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UNIVERSAL COMMUNICATIONS: DO WE NEED A USO? 

H O L L Y  R A I C H E  

1. Introduction — the issues  
Full participation in the community is now dependent on the universality of access and ease of 
use of telecommunications. Telecommunications are a necessary component of late twentieth 
century life, and thus a strong, comprehensive and well-articulated policy of universal service is 
essential for the functioning of an equitable, democratic and economically advanced society. 
(Wilson and Goggin 1993:ii) 

Universality of access has, over the past 35 years, raised the following issues in determining its 
achievement: 

 the definition of what is provided 

 its accessibility, particularly for rural and remote communities, and for people with disabilities 

 its affordability 

 where responsibility lies for its provision 

 where responsibility lies for its costs 

 how to ensure universality of delivery in a competitive environment 

The first sections of this paper will review how those issues have been addressed as the technology 
has changed and, with it, how the universal service has been defined, delivered and paid for in 
differing regulatory contexts.1 

The Government’s policy for the provision of a National Broadband Network (NBN), however, 
significantly alters the technological and regulatory context in which universality of access can be 
understood and provided. This paper suggests how the Universal Service Obligation (USO) should 
be redefined, how its accessibility and affordability can be ensured in the NBN environment, who 
delivers it and who pays for it.  

2. The USO: 1975–2010 

2.1 The USO: 1975–1989 
Until 1975, telecommunications services were provided to the public by the Government 
department, the Postmaster-General. In 1975, with the passage of the Telecommunications Act 1975, 
the Australian Telecommunications Commission (Telecom) was established, and with it, Australia’s 
first explicit obligation for the provision of a universal service.  

Under the 1975 Act, Telecom was required to perform its functions so as to ‘best meet the social, 
industrial and commercial needs of the Australian people for telecommunications services and … so 
far as it is … reasonably practicable … make its telecommunications services available throughout 
Australia for all people who reasonably require those services’. In meeting that obligation, Telecom 
was to have regard to, inter alia, ‘the special needs for telecommunications services of Australian 
people who reside or carry on business outside of the cities’ (Telecommunications Act 1975 s. 6). 

                                                 
 
1 While the universal service obligation, in its various forms, has included the provision of public payphones, this 

paper will not cover that issue. 
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While the Act used the term ‘telecommunications services’, the 1980–81 Telecom Annual Report 
was more specific about the service it was required to provide — ‘a universal standard automatic 
telephone service.’ (quoted in Davidson 1982:133) 

Telecom also had constraints on the prices it could charge. It could vary its tariffs, but subject to 
Ministerial approval for any changes to telephone rentals, telephone calls made within Australia and 
telegrams (Telecommunications Act 1976 s. 11). In practice, Telecom’s pricing policy was for 
uniform charges for ‘basic’ services throughout Australia, irrespective of the costs of provision, with 
the effect that customers ‘for whom the actual cost of providing the service is high’ were cross-
subsidised (Davidson 1982: 13). 

In summary, Telecom as the monopoly provider of telecommunications in Australia was required to 
provide a standard automatic telephone service under specific price constraints, and with inherent 
subsidies for the provision of services to rural and remote Australia through cross subsidisation.  

2.2 The USO: 1989–1991 
In spite of many and varied pressures for significant liberalisation of telecommunications in 
Australia (Grant 2004:3) and (Davidson 1982:46–53) the 1989 telecommunications reforms were 
modest. The Telecommunications Act 1989 introduced limited competition in telecommunications 
services. Telecom and OTC retained their monopoly over basic telephony services within Australia 
or overseas; competitors could only provide value-added services and private network services 
(Telecommunications Act 1989 Parts 3 and 4).  

One of the most important reasons why Telecom (renamed the Australian Telecommunications 
Corporation under the Australian Telecommunications Corporation Act 1989) retained its monopoly 
over basic telephony was the government’s recognition that, if full competition were allowed, 
Telecom’s ability to fund its newly named community service obligations (CSOs) could be 
undermined.  

In its policy statement announcing the 1989 reforms, the government cited overseas examples, 
where competition in basic network facilities had been introduced and the resultant ‘tariff 
rebalancing’ had led to higher residential connection charges and basic access rentals. That outcome 
was seen as running counter to the government’s social policy objective of ‘sustaining universal 
affordable access to standard telephone services’ (The May Statement 1988:paragraph 3.32). 

The sticking point for government was the extent of the cross-subsidy. Telecom estimated cross-
subsidy levels of approximately $670 million (The May Statement 1988:paragraph 3.40). The 
services that were cross-subsidised, and therefore not likely to attract significant competition, were 
‘remote network services and the provision of basic access from local exchanges to customers’ 
premises’. Competitors would target high-profit markets — ‘the heavily trafficked trunk or 
international routes’ where ‘prices are presently well above current costs of provision’ (The May 
Statement 1988:paragraph 3.31). The government’s fear was that, if the amount of cross-subsidy 
were as large as Telecom claimed, network competition would erode Telecom’s continued ability to 
provide universal service. 

Because the CSO costs were ‘largely unknown … and are outside the Government’s own control 
and accountability provisions’, the government recommended that the Bureau of Transport and 
Communications Economics report on the ‘costs and cross-subsidies associated with meeting 
identifiable community service obligations now met by Telecom’ (The May Statement 
1988:paragraphs 3.41–3.43). 

In this limited competition model, Telecom’s obligation to provide universal service was continued. 
Telecom’s Community Service Obligations (CSOs) required that Telecom ensure: 
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a) that, in view of the social importance of the standard telephone service, the service is 
reasonably accessible to all people in Australia on an equitable basis, wherever they reside or 
carry on business; and 

b) that the performance standards for the standard telephone service reasonably meet the social, 
industrial and commercial needs of the Australian community (Australian Telecommunications 
Corporation Act 1989 s. 27). 

The legislation also more specifically defined the service that Telecom was to provide. Under the 
Telecommunications Act 1989, the standard telephone service that was to be supplied was ‘the 
public switched telephone service (Telecommunications Act 1989 s. 3(a)). 

Again, summarising, Telecom, as the continued monopoly provider of basic services, was required 
to provide the public switched telephone service, ensuring it was reasonably accessible to all 
Australians, funded through cross subsidisation and thus maintaining its affordability.  

The modest reforms of 1989 were, however, short lived. The May Statement had promised there 
would be further reforms to telecommunications once the 1989 changes were bedded down (The 
May Statement 1988: para 3.72). However, the precarious financial position of AUSSAT was a 
major catalyst for more immediate change (Grant 2004:5). The other factor was the final report of 
the Bureau of Transport and Communications Economics. While the BTCE costing methodology 
and outcome was disputed by Telecom, the Government accepted the Report’s findings that the cost 
of CSOs was only approximately $240 million (BTCE 1989:79) — relatively low and therefore not 
a threat to the introduction of competition. 

2.3 The USO: 1991–1997 
The Telecommunications Act 1991 introduced limited competition. Telecom merged with the 
Overseas Telecommunications Corporation to become the Australian and Overseas 
Telecommunications Corporation (AOTC), holding a general carrier licence. After competitive 
tendering Optus Communications was granted the other general carrier licence. Within a year, there 
were also three mobile telecommunications services licensees: AOTC, Optus and Vodafone. 

From the outset, however, it was clear that these limited competition reforms were temporary. On 
1 July 1997, there would be full, open competition in telecommunications (Department of Transport 
and Communications 1990). The period from 1991 to 1997 would be one of transition, establishing 
a carrier duopoly (for fixed line services) and three competing public mobile service providers. It 
was seen as the best way to foster real and sustainable competition in telecommunications, leading 
up to open competition seven years later.  

To accommodate the provision of universal service in a competitive environment, the definition, 
structure, consumer protections and cost were necessarily changed. 

The definition of standard telephone service changed to become ‘… a public switched telephone 
service that is supplied by a carrier and is supplied by means of a telephone handset that does not 
have switching functions’. Significantly, the definition included the possibility of using regulations 
to prescribe a telecommunications service or services that should be included in the definition 
(Telecommunications Act 1991 s. 4). It was a clear recognition that, increasingly, 
telecommunications services other than just voice telephony were becoming essential.  

The obligation — now titled the Universal Service Obligation (USO) — was moved back into the 
Telecommunications Act 1991 (s. 288ff) in recognition that there could be more than one carrier and 
that the obligation should not necessarily be on Telecom. Specifically, a carrier could be named as 
the universal service carrier for the whole of Australia, or for a particular area in Australia 
(Telecommunications Act 1991 s. 291). 

With the introduction of even limited competition, the possibility of AOTC ‘rebalancing’ its charges 
to customers was real. Clearly, the costs to a carrier are in the provision and maintenance of the 
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access network, particularly in regional and rural Australia; the cost of providing calls, particularly 
STD and IDD calls was falling.  

The Government response was to give the Minister power to impose price caps on basic services 
such as connections fees, installation charges and some calls. Interestingly, however, the Ministerial 
power to impose price caps was in the AOTC Act (s. 20) and not in the USO regime in the 
Telecommunications Act 1991. 

Because there would be two general carriers and three mobile carriers, it was also Government 
policy to have all carriers share in the cost of subsidising loss making services provided under the 
USO. The Act therefore set out an elaborate process that began with the declaration of a universal 
service carrier, the carrier proposing and AUSTEL accepting a service area as a ‘net cost area’, 
assessment of levy credits for providing the service, determination of the net universal service cost 
of a carrier and, finally, a formula under which each carrier’s liability to pay a share of the net 
universal service cost was determined, based on timed traffic. (Telecommunications Act 1991 
Part 13, Divisions 2 and 3) 

In short, the 1991 regime was designed to accommodate the more competitive environment, and 
advances in telecommunications technology. The definition of what was provided changed to 
accommodate the possibility of other services being included in the USO requirement. The actual 
USO moved back into general telecommunications legislation, allowing for the possibility of more 
than one USO provider, and providing for cost recovery by that provider(s) for providing USO 
services that were loss making. But affordability measures, addressed through price cap 
arrangements, were still to be imposed on AOTC. 

Two events leading up to the 1997 reforms added a new dimension to the accessibility of 
telecommunications services. The first was the passage of the Disability Discrimination Act 1992. 
The second was the case brought under that Act that defined what ‘reasonably accessible’ services 
meant for people with disabilities. Specifically, in the Scott case, the Human Rights and Equal 
Opportunity Commission found that the requirement to provide a reasonably accessible service 
under the USO included not just the provision of standard reception equipment but reception 
equipment that ensured the service was reasonably accessible for people with disabilities (Scott 
1995:12). 

2.4 The USO: 1997–2010 
The Telecommunications Act 1997 fulfilled the Government promise of full, open competition by 
1 July 1997. There is no limit on the number of carriers and only basic requirements on becoming a 
carrier (Telecommunications Act 1997 Division 3, Part 3). Indeed, there are no upfront requirements 
on becoming a service provider: the requirements on service providers take effect only when there 
is the provision of a service as described under the Act. 

Although many of the definitions and concepts in the 1991 Act are repeated in the 1997 Act, there 
are significant differences in relation to the USO. 

The definition of what must be provided has been significantly changed. It has moved from a 
largely technical definition of a basic service to one that simply describes what the service must do: 
it is a service for voice telephony and, acknowledging the import of the Scott decision, the service is 
for voice telephony — or its equivalent. It must also have the characteristic of any-to-any 
connectivity; that is, like services must be able to communicate with like services, regardless of the 
network used (Telecommunications Act 1991 s. 6 — now found in the Telecommunications 
(Consumer Protection and Service Standards) Act 1999). 

Further, the use of the term standard telephone service is used not simply in the context of the 
designated universal service carrier, but as a benchmark for all providers of basic telephony services 
to the public. What that now allows is imposing basic consumer protections on all providers of the 
basic telephone service — necessary in an open competitive market. 
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The 1997 Act also includes, in the definition of ‘supplying a standard telephone service’ provision 
for regulations that must be made by June 1998, to ensure the provision of a national relay service 
to facilitate personal communications for the hearing and speech impaired.  

A further element to what must be universally provided was the Digital Data Service Obligation 
(DDS0). In 1999, the Act was amended so that either a general or special data service was 
reasonably accessible to all. However, under the determination made under the Act, the DDSO was 
imposed on Telstra, not on the USO provider (Digital Data Services Area Determination 1999 
(No. 1)).2 

Affordability has also been addressed within USO provisions, with the Minister given power to 
determine that specified USO charges are subject to price control arrangements 
(Telecommunications (Consumer Protection and Service Standards) Act 1999 s. 18A). The Minister 
has not, however, used those powers, instead ensuring affordability through price controls imposed 
directly on Telstra. Indeed, under the Trade Practices Act, the Australian Competition and Consumer 
Commission must report to the Minister on Telstra’s compliance with such price control 
arrangements (Trade Practices Act 1974 s. 151CM(1)(b). 

As discussed earlier, the challenge for providing universal geographical coverage of telephony in 
Australia has always been in rural and remote Australia. The 2002 Regional Telecommunications 
Inquiry found those services generally adequate, but noted room for improvement and 
recommended regular reviews of telecommunications services to ensure that telecommunications 
services are ‘available equitably across Australia’ with appropriate funding and monitoring to 
support these activities (Estens 2002: p. xii, Recommendation 2.7). The privatisation of Telstra 
raised concerns particularly among regional and rural Australians, that the provision of services 
outside of the metropolitan areas would suffer as a consequence (see Senate Committee 
1996:Chapter 6). Therefore, as part of the legislative changes preceding the sale of the third tranche 
of Telstra in 2005, the Government established the Regional Telecommunications Independent 
Review Committee (RTIRC) to assess the adequacy of telecommunications in regional, rural and 
remote parts of Australia, and report regularly, with recommendations for action 
(Telecommunications (Consumer Protection and Service Standards) Act 1991 Part 9B). 

The 1991 reforms had opened the way for more than one universal service provider. In 2000, 
amendments to the 1997 legislation expanded that possibility, providing for what was called 
contestable service obligations (Telecommunications (Consumer Protection and Service Standards) 
Act 1999 Division 6). Contestability trials were proposed in two regional areas (south east Victoria 
and north west New South Wales, with applications opened in January 2001. In the end, however, 
the trials came to nothing and provisions for contestability of the USO have not been further 
explored. 

Funding the provision of universal service has also significantly changed. In 1998, Telstra filed a 
claim for its net universal service losses for 1997/8 for $1.8 billion. The Government’s response 
was the Telecommunications Laws Amendment (Universal Service set the Cap) Act 1999, which 
capped net universal costs at $253.32 million for 1997/8, and a CPI adjusted amount for the 
following two years. Further amendments to the legislation gave the Minister power to determine an 
annual subsidy for provision of services to loss making areas, up to three years in advance, with the 
amount determined on advice from ACMA (Telecommunications (Consumer Protection and Service 
Standards) Act 1999 s. 16B). The basis on which the loss is recovered has also changed. Both 
carriers and carriage services providers — as determined by the Minister to be ‘participating 
persons’, contribute. And their contribution is based on eligible revenue — the total revenue from 
all relevant sources, with payment by the individual carrier or carriage service provider based on 

                                                 
 
2 Provisions for the DDSO were repealed after the scheme was replaced by the Australian Broadband Guarantee 

Scheme in 2007. 
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their proportion of that revenue (Telecommunications (Consumer Protection and Service Standards) 
Act 1999 Division 13). 

3. Universal service in an NBN world — back to the future? 

3.1 The new context 
In April 2009, The Government announced its policy objectives for the national broadband network 
(NBN). Specifically, the NBN would provide: 

 Connection of 90% of premises with optical fibre 

 Connection to all other premises with wireless technologies to deliver broadband speeds of up to 
12 Mb/s 

 The network will be a national wholesale-only open access broadband network 

 Delivering ‘affordable, fast broadband’  

 Be built and owned by a company specifically established for the purpose, with majority 
Government ownership, but also with ‘‘significant private sector investment in the company 
anticipated’ 

 There will be Government and private sector investment in the company of up to $43 billion 
over eight years to build the NBN (Rudd 2009:1–2). 

As part of its NBN policy, the Government also pledged an additional $250 million for the 
construction of 6,000 kilometres of regional fibre broadband backbone links, providing over 100 
access points to six nominated ‘blackspot’ locations: 

 Geraldton, Western Australia 

 Darwin, Northern Territory 

 Emerald and Longreach, Queensland 

 Broken Hill, New south Wales, Victor Harbor, South Australia 

 South West Gippsland, Victoria (Conroy 2010:1). 

Since then, a great deal of work has taken place and documentation produced to provide more 
details about the policy itself, about the technical details of the NBN and the services it will 
provide, about the regulatory framework in which the NBN will operate and about the transition 
period — how we get from here to there. 

Regulatory framework 

Perhaps the most significant change wrought by the NBN is not the provision of significantly higher 
broadband speeds to all Australians. It is the competitive environment in which the USO — ANY 
USO — will be provided.  

Until now, Telstra has been the vertically integrated owner of the ‘near ubiquitous’ 
telecommunications network, particularly of the access network connecting premises to the local 
exchange. (DBCDE 2010b:1) Under draft legislation, tabled in Parliament but not yet passed, 
Telstra was given a choice. It could functionally separate into a wholesale/network business unit 
and one or more retail business units, or it could structurally separate to ensure that Telstra (or any 
company it controls) did not supply fixed line services to retail customers using a network over 
which it had control (Telecommunications Legislation Amendment (Competition and Consumer 
Safeguards) Bill 2009, proposing a new Part 33, and, at the end of Schedule 1, a new Part 9 to 
amend the Telecommunications Act 1997). 
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With the signing of a Financial Heads of Agreement between Telstra and NBN Co, Telstra appears 
to have opted to structurally separate, gradually decommissioning its copper wire access network as 
the NBN is rolled out, as well as giving NBN Co access to Telstra’s facilities infrastructure. 

The Agreement, estimated to be worth approximately $9 billion, includes the following: 

 The ‘reuse of suitable Telstra infrastructure, including pits, ducts and backhaul fibre, by NBN Co 
as it starts to rollout its new network’ and  

 The ‘progressive migration of customers from Telstra’s copper and pay-TV cable networks to 
the new wholesale-only fibre network’ (Rudd 2010). 

In supporting the transition to an NBN, the Government will also: 

 Establish a new entity, USO Co with Commonwealth funding of $50 million in 2012–13 and 
2013–14, increasing to $100 million per annum thereafter. The remaining funding that USO Co 
requires will be contributed by industry; 

 Provide $100 million to Telstra to assist in the retraining and redeployment of Telstra staff that 
will be affected by the restructure of the telecommunications industry; and 

 Require NBN Co to be the wholesale supplier of last resort for fibre connections in greenfield 
developments from 1 January 2011 (Rudd 2010). 

The implications for competition will be enormous, as will the implications for the USO. Under its 
(draft) legislation, NBN Co will provide a wholesale only open access network unless otherwise 
allowed by the Minister. (National Broadband Network Companies bill 2010 Clause 9) While ever 
Telstra owned the access network, it was the logical — if only — carrier that could provide the 
infrastructure and services throughout Australia. With NBN Co as the monopoly owner and 
provider of the access network, that is no longer the case. 

Technology 

Advances in communications technology are also changing concepts of what a ‘basic’ 
communications service is. Increasingly, Australians are using a variety of technologies to 
communicate: voice telephony, particularly voice telephony using a fixed line service, is declining. 
In its place. Australians are increasingly using mobile handsets and the Internet to communicate 
(see particularly ACMA 2009:25–7) and (ACMA 2010: Chapter 1). Indeed, draft legislation 
introducing, inter alia, additional consumer protections, proposes that the definition of standard 
telephone service specifically include voice over IP services and public mobile telecommunications 
services (Telecommunications Legislation Amendment (Competition and Consumer Safeguards) 
Bill 2009 Clause 164). 

It is in this new context that the USO should be reconsidered: what it is, how its accessibility and 
affordability can be assured, who provides it and who pays for it.  

There are, necessarily, measures that must be taken to transition from the existing network and 
communications technology and the regulatory framework. Indeed, the Government has released 
policy documents and a discussion paper on the USO dealing with this period, which give some 
indication about proposed transition arrangements, including the creation of a new USO Co 
(DBCDE 2010a and DBCDE 2010b).  

The view of this paper, however, is that any transitional arrangement put in place should lead 
towards, not away from, a new definition of universal communications that reflects both the way 
that people communicate and the way that new technologies will deliver those communications 
services. 
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3.2 Universal service redefined? 
For the past thirty-five years, the legislated obligation was to deliver basic telephony, however 
variously worded. For much of that time, however, there has been public discussion on the 
adequacy of the definition and whether /how to upgrade the service that must be provided.  

In 1993, the Government established the Broadband Services Expert Group to examine the 
‘technical, economic and commercial preconditions for widespread delivery of broadband services 
to homes, businesses and schools in Australia (BSEG 1994:iii). One of its many recommendations 
was that the community has a right to an ‘effective standard of communications rather than a 
standard piece of technology … to reduce barriers to accessing communications services. And it 
recommended that the government use a research agency such as the BTCE to undertake research to 
identify the needs of telecommunications users that are not being met (BSEG 1994: 52–3). 

The Government’s review of the Standard Telephone Service reflects that approach. One of the 
review’s most significant recommendations was that, by the year 2000, a ‘digital data capability’ 
which provides access to ‘services such as fax, email, access to the Internet, electronic commerce 
and educational platforms’ should be reasonably accessible to all Australians (Department of 
Communications and the Arts 1996: 166). The review also recommended that there should be a 
‘broad review’ of the universal service arrangements in 2001. That review should assess: 

… whether socially important communications services are reasonably accessible to all 
Australians on an equitable basis … and the effectiveness and appropriateness of universal 
service arrangements in contributing to the achievement of these and other communications and 
information policy objectives. (Department of Communications and the Arts 1996:176)  

Most recently, the Regional Telecommunications Independent Review Committee Report proposed 
a ‘Communications Service Standard’ (CSS), to be determined by the Minister, that should be 
available to all, with standards for voice, broadband, mobile phones and payphone services. The 
Government would then implement a ‘plan of measures’ to ensure all residents and small businesses 
had access to those services on an equitable basis wherever they reside or work in Australia. An 
independent body would audit implementation of the CSS for its effectiveness in the delivery of the 
services (RTIRC 2008: Recommendation 3.1.1). 

The UK has also adopted the approach of moving from a mandated service as universally 
accessible, to simply mandating a minimum level of transmission capacity. In its final report to 
Government, the UK Department for Business, Innovation and Skills recommended that: 

To ensure all can access and benefit from the network of today, we confirm our intention to 
deliver the Universal Service Broadband Commitment at 2Mbps by 2012. This can be delivered 
through upgrades to the existing copper and wireless networks. We also propose public support 
for the network of tomorrow so that consumers in the Final Third who will not be reached by 
the market can enjoy next generation broadband (Department of Business, Innovation and Skills 
2009: p. 11, Recommendation 11) 

As discussed above, the 1991 and 1997 legislation do allow the upgrading of the standard telephone 
service through the use of regulations. However, when the Digital Data Service Obligation was 
introduced in 1999, it was not included in the USO; instead, the requirement for its provision was 
through a licence condition on Telstra. It was abandoned in 2000, replaced by the  

Australian Broadband Guarantee Scheme. Under the scheme, a basic level of broadband service — 
metro comparable — is defined to include any service that offers a minimum 512 kbps download 
and 128 kbps upload data speed, 3 GB per month data usage at a total cost to the customer of $2500 
GST inclusive over three years (including installation and connection fees). When that defined 
service is not available in an area, the Government will subsidise service providers for the provision 
of that service. Once again, while services that should be available to all Australians have been 
upgraded, the mechanism is Government subsidy, not a redefined USO. 



 Universal communications: do we need a USO? 139 

 

Recent proposed legislation would expand what is considered to come within the definition of 
standard telephone service; specifically, either a mobile service or a VoIP service can be considered 
as an STS, in fulfilment of the USO, as long as the customer consents (Telecommunications 
Legislation 2009:Part 4). However, the obligation is still in terms of voice telephony. Indeed, in its 
most recent discussion paper on the USO in an NBN environment, the USO is still seen in terms of 
voice telephony (DBCDE 2910a: Chapter 3). 

The Government’s policy commitment of 2009 was that at least 12 Mb/s of transmission capacity 
should be accessible to all Australians (and to 93% of the population served by fibre optic cable, 
significantly higher speeds). That commitment should now be included as part of a new, redefined 
universal communications obligation. 

Voice telephony 

It is arguable whether any required service should include the ability to support voice 
communications (or their equivalent). NBN Co has undertaken considerable consultation in the 
design of its network. As part of its early consultations, one of the conclusions it reached was that 
the network termination box at each premise ‘should make provision for the migration of voice 
services via a built-in analogue telephone adapter (ATA)’. NBN Co 2010a:5) If voice is to be an 
additional element to a redefined service, it will be important that the underlying NBN Co 
infrastructure support such service. 

Standards 

The quality of existing standard telephone service is set by an industry Code that sets specific 
parameters on quality issues such as jitter, latency, time to dial tone, etc. As the code has been 
registered by the ACMA, it is enforceable against all providers of the standard telephone service. It 
is arguable, however, that the Code will not apply to the voice services provided over the NBN. 
Quoting from the Code: 

This Code does not apply to call cases where Carriers and CSPs use Internet Protocol (IP) 
technology within or across interconnecting public telecommunication networks in order to 
provide a STS. The performance levels defined in this Code have been developed in the context 
of Circuit Switched Network technology. (C519:2004 clause 3.2.8) 

Voice calls made over the NBN will be carried using Internet Protocol technology and the calls will 
be SIP switched, not circuit switched (NBN Co 2010:14–15). 

There are, however, some mechanisms that can provide some assurance about the quality of NBN 
services, particularly voice. 

While it is only a guideline (and therefore not enforceable) G634:2007 does provide some quality 
measures for IP telephony. Further, under draft legislation, the Minister will have the power to 
determine performance standards for both the underlying service provider (this would include the 
NBN) and providers of voice services. Specifically, the Minister may make both standards and 
performance benchmarks that are mandatory for the supply of wholesale carriage services — which 
would clearly cover services supplied by the NBN (Telecommunications Legislation Amendment 
(Competition and Consumer Safeguards) Bill 2009 Clause 182). Further, the Minister will have 
power to set mandatory performance standards and benchmarks for the supply of a standard 
telephone service provided under the USO (Telecommunications Legislation Amendment 
(Competition and Consumer Safeguards) Bill 2009 Clause 175). 

3.3 Reasonably accessible to all Australians  
The Government’s commitment was clear: all Australians should have reasonable access to a 
minimum level of transmission speeds. As previously discussed, it is in regional, rural and remote 
Australia where such access has been an issue. Indeed, the Prime Minister has stated that the NBN 
will have ‘priority roll out’ to regional and rural Australia (Gillard 2010).  
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The issue, therefore, is less about infrastructure provision. It is about whether there will be a 
business case for retail service providers to provide services there. Part of the answer may come 
from both the impact of a national uniform wholesale price for access to the NBN, and another part 
from whether Government support is available for when the business case for providing services is 
not there (see discussion below on both affordability and paying the costs). 

3.4 Affordable services 
The mechanisms that ensured affordable services in the past will not fit into the new NBN 
environment.  

When Telstra had a monopoly over both the provision of infrastructure and basic services, it could 
easily cross subsidise the cost of proving services in rural and remote Australia with its profits from 
providing services in metropolitan areas. With the introduction of competition, services were kept 
affordable through price cap arrangements on Telstra. Because Telstra received contributions from 
industry for providing the USO to loss making areas, the Government could argue that it should 
then ensure that the price of telecommunications services to rural and remote Australians could be 
kept at an affordable level. 

The NBN will challenge those arrangements.  

In an NBN world, Telstra will be just one among many retail service providers, albeit most likely 
one of the largest. As with other service providers, it will now have to pay NBN for use of NBN’s 
access network to individual premises.  

Recognising that access to the NBN’s access network could be a substantial cost, particularly for 
retail service providers in rural and remote Australia. The Government therefore, announced that 
NBN Co would charge a uniform national wholesale price for access to the NBN (Gillard 2010). 
That is, the cost to wholesale or retail providers for access to the NBN Co network will be the same, 
regardless of the location of the provider. 

This should ensure that service providers outside of the metropolitan areas are not faced with 
significantly higher costs to access the NBN.  

Low income measures 

Affordability will, however, still be an issue for people on low incomes. Under Telstra’s licence 
conditions, it is required to have a program of low income measures that provide access to 
communications services for people who are on low incomes or unemployed. In the new NBN 
environment, it may make more regulatory sense to charge the proposed USO Co with 
responsibility for handling a low income measures program. 

3.5 Who should deliver it 
The USO has, in its many guises, always been expressed in terms of service provision. However, 
until the NBN, the USO provider has also been the provider of the underlying infrastructure.  

In the NBN environment, it will be NBN Co that is the monopoly provider of the access network. 
And it will be specifically prohibited from providing retail services to end users. Therefore, any 
universal service obligation in an NBN environment will need to deal with infrastructure provision 
separately from the provision of the required service. 

In a sense, the provider of universal infrastructure to all Australians, wherever they reside or carry 
on business, is already determined. That is, Government policy is already committed to the 
provision of infrastructure (fibre optic cable or wireless) to all Australians. NBN Co was established 
specifically to provide that infrastructure. To ensure that NBN Co continues to provide 
infrastructure to all Australians, it is recommended that the NBN Co Bill be amended to reflect that 
Government policy. Such amendments would include an additional objective to ensure the NBN 
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continues to provide broadband infrastructure to all Australians (National Broadband Network 
Companies Bill 2010:Clause 4) and a special carrier licence condition that requires the provision of 
such infrastructure (National Broadband Network Companies Bill 2010 Division 3). 

3.6 Who pays for it 
If the obligation to provide a communications service is split between infrastructure and service 
provision, the responsibility for payment for infrastructure and services should also be split. 

The Government has already announced it will spend up to $43 billion for the construction of NBN 
network infrastructure. The issue, therefore, is how — or indeed whether — to compensate a retail 
service provider or providers for the provision of a loss making service.  

If there is a levy of some sort, logically, it would not be large. The major cost — the cost of getting 
infrastructure into the more rural and remote areas of Australia — will have already been met by the 
Government funding of NBN Co. And with the announcement that the cost of access to the NBN 
will be on a uniform, national wholesale price, service providers in regional and rural Australia will 
be facing the same costs for interconnection. The only cost disadvantages, therefore, might be a 
smaller revenue base, smaller profit margins, possibly higher operating costs and perhaps higher 
costs for the provision, repair or replacement of equipment in those areas. 

One model for compensation might be based on USO levy models. Either the Government would 
determine the loss made in providing service to an area, or each service provider of a required 
service would file documentation to establish the level of loss incurred in providing a service. Either 
way, other retail service providers would then contribute to the amount of loss incurred, based on 
the existing eligible revenue model. 

A better model for ensuring services for loss making areas would be based on the Australian 
Broadband Guarantee Scheme. Under that model, the first step would be to define what service or 
services should be universally available, including both a detailed service description and price paid 
by the customer. A Government subsidy would be available for those areas where there is no 
business case for the provision of the required service(s). Retail Service Providers could then 
contribute to the subsidy, based on their eligible revenue. The advantage of this model is that there 
is still the possibility of consumer choice of service provider. It would allow different retail service 
providers to seek Government assistance for providing a service in the area or areas where that 
service provider wanted to operate. 

4. Conclusions 
There will always need to be Government policies directed towards ensuring that basic 
communications needs of all Australians are met. The last thirty five years have thrown up four 
different environments in which those basic communications needs are delivered — from 
Government monopoly to open competition. And in each of those models, the basic elements of the 
policy had to be spelled out: what is the nature of the service required, how will its accessibility and 
affordability be assured, who delivers and who pays 

The NBN environment challenges how those elements have been addressed. The way people 
communicate has significantly changed, and therefore, the nature of the service that is required has 
changed. Inherent cross subsidies in the provision of infrastructure and services by a vertically 
integrated provider are no longer available. The requirement to provide the infrastructure is 
necessarily separate from service provision, so new strategies for ensuring accessibility and 
affordability in a differently constructed competitive environment must be devised. With it, 
requirements for who provides and who pays must be rethought. 

What has not changed is the essentiality of communications in the lives of all Australians. 
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