with the full benefits flowing through over time.

FINDING 2.7

Compliance with the Customer Service Guarantee timeframes for fault repair is high, with rural and remote performance exceeding urban performance. The provision of interim services where repair is delayed provides regional, rural and remote consumers with additional reassurance. Ongoing effort needs to be put into improving processes to expedite the repair of faults.

FINDING 2.8

Priority assistance services now available to consumers with pre-diagnosed life-threatening medical conditions exceed those available when the TSI reported. The arrangements put in place by the Government and Telstra are comprehensive and sensible, and will reassure those in regional, rural and remote communities who face a possible emergency medical situation.

PAYPHONES

FINDING 2.9

Despite the decline in the number of payphones, Telstra operated payphones under the universal service obligation still play a very important role in enabling equitable access to telephone services. Telstra has maintained the number of payphones in regional, rural and remote areas in recent years. However there are a number of areas of payphone provision and maintenance where improvements need to be made.

RECOMMENDATION 2.1

Telstra should continue to work with representatives of people with disabilities to resolve any service concerns, and consider their practical suggestions for service improvements. The Government should consider any national policy issues raised with the Inquiry, relating to access to telecommunications for people with disabilities.

RECOMMENDATION 2.2

The Government should review arrangements for the costing and funding of the universal service obligation. This should also include whether current arrangements are impeding the development of competition in regional, rural and remote Australia.

RECOMMENDATION 2.3

Where extreme cases of Customer Service Guarantee (CSG) non-compliance arise (i.e. more than five working days late), they should receive direct priority attention by the service provider, and should be notified to the Australian Communications Authority and/or the Telecommunications Industry Ombudsman as technical breaches of the CSG.

RECOMMENDATION 2.4

Telstra should report publicly on the outcome of its trial with the National Farmers’ Federation to reduce connection times in minor rural and remote areas where infrastructure is not readily available, and identify what follow-up commitments it will make. Should the Telstra trial not lead to a significant and ongoing improvement in service outcomes in this area, the Government should review regulatory arrangements, including Customer Service Guarantee timeframes and interim service arrangements, to assess whether further changes to timeframes are appropriate.  

RECOMMENDATION 2.5

Telstra should report to the Government on the outcome of its project to improve the coordination of new service connections. The impact of any changes should be monitored with a view to determining the need for any further follow-up action. 

RECOMMENDATION 2.6

The Government should examine the issue of network extension and trenching costs, to consider whether such costs should be removed from subscribers, and either borne by Telstra as part of its universal service obligation provision, or supported by the Government through subsidies. 

RECOMMENDATION 2.7

Telstra should promptly confirm to the Government that it has an effective strategy for improving as soon as possible the quality of telephone services affected by the use of 6/16 and similar pair gain systems. Telstra should give a formal undertaking to the Government including providing timeframes in relation to any actions required to implement such a strategy. Progress in meeting this strategy should be monitored by the Australian Communications Authority and reported on publicly.

RECOMMENDATION 2.8

Telstra should provide a formal undertaking to the Government to complete its upgrade of older digital radio systems (ARCSs and DRCSs) under its Remote Australia Telecommunications Enhancement (RATE) program, and according to a publicly available timetable. 

RECOMMENDATION 2.9

To immediately target the worst performing Exchange Service Areas (ESAs) in regional, rural and remote Australia, the Government should require the Australian Communications Authority (ACA) to identify these ESAs as soon as possible after the Network Reliability Framework commences in January 2003. Telstra should then be required to provide a formal undertaking to the Government on its strategy for raising the performance of these ESAs. Telstra’s strategy should include specific timeframes and commitments of funding, and its implementation should be monitored and publicly reported by the ACA.

RECOMMENDATION 2.10

The Government should adjust and refine the Network Reliability Framework (NRF) as necessary over time to improve its operation. These refinements should include expanding the range of fault information provided under the NRF, and providing greater clarity for Telstra and regional, rural and remote consumer about strategies to improve reliability under the Framework. 

PAYPHONES

RECOMMENDATION 2.11

Telstra should be required to better inform the public about its policies for providing payphones, including ensuring that criteria for providing payphones are clearly and simply stated. Telstra’s criteria and processes for payphone installation decisions should be reviewed by the Government. The Government should establish a clear policy on future payphone availability.

RECOMMENDATION 2.12

The sites of Telstra-operated payphones, together with the numbers of payphones at each site, should be made publicly and readily available. Consideration should be given to including payphone locations at least in local telephone directories in regional areas.

RECOMMENDATION 2.13

Telstra should report as soon as possible to the Government on the causes of low levels of performance in meeting payphone repair timeframes, and put forward a strategy for raising performance to an acceptable level, particularly in remote areas and indigenous communities.

RECOMMENDATION 2.14

The Government should review the provision of payphone services to people with disabilities. In particular it should take steps to ensure that competition in the supply of payphones does not impact adversely on access to teletypewriter payphones.
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		Figure 2.X: Proportions of CSG In-place Service and CSG New Service Connections, 2001-02

				In-place		With infrastructure		Without infrastructure		TOTAL
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		TOTAL		1,527,798		634,005		45,041		2,206,844
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