PART TWO: ASSESSMENT

Scope of the assessment

The Terms of Reference provided to the Regional Telecommunications Inquiry (the Inquiry) set out a general requirement for the Inquiry to assess ‘whether telecommunications services to regional, rural and remote areas are adequate.’ 

Term of Reference 1 clarifies the Government’s expectation in this regard by identifying the three key concerns raised by the Telecommunications Service Inquiry (TSI) as the particular service areas that require examination and assessment. These concerns were felt by those who live and work in rural and remote Australia, and related to:

· the timely installation, repair and reliability of basic telephone services;

· adequate mobile phone coverage at affordable prices; and

· reliable access to the Internet.

Accordingly, the Inquiry’s assessment focuses mainly on these three service areas, and examines whether developments—including the Government’s response to the TSI, other Government programs and commercial developments—have adequately addressed consumer concerns in these areas, and put in place adequate services. 

The TSI also raised issues and made recommendations in relation to other service areas, and the Government’s responses and other developments in these areas are also examined and assessed. These include: 

· service levels in remote Indigenous communities; 

· providing access to higher bandwidth services for education and health sectors in regional, rural and remote Australia; 

· training and public access services; and 

· addressing the generally low levels of awareness among regional, rural and remote communities of telecommunications service options and consumer safeguards. 

How is adequacy defined?

The Inquiry believes that inherent in the concept of adequacy is the notion of ‘fit for purpose’, that is, that the service is at a level that enables users to access it readily and use it effectively for the purposes for which it is provided. 

The Inquiry’s approach therefore seeks to establish, in the telecommunications service areas under consideration, whether services that are accessible and ‘fit for purpose’ are being made available to regional, rural and remote Australians. That is:

· they are provided in a timely way; 

· are of good quality and function well;

· are generally reliable; and 

· are priced in a way that enables broad access and take-up by regional, rural and remote consumers. 

How is adequacy assessed?

The Inquiry has concluded that there is no simple way of assessing service adequacy in regional, rural and remote Australia. Instead it has adopted an approach which assesses adequacy against a number of measures, and is sufficiently flexible to take into account the complexities of services being offered in the marketplace, and the impact of other factors that may inevitably limit the capacity to deliver the same level of service to all Australians. 

The TSI report in 2000 concluded that, while there were some identified concerns in rural and remote Australia, consumers in metropolitan areas and large regional centres were generally satisfied with their service levels, and that services in these areas were considered adequate.
 Therefore, a comparison between services in these areas and those applying in rural and remote areas is considered one important way of assessing whether the service concerns identified by the TSI have been adequately addressed, with gaps bridged as much as reasonably possible, assessed on a case by case basis.

Another key component of the Inquiry’s assessment of adequacy in regional, rural and remote areas, relates to those areas of deficiency identified in the TSI report. The Inquiry has closely analysed improvements in those service areas since the TSI report in 2000—improvements arising from the Government’s specific response to the report, other Government programs, commercial service developments, and improved commercial service performance that have happened since that time. 

In some cases, a comparison with appropriate overseas experience has also proved useful in assessing how well regional, rural and remote users in Australia are faring. Finally, the views of regional stakeholders submitting to the Inquiry have been seen as an important gauge of whether consumer concerns in rural and remote Australia have been addressed, and whether individual problems identified in submissions are symptomatic of wider systemic service deficiencies within Telstra or other service providers. 

The assessment process has therefore taken into account the above comparisons and views, in deciding whether services have met the overall ‘fit for purpose’ adequacy test discussed above, while also taking into account the reasonable limits of technical or financial feasibility.

The Inquiry has also considered whether service improvements that are underway, but not yet fully implemented, should be considered in the overall assessment of adequacy. An example is the three major contracts that the Government has in place with Telstra to provide improved mobile coverage in population centres and along regional highways, which are due to be completed over the next two years.

While these service improvements are not yet fully rolled out, and the benefits not yet fully available to consumers, the Inquiry has found that there is high degree of certainty both that these service improvements will be realised, and that the benefits can be clearly identified. The Inquiry considers it sensible to include such ‘locked in’ service improvements in its overall assessment of adequacy. 

The Inquiry therefore considered that service improvements that are under way should be considered as part of the assessment of adequacy, but only if the following could be demonstrated:

· there is a high degree of certainty that the improvements will be delivered, as a result of contractual agreement, formal undertaking or regulatory requirement;

· the improvements are clearly identifiable and quantifiable, either as defined new service infrastructure and service outcomes, or as service standards defined under regulatory instrument; and

· the improvements will be realised within specific and acceptable time frames, and in general as soon as logistically possible.

Why not define prescribed benchmarks?

Some submissions have suggested that objective and tightly defined service benchmarks need to be established against which regional services should be judged. The Inquiry notes that that Government already sets service standards of a similar nature, through regulatory mechanisms such as the Customer Service Guarantee (CSG) and most recently the Network Reliability Framework. However, the Inquiry believes that it is not feasible to adopt this approach in defining service adequacy benchmarks for the full range of telecommunications services and service elements. 

Issues identified in setting prescribed benchmarks across all services and service elements include:

· the extreme difficulty of setting benchmarks across all areas that reflect complexities and variations in technologies and market offerings;

· the likely arbitrary nature of points at which benchmarks would be set, and consequent inevitable dispute about them; and

· the difficulty of such an approach adequately taking into account variation in consumer service needs. For example, a frequent criticism of the CSG service standards is that they prevent service providers offering consumers service choice and price or quality trade-offs. 

Should services be equal with metropolitan levels?

Another proposition put forward in a number of submissions is that regional and rural services should be measured against metropolitan service levels, and that they should not be considered adequate until they are equal with metropolitan services, presumably against all service parameters—including price, service reach, quality and reliability.

While the Inquiry agrees that comparing rural with metropolitan service levels is an important part of the assessment of adequacy, it does not agree with the assertion that rural services cannot be considered adequate until they are absolutely equal, in all respects, with metropolitan services. There are very few, if any, essential services, in Australia or overseas, where the provision of service is absolutely equal across the entire country. 

The reality is that in telecommunications factors such as geographic isolation, the high cost of delivery in some areas, limitations of particular technologies (including where they are affected by climate or topography), and lack of commercial viability in some areas, mean that not all consumers across the country can expect access to exactly the same suite of services, at exactly the same price, and in exactly the same time frames. In the Inquiry’s view, the essential issue is whether all consumers across the country have access to a level of service, and a price of service, across the key service areas that allows broad take-up, effective use of services and comparable consumer benefits. 

Summary of assessment methodology

The methodology adopted by the Inquiry in examining the three key service areas of fixed telephones, mobile telephones and Internet services can be summarised as follows:

· examine and assess the key service elements of each of the three key service areas, including competition and coverage, pricing, connecting the service, service quality and reliability, repairing the service, and customer service generally;

· assess other service areas identified as important by the TSI report, and in submissions to the Inquiry;

· for those service elements where the need for improvement was identified by the TSI report, assess to what extent improvements have been made over the past two years, as a result of the Government’s response to the TSI report (including ‘locked in’ improvements that are currently under way), other Government actions and commercial developments; 

· as a result of developments since the TSI report, assess how rural and remote services now compare with those in metropolitan and large regional centres, taking into account reasonable differences that may result from technology limitations, logistical difficulties or other impediments resulting from geographic isolation ;

· where appropriate, make comparison with relevant overseas experience; 

· consider the information and views put forward in submissions to the Inquiry, and in bilateral meetings with key stakeholders; and

· reach an overall conclusion in each of the service areas as to whether the levels of service now in place in regional, rural and remote Australia can be considered adequate, measured against the general ‘fit for purpose’ objective identified above.
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