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CHAPTER 8: TELSTRA’S LOCAL PRESENCE

INTRODUCTION

Term of Reference

Term of Reference 5 requires the Regional Telecommunications Inquiry (the Inquiry) to advise the Minister on:

the ongoing commitment of Telstra to a local presence, such as Telstra Country Wide®
 (TCW), in regional, rural and remote Australia.

The Inquiry has interpreted a local presence to include a high degree of decentralised management with a greater capacity to understand and respond to local needs, both in terms of service provision and service maintenance.

The Inquiry also considers that an important component of a local presence is the extent that such a structure can influence broader company policy and strategies to the benefit of regional customers. Therefore understanding how TCW operates within Telstra as well as what it delivers to customers is important to assessing the importance of the role it plays in regional communities.

In addressing this Term of Reference, the Inquiry has focussed on the rationale for, and benefits of maintaining a local presence, and the arguments and strategies for locking in a local presence into the future.

This Term of Reference also has relevance to other Terms of Reference including:

· the role of local knowledge and local response in achieving high levels of service (Terms of Reference 1 and 2);

· a mandated local presence requirement being an additional legislated safeguard (Term of Reference 4); and

· an ongoing local presence being part of a future-proofing mechanism (Term of Reference 6).

Telecommunications Service Inquiry (TSI) findings

The TSI report identified concerns in relation to Telstra’s customer service interactions
, particularly in regional, rural and remote Australia. These concerns related to:

· call centres with staff not aware of local conditions including time and distance considerations; and 

· problems with fault repair due to poor local coordination, ineffective work allocation systems, and the withdrawal of local technical staff and/or their replacement with contracted personnel.

The TSI report indicated that these issues highlighted the need for:

· greater engagement with consumers in undertaking effective, local consultation and providing candid information about network and service plans;

· processes that allow customers to feel they have some control over their interactions with their provider;

· front-line (call centre) staff to have an understanding of the circumstances of the customer, in particular their geographic location; and

· Telstra to accept greater responsibility for assisting customers to get the most out of their service, through providing objective advice about service options and technical issues.

TCW was established shortly before the TSI reported and the TSI viewed it as a promising development. The TSI report concluded the success of TCW would be judged on the extent to which it addressed the above issues in the short to medium term. As a result, no specific recommendations were made by the TSI report to Government in relation to Telstra’s local presence.

WHAT IS TCW?

TCW is a business unit within Telstra, established as a result of a commercial decision by Telstra to gain a better understanding of the requirements of its regional customers, and to provide a better focus on the delivery of Telstra services in regional, rural and remote areas.
 Inherent in the TCW concept is the devolution of a high degree of responsibility to managers in the regions for building business opportunities and servicing regional customers.

TCW covers all of Australia except for the mainland capitals and major adjoining urban areas such as Newcastle, Wollongong, Geelong and the Gold Coast. As such TCW serves approximately one third of Telstra’s overall customer base—approximately three million customers whose annual expenditure is more than $3 billion per annum. TCW’s headquarters are in Albury‑Wodonga on the New South Wales‑Victoria border.

TCW is headed by a Group Managing Director, currently Mr Doug Campbell. To assist with its operations, TCW has an external advisory board comprised of respected regional Australians. The advisory board’s role is to assist TCW in setting strategies, policies and priorities. The board provides recommendations and advice on the strategic direction and operational and financial performance of the TCW business unit. Its current members are Mr Donald McGauchie (Chair), Mr Ric Mollison, Mr Roderic O’Connor, Mr Noel Bridge, Ms Jenny Russell and Mrs Jano Faulkes-Taylor.

Under the TCW structure, regional Australia is divided into four service regions—Queensland, New South Wales, Southern (Victoria and Tasmania) and Central Western (South Australia, Western Australia and the Northern Territory). Each region has a Regional Manager.

The four service regions are further subdivided into 28 areas, each with an Area General Manager (AGM). The AGMs operate out of 36 offices across regional Australia—one office in each of 21 areas; two offices in each of Central Queensland, Southern Highlands/Shoalhaven, Northern Victoria, Gippsland/Yarra Valley, South West Victoria and North West WA areas; and three offices in the Wide Bay/Gladstone area. The TCW areas are shown in Figure 8.1.

Figure 8.1: TCW’s service areas
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The role of the AGMs and their staff is integral to TCW’s operation. Telstra advises that their role includes:

· supporting the core of the TCW strategy through managing costs, identifying investment priorities, and implementing locally-based decisions;

· improving overall communications, sales and service, including achieving sales targets;

· providing a local ‘Telstra face’ in regional Australia, including retail outlets and regional call centres;

· working with communities to deal with local complaints and improve delivery of service;

· developing product solutions to meet the specific needs of regional, rural and remote customers–for example, the introduction of mobile satellite phones, two-way satellite Internet and a long range cordless phone; 

· appointing local agents to supplement Telstra services and working with local communities to hire and train (mostly part time) local technical contractors, authorised agents and communications consultants; and

· developing relationships with key internal and external stakeholders, including community leaders, local councils and regional development councils.

As at 17 October 2002 there are 477 full time staff working directly for TCW. This is expected to reach approximately 500 by the end of 2002. Staff members are employed in a variety of roles including business management (182), sales (105), customer service (105), marketing (40) and technical support (45). A total of three per cent of TCW’s workforce have Indigenous backgrounds.

TCW primarily relies on staff from other Telstra business units to deliver and maintain services. Telstra Retail provides the primary level of support for ‘front-of-house’ and customer contact support, such as complaints handling, fault prioritisation, product management, billing and ‘back-of-house’ operational support. The Mobiles business unit provides similar support for mobile communications products. The Infrastructure Services and Network and Technology Group provide support for TCW in connecting and maintaining services.

How TCW operates within Telstra

Understanding how TCW works within Telstra is important in evaluating its importance to regional, rural and remote Australia. Because TCW is not directly responsible for the actual delivery and maintenance of customer services, its influence within Telstra to bring about improvements in these service outcomes is critical to its success.

TCW’s stated aim is to act as an advocate and focal point for regional, rural and remote Australia within Telstra.

Relationships between TCW and other Telstra business units are formalised through Telstra Internal Commitments (TICs). These are yearly agreements that set the level of service to be provided to TCW. TICs are signed off by the Group Managing Directors and accountable Operational Managers of each business unit within Telstra. These relationships are regularly reviewed at the senior level by each Group Managing Director and their senior management team, and there are also regular reviews at the operational level.

Telstra’s capital investment process includes a ‘sponsorship’ element. Under this model all capital spent, including investment in new technologies and services, is ‘underwritten’ by business units dealing directly with the customer base, such as TCW. These business units are expected to provide a return on this capital investment.

The sponsorship model means TCW plays a key role in securing capital investment in regional telecommunications. It is extensively involved in the process of product development and technology selection and is responsible for developing and presenting supporting business cases when seeking funding.

As a sponsor of capital expenditure, TCW has a considerable degree of discretion in negotiations to focus investment to areas it sees as having the highest priority.

TCW is also extensively involved in investment in network maintenance, such as the recently announced $187 million targeted upgrade of the rural telecommunications network. (Details of this program are provided in Chapter 2).

Managing service delivery

In contrast to the previous centralised arrangements, TCW’s area structure in the regions better enables local knowledge to be brought to bear on service provisioning and reliability issues. In this context AGMs are supported by regular and detailed monitoring and reporting of service outcomes and issues.

Weekly performance reports for each TCW area cover service activation (services put in place), assurance (faults fixed and appointments met), complaints (open, closed and received), held orders (delays which require the provision of interim services), special services, customer network improvements, and escalated service difficulties (delays or problems which have been assigned a higher level of priority). Further detail is available by drilling down to underlying data. These reports provide a high-level capability to identify, analyse and respond to delays, problems and complaints at the regional level.

Local knowledge is being increasingly utilised to target expenditure on areas of need. For example, AGMs are playing a key role in targeting the $187 million Telstra has allocated in 2002 for regional network improvement. As advised by Telstra, AGMs, in conjunction with their local teams, are accountable for managing this program, selecting projects, measuring customer experience and delivering results. The degree of targeting can be seen in a number of projects announced by TCW in September and October 2002 (see Chapter 2).

At another level, AGMs undertake monthly business performance reviews with internal suppliers (other Telstra business units) as part of the TICs between TCW and the other Telstra business units. Monthly performance reviews occur at a national, regional and local level and review current performance levels, highlight initiatives to improve performance, discuss customer issues, and agree on any ongoing actions.

As the ‘face of Telstra’ in regional areas, TCW is also an important channel for raising and achieving resolution of individual and local complaints, although most trouble reports and complaints are captured by central call centres. Problem areas are often identified through AGM meetings with communities and stakeholders, and even through radio talkback programs.

A group of local subscribers in the Edgeroi, Bellata Spring Plain area met recently with Ian Peters, General Manager, TCW New England/North West, and we felt that this was a step in the right direction, as opposed to the old system of merely submitting a complaint to a “faceless” person.

… it has been a real bonus to the bush knowing that we have a direct link to ‘somebody’.

If TCW is unable to resolve issues directly, it operates as a go-between for its customers and the other business units within Telstra. For example, a specific complaint relating to mobile phones that cannot be answered at the first point of contact, would be referred to the Mobiles business unit, where staff would have a greater capacity to deal with more specific issues.

TCW surveys

TCW undertakes surveys, sent to local businesses, government and industry representatives, seeking ratings on the importance of specific telecommunications categories, and how TCW is performing against these. TCW publishes the results of these surveys and uses the information obtained to focus on the issues identified as important, with a view to identifying where and how services can continue to be improved.

Service issues and customer expectations are aligned and products can be refined for the needs of the particular market. TCW has successfully addressed many customer issues and demonstrated high levels of business performance.

WHAT TCW HAS DELIVERED

TCW appears to be ‘putting the runs on the board’. The following reflect a range of developments that can be largely attributable to TCW and its influence within Telstra.

Better targeted products and services

Important product launches include:

· BigPond®
 broadband two-way satellite Internet—allowing users to download data from the Internet and upload at very high speeds, via satellite rather than phone lines;

· Telstra Mobile Satellite—providing voice and data via a handheld satellite phone nationally;

· a new long-range cordless phone providing line of sight coverage up to approximately ten kilometres from the home antenna; 

· PremiumWeather™
—an online information service to gives farmers a full seven day forecast service with expert commentaries supplied by professional meteorologists; and

· Broadband Regional Connect, a hybrid ISDN/satellite Internet access product, which is currently being trialed.

Better targeting of Telstra resources to regional and rural needs

TCW is the key driver of the program to upgrade outdated radio concentrator systems (DRCS and ARCS) in remote areas, as discussed in Chapter 2.

As noted TCW is playing a key role in the $187 million Regional Networks Taskforce.

Further studies are under way to determine how current work practices can be enhanced to focus on reducing fault re-occurrence. This will have important relevance for compliance with the Government’s Network Reliability Framework (see Chapter 2).

Also, as discussed in Chapter 2, TCW is undertaking a pilot study to assess the feasibility of reducing connection times for services in minor rural areas where infrastructure is not readily available. 

In more remote areas TCW has been active in successfully trialing the Communic8®
 prepaid home service in the Indigenous communities of Aurukun and Kunballanjnja, and the service is now being rolled out to other Indigenous communities.

TCW sales-related calls are directed to one of five dedicated call centres in Grafton, Townsville, Bendigo and Perth (two). 90 per cent of TCW customer calls are answered in these call centres, with overflow transferred to other centres. That is, to ensure customer service related inquiries are handled promptly, a call from a regional centre (e.g. Queensland) which would normally initially be directed to the state centre (i.e. Townsville) may not be answered in Townsville if it can be answered by another centre sooner.

Having designated call centres enables Telstra Country Wide to provide specialist training to service representatives at these sites, and better equip them for dealing with customers from regional areas. The location of these call centres was selected based on their location and to accommodate different time zones across the country. Also established are specialist call cells to handle calls from customers living in very remote areas (e.g. 1800 R Radio).

Service roll-outs in cooperation with the Commonwealth

A number of initiatives are now being implemented through TCW as a result of successfully competing in tender processes undertaken by the Commonwealth Government, or through working in partnership with the Government to target key regional and rural concerns:

· the Extended Zones Agreement is providing untimed calls at local call rates, access to an Internet service provider at a local call rate, preferential rate calls and two-way high bandwidth satellite services to the remotest parts of Australia (Chapter 2 provides details);

· Mobile phone programs are being rolled out as a result of Government tenders to provide new services to small towns across Australia and on major regional highways (Chapter 3 provides details);

· the Internet Assistance Program is a $50 million joint initiative with the Commonwealth to assist users to achieve speeds of 19.2kbps over Telstra’s fixed network. The Program includes both online help and technical support services (Chapter 4 provides details); and

· TCW has been involved in service delivery to a number of grantees under the Networking the Nation program, including to Balkanu: Cape York Development Corporation and the Outback Digital Network

More local sales outlets

TCW has established new retail outlets offering advice, products and services to regional and rural consumers.

Telstra Country Shops have been opened in Griffith and Moree in New South Wales, Gladstone in Queensland, and Horsham and Bairnsdale in Victoria. Shops will open in Coffs Harbour, East Maitland, Lismore, Orange and one other centre (yet to be confirmed) by the end of 2002 with a further 25 shops planned by June 2003.

In October 2002, Telstra commenced a pilot involving ten Telstra Country Kiosks, a modified version of the Country Shops, designed to serve customer needs in towns with populations between 5000 and 25 000. A further 40 kiosks are expected to be operational by June 2003.

In towns with populations less than 5000, more than 230 local businesses, such as newsagents, pharmacies and milk bars, have been appointed as local agents. These agents offer information and advice on Telstra products and services. A dedicated hotline is provided in these shops for customers to access Telstra’s product, billing and fault reporting services.

Sponsorship, marketing and community support

Telstra’s local presence also extends to a range of sponsorship and marketing activities in the local community, including:

· sponsorships and support programs for the arts, sport, environment and technology; 

· advertising (television, press and radio); 

· billboards, direct mail, shopping centre displays, expos and field days; and 

· conferences and seminars on how products and services can assist business.

Submitters’ views on the value of TCW

A number of submissions expressed doubt or scepticism about the value of TCW, some seeing it as essentially a marketing exercise. For example:

The establishment of TCW has, on the main, only been a cosmetic, glossy corporate advertising stunt that has generally created an image of Telstra in the community, without the “on the ground” support to back it up.

There has been a lot of Public Relations and talk but if you wish to make contact with the top decision makers it is a different matter.

One view has it that TCW has not improved service, but has significantly increased the amount of advertising in the region.

Such comments were, however, in the minority. By contrast, the clear majority of submissions that referred to TCW were positive in regard to its achievements and role.

Positive submissions were received from a wide range of organisations and individuals, and reflect a broad view that TCW has played and is continuing to play an important role in achieving better service delivery outside metropolitan areas. The accessibility of the AGMs and their staff is seen as an effective step in decentralising Telstra’s management and localising decisions affecting services in regional, rural and remote areas.

The organisation’s support for Telstra Country Wide is based not only on its direct impact on services, but also as a devolution of real resources and authority away from the capital cities.

The ability for the regional staff to identify with the local issues and develop better solutions has resulted in a visible improvement in service delivery in regard to telecommunication.

It is very reassuring to have a local commitment to the telecommunications within the regional areas as it involves local people understanding local problems and providing community ownership and identification.

The local knowledge of AGMs and their staff, who live and work in the communities for which they have decision-making responsibility, is also seen as important, particularly in responding to complaints.

The WA National Party applauds the establishment of Telstra Country Wide, it is generally well received by rural and regional residents. The value of having on the ground staff who not only know the towns and individual exchanges that people are calling about with any complaints and issues but the staff usually also have an understanding of the localised issues.

Another key theme in submissions was the value of local field staff. For example:

As it is, a tech can spend as much time travelling to and from his depot, as doing the job. Local knowledge regarding cables and installations in invaluable, locally based machinery (trenchers etc) is also vital to get a job done quickly.

Local presence should always be maintained as local technicians understand better than most, the needs and business goals of their customers.

The National Farmers’ Federation (NFF) noted:

Their [TCW AGMs] ability to direct service priorities and information flows has resulted in more timely outcomes for problems and issues encountered by farmers and rural communities.

Telstra itself considers:

The location of Area General Managers in distinctive regional areas has helped Telstra to better respond to local service requirements, understand local needs and more actively develop and market Telstra communication services. Telstra Country Wide has successfully addressed previous customer disenchantment and demonstrated high levels of business performance.

TCW’s survey results

While they need to be treated with appropriate care, TCW’s own stakeholder surveys reinforce the generally positive public view of TCW reflected in the submissions. The 2002 survey shows a substantial improvement in community leaders’ satisfaction overall. The surveys show that advances are considered to have been made in several areas including representation of regional Australians inside Telstra, providing local access to Telstra management, and working constructively with the community to fix problems.
 The survey does, of course, also identify areas for further improvement, including, most importantly, installing new phones promptly, remote communities’ communications and mobile coverage.
 
ASSESSMENT OF TCW

While TCW has been criticised in some quarters as simply a marketing exercise by Telstra, the Inquiry is satisfied that it does represent genuine structural reform by Telstra, and that it is contributing to real service benefits in regional, rural and remote Australia. In the two years of its operation TCW is considered to have delivered some significant, practical outcomes.

As noted above, the TSI report viewed TCW as having an important role in addressing its concerns in relation to engagement with consumers, improving consumer control of their dealings with their providers, improving call-centre outcomes and helping customers to get the most out of their service. Though still in its early days, TCW has made progress in all these areas, and promises more.

TCW’s area structure has been deliberately established to provide for more localised engagement and interaction by AGMs and their staff with regional communities. It is clear that being present in communities means that AGMs are more accountable to those communities. It is also clear that AGMs do have direct decision making authority, and can respond to local needs accordingly.

TCW’s local presence has given regional, rural and remote communities a greater say in resolving their service and product needs. This is backed-up by an increasing retail presence and the specialist call centres. While submissions suggest front-of-house performance can still be improved (see Chapters 2 and 7), significant changes in practices have occurred, with greater focus being placed on quality, customer satisfaction and resolving issues promptly.

The Inquiry is of the view that TCW is effectively addressing the concerns raised by the TSI report. It cannot be said to have fully resolved all these issues, but it is certainly on the right path, and making good progress towards that goal.

Over and above the issues identified by the TSI report, TCW is playing a significant role in identifying the broader concerns of regional consumers, raising them within Telstra and, importantly, securing the resources and commitment to address those concerns. This is reflected in its big achievements—delivering new products, winning new contracts, and targeting and addressing problem service areas.

It should be recognised that putting in place a fully effective local presence is not a simple or quick process—it involves cultural and structural change within Telstra, and requires the involvement and commitment of other Telstra business units. As the ‘on the ground’ interface between Telstra and its regional customer base, TCW must be at the forefront of initiatives to improve regional service delivery. It must also be supported by strong action and commitment by the Telstra executive, and by those business units responsible for actual service delivery and network maintenance.

There is also need to extend the message about TCW more widely to regional, rural and remote customers.  Greater awareness of its role and services can be expected as it continues to develop.

Local field staff and resourcing
The local presence of appropriately qualified field staff is a key issue. Publicly reported reductions in field staff give rise to concerns that reductions in service levels must inevitably follow. Similar concerns arise in relation to reductions in capital expenditure. Such a claim was made by the Communications, Electrical and Plumbing Union (CEPU):

Since the decision was made to float the company [Telstra], staffing levels have been determined by market expectations rather than by operational needs. Rapid labour shedding has meant a loss of skills and knowledge which has, in the CEPU’s view, weakened Telstra’s capabilities company-wide.

This is a matter that was raised directly with Telstra by the Inquiry.

Telstra advised that since June 1998 full-time staffing has decreased by 36.2 per cent, from 66 760 at that time to 44 977 at June 2002. As of June 30 2002, there were 6963 full-time Telstra staff based in non-metropolitan locations.

As at August 2002, around 10 000 staff, or around 25 per cent of full time staff, worked in the customer field workforce. Core field service connection and fault repair work is mainly carried out by Telstra staff, with contractors responsible for one to two per cent of such work in regional areas and five to ten per cent in metropolitan areas. Greater use is made of contractors in network construction activity.

Between 2000-01 and 2001-02 Telstra’s operating capital expenditure decreased by 13 per cent from $4.1 billion to $3.6 billion. Approximately $800 million (22 per cent) of the $3.6 billion was spent in regional Australia or initiatives targeted at regional Australia. This included $47.8 million for pro-active rural network upgrades and maintenance and $33.4 million for reactive or unexpected upgrades and maintenance. Both these amounts are down on the previous year, but are forecast to increase significantly in 2002-03, particularly as a result of the Rural Networks Taskforce project.

Telstra acknowledges that absolute levels of capital and operational expenditure and staffing levels are significant drivers of service performance. The impact of changes in these areas on service performance is an explicit consideration in making changes to expenditure and staffing. Telstra notes, however, that there are many other factors that influence service delivery outcomes. These include changes to management structures and work practices, the level and mix of the workforce's skill base, better tools to target problems areas and utilise resources, and changes in demand. In Telstra’s view, its core workforce is now much better aligned to its core workload, with peaks being able to be handled through greater staff mobility and the use of contractors. In this context, reductions in staffing and expenditure need not produce lower service outcomes, and in Telstra’s case, it argues, they have not.

In the context of these expenditure and staffing levels, Telstra points to its improved and strong performance against the CSG timeframes. To this could be added relatively stable fault rates. Service levels are discussed and assessed in detail in Chapter 2. In addition, there has been significant network construction, service expansion and product innovation in recent years, as discussed in other chapters.

WHAT ARE THE BENEFITS OF A LOCAL PRESENCE?

The Inquiry firmly believes that a strong regional, rural and remote local presence, as defined and described above, is a very important component of adequate telecommunications service delivery in these parts of Australia. An effective local presence can overcome many of the disadvantages felt by rural telecommunications consumers as a result of their isolation from mainstream commercial facilities and opportunities.

These benefits are:

· improved direct contact with regional, rural and remote customers, through on the ground sales and service representatives, retail sales outlets, and skilled specialist staff in call centres;

· improved understanding of, and response to regional, rural and remote customer needs, through the development of specialist products, improved access to Government support, and better analysis of, and response to customer complaints;

· better allocation of company resources to address regional, rural and remote network issues, through improved understanding and analysis of local network issues, greater capacity to identify the impacts of network problems, and more focussed application of resources to address network issues; and 

· providing a voice for regional, rural and remote issues within the company management structure, through competing for company investment dollars, and focussing management attention on both regional, rural and remote business opportunities, and the particular needs of the regional customer base. 

FINDING 8.1

The establishment of Telstra Country Wide(
 (TCW) has significantly improved Telstra’s capacity to respond to local telecommunications needs and issues. TCW is generally accepted and valued by regional, rural and remote customers, although there is still a need to better inform customers of its benefits.

Other providers’ local presence

Other telecommunications carriers and service providers have also identified the value of a strong local presence. While other national carriers do not have the level of regional and rural customer base to justify a large-scale local presence like TCW, nevertheless they are still looking for ways to establish direct contact with customers. Optus and Vodafone have a sales presence through agents in many regional centres. Several providers have deliberately adopted strategies, such as franchises or partnerships, with local Internet Service Providers (ISPs), to provide that presence. For example:

Optus is wholesaling SatWeb (Optus satellite one and two-way data services for accessing the Internet) to a number of ISPs in rural and remote areas and a regional telecommunications company.

Other examples include AAPT’s regional alliances in Victoria, and the use of franchise arrangements by the new Special Digital Data Service provider, Hotkey. Many regional and rural ISPs and new start-up service providers like Neighbourhood Cable, Bendigo Community Telco and the Southern Telephone Company are local by definition.

PROVIDING FOR AN ONGOING LOCAL PRESENCE

Telstra has indicated, including in its submission, that TCW is a commercial initiative, and has been profitable for Telstra to establish and maintain.

Telstra has stated publicly that it is committed to maintaining the Telstra Country Wide business model for compelling commercial reasons. These include Telstra’s commitment to its customers across the whole network and the commercial incentive to service customer needs in the most efficient and effective way. Telstra has established that there are strong commercial reasons for the company to continue to maintain and upgrade its presence in regional, rural and remote Australia. The experience of Telstra Country Wide over the past two years has convinced Telstra that regional, rural and remote Australia will continue to be a positive contributor to the company’s bottom line.

Effectively Telstra is saying that it makes good business sense to maintain a local presence through TCW, and so there is no need for the Government to impose any requirement on Telstra to ensure that TCW continues.

The NFF expressed a similar view:

NFF accepts the current Telstra commitments to maintain a significant local presence in rural Australia and suggests a return to habits of old would be of significant commercial risk to the company, given the opportunities provided by competitive suppliers.

The Inquiry agrees with Telstra that maintaining a local presence makes good business sense. It is also clear that, as a profit-making venture, there is no prospect of TCW being disbanded in the foreseeable future.

However, a number of submissions have reflected a fair degree of doubt and scepticism, with suspicion that the establishment of TCW is merely a marketing ploy, and that the extent of its benefits do not match Telstra’s claims.

A local presence could have many manifestations, and the different kinds of local presence could bring very different benefits to regional and rural consumers. Potential concerns include:

· the local presence might focus only on the most profitable parts of the region or sectors within the region, and neglect the needs of loss-making areas, and the important objective of intra-regional equity;

· the local presence management team might lose its influence within the company management structure, and, with the best will in the world, might not be able to achieve its objectives for its regional and rural customer base in the face of, for example, re-focussing of company resources; and

· possible future industry or company downturns in financial performance might conceivably lead to a decision to scale down or even abolish the local presence.

The Inquiry believes that the benefits of a local presence, as demonstrated by TCW, are sufficiently important to regional, rural and remote consumers, that there should be a high degree of certainty that it continues, and in a form that will continue to provide significant benefits to the customer base. The best way to guarantee this degree of certainty is through a Government regulatory requirement.

Such a requirement should apply to Telstra, because it has a ubiquitous presence across Australia, and that presence is linked to its regulatory obligations as the universal service provider and the digital data service provider. Requiring Telstra to maintain an effective local presence is wholly consistent with Telstra’s responsibility to effectively deliver service to all Australians under the Universal Service Obligation (USO) and the Digital Data Service Obligation (DDSO).

On the other hand, the Inquiry does not believe that it would be sensible to require other carriers servicing regional and rural areas to maintain a local presence, of the kind exemplified by TCW. The reasons for this finding are:

· the presence of other carriers in regional, rural and remote areas is much more sporadic and scattered than Telstra’s, and any meaningful local presence would be difficult to specify, and even more difficult to justify in a business sense;

· requiring Telstra to provide a local presence would, in any event, be a positive inducement for other carriers to do the same, in order to effectively compete; and

· requiring all carriers to provide a local presence could act as a disincentive for competitive investment, to the detriment of regional, rural and remote consumers.

Requiring only Telstra to maintain a local presence, of the kind demonstrated by TCW, would not impose any commercial or competitive penalties on the company, given that the TCW bottom line is profitable, and that the TCW brand is providing considerable intangible benefits to Telstra. 

Importantly though, any Government regulatory requirement should not unduly prescribe, or interfere with, the way that Telstra conducts its business through TCW. A local presence requirement on Telstra should also not be unduly burdensome, and should be broadly compatible with Telstra’s commercial interests. This is in line with the regulatory policy of the telecommunications regime in Australia, articulated in the Telecommunications Act 1997:

The Parliament intends that telecommunications be regulated in a manner that

….(b) does not impose undue financial and administrative burdens on participants in the Australian telecommunications industry…

RECOMMENDATION 8.1

Telstra should be required to maintain an ongoing local presence in regional, rural and remote Australia. The requirement should only apply to Telstra consistent with its status as the primary universal service provider. The requirement should not be unduly prescriptive or burdensome, and should be broadly compatible with Telstra’s commercial interests.

OPERATION OF A LOCAL PRESENCE REQUIREMENT

A Government requirement for the maintenance of a local presence by Telstra should focus on the outcomes and benefits that are evident from that local presence. It should not seek to prescribe how Telstra should operate in order to achieve those outcomes. The kinds of benefits that the Government should seek to perpetuate include:

· a high degree of decentralised management and decision-making;

· strong representation for regional and rural interests within Telstra’s executive management structure;

· effective direct customer servicing and support, including call centre handling of regional customers, levels of customer satisfaction and effectiveness in addressing customer complaints;

· effective concentration and application of resources in regional, rural and remote Australia, including additional specialist staff who can address the specific needs of rural customers;

· effective coordination of effort in all service areas, and a better focus of responsibility for managing projects and service tasks;

· effective information to regional, rural and remote customers; and

· support through its activities for broader regional community development.

Any local presence requirement should provide a high degree of certainty and reassurance for:

· regional, rural and remote communities—that an effective Telstra local presence will be maintained; and

· Telstra—that it will maintain the right to manage its regional operations autonomously and in its commercial interests.

The Inquiry believes that a structure for requiring a Telstra local presence along the lines of the following would prove effective, and provide the certainty required for all stakeholders.

· The Government could impose a licence condition on Telstra to maintain an effective local presence.

· The licence condition would establish broad objectives for benefits to be achieved from a Telstra local presence (along the lines of the benefits identified above).

· The licence condition would state that the local presence obligation on Telstra should be broadly compatible with its commercial interests.

· Telstra would be required to develop a local presence plan to demonstrate how it would fulfil the objectives through its operations in regional, rural and remote Australia. The local presence plan could include components specific to the operation of TCW in particular regions.

· The plan would be lodged and approved by the Government (or the Australian Communications Authority) and once approved would be made available publicly, including at the regional level, for example, on Telstra’s website and at TCW retail outlets.

· Telstra would be required to report annually (with perhaps six monthly progress reports), on the implementation of its plan over the preceding period. The report (perhaps summarised as necessary) would again be made publicly available. The Inquiry believes that reporting against achievements in each of the regions would provide regional communities with valuable information about the performance of Telstra in their local area.

· The Government would assess whether Telstra’s implementation of its plan met its commitments in the plan. If this was not the case Telstra could be required to comply with its plan in the specific areas of non-achievement.

· The Government would also review and assess whether Telstra’s plan was effectively meeting the objectives specified by the Government. If necessary Telstra could be required to amend its plan to better address the designated objectives.

· The local presence objectives set out in the licence condition would also be reviewed regularly, for example, as part of the review cycle proposed in Chapter 9, to ensure their continuing relevance.

RECOMMENDATION 8.2

Telstra should be required to develop and publish a local presence plan that sets out the range of activities and strategies it would deploy in regional Australia to address the Government’s broad objectives. Telstra would be required to regularly report on its achievements against the plan and to demonstrate to the Government, and to regional communities, that it was providing an effective and beneficial local presence.

SUMMARY OF FINDINGS AND RECOMMENDATIONS

FINDING 8.1

The establishment of Telstra Country Wide(
 (TCW) has significantly improved Telstra’s capacity to respond to local telecommunications needs and issues. TCW is generally accepted and valued by regional, rural and remote customers, although there is still a need to better inform customers of its benefits.

RECOMMENDATION 8.1

Telstra should be required to maintain an ongoing local presence in regional, rural and remote Australia. The requirement should only apply to Telstra consistent with its status as the primary universal service provider. The requirement should not be unduly prescriptive or burdensome, and should be broadly compatible with Telstra’s commercial interests.

RECOMMENDATION 8.2

Telstra should be required to develop and publish a local presence plan that sets out the range of activities and strategies it would deploy in regional Australia to address the Government’s broad objectives. Telstra would be required to regularly report on its achievements against the plan and to demonstrate to the Government, and to regional communities, that it was providing an effective and beneficial local presence.
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