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The emerging competitive environment is encouraging carriers to invest, innovate and 
compete for customers. Yet this emerging state of competition has not occurred 
without pressure on regulatory mechanisms. Industry has been progressively forced to 
rely more on ACCC processes to resolve impasses in commercial negotiations for 
access to regulated services. 2006–07 saw the highest number of access disputes 
notified in a single year, and continues the increasing trend for arbitration as a 
mechanism for resolving industry disputes. 

Increased investment has enabled access seekers to differentiate their downstream 
product offerings to compete more vigorously for retail customers. As a result, end 
users are now able to access the internet using faster connections with increasing 
theoretical maximum speeds over ADSL2+ technology or upgrades to both Telstra’s 
and Optus’s HFC networks. The increased accessibility of competitive mobile 
broadband internet is another recent innovation that is likely to contribute to future 
changes in consumer behaviour.  

Consumers are starting to reap the benefits of the investments and innovations made 
by carriers. There is now a range of communications services available to consumers 
through an increasing number of access providers, over a range of different 
technology platforms, at competitive price points. As the industry continues to evolve, 
it is important that the benefits of competition are preserved.   

The Australian Government has announced its intention to deliver a high-speed 
national broadband network to 98 per cent of Australians, increasing speeds to a 
minimum of 12 megabits per second (Mbps). The government has committed to 
making a public investment of $4.7 billion towards the new network, with the 
network builder to be determined through an open and transparent process to be held 
in 2008.

Upgrading networks by pushing fibre closer to end users may mean that certain 
currently regulated bottleneck services, such as the ULLS and LSS may no longer be 
available, with subsequent implications for the effectiveness of competition in 
telecommunications markets. However, the ACCC considers that there are a range of 
regulatory and institutional arrangements that could potentially satisfy the 
government’s objectives for the national broadband network on price and open 
competition, and notes the government’s intention to enact legislative change if 
required to achieve those objectives.

Report 2—Changes in the prices paid for telecommunications services in Australia

The overall average price paid by consumers for telecommunications services fell in 
real terms by 2.7 per cent in the 2006–07 financial year. Average prices paid for 
fixed-line services fell by 3 per cent and average prices for mobile services fell by 2.3 
per cent.

The decline in average prices could have been influenced by several factors, including 
productivity gains in the telecommunications sector and greater price competition 
faced by providers of fixed-line services.  



The fall in prices paid for fixed-line services was not reflected evenly across the 
residential and business segments. Average prices paid by residential and business 
customers fell by 1.6 per cent and 5.3 per cent respectively. As in previous years, 
price falls for businesses continued to exceed price falls for residential consumers in 
2006–07.

Across the individual fixed-line services, price falls in 2006–07 for national long 
distance and fixed-to-mobile have been the largest, with prices falling by 15.9 per 
cent and 7.5 per cent respectively. The retail price decline for fixed-to-mobile services 
could have been affected by the declining cost of inputs—in particular, mobile 
terminating charges—as a result of the ACCC’s recent decisions on charges for the 
mobile terminating access service. 

During 2006–07 the average price for basic access increased by 6.6 per cent, with 
average price for residential customers increasing by 11.5 per cent. The increase may 
be a result of carriers passing on an increase in the price of wholesale basic access by 
Telstra to its customers. It could also be due to the introduction of subscription plans, 
which result in the associated revenues being reported against basic access.  

In mobile services retail markets, average prices paid by consumers fell by 2.3 per 
cent in 2006–07. Prices for GSM services decreased by 2.7 per cent, while prices for 
CDMA services increased by 2.6 per cent.

Prices paid for post-paid GSM services decreased by 6.5 per cent, while prices paid 
for pre-paid GSM services increased by 2.4 per cent. In particular, the average prices 
for post-paid and pre-paid CDMA services increased by 2.9 per cent and 2.1 per cent 
respectively. As a result of the closure of the Hutchison (Orange) CDMA network in 
August 2006, the mobile index had to be re-weighted to provide an accurate account 
of price changes for CDMA networks in 2006–07. The ACCC anticipates that 3G 
mobile services will be included in the mobile service index in future reports. 

The ACCC is currently examining the appropriate methodology for estimating 
movements in internet service prices and it is anticipated that an internet services 
index will be included in the 2007–08 report. 

Yours sincerely

Graeme Samuel 
Chairman 
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List of shortened forms

3G third generation mobile communications

ACMA  Australian Communications and Media Authority

ACompT Australian Competition Tribunal

ADSL  asymmetric digital subscriber line

ADSL2+  extends the data capability of basic ADSL by using a greater frequency  
band for the downstream direction for a particular geographic reach

BCS basic carriage services 

CAN  customer access network

CDMA  code division multiple access  

CLLS conditioned local loop service

CPI consumer price index

cpm  cents per minute

CSG  customer service guarantee

CSP  carriage service provider

DBCDE Department of Broadband, Communications and the Digital Economy

DCITA  Department of Communications, Information Technology and the Arts  
(now known as the DBCDE)

DDAS digital data access service

xDSL  digital subscriber line 

DSLAM  digital subscriber line access multiplexers

DTCS domestic transmission carriage service

FTM  fixed-to-mobile

FTTN  fibre-to-the-node

Gbps gigabits per second

GSM  global system for mobiles

HFC  hybrid fibre coaxial

HSPA  high speed packet access

ISP  internet service provider

ISDN  integrated services digital network
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Kbps  kilobits per second

LCS  local call service

LSS  line sharing service

LTIE  long-term interests of end users

Mbps  megabits per second

MTAS  mobile termination access service

MVNO  mobile virtual network operator

NBN national broadband network

NPTC non-price terms and conditions

OECD Organisation of Economic Cooperation and Development 

OSP operational separation plan

PSTN  public switch telephone network

PSTN OA public switch telephone network origination access

PSTN O/TA  public switch telephone network origination/termination access

PSTN TA public switch telephone network termination access

RAF regulatory accounting framework

RKR  record-keeping rule

SAO  standard access obligations

SAU special access undertakings

TEA Telstra efficient access (Telstra cost model)

TIO  Telecommunications Industry Ombudsman

the Act Trade Practices Act

the tribunal Australian Competition Tribunal

TSLRIC+ total service long-run incremental cost plus an allocation of indirect overhead costs

ULLS  unconditioned local loop service

VoIP  voice over internet protocol

W-CDMA wideband code division multiple access (also referred to as 3G)

WLR  wholesale line rental
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1 Summary

Under Part XIB, Division 11, s. 151 CL(1) of the Trade Practices Act 1974 (the Act), the Australian 
Competition and Consumer Commission (ACCC) is required to provide to the Minister for Broadband, 
Communications and the Digital Economy (DBCDE) an annual report on competitive safeguards 
within the Australian telecommunications industry. 

This report covers the financial year 2006–07 and ongoing actions immediately afterwards.  
All of the ACCC publications referred to in this report are available at www.accc.gov.au. 

The key findings of the report are outlined below. 

1.1 State of competition 

2006–07 saw the highest level of investment in telecommunications since the sector was opened 
up to competition in 1997. During the period carriers announced, or commenced investment in, 
expanding and/or improving the data capability of their 3G mobile networks, increasing speeds 
over hybrid fibre coaxial (HFC) networks and investing in wireless networks and competing backhaul 
transmission capability. Announcements were also made about future investments in international 
undersea cables and satellite launches.  

The period was significant in terms of carrier take-up of regulated unbundled services provided over 
Telstra’s customer access network. Both line sharing service (LSS) and unconditioned local loop service 
(ULLS) lines doubled during 2006–07, with over half a million unbundled services currently  
in operation. 

The emerging competitive environment is encouraging carriers to invest, innovate and compete 
for customers. Yet this emerging state of competition has not occurred without any pressure on 
regulatory mechanisms. It appears that industry has been progressively forced to become more reliant 
on ACCC processes to resolve impasses in commercial negotiations for access to regulated services. 
2006–07 saw the highest number of access disputes notified in a single year, continuing the trend  
of arbitration as a mechanism for resolving industry disputes.

Increased investment has enabled access seekers to differentiate their downstream product offerings 
to compete more vigorously for retail customers. Users are now able to access the internet using 
faster connections with increasing theoretical maximum speeds over ADSL2+ technology or over 
upgrades to both Telstra’s and Optus’s HFC networks. The increased accessibility of competitive 
mobile broadband internet is another recent innovation that is likely to contribute to future changes 
in consumer behaviour. 

Consumers are starting to reap the benefits of the investments and innovations made by carriers. 
There are now a range of communications services available to consumers through an increasing 
number of access providers using different technology platforms at competitive price points.  
As the industry continues to evolve, it is important that the benefits of competition are preserved.  
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The Australian Government has announced its intention to deliver a high-speed national broadband 
network to 98 per cent of Australians, increasing speeds to a minimum of 12 Mbps. The government 
has committed to making a public investment of $4.7 billion towards the new network, with the 
network builder to be determined through an open and transparent process in 2008. 

Upgrading networks by pushing fibre closer to end users may mean that certain currently regulated 
bottleneck services, such as the ULLS and LSS may no longer be available, with consequential 
implications for the effectiveness of competition in telecommunications markets. However, the ACCC 
considers that there are a range of regulatory and institutional arrangements that could potentially 
satisfy the government’s objectives for the national broadband network on price and  
open competition and notes the government’s intention to enact legislative change if required  
to achieve those objectives. 

1.2 Anti-competitive conduct  
and consumer safeguards 

During 2006–07 the ACCC undertook eight investigations into anti-competitive conduct. In all 
of these investigations, the ACCC’s inquiries suggested that there was insufficient material to 
substantiate the alleged conduct or to establish the requisite ‘reason to believe’ threshold under  
Part XIB of the Act to take further action.

A total of 4678 consumer protection complaints about the telecommunications industry were 
registered with the ACCC in 2006–07. This was a significant increase from the 3117 received  
in the previous year.  

Thirteen major Part V investigations were progressed in 2006–07. Several additional smaller 
investigations were resolved administratively in the initial stages.

The ACCC received some third line forcing notifications from participants in the telecommunications 
industry during the period. All notifications received were allowed to stand on public benefit grounds.  

1.3 Monitoring and reporting 

In 2006–07 the ACCC reviewed its monitoring activities. The ACCC decided to cease a number of 
monitoring instruments but also initiated other monitoring mechanisms to assist with its regulatory 
processes. In 2006–07 the ACCC: 

revoked its internet interconnection record keeping rule (RKR) and disclosure direction •	

discontinued the collection of data and publication for its monthly broadband snapshot  •	
following the minister’s decision to revoke the Monitoring and Reporting on Competition  
in the Telecommunications Industry Determination 2003 (No.1)

provided the minister with a report on Telstra’s compliance with retail price controls  •	
(the report is yet to be tabled in parliament)
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introduced two RKRs to assist with its regulatory functions—the Telstra customer access network •	
RKR and the audit of telecommunications infrastructure assets RKR

removed two existing RKRs—the unconditioned local loop access RKR and unconditioned local •	
loop access (service delivery) RKR

revised the bundling RKR issued to Telstra in March 2006. •	

1.4 Access to telecommunication services 

In 2006–07 the ACCC commenced several public inquiries into the declaration of particular 
telecommunication services. The ACCC commenced public inquiries into the possible  
re-declarations of:

Telstra’s LSS•	

digital data access service (DDAS) and integrated services digital network (ISDN) •	

a possible variation to the ULLS. •	

In addition to these reviews, the ACCC has commenced public examinations into applications  
for partial declaration exemptions from standard access obligations for:

Telstra’s local call service (LCS) and wholesale line rental (WLR) •	

domestic transmission carriage service (DTCS), public switch telephone service origination/•	
termination access (PSTN O/TA) 

the supply to Optus of all regulated services in areas that coincide with Optus’s cable network.  •	

The ACCC was required to arbitrate 35 new access disputes submitted to it in the period. Twenty-six 
new arbitrations were submitted to the ACCC for disputes over access to regulated services provided 
over the fixed-line network while nine new access disputes related to regulated mobile services.  

The ACCC also assessed the reasonableness of three ordinary and special access undertakings 
submitted during the period. The ACCC also assisted the Australian Competition Tribunal  
(the tribunal) in its review of ACCC decisions that were appealed by access providers. 

1.5 Activities under the Telecommunications Act 

Under the Telecommunications Act 1997 Telstra must provide the minister with a draft operational 
separation plan (OSP) that supports the identified objectives in the Telecommunications Act. The 
ACCC continued to perform its role in monitoring and reporting on Telstra’s activities under its 
submitted OSP.
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The ACCC continued to perform its role in monitoring Telstra’s compliance with the price equivalence 
framework in 2006–07. This framework tests the revenue margin resulting from changes in wholesale 
and/or retail prices as a guide in identifying possible anti-competitive price conduct by Telstra.

Since the implementation of the OSP, the ACCC has conducted investigations into the conduct of 
Telstra which have raised concerns about the promotion of equivalence as well as the robustness of 
the current organisational arrangements contained in the OSP. The ACCC raised these issues with the 
previous government and proposed recommendations to address the issues. However, formal policy 
advice from the previous government was not received. 

The ACCC also has a role in arbitrating issues that arise under the Telecommunications Act and  
are in dispute between parties. Disputes covered by the Telecommunications Act include:

access to telecommunications transmission towers and underground facilities •	

access to supplementary facilities (such as exchanges) •	

the provision of pre-selection and number portability. •	

The ACCC arbitrated one access dispute under the Telecommunications Act during the reporting 
period. The dispute was notified by Telstra in August 2006 and related to the price paid by Optus to 
access telecommunications towers owned and operated by Telstra. The parties notified the ACCC in 
October 2007 that they had reached a commercial agreement over the matter. 

1.6 Activities under the Radiocommunications Act

The passing of the Broadcasting Legislation Amendment (Digital Radio) Bill in May 2007 amended the 
Radiocommunications Act 1992 such that it now provides a timeline for the introduction of digital 
radio in Australia by 1 January 2009. 

Digital radio multiplex licences will be issued by the Australian Communications and Media Authority 
(ACMA) around the end of May 2008, with transmission due to start on 1 January 2009. Under the 
Radiocommunications Act, the ACCC is responsible for assessing access undertakings that must be 
developed by digital radio multiplex licensees. The undertakings will ensure that access to ‘multiplex’ 
transmission capacity occurs on terms that are open and efficient. The ACCC will also be required 
to have an ongoing role in overseeing the access regime and, if required, arbitrate access disputes 
between infrastructure owners and licence holders.

The Radiocommunications Act gives ACMA the power to issue two new licences for new digital 
television services (known as Channel A and Channel B)—subject to government policy. 

To be eligible to participate in a process for the allocation of spectrum for Channel B, parties must 
lodge an access undertaking that will govern the terms and conditions on which other parties are 
able to access the service. The undertaking must also be in a form that is acceptable to the ACCC. 
Following the allocation of the Channel B licence, the ACCC will be responsible for overseeing the 
access regime and any subsequent variations posed for the undertaking. On 15 December 2006 the 
ACCC released a discussion paper seeking stakeholders’ views on the access regime that will apply to 
Channel B. Submissions from 17 parties were received in response to the discussion paper.
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2 Overview of the  
state of competition in 
telecommunications markets 

2.1 Overview 

The state of competition in telecommunications markets receives particular attention from 
policymakers and regulators in Australia and around the world because the introduction of 
competition into previously monopolised markets has brought, and will continue to bring, 
improvements to the sector in price, quality and innovation.

The effectiveness of competition in telecommunications markets is a strong indicator of the health of 
the industry in terms of the incentives placed on firms to invest, innovate and compete for end users 
in a sustainable manner in the long term. Like all essential infrastructure services, telecommunications 
plays a critical role in the effective functioning of the Australian economy. Its potential to enable and 
underpin strong growth opportunities is significant; equally, any threats to the competitive process 
undermine its potential to deliver these opportunities. 

The nature of competition in telecommunication markets 

Since the telecommunications sector was opened up to competition in 1997 the industry has evolved 
considerably. However, despite the gradual introduction of competition and rapid technological 
change since that time, Telstra has maintained its dominant position in Australian telecommunications 
markets. A key factor in its success has been its historical position as the owner of the ubiquitous 
fixed-line customer access network (CAN). 

At present, the technical capability and reach of Telstra’s fixed-line CAN is generally equivalent or 
superior to the investments made by its competitors in alternative customer access networks. The HFC 
network represents the largest alternative fixed voice networks in Australia. This investment has been 
undertaken by both Telstra and Optus, with their HFC networks having substantially similar coverage, 
both passing by approximately 2 million premises. However, this coverage is significantly less than 
Telstra’s fixed-line copper CAN.

For many years, industry commentators have advanced the view that technological change will 
erode the market power held by incumbent fixed-line network operators. Wireless/mobile networks 
are increasingly capable of providing competitive voice and lower bandwidth data services, with 
expectations that shared cell bandwidth capacities will continue to increase over time. However, as 
noted recently by Telstra’s Chief Technology Officer, Dr Hugh Bradlow, developments in fixed-line 
technologies are also leading to substantial improvements in the capabilities of fixed-line networks. 
When announcing recent upgrades to Telstra’s Next G shared cell bandwidth capabilities, Telstra Chief 
Executive Officer Sol Trujillo similarly observed that such advances would not obviate the need for
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higher bandwidth fixed networks.1 The ability of fixed-line networks, such as Telstra’s CAN, to 

evolve to meet ever-increasing consumer bandwidth requirements may be difficult for alternative 
technologies (including wireless) to match, particularly in densely populated metropolitan regions. 
Accordingly, alternative networks appear to be at best imperfect substitutes given the coverage and 
functionality which can be delivered over fixed-line networks.  

Underpinned by the regulatory regime, competition in the telecommunications industry has 
progressed in the last 10 years to the extent that there are now four independent competing 
mobile network operators and an increasing number of access seekers with their own wholesale 
infrastructure providing a wide range of fixed-line voice and data services. In addition, access to 
regulated services is also facilitating alternative backhaul network investments by firms. Data provided 
to the ACCC in response to the audit of telecommunications infrastructure assets indicates that a 
significant number of metropolitan exchanges have multiple backhaul providers.  

While investment in alternative technological platforms is indicative of industry progress, it does not 
obviate the need for regulated access to key bottleneck services such as Telstra’s fixed-line network. 
The ability of competitors to access regulated services at cost-reflective prices is having a real impact 
on the way in which access seekers are competing for end users and plays an important role in the 
ongoing viability of competition in the industry. 

The composition and unique characteristics of the industry have meant that competition has 
developed unevenly and at a range of levels with providers competing in different markets by:

reselling Telstra’s wholesale products or•	

accessing regulated services to interconnect with their own equipment to provide services to  •	
end users or 

investing in alternative networks.•	

That said, telecommunications markets in Australia appear to be increasingly characterised by a 
growing number of industry participants willing to invest in a range of technological options, both 
regulated and unregulated, to meet the increasingly diverse communication needs of end users. 

2006–07 saw the highest level of investment in telecommunications since the sector was opened to 
competition in 1997. During this period carriers and ISPs continued to invest in telecommunications 
infrastructure, with investment amounting to $8.7 billion.2  Carriers announced or commenced 
investment in expanding and/or improving the data capability of their 3G mobile networks, increasing 
speeds over HFC networks and investing in wireless networks and competing backhaul transmission 
capability. Announcements were also made about future investments in international undersea cables 
and satellite launches.  

1 Luke Coleman, ‘Sol: booming wireless speeds won’t impact adversely on FTTN prospects’, Communications Day,  
18 February 2008.

2 Australian Bureau of Statistics, Australian System of National Accounts, catalogue 5204.0, table 71  
(figures revised from those recorded in previous reporting periods). 
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There was significant carrier take-up of regulated unbundled services provided over Telstra’s customer 
access network in this period. Both LSS and ULLS lines doubled during 2006–07, with over half a 
million unbundled services currently in operation. Data provided to the ACCC under the Telstra CAN 
RKR indicates that in late 2007 there was a significant increase in the number of exchange service 
areas in Band 2 with at least six ULLS providers. The higher take-up of unbundled services appears to 
be the result of a combination of falling prices for enabling equipment, increased consumer demand 
and a reduction in regulated prices towards Telstra’s costs. There are now approximately 19 ISPs  
that have invested in DSL broadband equipment offering broadband services in a large number  
of exchange services areas throughout the country, predominantly in metropolitan regions. 

But any actual or perceived threat to the regulation required for providers to create end-to-end 
telecommunications services can have a chilling effect on investment across the entire industry. 
Arguably, Telstra’s announcement of a proposal to roll out fibre-to-the-node (FTTN) in  
November 2005—still to be actioned—had this short-term effect. However, in the absence of 
any actual rollout, it is apparent that investment in ULLS and LSS facilitating equipment, and 
complementary transmission facilities, has recommenced in 2006–07.

The current regulatory regime

As noted above, the emerging competitive environment is encouraging carriers to invest, innovate 
and compete for customers. Yet this emerging state of competition has not occurred without any 
pressure on regulatory mechanisms. 

Industry has been progressively forced to become more reliant on ACCC processes to resolve 
impasses in commercial negotiations for access to regulated services. During 2006–07, 35 new 
telecommunications access disputes—26 fixed-line service disputes and nine mobile service 
disputes—were bought before the ACCC for arbitration under Part XIC of the Act. This is the highest 
number of access disputes notified in a single year, and continues the increasing trend for arbitration 
as a mechanism for resolving industry disputes, due to the refusal of access providers to provide 
reasonable terms and conditions for access. Since 1997 over 100 access disputes have been notified 
under Part XIC. In contrast, three access disputes have been notified under Part IIIA of the Act.3

Obstructions to the competitive environment were not limited to ACCC arbitration processes.  
Telstra and other access providers seem to have general incentives to delay, through legal, price and 
non-price means, the timely provision of access on reasonable terms. While the current accounting 
separation regime has the ability to capture, on average, long-term systematic discrimination on a 
limited set of measures, it does not capture individual instances of discrimination, nor does it remove 
the incentive to discriminate. These incentives are difficult to ameliorate through regulation; rather, 
regulatory processes may need to be strengthened to lessen their impact. 

No ordinary access undertaking submitted by an access provider was found to be reasonable by the 
ACCC against the assessment criteria in the Act. In 2006–07 the Australian Competition Tribunal  
(the tribunal) handed down two decisions4 to affirm the ACCC’s decisions to reject Telstra’s two 

3 Part IIIA, inserted into the Act in 1995, sets out a number of mechanisms by which access can be obtained to services 
including declaration and arbitration. Disputes notified under Part IIIA have been in relation to the airports, gas and  
water regimes.

4 Telstra Corporation Limited (No. 3) [2007] ACompT 3.
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ordinary access undertakings for the ULLS. The tribunal also affirmed ACCC decisions not to accept 
ordinary access undertakings submitted by Optus5 and Vodafone6 respectively for the supply of their 
domestic GSM terminating access service. In each instance where an access provider has appealed an 
ACCC decision not to accept an undertaking to the tribunal, the ACCC’s original decision was found 
to be reasonable. 

With increased investment in various telecommunications markets, the ACCC has been proactive 
in assessing the continued need for declaration of certain key bottleneck infrastructure services in 
promoting the long-term interests of end users. In the second half of 2007, the ACCC received nine 
exemption applications from Telstra for some services provided over its fixed voice network. The 
submission and subsequent consideration of these exemption applications reflects  
the ability of the current regulatory regime to evolve with, and appropriately reflect, the dynamic 
nature of telecommunications markets.  

Market developments

Increased investment has enabled access seekers to differentiate their downstream product offerings 
to compete more vigorously for retail customers. Users are now able to access the internet using 
faster connections with increasing theoretical maximum speeds over ADSL2+ technology or over 
upgrades to both Telstra’s and Optus’s HFC networks. However, it is important to note that because 
of factors such as proximity from the exchange building, network congestion etc., maximum 
theoretical speeds are rarely achieved in practice. The ACCC launched an industry-wide campaign 
about the advertising of broadband speeds in October 2006 that led to significant changes in the 
way that ADSL2+ services are marketed to consumers.   

As communication services have become more accessible, consumers appear to be accommodating 
an increasing range of services into their daily routines. It is not uncommon for households to have 
connections for fixed telephony, mobile voice (possibly multiple connections), internet (fixed and/
or wireless) and pay television. As part of this trend, service providers are offering bundled services 
with a range of discounts to consumers. During the reporting period some carriers introduced new 
subscription based (bucket) offers for fixed voice customers. These plans offer discounts on local calls 
and capped national long-distance calls that, in the past, were typically charged on the time of day, 
destination and duration of the call. 

As broadband becomes increasingly important as a medium for communication, entertainment and 
source of reliable information, consumers are seeking more effective and timely access to the internet. 
This demand is resulting in a continuation of consumer migration to broadband connections—
increasingly available over existing and upgraded networks—offering faster speeds and larger 
download caps. 

The introduction of mobile broadband internet is another recent innovation that is likely to 
contribute to future changes in consumer behaviour. Where mobile phone handsets were once used 
just for voice calls, they now accommodate both voice and internet traffic. As connection speeds, 
performance and price improve, users will increasingly integrate this service into their business and 

5 Re Optus Mobile Pty Ltd & Optus Networks Pty Ltd [2006] ACompT 8.

6 Re Vodafone Network Pty Ltd & Vodafone Australia Ltd [2007] ACompT 1.
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daily life. This is already apparent from the availability and consumer take-up of new data services, 
such as news, entertainment and sporting programs, on 3G high-speed packet access (HSPA) carrier 
networks on 3G mobile handsets. Consequently, in 2006–07 there was considerable investment in  
3G infrastructure and other wireless technology. 

The extent to which consumers will consider wireless/mobile broadband internet access technologies 
as substitutes for fixed technologies is currently unclear. Each access technology offers different 
quality of service characteristics—for example, it is unlikely that mobile broadband solutions will 
be capable of providing, to the mass market, the bandwidth required to compete against fixed 
technologies in the provision of high bandwidth applications such as file/video sharing, IPTV etc. 
However, for applications such as web browsing, email and instant messaging, it is possible that  
the capabilities of mobile broadband are sufficiently comparable to fixed broadband. 

The ACCC believes that the take-up of internet access technologies in coming years will follow a 
comparable path to that of voice access technologies. So, while the take-up of mobile broadband 
access devices is likely to increase as consumers want to access the internet while on the go, they  
are likely to retain a fixed broadband access line to access high bandwidth applications. Therefore,  
it is likely that end users will view mobile and fixed broadband products as complementary, rather 
than substitutable, products. 

The incentive to innovate as a response to changing consumer demand is also resulting in a variety 
of internet access options for consumers. For example, the launch of naked DSL broadband internet, 
a product which to date has only been made available by ULLS access seekers and nomadic (fixed) 
wireless internet service providers, means that consumers can now obtain a broadband connection 
without having to purchase an accompanying fixed voice service. 

During 2006–07 the retail prices for voice services—excluding internet services—fell by 2.7 per cent.7 
This is the third year in a row that the prices for voice services have declined. While the overall price 
for voice services decreased, the reductions were not experienced in all voice products. New fixed 
voice plans seem to correspond with the longer term trend of ‘rebalancing’ PSTN access prices against 
calling product prices. Calling prices are being heavily discounted, but to some extent this is offset 
by increased access prices. This rebalancing was more pronounced in 2006–07 with access prices 
increasing by 6.6 per cent8 compared with a fall in price of 2.4 per cent in 2005–06.9 

There is no corresponding trend information available for internet service prices. However, the  
Internet Industry Association’s broadband index shows that internet consumers can benefit from  
the increasing speeds offered by carrier investments into faster technologies at no significant increase 
in price.10 Carriers are also increasing the size of their data caps without a corresponding increase  
in price.11  

7 ACCC, ACCC telecommunications reports 2006–07. 

8 ibid. 

9 ibid.  

10 Internet Industry Association, Spectrum/IIA Broadband Index (Q3 2007), 1 October 2007, p. 1.

11 Internet Industry Association, Spectrum/IIA Broadband Index (Q4 2008), 14 January 2008, p. 1.   
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Consumers are starting to reap the benefits of the investments and innovations made by  
carriers. There are a range of communications services now available to consumers through  
an increasing number of access providers, over a range of different technology platforms, at 
competitive price points. As the industry continues to evolve, it is important that the benefits  
of competition are preserved.          

Fixed network upgrade 

Upgrading the fixed copper network would be a gain for consumers in terms of meeting their  
current and future requirements for high-speed telecommunication applications, provided service 
prices remain accessible. Competition is important for ensuring that service delivery is correctly  
priced during and after any network upgrade. 

The Australian Government has announced its intention to deliver a high-speed national broadband 
network to 98 per cent of Australians, increasing speeds to a minimum of 12 Mbps. The government 
has committed to a public investment of $4.7 billion towards the new network, with the network 
builder to be determined by an open and transparent process to be held in 2008. 

As noted above, Telstra has had a longstanding proposal to roll out an FTTN network. However, no 
proposal has been formally put to the ACCC for its consideration. In May 2007 FANOC Pty Ltd (a 
company created by a group of companies known as G9) lodged a special access undertaking (SAU) 
with the ACCC for third party access to a bitstream access service over a proposed ADSL2+ FTTN 
network. In a draft decision released in December 2007, the ACCC noted that while it was generally 
comfortable with some elements of FANOC’s proposal, the undertaking itself was not considered 
to be reasonable. The ACCC’s concern was that the SAU allowed FANOC too much discretion to 
determine access prices over the 15-year undertaking period without sufficient regulatory audit and 
review of key inputs.

The ACCC considers that there are a range of regulatory and institutional arrangements that could 
potentially satisfy the government’s intention for a national broadband network consistent with 
the longstanding objectives of Part XIC of the Act. The set of arrangements delivering the greatest 
possible benefits to end users should be preferred. 

Finding an appropriate path to upgrade legacy telecommunications access network infrastructure  
is not a matter unique to Australia. Internationally—particularly in the European Union—incumbent 
operators and regulators are also in the process of considering an appropriate framework for 
upgrading their legacy copper networks to the next generation of fibre-based networks.  

Upgrading networks by pushing fibre closer to end users may mean that certain currently regulated 
bottleneck services, such as the ULLS and LSS, may no longer be available, with consequential 
implications for the effectiveness of competition in telecommunications markets. Migration and 
transition arrangements for these and other services, where required, to replacement products  
can help to mitigate such implications. 
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The government has noted that, as part of any next generation access network rollout, it will seek  
to ensure that there is an open access network that provides equivalence of access charges and scope 
for access seekers to differentiate their product offerings. The government has signalled that it will 
enact legislative changes if required to achieve these objectives.12

2.2 Investment 

In 2006–07 firms continued to invest heavily in telecommunications infrastructure. Investment in 
communications increased from $7.1 billion in 2005–06 to $8.7 billion in 2006–07, an increase 
of $1.6 billion dollars.13 This is the highest level of investment since the government opened the 
telecommunications sector to competition.  

Investment during the period occurred at different levels of the market covering a range of 
telecommunication technologies. The strong take-up of regulated services complemented industry 
investment in compatible access technologies and transmission infrastructure during the period. 

There are now multiple firms that have invested in backhaul transmission networks, including 
Nextgen, PIPE networks, Powertel, Silk Telecom and Soul.14 However, despite these investments, the 
coverage of these networks is disparate, and Telstra remains the only transmission operator on a 
significant number of transmission routes. 

ISPs continued to invest in DSLAMs in the period with 298 new exchanges enabled for DSL. The 
majority of these exchanges were located in regional areas. Telstra was the most active provider in 
rolling out ADSL2+ DSLAMs. By October 2007 Telstra had re-established its position as Australia’s 
number one ADSL2+ provider, with ADSL2+ DSLAMs housed in 476 exchange service areas.15  
Other providers also continued to invest in DSLAM technology—for example, TPG doubled its  
DSLAM footprint to 198 exchanges. However, investment in DSLAMs still appears to be largely  
limited to metropolitan and urban areas. More expansive competitive DSLAM investments from 
competing ISPs may be tempered by the possibility of a future network upgrade.   

Regional DSLAM rollouts in the period were assisted by government funding under its Australian 
Broadband Guarantee (ABG) program. The ABG provides Australians unable to access a metro-
comparable broadband service at their principal place of residence or small business a one-off subsidy 
to assist in the installation and operation of a broadband internet connection.16 On 10 October 2007 
the government announced that as part of the ABG it had signed a funding deed with Telstra  
to switch on ADSL broadband to 211 exchanges across Australia.17  

12 Australian Labor Party, New directions for communications—a broadband future for Australia—building a national broadband 
network, March 2007.

13 ABS, Australian System of National Accounts, catalogue 5204.0, table 71 (figures revised from those recorded in previous 
reporting periods).

14 ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07, ACMA, Melbourne,  
2007, pp. 11–12.

15 Tim Marshell, ‘Telstra flexes muscle to gain ADSL2+ DSLAM deployment dominance’, Communications Day,  
9 October 2007.

16 DBCDE website: www.dbcde.gov.au/communications_for_consumers/funding_programs__and__support/australian_
broadband_guarantee_-_for_consumers.

17 Minister for Communications (Hon. Helen Coonan) media release 159/07, ‘Telstra signs agreement with government to switch 
on ADSL broadband in more than 200 communities’, 10 October 2007.   
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Given the increasing capacity of mobile technology to provide both voice and data services, carrier 
investments into their mobile networks transcended the divide between voice and data services.  
In 2006–07 carrier investments seemed centred on improving the capability of their networks to 
service both data and voice needs of end users. 

Telstra increased the coverage and speed of its Next G mobile network, advertising network shared 
speeds of up to a theoretical maximum of 14.4 Mbps using HSPA technology.18 Other mobile network 
operators in Australia also invested in their 3G networks to improve coverage and/or data capability. 
Optus announced on 30 January 2007 that it was expanding the footprint of its 3G network to  
96 per cent of the population with the network also offering HSPA technology for data 
transmission.19 Vodafone and Hutchison (which only operate mobile networks) also invested 
significantly in mobile 3G HSPA technology during the period. Vodafone announced that it intends 
to roll out its own 3G HSPA network to 95 per cent of the Australian population.20 Hutchison, the 
smallest mobile network operator, completed its initial HSPA upgrade in March 2007.21 At the end 
of the calendar year Hutchison’s network covered 56 per cent of the Australian population with the 
company continuing to invest in mobile sites during the first half of 2007. 

Telstra continued to invest, as part of its IT transformation strategy, in next generation technologies by 
launching its $1.5 billion dollar Next IP network. According to Telstra its investments into Next IP and 
Next G have resulted in its free cash flow declining by $1.7 billion for 2006–07.22 In addition to the 
above investments Telstra also announced an upgrade to its HFC network, which now enables  
1.8 million cable broadband customers in Melbourne and Sydney to obtain a shared theoretical 
maximum speed of 30 Mbps over their cable connection. 

Optus’s investment was not limited to wireless technology; the company also completed an upgrade 
to its HFC network, which is now capable of providing speeds up to a theoretical maximum of  
20 Mbps to customers in Melbourne, Brisbane and Sydney.23 

Investment in telecommunications was not limited to the major carriers. Rather, the firms investing 
in wireless broadband technologies appear to vary in size and business structure. For example, 
Queensland-based ISP Allegro Networks announced in July 2007 its intention to roll out a  
commercial wireless WiMAX network to cover parts of south-east Queensland.24 

2.3 Markets analysis

In contrast to previous reports on telecommunications competitive safeguards (Division 11 reports) 
where the analysis was presented on a service-by-service basis, the ACCC has decided to analyse 
services on the basis of voice and internet/data services for this report. 

18 Telstra media release, ‘Telstra supercharges Next G network’, 15 February 2007.

19 Optus media release, ‘Optus announces bold expansion of its 3G mobile network across national footprint’, 30 January 2007.

20 Vodafone media release, ‘Vodafone to build national mobile broadband network’, 11 December 2007.

21 Hutchison ASX announcements, Half year results to 30 June 2007, 23 August 2007.

22 Telstra full year newsletter 2007, ‘Delivering on our promise’, 9 August 2007, p. 2. 

23 Optus media release, ‘Optus cable network hits high speed’, 17 December 2007.

24 Tim Marshell, ‘Allegro & Alvarion to speed Queensland WiMax rollout’, Communications Day, 5 July 2007, pp. 2–3.
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The delineation between voice and data in this report is not based on any views on technological 
differences in service delivery or market boundaries. Rather, as technology progresses, many aspects of 
service segments are converging and distinct boundaries are becoming difficult to identify. Therefore, 
the broad split between voice and internet/data services is a convenient method—at this point—to 
assess the state of competition in telecommunication markets. In many instances markets may be 
more granulated because of consideration of geography and consumer types or be more aggregated 
because of bundling or substitution possibilities. In general, market boundaries are subject to change 
and are contingent on factors such as current modes of competition and directions in regulation.  

The ACCC notes that the analysis in this report is for information purposes only and does not reflect 
its views on appropriate market definitions in any formal investigation or assessment process under 
parts IV, XIB or XIC of the Act.

2.4 Voice services 

Voice services are services provided over communications technologies that facilitate voice 
communication. Voice service has long been deemed essential for effective communication in modern 
society. As such the government has an ongoing commitment to ensure Australians have access to 
a fixed voice service under its Universal Service Obligation. Today the issue for most individuals is not 
access to a voice service, but rather the selection of what voice platform, preferred pricing structure 
and/or whether they wish to have more than one type of voice service.  

2.4.1 Types of voice services 

Fixed voice services

Fixed voice services refer to voice services provided over a dedicated access line on a fixed network 
plus the provision of one or more of the following calling functions:

local calls •	

national long-distance calls •	

international calls and•	

fixed-to-mobile calls. •	

The key feature of fixed voice is that it requires a dedicated line to a fixed location on a network. 
Telstra’s ubiquitous copper network is the most common platform over which fixed voice is provided. 
Optus also provides fixed voice services over its HFC network. This network passes approximately 
2.2 million premises in Sydney, Melbourne and Brisbane, but currently is serviceable by 1.4 million 
premises.25 Telstra also owns an HFC network passing through 2.8 million26 premises; however,  
it does not operate fixed voice services over this infrastructure.   

25 Paul O’Sullivan [Optus Chief Executive], ‘The ever growing power of the telecommunications user’, speech given  
to Communications Alliance, 6 December 2006, p. 5.  

26 Telstra, application for exemption from standard access obligations in respect of SingTel Optus HFC network,  
17 December 2007, p. 41.  
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Fixed voice is also capable of being provided over a wireless local loop. A wireless local loop connects 
subscribers to the PSTN using a radio frequency signal as a substitute for the wireline for all, or part 
of, the distance between the exchange and the customer’s premises. Fixed wireless networks are 
more commonly associated with supplying broadband services rather than telephony. Nonetheless, 
Telstra has provided a fixed-line voice service over wireless local loop in some remote areas to users 
using its CDMA wireless local loop.27 This is generally the case where the cost of running a copper line 
would be prohibitive.   

Satellite and optical fibre are also alternative methods of supplying fixed voice services although  
in Australia there has been limited deployment of these networks. In Australia Telstra’s fixed copper 
customer network remains the dominant method over which fixed voice services are supplied to  
end users.

Therefore carriers are able to compete in the fixed voice market by investing in one of the above 
mentioned network platforms, or via regulated access to Telstra’s copper CAN. 

Access option  

There are two regulated access methods by which competitors can participate in the fixed voice 
market. They are by purchasing either: 

the local call service (LCS) and wholesale line rental (WLR) from Telstra and on-selling to end •	
users—to provide additional calling functions to consumers beyond  local calls, such as domestic 
long distance, international and fixed-to-mobile, the access-seeking competitor is likely to require 
access to at least Telstra’s regulated PSTN originating access service (PSTN OA) and, very likely, 
Telstra-regulated PSTN terminating service (PSTN TA) or 

access to Telstra’s ULLS, providing access to Telstra’s copper CAN and then combining it with their •	
own switching equipment. 

The first method is a pure resale business, while the second method involves some investment  
by the carrier in its own equipment to enable service provision. 

Mobile voice

Mobile voice refers to a voice service based on radiofrequency technology operating on a cellular 
basis. Mobile voice differs from fixed voice services as it allows the end user to move between  
cells while operating their voice service. 

In Australia there are four competing carriers—Telstra, Optus, Vodafone and Hutchison—that own 
mobile network infrastructure. Competitors can compete in the mobiles market by:

investing in their own mobile network infrastructure •	

becoming a mobile virtual network operator (MVNO) or •	

reselling carrier services. •	

27 See http://telstra.com/countrywide/default.asp?sn=2&vp=1423.
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An MVNO differs from a reseller because, in addition to purchasing wholesale mobile capacity from 
a mobile network operator, it provides a technical support layer that replicates the mobile network 
operator’s mobile switching centre. This gives the MVNO more control over the services it provides  
to customers.   

Voice over internet protocol (VoIP) 

VoIP refers to voice communication that is encoded into IP packets for transmission over a network. 
The quality of a VoIP service can vary greatly and is generally dependent on the type of VoIP service 
being supplied. 

There are a variety of voice communication services labelled VoIP. Different VoIP services can broadly 
be classified as:

best efforts internet-based IP •	

private network-based IP •	

hosted network IP. •	

In general, private network or hosted private network VoIP are superior in quality, reliability and 
security when compared to best efforts internet VoIP. Private network and hosted private networks 
differ in terms of where the layer of control is imposed on the network to guarantee a minimum 
service quality for voice communication. 

Best efforts VoIP refers to an unmanaged VoIP service where call transmission generally occurs  
over the public internet. As there is no management (prioritisation) of packeting, it is not  
uncommon for voice packets to be lost or delayed in queuing, which can detract from the  
quality of the voice transmission. 

The difference between private network IP and hosted private network IP is more relevant to business 
customers. VoIP services provided over private networks and hosted networks can vary in their ability 
to allow users:

to make and/or receive free calls to other on-network users•	

have a geographic number •	

receive and/or make calls to the PSTN. •	

Therefore many VoIP service providers are offering permutations of services in all of these categories. 
Some internet VoIP services only provide customers with the capability for making or receiving 
calls using their particular software—generally an additional function of an internet-based instant 
messaging service—while other services enable a user to make an outbound call to a PSTN or mobile 
voice service.  

Accordingly, there are a range of business models that firms may use to provide different versions of 
VoIP. At the same time, an increasing number of established carriers are providing a range of VoIP 
services to end users, particularly business customers. 
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2.4.2 Trends 

In 2006–07 the telecommunications sector experienced strong growth with consumers increasingly 
aware of the choice and availability of different voice services. Table 1 shows the take-up of fixed-line 
voice services and mobile services in the past eight financial years. The table does not account for 
carriers that are providing a fixed voice service via regulated access to the ULLS.   

Table 1  The number of fixed-line and mobile telephone services in operation (millions)  
1999–2000 to 2006–07 

Year 1999–00 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

Fixed voice 10.6 10.8 11.4 11.6 11.7 11.5 11.3     10.9

Mobiles 8.0 11.1 12.7 14.3 16.5 18.4 19.8 21.3(a)

Note: (a) Includes wholesale services provided over Telstra, Vodafone and Hutchison’s networks.

Source: ACMA 2005–06 and 2006–07 communications reports. 

According to table 1, the total number of voice services (fixed plus mobile) grew by approximately  
1.1 million in 2006–07. In the absence of reliable data on VoIP subscribers over the period, the true 
take-up and use of voice communication services is likely to be higher. 

Table 1 reveals that demand for fixed services steadily increased from 1999–2000 to 2003–04 and has 
been in slight decline since. In contrast, the demand for mobile services has grown strongly over the 
last decade. 

The early high demand for fixed-line services appeared to coincide with the first popular take-up  
of dial-up internet in Australia in the late 1990s. The high take-up of fixed lines in this period 
can be attributed to consumers electing to have a second fixed voice line installed to overcome 
difficulties associated with simultaneous use of the internet and fixed voice service. This became more 
pronounced for Australian households as consumers increased their internet use. This can be seen 
in the notable increase in fixed lines of 5 per cent in 2001–02, compared to 1 per cent growth in 
surrounding periods. 

Subsequently, the increasing migration of consumers to DSL broadband internet has reduced  
the need for many households to maintain a dedicated second fixed line for their dial-up service.  
This is because DSL broadband is faster and can operate concurrently with a voice connection  
over the one fixed line. As such, its increasing availability made users less reliant on additional fixed 
lines for internet connectivity. Fixed-line services have dropped accordingly in subsequent periods.  
However, the continued decline in fixed voice lines does not appear to be fully accounted for  
by the take-up of DSL broadband and the drop-off of second phone lines for dial-up. 

Further decline in the number of fixed voice line services may arise with the launch of ‘naked 
DSL’ internet offers. Naked DSL allows consumers the option of a dedicated high-speed internet 
connection without also being obliged to purchase an accompanying fixed voice service. Before 
the recent launch of this service, consumers did not have the option of purchasing DSL broadband 
without a fixed-line voice. While naked DSL may allow users the option of a voice service—most likely 
provided over a type of VoIP connection—it is a diversification from current internet broadband offers 
that are generally bundled with fixed voice services reliant on the PSTN.   



ACCC telecommunications reports 2006–07  |  REPORT 1 17

As naked DSL is only a recent innovation, its impact on fixed-line services may not materialise or may 
only begin to have significant effect in future reporting periods. At present naked DSL is only available 
from ULLS access seekers and not the incumbent—which currently has 48 per cent of the retail 
broadband internet market.28 However, if there is a much stronger consumer take-up of naked DSL, 
it is likely this will have much more of an impact on the take-up of fixed voice services than current 
influences on demand.

While fixed-line services appear to have continued to decline in recent years, table 1 does not  
account for the potentially substantive increase in fixed voice provision via the ULLS which will 
influence more recent results. Table 1 also highlights the continued, albeit slowing, growth of  
mobile services since 1999–2000. There are now approximately 21.3 million mobile services in 
operation.29 Significantly, these figures show that there is now more than one mobile service  
in operation for every person in Australia. 

The ACCC has previously observed that no definitive statements can be made on the currently 
available evidence about the relative intensity of substitution possibilities between fixed and mobile 
platforms such that they could be held to be in the same market for competition analyses.30  

Increasing mobile saturation has not led to commensurate changes in fixed voice service numbers. 
Conversely, numbers of fixed originating local call and long-distance minutes are in decline while 
numbers of mobile originating minutes, and fixed-to-mobile minutes are increasing. This evidence 
highlights the complex relationship between fixed and mobile services, indicating both a discernable 
shift in end user calling patterns  to mobile-related services and the complementary aspects of fixed 
and mobile platforms.

As discussed below, another relevant factor may be the relative changes in prices for voice services. 
Average real prices for fixed voice services have declined by more than average real prices for mobile 
services. The pace of price decline significantly slowed in 2006–07, from 6.5 per cent overall in 
2005–06 to 2.7 per cent overall in 2006–07. Price trends can be expected to be effected by changes 
in underlying input costs, as well as varying degrees of intra- and inter-platform competition.

2.4.3 Market characteristics 

A key feature of market characteristics is the structure and composition of various market segments. 
Carrier shares measure the proportion of the total market serviced by a particular provider or carrier. 
This measure—although not conclusive by itself—is an indicator of the level of competitive tension in 
particular segments. The concept is useful when conducting any firm-specific analysis as it  
can elucidate the degree of autonomy a firm has to behave in a particular market.  

A significant number of carriers participate in telecommunication voice markets in Australia under 
various different business models. So a firm-specific analysis of each carrier or  
service provider is not possible. The analysis in this section focuses on firms with a large number  
of subscribers.   

28 Simon Canning, ‘Top team essential to Bigpond’s marketing success’, The Australian, 17 March 2008.  

29 ACMA, Communications report 2006–07, p. 75.

30 ACCC, Fixed services review—a second position paper, April 2007, p. 14.
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Fixed voice services 

While there were 166 providers31 of fixed voice services in 2006–07, Telstra and Optus continue 
to retain the largest shares of the basic access and fixed local call voice market. Table 2 provides a 
summary of the retail market shares of the two largest carriers in the fixed voice basic access/local  
call segment in terms of subscribers. 

Table 2 Basic access and local call competition based on the percentage of subscribers

2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

Optus retail 7% 9% 9% 10% 10% N/A(a) 

Telstra retail 80% 76% 72% 70% 69% 71%

Note: (a) Due to a change in Optus’s reporting methodology, it is no longer possible to extract public figures for 2006–07.

Source: ACMA communications reports, Telstra financial reports and SingTel quarterly reports.

As noted in table 2, Optus’s and Telstra’s positions as the largest two providers in the market have 
been relatively stable over the past six years. This is consistent with Telstra’s and Optus’s positions as 
the largest owners of telecommunications infrastructure in Australia. As noted in 2.4.1, Optus is the 
owner of an HFC network that is serviceable to 1.4 million households, while Telstra’s legacy copper 
network has ubiquitous coverage to most households in Australia. The current reporting period marks 
a departure from previous years as Telstra increased its retail market share for basic access/local call 
competition, following a decline in market share since 2001–02.  

Carriers entering the fixed voice market generally do so by reselling regulated wholesale services of  
the incumbent. The presence of a dominant incumbent and long-entrenched second entrant 
increases the likelihood of an aggressive competitive response to a new entrant investing in its own 
network or entering by way of investment in ULLS compatible technology. Given telecommunications 
investment costs are generally sunk, and therefore not readily recoverable, the resale of regulated 
wholesale services allows carriers to achieve minimum efficient scale before committing to more 
significant investment. 

According to imputation testing32 of Telstra’s local call service (a bundle consisting of line rental and 
local calls)33, an access-seeking competitor could not  profitably compete on the basis of local calls 
only. However, competitors that provide a full suite of telecommunication service (domestic long 
distance, international long distance and fixed-to-mobile) in addition to local calls are more likely to 
be able to operate profitably against Telstra’s retail business division. The provision of these additional 
calling functions requires at least access to Telstra’s PSTN OA and, very likely, Telstra’s PSTN TA. This 
seems to be the more sustainable option for competitors entering the fixed voice market. 

Table 3 provides a breakdown of wholesale and retail fixed voice services provided over Telstra’s 
copper CAN. This table does not include carriers utilising access to the ULLS provided over the  
copper CAN to provide a fixed voice service. 

31 ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07, ACMA,  
Melbourne, 2007, p. 25.

32 Imputation tests are conducted on the premise that an access seeker is at least as efficient as Telstra retail. 

33 Also referred to as local call resale. 
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Table 3  Wholesale and retail voice services provided over Telstra’s copper customer  
access network  

Retail/wholesale percentages 2003–04 2004–05 2005–06 2006–07

Retail 82% 79% 78% 80%

Wholesale 18% 21% 22% 20%
Total number of lines on network (millions) 10.28 10.12 9.94 9.76

Source: Telstra financial reports.

Telstra remains the dominant supplier of fixed voice at both the wholesale and retail level.  
The 9.76 million wholesale and retail voice lines provided over Telstra’s network accounts for  
89 per cent of all fixed voice lines in Australia. More significantly 80 per cent of the lines on the 
network are retailed by Telstra. 

Nonetheless, 2006–07 marks a departure from the trend seen in previous reporting periods as the 
number of wholesale voice services provided over Telstra’s copper network decreased. The decrease  
in wholesale voice services is likely to be related to the absence of growth in the fixed voice line 
market and the increasing take-up of ULLS by voice providers. However, wholesale voice services 
continue to represent 18 per cent34 of the total fixed voice market.    

The increasing take-up of ULLS by carriers suggests that voice service provision over this medium 
is increasingly considered an economically feasible method for carriers. ULLS requires additional 
investment in their own equipment by carriers to provide a voice connection (which may or may  
not be a PSTN fixed voice service), but ultimately it enables providers:

greater control over service provision•	

the ability to provide an accompanying broadband internet service•	

to extract a better margin for voice service provision. •	

The number of ULLS lines has increased from 120 000 at the end of 2005–06 to 239 000 at the  
end of 2006–07, highlighting the increasing preference for carriers to use this type of access.35  
Telstra has acknowledged the impact the take-up of ULLS on its wholesale fixed voice business by 
noting the 8.3 per cent decline in carriers seeking to resell Telstra’s wholesale fixed voice service.36 

Telstra’s revenues derived from its PSTN products are increasingly reliant on access to the service,  
as opposed to revenues generated from the different calling products. Table 4 provides a summary  
of revenues generated from the different services provided over Telstra’s PSTN from 2003 to 2007.  
Table 4 includes both retail and wholesale basic access revenues but excludes revenue derived  
from fixed interconnection. 

34 This percentage is derived by considering the number of wholesale services provided over Telstra’s network in proportion  
to the total number of fixed voice lines. 

35 Telstra, Telstra 2006–07 full year results transcript, 9 August 2007, p. 15. 

36 Telstra, Annual report 2006–07, p. 12.
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Table 4 A breakdown of Telstra’s PSTN revenue (excludes fixed interconnection)  

PSTN product
Financial year ending 30 June 

2003 2004 2005 2006 2007

Basic access (retail and wholesale) 39% 40% 44% 46% 48%
Local calls 20% 19% 17% 14% 12% 
PSTN valued added services   3%   3%   3%   3%   4%  
National long distance 15% 14% 13% 13%     12% 
Fixed-to-mobile 19% 20% 20% 21% 21%
International direct   4%   3%   3%         3% 3%
Total PTSN revenue (millions) 7916 7984 7709 7190 6914

Source: Telstra annual reports. 

In 2006–07 Telstra’s PSTN revenues continued to decline, as in previous reporting periods. 
Nonetheless, PSTN is still a very important component of Telstra’s business accounting for 30 per cent 
of Telstra’s total revenue. 

Table 4 shows Telstra’s PSTN revenues are increasingly reliant on basic revenues as opposed to those 
generated from its PSTN calling products. The rate of decline in calling revenues appears to be most 
evident in the local calls and national long-distance segments. Telstra has suggested that call volumes  
continue to decline because of fixed-to-mobile substitution and other calling/communication options 
available to consumers.37 

Optus is the second largest provider of fixed voice services. During 2006–07 Optus expanded its ULLS 
footprint in a concerted effort to rely less on resale voice products that provide lower margins. Optus 
reported, as at 30 June 2007, it had 131 000 customers, including wholesale customers, receiving 
fixed voice connections via the ULLS. This compares with a total of 26 000 customers receiving 
fixed voice using the ULLS at the end of 2005–06. Optus reported that revenue from voice services 
provided over the ULLS and its HFC network grew by 13 per cent. These revenues were offset by 
reductions in revenue from its resale voice customer base with resale connections declining by almost 
15 per cent between the two periods.38  

AAPT also noted that its fixed-line customer base of 378 000 subscribers had decreased by  
15 per cent from the previous period. The reduction in customers, along with falling revenues  
for calling products, was attributed to falling volumes and prices.39   

Mobiles 

There are four carriers—Telstra, Optus, Vodafone and Hutchison—that own mobile network 
infrastructure and provide both wholesale and retail services on their networks. Table 5 provides  
a summary of the market share (by subscribers) of all four mobile network operators.  

37 Telstra, Annual report 2006–07, p. 14. 

38 SingTel, Management discussion and analysis of financial conditions, results of operations and cash flows  
for the first quarter ended 30 June 2007, p. 45. 

39 Telecom Corporation of New Zealand, Annual report 2006–07, p. 23.   
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Table 5   Mobile network operator subscriber numbers and customer share  
2005–06 to 2006–07 (by subscribers)

(Thousands) Telstra Optus Vodafone(a) Hutchison 

Subscribers  06/07 9212 (44%) 6802 (32%) 3675 (17%) 1405 (7%)

Subscribers 05/06 8529 (43%) 6555 (33%) 3515 (18%) 1131 (6%)

Note:   (a) Vodaphone figures refer to a financial year ending 30 March. 

Sources:   Telstra annual report, SingTel management discussion and analysis for first quarter of 2007, Vodafone media releases 
FY05/06 and FY 06/07 and Hutchison 2007 half year financial report. 

Telstra had the largest share of mobile subscribers in 2006–07 with 44 per cent of the market. Telstra 
operates 2GSM, 3G (W-CDMA) and CDMA networks. However Telstra foreshadowed its intention 
to shut down its CDMA network in early 2008—subject to government approval—and migrate its 
CDMA customers to its 3G network. 

During the period Telstra reported an 8 per cent increase in the number of subscribers on its mobile 
networks. However, the increase in mobile subscribers only translated to a 1 per cent increase 
in the total share of subscribers from the previous financial year. This corresponds with the high 
growth experienced by the mobile services market during the period. The percentage increase was 
experienced by Telstra’s 3G networks reflecting a broader trend for the take-up of 3G services over 
the period. The number of mobile voice minutes over Telstra’s networks increased by 17 per cent, 
translating to an increase of over 1.2 billion minutes from the previous period.40

Optus retained its position as the second largest mobile carrier in 2006–07 with a customer share  
of 32 per cent. Optus also experienced strong take-up of its 3G service offerings. Optus reported  
that its 3G subscribers increased by 53 per cent in the first quarter of 2007.41

During 2006–07, Vodafone maintained its position as the third largest mobile carrier in Australia  
with a customer share of 17 per cent. Consistent with the broader industry trend, Vodafone 
experienced a strong migration to its 3G network with 529 000 connections to the network by 
the end of the 2006–07 year. Similarly to other carriers, Vodafone noted that the number of voice 
minutes increased substantially over the period by 16.4 per cent.42 

Hutchison, unlike the other mobile network operators, does not operate a 2GSM network.  
It operates a CDMA network and, since 2003, a 3G network. In August 2006 Hutchison closed its 
CDMA network resulting in the carrier being a pure 3G supplier (branded ‘3’). Hutchison retains its 
position as the smallest carrier in the mobile market, which is consistent with it being the last network 
operator into the Australian market. Hutchison added 360 000 users to its 3G network, including 
customers migrating from its CDMA network.43 Despite the strong take-up growth, Hutchison 
has not significantly improved its market share. This indicates that the new subscribers appear to 
predominantly represent market growth, as opposed to significant churn from other operators.    

40 Telstra, Annual report 2006–07, p. 20. 

41 SingTel, Management discussion and analysis of financial conditions, results of operations and cash flows for the first quarter 
ended 30 June 2007, p. 42. 

42  Vodafone media release, ‘Vodafone Australia closes FY0607 in commanding position’, 29 May 2007.

43 Hutchison ASX announcements, Half year results to 30 June 2007, 23 August 2007, p. 3.  
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VoIP 

The number of service providers offering VoIP services has increased substantially over the reporting 
period. According to ACMA, the number of VoIP service providers increased by 27 to 269 between 
April and September 2007.44 

VoIP providers operate a divergent range of business models and different service types, given the 
range of services labelled VoIP. Approximately 18 per cent of VoIP providers only bundle VoIP with  
an internet service.45 Some VoIP providers offer their services to anyone with an operating broadband 
internet connection, while other providers offer VoIP services to customers either in conjunction with 
a broadband connection or as a service on its own. To date VoIP take-up has been relatively limited 
among residential consumers. Residential consumer VoIP users currently seem confined to the ‘early 
users’ of new communication products.  

Business take-up of VoIP is far more prevalent than consumer use. Businesses seem much more aware 
of the functionality a VoIP solution offers for meeting their particular voice communication needs, 
which in many respects differ from the needs of residential customers. 

Concerns about the quality of VoIP in comparison to traditional PSTN fixed voice seem to be inhibiting 
the widespread take-up of VoIP as a substitute to fixed-line voice. However, as carriers begin to offer 
carrier grade quality-controlled assured residential IP telephony connections, such as those currently 
offered by Internode and iiNet, residential consumers are likely to become more familiar with quality 
assured VoIP.         

2.4.4 Price trends 

Price trends are an important indicator of the effectiveness of functioning competitive markets. 
The ACCC’s Division 12 report, Changes in the prices paid for telecommunications services in 
Australia 2006–07, provides further information on the changes in prices paid to consumers for 
telecommunications services during the period.

In 2006–07 the average real price for telecommunication voice services declined by 2.7 per cent 
from the previous reporting period. Nonetheless, the fall in prices was not evenly distributed over all 
telecommunication services. Prices for fixed-line voice services fell at a slightly greater rate than that  
of mobile voice services, with a decline of 3 per cent for fixed voice and 2.3 per cent for mobile  
voice services.46  

Fixed voice 

The prices paid for all fixed voice call services over the PSTN declined over the reporting period, 
with the most significant declines occurring in the national long-distance call and fixed-to-mobile 
segments. National long-distance calls declined by almost 16 per cent while fixed-to-mobile prices 
declined 7.5 per cent. The other PSTN calling products—local calls and international calls—both 

44 ACMA, The Australian VoIP market, December 2007, p. 1.

45 ibid. 

46 ACCC, Changes in the prices paid for telecommunications services in Australia 2006–07 (Division 12 report).
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declined by approximately 5 per cent respectively.47 The reductions in PSTN calling prices seem to 
be directly correlated to the falling usage of these products, particularly in relation to Telstra’s fixed 
voice services. However, the magnitude of the falls in PSTN calling prices was offset by a 6.6 per cent 
increase in the price of basic access. 

During the reporting period, some carriers introduced new subscription based (bucket) offers for 
PSTN customers. These plans offer significant discounts on local calls (in some instances with no 
charge) and capped national long-distance calls, which in the past were typically charged on the time 
of day, destination and duration of the call. The emergence of capped plans for fixed services, where 
end users are charged on the basis of a cap instead of on a per-call basis, seems to be contributing to 
the readjustment of the pricing mix between basic access product charges and per-call costs of PSTN 
calling services. 

Mobile voice 

Overall, mobile service prices fell by 2.3 per cent in 2006–07. GSM mobile prices fell by 2.7 per cent 
over the period. The most significant decline was experienced in the post-paid market where prices 
fell by 6.5 per cent.48 During the period mobile plans—an increasingly common method of post-paid 
mobile charging—also increased in value, with carriers revising the quantity of calls eligible under 
their caps.49 

While the overall price for mobile services fell, the price for pre-paid GSM mobile services increased 
by 2.4 per cent over the period. This is the first time since 1998–99 that the price for prepaid mobile 
services has increased.  

Similarly to prepaid GSM mobile services, the price for CDMA services increased by 2.6 per cent over 
the period. The increases in CDMA prices were experienced in both post-paid and prepaid CDMA 
services. Prepaid CDMA prices increased by 2.1 per cent while post-paid CDMA prices increased by 
2.9 per cent for the period.50     

47 ibid. 

48 ACCC, Changes in the prices paid for telecommunications services in Australia 2006–07 (Division 12 report). 

49 C Guerra, T Joll and A Alexander, ‘CME strategy outlook for 2008, Part 1: Telecoms, Goldman Sachs JBWere,  
22 January 2008, p. 6. 

50 ACCC, Changes in the prices paid for telecommunications services in Australia 2006–07 (Division 12 report).  
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VoIP 

While reliable data on VoIP call prices are not readily available, in general VoIP pricing seems to be 
cheaper than that offered by traditional fixed voice services. Pricing structures and service quality tend 
to differ between VoIP providers but all tend to be very competitive, given the proliferation of VoIP 
service providers over the period. Many VoIP providers offer free calls for connections made between 
customers on the same network. Other VoIP pricing models include: 

a one-off charge per connection•	

connection flag fall plus charges for time connected•	

charges per second or minute connected  •	

subscription plans that offer a set amount of minutes or calls per month.•	 51 

Such pricing models compare favourably to PSTN connections, which are traditionally charged  
on the basis of time-of-day, duration of call and distance. This may be a factor that has resulted  
in the decision to introduce subscription plans for traditional PSTN services.     

2.4.5 Quality of service 

Customers are increasingly complaining to the Telecommunications Industry Ombudsman (TIO) about 
their voice service providers.52 In 2006–07, complaint issues53 about fixed voice services increased by 
3.9 per cent, while mobile complaint issues increased by 4.1 per cent. Whilst these growth rates are 
significantly lower than previous years, complaint issues specifically about customer experiences  
(such as complaint handling and customer service) have increased by 25.8 per cent for fixed voice 
services and by 24.6 per cent for mobile services. 

The two most common complaint issues recorded by the TIO related to billing and payments for 
fixed voice and mobile services. New plans incorporating discounts for bundled services and ‘capped’ 
plans seem to be leading to confusion amongst some consumers and are increasing the number of 
complaints received.  

The TIO has noted that contract complaints—in particular those relating to the accuracy of 
information describing the terms and conditions on which a service is provided—increased over the 
reporting period. Most confusing were fixed voice services, with contract complaints increasing by 
14.3 per cent. Mobile service contract complaints also increased by 6.3 per cent. According to the 
TIO, the increase in this complaint issue is likely to relate to both the higher number of contracts 
for fixed voice services over the period (which are provided on a month-to-month basis) and the 
increasing complexity and choice of land line pricing plans. 

The performance of a few key fixed-line service providers against the benchmarks of the customer 
service guarantee (CSG) can provide an insight into their efforts to provide customers with quality 
service. The CSG specifies timeframes for the connection and repair of standard telephone services, 

51 ACMA, The Australian VoIP market, December 2007, p. 8.

52 Telecommunications Industry Ombudsman, Telecommunications Industry Ombudsman 2007 annual report, 2007.

53 The TIO has adopted the industry definition of a complaint that is: ‘an expression of dissatisfaction which does not include a 
request for information.’ Requests for information about the TIO, inquiries about TIO members and frivolous or vexatious calls 
are not included in complaint statistics.
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and applies to all carriers/carriage service providers unless ACMA has granted an exemption. ACMA 
reported that Telstra connected 91 per cent of new services within the CSG timeframes in the  
June 2007 quarter, which is down from 96 per cent in the June 2006 quarter.54 Optus’s performance 
fell more sharply. It was able to connect 98.6 per cent of new services within the CSG timeframes in 
June 2006, but only 89.6 per cent in June 2007. Both providers’ performance in repairing services 
within the CSG timeframes declined over the same period to a little over 90 per cent in June 2007.  

2.5 Internet and data services 

While voice communication services have long been considered essential in modern society,  
more recently access to internet and data services has grown in importance to many Australians. 

2.5.1 Types of internet platforms 

There are a range of technology platforms capable of supplying internet access to Australian 
households. Consumers in some parts of the country have the additional benefit of choosing between 
platforms when selecting their internet service provider. In other parts of the country, technical 
limitations and the absence of alternative platforms mean that consumers have a limited choice of 
technology when purchasing their internet service. 

Dial-up 

The first technology platform used to access the internet on a widespread basis was dial-up. Dial-up 
uses the voice band frequency to transmit internet data over the copper network. Shortcomings of 
dial-up include the inability for users to use the one copper line for both fixed voice and internet at 
the same time and its headline data download transmission rate of a theoretical maximum 56 kilobits 
per second (Kbps) is much slower than currently available broadband internet offerings. 

Broadband 

Broadband enables subscribers to have faster, more efficient, connections to the internet.  
Broadband is a relative term; it refers to a variety of internet access speeds. However, a common 
feature of broadband internet (regardless of access technology) is that it offers faster theoretical 
maximum speeds than those offered by dial-up and can be used concurrently with a voice service. 
Given the technical limitations of many broadband technologies, it is possible that some users—
depending on their selected access technology—may not experience a faster service using  
a broadband connection than that offered by dial-up.   

Digital subscriber line (DSL) 

DSL is the most common form of broadband internet available in Australia. DSL, or ADSL, like dial-up, 
uses the copper network to provide an internet service. DSL operates at distinctly separate and much 
higher frequencies than voice services, and therefore operates independently of and simultaneously 
with the provision of voice services over the same copper pair. 

54 ACMA, Telecommunications performance data, June 2006 and June 2007 quarters.
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The copper network over which DSL and dial-up internet is transmitted is owned by Telstra. One way 
a competitor ISP can provide these services is by negotiating a commercial agreement with Telstra to 
resell its wholesale DSL offerings. 

An alternative to reselling Telstra’s wholesale internet offerings is for an ISP to purchase access to 
Telstra’s regulated unbundled services. An ISP can purchase regulated wholesale access to either 
Telstra’s ULLS or LSS to provide customers with DSL. Both these regulated services require access 
seekers to invest in additional infrastructure—generally digital subscriber line access multiplexers 
(DSLAMs) to provide customers with DSL broadband. ULLS provides the ISP access to an 
unconditioned copper line over Telstra’s copper network which the ISP is able to interconnect with 
its own DSLAM equipment and/or fixed voice service equipment. LSS, on the other hand, provides 
the ISP with access to only the higher frequency part of the copper line to provide a DSL broadband 
service, while Telstra continues to provide (wholesale or retail) voice service over the same copper line. 
Take-up of the ULLS and LSS was significant during 2006–07 with the total number of unbundled 
lines roughly doubling, to over half a million. 

Hybrid fibre coaxial (HFC) 

HFC, also known as cable, is a network based on optical fibre and coaxial cable that is capable  
of providing broadband access, in addition to subscription television (payTV) and voice services.  
See 2.1 and 2.4.1 for further detail  of Australia’s HFC networks. 

Wireless/Satellite 

Wireless and satellite networks provide a radio connection to connect the user to the internet. 

Wireless

There are a variety of technological standards by which ISPs can provide a wireless connection. 
Approximately 204 companies are providing wireless internet services in Australia with more  
than half of these companies providing services to regional Australia. Approximately 5 per cent  
of Australia’s broadband subscribers use wireless broadband.55

The capabilities of wireless technologies depend in part on spectrum allocations. Spectrum is a 
technically complex subject with many considerations. However there are some general factors  
that govern how spectrum can influence the signalling strength and capacity of a wireless service.  

The allocated spectrum frequency determines the signal coverage capability of a service. In general, 
lower spectrum allocations increase the coverage of a service from base stations. Alternatively, services 
operating on higher spectrum have lower signal coverage. Higher spectrum frequencies are also more 
dependent on line of sight requirements and have greater difficulty passing through buildings than 
lower frequency spectrum. 

Given these features of spectrum, current available allocations of spectrum at lower frequencies are 
much scarcer than spectrum at higher frequencies—although spectrum itself is a scarce resource. 
While the bandwidth of a service is not dependent on a particular spectrum frequency, a sufficient 
allocation within a spectrum frequency range is necessary to supply high bandwidth to end users. 

55 ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07, ACMA,  
Melbourne, 2007, p. 9.
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Therefore, service providers (without allocated spectrum) seeking to provide a wireless service with 
wide coverage per base station and large bandwidth capacity for end users have the problem of a 
scarcity of available bandwidth at lower spectrum frequencies. 

Directional antennas are a means of ameliorating the coverage limitations of wireless signals.  
In general, a higher spectrum frequency requires a smaller directional antenna to strengthen a signal 
transmission. Therefore, services operating over higher spectrum, with the assistance of a directional 
antenna, may provide a fixed point-to-point data service—but offer less appropriate transmission for 
roaming mobile services.   

Satellite

Satellite broadband provides coverage to 100 per cent of Australia’s land mass. There are 
approximately 41 broadband service providers that provide broadband services in Australia.56 Satellite 
service connections are expensive as they require end users to invest in a satellite dish to receive their 
internet service. The quality of a satellite is also affected by environmental factors—in particular, cloud 
coverage—that reduce the efficiency of the service. The technical limitations of the service also mean 
that user upload rates are much slower than those offered on other technological platforms. 

2.5.2 Trends 

Household internet access 

Table 6 shows the percentage of households with internet access from 1998 to June 2007.

Table 6 Percentage of households with internet access

1998 1999 2000 2001 2002 2003 2004–05 2005–06 2006–07

15% 21% 32% 42% 46% 53% 56% 60% 64% 

Source: Australian Bureau of Statistics, household use of information technology reports.

As table 6 indicates, access to the internet has become an important household service for Australians 
in less than a decade. The rapid growth of internet services appears to be in recognition of the ability 
of the internet to provide an inexpensive and time efficient method, relative to other means, for 
instant communication, information and entertainment.   

56 ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07, ACMA,  
Melbourne, 2007, p. 10. 
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Broadband 

Table 7 provides a summary of the Australian Bureau of Statistics (ABS) internet activity surveys  
from March 2004 onwards. These surveys show the proportion of subscribers using dial-up  
and non-dial-up technologies. 

Table 7 Internet subscribers

(millions) Mar 2004 Mar 2005 Jun 2006 Mar 2007

Dial up 3.8(83%) 3.7(69%) 2.8(47%) 2.1(33%) 

Non dial up 0.8(17%) 1.7(31%) 3.2(53%) 4.3(67%)

Total            4.6            5.4        6           6.4

Source: Australian Bureau of Statistics, internet activity surveys. 

The latest internet activity survey by the ABS, in March 2007, noted that there were 6 million internet 
subscribers in Australia. Since March 2004 there has been a steady decline in the number of dial-up 
subscribers. Internet subscribers are migrating to broadband technology with non dial-up subscribers 
decreasing by 14 per cent since June 2006. Approximately 4.3 million internet subscribers access 
the internet using non-dial-up technology. The increasing take-up and prevalence of broadband 
technology seems to be related to reductions in the price of broadband services relative to dial-
up and consumers considering dial-up a less effective method for accessing the internet. The ABS 
describes broadband as an ‘always on’ internet connection with a headline access speed equal to  
or greater than 256 Kbps. 

As at June 2007, on average, approximately 62 per cent of OECD broadband subscribers accessed the 
internet using DSL technology with 29 per cent, on average, using cable technology. In comparison 
to the OECD average, approximately 81 per cent of Australia’s broadband subscribers accessed the 
internet through DSL, while cable users only accounted for 15 per cent.57 The higher reliance on DSL 
broadband technology and lower usage of cable broadband in Australia appears to be related to the 
limited geographic coverage of cable networks in Australia.  

57 OECD, ‘OECD broadband statistics to June 2007’, available at www.oecd.org/document/60/0,3343,en_2649_37441_395740
76_1_1_1_37441,00.html.
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Internet usage 

Table 8 shows the proportion of households obtaining various internet connection speeds from  
March 2005 to March 2007.

Table 8 Household internet connection speeds—proportions 

Quarter ending March 2005 June 2006 September 2006 March 2007

Dial up/ ISDN

Less than 256 Kbps 73% 47% 41% 33% 

Broadband 

256 Kbps–512 Kbps 10% 19% 20% 22% 

512 Kbps–1.5 Kbps 8% 18% 22% 21% 

1.5 Mbps and greater 9% 16% 17% 24% 

Source: Australian Bureau of Statistics, internet activity surveys. 

A chief factor controlling the efficiency of the user’s ability to use the internet is internet connection 
speed. It also dictates the consumer’s ability to consume particular high volume content. The various 
technical limitations of broadband platforms mean that users may not realise the advertised headline 
speeds for their broadband service. 

According to ACMA’s Telecommunications today—consumer attitudes to take-up and use report58, 
the most common uses of the internet still appear to be email, information searching, shopping/
bill paying and downloading clips. Such applications are not bandwidth intensive and are efficiently 
supported by a theoretical maximum broadband speed of less than 1.5 megabits per second (Mbps). 

However, as table 8 shows, household consumers are migrating to faster internet connections. 
The most rapid increases are occurring in the 1.5 Mbps or greater category. The trend to faster 
internet connections also corresponds with the increasing time and frequency of internet use by 
consumers. According to ACMA the average consumer now spends 22.1 minutes online per day 
and is connecting to the internet more frequently with users logging on approximately 6.5 days per 
week.59 The increasing time and use of the internet seem to coincide with the increasing use of higher 
bandwidth entertainment applications, such as video streaming, social networking, file sharing and 
online gaming.      

58 ACMA, Telecommunications today—consumer attitudes to take-up and use, September 2007.

59 ACMA, Communications report 2006-07, p. 43
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Internet service providers (ISPs) 

Table 9 shows the number of large and very large ISPs operating in Australia from March 2004  
to March 2007. 

Table 9 Large and very large ISPs 

March 2004 March 2005 June 2006 March 2007

Large 

(10 000–100 000 subscribers)
25 25 20 23

Very large 

(Over 100 000 subscribers) 
9 10 10 9

Total 34 35 30 32

Source: Australian Bureau of Statistics, internet activity surveys. 

Table 9 suggests that there is no significant long-term trend with ISPs entering or leaving the market. 
However, there are some commercial considerations that may have influenced ISP decisions to enter 
the market merge or exit over this four-year period. 

Mobile broadband

2006–07 saw Australia’s four 3G mobile telephony network operators invest heavily in mobile 
broadband data technology. The investment in this technology and the rapid take-up of 3G services 
by Australian consumers is likely to increase the demand for mobile broadband. There currently 
appears to be no agreed standard for services that constitute mobile broadband as opposed to 
‘other’ data transmitted over mobile networks. The OECD has, except in certain instances, excluded 
3G mobile technologies from its broadband subscriber criteria.60 As consumers increase their take-up 
of mobile broadband services, it is currently unclear what impact this will have on the take-up  
of fixed broadband services. As noted earlier, the ACCC believes  the take-up of mobile and fixed 
internet technologies is likely to follow a comparable adoption path as that of voice technologies. 

2.5.3 Market characteristics 

As noted at 2.5.2, DSL is the most common form of internet access in Australia with approximately 
3.4 million households subscribing to the internet using this technology. ISPs have also increasingly 
taken advantage of the regulated access to unbundled services to provide DSL internet. At May 2007 
there were approximately 543 000 ULLS and LSS unbundled lines being used by competitors.61 

Table 10 provides a summary of the number of exchanges that house DSLAM type technologies  
and also the number of providers that installed equipment in particular exchanges. 

60 www.oecd.org/document/46/0,3343,en_2649_33703_39575598_1_1_1_1,00.html accessed on 1 April 2008.

61 www.austlii.edu.au/au/other/HCATrans/2007/661.html.
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Table 10 DSL infrastructure in exchange service areas 

Number of infrastructure  
providers

No. of exchanges  
June 2006

No. of exchanges  
31 January 2007

1 infrastructure provider 1800 1973 

2 infrastructure providers 115 163

3 infrastructure providers 61 80 

4 infrastructure providers 67 62 

5 or more infrastructure providers 66 154 

Source:  ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07  
ACMA, Melbourne, 2007.

Approximately 19 ISPs have invested in their own DSLAM/MSAN equipment to enable DSL service 
provision with most investing in ADSL2+ equipment. At 31 January 2007, 2432 exchanges were 
enabled to provide ADSL services covering 91 per cent of the population. 

Telstra’s DSL network is by far the most comprehensive in Australia, covering over 2400 exchanges. 
However, other ISPs have been industrious in expanding their DSLAM exchange footprints. The most 
expansive DSLAM rollouts have been by iiNet, Optus, PowerTel, Primus and TPG. By the first quarter 
of 2007 iiNet had installed equipment in approximately 266 exchanges, Optus 304, PowerTel 130, 
Primus 182 and TPG 145.62 These numbers do not give a proxy to the extent of DSL competition 
within exchange areas in Australia, as in many instances multiple carriers have DSLAMs in the one 
exchange. However, they do give an indication of the competition in certain—largely metropolitan 
centres for DSL broadband. This is also evident by the strong increase in unbundled regulated services 
being purchased by ISPs. LSS lines doubled from 152 000 at the end of 2005–06 to 304 000 at the 
end of the reporting period.63 ULLS lines also increased significantly in the period, from 120 000 at 
the end of 2005–06 to 239 000. According to the ABS, as of March 2007 3.4 million  
of Australia’s 4.3 million non-dial-up subscribers access the internet using DSL technology.64    

Telstra and Optus, which both operate multiple broadband networks, also added customers  
accessing the internet using their HFC networks. Optus’s HFC broadband customer base increased 
by 18.8 per cent to 365 000 customers at the end of 2006–0765, while Telstra’s cable internet 
subscribers increased by 18.6 per cent to 336 000.66 The increased take-up of HFC broadband seems 
to reflect increasing demand for higher bandwidth applications that are more readily available in 
significant metropolitan regions across these networks. Although both Optus and Telstra reported 
a significant increase in customers on their HFC networks, the limited deployment of these cable 
networks appears to be a contributing factor to their inability to capture a larger share of broadband 
consumers nationally.

62 ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07, Melbourne, 2007.

63  Telstra, Annual report 2006–07, p. 24.

64 ABS, Internet Activity Survey—March 2007, catalogue 8153.0, table 3. 

65 SingTel, Management discussion and analysis, first quarter 30 June 2007, p. 45.

66 Telstra, Annual report 2006–07, p. 24.  
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Wireless and satellite networks account for a small portion of the market, with approximately 245 
companies providing services using these types of technologies.67 Wireless and satellite networks 
generally cater for regional and non-metropolitan centres where end users can be efficiently serviced 
using these lower cost technologies.  

2.5.4 Price trends 

According to the Internet Industry Association (IIA) broadband index, overall broadband service prices 
have not declined significantly. However, carrier investments in high-speed broadband are making 
faster service speeds available to consumers at no additional premium. Therefore, users of higher 
speed broadband connections are gaining additional value at little extra cost.

The IIA also noted that bundled broadband packages appear to offer consumers more value for their 
internet service than stand-alone packages. This relationship appears to be consistent across the 
range of internet service bundles consumers choose. According to the IIA, Australian consumers are 
paying for a stand-alone connection from $38.95 per month (for an ultra-light theoretical maximum 
256 Kbps connection) to $85.95 per month (for heavy users with a theoretical maximum connection 
of 17+ Mbps). This compares to costs of $33.90 and $75.65 for bundled connections with similar 
speeds.68 Whether the total bundled package is more economical than the stand-alone package 
depends on the value and utility the additional services offer the end user.     

Data caps are another feature affecting the cost of internet packages. The data cap penalises end 
users with additional costs or an inferior service for data received or transmitted in excess of the 
monthly cap. Given this feature, the IIA suggests that users with a monthly download average of 
between 500 Mbps and 2 gigabits per second (Gbps)—not an overly excessive total—would be best 
off with a connection speed at 17 Mbps+. This is because such connections offer the most efficient 
speeds and generally have the largest data caps. Providers also appear to be increasing their data caps 
at no extra cost to consumers.69 While consumers appear to be upgrading their connection speeds, 
the fastest connections are not yet the most popular for users. At the moment it appears that a 
significant number of users are either underestimating their monthly download usage or not costing 
in the non-headline costs of their service when selecting their broadband connection. 

2.5.5 Quality of service 

The TIO noted a marked increase in the number of complaints relating to internet services during 
2006–07 with internet complaint issues more than doubling from the previous the period to reach 
48 181 complaints.70 

Complaints relating to the internet now account for almost the same number of complaint issues 
relating to fixed voice services and mobile services. ISPs failing to provide a reasonable level of 
customer service were the main cause of internet complaints. However, the TIO noted that the higher 

67 ACMA and ACCC, Communications infrastructure and services availability in Australia 2006–07, ACMA,  
Melbourne, 2007, p. 5.

68 Internet Industry Association, Spectrum/IIA Broadband Index (Q3 2007), 1 October 2007, p. 1.

69 Internet Industry Association, Spectrum/IIA Broadband Index (Q4 2008), 14 January 2008, p. 1. 

70 Telecommunications Industry Ombudsman, Telecommunications Industry Ombudsman 2007 annual report, 2007.



ACCC telecommunications reports 2006–07  |  REPORT 1 33

level of complaints under the customer service complaint issue was primarily because of the services 
provided by a particular firm and was not indicative of an industry-wide problem.  

In 2006–07, internet complaints about billing and payments increased by 85 per cent to 9933,  
while complaints about internet drop-outs and slow data speeds more than doubled to 7271.  
There was also considerable customer dissatisfaction with internet provisioning (4344 complaint 
issues) with most of these complaints relating to delays in provisioning and advice regarding 
coverage/availability. Complaints relating to coverage/availability resulted from consumers attempting 
to upgrade from ADSL to ADSL 2+. Some customers were seeking an explanation for why they  
could not connect to ADSL at their premises. 

The increase in consumer dissatisfaction with their internet service was also visible in the results of a 
Choice survey. The survey found that, overall, respondents’ satisfaction with their ISPs dropped from 
41 per cent in 2005 to 29 per cent in 2007.71 Despite this, almost all respondents (90 per cent) had 
not changed their ISP in the previous 12 months. This may reflect the influence of lock-in contracts 
that impose equipment and set-up charges for early termination of a contract, as well as the inability 
to retain an email address supplied by the ISP as part of the contract after moving to another ISP.  
In instances where ISPs do allow customers to retain email addresses, the costs associated with 
retaining the email address often negate any financial benefit in changing internet suppliers.  
People that change provider generally do so because they have found a better plan, a faster service  
or they are migrating from dial-up to broadband.

71  Choice, ISP Satisfaction Survey 2007, www.choice.com.au/viewArticle.aspx?id=105998&catId=100518&tid=100008&p=5&t
itle=ISP+satisfaction+survey, accessed 6 February 2008. 
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3 Anti-competitive  
conduct provisions 

This section examines activities undertaken by the ACCC in 2006–07 in relation to the 
telecommunications-specific and general provisions of the Trade Practices Act dealing with  
anti-competitive behaviour. 

Part XIB of the Act contains telecommunications-specific anti-competitive conduct provisions.  
These provisions prohibit a carrier or carriage service provider (CSP) from engaging in anti-competitive 
conduct, a prohibition known as the competition rule. Section 151AJ sets out the two circumstances 
when a carrier or CSP contravenes the competition rule. 

The first circumstance is when a carrier or CSP takes advantage of a substantial degree of market 
power in a telecommunications market with the effect, or likely effect, of substantially lessening 
competition in that or any other telecommunications market. An examination of the purpose of the 
conduct is not required under the competition rule, unlike the general s. 46 misuse of market power 
provision in Part IV of the Act. 

The second circumstance is when a carrier or CSP engages in conduct relating to a 
telecommunications market that contravenes the general anti-competitive conduct provisions  
in Part IV of the Act, in particular: 

s. 45—contracts, arrangements or understandings that restrict dealings or affect competition •	

s. 46—misuse of market power •	

s. 47—exclusive dealing •	

s. 48—resale price maintenance.•	

3.1 Investigations conducted in 2006–07

The ACCC undertook eight investigations into anti-competitive conduct during 2006–07.  

In all of these investigations, the ACCC’s inquiries suggested that there was insufficient material  
to substantiate the alleged conduct or to establish the requisite ‘reason to believe’ threshold  
under s. 151AKA of Part XIB. These investigations included:

alleged anti-competitive conduct in relation to the ability of retail customers to combine phone •	
plans with broadband services using the regulated line sharing service

alleged anti-competitive conduct relating to transmission on the Victoria to Tasmania route.•	

In addition to these investigations, Telstra’s challenge to the ACCC’s Part A competition notice under 
the Administrative Decisions Judicial Review Act 1977 was concluded and final orders were handed 
down by the Federal Court. This is discussed at 3.1.2.
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3.1.1 Competition and advisory notices

The ACCC may issue a competition notice in response to alleged anti-competitive conduct when  
it has ‘reason to believe’ that there has been a contravention of the competition rule. The ACCC  
did not issue any competition notices to carriers or CSPs in the 2006–07 financial year.

When exercising this discretion the ACCC must consider the guidelines it has issued under s. 151AP(2) 
of the Act and any other matters it considers relevant. Before issuing a Part A competition notice to a 
carrier or CSP, the ACCC must issue a consultation notice to the carrier or CSP that outlines the anti-
competitive conduct and invites the carrier or CSP to make a submission. The ACCC must not issue a 
Part A competition notice unless it has considered any submission that was received in response to 
the consultation notice.

Two different types of competition notices can be issued by the ACCC when it has reason to believe 
that a carrier or CSP has engaged, or is engaging, in anti-competitive conduct. 

A Part A competition notice serves as a warning that the ACCC has competition concerns in relation 
to the conduct of a carrier or CSP and that further investigation of this conduct is required. A key 
consequence of such action is that it enables affected third parties to take their own damages actions 
in the Federal Court. At the same time, a Part A competition notice aims to encourage the carrier  
or CSP to change its conduct and gives the ACCC, or an affected carrier or ISP, the option to take 
action in the Federal Court. The relevant penalties that can be sought by the ACCC are the sum of  
$10 million plus $1 million for each day that the contravention continues. If the contravention 
continues for more than 21 days, penalties for the sum of $31 million plus $3 million for each day 
over 21 days can be sought. 

A Part B competition notice can be issued when the ACCC has reason to believe that the carrier or 
CSP has committed, or is committing, a contravention of the competition rule. Once issued, a Part B 
competition notice reverses the onus of proof in relation to matters in the notice (i.e. it is prima facie 
evidence of the contravention if proceedings are subsequently brought under Part XIB).

The ACCC may also issue a notice advising a carrier or CSP of the action that it should take, or 
consider taking, to ensure that it does not engage, or continue to engage, in anti-competitive 
conduct. This is known as an advisory notice.

3.1.2 ADJR challenge to Part A  
competition notice issued to Telstra

On 1 May 2006 Telstra made an application under the Administrative Decisions Judicial Review Act 
1977 challenging the validity of the consultation notice and Part A competition notice issued to 
Telstra in relation to its Home Access wholesale line rental price increase and HomeLine Part retail line 
rental price increase. The ACCC defended this challenge.

The Federal Court handed down its judgment on 5 April 2007 and found that the competition notice 
differed from the consultation notice on two matters held to be of substance. Justice Bennett found 
that as Telstra was not given details of those matters when the ACCC consulted with it, Telstra was 
not afforded procedural fairness.
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On 12 December 2007 final orders were handed down by the Federal Court and the competition 
notice was quashed.

This decision highlights substantial procedural difficulties for the ACCC in the competition notice 
regime and in quickly addressing competition concerns in the telecommunications industry. The ACCC 
believes this decision may encourage the recipient of a notice to challenge procedural aspects instead 
of addressing the substantive underlying conduct.

3.2 Exemption orders 

A carrier or CSP proposing to engage in conduct that may normally breach the competition rule  
can apply to the ACCC for an exemption order.

The ACCC may grant an exemption order if it is satisfied that: 

the resulting public benefit outweighs any public detriment of lessened competition •	

the conduct will not breach the competition rule. •	

Conduct subject to an exemption order will not be anti-competitive for the purpose of the 
competition rule. 

The ACCC has never received an application for a competition rule exemption. 

3.3 Third line force notifications 

Third line forcing is a specific form of exclusive dealing that involves the supply of goods or services 
on condition that the purchaser acquires other goods or services from a third party. It also involves 
the refusal to supply goods or services because the purchaser refuses to acquire other goods or 
services from a third party. Sections 47(6) and 47(7) of the Act make third line forcing a per se breach 
of the Act unless it relates to products or services provided by a related body corporate.

Third line forcing conduct can be notified under Part VII of the Act and authorised by the ACCC on 
public benefit grounds.

The ACCC received several third line forcing notifications from participants in the telecommunications 
industry in 2006–07. All of these notifications were allowed to stand on public benefit grounds. 
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4 Consumer safeguard provisions 

This chapter provides a brief summary of the ACCC’s major investigations into potential breaches  
of the consumer protection provisions contained in Part V of the Act. These include ss. 52 and 53  
of the Act. Section 52 prohibits a corporation in trade or commerce from engaging in misleading  
or deceptive conduct or conduct that is likely to mislead or deceive. Section 53 of the Act prohibits  
a corporation in trade or commerce from making false or misleading representations in connection 
with the promotion or supply of goods or services.

The Act does not contain consumer protection provisions specific to the telecommunications sector. 

A total of 4678 consumer protection complaints about the telecommunications industry were 
registered with the ACCC in 2006–07. This was a significant increase from the 3117 received in  
the previous year. About 13 per cent of the complaints did not fall within the ACCC’s jurisdiction. 

A significant number of complaints may relate to one issue, particularly where the conduct affects  
a large number of consumers.

Many of the issues identified were resolved through initial ACCC investigations or by ACCC contact 
with the relevant parties. 

4.1 Investigations undertaken

The ACCC undertook 13 major Part V investigations during 2006–07. A number of additional smaller 
investigations were resolved administratively in the initial stages. Two of the major investigations are 
outlined below.

Telstra’s advertising of its Next G network

In April 2007 the ACCC responded to consumer complaints by beginning an investigation into 
Telstra’s advertising of its Next G mobile phone network. 

The ACCC instituted proceedings in the Fast Track List of the Victorian Registry of the Federal Court  
in September 2007. The Federal Court found in December 2007 that Telstra’s advertised claim that  
its Next G network would deliver equal or better coverage to its CDMA network was misleading.  
It also found that Telstra had engaged in misleading or deceptive conduct by advertising that  
Next G coverage was ‘everywhere you need it’.

The Federal Court made the findings because coverage on the Next G network depends, in part,  
upon where the person is, handset selection and whether the handset has an external antenna 
attached. These factors were not disclosed in Telstra’s advertising. 

The Federal Court handed down declaratory relief and made injunctions restraining Telstra from 
making these representations without disclosing the factors that affect coverage.
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Advertising of broadband speeds

In October 2006 the ACCC started an investigation into the advertising of broadband internet  
speeds by ISPs. The ACCC was concerned that certain representations about the speeds available  
on broadband internet services could mislead consumers on the actual speeds they could achieve.  
The ACCC was also concerned that the advertising by ISPs did not necessarily disclose the key  
factors that can affect the broadband internet speeds consumers achieve. 

In January 2007 the ACCC released an information paper titled Broadband internet speed claims 
and the Trade Practices Act 1974. The ACCC focused on ADSL2+ services, taking an industry-wide 
approach by seeking voluntary compliance and engaging with industry. The ACCC’s paper encourages 
ISPs to disclose in all advertising the key factors that may affect ADSL2+ speeds and to ensure that 
ISPs can substantiate any speed claims made.

The ACCC’s industry-wide campaign has led to significant change in the way that ADSL2+ services 
are advertised. Accordingly, a stronger enforcement response has not been necessary to date.  
The ACCC continues to monitor broadband speed claims to make sure they are consistent with  
the ACCC’s information paper and not in breach of Part V of the Act. 
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5 Monitoring and reporting 

The ACCC collects information to enable it to monitor the behaviour of communications industry 
participants and to develop appropriate regulatory responses. These monitoring activities assist  
with the ACCC’s assessments of appropriate access prices and investigations of potential anti-
competitive conduct. 

Besides its general powers to obtain information under s. 155 of the Act, the ACCC has 
telecommunications-specific information-gathering powers under Part XIB. For example, s. 151BU  
in Part XIB allows the ACCC to make a record-keeping rule (RKR) by written instrument and to require 
that carriers and CSPs comply with it. The rule may specify what records are kept, how reports are 
prepared and when these reports are to be provided. 

The minister can require that that the ACCC monitor and report on various aspects of competition 
within the industry. The minister has also given the ACCC the responsibility of monitoring Telstra’s 
compliance with its retail price controls, which are determined by ministerial determination. 

5.1 Efforts to reduce regulatory burden  

The ACCC recognises that, although it needs information to ensure that its regulatory decisions are 
well informed, the requirement to provide information imposes a cost to the industry. The ACCC 
reviewed its monitoring activities in 2006–07 to ensure that the benefits of collecting the information 
outweighed the burden on the relevant carriers and CSPs. This resulted in the ACCC ceasing a number 
of monitoring activities. 

5.1.1 Internet interconnection record-keeping rule

Internet interconnection services relate to the way in which ISPs connect and share information  
with each other. 

In March 2005 the ACCC issued an RKR and a disclosure direction to 19 leading ISPs as part of  
a three-year monitoring program of internet interconnection services. 

After an extensive review, the ACCC decided in June 2007 to revoke both the RKR and disclosure 
direction. The ACCC’s finding was primarily based on its assessment of the extent to which they: 

enabled the ACCC to meet its legislated responsibilities•	

promoted more equitable interconnection arrangements.•	

While the ACCC was able to obtain a better understanding of the internet interconnection market 
from the monitoring program, it had doubts that the benefits of collecting additional data under  
the program would outweigh the cost to the participating carriers.
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5.1.2 Broadband subscribers

The ACCC’s broadband snapshot reports summarised data collected on broadband take-up from  
a limited number of broadband providers.

In April 2007 the ACCC received a letter from the Minister for Communications, Information 
Technology and the Arts, revoking the Monitoring and Reporting on Competition in the 
Telecommunications Industry Determination 2003 (No. 1). After considering the implications of  
this revocation, the ACCC decided to cease publication of its quarterly broadband snapshot reports. 
Data collection and publication of broadband connections now resides with the Australian Bureau of 
Statistics, which releases internet activity survey reports on a half-yearly basis.  

5.1.3 Competition in the corporate services market

The ministerial direction of accounting separation (see 5.2.3) requires the ACCC to monitor and 
prepare six-monthly reports on competition for the provision of telecommunications services to  
the corporate customer group.

Following instructions from the minister to defer any activities that may place undue burden on the 
industry, the ACCC identified that the corporate competition RKR created a significant burden on 
participants and the data was only of limited use. 

Without this empirical data, the ACCC did not publish a specific report on competition in the 
corporate services market in 2006–07. Discussion of competition in the market generally will  
continue to be provided in the ACCC’s reports on telecommunications competitive safeguards. 

5.2 Ongoing and new monitoring  
and reporting activities  

5.2.1 Telstra’s compliance with its retail price controls

Since 1989 Telstra has been subject to arrangements that limit its ability to increase its retail prices. 
The controls are set by government through ministerial determination and were most recently 
amended in January 2006. 

Under the retail price control arrangements, the ACCC is responsible for developing a methodology to 
measure price changes, assess the accuracy and completeness of Telstra’s report and report annually 
to the minister on the adequacy of Telstra’s compliance. The central framework of Telstra’s retail price 
control arrangements consists of a series of price caps that apply to specified ‘baskets of services’.

In October 2007 Telstra provided the ACCC with an audited report detailing the revenue-weighted 
price movements for each of the four baskets of services specified in the arrangements. The ACCC 
reported to the minister in December 2007 on its assessment of Telstra’s compliance with the retail 
price controls for 1 January 2006 to 30 June 2007. 
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The first basket of services under the price control arrangements consists of local calls, trunk (national 
long-distance and fixed-to-mobile) calls, international calls and line rentals. This basket is subject to 
a price cap of consumer price index (CPI) – CPI per cent. This means that Telstra is entitled to change 
the individual prices of the services within the basket as it wishes, but the aggregate price of all 
services in the basket must not increase in nominal terms.

The second basket consists of Telstra’s most basic line rental product offered to residential customers. 
In the current reporting period, this basket was also subject to a price cap of CPI – CPI per cent. 

The third basket consists of Telstra’s most basic line rental product supplied to business customers 
and charity customers. This basket is subject to an annual price cap of CPI – 0 per cent. As the initial 
reporting period was for 18 months, the price cap in the initial period was set at 1.5 times the annual 
CPI. For example, if the annual CPI increased by 3 per cent, the nominal price of this basket must not 
increase by more than 4.5 per cent. 

The fourth basket consists of connection services, and is subject to an annual price cap of  
CPI – 0 per cent. In the initial 18-month reporting period, the aggregate price for these services  
must not increase by more than 1.5 times the increase in CPI.

All public switch telephone network (PSTN) services, except those supplied to large business 
customers on individual contracts, are subject to the price caps. 

Each price cap is an independent price cap and is not subject to any overall price cap—that is,  
price movements for each basket will be reported separately and are not required to be averaged  
to an overall price movement for all services. 

Telstra is able to claim credits for investing to improve the quality of the services within the baskets, 
which are offset against actual price movements. Also, if Telstra prices below the maximum level 
permissible, the difference may be carried forward as a credit into the next price cap period.

These price control arrangements also require untimed local call charges to be broadly similar for 
both metropolitan and non-metropolitan users and for Telstra to comply with other specific pricing 
and notification requirements.

5.2.2 Communications infrastructure

To continue to improve the quality of its regulation and to reduce the burden of regulation on  
the community, the ACCC requires industry data on telecommunications network infrastructure.  
This information is intended to assist the ACCC in administering its regulatory functions under  
Part XIC of the Act. Appropriately targeted access regulation promotes the long-term interests of end 
users (LTIE).

The ACCC’s strategic review of the regulation of fixed network services indicated that a consistent  
and coherent database of communications infrastructure was needed to further inform the 
effectiveness and timeliness of future regulatory processes. 

The ACCC issued a discussion paper in March 2007 proposing a communications infrastructure audit 
utilising the RKR framework to collect (and regularly update) information regarding the nature and 
location (including take-up in certain circumstances) of competing infrastructure.  
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The ACCC introduced the following two RKRs:

The Telstra Customer Access Network Record Keeping and Reporting Rule was made on 29 August •	
2007. It requires Telstra to disclose key information about the ULLS, LSS and its own voice and DSL 
services disaggregated on an exchange service area basis for each quarter. An exchange service 
area is the area served by a single telephone exchange. The information is being used for a number 
of purposes, such as assessing Telstra applications for exchange-based exemptions from current 
WLR, LCS and PSTN OA declarations.

The Audit of Telecommunications Infrastructure Assets Record Keeping Rule 2007 was made on  •	
18 December 2007. It requires 22 specified carriers to report on the locations of their core network 
and customer access network infrastructure. The first response was due from industry on or before 
1 March 2008. The purpose of this RKR, in a highly dynamic and evolving market, is to provide the 
ACCC with a consistent and coherent database to inform regulatory decisions.

The ACCC has taken a flexible and cooperative approach to the reporting requirements and, while 
some trade-offs have been made to minimise the reporting burden, there remains the capacity with 
this information to continue to improve the efficiency and effectiveness of regulatory decisions on  
an ongoing basis.

The introduction of the new RKRs enabled the ACCC to remove two existing RKRs:

the Unconditioned Local Loop Access Record Keeping and Reporting Rule•	

the Unconditioned Local Loop Access (Service Delivery) Record Keeping and Reporting Rule. •	

5.2.3 Accounting separation

Accounting separation provides for separate accounts for wholesale and retail operations of a 
business. This can increase competition by making the comparative treatment of the retail business 
and wholesale customers more transparent. 

In 2002 the government made provision for an enhanced accounting separation of Telstra’s  
wholesale and retail operations with the passage of the Telecommunications Competition Act 2002. 
In accordance with this Act, the minister issued a direction instructing the ACCC to issue RKRs 
requiring Telstra to provide the ACCC with reports on:

current costs in addition to historical costs under the telecommunications industry  •	
accounting framework 

imputation analysis comparing Telstra’s retail prices and the costs faced by access seekers in buying •	
core telecommunications services (LCS, PSTN O/TA and ULLS) from Telstra, to indicate whether 
margins are sufficient to allow efficient firms to compete against Telstra in the retail market

key performance indicators on non-price terms and conditions (NPTC) that compare Telstra’s •	
customer service performance in specified retail and wholesale supplied services.

The ACCC reports on a six-monthly basis for current cost accounting and on a quarterly basis for 
imputation and NPTC. 
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In September 2007 the ACCC released its imputation and NPTC report for the June 2007 quarter.  
The imputation analysis showed that there was an overall tightening in imputed margins in the 
quarter, although these margins remained higher than those observed for the June 2006 quarter.  
The report also stated that the data for the June 2007 quarter did not indicate material discrimination 
against wholesale customers in terms of customer service performance.  

5.2.4 Public disclosure of market indicator  
data (regulatory accounting framework)

In 2001 the ACCC introduced the telecommunications regulatory accounting framework (RAF),  
a vertical and horizontal accounting separation model that requires revenue and cost information 
for wholesale and retail services to be reported to the ACCC. The RAF also requires that service usage 
information, such as the number of local calls and the number of national long-distance minutes,  
be reported.

In October 2003 the ACCC amended the RAF to improve the robustness and transparency of the 
reports. The amendments related to the notification required by the ACCC for changes to the RAF 
reports, the audit requirements and auditor standards for audit reports and the treatment of related 
entities for reporting under the RKR.

Each year since 2003, the ACCC has published extracts of the RAF data in market indicator reports  
in accordance with the approach detailed in the ACCC’s disclosure report for RKR information,  
issued in January 2003.

The published information includes revenues, usage and market share information for some retail  
and wholesale telecommunications services. 

The ACCC released a market indicator report for 2005–06 in August 2007.

5.2.5 Annual report on retail telecommunications prices

Under Division 12 in Part XIB of the Act, the ACCC is required to monitor and report to the minister 
annually on charges paid by users of telecommunications services. 

In December 2004 the ACCC issued an RKR specifying information for this purpose be provided by 
telecommunications carriers and CSPs. Carriers and CSPs reporting under the RKR are Telstra, Optus, 
AAPT, Primus, Hutchison, Vodafone, Virgin Mobile, MCI Worldcom and iiNet. These providers submit 
revenue, usage and other information to the ACCC about the services they provide to customers, 
which the ACCC then uses to construct price indexes to estimate changes in the prices paid by users 
of telecommunications services.

The ACCC’s report on telecommunications prices is published each year with its report on 
telecommunications competitive safeguards.   



ACCC telecommunications reports 2006–07  |  REPORT 144

5.2.6 Bundling record-keeping rule

Concerned about the effects of bundling on competition in telecommunication markets, the ACCC 
issued an RKR in 2003 requiring Telstra to provide detailed information about its Rewards and 
HomeLine residential packages. At that time, the ACCC did not issue the final report format under the 
RKR as it was recognised that Telstra may need to implement system changes to more easily meet the 
ongoing reporting requirements. Instead, an interim reporting format was developed in consultation 
with Telstra.

Since then Telstra has been providing data each quarter to the ACCC about these bundled products. 
While the information provided by Telstra gives an indication of which bundled service offerings have 
been taken up by Telstra residential customers, it did not allow the ACCC to quantify the percentage 
of discounts afforded to Telstra customers taking up bundled service offerings. Without this 
additional data it was difficult to assess the effect of Telstra’s bundling on competition across a range 
of telecommunications markets.

As a consequence, the ACCC issued a revised RKR to Telstra in March 2006 specifying the reporting 
format. The revised RKR requires Telstra to provide quarterly reports on its bundled service products, 
including information on matters such as the number of customers, the revenue and the total 
discount given for each bundled offering.

The data shows that in recent years there has been a general trend towards a greater proportion of 
residential customers choosing to bundle one or two additional services with a fixed-line voice service. 

5.2.7 Tariff filing

Tariff filing refers to the provision of certain information regarding changes in prices. The ACCC’s 
tariff-filing powers can be divided into two distinct parts: 

general telecommunications tariff filing (Part XIB, Division 4) •	

Telstra-specific tariff filing (Part XIB, Division 5).•	

Tariff-filing directions under Part XIB, Division 4 

If the ACCC is satisfied that a carrier or CSP has a substantial degree of market power in a 
telecommunications market, it may direct them under Part XIB, Division 4, to provide information 
on charges for specified carriage services and/or ancillary goods and services or information on its 
intentions regarding those goods or services. 

In 2006–07 the ACCC did not issue any tariff-filing directions under this division.   

Tariff-filing by Telstra under Part XIB, Division 5

Part XIB, Division 5 requires Telstra to give the ACCC a written statement setting out any proposed 
pricing changes for a basic carriage service (BCS) seven days before the change occurs. BCSs allow for 
communication between two or more distinct places, supplied by fixed-line or satellite-based facilities, 
but does not include the supply of customer equipment. 
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A strict interpretation of Division 5 would require Telstra to provide complete details of all  
offerings, both standard and individualised (non-standard), along with all variations. To reduce  
the administrative burden of this requirement on both the ACCC and Telstra, the ACCC and Telstra 
agreed that relevant information would be provided only for those BCSs identified by the ACCC  
as assisting it in detecting potential anti-competitive behaviour. 

Under the agreement: 

Telstra is to provide its standard form of agreement on a weekly basis, along with a list of all •	
amendments (additions, variations and withdrawals) that have taken place during that week. 

Telstra is to provide a monthly summary report of any non-standard form of agreement entered •	
into for that calendar month. 

Telstra is to brief the ACCC if it has introduced, varied or withdrawn an offering for a BCS and •	
considers that change to be significant. 

The ACCC may also request a briefing to obtain information about any amendments to Telstra’s •	
standard form of agreement or about a non-standard form of agreement. 

Exemptions exist for particular BCSs when: 

there is a limited likelihood for anti-competitive conduct•	

information is already available to the ACCC through the access regime or •	

information is otherwise available from the previous tariff-filing agreement between  •	
Telstra and Austel. 

During 2006–07 Telstra complied with the requirements to give the ACCC tariff-filing information. 

5.2.8 Media content monitoring

The ACCC recognises that access to compelling content may be a critical factor in developing a  
viable business case in existing and emerging media markets. During 2006–07 the ACCC continued  
to monitor developments in relation to the acquisition of exclusive rights for compelling content 
in new media sectors and free-to-air and subscription television sectors. The ACCC will continue to 
monitor developments across all media sectors to ensure effective competition is not foreclosed by 
anti-competitive conduct. 
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6 Access to telecommunications 
network services 

This chapter outlines how the ACCC regulates access to telecommunications networks, including  
the declaration of telecommunications services, the arbitration of access disputes and the 
development of pricing principles for particular services. 

Part XIC of the Act establishes the industry-specific access regime for the telecommunications industry. 
The primary objective of Part XIC is to promote the long-term interests of end users (LTIE). Under the 
Act the LTIE is achieved by: 

promoting competition in telecommunications markets •	

achieving any-to-any connectivity (ensuring communication between users of different networks)•	

encouraging the economically efficient use of, and investment in: •	

infrastructure by which listed services are supplied •	

any other infrastructure by which listed services are, or are likely to become, capable of  •	
being supplied. 

The Part XIC access regime only applies to services that are declared. Declaration is the process of 
determining whether a service should be subject to access regulations. Services can only be declared 
after the ACCC has conducted a public inquiry. 

Some services supplied under pre-existing access agreements were deemed to be declared on 
commencement of Part XIC on 1 July 1997. The ACCC had previously assessed that declaration of 
these services was in the LTIE. 

Once a service is declared, the access provider is subject to standard access obligations (SAOs), 
requiring them to provide the service, on request, to the access seeker. The access seeker must take  
all reasonable steps to ensure that the technical and operational quality of the service is equivalent  
to the service it provides to itself. 

While the terms and conditions of access are not specified in the Act, it does provide three ways  
in which they can be determined: 

They can be determined by commercial negotiation between the access provider and access seeker. •	

If commercial negotiations cannot result in an agreed outcome, the ACCC—following notification •	
of a dispute—can determine the access terms and conditions in an arbitration process between 
the access seeker and provider of the declared service. 

The ACCC can accept an undertaking by the access provider that will determine the terms and •	
conditions of access. 

The ACCC encourages industry participants to negotiate and settle their own disputes and will 
continue to do so. 
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6.1 Public inquiries into the declaration  
of telecommunications services 

The Telecommunications services—declaration provisions guide explains the ACCC’s approach to 
declarations, including the matters that it must consider and how it will consider them. The guide 
also contains a section dealing with procedural issues, such as the public inquiry process.  

6.1.1 Local public switch telephone network  
origination/termination access services and  
conditioned local loop service declarations

On 21 December 2005 the ACCC began a broad public inquiry to consider regulatory issues relating 
to fixed-line network services. As part of this process the ACCC published a final determination in July 
2006. The final determination rationalised the number of declared services by combining the local 
and domestic public switch telephone network origination/termination access (PSTN O/TA) services 
to ensure that a single service description is sufficient to allow for interconnection at either of the 
current defined points of interconnection. As part of the same inquiry the ACCC noted that it had 
allowed the declaration of the conditioned local loop service to expire as re-declaring the service was 
no longer in the LTIE.  

6.12 Analog pay television service declaration 

In November 2006 the ACCC began a review into the declaration of the analog subscription  
television broadcast carriage service (analog payTV service), in accordance with s. 152ALA(7)  
of the Act. The analog payTV service declaration was due to expire in July 2007.

The analog subscription television service was a service for the carriage, by means of lines, of analog 
signals used to transmit a subscription television service from a facility owned, controlled or operated 
by a carrier or carriage service provider to any point on, or in, a line link, customer cabling or 
customer equipment connected to that facility.

The ACCC released its final decision on 16 March 2007, concluding that it was not satisfied that 
continued declaration of the analog payTV service would promote the LTIE. The ACCC decided that 
the declaration should be revoked. Given that most of Australia’s payTV subscribers are no longer 
served by analog networks, the ACCC concluded that the closure of Telstra’s and FOXTEL’s analog 
network rendered the continued declaration largely redundant in the major metropolitan areas. 

6.1.3 Review of the line sharing service declaration

In April 2007 the ACCC began a declaration inquiry for the line sharing service (LSS). The inquiry 
considered whether declaration of the LSS would be in the LTIE.

The LSS allows two carriers to provide separate telecommunications services over a single metallic pair 
or line. The higher frequency part of the line is used by the access seeker to supply broadband digital 



ACCC telecommunications reports 2006–07  |  REPORT 148

subscriber line services, while the access provider supplies a PSTN voice service over the same line.  
The LSS was originally declared in August 2002.

In October 2007 the ACCC released its final decision in which it concluded that declaration of the LSS 
will continue to promote competition in the identified markets, achieve any-to-any connectivity and 
encourage efficient use of and investment in infrastructure. The ACCC also issued pricing principles 
and indicative prices for the LSS with the release of the final decision. The LSS declaration was 
extended on a national basis until 31 July 2009. 

6.1.4 Possible variation of the unconditioned  
local loop service declaration

The review of the unconditioned local loop service (ULLS) declaration arose in March 2007 when  
the ACCC received a request from the G9 consortium of companies to vary the ULLS declaration.  
The ULLS essentially gives an access seeker the use of the copper pair without any dial tone or carriage 
service. This allows the access seeker to use its own equipment in an exchange to provide a range of 
services, including traditional voice services and high-speed internet access to end users.

The G9 requested that the ULLS declaration be varied to ensure that sub-loop access falls within 
the definition of the declared ULLS. Sub-loop access refers to the connection by the access seeker at 
a point closer to the customer than the local exchange.  For example, connection could occur at a 
node between the customer and the local exchange. The G9 argued that the variation would provide 
certainty for a fibre-to-the-node (FTTN) provider as the provision of services over the network would 
be contingent on access to the sub-loop. 

In May 2007 the ACCC released a discussion paper seeking the views of interested parties on the key 
issues of varying the ULLS description. The ACCC received eight submissions in response.

In December 2007 the ACCC released a position paper as part of its inquiry into the possible variation 
of the ULLS. The position paper sought the views of interested parties on a proposed variation to the 
ULLS description. Submissions from interested parties were due to the ACCC by February 2008.

6.1.5 Review of the digital data access service and  
integrated services digital network declarations

In November 2007 the ACCC commenced a review of the digital data access service (DDAS) and the 
integrated services digital network (ISDN) declarations in regional areas. The current declarations will 
expire in June 2008. The inquiry will consider whether the declarations should be remade, extended, 
revoked, varied or allowed to expire. The ACCC previously allowed the DDAS and ISDN declarations 
for central business district (CBD) and metropolitan areas to expire in 2006. 

The DDAS is an access service for the domestic carriage of data. The service can combine the use of 
a customer access line with management to ensure high-quality data transmission. The service also 
includes a number of options, including the provision of higher level customer management facilities 
and network control. 
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The ISDN is used for the carriage of information such as voice, data, high-quality sound, text,  
still images and video over the PSTN. It is a digital communications service which uses the same 
copper wire lines used for standard telephone services. 

The ACCC received four submissions in response to its discussion paper. The review is ongoing. 

6.2 Exemptions from declaration

SAOs require, among other things, an access provider to supply a declared service to an access  
seeker if requested. Under s. 152AT of the Act, a carrier or carriage service provider (CSP) may  
apply to the ACCC for a written order exempting it from the SAOs that apply to a declared service. 

The Act also enables an access provider (or a potential access provider) to apply for an  
exemption from the SAOs before an investment in a service is made or that service becomes  
an active declared service. 

The ACCC must not grant an exemption order unless it is satisfied that the making of the order  
will promote the LTIE. If the ACCC believes that an order made on an application for an exemption  
is likely to materially affect the interests of a person, the ACCC must publish the application and  
invite submissions on whether the application should be accepted. 

The ACCC received nine exemption applications from Telstra in the second half of 2007. The 
exemption applications cover the following services: the local carriage service (LCS), wholesale  
line rental (WLR), PSTN O/TA, domestic transmission capacity service (DTCS), as well as the supply of 
all regulated services to Optus in areas where Optus has deployed its hybrid fibre coaxial (HFC) cable 
network. 

6.2.1 Telstra application for partial exemption from local 
carriage service and wholesale line rental regulations

In July 2007 Telstra provided the ACCC with an application for exemption from the SAOs for LCS and 
WLR in 371 exchange service areas across metropolitan Australia. An exchange service area is the area 
served by a single telephone exchange. 

The LCS is a wholesale local call service that allows access seekers to resell local calls to end users.  
The WLR involves the provision of a basic line rental service that allows an end user to connect  
to the PSTN.

The ACCC received four submissions in response to its August 2007 discussion paper on the 
exemption application. 

In October 2007 Telstra provided the ACCC with a further application for exemption from the SAOs 
for LCS and WLR in 16 exchange service areas across metropolitan Australia. The ACCC issued 
a discussion paper in October 2007 on these further exemption applications and received three 
submissions in response.
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The ACCC is in the process of publishing a draft decision setting out its preliminary findings on 
Telstra’s exemption applications. The ACCC will then provide an opportunity for comment to be  
made on the draft decision before making its final decision.

6.2.2 Telstra application for partial exemption from  
domestic transmission capacity service regulations

In August 2007 Telstra applied for an exemption from the SAOs in relation to supply of the DTCS to 
20 capital–regional routes.

The DTCS is a generic service that can be used for the carriage of voice, data or other communications 
using wideband or broadband carriage. Carriers and CSPs can use transmission capacity to set up 
their own networks for aggregated voice or data channels or for integrated data traffic.

The ACCC released a discussion paper in October 2007 identifying issues relevant to the decision 
about whether to grant Telstra’s requested exemptions and sought submissions from interested 
parties on key issues. Four submissions were received in response.

The ACCC will publish a draft report setting out its preliminary findings on Telstra’s exemption 
applications. The ACCC will then provide an opportunity for comment to be made on the draft  
report before making its final decision.

In December 2007 Telstra applied for a further exemption from SAOs for the  supply of the  
DTCS for all:

inter-exchange DTCS in CBD areas of each capital city•	

tail-end transmission in CBD areas of each capital city•	

inter-exchange transmission in metropolitan areas and certain regional centres for DTCS•	

tail-end transmission in metropolitan areas and certain regional centres for DTCS  •	
(up to 2 Mbps only). 

The regional centres for which Telstra seeks exemption are those connected to a capital city  
by a regional transmission route that is either exempt from, or the subject of, Telstra’s August 2007  
exemption application for capital–regional DTCS.

The ACCC intends to shortly issue a discussion paper to begin its consultation process  
on the exemption application.

6.2.3 Telstra application for partial exemption  
from public switched telephone network  
origination access regulations

In October 2007 Telstra provided the ACCC with an exemption application from the SAOs in respect 
of the public switch telephone network origination access service (PSTN OA) in 17 exchange service 
areas in CBDs. Telstra also provided a second exemption application in respect of the PSTN OA service 
in 387 exchange service areas across metropolitan Australia. 
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The PSTN OA allows access seekers to buy the carriage of telephone calls from a calling end user to 
a point of interconnection with the access seeker’s network. The service allows telecommunications 
companies to provide services such as national long-distance calls, international calls and calls 
between fixed and mobile networks.

The ACCC issued a discussion paper on this matter in October 2007 and received five submissions  
in response.

The ACCC is in the process of publishing a draft decision setting out its preliminary findings on 
Telstra’s exemption applications. The ACCC will then provide an opportunity for comment on the  
draft decision before making its final decision.

6.2.4 Telstra application for exemption from  
fixed service regulations in Optus cable areas

In December 2007 Telstra applied for exemption from the SAOs for supply of fixed service regulations 
to Optus in a defined geographic area of any customer premises within 75 metres of Optus’s 
currently deployed HFC cable network in Sydney, Melbourne and Brisbane. The fixed services are  
ULLS, LSS, LCS, WLR and PSTN OA. 

The ACCC intends to shortly issue a discussion paper to begin its consultation process on the 
exemption application.

6.3 Access undertakings 

Part XIC includes a mechanism allowing an access provider to give voluntary access undertakings on 
the supply of declared services. Undertakings must set out the terms and conditions under which the 
access provider undertakes to comply with the particular SAOs. 

The Act also allows for an access provider or potential access provider to submit a special access 
undertaking for the same purpose, but where the investment in a service has yet to be made or  
that service has not yet become an active declared service.

Under Part XIC the ACCC is required to accept or reject an undertaking following a consultation 
process. If accepted, the ACCC must apply a relevant undertaking in an access dispute, providing 
some certainty to both access providers and access seekers. 

In assessing access undertakings, the ACCC must be satisfied that: 

the undertaking is consistent with the SAOs outlined in the Act•	

the terms and conditions of access are reasonable, as defined in s. 152AH. •	
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6.3.1 Telstra public switch telephone network  
and local carriage service undertaking

In March 2006 Telstra lodged an ordinary access undertaking specifying price-related terms and 
conditions upon which it undertakes to supply the PSTN O/TA services and the LCS. Telstra proposed 
headline charges of 9.28 cents per minute (cpm) for the LCS and a headline rate of 2.18 cpm and 
2.28 cpm for PSTN O/TA for 2006–07 and 2007–08 respectively. 

The ACCC did not consider the terms and conditions were reasonable and made its final decision  
to reject the undertaking on 29 November 2006.

6.3.2 FOXTEL special access undertaking  
for its digital set-top unit service

FOXTEL lodged a special access undertaking under s. 152CBA of the Act with the ACCC in  
October 2005. The undertaking specified the terms and conditions upon which FOXTEL undertakes 
to supply the digital set-top unit service. A digital set-top unit is a device located at a customer’s 
premises that is used for the reception and decryption of digital subscription TV signals. 

Following public consultation, the ACCC issued a draft decision to reject FOXTEL’s original undertaking 
in September 2006. While the ACCC considered the terms and conditions in the undertaking to be 
reasonable, it could not be satisfied that they were consistent with the SAOs under the Act.

FOXTEL withdrew its undertaking in December 2006 and simultaneously submitted a revised 
undertaking designed to meet the ACCC’s concerns expressed in its draft decision. For example, 
FOXTEL provided better access to its electronic program guide, wrote contractual terms to apply more 
equally to FOXTEL and access seekers and revised its access pricing. 

The lodgment of the new undertaking required the ACCC to undertake a new assessment process. 
Following further public consultation, the ACCC accepted FOXTEL’s revised undertaking in March 2007.

In April 2007 the Seven Network applied to the Federal Court for a review of the ACCC’s decision 
under s. 5 of the Administrative Decision (Judicial Review) Act 1977. In December 2007 the Federal 
Court upheld the decision of the ACCC to accept the special access undertaking from FOXTEL for its 
digital set-top unit service. The court also decided to make a declaration clarifying the limits of the 
scope of FOXTEL’s undertaking into the future.

6.3.3 Optus undertaking for supply of the mobile termination 
access service

Optus Mobile and Optus Networks (together, Optus) lodged an ordinary access undertaking in 
February 2007 specifying terms and conditions upon which Optus undertakes to supply the domestic 
GSM terminating access service.

In the undertaking, Optus offered to supply the GSM terminating access service at a rate of  
12 cpm for the term of the undertaking, being 1 July 2007 or the date of acceptance by the  
ACCC to 31 December 2007, whichever is the later. Other than the primacy of existing agreements, 
the undertaking did not expressly deal with any other non-price terms and conditions.
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In November 2007 the ACCC issued its final decision to reject the undertaking on the basis that it  
was not satisfied that the specified price terms and conditions were reasonable. It considered that 
Optus did not provide evidence to establish that 12 cpm was a reasonable price. Optus sought to  
rely on international benchmarking analyses, but did not provide detailed information about the data 
sources for the information on which it was relying, including whether the benchmarks are  
price or cost benchmarks.

6.3.4 G9 special access undertaking  
for fibre-to-the-node network

In May 2007 FANOC—a company created by the G9 consortium of telecommunications carriers—
lodged a 15-year special access undertaking with the ACCC. 

The undertaking specified the terms and conditions upon which FANOC would provide access to a 
‘bitstream’ service to third parties over its proposed FTTN network. The  functionality of the proposed 
access service lies between the ULLS and a wholesale xDSL service. The undertaking set initial access 
prices of up to $29 to $50 per month (depending on the speed offered) for the first three years and 
includes a pricing methodology for determining access prices in subsequent years. The undertaking 
also envisaged a degree of vertical separation between the FTTN network owner FANOC and retail 
carriers and service providers.

In June 2007 the ACCC released a discussion paper inviting interested parties to comment on the 
undertaking. After considering submissions from interested parties and further submissions lodged by 
FANOC, the ACCC released its draft decision for public comment proposing to reject the undertaking 
in December 2007. 

The ACCC stated that it was generally comfortable with FANOC’s proposed approach to pricing, 
which would provide a high degree of regulatory certainty for significant new investments, especially 
where efficiently and prudently incurred actual costs are known. The ACCC found FANOC’s prices 
for the initial three-year access period may be within the reasonable range of prices for this type of 
service and network. 

However, the ACCC considered the undertaking lacked effective independent audit of the key inputs 
in the pricing methodology to determine access prices in subsequent years. The ACCC also considered 
the undertaking gave FANOC too much discretion to unilaterally determine non-price terms and 
conditions for the 15-year undertaking period without independent regulatory review.

It is open to the parties to revise the undertaking for future consideration. Following the ACCC’s 
decision, the G9 consortium publicly stated the consortium’s intention to revise the undertaking.

The ACCC’s draft decision also provided guidance on what reasonable access to FTTN networks  
more generally would entail.
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6.3.5 Telstra ULLS monthly charge undertaking

In December 2007 Telstra lodged an undertaking proposing a $30 monthly charge for its supply of 
the ULLS in Band 2 exchange service areas. Telstra submitted a ‘Telstra Efficient Access’ cost model  
in support of its undertaking, along with other supporting materials.

The ACCC will shortly issue a discussion paper to begin its consultation process on  
this undertaking.

6.3.6 Optus mobile termination access service undertaking 

In February 2006 the ACCC issued a final decision to reject an undertaking for proposed prices  
for the supply of its domestic GSM terminating access service. On 23 February 2006 Optus applied  
to the Australian Competition Tribunal for review of the ACCC decision. On 2 November 2006 the 
tribunal held that the terms of the undertaking were reasonable. 

6.3.7 Judicial review of decision to reject Vodafone’s  
mobile termination access service undertaking

In March 2006 the ACCC issued a final decision to reject a Vodafone undertaking proposing prices for 
the supply of the MTAS on its GSM network. Vodafone applied to the Australian Competition Tribunal 
for a review of the decision. In January 2007 the tribunal held that the undertaking was  
not reasonable for a number of reasons. 

6.3.8 Judicial review of decision to reject Telstra’s  
averaged monthly unconditioned local loop  
service charge undertakings

In December 2005 Telstra lodged undertakings proposing that a single, geographically averaged  
ULLS monthly charge of $30 apply across all of Australia. The ACCC released its final decision to  
reject the undertakings on the basis that it could not be satisfied that the terms and conditions  
in the undertaking were reasonable.

Telstra applied to the Australian Competition Tribunal to have the ACCC’s decision reversed.  
In May 2007 the tribunal reached the conclusion that it also believed the terms and conditions  
in the undertaking were not reasonable.    

6.4 Access disputes 

As part of the ACCC’s role in regulating access in the telecommunications industry, it has arbitration 
powers under Part XIC enabling it to issue directions, conduct hearings and make determinations  
to resolve access disputes. Under Part XIC the ACCC must undertake arbitrations if notified of an 
access dispute, but only after private negotiations, mediation and/or conciliation fail. When the  
ACCC accepts a relevant access undertaking, the terms and conditions of the undertaking must be 
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applied in resolving the dispute. If there is no undertaking relevant to the dispute, the ACCC may 
determine the appropriate terms and conditions within the arbitration process. 

Before a dispute is referred to the ACCC for arbitration: 

a carrier or CSP must control the supply of a declared service•	

one or more SAOs must apply to the carrier or the CSP in relation to the declared service•	

the parties are unable to reach an agreement about the terms and conditions of the obligations  •	
or any other aspect of the declared service that it must comply with. 

6.4.1 Arbitration of disputes over  
access to fixed network services

The ACCC received 26 new arbitrations in 2006–07 for fixed network services. These arbitrations 
related to the ULLS (9), LSS (6), DTCS (2), PSTN O/TA (4), WLR (2), LCS (2) and DDAS (1).

The following is a list of the 2006–07 fixed-line network access disputes:

Optus Networks and Optus Mobile notified access disputes with Telstra in June 2006 in relation to •	
the price of the supply of PSTN O/TA.

Request Broadband notified an access dispute with Telstra in June 2006 in relation to the monthly •	
and connection charges for the ULLS.

Optus notified two access disputes with Telstra in September 2006 in relation to the price of the •	
supply of WLR and the LCS.

Amcom notified an access dispute with Telstra in November 2006 in relation to the monthly •	
charge for the supply of the LSS.

Adam Internet notified of an access dispute with Telstra in January 2007 in relation to the monthly •	
single and mass connection charges for the ULLS.

Primus notified an access dispute with Telstra in January 2007 in relation to monthly charge of the •	
supply of the LSS.

Netspace notified an access dispute with Telstra in February 2007 in relation to the DTCS on the •	
trans-Tasman route.

Primus notified two access disputes with Telstra in February 2007 in relation to the price of supply •	
of LCS and the WLR.

Network Technology notified an access dispute with Telstra in March 2007 in relation to monthly •	
changes and the disconnection charges for the LSS.

TPG Internet notified an access dispute with Telstra in March 2007 in relation to monthly rental •	
charges for the ULLS.

Macquarie notified an access dispute with Telstra in July 2007 in relation to the monthly charge for •	
the supply of the ULLS.
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TPG Internet notified an access dispute with Telstra in August 2007 in relation to the monthly •	
charge for the ULLS.

Macquarie notified an access dispute with Telstra in August 2007 in relation to the price  •	
of the DTCS.

Macquarie notified an access dispute with Telstra in August 2007 in relation to the DDAS.•	

Optus notified an access dispute with Telstra in September 2007 in relation to ULLS provisioning  •	
in buildings with main distribution frames.

NEC Australia notified an access dispute with Telstra in October 2007 in relation to the monthly •	
charge for the supply of the ULLS.

Agile notified an access dispute with Telstra in October 2007 in relation to the monthly, single •	
connection and late withdrawal charges for the ULLS.

Soul notified an access dispute with Telstra in November 2007 in relation to monthly, connection •	
and disconnection charges for the ULLS.

Adam Internet notified an access dispute with Telstra in November 2007 in relation to the monthly •	
charge for the supply of the LSS.

Agile notified an access dispute with Telstra in November 2007 in relation to the monthly charge •	
for the supply of the LSS.

Chime notified an access dispute with Telstra in November 2007, in relation to price and non-price •	
matters for the supply of the LSS.

These arbitrations are in addition to access disputes notified in the previous years and continued to be 
arbitrated during the period. Of particular note are two access disputes notified by Primus in 2004–05 
on the ULLS and the LSS which continued to be arbitrated in 2006–07. The following is a list of fixed-
line network services access disputes notified in 2005–06 that continued to be arbitrated during this 
reporting period:  

Optus Networks notified an access dispute with Telstra in November 2005 in relation to annual •	
charges, connection charges and other charges for the ULLS.   

Chime notified three access disputes with Telstra in February 2006 relating to annual and •	
connection charges for the ULLS, annual and connection charges for the LSS and annual and 
connection charges for the DTCS.

XYZed notified an access dispute with Telstra in February 2006 in relation to the monthly and •	
single connection prices for the ULLS.

Primus notified an access dispute with Telstra in March 2006 in relation to monthly charges for  •	
the supply of the ULLS.

Request Broadband notified an access dispute with Telstra in May 2006 in relation to annual •	
charges for the supply of the LSS. 

PowerTel notified an access dispute with Telstra in May 2006 in relation to the monthly and •	
connection charges for the ULLS.
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Interim and final outcomes

The ACCC extended interim determinations for 12 months in the access disputes between  
Chime and Telstra in relation to the WLR and LCS in December 2007. 

Three of the access disputes that were notified during the reporting period were subsequently 
withdrawn after the publication of an interim determination:

An interim determination was made in January 2007 in the access dispute between Optus and •	
Telstra in relation to the supply of the WLR. The access dispute was subsequently withdrawn by 
Optus in June 2007.

An interim determination was made in the access dispute between Primus and Telstra in relation  •	
to the WLR effective from April 2007. This dispute was subsequently withdrawn in August 2007.

In May 2007 an interim determination was made in the access dispute between Primus and Telstra •	
in relation to the LCS. This dispute was subsequently withdrawn by Primus in August 2007.

The ACCC published a final determination in relation to LSS access disputes for the Adam Internet, 
Agile, Amcom, Network Technology and Primus disputes with Telstra in December 2007. 

Netscape and Chime withdrew their access disputes in relation to the DTCS in December 2007.  

All other access disputes were continuing at the end of 2006–07, including four disputes which  
were currently subject to judicial review.

6.4.2 Arbitration of disputes over access to mobile termination 
access service

The ACCC received nine new access disputes in 2006–07 concerning the MTAS. These were:

Telstra notified an access dispute with Optus Mobile in November 2006.•	

Telstra notified an access dispute with Optus Networks in November 2006.•	

PowerTel notified an access dispute with Hutchison 3G Australia in December 2006.•	

Optus Mobile notified an access dispute with Vodafone in December 2006.•	

Optus Networks notified an access dispute with Vodafone in December 2006.•	

Optus Mobile notified an access dispute with Telstra in December 2006.•	

Optus Networks notified an access dispute with Telstra in December 2006.•	

Telstra notified an access dispute with Vodafone in May 2007.•	

Telstra notified an access dispute with Hutchison 3G Australia in May 2007.•	

Interim and final outcomes

The ACCC made interim determinations for four of the access disputes notified in 2006–07  
and a further seven interim determinations were made for disputes previously notified in 2005–06.
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Final determinations were made in relation to 10 MTAS disputes notified in the previous 2005–06 
period but no final determinations were made in the 2006–07 period in relation to the nine new 
access disputes notified in 2006–07.

PowerTel withdrew its dispute with Hutchison 3G Australia and both Optus Mobile and Optus 
Networks withdrew their disputes with Vodafone.

In addition, AAPT withdrew its disputes with both Hutchison Telecommunications and Hutchison 3G, 
which were previously notified in 2005–06.

6.5 Pricing principles and indicative pricing 

Following the declaration of a service, it has often been ACCC practice to develop and release pricing 
principles to inform the market of its likely decisions in arbitrations, providing greater certainty to 
access seekers and promoting the timely resolution of access disputes without having to refer them  
to the ACCC. 

Changes to the legislation in December 2002 required that pricing principles be issued for each  
new declared service. 

6.5.1 ULLS pricing principles

Following its decision to re-declare the ULLS, the ACCC sought submissions on draft ULLS pricing 
principles in July 2006 and further submissions in October 2007. The ACCC made a final decision in 
November to continue to use the total service long-run incremental cost plus an allocation of indirect 
overhead costs (TSLRIC+) methodology, and that it would be applied to the ULLS on a geographically 
de-averaged basis.  

TSLRIC is the incremental or additional costs the firm incurs in the long term in providing the service, 
assuming all of its other production activities remain unchanged. TSLRIC consists of the operating and 
maintenance costs the firm incurs in providing the service, as well as a normal commercial return on 
capital. The ‘+’ indicates that it also includes an allocation of indirect overhead costs. 

6.5.2 Line sharing service pricing  
principles and indicative prices

The ACCC issued pricing principles and indicative prices for LSS in October 2007, when it also decided 
to extend the declaration of the service. 

The ACCC determined that a TSLRIC+ cost-based approach should be used, and that:

a specific cost component should be included in the LSS monthly price, calculated by combining •	
‘LSS-specific costs’ with ‘ULLS-specific costs’ and Telstra’s internal equivalent costs for ADSL,  
and allocating those costs across the number of active ULLS, LSS and ADSL lines
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a contribution for line costs will not be recovered in the LSS monthly price and•	

connection and disconnection charges should be set with reference to the amounts charged  •	
by third party contractors to Telstra for jumpering work in exchanges, indirect costs and  
back-of-house costs.

The indicate prices, which are to apply between 1 January 2008 and 31 July 2009, included a 
monthly charge of $2.50 per LSS. 

6.5.3 Mobile termination access service pricing principles  
and indicative prices

The development of new MTAS pricing principles and indicative prices is the latest development in 
an extensive consultation process beginning with the Mobile Services Review in 2003. This need 
was created with the expiry of the old pricing principles and indicative prices in June 2007 and the 
continuation of the MTAS service declaration until June 2009.

The ACCC consulted on draft pricing principles and indicative prices in June 2007. The process was 
also used to gather the industry’s views on the ACCC’s newly developed cost model (see 6.7.1) using 
the TSLRIC+ pricing methodology. 

The ACCC released its final decisions on MTAS pricing in November 2007. The ACCC set the indicative 
price of 9 cpm to apply for 1 July 2007 to 31 December 2008. This price reflects an upper bound 
estimate of the TSLRIC+ for the supply of the MTAS after 30 June 2007. The ACCC considered that 
there would be no adverse impact on the mobile network owners’ legitimate business interests by 
moving directly to a price of 9 cpm from the previous conservative estimate of 12 cpm. 

6.6 Procedural rules 

Under amendments to the Act which came into force in September 2005, the ACCC was given broad 
powers to make written rules to deal comprehensively with the procedures to apply to the ACCC and 
third parties during processes under Part XIC of the Act. 

Procedural matters that the rules could deal with include confidentiality of information, the form 
and content of documents, minor amendments to undertakings, the provision of information by 
interested parties and the need for oral hearings in access disputes. 

The legislation requires the ACCC to publish a development plan setting out its intended approach  
to making the procedural rules. The ACCC published a position paper in February 2006 and finalised 
the development plan in March 2006. The development of the rules is ongoing. 
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6.7 Development of models to  
estimate costs of providing services 

During the reporting period, the ACCC commenced or progressed the development of three 
separate cost models in respect of mobile termination services, fixed network services and domestic 
transmission capacity services. These models will assist the ACCC in fulfilling its regulatory functions 
under Part XIC. In particular, the models will assist the ACCC in assessing access undertakings, 
developing pricing principles and indicative prices and in arbitrating access disputes.

6.7.1 Mobile services cost model

The ACCC decided that a new model of the cost of supplying mobile termination services was 
necessary for informing the next decision on MTAS pricing principles and indicative prices.  

The request for tender for the development of the bottom-up TSLRIC+ model was released on  
31 March 2006 and, after an extensive evaluation process, the ACCC engaged WIK Consult GmbH 
in June 2006. The ACCC consulted on the WIK cost model at the same time as the pricing principles 
and indicative prices, with a number of minor modifications being made to the cost model to further 
calibrate it for an Australian context. 

The final version of the model was released by the ACCC in November 2007 alongside its final 
decision on pricing principles and indicative prices. 

6.7.2 Fixed network services cost model

The ACCC issued a request for tender in February 2007 for the provision of consultancy services to 
develop a bottom-up engineering-economics Australian fixed network services cost model. Analysys 
Consulting Limited (subcontracting Gibson Quai–AAS) were engaged to develop a model of the 
TSLRIC+ cost of providing services on the fixed telecommunications network in Australia. The model 
is intended to be a tool for the assessment of the efficient forward-looking costs of declared fixed 
services on the Australian fixed network over a five-year period. The ACCC/Analysys cost model is 
expected to be finalised in the post reporting period.
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6.7.3 Domestic transmission cost model

The ACCC engaged Gibson Quai–AAS to develop a model to estimate the TSLRIC cost of providing  
the DTCS to assist its regulatory functions and to facilitate parties’ commercial negotiations.  
The transmission cost model is intended to estimate the cost of providing transmission capacity 
services between various capital-to-regional locations in Australia. 

The ACCC released a discussion paper on the cost model for industry comment in May 2007.  
Five submissions were received in response. The ACCC will finalise the model in consultation  
with industry in the post reporting period. 

6.8 Telecommunications access code

Under s. 152BJ the ACCC is empowered to make a telecommunications access code.  
The ACCC did not consider that a code was required in 2006–07.
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7 Activities under the 
Telecommunications Act 

7.1 Operational separation of Telstra 

The operational separation plan (OSP) was introduced on 1 January 2006 by Schedule 1,  
Part 8 of the Telecommunications Act 1997.  

The OSP is a legal framework designed to address concerns that arise from Telstra’s ownership of  
the infrastructure which other telecommunications companies need to access and interconnect 
with to provide services to consumers. The OSP seeks to support (amongst other things) greater 
equivalence and transparency in Telstra’s supply of certain designated wholesale services and to 
provide ongoing assurance that Telstra is not favouring its retail business units by implicitly supplying 
services to itself at prices which are unjustifiably lower or of a higher quality than those offered to 
downstream competitors. 

The Telecommunications Act requires Telstra to prepare and give to the minister for approval a  
draft OSP which must be directed towards the achievement of the aim and objectives of operational 
separation. As such, the implementation of the operational separation of Telstra is primarily the 
minister’s responsibility. The minister approved Telstra’s OSP on 23 June 2006.

The role of the ACCC is to monitor and report on Telstra’s compliance with the OSP. If Telstra fails 
to comply with any aspect of the OSP, ministerial intervention is required before the ACCC can take 
direct action under the OSP framework to prevent discrimination continuing—by either amending 
the OSP or by enforcing the provisions of an existing OSP. Accordingly, the OSP can be seen as a ‘two 
strikes policy’, given the ACCC can only take enforcement action when a ‘rectification plan’ has been 
contravened, and a rectification plan would only exist where the minister has first required Telstra to 
prepare such a plan and has accepted it. 

Since the implementation of OSP, the ACCC has conducted investigations into the conduct of Telstra 
raising concerns about the promotion of equivalence in technical quality of designated services and 
access to network information, as well as the robustness of the current organisational arrangements 
contained in the OSP seeking to separate Telstra’s key network services from Telstra’s retail business 
units. These issues were raised with the previous government and recommendations to address the 
issues were proposed. However, formal policy advice from the previous government was not received.

The ACCC has also monitored Telstra’s ongoing compliance with the price equivalence framework 
during 2006–07. The framework is used to test the revenue margin resulting from changes in 
wholesale and/or retail prices as a guide to identifying possible anti-competitive pricing conduct by 
Telstra. This framework is intended to provide competitors, and the public, with an assurance that 
Telstra’s pricing of services is fair, and provides Telstra with increased certainty that its pricing decisions 
are not contravening the Act. 
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During 2006–07 the ACCC continued to monitor a number of international developments regarding 
the proposed operational separation of incumbents, such as that proposed in New Zealand and 
across Europe. In addition, the ACCC continued to consider the legally binding British Telecom 
undertakings, accepted by Ofcom in the United Kingdom in September 2005, in comparison with  
the Australian OSP regime. 

7.2 Number portability 

Number portability allows end users to change their service provider within specified number ranges 
(e.g. the number range used to provide mobile services) and retain the same number.

Part 22, Division 2 of the Telecommunications Act requires the Australian Communications and 
Media Authority (ACMA) to develop a numbering plan outlining the allocation and use of numbers in 
connection with the supply of carriage services.

Under the Telecommunications Act, the ACCC has statutory powers to direct ACMA on number 
portability. ACMA cannot insert rules about number portability in the Telecommunications Numbering 
Plan 1997 unless directed to do so by the ACCC, and any rules ACMA includes in the numbering plan 
on number portability must be consistent with any directions by the ACCC.

The numbering plan is for the numbering of carriage services in Australia and the allocation and use 
of numbers in connection with the supply of such services.

During 2006–07 the ACCC did not issue any directions to ACMA on number portability.

7.3 Communications Alliance 

During 2006–07 ACCC staff continued to participate in a working group convened by the 
Communications Alliance to progress issues relating to the voice over internet protocol (VoIP).

The VoIP working group identified five primary topics for consideration, some of which have  
been completed:

Quality of service—including related issues of interconnection, traffic engineering, packet marking •	
and handling. Guidelines have been developed for general quality of service standards for next 
generation networks with particular emphasis on maintaining service quality of voice calls made 
across multiple networks.

VoIP service description—what comprises a voice service and how voice services may be graded.•	

Work is ongoing in relation to:

location information—potential issues concern nomadicity, customer equipment functionality, •	
reliability and technical feasibility
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numbering—potential issues concern the geographic number range and implementation of a new •	
number range for location independent services, including rights of use, network conditioning, 
emergency services, legal interception and caller line identification (decisions on preselection and 
portability of the new number range have been held over pending its uptake)

fault handling/restoration and customer support.•	

Further details of this work are available from the Communications Alliance website  
(commsalliance.com.au).

The ACCC will monitor and report on competition issues associated with VoIP services as part  
of its normal reporting requirements.

7.4 Access disputes under the  
Telecommunications Act 

In addition to its role as an arbitrator of access disputes under Part XIC of the Act, the ACCC also 
arbitrates disputes under the Telecommunications Act. Disputes covered by the Telecommunications 
Act relate to matters such as:

access to telecommunications transmission towers and underground facilities•	

access to supplementary facilities (such as exchanges)•	

the provision of pre-selection and number portability.•	

In August 2006 Telstra notified the ACCC of an access dispute under clause 36 of Schedule 1 of 
the Telecommunications Act and r. 3 of the Telecommunications (Arbitration) Regulations 1997. 
The dispute related to the price paid by Optus for access to telecommunications towers owned or 
operated by Telstra and the sites of such towers, accessed by Optus under clauses 33 and 34 of 
Schedule 1 of the Telecommunications Act.

In October 2007 the parties wrote to the ACCC advising that a commercial agreement had been 
executed and that, under clause 4(1)(b)(i) of the Telecommunications (Arbitration) Regulations,  
Telstra was withdrawing its notice of the towers access dispute.
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8 Activities under the 
Radiocommunications Act 

8.1 Digital radio 

In May 2007 the Broadcasting Legislation Amendment (Digital Radio) Bill 2007 was passed  
to facilitate the introduction of digital radio in Australia by 1 January 2009.

Digital radio has the potential to deliver a range of benefits over analog radio including:

extra services—for instance, information such as the station name, song title, artist’s name  •	
and record label, as well as news, weather, time and traffic reports 

better audio quality—digital channels offer clearer, crisper sounds•	

simplicity of handling—channels can be readily identified by name rather than by frequency.•	

Aside from the national broadcasters (ABC and SBS), digital radio licences will be allocated to joint 
venture companies representing commercial and community broadcasters. Digital radio licensees  
will use a ‘multiplex’ to combine  different streams of content together, which can be broadcast as  
a single stream to end users.

To ensure that access to multiplex transmission capacity occurs on open and efficient terms, the ACCC 
will assess access undertakings submitted by the licensees. The ACCC also has an ongoing role in 
overseeing the access regime and may be required to arbitrate access disputes between infrastructure 
owners and licence holders.

In September 2007 the ACCC issued a discussion paper seeking stakeholders’ views on access issues 
relating to how the ACCC should administer the new access regime for digital radio. A further public 
consultation process will occur on the access undertakings, once received. Additionally, to assist the 
radio industry the ACCC is preparing legislative instruments outlining the decision-making criteria and 
procedural rules which will govern the consideration of access undertakings.  
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8.2 Digital television 

The Radiocommunications Act 1992 allows the Australian Communications and Media Authority 
(ACMA) to issue two licences for new digital television services (known as Channel A and Channel B), 
subject to government policy. 

Under the Radiocommunications Act, parties must lodge an access undertaking that has been 
accepted by the ACCC to be eligible to participate in any allocation process for Channel B.  

The ACCC will be responsible for assessing access undertakings submitted by potential bidders  
for Channel B. Following the allocation of the licence to the successful bidder, the ACCC will have  
an ongoing role in overseeing the access regime, including any subsequent variations of the  
access undertaking.

The ACCC issued a discussion paper in December 2006 seeking stakeholders’ views on the  
access regime that would apply to Channel B. Submissions are available on the website. 
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Key results 

Overall average real prices for telecommunications services fell by 2.7 per cent  
in 2006–07

This is the third year in a row of reductions, after several years of fairly stable pricing. •	

Average real prices for telecommunications services have fallen by 33 per cent over the  •	

last 10 years. 

Average real prices paid for fixed-line services fell by 3.0 per cent in 2006–07  

A slower decrease in average prices relative to the previous year’s decline of 6.6 per cent. •	

Average basic access prices increased by 6.6 per cent in 2006–07, after a decline of 2.4 per cent in  •	

the previous year. Average basic access prices have increased by 86 per cent over the last 10 years, 

offset by decreases in all other fixed-line services. 

Average prices for local calls decreased by 5.9 per cent in 2006–07. Average prices for local calls  •	

have decreased by 53.2 per cent over the last 10 years. 

Average prices for international long-distance calls have fallen by the greatest percentage in the  •	

10-year period of reporting public switch telephone network services, with prices falling by  

70.2 per cent.

Average real prices for mobile services fell by 2.3 per cent

Prices for global system for mobiles (GSM) services reduced with average prices for code division •	

multiple access (CDMA) services increasing in 2006–07. 

Average prices for GSM services fell by 2.7 per cent in 2006–07. Average prices for post-paid •	

GSM services decreased by 6.5 per cent, while prices for prepaid GSM increased by 2.4 per cent. 

Overall, average prices for GSM services have decreased by 42 per cent in the last 10 years. 

Average prices for CDMA services increased by 2.6 per cent in 2006–07. Average prices for  •	

post-paid CDMA increased by 2.9 per cent, and prepaid CDMA increased by 2.1 per cent.  

Average prices for CDMA services have decreased by 15 per cent since 2001–02, the base year  

of the CDMA index.
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1 Summary 

The overall average price paid by consumers for telecommunications services fell in real terms  
by 2.7 per cent in the 2006–07 financial year.

The overall decrease was the result of a drop of 3.0 per cent in prices paid for fixed-line services  
and a fall of 2.3 per cent in prices paid for mobile services.

The decline in average prices could have been influenced by several factors, including productivity 
gains in the telecommunications sector and greater price competition faced by providers of  
fixed-line services. 

The fall in prices paid for fixed-line services was not reflected evenly across the residential and 
business segments. Average prices paid by residential and business customers fell by 1.6 per cent  
and 5.3 per cent respectively. As in previous years, price falls for businesses continued to exceed  
price falls for residential consumers in 2006–07.

Across the individual fixed-line services, the average price for basic access increased by 6.6 per cent  
in 2006–07. Average prices for all other fixed-line services decreased in 2006–07, with national  
long-distance and fixed-to-mobile calls falling by 15.9 per cent and 7.5 per cent respectively. 

The retail price decline for fixed-to-mobile services could have been affected by the declining cost 
of inputs—in particular, mobile terminating charges—as a result of the Australian Competition and 
Consumer Commission’s recent decisions on charges for the mobile terminating access service.

In mobile services retail markets, average prices paid by consumers fell by 2.3 per cent in 2006–07. 
Prices for GSM services decreased by 2.7 per cent, while prices for CDMA services increased by  
2.6 per cent. 

Average prices for post-paid GSM services decreased by 6.5 per cent, while prices for prepaid GSM 
increased by 2.4 per cent. Average prices for post-paid and prepaid CDMA services increased by  
2.9 per cent and 2.1 per cent respectively. 

All price changes in the report are calculated using ‘real’ prices. This is done by adjusting nominal 
prices for the effects of inflation using the Australian Bureau of Statistics consumer price index.
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Table 1.1   Percentage changes in the PSTN services indexes by service and consumer 
group, 2006–07 and since 1997–98
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basic access 11.5 117.9 –3.1 37.4 6.6 86.7

local calls –6.6 –52.7 –4.6 –51.5 –5.9 –52.2

national long-distance –20.3 –45.2 –7.2 –54.2 –15.9 –48.5

international –5.9 –67.9 –3.5 –76.8 –5.4 –70.2

fixed-to-mobile –8.1 –28.9 –7.0 –49.3 –7.5 –39.9

overall –1.6 –17.8 –5.3 –39.4 –3.0 –26.5

Table 1.2  Percentage change in the mobile services index by user group,  
2006–07 and since base year*
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GSM –2.7 –42.1

post-paid 1.0 –53.2 –3.3 –50.1 4.6 –33.2 –7.9 –46.9 –12.7 –52.7 –6.5 –34.6

prepaid 2.0 –61.4 2.7 –30.7 2.2 –29.8 1.9 –27.2 2.9 –24.0 2.4 –42.1

CDMA 2.6 –15.0

post-paid –1.3 –10.0 –1.0 –6.0 –0.5 3.6 8.6 4.7 2.8 –36.8 2.9 –15.4

prepaid 1.9 –19.8 2.4 –15.0 2.7 –11.8 1.8 –11.9 1.9 –18.3 2.1 –15.2

overall –2.3 –41.7

*  Base year for GSM post-paid is 1997–98, base year for GSM prepaid is 1998–99, base year for CDMA is 2001–02.

** Very low user group: occasional consumers making 1–2 calls a week; low user group: occasional to regular consumers 
making 5–7 calls a week; average user group: regular to frequent consumers making 2 calls a day; high user group: 
frequent consumers who make 4–5 calls a day; very high user group: very frequent consumers who make 8–10 calls a 
day.
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2 Purpose and structure of the 
report

2.1 Purpose of the report

Division 12 of Part XIB of the Trade Practices Act 1974 requires that the ACCC report each year to 
the Minister for Broadband, Communications and the Digital Economy on prices paid by Australian 
consumers for telecommunications services. This report (also known as the Division 12 report) meets 
this obligation for the 2006–07 financial year. 

The Division 12 report monitors prices consumers pay for fixed-line or public switched telephone 
network (PSTN) services and mobile telephony services. For fixed-line services, it analyses prices paid 
by residential and business consumers for basic access service and for local, national long-distance, 
international and fixed-to-mobile calls. For mobile telephony services, this report covers prices paid 
by consumers for services on the global system for mobiles (GSM) and code division multiple access 
(CDMA) networks. 

To determine price changes, the ACCC uses a price index methodology and data and other 
information provided by Telstra, SingTel Optus, AAPT, Primus, Vodafone and Virgin Mobile.  
The methodology used to determine price changes can be found in chapter 8.

The ACCC has begun collecting information from selected internet services providers1 to construct 
price indexes for dial-up and broadband internet services. For 2006–07 the ACCC has provided an 
overview of prices of various internet services; an index is expected to be included in the 2007–08 
report. The ACCC has also started collecting data on third generation (3G) mobile services.2 

2.2 Structure of the report

This report describes changes in prices paid by consumers for telecommunications services in  
Australia for the 12 months to 30 June 2007.  

It also provides information on price changes in previous years and includes a time series of price 
index numbers and points contribution for telecommunications services in statistical tables at the  
end of the report. 

Figure 2.1 shows the structure of the report and the telecommunications index used to derive the 
price change estimates. Aggregated results for the telecommunications market as a whole are 
presented first in chapter 3, while chapter 4 describes changes in PSTN prices. Chapter 5 presents 
changes in mobile services prices in more detail and chapter 6 discusses prices for internet services. 

1  Telstra, Optus, AAPT, Primus and iiNet.

2  Provided by Telstra, Optus, Vodafone and Hutchison.
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Figure 2.1 Structure of the report and telecommunications index
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3 Telecommunications services index

The telecommunications services index shows how average prices have changed for consumers of 
public switch telephone network (PSTN), or fixed-line, and mobile services overall.

The ACCC derives this index using the price indexes for PSTN services for all consumers and for mobile 
telephony services. It then constructs the sub-index for PSTN services for all consumers with reference 
to baskets of services for residential and business consumers. It afterwards calculates the sub-index 
for mobile services by deriving sample prices for bundles of post-paid and prepaid mobile telephony 
services that represent the consumption patterns of five defined user groups. Details of the results of 
the sub-indexes are outlined in subsequent chapters of this report.

3.1 Main changes

Overall, the prices paid by consumers for telecommunications services in Australia fell by 2.7 per cent 
in 2006–07. This fall was driven by a decline of 3.0 per cent in average prices paid for PSTN services, 
and a decline of 2.3 per cent in average prices paid for mobile telephony services.  

As figure 3.1 shows, since 1997–98, the overall telecommunications index has fallen by 32.9 per cent 
from 100 to 67.1. Over this period, the PSTN services index has fallen by 26.5 per cent from 100 to 
73.5 and the mobile services index by 41.7 per cent from 100 to 58.3.

Figure 3.1  Telecommunications services index by PSTN and mobile telephony services, 
1997–98 to 2006–07
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Note:  base year is 1997–98.

Source:  data supplied by Telstra, AAPT, Primus, Vodafone, Virgin Mobile, Optus (except 2001–02 data, which was excluded 
from the index) and (until 2000–01) One.Tel.

In 2006–07 average prices of PSTN services fell 0.7 per cent more than mobile services, continuing the 
trend from 2005–06 in which falls in PSTN services exceeded falls in mobile services. In the years prior 
to 2005–06, falls in the average price of mobile services have significantly exceeded falls in prices of 
the PSTN services. 
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Points contribution analysis indicates the percentage points that a component (in this case, a service) 
contributes to the change in an index in a particular year. That is, it shows how each service in the 
telecommunications services basket contributes to the movement in the telecommunications  
services index. 

Figure 3.2 shows that the overall index declined by 2.7 per cent in 2006–07 and PSTN services 
accounted for –1.6 points and mobile services for –1.2 points.

Figure 3.2  Points contribution of the PSTN and mobile services indexes to the 
telecommunications index, 2006–07
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4 PSTN services index

The public switch telephone network (PSTN) services index summarises price movements for all 
consumer groups. The ACCC derives the index by calculating the weighted average price change of 
each PSTN service in the study for business and residential consumers. The price changes for each 
PSTN service are then aggregated into a single PSTN index for all consumers.

4.1 Main changes

Prices for PSTN services continued to decrease, with a decline of approximately 3.0 per cent in  
2006–07. Since the index base year of 1997–98, the average price of a basket of PSTN services 
consumed by all consumers (residential and business combined) has fallen by 26.5 per cent. 

Figure 4.1 illustrates how the PSTN residential and business indexes correlate with the overall PSTN 
services index in 2006–07. The PSTN residential index decreased by 1.6 per cent and the PSTN 
business index fell by 5.3 per cent. As per the previous periods, these results indicate that price  
falls for business consumers continue to exceed those for residential consumers. 

Figure 4.1  PSTN services index by residential and business consumer group,  
1997–98 to 2006–07
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Source:  data supplied by Telstra, AAPT, Primus, Optus (except 2001–02 data, which was excluded from the index)  
and (until 2000–01) One.Tel.

Table 4.1 indicates the percentage changes in the PSTN services index by each service in the PSTN 
basket for the last 10 years (since 1997–98). 

Average prices paid by PSTN consumers for basic access increased by 6.6 per cent in 2006–07. 
Despite a price decrease of 2.4 per cent in 2005–06, basic access charges have increased by  
87 per cent over the last 10 years. 
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Table 4.1  Year-on-year percentage change in the PSTN services index by service type, 
1997–98 to 2006–07

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

basic access 0.3 –0.8 9.8 15.2 13.2 12.4 6.8 5.2 –2.4 6.6

local calls –2.8 –0.5 –9.3 –17.9 –11.7 –3.8 –3.3 –7.7 –4.9 –5.9

national  
long-distance –9.3 –6.4 –9.5 –6.3 –8.7 –4.7 –1.9 –3.1 –4.8 –15.9

international –11.9 –20.7 –27.0 –17.2 –15.3 –5.8 –5.9 –4.4 –5.1 –5.4

fixed-to-mobile 5.6 –5.3 –7.9 –6.2 –3.2 –2.4 –2.2 –3.8 –8.2 –7.5
PSTN services 
index –4.2 –5.0 –7.0 –5.8 –2.6 1 0.2 –1.2 –4.8 –3.0

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

The rise in average prices for basic access in 2006–07 is due to an 11.5 per cent increase in the 
price of basic access for residential customers. The increase may be a result of carriers passing on an 
increase in the price of wholesale basic access by Telstra to its customers. It could also be due to the 
introduction of subscription plans, which result in the associated revenues being reported against 
basic access. 

The average price of local calls fell by 5.9 per cent in 2006–07, and has fallen by 52.2 per cent in the 
last 10 years. The price fall for local calls in 2006–07 could have been affected by several factors, such 
as the treatment of bundling discounts and the treatment of per-call revenues from customers who 
subscribe to capped calling plans.3 

An important factor contributing to the trends in average price for basic access was the government’s 
decision in 2000 to ease the restriction on the extent to which Telstra could increase the price of 
basic access. This permitted Telstra to ‘rebalance’ the structure of its prices for telephony services by 
decreasing the average price of call services, such as local calls, to counter the increase in the basic 
access service. Other carriers also tended to follow this trend.

Figure 4.2 shows the change in the share of total expenditure by consumers on each of the PSTN 
services between the base year of 1997–98 and 2006–07. The process of rebalancing PSTN charges 
has resulted in the share of consumers’ spending on basic access in their total spending on PSTN 
services increasing from 19 per cent in 1997–98 to 43 per cent in 2006–07. Expenditure on local, 
national long-distance and international calls as a share of total expenditure on PSTN services has 
been falling, while the proportion spent on fixed-to-mobile calls has almost doubled since 1997–98. 

3 Capped calling plans refer to the bundling of basic access and discounted local calls and other PSTN calls for a fixed  
monthly price.
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Figure 4.2  Comparison of share of total consumer PSTN expenditure by service,  
1997–98 and 2006–07
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Figure 4.3 Points contribution of PSTN services to the PSTN index, 2006–07

2006−07

–3.0

–2.0

–0.2

–2.5

–0.8

2.6

–7.0 –6.0 –5.0 –4.0 –3.0 –2.0 –1.0 0.0 1.0 2.0 3.0

all PSTN

fixed-to-mobile

international

national long
distance

local calls

basic access

points contribution

Source: data supplied by Telstra, Optus, AAPT and Primus.

Table 4.2 outlines percentage changes in the PSTN index and price trends for residential and business 
consumers since 1997–98. The results show that business consumers have experienced consistently 
declining prices. In contrast, residential consumers have experienced either price increases or smaller 
price decreases compared with business consumers over the same period. In the last 10 years, 
PSTN prices for business consumers fell by a total of 39.4 per cent while prices paid by residential 
consumers have fallen by about 17.8 per cent.
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Table 4.2  Year-on-year percentage changes in the PSTN services index by consumer group, 
1997–98 to 2006–07

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

residential –5.1 –4.7 –7.4 –3.5 –2.2 5 1.4 –0.3 –5.5 –1.6

business –2.6 –5.3 –6.5 –9.2 –3.2 –5.8 –1.6 –2.9 –8.6 –5.3

PSTN services 
index –4.2 –5.0 –7.0 –5.8 –2.6 1 0.2 –1.2 –6.6 –3.0

Source:  data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

The decrease in the PSTN business index since 1997–98 is primarily because of lower prices  
paid by ‘other business’ (that is, larger business) consumers rather than those paid by small  
business consumers. 

Prices paid for PSTN services by other businesses decreased by 8.6 per cent in 2006–07 and by about 
55 per cent over the last 10 years. Prices for small business consumers decreased by 3.4 per cent in 
2006–07 and by about 10 per cent over the last 10 years. 

4.2 to 4.5 of this report discuss these results further and show how the average price of  
each of the PSTN services has changed for residential, small business and other business consumers.

4.2 PSTN residential index

The ACCC derives the index for PSTN residential services from five individual sub-indexes for basic 

access, local calls, national long-distance, international and fixed-to-mobile calls. 

4.2.1 Main changes

In 2006–07 the average price of PSTN residential services fell by 1.6 per cent. This follows an average 
price fall of 5.5 per cent in 2005–06. 

Since 1997–98 this index has fallen from 100 to 82.2, indicating an overall fall of about 18 per cent 
in average prices paid by residential consumers for PSTN services over the last 10 years. 
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Figure 4.4 Index for PSTN services for residential consumers, 1997–98 to 2006–07
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Source: data supplied by Telstra, AAPT, Primus, Optus (except 2001–02 data, which was excluded from the index) and (until 
2000–01) One.Tel. 

4.2.2 Description and analysis of price changes by PSTN  
service for residential consumers

The overall movement of the PSTN residential index is determined by changes in the average price 
paid for individual services comprising the residential PSTN basket. 

Table 4.3 indicates the percentage changes for each service in the basket over the last 10 years,  
while figure 4.5 illustrates the annual percentage changes for each residential service since 2001–02. 

Table 4.3  Year-on-year percentage changes in the PSTN residential index,  
1997–98 to 2006–07

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

basic access 0.1 –0.6 11.1 16.1 15.0 16.6 7.5 7.4 –1.5 11.5

local calls –4.0 –1.0 –10.4 –16.4 –10.9 –1.2 –3.9 –0.1 –9.0 –6.6

national 
long-distance –10.5 –5.2 –10.3 –3.0 –8.5 5.0 0.8 –1.7 –5.6 –20.3

international –11.5 –19.8 –26.3 –14.6 –15.6 5.0 –6.2 –3.4 –8.4 –5.9
fixed-to-
mobile 6.4 –4.4 -8.2 –1.2 –4.8 –3.5 0.1 –1.7 –9.3 –8.1

PSTN 
residential –5.1 –4.7 –7.4 –3.5 –2.2 –2.4 1.4 –0.4 –5.5 –1.6

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).
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Basic access 

The average price paid for basic access services by residential consumers increased significantly.  
In 2006–07 the average price paid increased by 11.5 per cent. This follows a 1.5 per cent price 
decrease in 2005–06. Overall, over the 10-year period from 1997–98 to 2006–07, the average  
price of basic access paid by residential consumers has increased by 118 per cent. Possible reasons  
for the increase are discussed above in 4.1.

Local calls

The average price paid for local calls by residential customers decreased by 6.6 per cent in 2006–07. 
Since the base year of 1997–98, the average price of local calls has fallen by 53 per cent. Reasons for 
the decrease in average price are discussed above in 4.1. 

National long-distance calls

The average price paid by residential consumers for national long-distance calls decreased by  
20.3 per cent in 2006–07, compared to a 5.6 per cent decrease in 2005–06. Since the base year  
of 1997–98 prices for this service have decreased by 45 per cent for residential consumers. 

The result for 2006–07 is a continuation of the trend of decreasing prices for this service since  
1997–98. This period’s decrease represents the most significant decrease in prices since the base year. 

International calls

The average price paid by residential consumers for international long-distance calls decreased by 
5.9 per cent in 2006–07. The result for 2006–07 is a continuation of the trend of decreasing prices 
for this service since 1997–98. The average price paid for international long-distance calls has fallen 
by 68 per cent for residential PSTN consumers over the last 10 years. While this decline is the largest 
of all call services in the residential PSTN index, as residential consumer spending on international calls 
accounts for only 4 per cent of total expenditure on residential PSTN services, price changes for this 
service affect the overall movement of the index less than other call services. 

Fixed-to-mobile calls

In 2006–07 the average price paid by residential consumers for fixed-to-mobile calls decreased by 
8.1 per cent. The average price paid for fixed-to-mobile calls for residential consumers has decreased 
by 29 per cent since 1997–98. 
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Figure 4.5  Year-on-year percentage change in the price index by PSTN service for 
residential consumers, 2001–02 to 2006–07

–25%

–20%

–15%

–10%

–5%

0%

5%

10%

15%

20%

basic access local calls national 
long-distance

international
 long-distance

fixed-to-mobile

2002–03 
2003–04 
2004–05
2005–06
2006–07

2001–02 

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

Points contribution

The points contribution of individual service components to the weighted average price change  
for the PSTN residential services is shown in figure 4.6. 

Figure 4.6  Points contributions by individual PSTN services to the residential  
index, 2006–07
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Source: data supplied by Telstra, Optus, AAPT and Primus.

4.3 PSTN business index

The index for PSTN business services is made up of the ‘small business’ and ‘other business’  
sub-indexes. These sub-indexes can be disaggregated to show how prices have changed for  
each of the services in the business index basket. 
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4.3.1 Definition of business type

There is no single definition for ‘small business’ or ‘other business’ consumers across carriers.  
This can make it difficult to compare prices between business types and carriers as customers that 
may be classed as a ‘small business’ consumer by one carrier may be treated as an ‘other business’ 
consumer by another carrier. Carriers also regularly change their definitions, shifting revenues and 
usage between consumer categories and between years, making year-on-year comparisons within 
business categories problematic. 

The ACCC therefore considers that the aggregate PSTN business index is the most reliable indicator 
of price change for business consumers as it includes all revenue and usage data from all business 
consumers each year regardless of definitional changes by carriers. However, the ACCC also considers 
that the small and other business sub-indexes still provide useful information on price trends between 
different sized business consumers and has continued to include information on these sub-indexes in 
this report. 

4.3.2 Main changes

As shown in figure 4.7, in 2006–07 the average price paid by business consumers for a basket of 
PSTN services decreased by 5.3 per cent as the PSTN business index fell from 64.0 in 2005–06 to  
60.6 in 2006–07. Since the base year of 1997–98, the PSTN business index has fallen from 100 to 
60.6—that is, by approximately 39 per cent over the 10 years. 

Although the overall PSTN business index has steadily fallen since 1997–98, figure 4.7 shows that 
since 2001–02 the results have diverged according to business type.  The current period is only the 
second year since 2001–02 in which small business consumers have had a price decrease, while 
average prices paid by other businesses has been steadily declining.  
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Figure 4.7  PSTN business services index for all business by small and other businesses, 
1997–98 to 2006–07
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Source: data supplied by Telstra, AAPT, Primus, Optus (except 2001–02 data, which was excluded from the index) and (until 
2000–01) One.Tel.

Table 4.4 sets out the percentage changes in the overall PSTN business services index by each service  
in the PSTN basket over the past 10 years. 

Table 4.4   Year-on-year percentage changes in the PSTN business index,  
1997–98 to 2006–07

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

basic access 0.7 –1.1 7.6 13.7 10 4.2 5.8 0.9 –4.2 –3.1

local calls –0.4 0.5 –7.6 –20.2 –13 –9.2 –2.3 –0.6 –10.4 –4.6
national  
long-distance –7.5 –8.3 –8 –11.7 –8.9 –8.6 –6.8 –5.6 –9.6 –7.2

international –13 –22.6 –28.5 –25.2 –13.3 –14.3 –5.8 –7.6 –10.4 –3.5
fixed-to-
mobile 5 –5.9 –7.6 –9.9 –1.8 –9.7 –4.7 –6.5 –12 –7.0
PSTN 
business –2.6 –5.3 –6.5 –9.2 –3.2 –5.8 –1.6 –2.9 –8.6 –5.3

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

In 2006–07 basic access prices for business consumers decreased by 3.1 per cent, continuing the 
declining trend that started in 2005–06. Since the base year of 1997–98 basic access prices for 
business consumers have increased by 37.4 per cent. Average prices for other business PSTN services 
decreased in 2006–07. Since the base year of 1997–98, average prices for all PSTN services, except 
basic access, have decreased by approximately 50 per cent or more for business consumers.

Figure 4.8 shows the year-on-year rate of price change for business consumers by each service in the 
PSTN business basket.
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Figure 4.8  Year-on-year percentage change in the price index by PSTN service for all 
business consumers, 2001–02 to 2006–07 
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Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

Figure 4.9  Points contributions by individual PSTN services to the all business index, 
2006–07
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Table 4.5 shows that in 2006–07, the index for small business consumers for PSTN services decreased 
by 3.4 per cent and by approximately 10 per cent in the last 10 years. 

The average prices paid by other business consumers fell by 8.6 per cent in 2006–07 and by  
55 per cent in the last 10 years.  
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Table 4.5  Year-on-year percentage changes in the PSTN business services index by business 
type, 1997–98 to 2006–07 

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

small business –6.1 –2.1 –7.2 –8.7 2.4 1.1 3.1 15.8 –9.6 –3.4

other business –1.4 –6.3 –6.3 –9.4 –4.7 –8.6 –5.6 –18.1 –7.7 –8.6

PSTN business 
index –2.6 –5.3 –6.5 –9.2 –3.2 –5.8 –1.6 –2.9 –8.6 –5.3

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

Figure 4.10 shows the points contribution made by the small business and other business indexes  
to the overall price movement in the ‘all business index’. 

Figure 4.10  Points contributions by small and other business to the PSTN business index, 
2006–07
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Source: data supplied by Telstra, Optus, AAPT and Primus.

4.4 Small business index

4.4.1 Main changes

As indicated in table 4.6, the PSTN index for small business consumers declined by 3.4 per cent  
in 2006–07. This continues the trend from 2005–06, in which there was a price decrease after  
four consecutive years of increases. Possible reasons for the decrease in the index for 2006–07  
are discussed below.
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Figure 4.11 Index for PSTN services for small business consumers, 1997–98 to 2006–07
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Source: data supplied by Telstra, AAPT, Primus, Optus (except 2001–02 data, which was excluded from the index) and (until 
2000–01) One.Tel. 

4.4.2 Description and analysis of price changes by PSTN  
service for small business consumers

The overall movement of the PSTN small business index has been influenced by the respective price 
changes of the services comprising the PSTN small business basket. These are described below and  
set out in table 4.6 and illustrated in figure 4.12. 

The price changes for small business consumers may reflect more competitive offers provided by 
carriers in 2006–07 to this group of business consumers. However, the price movements could  
also have been affected by carriers’ reclassification of business customers from year to year. 

Table 4.6  Year-on-year percentage changes in the PSTN small business index by service 
type, 1997–98 to 2006–07

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

basic access 3.8 –5.3 11.5 8.5 16.2 7.5 7.7 14.5 –9.3 –3.9

local calls –7.7 –7.2 –8.3 –23.2 –3.0 –3.7 –3.0 17.8 –9.0 –2.3
national  
long-distance –12.6 –1.8 –8.9 –3.4 –6.6 –6.8 5.3 10.3 –8.5 –2.2

international –9.3 –34.2 –33.5 –13.2 –13.4 –7.3 –4.4 14.1 –8.0 –14.3

fixed-to-
mobile 5.1 –7.6 –5.4  –8.6 –0.8 –4.3 1.4 19.8 –11.0 –3.3
PSTN small 
business –6.1 –2.1 –7.2 –8.7 2.4 1.1 3.1 15.8 –9.6 –3.4

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).
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Basic access

In 2006–07 the average price paid by small business consumers for basic access decreased by  
3.9 per cent. However, the average price of basic access for small business consumers has increased  
by 54 per cent since the base year of 1997–98. 

Local calls

The average price paid for local calls decreased by 2.3 per cent in 2006–07 and decreased by  
about 28 per cent since the base year of 1997–98. 

National long-distance

The average price paid by small business consumers for national long-distance calls decreased by  
2.2 per cent in 2006–07 and has decreased by 22 per cent for small business consumers since the 
base year of 1997–98. 

International calls

The average price paid by small business consumers for international long-distance calls decreased 
by 14.3 per cent in 2006–07. Since the base year of 1997–98, average prices paid by small business 
consumers for international calls have decreased by 73 per cent. 

Fixed-to-mobile calls

In 2006–07 the average price paid by small business consumers for fixed-to-mobile calls decreased  
by 3.3 per cent. Since the base year of 1997–98, average prices paid by small business consumers  
for fixed-to-mobile calls have decreased by 10 per cent. 

Figure 4.12  Year-on-year percentage change in the price index by PSTN service for small 
business consumers, 2001–02 to 2006–07
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Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index). 
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4.5 Other business index

4.5.1 Main changes

The average prices paid by other (larger) business consumers fell by 8.6 per cent in 2006–07. As 
figure 4.13 shows, prices for other business consumers have been falling steadily, and in the last  
10 years the PSTN other business index has dropped from 100 to 45.1, a fall of about 55 per cent 
since 1997–98. 

Figure 4.13 Index of PSTN services for other business consumers, 1997–98 to 2006–07
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Source: data supplied by Telstra, AAPT, Primus, Optus (except 2001–02 data, which was excluded from the index) and (until 
2000–01) One.Tel.

4.5.2 Description and analysis of price changes by PSTN  
service for other business consumers

Revenue and usage information supplied by carriers used to calculate yields (or proxy prices)  
for each service in the other business sub-index show that, while revenues for PSTN services for other 
business consumers have been falling, usage for each service has been increasing, leading to falling 
yields and a decrease in the PSTN index for other business consumers. 

The overall movement of the PSTN other business index has been influenced by the respective price 
changes of the services comprising the PSTN other business basket. These are described below and set 
out in table 4.7 and illustrated in figure 4.14. As for small business customers, the price movements 
for other businesses in 2006–07 could also have been affected by carriers’ reclassification of business 
customers from year to year. 
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Table 4.7  Year-on-year percentage changes in the PSTN other business index by service 
type, 1997–98 to 2006–07

 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

basic access –0.6 0.5 6.2 15.4 7.9 0.6 3.7 –14.7 1.5 –1.3

local calls 1.7 –1.4 –7.3 –19.4 –15.4 –10.7 –1.6 –18.9 –11.9 –10.1

national  
long-distance –5.9 –10.6 –7.7 –14.6 –9.5 –9.1 –14.8 –16.1 –10.3 –13.5

international –11.8 –31 –24.9 –22.3 –13.4 –15.7 –6.8 –21.8 –12 9.9

fixed-to-mobile 5 –5.5 –8.1 –10.2 –2 –10.9 –8.5 –21.3 –12.6 –12.4
PSTN other 
business –1.4 –6.3 –6.3 –9.4 –4.7 –8.6 –5.6 –18.2 –7.7 –8.6

Source: data supplied by Telstra, AAPT, Primus and Optus (except 2001–02 data, which was excluded from the index).

Basic access

The average price paid for basic access decreased by 1.3 per cent in 2006–07. This is in contrast to 
the 2005–06 period when the price increased by 1.5 per cent. Since the base year of 1997–98, the 
average price of basic access has increased by 19 per cent. Figure 4.14 shows that basic access prices 
for other business consumers have been increasing year on year in recent years, apart from a large 
decrease in 2004–05 and a small decrease in 2006–07. 

Local calls

In 2006–07 the average price paid by other business consumers for local calls fell by 10.1 per cent. 
Since the index base year of 1997–98, the average price of local calls for other business consumers 
has fallen by 65 per cent. 

National long-distance

In 2006–07 the average price paid by other business consumers for national-long distance calls 
decreased by 13.5 per cent. Since the index base year of 1997–98, the average price of long-distance 
calls for other business consumers has fallen by 68 per cent. 

International calls

In 2006–07 the average price paid by other business consumers for international calls increased by 
9.9 per cent. Since the index base year of 1997–98, the average price of international calls for other 
business consumers has fallen by 79 per cent. 

Fixed-to-mobile calls

In 2006–07 the average price paid by other business consumers for fixed-to-mobile calls decreased  
by 12.4 per cent. Since the index base year of 1997–98, the average price of fixed-to-mobile calls  
for other business consumers has fallen by 62 per cent. 
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Figure 4.14  Price changes for individual PSTN services for other business consumers, 
2001–02 to 2006–07
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Source: data supplied by Telstra, AAPT, Primus, Optus (except 2001–02 data, which was excluded from the index) and  
(until 2000–01) One.Tel.
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5 Mobile services index
The mobile telephony services index is used to show how average prices have changed for consumers 
of GSM and CDMA prepaid and post-paid mobile services.4 The index is calculated by estimating 
sample prices for bundles of mobile services that represent the usage patterns of consumers with  
very low, low, average, high and very high consumption of mobile services.5 

The sub-indexes for post-paid and prepaid GSM and CDMA services are then aggregated to  
derive an overall GSM index, an overall CDMA index and an overall price index for mobile services.  
The sub-indexes are weighted in the index using revenue weights for each of the mobile services. 

In August 2006 Hutchison (Orange) closed its CDMA network and migrated customers to its 3G 
network. This left Telstra’s CDMA network as the sole operating CDMA network during 2006–07. 

With the closure of the Orange CDMA network, the mobile index had to be re-weighted to provide 
an accurate account of price changes for CDMA networks in 2006–07. 

Currently the index does not include 3G mobile services as these are relatively new services.6 However, 
the ACCC has started collecting data on 3G mobile services7 to include in the mobile services index in 
future reports.

5.1 Main changes

The ACCC estimates that the average price paid by consumers for mobile telephony services fell by  
2.3 per cent in 2006–07. Prices for GSM services fell by 2.7 per cent and prices for CDMA services 
rose by 2.6 per cent. 

The main changes in the prices for mobile services since 1998–99 are summarised in table 5.1 while 
the price trend for overall mobile services is represented in figure 5.1. The data indicate that overall 
average prices for mobile services has fallen by about 42 per cent since 1997–98.

Average price for prepaid GSM services and prices for post-paid and prepaid CDMA services increased 
in 2006–07, while average price for post-paid GSM services continued to decline. The increase in 
average price for GSM prepaid services (by 2.4 per cent) represented the first rise in price for this 
service since base year of 1998–99. 

4 GSM is defined as global system for mobile communications; CDMA is defined as code division multiple access services.  
Both are digital cellular networks.

5 Very low user group: occasional consumers making 1–2 calls a week; low user group: occasional to regular consumers  
making 5–7 calls a week; average user group: regular to frequent consumers making 2 calls a day; high user group:  
frequent consumers who make 4–5 calls a day; very high user group: very frequent consumers who make 8–10 calls a day.

6 Hutchison launched its 3G service in 2003, and Telstra, Vodafone and Optus began their respective 3G services  
during 2005–06.

7 Provided by Telstra, Optus, Vodafone and Hutchison.
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Table 5.1  Year-on-year percentage change in price indexes for mobile services,  
1998–99 to 2006–07

 

 1998–99 1999–00 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

GSM

post-paid –5.1 –13.4 –5.4 –0.9 2.2 –1.0 –15.3 –10.6 –6.5

prepaid –10.4 –13.7 –5.1 –0.9 –5.6 –5.6 –1.4 2.4

all GSM –5.1 –13.2 –6.8 –2.0 1.1 –3.2 –12.9 –7.2 –2.7

CDMA

post-paid –2.0 –1.5 –14.2 –4.5 2.9

prepaid –3.6 –4.3 –12.4 –3.2 2.1

all CDMA –2.3 –2.2 –13.8 –4.2 2.6

overall  –5.1  –13.2  –6.8 –2.0 0.9 –3.2 –13.0 –7.0 –2.3

Source: data from Telstra, Optus, Orange, Primus, Vodafone, AAPT and Virgin Mobile, and published mobile plan/service 
information.

Figure 5.1 Overall mobile services index, 1997–98 to 2006–07
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5.2 GSM services

As can be seen from figure 5.2, the GSM price index fell from 59.5 to 57.9 in 2006–07—a fall of  
2.7 per cent.

The post-paid GSM index fell from 59.1 to 55.2 in 2006–07, a fall of 6.5 per cent. The index for GSM 
prepaid services increased from 63.9 to 65.4, an increase of 2.4 per cent. 
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Figure 5.2 GSM mobile services index, 1997–98 to 2006–07
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Note: base year is 1997–98 for post-paid and 1998–99 for prepaid services; indexes/price changes are calculated  
in real price (2002–03) terms.

Source: Communications Resarch Unit (DCITA) estimates to 2000–01; data from Telstra, Optus, Vodafone, AAPT,  
Virgin Mobile and published mobile plan/service information.

5.2.1 Post-paid prices

Although average GSM post-paid prices increased in 2002–03, the overall trend seems to indicate 
declining prices. From 1997–98 to 2006–07 average GSM post-paid prices have decreased by  
45 per cent.

Figure 5.3  Year-on-year percentage change in the price index for GSM post-paid services 
by user group, 2001–02 to 2006–07 
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Note: base year is 1997–98; indexes/price changes are calculated in real price (2002–03) terms.

Source: Communications Resarch Unit (DCITA)  estimates to 2000–01; data from Telstra, Optus, Vodafone, AAPT,  
Virgin Mobile and published mobile plans/service information.

User group sub-indexes (see figure 5.3 and tables in chapter 7 of this report) show that very low and 
average user groups of GSM post-paid services experienced increases in prices, with the price paid by 
an average user of GSM post-paid services increasing by 4.6 per cent and the average price paid by 
a very low user of GSM post-paid services increasing by 1 per cent. All other user groups experienced 
decreases in price, with the average price paid by very high users of GSM post-paid services 
decreasing by 12.7 per cent. 
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Over the 10-year period from 1997–98 to 2006–07, the largest fall in GSM post-paid prices was for 
the very low user group, which experienced a 53 per cent decrease in price. Average users of GSM 
post-paid have experienced the smallest fall in prices with average prices decreasing by 33 per cent. 

5.2.2 Prepaid prices

In 2006–07 the price index for GSM prepaid services increased by 2.4 per cent from 63.9 to 65.4, 
providing the first increase in average price since 1998–99. The average price paid for GSM prepaid 
services has decreased in all previous years with a cumulative decrease of about 36 per cent since 
1998–99. 

In 2006–07 prices paid for GSM prepaid services increased for all user groups. The very high  
user group experienced the greatest increase in price with average prices increasing by 2.8 per cent  
in 2006–07. 

Since 1998–99, all GSM prepaid services have experienced decreases in average prices. The largest  
fall in price was experienced by the very low user group (almost 62 per cent). The smallest fall in  
price (24 per cent) was for the very high user group. 

Figure 5.4  Year-on-year percentage change in the price index for GSM prepaid services 
by user group, 2001–02 to 2006–07
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Note base year is 1998–99; indexes/price changes are calculated in real price (2002–03) terms.

Source: data from Telstra, Optus, Vodafone, AAPT, Virgin Mobile and published mobile plan/service information.

5.3 CDMA services

The ACCC began reporting on prices paid by consumers for CDMA services in 2002–03. Telstra and 
Hutchison (Orange) have operated CDMA networks, with other carriers (including Optus) reselling this 
service to their own customers. Hutchison has since closed its network. Telstra is now set to close its 
CDMA network on 28 April 2008. 

In 2006–07 the average price paid for CDMA services increased by 2.6 per cent. Prices for CDMA 
post-paid services increased by 2.9 per cent and those for prepaid services increased by 2.1 per cent. 
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Figure 5.5 CDMA mobile services index, 2001–02 to 2006–07
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Note: base year is 2001–02; indexes/price changes are calculated in real price (2002–03) terms.

Source: data from Telstra, Optus and published mobile plan service information.

5.3.1 Post-paid prices

The average price paid for CDMA post-paid services rose by 2.9 per cent in 2006–07. This was driven 
by increases in average prices for high and very high users of CDMA post-paid services, with high 
users experiencing an increase of 8.6 per cent. Average prices for very low, low and average users 
declined in 2006–07. Since 2001–02, very high users of post-paid CDMA have experienced the largest 
decline in average price, with prices decreasing by 36 per cent. Average and high users of post-paid 
CDMA services have experienced increases of 3.6 and 4.7 per cent respectively in price since 2001–02. 

Figure 5.6  Year-on-year percentage change in the price index for CDMA post-paid  
prices by user group, 2002–03 to 2006–07
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Note: base year is 2001–02; indexes/price changes are calculated in real price (2002–03) terms.

Source: data from Telstra, Optus and published mobile plan service information.
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5.3.2 Prepaid prices

The average price for prepaid CDMA services increased by 2.1 per cent in 2006–07. As can be seen  
from figure 5.7, average prices for CDMA prepaid services increased across all user groups,  
with average users of CDMA prepaid services experiencing the biggest increase in  
prices (2.7 per cent).  

Figure 5.7  Year-on-year percentage changes in CDMA prepaid prices by user group, 2002–
03 to 2006–07

–20%

–15%

–10%

–5%

0%

5%

very low low average high very high

2002–03 
2003–04 
2004–05
2005–06
2006–07

Note: base year is 2001–02; indexes/price changes are calculated in real price (2002–03) terms.

Source: data from Telstra, Optus and published mobile plan service information.

5.4 Points contribution

Points contribution reflects the number of points that the GSM and CDMA indexes make to the overall 
change in the mobile services index. 

Figure 5.8  Points contribution by GSM and CDMA indexes to the mobile services  
index, 2006–07
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5.5 Analysis of price changes for mobile  
services in 2006–07

A mobile service consumer, to make a mobile call, requires a handset, connection and ongoing access 
to a mobile network. These are typically sold through a wide range of pricing plans.8 As there can be 
a high degree of cross-subsidisation among the individual components of particular phone plans, it is 
not possible to analyse changes in the overall price of mobile telephony services by only looking at, for 
example, charges per minute. However, once overall price change trends have been established, it is 
useful to analyse pricing plans available to consumers to identify factors that may have contributed to 
this price change.9

The ACCC’s analysis of mobile pricing plans has shown that while there are some simplified call  
plans, carriers usually offer a range of plans with complex discounts, handset repayment plans,  
credits and free call options for consumers to choose from. With the growth rate of mobile phone users 
slowing, carriers appear to have intensified their marketing efforts to offer plans that encourage existing 
customers to increase their usage. One strategy is the marketing of so-called ‘bucket’ or capped plans.

The ACCC identified a number of broad trends in post-paid and prepaid plans used to derive prices for 
mobile services in this year’s report:

Improvements in handset technology have raised their quality. While initial prices for these newer •	
handsets were high, in 2006–07 they were being provided at low cost to prepaid and post-paid 
consumers and zero upfront cost to consumers on post-paid contract plans. 

Connection charges have fallen during 2006–07. Most carriers either did not charge new customers •	
a connection charge or provided the equivalent amount in free calls if a connection charge was 
imposed.

Exit fees may be charged when consumers sign up for a plan or a handset/plan package and •	
they disconnect or switch plans or carriers within the contract term. These charges may include 
outstanding amounts owed on a handset or early termination fees for opting out of a pricing plan 
before the end of a minimum period. 

Mobile plan access charges, until 1998–99, were similar to fixed-line basic access in that a fee was •	
payable solely for access to a network. The higher the access charge, the lower the cost per minute 
of each call. From about 1999–2000 carriers gradually introduced free calls with access so that, for 
example, a consumer on an access plan of $29 a month would receive the first $29 of calls ‘free’. 

In 2006–07 minimum spend plans were common and were effectively the same as access plans—•	
consumers must pay a minimum charge a month, with per-minute prices declining the higher the 
fixed minimum charge.

Flagfalls•	 10 have become a standard fixed component for most mobile users, contrasting with earlier 
years when some carriers did not have a flagfall. While the price of flagfalls overall has generally been 
increasing in the bundles priced for this study, there have been decreases for some consumers. 

  8 While consumers are able to sign up to plans without handsets, the Communications Research Unit (DCITA) approach prices plans 
with a handset as it is a basic component for using a mobile service. 

  9 ACCC, Changes in the prices paid for telecommunication services in Australia 1999–2000, April 2001, p. 67.

10 Flagfall is a fee applied at the start of a mobile voice call for the purpose of call connection, regardless of the  
length of the call.
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6 Internet services 

The proposed internet service index is expected to show the average price movements for dial-up11 
and asymmetric digital subscriber line (ADSL)12 broadband13 prepaid and post-paid internet services. 
The ACCC does not receive pricing data in relation to internet services provided on hybrid fibre coaxial 
(HFC) cable and, as such, price movements in these services will not be included in the proposed index. 
That said, the ACCC expects that price movements in ADSL would be broadly similar to internet services 
provided on HFC cable. 

The index will be calculated using quarterly estimates of sample prices for bundles of internet services 
that represent the self-selected level of usage of consumers accessing basic (256/64 Kbps), standard lite 
(512/128 Kbps), standard heavy (1500/256 Kbps), faster lite (up to 8192/640 Kbps) and faster heavy use 
(above 17 Mbps) download speeds.

Sub-indexes for prepaid and post-paid services will also be derived at an aggregate level to  
construct an overall dial-up index and overall DSL index, and an overall internet services price index.  
The sub-indexes will be weighted in the index using revenue weights for each of the internet services.  

6.1  Main observations

Australia had a total 6.43 million internet subscribers in March 2007. Dial-up14 subscribers accounted  
for 2.09 million of this total, 33 per cent, while the number of non-dial-up recorded was 4.34 million, 
67 per cent.15  

Estimates show ADSL is now available to 92 per cent; HFC Cable, 33 per cent; and ADSL2+,  
55 per cent of the Australian population.16 

According to Spectrum Strategy Consultants/Internet Industry Association’s Spectrum/IIA broadband 
index (Q 2007), as at 1 October 200717, Australians paid a minimum of around $38.95 per month to 
access 256 Kbps18 (ultra-light19) and a minimum of around $85.70 per month to access 17 Mbps+20 
unbundled plans (see figure 6.1). By comparison, the minimum monthly amount spent on bundled 
packages ranged between $33.90 and $75.66 (see figure 6.2).   

11 Offers speeds of 56 Kbps over PSTN connections and 64–128 Kbps over ISDN connections.

12 ADSL technology transmits digital information at higher bandwidths on an existing phone line. It is an always-in connection.

13 Broadband is generally defined as a high-speed connection offering more than 256 Kbps. 

14 ABS figures include analog, ISDN and satellite.

15 ABS Internet Activity Survey (IAS), Australia, March 2007.

16 Estimates taken from the Internet Industry Association, Spectrum/IIA broadband Index, accessed from http://www.iia.net.au.

17 See http://www.iia.net.au.

18 Plans have been classified by the maximum download speed advertised, as upload speeds tend to vary.

19 The usage levels are hypothetical: ultra low—200 MB per month; low—500 MB per month; medium—2 GB per month;  
and high 10 GB per month.

20 Spectrum examines Australia’s five main ISPs—Telstra, Optus, Primus, iiNet and Unwired. The minimum monthly price collected 
from ISP websites includes the cost of connection and excess usage charges, and assumes the lowest monthly cost for each 
unbundled user type is chosen. 
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Figure 6.1 Minimum monthly amount spent on unbundled plans
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Source:  Internet Industry Association, Spectrum/IIA broadband index (Q3 2007), 1 October 2007, and ISP websites.

Figure 6.2 Minimum monthly amount spent on bundled packages
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Source:  Internet Industry Association, Spectrum/IIA broadband index (Q3 2007), 1 October 2007, and ISP websites. 

Table 6.1  Minimum total cost bundled and unbundled plans for three high-speed offerings, 
as at October 2007.

 1–3 Mbps 8–12 Mbps 17+ Mbps

 unbundled bundled unbundled bundled unbundled bundled

ultra-light $65.70 $55.70 $45.70 $40.66 $55.70 $38.95

light $73.95 $63.95 $65.66 $55.66 $55.70 $38.95

medium $73.95 $63.95 $85.66 $58.95 $65.70 $48.95

heavy $78.95 $68.95 $85.66 $68.95 $85.70 $75.66

Source:  Internet Industry Association, Spectrum/IIA broadband index (Q3 2007), 1 October 2007, and ISP websites.
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Overall, internet service prices appear to have remained relatively unchanged over the last 12 
months21 and, in terms of usage, the price of the most economical offering has remained the same. 
The increased availability of high-speed broadband services has, however, enabled a larger proportion 
of Australians to access cable or ADSL2+ high-speed internet services at more affordable prices. 
The Internet Industry Association’s broadband index has also noted that the size of data caps has 
continued to increase with average cost of data continuing to decrease.  

The ACCC is currently examining the appropriate methodology for estimating movements in internet 
service prices and has formed the preliminary view that a ‘bundling’ methodology (similar to that 
used to estimate price changes for mobile telephony services) is the most appropriate for pricing 
internet services. 

At this stage, insufficient historical data from selected providers has hindered the development of 
a detailed time series analysis or internet services index. However, it is anticipated that an internet 
services index will be included in the 2007–08 report.

21 Prices have been collected from ISP websites; they are not drawn from customer samples. Prices for customers locked  
into a 12- or 24-month contract would not be expected to change over the period.
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7 Tables

Table 7.1 Telecommunications services index, 1997–98 to 2006–07

1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

PSTN services 100.0 95.0 88.4 83.2 81.0 81.9 82.1 81.1 75.8 73.5

mobile services 100.0 94.9 82.4 76.8 75.2 75.9 73.5 64.0 59.7 58.3

all tele-communications 
services 100.0 95.0 86.4 81.1 79.1 79.9 79.0 73.8 69.0 67.1

Source: data obtained from Telstra, SingTel Optus, AAPT, Primus, Vodafone, Virgin Mobile, pricing plans and other  
published information.
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Table 7.2  PSTN services index by service; residential and business,  
1997–98 to 2006–07

1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

all PSTN 

basic access 100 99.2 108.9 125.4 142.0 159.6 170.5 179.4 175.2 186.7

local calls 100 99.5 90.3 74.1 65.4 62.9 60.8 56.1 50.7 47.8

national  
long- distance 100 93.6 84.7 79.4 72.5 69.1 67.8 65.7 61.2 51.5

international 100 79.3 57.9 48.0 40.7 38.3 36.1 34.5 31.5 29.8

fixed-to-mobile 100 94.7 87.3 81.9 79.2 77.3 75.6 72.7 65.0 60.1

all PSTN 100 95.0 88.4 83.2 81.0 81.9 82.1 81.1 75.8 73.5

PSTN 
residential

basic access 100 99.4 110.4 128.1 147.4 171.9 184.4 198.3 195.4 217.9

local calls 100 99.0 88.7 74.1 66.0 65.2 62.7 55.7 50.7 47.3

national  
long- distance 100 94.8 85.0 82.4 75.4 73.6 74.2 72.9 68.8 54.8

international 100 80.2 59.1 50.5 42.6 41.1 38.7 37.3 34.1 32.1

fixed-to-mobile 100 95.6 87.7 86.7 82.6 86.7 86.8 85.2 77.3 71.1

all residential 100 95.3 88.2 85.1 83.3 87.5 88.7 88.4 83.5 82.2

PSTN 
business

basic access 100 98.9 106.4 120.9 133.0 138.5 146.6 148.0 141.9 137.4

local calls 100 100.5 92.9 74.1 64.4 58.5 57.2 56.8 50.9 48.5

national  
long-distance 100 91.7 84.3 74.5 67.8 62.0 57.8 54.5 49.3 45.8

international 100 77.4 55.4 41.4 35.9 30.8 29.0 26.8 24.0 23.2

fixed-to-mobile 100 94.1 86.9 78.3 76.9 69.5 66.2 61.9 54.5 50.7

all business 100 94.7 88.5 80.3 77.7 73.2 72.0 69.9 64.0 60.6

Source: data obtained from Telstra, SingTel Optus, AAPT, Primus, pricing plans and other published information.
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Table 7.3 PSTN business services index; small and other business, 1997–98 to 2006–07

1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

Small business

basic access 100 94.7 105.6 114.6 133.2 143.2 154.2 176.6 160.1 153.8

local calls 100 107.2 98.4 75.5 73.2 70.5 68.4 80.6 73.4 71.7

national  
long-distance 100 98.2 89.5 86.4 80.7 75.2 79.2 87.4 80.0 78.2

international 100 90.7 59.7 39.7 34.4 31.9 30.5 34.8 32.0 27.5

fixed-to-mobile 100 92.4 87.4 79.9 79.3 75.9 77.0 92.3 82.2 79.5

all small business 100 97.9 90.8 82.9 84.9 85.9 88.6 102.6 92.8 89.6

Other business

basic access 100 100.5 106.7 123.1 132.8 133.7 138.7 118.2 120.0 118.5

local calls 100 98.6 91.4 73.7 62.3 55.6 54.7 44.4 39.1 35.2

national  
long-distance 100 89.4 82.5 70.4 63.8 58.0 49.4 41.4 37.2 32.2

international 100 69.0 51.8 40.2 34.9 29.4 27.4 21.4 18.8 20.7

fixed-to-mobile 100 94.5 86.8 77.9 76.4 68.0 62.2 49.0 42.8 37.5

all other business 100 93.7 87.8 79.5 75.8 69.3 65.4 53.5 49.4 45.1

PSTN business 100 94.7 88.5 80.3 77.7 73.2 72.0 69.9 64.0 60.6

Source: data obtained from Telstra, SingTel Optus, AAPT, Primus, pricing plans and other published information.
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Table 7.4 Mobile services index, 1997–98 to 2006–07

1997–98 1998–991999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

GSM

post-paid 100 94.9 82.2 77.7 77.0 78.7 78.0 66.1 59.1 55.2

prepaid 100 89.6 77.3 73.3 72.7 68.6 64.8 63.9 65.4

all GSM 100 94.9 82.4 76.8 75.2 76.0 73.6 64.1 59.5 57.9

CDMA

post-paid 100 98.0 96.6 82.8 82.6 85.0

prepaid 100 96.4 92.1 80.7 82.8 84.6

all CDMA 100 97.7 95.6 82.3 82.7 84.8

all mobile 
services 100 94.9 82.4 76.8 75.2 75.9 73.5 64.0 59.7 58.3

Source:  data obtained from Telstra, SingTel Optus, AAPT, Vodafone, Virgin Mobile, pricing plans and other  
published information.
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Table 7.5 Mobile services index by network type and user group, 1997–98 to 2006–07

1997–98 1998–991999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

GSM  
post-paid

very low 100 80.5 57.2 47.6 44.0 46.0 49.6 48.9 46.4 46.8

low 100 92.4 73.9 63.6 59.6 59.5 58.4 56.5 51.6 49.9

average 100 98.3 84.0 74.4 67.7 67.0 66.7 64.6 63.9 66.8

high 100 93.3 81.5 76.5 73.6 72.7 72.4 59.5 57.6 53.1

very high 100 95.9 84.3 82.0 83.7 86.7 84.9 66.8 54.1 47.3

GSM  

prepaid

very low 100 92.0 62.3 41.2 41.5 39.8 38.6 38.9 38.6

low 100 87.7 78.7 78.9 76.9 72.3 67.9 67.5 69.3

average 100 88.3 79.8 76.9 78.4 73.9 68.0 68.9 70.2

high 100 90.5 85.7 86.4 83.4 77.8 70.5 71.5 72.8

very high 100 89.4 80.1 83.4 85.7 79.1 78.9 73.9 76.0

CDMA  
post-paid

very low 100 107.9 104.0 101.7 91.2 90.0

low 100 102.7 106.4 96.6 95.0 94.0

average 100 106.3 110.1 102.1 104.1 103.6

high 100 88.7 92.3 82.3 96.4 104.7

very high 100 97.2 89.9 68.7 61.5 63.2

CDMA 
prepaid

very low 100 97.6 90.3 76.8 78.7 80.2

low 100 99.3 93.9 80.3 83.0 85.0

average 100 97.6 94.5 82.8 85.9 88.2

high 100 94.3 93.4 84.8 86.5 88.1

very high 100 91.8 89.3 78.7 80.2 81.7

Source:  data obtained from Telstra, SingTel Optus, AAPT, Vodafone, Hutchison Telecommunications, Virgin Mobile, pricing plans 
and other published information.
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Table 7.6 Points contribution to telecommunications services index, 1998–99 to 2006–07

1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

PSTN services –3.7 –4.8 –3.6 –1.6 0.6 0.2 –0.7 –3.6 –1.6

mobile services –1.3 –4.2 –2.5 –0.8 0.4 –1.3 –5.8 –2.9 –1.2

all telecommunications 
services –5.0 –9.1 –6.1 –2.5 1.0 –1.1 –6.6 –6.5 –2.7

Note:  the sum of the components’ points contribution may not add up to the overall index change due to rounding.

Source:  data obtained from Telstra, SingTel Optus, AAPT, Primus, Vodafone, Hutchison Telecommunications, Virgin Mobile, 
pricing plans and other published information.



ACCC telecommunications reports 2006–07 |  REPORT 2 111

Table 7.7  Points contribution to PSTN services indexes by service, residential and business, 
1998–99 to 2006–07

1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

ALL PSTN 

basic access –0.2 1.9 3.3 3.7 3.7 2.2 1.8 –0.9 2.6

local calls –0.1 –2.8 –5.0 –2.6 –0.8 –0.7 –1.4 –1.5 –0.8

national  
long-distance –1.6 –2.3 –1.5 –1.9 –0.9 –0.4 –0.5 –1.1 –2.5

international –2.3 –2.6 –1.5 –1.1 –0.4 –0.3 –0.2 –0.4 –0.2

fixed-to-mobile –0.7 –1.3 –1.1 –0.7 –0.5 –0.5 –0.9 –2.7 –2.0

all PSTN –5.0 –6.9 –5.9 –2.6 1.1 0.2 –1.2 –6.6 –3.0

PSTN RESIDENTIAL

basic access –0.1 2.3 3.7 4.4 5.1 2.5 2.6 –0.6 4.9

local calls –0.3 –3.3 –4.7 –2.4 –0.3 –0.8 –2.1 –1.5 –0.9

national  
long-distance –1.3 –2.6 –0.7 –1.9 –0.5 0.1 –0.3 –1.0 –3.4

international –2.5 –2.9 –1.6 –1.5 –0.3 –0.4 –0.2 –0.4 –0.3

fixed-to-mobile –0.4 –0.9 –0.2 –0.8 0.9 0.0 –0.3 –0.2 –1.8

all residential –4.7 –7.5 –3.5 –2.1 5.0 1.4 –0.3 –5.5 –1.6

PSTN BUSINESS

basic access –0.2 1.3 2.7 2.5 1.1 1.7 0.3 –1.5 –1.1

local calls 0.1 –2.2 –5.5 –2.9 –1.7 –0.4 –0.1 –1.5 –0.6

national  
long-distance –2.1 –1.8 –2.5 –2.0 –1.7 –1.2 –0.9 –1.5 –1.0

international –2.0 –2.1 –1.3 –0.4 –0.5 –0.2 –0.2 –0.2 –0.1

fixed-to-mobile –1.2 –1.8 –2.6 –0.5 –3.0 –1.5 –2.1 –3.9 –2.5

all business –5.3 –6.5 –9.3 –3.2 –5.8 –1.6 –2.9 –8.6 –5.3

Note: the sum of the components’ points contribution may not add up to the overall index change due to rounding.

Source: data obtained from Telstra, SingTel Optus, AAPT, Primus, pricing plans and other published information.
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Table 7.8  Points contribution to mobile telephony services index,  
1998–99 to 2006–07

 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05 2005–06 2006–07

GSM 1 –3.0 –11.3 –6.3 –2.5

CDMA –0.1 –0.2 –1.7 –0.2 0.2

all mobile services     0.9 –3.2 –13.0 –6.5 –2.3

GSM

post-paid –5.1 –12.6 –4.6 –0.6 1.4 –1.9 –6.6 –6.4 –3.9

prepaid –0.6 –2.2 –1.4 –0.3 –1.3 –6.3 –0.3 1.3

all GSM –5.1 –13.2 –6.8 –2.0 1.1 –3.2 –12.9 –6.7 –2.7

CDMA

post-paid –1.1 –1.3 –9.9 –3.1 2.4

prepaid –1.5 –0.9 –3.9 –0.2 0.2

all CDMA     –2.7 –2.2 –13.8 –3.3 2.6

Note:  the sum of the components’ points contribution may not add up to the overall index change due to rounding.

Source:  data provided by Telstra, SingTel Optus, AAPT, Vodafone, Hutchison Telecommunications, Virgin Mobile, pricing plans 
and other published information.
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8 Methodology for  
determining price change

8.1 The index model

Since 1999–2000 the Division 12 report has used a basket approach to measure the prices  
consumers pay for telecommunications services. Under this approach, developed by the 
Communications Research Unit (CRU) of the Department of Communications, Information 
Technology and the Arts, index numbers are used to analyse movements in prices paid for a ‘basket’ 
of telecommunications services. An index number measures the price of the services in one period 
relative to another. They reflect price changes over time, but not price levels. The advantages and 
disadvantages of the index approach and the method of constructing indexes are detailed in the 
Division 12 report for 1999–2000.22

The price indexes are constructed using revenue, quantity and pricing plan data collected by the  
ACCC from several telecommunications service providers. They are then aggregated to derive a  
series of overall indexes.

The ACCC uses a different method to derive the PSTN services index from the one used for the  
mobile telephony services index. Both methods are outlined below. 

8.1.1 The PSTN services index

As the Act requires the ACCC to report on prices paid for telecommunications services, the ACCC 
monitors retail prices, after deducting discounts and concessions to reflect prices actually paid by 
consumers. 

Data on actual prices paid by consumers is not readily available and would require regular and 
expensive sampling to obtain. Tariff documents also may not include information on discounts and 
short-term specials, which carriers increasingly offer, and many discount plans become effective 
only after a threshold value or number of calls has been made. It is extremely difficult to establish 
retrospectively the actual prices paid by consumers for particular services and the degree to which 
customers may have taken advantage of discounts.23

To try to capture the effects of discounts and specials on prices paid, carrier revenue and usage data 
have been used to derive a yield. The yield provides a proxy for price in the form of an estimate of  
the average price paid for a unit of a telecommunications service. 

22 A full description of the construction of the index and the underlying theory is contained in appendix 1 of Changes in the 
prices paid for telecommunications services in Australia 1999–2000, ACCC, April 2001.

23 The difficulty in obtaining data on prices paid meant that the standard or list prices were used to construct the weighted 
averages for each service reported in the first two Division 12 reports, but at a cost. Standard prices are the maximum 
consumers pay—they exclude all discounts and short-term specials.
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Participating carriers provided separate revenue and usage estimates for five basic PSTN services—
basic access, local calls, national long-distance, international long-distance and fixed-to-mobile 
services. For each of these, carriers were asked to further disaggregate the data into usage by 
residential, small business and other business consumers.

Using this data, a yield has been estimated for every PSTN service by consumer group for each year 
of the study (1997–98 to 2006–07). These yields were then converted into real terms24 and used to 
construct a series of price indexes that show how prices paid for individual PSTN services by different 
consumer groups changed over time. 

Individual carrier indexes for each PSTN service and consumer group category were then combined 
to derive indexes for PSTN services consumed by the three consumer groups for which data was 
collected—residential, small business and other business. These three indexes were then aggregated 
into an overall index for all PSTN services for all consumers. As with all aggregated indexes, the 
expenditure share of a service determines its importance in the overall index. For a given change  
in price, the index is influenced most by those services on which consumers as a group spend the 
most money. 

The different levels of aggregation of the PSTN indexes are particularly useful for the ACCC.  
They allow it to monitor the changes in PSTN prices for all consumers through the ‘overall’  
index as well as analyse how average prices change for individual services across particular  
consumer groups.

8.1.2 The mobile telephony services index

The Division 12 report monitors prices consumers pay for mobile telephony services provided  
on the GSM and CDMA networks, including both prepaid and post-paid (billed) mobile services. 

In contrast to the PSTN index, yield data has not been used to construct indexes for mobile telephony 
services because of the marketing methods and pricing structures used to sell these services. To make 
a call on a mobile network, consumers require a mobile handset, connection and ongoing access to 
the network. Carriers and carriage service providers typically offer these services as part of a bundled 
package or plan. These plans include ongoing access to a carrier’s network, charges for calls and 
other services and, if required, connection and a handset. 

Mobile plans can contain a high degree of cross-subsidisation. Historically, when carriers have offered 
low upfront charges for handsets, they have recovered these costs through higher charges for 
monthly access or outgoing calls. When choosing which plan to use, consumers can further trade  
off higher access charges for lower call charges and increasingly choose an array of discount options 
to suit their calling preferences. 

The CRU’s approach to the problem of estimating prices for mobile services has been to treat mobile 
telephony as a bundle of services and then to measure the prices paid by consumers for these 

24 In the index model, revenue and price data for PSTN services are expressed in 1999–2000 dollars, and in 2002–03 dollars for 
mobile services. The nominal values were converted to 1999–2000 values using the Australian Bureau of Statistics consumer 
price index.
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bundles. The bundles25, updated by the ACCC in 2003, are based on the number and pattern of 
calls made by consumers and include voice calls and short messaging service messages to all mobile 
networks and voice calls to the fixed network. The bundles are derived from sample bill data provided 
by carriers in the study and so reflect the actual consumption patterns of Australian consumers.  
The price of each bundle is determined by adding the cost of the handset, connection, monthly 
access and call charges, net of any discounts and free calls. 

The bundles used in this approach include all components necessary for the consumer to use a mobile 
telephone service, including connection and access fees, handset costs, flagfall26 and call charges.  
They also take into account any discounts or free calls offered by carriers. 

Separate indexes are then constructed to compare the cost of each bundle over time. These indexes—
GSM and CDMA, post-paid and prepaid—are then aggregated using a revenue-weighting process  
to form an overall mobile telephony index. 

3G mobile services have only started  quite recently so they are not included in the mobile services 
index for the 2006–07 report. However, the ACCC has begun collecting information on these services 
for their inclusion in the mobile services index in future reports.

8.1.3 The internet services index

As part of the ACCC’s Division 12 record-keeping rules (RKRs) introduced in December 2004, 
particular carriers and carriage service providers27 are required to provide information on dial-up  
and broadband internet services. This information is used by the ACCC to estimate price changes  
for these services.

The ACCC is currently examining the appropriate methodology for estimating price change for 
internet services. Due to the characteristics of the service and because carriers and carriage service 
providers typically offer these services as part of a bundled package or plan, the ACCC preliminary 
view is that a ‘bundling’ methodology (similar to that used to estimate price change for mobile 
telephony services) is most appropriate for pricing internet services. 

25 The new user group bundles are set out in the appendix for chapter 5 at the end of the 2002–03 Division 12 report.

26 Flagfall is a fee applied at the start of a mobile voice call for the purpose of call connection, regardless of the  
length of the call.

27 Telstra, Optus, AAPT, Primus, iiNet and Verizon (formerly MCI Worldcom).
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8.2 Other methodology issues

8.2.1 Real prices

Price changes in the report are calculated using ‘real’ prices. This is done by adjusting nominal prices 
for the effects of inflation using the ABS consumer price index (CPI). 

8.2.2 The goods and services tax

The GST affects the prices paid by consumers of telephony services. This affects business and 
residential consumers differently. While business consumers can claim a GST input credit on 
telecommunications services because these are business inputs, residential consumers cannot. 

As a result, the estimated prices paid by business consumers for PSTN services are GST-exclusive  
while those paid by residential consumers include GST.28 The prices for mobile telephony services  
are GST-inclusive, as information was not available to estimate the proportion of mobile services  
used exclusively or partly for business.

8.2.3 Quality of service

Quality means all the non-price attributes of a product or service and includes performance, reliability 
and features of the product or service. The estimates obtained in this report do not take into account 
the effect of quality changes on price and consumers’ usage of the services because of the difficulty 
in quantifying such changes. The introduction of mobile phones with cameras and multimedia 
messaging services (allowing wireless messages that include images, audio and video clips in addition 
to text) is a good example of how quality affects price. When these handsets were first introduced, 
they were more expensive than previous models but offered consumers more features. 

If changes in quality are ignored when analysing price changes for telecommunications services, 
those price changes will probably not reflect pure price changes—that is, price changes where quality 
remains unchanged. However, an adjustment for a change in quality is difficult to make. The ABS has 
no satisfactory arrangement for adjusting the prices of these services in the CPI to reflect changes in 
quality, however significant they are.

Therefore, it is not possible to do anything other than acknowledge that there may be a bias.

8.2.4 Percentage changes and points contribution

The percentage changes used in this report are based on changes in the price indexes constructed 
for each of the PSTN and mobile services analysed. A complete set of index numbers for the 
telecommunications services covered is included in the tables in chapter 7 of this report. Percentage  
changes are useful when summarising and analysing price movements over time.

28 As the GST was not in operation in Australia before 1 July 2000, no services included a GST component in their  
prices before 2000–01.
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The points contribution of an index component is the number of points that a component contributes 
to the overall index in a particular year. For example, analysis might show that, of a 10 per cent 
increase in the price index for a certain basket of services, 3 per cent is due to an increase in the price 
of a given individual service. The points contribution for a component of a given index is calculated 
by multiplying the revenue share of a component in a basket by the value of the index in that year. 
Analysis of points contribution provides an insight into the underlying dynamics in the price of the 
basket and shows the effects of different price changes within the basket on the index.29

8.2.5 Record-keeping rules for the Division 12 report

In December 2004 the ACCC implemented an RKR for the Division 12 report, after consulting with 
industry. Under s. 151BU of the Act, the ACCC has the power to make an RKR by written instrument 
and require that carriers and carriage service providers comply with it. The rules may specify what 
records are kept, how reports are prepared and when these reports are provided to the ACCC. 
The ACCC cannot require the keeping of records unless they contain information relevant to its 
responsibilities. These responsibilities include the operation of parts XIB and XIC of the Act.  
Under Part XIB, Division 12, s. 151CM(1)(a), the ACCC is required to monitor and report each  
financial year on charges paid by consumers for telecommunications services.

Further information about the Division 12 RKR is available on the ACCC website at www.accc.gov.au.

29 ACCC, Changes in the prices paid for telecommunications services in Australia 1999–2000, April 2001.
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ACCC contacts

ACCC Infocentre

for all business and consumer inquiries

infoline 1300 302 502

website www.accc.gov.au

National office

23 Marcus Clarke Street 
Canberra  ACT  2601

GPO Box 3131 
Canberra  ACT  2601

Tel: (02) 6243 1111 
Fax: (02) 6243 1199

New South Wales

Level 7, Angel Place 
123 Pitt Street 
Sydney  NSW  2000

GPO Box 3648 
Sydney  NSW  2001

Tel:  (02) 9230 9133 
Fax:  (02) 9223 1092

Victoria

Level 35, The Tower 
360 Elizabeth Street 
Melbourne Central 
Melbourne  Vic  3000

GPO Box 520 
Melbourne  Vic  3001

Tel:  (03) 9290 1800 
Fax:  (03) 9663 3699

Queensland

Brisbane 

Level 3  
500 Queen Street 
Brisbane  Qld  4000

PO Box 10048 
Adelaide Street Post Office 
Brisbane  Qld  4000

Tel:  (07) 3835 4666 
Fax:  (07) 3832 0372

Townsville 

Level 6 
370 Central Plaza Building 
Flinders Mall 
Townsville  Qld  4810

PO Box 2016 
Townsville  Qld  4810

Tel:  (07) 4729 2666 
Fax: (07) 4721 1538

Western Australia

3rd floor, East Point Plaza 
233 Adelaide Terrace 
Perth  WA  6000

PO Box 6381 
East Perth  WA  6892

Tel: (08) 9325 0600 
Fax:  (08) 9325 5976
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South Australia

Level 14

13 Grenfell Street

Adelaide  SA  5000

GPO Box 922 
Adelaide  SA  5001

Tel:  (08) 8213 3444 
Fax:  (08) 8410 4155

Northern Territory

Level 8 National Mutual Centre  
9–11 Cavenagh St  
Darwin  NT  0800

GPO Box 3056  
Darwin  NT  0801

Tel: (08) 8946 9666 (general) 
Tel:  (08) 8946 9610 (reception) 
Fax:  (08) 8946 9600

Tasmania

3rd floor, AMP Building 
86 Collins Street 
(Cnr Elizabeth and Collins streets) 
Hobart  Tas  7000

GPO Box 1210 
Hobart  Tas  7001

Tel:  (03) 6215 9333 
Fax:  (03) 6234 7796 

Australian Energy Regulator

Level 42, The Tower 
360 Elizabeth Street 
Melbourne Central 
Melbourne Vic  3000

GPO Box 520, 
Melbourne  Vic  3001

Tel: (03) 9290 1444 
Fax:  (03) 9290 1457 
Email: AERInquiry@aer.gov.au 
Web: www.aer.gov.au




