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This report arose out of a decision by the Expenditure
Committee to examine Telecom's Zonal Charging Policies in
February 1984. The Committee thanks the 67 individuals and
organisations who made submissions to the Inquiry and the
witnesses who gave evidence at public hearings in Sydney,
Melbourne, Brisbane? Perth, Canberra, Penrith (NSW) and
Mornington (VIC).

We would like to acknowledge the co-operatiun of the
Australian Telecommunications Commission. We were particularly
grateful for the assistance of Mr Keith West, Manager, Trunk
Network Services, who was made available by the Commission to
assist the Inquiry.

As Sub-committee Chairman I would like to thank my
fellow Committee members who made time available to fit in with
their busy schedules. Thanks are also due to the Inquiry staff
who worked long hours ana displayed a professional enthusiasm in
the preparation of the report.

I am particularly grateful to Ross Jamea? who was
seconded from the Department of Communications to the Committee
for the duration of the Inquiry.

The Committee appreciated the co-operation of Garth
Simmons, Allan Klason and other members of the Statistics Group,
Department of the Parliamentary Library, and Mr C Veenstra and
his staff in the Division of National Mapping, Department of
Resources and Energy, for their assistance in the preparation of
the maps.

I believe that this report will make an important
contribution to the development of a more responsive attitude by
the Australian Telecommunications Commission to the needs of the
Australian community. The report highlights the inadequate
response by the Commission to population growth and distribution
since the 1960's, Implementation of the Committee's
recommendations would make a substantial improvement in Telecom's
responsiveness to community needs.

Ross Free
Sub-committee Chairman
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LIST OF RECOMMENDATIONS

.Recommendation 1:

E.x.tgn.di.ng capital, city local call,,,gqnes [Para 5.22]

Telecom's zonal charging policies should be

restructured to take account of rapid population growth

in outer metropolitan areas and to ensure that people

in these areas have greater local call access to

capital city zones and major regional service centres.

Telecom should extend outer metropolitan local calling

areas for the zones adjoining all State capital cities.

This could be achieved by expanding existing outer

metropolitan zones to take in high growth areas or by

reducing the size of inner city zones to allow extended

local call access to a wider community of interest.

Recommendation 2:

.L.qcal call access for particular areas [Para 5.63]

Telecom should give urgent attention in Sydney,

Melbourne, Brisbane and Perth to extending local call

access for outer areas which are logically part of the

metropolitan area. Early action should be taken in

areas including:

Penrith/Sydney (NSW)

Beaudesert/Brisbane (QLD)

Mornington Peninsula/Melbourne (VIC)

Rockingham/Perth (WA)



[Para 5.

Reduced rates should be granted to those subscribers

adjacent to local call zones. These reduced rates

should reduce the differential between those inside and

outside extended local call zones.

[Para 5.69]

Telecom should reduce charges for short distance calls

up to 50 kms to recognise changes in community of

interest.

[Para 5.713

Telecom shoula review its charging policies for

provincial cities.

[Para 5.713

Telecom should extend local call zones for provincial

cities with high population growth, e.g. Gosford/Wyong,

Sunshine Coast, Gold Coast.



Re c gram e n da t ip n _Zi,

^ [Para

5.72]

Telecom should reduce rates for provincial cities wnose

growtn and development is closely linked with adjacent

capital cicies, e.g. Woilongong, Geelong.

T i m e d_lo c a i_c a 1.1 S [Para 5.95]

The Committee does not favour the introduction of timed

local calls.

[Para 5.107]

All costs associated with the extension of local call

zones should be financed from Telecom's internal

sources. There are a number of funding options

available including:

rearrangement of capital spending priorities

- increased rental/service fees

increased local call rates

review of STD rate reductions

RecpmmengtatijLpn.,.,3.Q.;,

[ Pa ra 5.121]

Telecom should continue to accept its responsibility

for subsidising loss-making activities, e.g. rural

services. Cross-subsidisation is consistent with

Telecom's social obligations to the community and

should be maintained.



Recommendation. 11:

[Para 5.126]

Telecom should review its cost allocation procedures so

that its profits and losses on individual services can

be more clearly identified. Profit and loss information

on individual services should be provided in Telecom

Annual Reports.

Para 5.141

In modifying its charging policies, Telecom should give

a high priority to simplifying the charging

arrangements to improve customer understanding.

5.146]

The existing 5 charge steps for STD calls should be

reduced to reflect the declining importance of distance

in the provision of telecommunications services.

[Para 5.153]

Telecom should simplify the STD rate structure by

having fewer scales with discounts applied in

accordance with traffic loading over the hours of the

day and the days of the week to encourage better usage

of the network.



Servj.ce. fees and rentals [Para 5.162]

Telecom should introduce the concept of a service fee

to replace the term 'rental8. The term, 'service fee',

would more accurately reflect that rentals/service fees

are designed to cover service and access costs in

addition to rental of telephone apparatus.

Recommendation 16;

Directory areas [Para 5.165]

Telecom should simplify its existing range of

directories by amalgamating outer metropolitan

directories and grouping directory areas in accordance

with communities of interest.

Directory entries [Para 5.169]

Where Telecom's zonal boundaries divide a suburb

telephone subscribers in that suburb should be included

in the directories for both zones free of charge.

Recommendation 18;

[Para 5.175)

Telecom should devote more resources to accelerating

the introduction of systems which provide itemised

accounts.



Recommendation 19:

Complaints handling [Para 5.190]

Telecom should establish a Complaints Bureau in each

State to handle and effectively respond to customer

problems with its charging policies and difficulties

with the provision of telecommunications services. The

Complaints Bureau should be clearly identified in the

telephone book.

Recommendation 20:

Information on.,,,zonal boundaries, [Para 5.193]

Copies of the zonal arrangements should be available at

each xelecom District Office and information on zonal

boundaries should be available to the public on

request. Abridged versions of this information should

be provided in each telephone directory.

Recommendation 21:

In.fQrmation on STD charging rates [Para 5.197]

Simplified information on the costs of calls between

STD zones should be included in telephone directories.

Recommendation 22:

Telecom's social research [Para 5.198]

Telecom should undertake more research in the social

field to improve its responsiveness to social

developments and social concerns should play a greater

role in Telecom1s decision-making process.



XOty. [Para 5.205]

Telecom should take the opportunity of Prices

Surveillance Authority reviews of its standard

telephone charges to re-examine its charging policies

and to inform the community of the basis for its

existing charging policies. This information should be

made available to the public notwithstanding that

notification to the PSA does not result in a public

inquiry by that body.





1.1 On 7 February 1984 the House of Representatives

Standing Committee on Expenditure resolved to inquire into

Telecom's zonal charging policies.

1.2 The terms of reference of the inquiry were as follows;

To inquire into and report on:

1) Telecom's charging policies in
capital and provincial city areas;

2) the rationale for the establishment
of the existing pattern of charging
zones;

3) the extent and distribution of
population growth in metropolitan
and provincial areas since the
existing charging zones were
established;

4) the adequacy of Telecom's response
to these patterns of growth;

5) the social and economic consequences
of (4) above;

6) appropriate action to ameliorate any
adverse social and economic
consequences; and

7) other matters as the Committee
decides in the course of the
inquiry.



1.3 The Committee decided to focus on the existing charging

policies covering 26 selected capital and larger provincial

cities* These areas were selected on the basis that the

population in each selected city approximated to a minimum of

50,000 people. It was recognised that there are other large

conurbations which are close to 50,00 0. The selected cities

include approximately 74% of Australia's population.

26 capital and provincial cities are set out below

in Table 1.1

OF 50 000 AND ABOVE

VIC

SA

NT

Sydney
Gosford/Wyong
Newcastle
Wollongong
Albury/Wodonga
Bathurst/Orange
Wagga Wagga

Melbourne
Geelong
Ballarat
Bendigo

Adelaide

Darwin

QLD

TAS

WA

ACT

Brisbane
Rockhampton
Mackay
Townsville
Cairns
Toowoomba
Gold Coast
Sunshine Coast

Hobart
Launceston
Burnie/
Devonport

Perth

Canberra

1.5 Charging policies for metropolitan and provincial

cities cannot be viewed in isolation from those for the rural

community. The Committee therefore took the opportunity in the

course of the public hearings to invite representatives from

rural organisations to present their views.

1.6 At a later stage it is the Committee's intention to

examine Telecom's charging policies in relation to other urban

centres and rural areas.



1.7 Telecom's existing charging policies essentially derive

from the Community Telephone Plan of 1960. Since 1960 there have

been a series of reviews and major modifications to the zonai

charging policies with the introduction of two schemes

Community Access 80 and Countrywide Calling. These are described

in more detail in Chapter 2.

1.8 The 1960 Plan established a charging zone policy that

was designed to reconcile a number of objectives including

community of interest, equity, cost and engineering

practicability. The Committee's aim has been to examine these

objectives and to identify whether the policies that were

established by Telecom in 1960 are necessarily appropriate for

the 1980[s.

1.9 Many representations to Telecom and to the Government

have been made over the years seeking adjustments to the charging

policies and the charging zone boundaries suggesting that the

charging policies should be changed to reflect changing community

and demographic patterns.

1.10 In its submission to the inquiry, Telecom pointed out

that any examination of its zonal charging policies needs to be

considered in the light of its Australia-wide responsibility to

provide world standard national services at affordable prices.

Telecom's view is that it neeas to be able to balance its charges

across ail its activities so as to ensure that all Australians

have access to a reliable telephone service at a reasonable cost.

1.11 The Committee has taken into account the need to view

Telecom's zonal charging policies within the context of its

overall pricing policies. Telecom's approach to any changes to

the zonal charging policies should be seen to be consistent with

Telecom's charter to 'best meet the social, industrial and

commercial needs of the Australian community'.f1)



1.12 In response to its terms of reference, the Committee

has sought to evaluate the adequacy and the social and economic

consequences of Telecom's response to changes in community and

demographic developments and to suggest appropriate action to

ameliorate any adverse consciences.

1.13 Telecom's charging policies affect all sections of the

community. Population growth and distribution has had a

particular impact on residential subscribers. For this reason the

Committee has focussed on residential subscribers and has not

dealt with Telecom's charging policies for business services sucn

as charges for leased lines, data transmission, videotex and

other telecommunications services.

1.14 Telecom's charging policies for basic telephone

services do of course impact on business subscribers. The

Committee has examined issues related to the provision of basic

telephone services, such as STD rates, which will also affect the

business community.

1.15 Many of those living in outer suburban areas and rural

areas are almost entirely dependant on the telephone for personal

contact. High telephone charges can serve as an impediment to

what many would regard as an essential community need - the right

to communicate.

1.16 In addition telephone charging arrangements affect the

Government's economic policy objectives. For example. Governments

at all levels have introduced a number of measures designed to

reduce the existing high levels of unemployment. Submissions to

the Committee indicated that expensive telephone calls to

potential employers are an added burden for job seekers. Business

representatives have also argued that telephone costs affect

competitiveness and serve to prevent decentralisation of

industry.



1.17 Telecom has a statutory obligation to respond to the

social, industrial and commercial needs of the Australian people.

The community demands a high degree of social responsiveness from

the nation's largest publicly owned enterprise. Telecom has not

been sufficiently responsive to the needs of the Australian

community in the 1980's.

1.18 Consequently the Committee has made recommendations

designed to promote Telecom charging policies which are

equitable, consistent with Telecom's statutory obligations and

adequately respond to community needs.



CHAPTER 2

TELECOM'S CHARGING POLICIES IK CAPITAL AMD PROVINCIAL

Community Telephone Plan

2.1 The origin of the existing pattern of charging zones

was the Community Telephone Plan of 1960. (U In August 1959 the

then Postmaster-General, Hon. C.W. Davidson, OBE, MP, tabled a

document entitled 'Progress - Policy - Plans"(2) which outlined

communication problems in Australia and long term policies for

the development of the telephone, telegraph and postal systems.

This 195 9 review led to the Community Telephone Plan which was

introduced on 1 May 1960.

2.2 The Community Telephone Plan outlined new numbering,

charging and switching plans which were required to enable trie

national telephone system to be automated. The country was

divided up into zones, each about 384km2 with none less than

192Km2 nor more than 576km2. Each zone was designed to include

wherever possible exchanges with a high community of interest.

2.3 Capital city zone boundaries are 24kms radial from the

GPO for Sydney and Melbourne, and 16kms in Brisbane, Adelaide,

Perth and Hobar.t. The zones adjoining these extend a further

16kms. Exchanges are grouped into charging zones ana charging

zones grouped into charging districts. Community of interest has

had a strong influence in determining charging zones and

districts.



2.4 Local call access was provided between exchanges in the

same ana adjoining zones, i.e. extended local call service areas

{ELSA) were established. Trunk rates were to apply on all other

calls.

2.5 A diagram illustrating the principles for calls between

zones is set out at Figure 2.1<3)

FIGURE 2.1 CALL CHARGING PRINCIPLES

LOCAL CHANGING

Exchanges -Tf grouped to form
zones. Calls within a zone and
to adjacent zones ace treated
as local calls .

Shows the local
call, range fror
subscribers in the
shaded zone•

TRUNK CHARGING

ZONE BASIS

d i s t r i c t s . Calls (other than
local calls) within a d i s t r i c t
or to adjacent d i s t r i c t s are
charged at trunk rates based
on the distance between zone
centres.

———-~ Shows the range
of trunk calls
from the shaded
zone wh ich will
be charged on
this basis.

TRUNK CHARGING ON

DISTRICT BASIS

Calls between dis t r ic ts which
are not adjacent are charged e
trunk rates based on the
distance between d is t r ic t
centres.

———— Shows where d is t r ic t
to dis t r ic t charging
commences for calls
from the shaded
dis t r ic t .

Source: Community Telephone
Flan I960



2.6 Tne essence of the call charging scheme then is that

calls within a zone and between adjacent zones are charged at

local rates, wnere calls cross two zonal ooundaries they are

charged at trunk rates dependent on distance.

2.7 Since 1960 there has been continuing review by Telecom

of all zoning arrangements. Two ma3or reviews have led to

modifications of the Community Telephone Plan. The first, which

arose out of the 1979 review r lea to what is known as the

Community Access 80 Scheme ana the second in 1983 led to

Countrywide Calling.

Community Access 80 (4)

2.8 The 1979 review came to the roliowing conclusions:

the existing zoning and charging scheme was
essentially sound and suitable

some modifications were necessary to
boundaries

to meet changing needs two new concepts
should be developed as an overlay to the
basic zoning and charging trameworK.

2.9 The first of these concepts was the introduction in May

1980 of a Community Call at a rate between a local call and STD

trunk rates. This is presently 15 cents for a 3 minute call. The

Community Call providea cheaper calls for those just outsiae

local call zone boundaries:

to meet community needs for communications
from rural properties and small towns to a
service town providing a reasonable range
of services in those cases where an untimea
local call was not available

to provide a low cost link between newly
developed outer urban areas (adjoining the
present outer metropolitan telephone zones)
ano their parent capital cities.



2.10 The second concept was the introduction of a ceiling on

the price of STD calls within a charging district and another

ceiling on the price of STD calls between adjoining districts.

This was designed to recognise the great distances that separate

communities in much of rural Australia. In addition, the May 1980

revisions provided for the combination of tne 325km-485km and

485km-645km cnarging rates with tne whole distance step

chargeable at the lower rates.

2.11 In ertect, the zoning and charging rates under

Community Access 80 established 3 types of calls:

(i)

if local call access was not given
between a zone and the zone containing
its service town, then community call
access was given

in metropolitan areas the community
call access involves calling between
the central metropolitan zone and eacn
zone adjoining the outer metropolitan
zones (see maps for Sydney and
Melbourne) [Figures 2.2 and 2.3]

(ii) a disixiStt—sail provided the application of
a specified maximum charging rate for
telephone calls within a telephone district

(iii) a £eaignsi_ca_ii provided the application of
a specified maximum charging rate for
telephone calls oetween zones in adjacent
telepnone districts

2.12 A number of criteria were established for service

towns. These included:

access to domestic services such as doctor,
nospital, baker;

access to business services such as banks,
post offices;

reasonable physical access; and

evidence of community of interest.



FIGURE 2.2 COMMUNITY GALLING - SYDNEY

Sngadine
"Campbelltoun

Community Calling Area

SOURCE: Telecom Submission p.23
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\ ^ Hurst.br idge;

Bannockburr>

• * * * . ,

Community Calling
SOURCE.: Telecom Submission



2.13 For outer metropolitan areas community calls were

introduced providing access both ways between subscribers in

outer metropolitan and city areas. Community call access was

provided to and from the central zone for all subscribers in each

zone adjoining outer metropolitan zones.

2.14 Following a further review, Telecom instituted a scheme

on I October 1983 which extended the principle o£ Community

Access 80. The scheme was directed towards people living m

outback and sparsely populated areas ana was known as Countrywide

Calling. It resulted in larger and fewer charging areas (access

was provided to a minimum of 500 customers for a low call fee)

ana was designed to provide modern automatic services in remote

areas within a reasonable time period.

2.15

zones:

Call charging principles were established for extended

calls between customers within an extended
zone are charged at 15 cents for 3 minutes.
However calls between customers within a
32km radial area of an automatic exchange
are charged at the local call rate;

calls between all customers of a manual
exchange are charged at the local call
rate;

calls between an extended zone ana an
adjoining zone are charged at a maximum of
60 cents tor 3 minutes;

calls between an extended zone and a zone
in which the designated service town for
the extended zone is located are charged at
15 cents for 3 minutes;

calls between an extended zone and a
non-adjoining zone within the same charging
district are charged at a rate not
exceeding $1 for 3 minutes;

calls between an extended zone and a
non-aajoining zone within an adjoining
charging district are charged at a rate not
exceeding $1.50 for 3 minutes; and

12



calls between the extended zone and any
zone in a non-adjoining charging district
are charged at a rate applicable to the
radial distance applying between the
district centres.

2.16 A map of the Countrywide Calling zones is set out in

Figure 2.4.

2.17 Telecom's charging rates are based on distance and

time. As a result of technological developments such as improved

transmission systems - optical ribres, microwave and coaxial

cables, the importance of distance has declined.

2.18 Telecom has passed on some of the benefits of improved

technology by progressively reducing STD charges and eliminating

distance steps. This is consistent with Telecom's objective to

price its services more closely to cost.

2.19 Table 2.1 sets out movements in Telecom prices. Telecom

notes that even though there have been reductions in STD rates

long distance calls remain priced substantially above cost and

short distance calls are priced below cost.

13



StateBour-:-:--.

Extended/

V J

: denotes Countrywide Calling Areas.

( i
denotes standard zone areas.

Figure 2.4

COUNTRYWIDE CALLING

SOURCE: Telecom Submission p.30



2.1

TELECOM PRICES % PRICE INCREASES

JUNE SEPT JUNE MARCH 1960- 1975- 1982- 1975-
1960 1975 1982 1984 1975 1982 1984 1984

Consumer
Price Index

Business
Rental

Non-Business
Rental

Local Call
Fee

Ave 3 min
Trunk Call

87.3

$33.00

$26.50

3.3c

.64c

181.6

$120.00

$85.00

.09c

$1.16

359

$158

95

$1

.8

.00

.00

.12c

.02

411

$190

$115

.8

.00

.00

,15c

.90c

108

264

221

173

81

98

32

12

33

-12

14

20

21

25

-12

127

58

35

67

-22

Source: Telecom submission p.36
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