
CHAPTER 4: INTERNET SERVICES

This chapter focuses on assessing access to Internet services via dial-up modems over the Telstra’s telephone network (the PSTN), often referred to as narrowband Internet access. Consideration of the higher speed Internet market is covered in Chapter 6 (in response to Term of Reference 3). 

There are approximately 4.2 million people in Australia who have access to the Internet via a dial-up service.
 Of these, 3.7 million are household services, and 505 000 are business services. 

In relation to dial-up Internet services the Telecommunications Service Inquiry (TSI) identified:

· the importance of the Internet to users across Australia; and

· that the key concerns of consumers with dial-up Internet services were data speeds and service reliability. 

Pricing was also identified as an issue, with some rural and remote users facing a perceived disadvantage in comparison with metropolitan users because of higher call charges to access an Internet Service Provider (ISP).

COVERAGE AND COMPETITION

Coverage

All Australians with a fixed telephone line connection can access the Internet via an ISP using a modem, and have been able to since the development of the Internet as a public resource in the early 1990s. The issue identified by the TSI was that many Internet subscribers, particularly in rural and remote areas, needed to make a long distance call to connect to an ISP, thereby incurring significant additional costs compared with metropolitan users who had untimed local call access to a choice of ISPs. 

While customers currently without local call access to an ISP face a disadvantage in accessing the Internet, the Government’s initiatives regarding untimed local calls should ensure that call costs will no longer be a key factor in inhibiting access to the Internet.

Coverage, in the dial-up Internet context, has therefore always been about the availability of untimed local call access to an ISP, rather than the availability of access to an ISP per se.

This issue was addressed in the late 1990s by Telstra, and a number of other ISPs, offering untimed local call access across Australia, using the Telstra DialConnect(
 wholesale data product. The problem with this solution was that ISPs—including Telstra’s Big Pond(
 (Big Pond)— incurred significant costs to use this service to connect to their customers, and inevitably passed the costs on to their rural consumers through higher ISP charges. Therefore the overall price paid by many rural Internet subscribers remained unreasonably high.

In recognition of this ongoing problem the Government funded the establishment of many local ISP points of presence (POPs), through the Internet Access Fund (IAF) in the Networking the Nation (NTN) program. This was intended to extend untimed local call access to an ISP as widely as possible.

Since that time—and since the TSI reported—real price equity for rural and remote Internet subscribers has emerged with the development and deployment of the Telstra MegaPoP(
 (MegaPoP) product, and similar offerings by providers such as Comindico. These wholesale data access products have enabled many ISPs, including Big Pond, to offer their Internet services nationally for the price of an untimed local call, and at identical ISP charges as apply to their customers in metropolitan areas. An indicative list of ISPs offering national untimed local call access of this kind, is provided at Appendix D. 

ISPs are able to use this service either to provide national coverage (as identified above) or simply to extend coverage within their local region without needing to invest in additional POP infrastructure. 

Telstra has advised the Inquiry that 34 of its Internet wholesale customers are currently using MegaPoP or a similar product to provide local call access to the Internet.
 A total of 28 of these providers service regional Australia, although they are not necessarily regionally based ISPs. Of these, 13 are focused on servicing only regional, rural and remote consumers. Other ISPs are providing national Internet services using local call access technology in competition with Telstra’s local call access products (for example, through Comindico). 

Government Initiatives to boost service availability

As indicated, prior to the development of new, national ISP products, the Government supported the development of local call Internet access through the IAF. Benefits to dial-up Internet users in remote areas have also been provided through the Government’s Extended Zones agreement with Telstra.

The Extended Zones Agreement

In the most remote parts of Australia, as defined by Telstra’s Extended Zones (as outlined in Chapter 2), the Government has entered into a contract with Telstra, that guarantees residents in Extended Zones untimed local call access to an ISP. 

In addition, under this agreement Telstra is also offering a subsidised satellite service (discussed further in Chapter 6), which provides access to the Internet at data speeds ranging from 33.6kilobits per second (kbps) both ways to 400kbps download and 64kbps upload.

Competition 

The TSI noted that:

…generally Australians are well provided for in terms of choice of ISPs. There is sufficient competition among ISPs to ensure that customers can choose the ISP that best meets their needs.
 

Since the TSI, there has been a decrease in the number of ISPs as the industry has rationalised to some extent. However, there are still currently 571 ISPs operating in Australia. In the period September 2001 to March 2002, there was a decrease of 32 ISPs, most of whom were small providers servicing 100 to 1000 customers.
 

The top seven ISPs—iPrimus, Telstra BigPond, OzEmail, Optus Net, AOL Australia, TPG and Austar Net—represent approximately 70 per cent of the total users served.
 The majority of these ISPs provide local call access, either through a local POP or through the provision of a national local number, which can be accessed for the price of a local call. 
In addition, the number of physical POPs has remained high, with 2131 POPs available at the end of March 2002. In addition, there were nearly 500 000 access lines (i.e. connections to an ISP), with an average of 9.5 subscribers per line.

FINDING 4.1

All Australians can now access an Internet Service Provider (ISP) for the cost of an untimed local call, and at equitable ISP charges. A large number of ISPs now offer national dial-up access at the rate of an untimed local call. 

PRICES

The level of dial-up access charges were raised as a significant issue in the TSI report, although it made no finding on the issue of overall price. 

As described above, since 2000 developments in the delivery of dial-up Internet access have led to universal access to a number of ISPs at untimed local call rates, and at metropolitan equivalent ISP charges. This competition between national providers has driven down the prices charged by ISPs located in the regions, and regional, rural and remote consumers have benefited accordingly.
 Consumers can now choose from a large variety of services and pricing plans to suit their particular needs. 

In its submission to the Inquiry, the Charleville School of Distance Education stated that ‘…families are happy with current costs of Internet services’
.

The monthly access charges of national ISPs are generally packaged with data charges, and may include a charge for exceeding a maximum monthly allowance of data download. 

Until recently ISPs offerings often included per hour charging, sometimes at rates of up to five dollars per hour for casual users.
 Industry trends are currently moving away from hourly ISP access charges towards monthly access with unlimited hours, but with download limits and volume charges being the variable factors. 

This provides consumers with a wider choice of products to best meet their needs. To assist in identifying the most appropriate package, the Australian Communications Authority (ACA) is currently developing an Internet Tool Kit. This will provide consumers with information on the types of questions to ask providers, and assistance with identifying the most suitable package for their anticipated use. 

The pricing of such packages has also been decreasing, benefiting all consumers, in both regional and urban areas. This trend is illustrated in Figure 4.1 with reference to the Big Pond Home product.

Figure 4.1 Price of accessing Big Pond
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1. Plan fees from July 2000 includes GST

2. Plan fee up to June 1998 included monthly allowance of 20 hours and $5 per add' 1hr

3. Plan fee from July 1998 to June 2000 included monthly allowance of 20 hours and $4 per add' 1hr

4. Plan fee from July 2000 to February 2002 included monthly allowance of 25 hours and $4 per add' hr

5. Plan fee from March 2002 includes monthly allowance of 300MBand $0.20 per add' 1MBSource: Telstra, Inquiry communication

FINDING 4.2

Prices for dial-up Internet services are equitable between metropolitan and regional, rural and remote subscribers, and intense competition has driven price levels down. 

SERVICE QUALITY, RELIABILITY AND PERFORMANCE

As noted in the TSI report, there is a range of factors that can affect the quality of service of dial-up Internet access. This includes the following factors:

· the quality and configuration of customer equipment (primarily PC and modem), and the connection by the customer into the Telstra network;

· the quality (including length) of the Telstra link from the customer to the exchange (and from there to the ISP);

· the quality and adequacy of the ISP equipment and links to the Internet; and 

· the quality and adequacy of links within the Internet to the requested server (website), and the quality and adequacy of that server itself.

The main quality of service factors reported by consumers relate to data speed and call drop-out, or inability to establish or maintain a connection to an ISP. The TSI noted that:

…data speeds of between 14.4kbps and 28.8kbps provide a reasonable service for the current usage of most residential customers.

Government programs addressing impediments to fixed Internet service speeds

The TSI report noted the complexity of the Internet supply chain, in particular that parts of this supply chain (such as the customer equipment, ISP set-up and Internet host sites) are largely outside the ability of Government’s to influence. Much of the concern identified in the TSI report related to the influence of Telstra’s telephone network in detrimentally affecting Internet speeds and reliability.
 
Internet Assistance Program (IAP)

In collaboration with Telstra, the Government has established the IAP to enable dial-up subscribers to achieve satisfactory data speeds over Telstra’s fixed network, in other words over the link between their equipment and their ISP. 

The IAP is aimed at enabling users to achieve a dial-up Internet speed of 19.2kbps or equivalent over Telstra’s fixed network.
 It is to help users achieve a reasonable speed to allow effective email use and web-browsing. The IAP is a three-year joint venture between the Government and Telstra (formalised through a deed of agreement), which assists consumers with the following:

· testing of the data speed between their computer and an ISP through a special website;

· advice on correct configuration of their connection, PC and modem if necessary; and

· if such advice does not resolve an identified performance problem, technical support and/or upgrade of their Telstra line (including provision of an alternative service if necessary).

Where the test on the website indicates that a user does not achieve a data speed of 19.2kbps or equivalent, it is recommended that they undertake a series of steps to improve the data speed (e.g. changing location of modem or re-configuring the modem or computer). If their data speed is not improved, users are encouraged to contact the technical support personnel at the IAP. If, after following the advice of the technical support staff, a user still cannot achieve 19.2kbps, field staff will visit the users to test the line, check for faults in the exchange, check the computer and modem set-up, and then undertake any work that may be necessary on the line. If necessary, compression software is also made available to increase the throughput speed. 

Up to June 2002, 53 614 users have accessed the IAP self-help website, and 11 035 people have contacted Telstra on the 1800 number in regard to the program. The program was initially targeted at regional users, but was made available to metropolitan users in March 2002. Since the program has been made available to metropolitan users, approximately 49 per cent of the users have been from metropolitan areas. 

Of the 72 618 users to access the IAP (website access plus access via a 1800 number), 96.4 per cent of contacts were resolved by the online self-help services, and 2612, or 3.6 per cent, were referred to the technical support service. Of these, 1139 required assistance from service specialists. Only 1.8 per cent of those who accessed the IAP required rectification of faults in the Customer Access Network (CAN), and 131 were provided with compression software
.

These results would indicate that in the vast majority of cases, the problem is with the configuration of customer equipment rather than the Telstra line, and that technical advice on proper configuration is resolving customer concerns. 

Further information from Telstra reinforces this view. A sample of the connection rates in regional Australia to Telstra’s dial-up Internet server (Big Pond) in June 2002, showed that over 87 per cent of users achieved data speeds of 28.8kbps or better and over 95 per cent achieved data speeds of 19.2kbps or better (see Figure 4.2). 

Figure 4.2: Connection rates to Telstra’s Big Pond Internet server, June 2002
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Source: Telstra, Inquiry communication.

These figures are ‘raw’. That is, they include the influence of incorrectly configured customer equipment. The evidence from the IAP, cited above, shows that the vast majority of such data speed problems can be resolved through addressing and resolving a customer’s computer and modem equipment problems. Based on this evidence it is likely that problems in the Telstra network are affecting well under one per cent of dial-up Internet users.

Extended Zones Agreement

Specific arrangements are in place to address the special needs of those in Extended Zones. Under the Extended Zones Agreement, Telstra is required to ensure a data speed of 14.4kbps or equivalent is provided. In addition, Telstra also provided a two-way satellite offer, to provide subsidised access to higher bandwidth services (this is discussed further in Chapter 6).

Assessment of Internet Assistance Program

A high percentage of submissions to the Inquiry (37 per cent) noted concerns with dial-up Internet speeds and the quality of the services provided. The majority of Internet related complaints concerned problems with dial-up speeds.

While submissions demonstrated that some regional, rural and remote consumers are aware of the IAP, it is apparent that a significant percentage are still unaware of its availability. For example, a survey undertaken by the Shire of Dandaragan in Western Australia, showed that 82 per cent of respondents were not aware of the IAP.

FINDING 4.3

The Internet Assistance Program (IAP) is achieving its objectives, but further promotion is necessary to ensure that consumers have full access to the service. 

The Inquiry believes that the need for the IAP will continue beyond the current three year term of the agreement with the Government, and that it needs to be extended in both time frame and scope. The following issues need to be addressed in revised arrangements:

· once the upgrade to services in Extended Zones is complete, dial-up users in those areas need to be brought under the scope of the IAP; and

· consumers need to be reassured that they will be guaranteed a data speed of 19.2kbps (or equivalent throughput), over the Telstra fixed network, rather than provision of that level of service on a ‘best endeavours’ basis. 

RECOMMENDATION 4.1

The benefits provided by the Internet Assistance Program for users of dial-up Internet services should be guaranteed into the future. A licence condition should be placed on Telstra that would require all Australians to be guaranteed dial-up Internet speeds, or equivalent throughput, over the Telstra fixed network of at least 19.2kbps. As part of the licence condition Telstra should be required to report on its compliance with the requirement, and on the data speed performance of its regional network more generally, which should be maintained at least at current levels. 

ISP Guideline

The TSI found that users of dial-up Internet services were generally satisfied with the service provided by their chosen ISP. It is not clear whether this satisfaction related just to service areas, such as connection, billing and contracts, where the ISP is clearly responsible for outcomes, or whether it also extends to other ISP service components relating to server capacity, and the capacity of the ISP’s connection back into the Internet. The Inquiry suspects that the latter service issues are frequently confused with performance outcomes relating to Telstra’s CAN.

Given the breadth of competition in the ISP industry, most regional, rural and remote consumers should be in a position to move away from poorly performing ISPs, or trade off quality for price. The key issue in making such choices is clear information as to what the choices are. 

In order to better inform consumers of ISP service levels, the Government has required the ACA to develop an ISP Guideline to assist consumers compare and understand the services provided by an ISP. The Guideline requires an ISP to make available information in relation to price and billing, performance, help and installation, communication and security of services. This information is sought in a consistent format which enables consumers to compare not only price but also the quality of service being provided. For example, the ISP provides information on the average number of minutes per week when access to it is not available, information on support and assistance, and so on. ISPs are required to make this information available on their websites or to provide it in hard copy on request.

While the ISP Guideline is a good start in informing Internet users of ISP service quality, the Inquiry believes it could be further developed to cover additional quality of service matters, such as subscriber to modem ratios, bandwidth availability to the Internet, and the like.

FINDING 4.4

The Internet Service Provider (ISP) Guideline is a good start in better informing consumers of ISP service performance. The Guideline could be strengthened by providing additional information on ISP service performance.

Technical developments of relevance to Internet speed

The TSI noted that there were several types of technologies that have been deployed to provide a fixed voice service, but which tend to limit data speeds. The key technologies of concern are services that are delivered via a Digital Radio Concentrator System (DRCS), which provides a maximum data speed of 9.6kbps, and some of the older pair gain systems.

DRCS Replacement

Telstra is currently replacing Radio Concentrator Systems (DRCS and ARCS) under both the Extended Zones Agreement and under the Remote Australia Telecommunications Enhancement (RATE) program  in Standard Zones. There is a contractual requirement to complete the upgrade in the Extended Zones by December 2003. Telstra has advised that its DRCS and ARCS upgrade in Standard Zones is scheduled for 2003–04 but is aiming to complete the replacement roll-outs in both zones simultaneously. DRCS and ARCS systems will be replaced by CDMA wireless local loop technology, or a new High Capacity Radio Concentrator (HCRC) system branded as SWING. Both of these systems provide dial-up access of at least 28.8kbps (the DRCS replacement is discussed in detail in Chapter 2).
Pair Gain Systems

A pair gain system is used to provide an additional telephone service where there are insufficient copper lines available to meet the demand for services. There is a range of pair gain systems within the Telstra network, these are classified as either large pair gain systems, (providing up to 480 customer lines), medium (providing up to 16 customer lines), or small (providing up to eight customer lines). 

It is estimated that 1.3 million services are provided over pair gain systems. Where properly installed, a pair gain connection meets all standard telephone service requirements. In many cases pair gain systems do not affect the dial-up Internet speed at all. In some circumstances they may in fact improve the speed achieved, particularly where a customer is some distance from an exchange. 

Telstra has advised the Inquiry that approximately 120 000 services are provided via small systems, with the majority in non-metropolitan areas. The current small pair gains system technology being used by Telstra provides a data speed of 28.8kbps at locations up to 30 kilometres from an exchange. However over some smaller systems data speeds can be significantly less than this. One submission noted that,

despite having been informed of my need for internet access at speeds far in excess of those available via a D4 pair gain, Telstra proceeded to connect my service to the network via a D4 pair gain… I was only able to access the internet at speeds averaging of 6.4kbps with a maximum speed during brief periods over a session of 10.4kbps. 
 
Telstra advised the Inquiry that service improvement initiatives with respect to pair gain systems are being put in place, including a major review of the quality of service provided by pair gain systems in all regional areas. This involves detailed field inspections to ensure that all aspects of pair gain system installations have met specification. Telstra have advised that early results show a decrease in customer complaints received from those on  pair gain systems.

While these developments demonstrate that Telstra is starting to deal with the problem of poorly performing pair gain systems in a systematic way, given the degree of consumer concern about this issue, the Inquiry believes that greater assurance is required. In particular the Government should seek assurance from Telstra that all pair gain issues affecting dial-up data speeds are being addressed.

RECOMMENDATION 4.2

Telstra should be required to demonstrate that it has an effective strategy to address any dial-up Internet data speed issues arising from poorly performing pair gain systems. Telstra should provide a formal undertaking to the Government in relation to any actions necessary to implement such a strategy.

The suitability of dial-up technology

The evidence presented to the Inquiry shows that there is a real discrepancy between the continuing frustration of Internet users in regional, rural and remote areas about the performance of their dial-up service, and the actual performance data provided by Telstra. Telstra’s latest data would suggest that the performance of the customer access network in supporting reasonable data speeds is actually quite acceptable, but users clearly do not agree, with dissatisfaction very evident:

Our Internet is only available at extremely slow speeds and drop-outs are frequent…
 

Using our telephone, we cannot collect emails let alone download web pages as our telephone services is so slow and unreliable. When it drops out, you have to reconnect and then it starts downloading all over again so you also have to keep paying for reconnecting.

The Inquiry’s view is that a key cause of this dissatisfaction is that dial-up technology is becoming inadequate to meet the service needs of users. The Inquiry believes that the Government and Telstra have initiated action that can reasonably be expected to address consumer concerns in regional, rural and remote areas in relation to dial-up speeds. Action on pair gain and the DRCS in Standard Zones should resolve the last pockets of clearly under-performing network elements. The guaranteed provision of a dial-up data service at a minimum speed of 19.2kbps, or equivalent throughput, over Telstra’s fixed network would provide reasonable Internet access for dial-up customers.

However, in the Inquiry’s view, dial-up modem technology, limited as it is currently to speeds below 56kbps, can no longer satisfactorily support the growing bandwidth needs of many Internet users, who increasingly need better and faster performance as they spend more and more time using the Internet for business, education, and social interaction.

This view is supported in several of the submissions. 

Internet has provided a rare sight into the I.T. of the future, but as we become more reliant on the Internet, the more frustrating we now become to its delivery and speed. 

The Internet Assistance Programme sets a minimum speed of 19.2kbps. (ref: page 11) However, my experience and that of my fellows, is that this is proving inadequate for downloads such as the ATO package eTax. 

As more consumers switch to Broadband it is expected that the increase in page size will continue as website owners optimise their sites for Broadband. … Given the increase in web page size it must be seriously questioned whether 19.2kbps is sufficient “for meeting common residential needs”.

While the Inquiry expects there will continue to be a strong customer base for dial-up services well into the future, it is equally clear that many Internet users in regional, rural and remote areas have a requirement and a desire for a higher level of data service than can be provided over existing dial-up technology.

FINDING 4.5

There is a need for Telstra and other service providers to more effectively promote and facilitate access to faster and more effective services, such as Integrated Services Digital Network (ISDN) (as an immediate substitute for dial-up service) and Asymmetrical Digital Subscriber Line (ADSL) for the next generation of speed and functionality. 

Connection

Customers who have the necessary computer and modem are able to connect to the Internet, after arranging access through an ISP. In most cases this involves a telephone call to an ISP and an associated membership fee transaction with the chosen ISP.

Where a second line into a house is required, the connection of this line is covered by the Customer Service Guarantee as for other fixed lines (see Chapter 2).

Computer and modem equipment is widely available and can be ordered over the telephone for local delivery at normal commercial rates. Instructions for self installation of fixed Internet equipment is widely available and technical assistance can be arranged for a fee.

A number of submissions have established that many consumers do not have a good understanding of their options in relation to Internet services. The Inquiry supports the development and publication of the ACA’s Internet Tool Kit providing consumer information about Internet issues, including computer and modem equipment standards and options, and the location and services offered by different ISPs. The Tool Kit will also provide evaluation tools to assist consumers select a service package that best suits their needs. It is anticipated that the Tool Kit will be available in March 2003.

SUMMARY OF FINDINGS AND RECOMMENDATIONS

FINDING 4.1

All Australians can now access an Internet Service Provider (ISP) for the cost of an untimed local call, and at equitable ISP charges. A large number of ISPs now offer national dial-up access at the rate of an untimed local call. 

FINDING 4.2
Prices for dial-up Internet services are equitable between metropolitan and regional, rural and remote subscribers, and competition has driven price levels down. 

FINDING 4.3
The Internet Assistance Program is achieving its objectives, but further promotion is necessary to ensure that consumers have full access to it. 

FINDING 4.4

The Internet Service Provider (ISP) Guideline is a good start in better informing consumers of ISP service performance. The Guideline could be strengthened by providing additional information on ISP service performance.

FINDING 4.5

There is a need for Telstra and other service providers to more effectively promote and facilitate access to faster and more effective services, such as Integrated Services Digital Network (ISDN) (as an immediate substitute for dial-up service) and Asymmetrical Digital Subscriber Line (ADSL) for the next generation of speed and functionality. 

RECOMMENDATION 4.1

The benefits provided by the Internet Assistance Program for users of dial-up Internet services should be guaranteed into the future. A licence condition should be placed on Telstra that would require all Australians to be guaranteed dial-up Internet speeds, or equivalent throughput, over the Telstra fixed network of at least 19.2kbps. As part of the licence condition Telstra should be required to report on its compliance with the requirement, and on the data speed performance of its regional network more generally, which should be maintained at least at current levels. 

RECOMMENDATION 4.2

Telstra should be required to demonstrate that it has an effective strategy to address any dial-up data speed issues arising from poorly performing pair gain systems. Telstra should provide a formal undertaking to the Government in relation to any actions necessary to implement such a strategy.
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