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Mr. Sean Riordan 
Acting Director 
Telecommunications Regulatory 
Australian Competition and Consumer Commission 
GPO Box 520J 
Melbourne   VIC   3001 
 
9 December 2004 
 
Dear Mr Riordan, 
 
 

Re: Draft Report on Review of Telstra’s Price Control Arrangements 
 
Thank you for providing the opportunity to comment on the Commission’s draft 
report on the Review of Telstra’s Price Control Arrangements discussion paper.  
 
CTN is pleased that the need to contain unwarranted price rises for residential 
line rental has been implicitly recognised in the Commission’s Review, and is 
being addressed by recommending that the current price control regime be 
retained and improved. 
 
CTN concurs with the Commission that not all consumers have benefited under 
the current price control arrangements and that there needs to be careful 
consideration given to ensure the needs of these consumers are better 
addressed in the future. We would like to re-iterate the need for further research 
in this area to quantify the real effect of “rebalancing” on residential consumers. 
 
As our original submission suggested, consumers will most likely spend their 
discretionary income on other telecommunications products, but the basic 
services must be affordable for all. We are pleased to find the ACCC has been 
able to incorporate CTN’s points into its position, and hope the Commission 
maintains the consumer protection sentiments expressed in the Draft Report.  
 
 

    



The following comments address the issues the Commission indicated it was still 
in the process of considering, and some other issues CTN believes must be 
addressed.  
 

Business services exclusion from price-cap regulation  
CTN is primarily concerned with the protection of the needs of residential consumers 
but we also have small business constituents. Increasingly we are finding small 
businesses are included into the definitions of what constitutes a consumer, for 
example in the ACIF Consumer Contract Code. CTN would support the extension of 
the price cap regime to cover small business. 
 
National long-distance calls and international calls should be excluded from price-
cap regulation. 
CTN understands that the pricing of international calls is dependent in part on 
termination rates charged by international carriers and recognise that competition is 
sufficiently robust that such calls do not belong in the price-capping regime. That 
national long-distance calls will remain competitively priced is by no means 
guaranteed.  The existence of a second network is of some reassurance, but CTN 
would like the Commission to monitor changes in the pricing of national calls to 
ensure consumers are not being charged excessively. CTN would support the 
withdrawal of international and national calls from the current price cap baskets as 
we believe their inclusion can lead to a misrepresentation of real price reductions. 
 
Applying Line Rental price controls 
CTN strongly believes that all Telstra line rental price changes- including any 
“restructures”- should be approved in advance by the Commission ensuring that 
there is also consultation with consumer groups. This is particularly important given 
the probability that all Telstra pricing decisions are firmly on the managerial agenda 
in light of the need to boost share prices prior to privatisation. It is absolutely crucial 
that no price rises are allowed without external appraisal and approval. Applying 
price controls to only the most basic local access products i.e. - HomeLine Part and 
BusinessLine Part.- protects some, but not necessarily the most, vulnerable 
consumers. This is a fundamentally inequitable approach to regulation and will not 
provide protection to a great number of consumers. In fact CTN members have 
discussed the benefit of extending price controls further than just to Telstra and we 
will continue to consider the implications of such a proposal.  
 
Local call cap  
CTN believes that 22 cents per local call is an inflated price and the effects of 
“rebalancing” should have resulted in lower prices. Accordingly, we’d like the ACCC 
to consider if a lower cap on the price of a local call is applicable. We welcome the 
proposal of capping dial-up internet calls to ISPs and likewise agree they should be 
subject to that same cap. We are also concerned that if the real cost of calls does 



not drop then consumers may increasingly migrate to VOIP services with lower 
quality of services and no guaranteed access to Triple 0.  
Mobile services 
CTN is disappointed that the pressing need for the price cap regime to incorporate 
mobile phone services was not recognised. Clearly such a decision would have 
ramifications over the entire industry, but for the reasons outlined in our original 
submission we would like the Commission to revisit the issue. Our submission high-
lighted 3 consumer groups who are gravely affected by this omission. 

  -Young consumers 

Mobile phones are enormously popular amongst young people. Pre-paid services 
are used widely as a means of avoiding debt, but one of the biggest trade offs they 
make is that they pay higher rates for calls.  Price controls are needed to protect 
vulnerable young consumers who for a variety of reasons- not old enough to sign a 
contract, deemed a credit risk due by contract service providers due to their age, or 
no steady income to enable them to sign up for a plan with all their cost benefits- 
and not impede their uptake of telecommunications products. 

  -Deaf consumers 

As our original submission noted, there is no correlation between the amount a 
service costs a provider and the amount a consumer is billed. SMS only costs 
around 2c per message to send, yet the consumer is charged a proportionately 
massive amount- usually between 20-25c- resulting in a staggering profit margin for 
the service provider. The Australian Association of the Deaf suggests that Deaf 
consumers use SMS at 10 times the average. Uncapped SMS costs therefore 
disproportionately affect the affordability of telecommunications for Deaf 
consumers1. In the interests of equity, price controls on text-based services is 
needed to protecting vulnerable consumers who rely on a heavily marketed and 
heavily utilised service. 

  -Rural and Regional Consumers 
The benefits that have flowed from competition in mobile services are by no means 
universally enjoyed. In particular, consumers in regional and remote Australia still 
have very limited access to telecommunications services. An excellent example is 
mobile telephones, where CDMA is offered by one carrier and the price and service 
benefits of competition do not affect those consumers. Price controls are appropriate 
in such market conditions. 
 
Directory Assistance charges 
 We disagree in principle with the Draft recommendation the Minister should 

                                                 
1 Online at: http://www.aad.org.au/download/mobiles.pdf  as at 10-08-2004 

http://www.aad.org.au/download/mobiles.pdf


reconsider the charging for directory assistance. CTN has just this week received a 
fresh complaint circulating via email expressing outrage about the excessive costs of 
Telstra’s 1234 directory service, which received widespread negative attention 
earlier this year when the true hidden costs of that service emerged. Telstra has 
virtually buried all reference to the free service (1223) which it is required to provide 
for residential consumers. Omitting premium rate directory assistance charges from 
the price control regime will lead to more consumers being misled and overcharged 
to get information that should effectively be free. CTN strongly recommends the 
Commission reconsider this issue. 
 
Late Fees and Ancillary Charges 
CTN would like the Commission to revisit its consideration of the issue of late fees 
and other ancillary charges such as administrative fees and bill statement charges. 
We think there are serious questions that need to be answered about the validity of 
arbitrary charges such as late fees which accrue interest and exacerbate difficulties 
that vulnerable consumers may have in paying their bills. CTN’s members report that 
these charges are falsely inflating the cost of a basic telephone service and are 
having a significant effect on affordability for consumers. 
 
Low Income Consumers 
We commend the recommendation that the price cap on local calls from payphones 
is retained as we agree the increase would undoubtedly have a heavy impact on 
low-income consumers. 
 
We are also very supportive of the initiatives targeted at low-income consumers, in 
particular the proposed implementation of a safety net so that low- income 
consumers will pay less regardless of what package they acquire. We look forward 
to further discussion about the roll-out of any programs addressing this proposal in 
the future. 
 
Conclusion 
In conclusion, CTN is pleased that several of our key recommendations have been 
accepted, and hope these additional comments can be incorporated into your 
Review. Keeping telecommunications affordable for all consumers will not happen 
without regulatory intervention because competition is not sufficiently robust within 
this marketplace. 
 
 
 
 



More details about CTN’s rationale in support of these recommendations are 
outlined in the full submission attached. Should you wish to discuss this response in 
more detail please contact myself or Sarah Wilson at Consumers’ 
Telecommunications Network where we can be contacted on 02 9572 6007 or at 
ctn@ctn.org.au. 
 
 
 
 
Yours sincerely, 
 

 
 
Teresa Corbin 
CTN Executive Director 
 
 
  
This submission was prepared by Sarah Wilson, CTN Policy Officer & Teresa 
Corbin, CTN Executive Director.  It has been approved out of session by the CTN 
Council. 
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