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For people in rural and remote areas, postal services fulfil a vital part
of their communication needs. People in the bush rely on Australia
Post for personal communication, for the delivery of medical supplies,
and for the delivery of educational materials.
The focus of this inquiry is Australia Post's Community Service
Obligations (CSOs). Australia Post is required by law to deliver a
standard letter within Australia at a standard letter rate of 45 cents,
regardless of the costs incurred. The committee supports the need for
a standard letter rate.
Through the inquiry, the committee identified 80 000 delivery points
that did not even receive a once a week 'to the property' delivery. The
people in these areas live in some of the most remote regions in
Australia. At the moment, these people must travel to the local
community postal agency to collect their mail. The committee believes
that these people should be given the choice of whether they want to
continue receiving their post in this way or receive a once a week 'to
the property1 delivery.
Perhaps the most critical part of the report is about the method used
to pay for Australia Post's CSOs. Some of the evidence to the inquiry
suggested that budgetary payments should be used instead of the
current system of cross-subsidies. The committee rejects this proposal.
If cross-subsidies were removed then it is possible that, in the future,
people in rural and remote areas could have their services
downgraded.
The committee considered the introduction of a charter of
responsibilities for Australia Post. As the standards in the charter
apply to all postal users, the committee considers it is more
appropriate that the charter be the subject of a separate inquiry. This
would give a better opportunity for consultation and participation by
all postal customers.

xn

The conduct of the inquiry would not have been possible without the
help of the community and my colleagues. On behalf of the committee,
I want to thank the many people who made submissions and
participated in the public meetings and public hearings.
I wish to thank the members of the previous committee and my fellow
members of the current committee for their contribution to the work
of the inquiry. The committee expresses its appreciation of the work of
Stephen Boyd (inquiry secretary), Malcolm Aldons (committee
secretary) and June Murphy (committee officer).

Mark Vaile MP
Chairman
28 August 1996
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Terms of Reference
37th Parliament
... to conduct an inquiry into rural and remote letter delivery services,
having regard to the need to meet the Government's social objectives
of providing universal access to a letter service at a uniform rate of
postage and the role of postal services to reasonably meet the social,
industrial and commercial needs of those communities, with
particular reference to:
the need for and extent of Australia Post's
Community Service Obligations;
the costs and funding of these Community Service
Obligations given their size and Australia Post's
commercial obligations;
the capacity of Australia Post to maintain current
performance standards and options for increasing
those performance standards under section 28C of
the Australian Postal Corporation Act 1989 in those
communities; and
whether any further reduction in Australia Post's
reserved letter service at this stage would diminish
Australia Post's capacity to maintain and/or
increase its Community Service Obligations in
those communities.
As part of the Inquiry the Committee should consult with rural and
remote users on postal service requirements and should have regard
to the needs of specific community groups, such as Aboriginal and
Torres Strait Islander communities, pensioners, people with
disabilities and low income households.

XIV

... to conduct an inquiry into rural and remote letter delivery services,
having regard to the need to meet the Government's social objectives
of providing universal access to a letter service at a uniform rate of
postage and the role of postal services to meet reasonably the social,
industrial and commercial needs of those communities, with
particular reference to:
the need for and extent of Australia Post's
Community Service Obligations;
the costs and funding of these Community
Service Obligations given their size and
Australia Post's commercial obligations; and
the capacity of Australia Post to maintain
current performance standards and options for
increasing those performance standards under
section 28C of the Australian Postal
Corporation Act 1989 in those communities.
As part of the inquiry, the Committee should consider the
establishment of a Charter which sets out the responsibilities of
Australia Post in fulfilling its primary and secondary functions and in
complying with its statutory obligations. The objective of the charter
is to put in place minimum performance requirements that will satisfy
the postal needs of the Australian community into the next century
and actively encourage Australia Post to adopt world's best practice in
areas such as delivery times, the provision of retail services, mail
security and postal services to people in rural and remote areas.
The Committee should consult with rural and remote users on postal
service requirements and should have regard to the needs of specific
community groups, such as Aboriginal and Torres Strait Islander
communities, pensioners, people with disabilities and low income
households.

xv

ABS
ATSIC
Bradley Report
CEPU
CSOs
DCA
DSS
EPOS
FBCA
GBEs
GPOs
HORSCOATSIA
HORSCOTCI

ICPA
Mason Morris
Review
PAC
PC

POAs

Australian Bureau of Statistics
Aboriginal and Torres Strait Islander Commission
Bureau of Industry Economics (see PC)
Committee of Inquiry into the Monopoly Position
of the Australian Postal Corporation
Communications, Electrical and Plumbing Union
Community Postal Agencies
Community service obligations
Department of Communications and the Arts
Department of Finance
Department of Social Security
Electronic point of sale
Federal Bureau of Consumer Affairs
Fully distributed cost methodology
Government Business Enterprises
General Post Offices
House of Representatives Standing Committee on
Aboriginal and Torres Strait Islander Affairs
House of Representatives Standing Committee on
Transport, Communications and Infrastructure
Industry Commission (see PC)
Isolated Children's Parents' Association
Licensed Post Offices
Post Office Review 1986 [New Zealand]
Joint Statutory Committee on Public Accounts
Productivity Commission (comprised of Bureau of
Industry Economics, Economic Planning Advisory
Commission, and Industry Commission)
Post Office Agents
XVI

PC

Productivity Commission (comprised of Bureau of
Industry Economics, Economic Planning Advisory
Commission, and Industry Commission)
Post Office Agents
Post Office Agents Association Limited

RASS

Remote Air Service Subsidy
Royal Commission on Australian Government
Administration
Rate of return

SLAs

Statistical local areas

the Act

Australian Postal Corporation Act 1989

UBR

Urban Base Rate

Vernon Report

Report of the Commission of Inquiry into the
Australian Post Office (1974)
Prime Minister's Rural and Regional Taskforce
(1994)

Woods Report
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The committee recommends that:
Community polling
1

Australia Post conduct a polling exercise of the
remaining 80 000 delivery points without a 'to the
property' delivery. Those communities that vote for a
'to the property' delivery will foe provided with this
service, (paragraph 3.56)

Education, health and parcel services
2

in providing a 'to the property' delivery based on
recommendation 1, Australia Post first give priority
to households with students studying by distance
education or with people requiring a regular supply
of medicines, (paragrph 3.74)

Services for Aboriginal and Torres Strait Islander Communities
3

Australia Post provide community postal agencies to
the 51 Aboriginal communities, greater than 50km
from Australia Post retail facilities, identified in the
Culvenor and Associates Report;

4

Australia Post and the Aboriginal and Torres Strait
Islander Commission examine ATSIC's 1991 survey of
Community Housing and Infrastructure Needs.
Where a community is found to have a genuine need
for postal services, Australia Post provide this; and

5

Australia Post consult with the Aboriginal and Torres
Strait Islander Commission (ATSIC) and local
Aboriginal communities so that new services
incorporate access and equity principles and suit the
needs of the community, (paragraph 3.100)

XIX

The Retail Network

maintain adequate access to services. This should

7

Australia Post's annual report provide information on
the number of licensed post offices (LPOs) and
community postal agencies (CPAs) by urban, rural
and remote zone for each State, (paragraph 3.147)

The viability of Licensed Post Offices and Community Postal Agencies
8

Australia Post upgrade Licensed Post Offices or
Community Postal Agencies to include banking
services in cases where standard banking services in
a rural or remote community are closed. If necessary,
the cost of this service should be included as a
community service obligation; and
if necessary, document the problems of Licensed Post
Offices (LPOs) and Community Postal Agencies
(CPAs) licensees and direct these concerns to the
Minister for ameliorative action, (paragraph 3.178)

Budgetary payments versus cross-subsidisation
10

the current cross-subsidy provisions continue to be
as the most appropriate and administratively
ive means of paying for Australia Post's
the Government give an undertaking to rural and
remote Australia that it will not use budgetary
payments as a means of paying for Australia Post's
Community Service Obligations, (paragraph 4.49)

XX

Additional costs
12

Australia Post be subject to the same requirements,
as private sector companies, to protect heritage listed
buildings;
the cost of maintaining these
recognised through adjustment
Australia Post's assets; and

items
in the value

service obligations (CSOs). Where operations are
considered to be CSOs, these should be recognised.
Australia Post should be permitted to treat these in a
commercial sense provided that they do not in any
way reduce the legislated CSOs. (paragraph 4.70)
Performance measures
15

Australia

Post and

the

Steering

Committee on

Trading Enterprises develop performance standards
for inclusion in the Australian Postal Corporation
Regulations. The performance standards will contain
a range of financial and non-financial indicators;
16

the Auditor-General, in addition to the powers set out
in section 28D of the Australian Postal Corporation
Act 1989, be given the power to comment on
Australia Post;

17

summaries of the Auditor-General's performance
audit report into Australia Post's compliance with
performance standards and Australia Post's service
improvement plans should be reproduced, in
Australia Post's Annual Report in the financial year

XXI

18

the initiative proposed in recommendation 3 be
included as a new performance target in Australia
Post's Corporate Plan, (paragraph 5.38)

Australia Post's rate of return
19
the Department of Finance examine and advise
government about the appropriateness of Australia
Post's practice of adding in the cost of community
service obligations (CSOs) to arrive at a rate of return
figure, (paragraph 5.46)
Charter of responsibilities
20
the Minister for Communications and the Arts refer
to the committee a new inquiry to examine the issues
relevant to a charter of responsibilities for Australia
Post. The inquiry should ensure that postal users in
urban, rural and remote areas are given the
opportunity to contribute, (paragraph 6.24)

xxn

1.1
On 29 March 1995, the then Minister for Communications
and the Arts, the Hon Michael Lee, MP, referred to the House of
Representatives Standing Committee on Transport, Communications
and Infrastructure terms of reference for an inquiry into Australia
Post's rural and remote letter delivery services.
1.2
This reference fulfilled the then Government's commitment
to give all Australians a say in what they want from their postal
service. When the Australian Postal Corporation Amendment Bill
1994 was introduced to the Parliament, the then Parliamentary
Secretary to the Minister for Defence, advised that 'Australia Post's
services to rural and remote communities will be subject to a
parliamentary review conducted once during the life of each
parliament' (Australia, House of Representatives (Debates),
9 November 1994, p.2968),
1.3
The committee had not reported when the House of
Representatives was dissolved on 29 January 1996. The reference
was reappointed by the Minister for Communications and the Arts,
Senator the Hon Richard Alston, by letter of 14 June 1996 to the
House of Representatives Standing Committee on Communications,
Transport and Microeconomic Reform.
1.4
The new terms of reference omitted the requirement for the
committee to examine whether any further reduction in Australia
Post's reserved letter service would diminish Australia Post's
capacity to maintain and/or increase its Community Service
Obligations (CSOs) to rural and remote communities. The new terms
of reference, however, included a new part on the development of a
charter of responsibilities for Australia Post.

1.5
The focus of the inquiry is Australia Post's community
service obligations. A community service obligation arises when a
government specifically requires a public enterprise to carry out
activities relating to outputs or inputs which it would not elect to do
on a commercial basis. Australia Post's community service obligation
is to provide, to all Australians wherever they reside, universal
access to a letter service at a uniform rate of postage, currently
45 cents. Australia Post has a level of reserved letter service
protection, set at four times the standard letter rate, from which
revenue is used to pay for the delivery of its community service
obligations.

1.6
Over 70 percent of Australia's population reside in urban
areas, 26 percent in rural areas and three percent, or fewer than
200 000 households, live in remote areas. Slightly more than
85 percent of Australia is officially classified as remote. More than
99 percent of the country is classified as rural and remote.
1.7
These figures are used by Australia Post and based on a
metropolitan, rural and remote area classification developed and
approved by the Department of Primary Industries and Energy and
the Department of Human Services and Health. The classification
system uses a 'remoteness index', which takes into account the areas'
population density and its distance from specified-sized urban
centres. Under this classification system:
Metropolitan areas comprise capital cities and
other metropolitan centres with urban
population centres of 100 000 or more, such as
Geelong, Canberra, Queanbeyan, Gold Coast
Tweed Heads, Newcastle and Wollongong.

Rural zones are all statistical local areas
(SLAs) with a remoteness index of up to 10.5.
They comprise three categories: large rural
centres with populations between 25 000 and
99 999, such as Albury Wodonga, Ballarat,
Bendigo and Cairns; small rural centres with
populations of 10 000 to 24 999, such as
Armidale, Morwell, Broken Hill, Coffs Harbour;
and other rural centres with populations of
more than 10 000, such as Corowa, Benalla,
Huon and Ulverstone.
All remote zones have SLAs with a
remoteness index of more than 10.5. They
comprise remote centres with populations
between 5 000 and 9 999 people, such as
Broome, Alice Springs, Mt Isa, Bowen and
other remote areas with populations of up to
5 000, such as Walget, Kaniva, Tanami and
Tennant Creek.
1.8
Figures from the Australian Bureau of Statistics also have
been used. These figures show that at the 1991 census, Australia's
urban population accounted for about 85 percent of the population.
In addition, census figures show that the rural population had been
slowly growing since 1976 when the rural population formed 13.9
percent of the population. At the 1991 census, this figure had moved
up to 14.6 percent.
1.9
The population density in remote Australia is fewer than one
person per square kilometre, making outback Australia one of the
least densely populated places in the world.
1.10 Against this geographic setting, and with the needs of rural
and remote communities taking priority, the committee examined
Australia Post and its capacity to maintain and/or increase its
community service obligations to these communities.

1.11 For the purpose of the inquiry and under standing order 28B,
paragraph (c), Mr Paul Neville, MP and Mr Harry Woods, MP, joined
the committee.
1.12 The inquiry was advertised nationally on 8 April 1995 in the
Weekend Australian and invited submissions from interested persons
and organisations. In addition, the committee wrote to government
agencies and State Governments seeking submissions.
1.13 Over 240 submissions were received and these are listed at
Appendix One. The submissions came from individuals, nongovernment organisations, State Governments and Commonwealth
agencies. Submissions from individuals often raised issues about
local matters such as delivery frequency and mailing times. As the
submissions were authorised for publication, Australia Post
responded to, and sought to resolve, complaints raised in the
submissions. The committee also received eleven exhibits which are
listed at Appendix Two.
1.14 At the commencement of the inquiry, the committee, of the
37th Parliament, received a briefing from Australia Post on its
operations and provision of services to people in rural and remote
areas.
Public meetings
1.15 In order to seek the views of people in rural and remote
areas, the committee, of the 37th Parliament, held a series of public
meetings. The meetings were normally of two hours duration and
were conducted in Horsham, Mildura, Broken Hill, Armidale,
Grafton, Kingaroy, Mount Isa, Tennant Creek, Yuendumu, Alice
Springs, Leigh Creek, Broome, Nullagine, Geraldton, Albany and
Leonora.

1.16 Representatives of Australia Post, and the Communications,
Electrical and Plumbing Union attended the public meetings and
assisted in the debates by providing information on Australia Post's
operations, level of services and human resource issues.
1.17 In conjunction with the public meetings, the committee
organised to have meetings with representative groups and
inspections of Australia Post facilities. At Broken Hill, the committee
inspected, and received advice from representatives of, the School of
the Air. At Alice Springs, representatives of the Isolated Children's
Parents' Association briefed the committee.
1.18 In order to increase representation from the Aboriginal and
Torres Strait Islander community, the committee had meetings with
representatives of the Aboriginal and Torres Strait Islander
Commission in Tennant Creek and representatives of the Central
Land Council in Alice Springs.
1.19 During the visits to rural and remote communities, the
committee inspected and observed the operations of Post Offices in
Broken Hill, Armidale and Albany.
1.20 The committee would like to place on record its appreciation
for the support provided by the then Minister for Defence, Senator
the Hon Robert Ray, for giving approval for the committee to use the
VIP aircraft service. Through this service, the committee maximised
its use of time and visited a wide range of rural and regional centres.
1.21 Evidence was taken at public hearings in Canberra during
September and October 1995. A list of witnesses who gave evidence
at those hearings is provided at Appendix Three.
1.22 Copies of the transcripts of evidence from the public
hearings, volumes of submissions and exhibits are available from the
committee secretariat and for inspection at the National Library of
Australia.

1.23 As the majority of evidence for the inquiry was collected
during the 37th Parliament, the new committee did not consider it
necessary to re-advertise the new terms of reference. As such, the
terms of reference were announced through a press release and
distributed by direct mailing.
1.24 The committee received a briefing from Australia Post on its
operations and new issues arising since the start of the inquiry in
the 37th Parliament such as the development of a charter of
responsibilities.
1.25 In order to collect evidence on the term of reference relating
to the charter of responsibilities, the committee conducted a public
hearing in Melbourne in July 1996.

1.26 Chapter Two gives a brief overview of Australia Post's
history, major reforms and its current operations. Particular
discussion is given to the changes arising from Australia Post
becoming a government business enterprise in 1989 and reductions
to its reserved letter service, on 1 January 1995.
1.27 Chapter Three examines the need for and extent of Australia
Post's community service obligations (CSOs). In particular, delivery
frequency standards are assessed and attention is given to
approximately 80 000 households which do not have a delivery
service. The feasibility of extending Australia Post's CSOs to include
education, health and parcel services is discussed. In addition, the
committee examines ways and means of improving postal services
for Aboriginal and Torres Strait Islander communities. In addition,
Chapter Three discusses Australia Post's services to the community
focusing on mail contractors and the operation, viability and
community importance of Licensed Post Offices (LPOs). Operators of
LPOs raised concerns, at the public meetings, about their viability if
they lost agency services or Australia Post was exposed to further
competition.

1.28 While Chapter Three shows that there is a need for CSOs,
Chapter Four focuses on the costs and methods of funding Australia
Post's CSOs. CSOs can be funded through direct budgetary
payments or, as is the case with Australia Post, through crosssubsidy provisions. The various methods of calculating a dollar value
of CSOs is also examined. In addition, this chapter compares the
legislative definition, and community perceptions, of CSOs.
1.29
Chapter Five discusses the need for, and development of,
effective financial and non-financial performance measures to
monitor Australia Post's performance. In particular, performance
measures proposed will help to assess the effectiveness of Australia
Post in delivering its CSOs.
1.30
Chapter Six considers the need for a charter of
responsibilities for Australia Post. The discussion first looks at the
purpose of charters and their growing use in guiding the delivery of
government services.
1.31 Chapter Seven assesses the appropriateness, efficiency and
effectiveness of the Remote Air Service Subsidy (RASS) Scheme. This
scheme is operated by the Department of Transport and Regional
Development.
1.32
Chapter Eight addresses future issues. These include the
imminent review of Australia Post's reserved services as part of the
Competition Principles Agreement. As the committee has
commented on the need for and extent of Australia Post's CSOs it is
necessary to comment on Australia Post's future operating
environment. Increasing competition and the growth of
communication technologies will have an impact on how Australia's
future postal services are delivered.

2.1
Australia Post has been the subject of numerous inquiries,
the first in 1910 and the most recent by the Industry Commission in
1992. In the more recent inquiries, the major issue was Australia
Post's efficiency and effectiveness under its monopoly status. In
1982, the Bradley Report recommended that the then Australia
Postal Commission's monopoly continue with some minor changes
(Bradley 1982, p.77). In 1992, the Industry Commission also
examined Australia Post's monopoly status but failed to convince the
Government to have it removed.
2.2
Through its history, Australia Post has experienced
organisational and legislative change. One of the most significant
changes occurred with the introduction of the Australian Postal
Communication Act 1989 (the Act). The Australian Postal
Commission was renamed the Australian Postal Corporation.
Australia Post remained as a statutory corporation but gained a
separate Board of Directors and removal from day to day ministerial
control. This process of commercialisation aimed to bring Australia
Post more into line with private sector competitors and subject it to
the disciplines of the marketplace.
2.3
While Australia Post is a government business enterprise
with commercial objectives, the Government has legislated that it
will provide a minimum level of service which is defined under its
community service obligations in section 27 of the Act. In return,
certain postal services, provided for under section 29 of the Act, are
reserved to Australia Post. Australia Post cross-subsidises the less
profitable areas of its network.
2.4
Australia Post's financial performance since 1989 has been
favourable. In 1989-90, the Government received a dividend of
$1 million from Australia Post increasing to $120 million in 1994-95.

2.5
The first postal service in Australia originated in Sydney in
1809. Following this, postal services were developed in each of the
States until 1 March 1901. At this time, the administration of all
postal and telegraphic services came under the jurisdiction of the
Commonwealth Government. Section 69 of the Constitution provides
for the transfer of certain public services, including posts, telegraphs
and telephones, in each State to transfer to the Commonwealth.
Section 51(v) of the Constitution gives the Parliament of the
Commonwealth of Australia the power to make laws with regard to
'Postal, telegraphic, telephonic and other like services'.
2.6
The amalgamation of the various State postal services into
one organisation proved a difficult exercise. Accordingly, the
Commonwealth Government, in 1908, established a Royal
Commission to inquire into and report on the postal, telegraphic and
telephonic services of the Commonwealth. The inquiry examined
management, finance and organisation of the postal and telegraphic
services. In addition, the inquiry examined the extension of services
into rural and remote areas of the country.
2.7
Australia Post's monopoly was originally provided for under
section 98 of the Post and Telegraphic Act 1901. The PostmasterGeneral's Department was granted reserved services protection to
carry all letters weighing up to one pound (500 grams) (Industry
Commission 1992, p.25).
2.8
The monopoly provisions were similar to arrangements
introduced in Britain in 1837. Reforms of the British postal system
in 1837, proposed by Roland Hill, included the introduction of a
uniform postage rate for letters irrespective of the distance between
the place of posting and the place of delivery. Hill considered it was
more efficient to have a uniform price as previously 'there were
intricate charging scales and these tended to inflate operating costs
because of the number of officials needed to apply those charges'
(Bradley 1982, p.38).
2.9
One of the important decisions stemming from the 1908-10
Royal Commission was the introduction of 'penny postage' which was
introduced as a uniform letter rate throughout the Commonwealth.
10

