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Executive summary

We have been asked by the Public Interest Law Centre (PILC), on behalf of the Manitoba Branch of the
Consumers’ Association of Canada (CAC Manitoba) to prepare a report in response to Telecom Public
Notice CRTC 2018-98, “Call for comments—Lower-cost data-only plans for mobile wireless services”.
Specifically, PILC requested that we assess the Canadian Radio-television and Telecommunications
Commission (CRTC)’s current initiative in the context of the broader trajectory of mobile policy
development, with particular regard to the issue of affordability. We note that our agreement with PILC
stipulates that our “duty in providing assistance and giving evidence is to help the CRTC” and that “[t]his
duty overrides any obligation to the Public Interest Law Centre and its client(s).”

In this report, we begin by providing a brief overview of Canadian communications policy development,
focusing in particular on issues in the mobile sector and their relation to the present proceeding. Over
the past decade, there has been broad and increasing recognition that mobile wireless prices in Canada
are high, and that service remains unaffordable for too many people. Significant efforts have been
undertaken by various levels of government to address this persistent problem, but progress has been
uneven at best. In our view, it is crucial for government to maintain its focus on solving this market
failure, and new and innovative approaches will be required if lasting solutions are to be achieved.

We then examine issues related to availability of and access to mobile services alongside considerations
of adoption and affordability. While Canadian wireless networks perform above average with respect to
coverage and speed, their performance is not remarkably better than what can be found in comparable
countries. In other words, Canadian wireless networks perform well, but assertions that they are “world-
leading” are not supported by the data.' We note that the availability of quality mobile networks is of
little benefit to people who cannot afford to use them.

The report conducts an extended, fine grained analysis of mobile adoption and service pricing, which
includes an examination of Canada’s performance in international comparisons and presentation and
discussion of stand-alone figures for Canada where appropriate. We find that adoption of mobile
services for smartphones and other broadband applications in Canada is well below the average in
comparable developed nations. Looking at adoption levels by demographics and geography within
Canada, the data show that, while high-income earners almost universally adopt mobile services, lower
income users are dramatically less likely to subscribe to a mobile service. This is true whether viewed at
the national- or provincial level.

Our survey of numerous studies comparing international mobile service pricing shows that Canadian
mobile service prices are uniformly amongst the highest in developed nations, and sometimes
remarkably higher than those found in comparable countries. Indeed, for certain service offerings,
Canadian prices are the highest among comparable countries. To the extent that mobile prices are on
the decline in Canada and elsewhere, Canadian mobile service prices have declined by a much lower
margin than they have in comparable countries. The connection between high prices and low
adoption—in other words, that high prices are a barrier to affordability--is confirmed by scholarship on
mobile affordability. Indeed, a 2016 report on telecommunications affordability commissioned by the
CRTC found that “[i]ndicators of price levels, range of price/quality combinations, penetration rates of

! Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para 23.



advanced technologies and other high-level market outcome measures can offer informative signals
about affordability as an economic constraint on access, use, and the development of the broader ICT
sector.” As our report shows, the signals being sent by the Canadian mobile market are clear: mobile
services remain unaffordable for too many people.

We then critically analyse claims that Canada’s high wireless prices are justified on the basis of quality or
the cost of providing service. Contrary to the assertion that high prices for mobile services are justified
by relatively high Canadian network investment, we provide evidence showing that this is not the case.
Our analysis shows that the prices carriers are proposing to charge for “lower-cost data-only” plans are
drastically higher than their associated cost of delivering mobile data—the carriers’ plans feature an
astonishing markup of between 255 to 350 percent.

Finally, we provide recommendations about how best to proceed to address Canada’s problem with low
mobile adoption and unaffordable services. We recommend that the CRTC reject the carriers’ initial
proposals, and instead adopt a flexible, affordable, and sustainable model that we call the “CRTC Flex
plan.”
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The CRTC flex plan that we are proposing is an elegant solution to the problem that the Commission is
seeking to address in this proceeding, namely that people who need to access smaller amounts of
mobile data cannot afford to do so at current market rates. The plan provides a small amount of data at
an affordable entry level price of $5—the same price at which national carriers have offered similar
plans in the past. Much like existing “flex plans” offered by the national carriers, the CRTC flex plan’s
pricing scales with increasing network use, converging with market prices for subscribers who use the
network at levels greater than the Canadian average.

The advantage of this plan is that it provides smaller amounts of mobile data at affordable rates, while
at the same time ensuring that people who require larger amounts of data pay existing market rates.
Even at the lower combinations of price and usage, this plan is designed to provide a return to carriers
that is more than remunerative with respect to the cost of building and maintaining their respective
mobile communication networks.

Our report concludes by providing additional specific recommendations regarding the terms and
conditions upon which “lower-cost data-only” plans should be offered, and by highlighting the need for
continued efforts to ensure that lasting solutions to Canada’s problems in the mobile wireless market
will be achieved.
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Introduction

We have been asked to prepare a report by the Public Interest Law Centre (PILC) in response to Telecom
Public Notice CRTC 2018-98, “Call for comments—Lower-cost data-only plans for mobile wireless
services”. Specifically, PILC requested that we assess the CRTC’s current initiative in the context of the
broader trajectory of mobile policy development, with particular regard to the issue of affordability. We
note that our agreement with PILC stipulates that our “duty in providing assistance and giving evidence
is to help the CRTC” and that “[t]his duty overrides any obligation to the Public Interest Law Centre and
its client(s).”

This report has been prepared by Benjamin Klass and Dr. Dwayne Winseck.

Mr. Klass is a PhD student at Carleton University’s School of Journalism and Communication. During his
time as a PhD student, Mr. Klass has been invited to deliver lectures on the topic of telecommunications
economics, policy, regulation, and law at universities across Canada, including Carleton University, the
University of Manitoba, University of Winnipeg, York University, the University of Ottawa, and the
University of Alberta.

In 2012, Mr. Klass began work with the Canadian Media Concentration Research Project (CMCRP), which
is directed by Dr. Dwayne Winseck. ® As a research assistant, Mr. Klass was responsible for collecting,
organizing, and analysing information on Canadian telecommunications markets. At present, Mr. Klass
continues his work for the CMCRP as senior research associate, under the direction of Dr. Winseck. In
2015, Mr. Klass completed a Master of Arts degree at the University of Manitoba, for which he produced
a thesis paper entitled “Mobile Wireless in Canada: Policy, Problems, and Progress”, which presented an
historical and contemporary analysis of the political economy of mobile communications in Canada.

Building on his ongoing research, Mr. Klass has actively participated as an interested citizen and a
scholar in the sphere of Canadian communications policymaking for more than five years. He has
participated in numerous CRTC and Competition Bureau proceedings related to broadcasting and
telecommunications. This participation has included the development and presentation of numerous
scholarly reports, as an individual as well as together with other scholars and groups such as the CMCRP.
Mr. Klass has also appeared in person before several Commission oral hearings. A full list of these
reports and presentations can be found in Mr. Klass’s curriculum vitae, appended to this report below.

From 2013-2016, Mr. Klass initiated and pursued an application before the CRTC and later the Federal
Court of Appeal which ultimately resulted in the prohibition of Bell Mobility’s discriminatory zero-rated
pricing for its “mobile TV” application. This decision later contributed to the development of an over-
arching CRTC policy which prohibits on a broad basis the use of content-specific discriminatory pricing in
the Canadian telecommunications market.*

Outside of his position as a PhD student at Carleton, Mr. Klass acts in a volunteer capacity as a research
associate for the First Mile Connectivity Consortium (FMCC), a registered national not-for-profit research
and advocacy organization whose members include First Nations community-based telecommunications
organizations serving remote and rural communities. The FMCC is dedicated to engaging in the

® Canadian Media Concentration Research Project. Available at:: http://www.cmcrp.org
* CRTC (2017). Telecom Regulatory Policy CRTC 2017-104, “Framework for assessing the differential pricing practices of internet service
providers”. Available at: https://crtc.gc.ca/eng/archive/2017/2017-104.htm




development of evidence-based policy related to broadband infrastructure, digital services and
technology adoption in remote and rural communities.” Mr. Klass also fills a voluntary position on the
policy committee of the Internet Society Canada Chapter, an organization which develops positions on
Canadian legislation that affects the affordability, accessibility, fairness and security of the Internet.’®

Mr. Klass’s work has been featured in media ranging from local stations and newspapers to national
print and broadcast outlets, and his views have been solicited by print, online, and broadcast media such
as the CBC, Globe & Mail, Winnipeg Free Press, Financial Post, Mobilesyrup, the Wire Report, and
Toronto Star.

Mr. Klass has also occasionally acted as a consultant, providing communications research, analysis, and
expert opinion to law firms, consumer groups, and advocacy organizations.

Dr. Winseck is Professor at the School of Journalism and Communication, with a cross-appointment at
the Institute of Political Economy, Carleton University. He has taught courses or given lectures and
workshops in Argentina, China, Denmark, Mexico, Turkey, the United Kingdom, the United States and
Uruguay.

His main research interests include the political economy of telecommunications, the internet and
media as well as communication history and theory. He is also director of the Canadian Media
Concentration Research Project and was the lead Canadian researcher in the International Media
Concentration Research Project between 2009 and 2016. His research, data and views on the
telecommunications, internet and media industries, as well as the policy and regulatory issues affecting
them, are well known and have been solicited or cited widely in the scholarly literature, by journalists
across Canada and in other countries including the New York Times and The Guardian, as well as by the
Parliament of Canada, Canadian Senate, Department of Canadian Heritage, the Canadian Radio-
television and Telecommunications Commission, the Competition Bureau, the World Trade Organization
and the International Telecommunications Union, amongst others.

In 2012, Dwayne was a keynote Speaker at New Zealand Commerce Commission’s The Future with High-
Speed Broadband Conference, and he is currently serving as an expert adviser to the Independent
Communications Authority of South Africa. He is also a regular participant in regulatory and policy
proceedings in Canada convened by the CRTC, the Competition Bureau and Parliament of Canada
committees. Dwayne was also a columnist the Globe and Mail, and maintains a well-regarded blog,
Mediamorphis’ and another for the Canadian Media Concentration Research Project. His co-authored
book with Robert Pike Communication and Empire: Media, Markets and Globalization, 1860-1930 won
the Canadian Communication Association’s book-of-the-year prize in 2008. He is also co-editor, with Dal
Yong lin, of Political Economies of the Media (2011) and several other edited and sole-authored books.

For further information regarding the authors’ experience and qualifications, please see our curricula
vitae, appended to the end of this report.

In this report, we begin by providing a brief overview of Canadian communications policy development,
focusing in particular on issues in the mobile sector and their relation to the present proceeding. We

® First Mile Connectivity Consortium (n.d.). Website. Available at: http://firstmile.ca/fmcc-2/
® Internet Society Canada Chapter (n.d.). Website. Available at: https://internetsociety.ca/what-we-do/
7 Winseck, D. “Mediamorphis” (Blog). Available at: http://dwmw.wordpress.org




then examine issues related to availability of and access to mobile services alongside considerations of
adoption and affordability. We conduct an extended, fine grained analysis of mobile adoption and
service pricing, which includes an examination of Canada’s performance in international comparisons
and presentation and discussion of stand-alone figures for Canada where appropriate. We then critically
analyse claims that Canada’s high wireless prices are justified on the basis of quality or the cost of
providing service. This is followed by an examination of the “lower-cost data-only” plans that have been
proposed by the national carriers as requested by the Commission. Finally, we provide
recommendations about how best to proceed in order to address Canada’s problem with low mobile
adoption and unaffordable services.

Policy Background

The present proceeding represents just the latest in a long line of mobile wireless policy developments,
all of which have been aimed toward improving the state of mobile wireless telecommunications
markets in Canada. For at least the last decade, various branches of government across numerous levels
have undertaken sustained efforts to bring about improvements in mobile pricing, availability, and
guality, among other aspects of this important sector of society. It is true that strides have been made,
as industry, government, and the public have been collectively engaged in a common enterprise to
ensure that Canada’s mobile wireless networks meet the needs of people across the country, consistent
with the objectives set forward in the Telecommunications Act.?

The auction for advanced wireless services (AWS) spectrum that took place over 10 years ago set the
stage for new entry into a market widely perceived as unresponsive and oligopolistic. Since that time,
new entrants and regional providers have made noticeable inroads, although progress has been uneven
at the best of times. Industry Canada, now known as Innovation, Science and Economic Development
(ISED), has remained engaged with the issues, and continues to release additional spectrum in order to
meet growing demand and to shore up the competitiveness of the sector. The CRTC has played a
substantial role as well. The Commission has extended the application of modern common carriage
rules—known colloquially as “network neutrality” —to mobile networks; instituted a sector-wide code of
conduct (the “Wireless Code”) to inform and protect consumers; it has established the regulation of
wholesale roaming rates in furtherance of improved competition between providers; and it has
articulated a vision of universal service fit for the twenty-first century, amongst numerous other
initiatives.’

® The Telecommunications Act’s policy objectives are found in §7 of the Act. These include, but are not limited to:

(a) to facilitate the orderly development throughout Canada of a telecommunications system that serves to safeguard, enrich and
strengthen the social and economic fabric of Canada and its regions;

(b) to render reliable and affordable telecommunications services of high quality accessible to Canadians in both urban and rural areas in
all regions of Canada;

(c) to enhance the efficiency and competitiveness, at the national and international levels, of Canadian telecommunications;

[...]

(f) to foster increased reliance on market forces for the provision of telecommunications services and to ensure that regulation, where
required, is efficient and effective;

[...]

(h) to respond to the economic and social requirements of users of telecommunications services;

° For greater detail about these and other relevant policy developments, see: Canadian Media Concentration Research Project (n.d.) “Policy
interventions”. Available at: http://www.cmcrp.org/policy-interventions/ In particular: Winseck, D. (2014). “Mobile Wireless in Canada:




During this time, the industry has continued to invest in modern communication networks throughout
Canada, and has contributed substantially to expanding the range of advanced technologies that are
increasingly finding their way into the hands, homes, and workplaces of people across the country.
However, the largest and most influential companies involved in the communication sector have often
sought to stop, obstruct, or reverse measures intended to serve the public interest, such as the ones
described above.

Indeed, a central theme in the present proceeding is the contrast between the protestations of the
dominant carriers that ‘all is well in the market’ versus repeated findings by government that they are
not. Telus, for instance, opposes the Commission’s efforts to improve mobile affordability, putting
forward the argument that “[t]lhe Commission has repeatedly found that the Canadian market for retail
wireless services has sufficient competition to protect the interests of users.”'® Yet, over the past five
years, branches of government—up to and including Canada’s Governor General—have repeatedly
reached the opposite conclusion.'’ As recently as 2017, Canada’s federal Competition Bureau found
after a nine-month investigation that “as a result of coordinated behaviour among Bell, TELUS, and
Rogers, mobile wireless prices in Canada are higher in regions where Bell, TELUS and Rogers do not face
competition from a strong regional competitor.”*” These findings (as well as a slew of other similar ones)
are conspicuously absent from the carriers’ presentations to the Commission in this proceeding.

Despite the widespread recognition that there are significant problems that need to be addressed,
actual outcomes in the mobile sector over the past decade should be characterized as uneven. While it
is undeniable that significant advances in technology have been made, the same unambiguous
conclusion cannot be drawn with respect to the social and economic standing of people within the
communications sphere. While measurable progress has been made on some fronts, Canada still stands
out amongst its peers as a nation in which adoption of the latest mobile services is unacceptably low. As
we show in this report, Canada’s low mobile adoption—particularly among society’s most vulnerable
members--is explained by the market’s failure to offer useful services at rates that are affordable for
everyone.

Indeed, this as-yet-unresolved problem has been one of the central factors driving policy activity in this
area for more than twenty years. The preferred method for attacking this problem has been to seek
greater market competition. Although competition in the mobile sector has nominally increased in
recent years, Canada’s mobile industry remains highly concentrated by well-established economic
measures. This is true whether the focus is on the national level—where three providers enjoyed
roughly equal control over 91% of the market by revenue in 2016™--or within each province, where
mobile markets tend to be controlled by two dominant firms which face rivalry from weaker third and

Recognizing the problems and approaching solutions”, Available at: http://www.cmcrp.org/wp-content/uploads/2014/03/Mobile-Wireless-in-
Canada-Final-Report.pdf ;

Klass, B. (2015). “Mobile wireless in Canada: Policy, problems, and progress”, Masters thesis. Available at:
https://mspace.lib.umanitoba.ca/bitstream/handle/1993/30704/Klass_Benjamin.pdf?sequence=1&isAllowed=y

' Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para 43.

" See, e.g., Canada, Governor General (2013). “Seizing Canada’s moment: prosperity and opportunity in an uncertain world”, Speech from the
Throne, October 16, 2013. Available at: http://publications.gc.ca/collections/collection_2013/gg/S01-1-2013-eng.pdf

*2 Canada (2017). “Competition Bureau statement regarding Bell’s acquisition of MTS”, Available at:
http://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/04200.html

 Most recent figures available. See: figure 5.5.6, CRTC (2017). “Communications monitoring report”, Available at:
https://crtc.gc.ca/eng/publications/reports/PolicyMonitoring/2017/cmr.htm
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fourth providers.** In 2017, Manitoba saw a worrying decrease in competition, when the local
communications incumbent MTS was purchased by Bell, leaving Manitoba with only three remaining
mobile operators in operation, behind other provinces.

Competition can be useful as a means to achieving various ends, chief among which in the
telecommunications industry are technological innovation and affordable service pricing. While the
industry has had notable successes on the first measure, with respect to pricing, problems have proven
intractable. Despite ongoing efforts to improve the situation, mobile services remain unaffordable for
too many people, as we discuss at greater length below.

As the record of this proceeding demonstrates, Canada’s national mobile carriers—who should be the
champions of increasing adoption—appear to show little interest in remedying the problem. Despite the
Governor in Council’s recent recognition that “Canada has among the lowest adoption rates for mobile
wireless telecommunications services among industrialized nations” and that “Canadians with low
household income in particular face challenges related to the affordability of telecommunications
services”, Telus continues to insist that “there is no gap in the market with respect to lower-cost data-
only plans” and that “[t]o the extent the Order in Council is predicated on a finding that wireless
adoption is low in Canada, that finding is also incorrect”. *° Bell similarly argues that “there is no
adoption problem in Canada,” and expresses the view that “[t]his success is the result of the competitive

retail wireless market in Canada”."

These carriers may deny the facts, but they cannot escape them. In denying the real difficulties facing
many people in Canada—people who deserve access to affordable communications services—the
longstanding and ingrained nature of the market failure at issue is further exposed.

In the absence of industry initiative, Commission action is necessary to protect the public interest. In this
report, we lay out the rationale for taking such action and provide recommendations regarding what can
be done to address the problem.

Lower-cost data-only plans for mobile services

In its notice of consultation, the Commission has recognized that “the Governor in Council has expressed

concerns regarding choice of innovative and affordable mobile wireless services, particularly for

Canadians with low household incomes”.*® Indeed, the Commission appears to share these concerns. As

it noted in Telecom Decision CRTC 2018-97, “...there is a noticeable gap in the market in terms of lower-
cost data-only plans available to consumers”.'® Consistent with this observation, the Commission was

clear with regard to its intention in establishing the present proceeding: “the Commission acknowledges

* For a more in-depth analysis of market concentration in Canadian communication markets, see:

Winseck, D. (2017). “Media and internet concentration in Canada, 1984-2016", Canadian Media Concentration Research Project. Available at:
http://www.cmcrp.org/media-and-internet-concentration-in-canada-results/

¥ p.C. 2017-0557, 1 June 2017.

' Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, paras. 54 & 49, respectively.

' Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, paras. 21 & 23, respectively.

' Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless services”, para.3.

* Telecom Decision CRTC 2018-97, “Reconsideration of Telecom Decision 2017-56 regarding final terms and conditions for wholesale mobile
wireless roaming service”, para. 98, emphasis added.
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the Governor in Council’s desire to improve the choice of innovative and affordable mobile wireless
services, particularly for Canadians with low household incomes, and agrees that such improvement is

important”.?°

The lack of affordable mobile wireless data plans in Canada represents a significant problem, and
indeed, is a clear example of market failure that demands the Commission’s attention and correction,
consistent with “the goal of ensuring that lower-cost data-only plans are widely available to

Canadians”.”

As requested by the Commission, on April 23, 2018, each of the three national carriers submitted a
proposal outlining how they intend to address the Commission’s call to ensure that more affordable
data plans be made available to people across Canada. The details of the plans presented by the carriers
are as follows (Figure 1).

Figure 1: Carrier proposals for “lower-cost data-only” mobile wireless plans

Price/mo. | MB included Notes

$30 500 Available as postpaid & prepaid; overage fee not specified.

Available as postpaid & prepaid; $7/100MB overage fee;
$25 400 includes ability to call 9-1-1;
may receive marketing SMS from Rogers.

Postpaid only; $7/100MB overage fee;
TCI (Telus) $30 500 . i i
option for "tab" (i.e. smartphone subsidy)
TCI (Telus) $30 600 No overage (customer must buy add-on for additional use)

Source(s): Carrier proposals, TNC CRTC 2018-98, “Lower-cost data-only plans for mobile wireless services.”

Notes: “MB” stands for “megabyte”, a unit of data transfer; “SMS” stands for “short message service”, or, in plain
language, a text message. Postpaid plans are ones in which a customer pays for service already rendered, typically
at the end of the month and requiring a credit check; prepaid plans are paid for in advance. Overages are fees
incurred for network usage beyond a monthly usage limit established in the service contract.

While we address the specifics of these proposals in greater detail below, we note here that, in our
view, the proposals are disappointing in that they are unlikely to move the needle when it comes to
addressing the ‘affordability gap’ identified by the Commission as the primary target of this proceeding.
In what follows, we explain why this is the case, starting with an analysis of the carriers’ justifications for
their proposals.

In justifying their proposals, the carriers have submitted arguments that generally deny that there is an
affordability issue in the mobile wireless market. Telus, for instance, argues that “...the request for
proposals from the national wireless carriers is predicated on the faulty assumption that the mobile
wireless market in Canada is not strong. In a high-performing market such as Canada’s, consumer
demand is already met with available competing offers”.?” Telus also contends that “..prices are

affordable; and that Canada has amongst the highest adoption rates for wireless services in

2 Ibid., para.86.

*! Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless services”, para.8.

2 Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 14, emphasis added.
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industrialized countries and is well-positioned amongst its peers”.?* Telus sums up its view succinctly:
“There is no gap in the market with respect to lower-cost data-only plans and there is no need for the

Commission to mandate the provision of such plans”.?*

Bell is similarly adamant in its opposition to the very idea that there is a problem to be addressed in this
proceeding. As they see it, “Canadians seeking the most affordable wireless services are well-served and
market forces will continue to increase the options available”.” Further, as far as Bell is concerned,

Canada’s wireless policy represents a cut-and-dried case of ‘mission accomplished’:

“Canada’s wireless regulatory policy, which has focused on facilities-based competition and
regulatory forbearance, has achieved effectively 100% wireless penetration in the largest urban
centres despite the relatively large presence of low-income Canadians. This demonstrates that

affordability is not a barrier to adoption of wireless services in Canada”.?®

Rogers, for its part, and unlike the other two national carriers, is mainly descriptive in its proposal, and
largely avoids the extended and recalcitrant discussions that characterize the proposals of Bell and
Telus. It does, however, have the following to say about the state of the Canadian wireless market:
“Canadians have ready access to a variety of low-cost plans, including plans with data”.?’ After
presenting their proposal in detail, Rogers concludes: “Canada’s fiercely competitive mobile wireless
marketplace will ensure that service providers continue to offer low-cost plans without the need of any

further regulatory intervention”.”®

As we show below, the carriers’ statements ignore the existence of significant problems in the wireless
market, specifically concerning the ability of low-income people in Canada to afford access to high-
quality, reliable mobile wireless services. Not only do their proposals ignore this problem, but their
claims are not supported by relevant evidence, and, in some cases, are not supported by any evidence at
all. Furthermore, particularly in the case of Telus, the characterization of the state of affairs in the
mobile market conspicuously omits crucial facts and developments that are relevant to the disposition
of this consultation.

3 Ibid., para. 17, emphasis added.

24 Ibid., para. 54, emphasis added.

% Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para 17.

% Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 21, emphasis added.

*” Rogers (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 2.

28 Ibid., para. 25.
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Availability is not the same as affordability

The carriers rely in common on several lines of argument in order to characterize the mobile wireless
market as “strong” and “high performing”,?® and to suggest that no regulatory action is required since,
in their view, “Canadians seeking the most affordable wireless services are well-served”.*® These
arguments, and the evidence on which they are based, suffer from a shared flaw: they address the issue
of availability while ignoring the real problem, which is that services are generally not affordable for

many low-income individuals and families in Canada.

The carriers’ evidence in support of the proposition that there is no problem in the wireless market fall
roughly along the following lines: that the quality of Canadian networks is high, and coverage is
ubiquitous; that adoption is already high and increasing; that prices are on the decline; and that the
Canadian wireless market is less concentrated than in other comparable jurisdictions, or, in other words,
that the market is sufficiently competitive to meet the requirements of users, and that this has been
recognized by policymakers for decades.

In sum, the carriers’ broad characterization of the mobile wireless market as one in which ‘all is well’
stands in stark contrast to available evidence and prior findings by the Governor General, the
Competition Bureau, and the Commission itself.

Speed and coverage

Bell’s proposal argues that Canada’s wireless carriers have rolled out “multiple generations of the

newest wireless technologies more quickly and more widely than in almost any other country [...] and

provide consumers with ubiquitous, reliable, and competitively-priced wireless services across our vast

and sparsely populated country. For example,” Bell continues, “99% of Canadians have access to long-

term evolution (LTE) wireless networks, and by 2019, more than 40% will have access to network speeds
» 31

greater than 900 Mbps”.

Similarly, throughout its proposal, Telus stresses that its services, and those of its various flanker brands,
offer broad geographical coverage using the latest technology (i.e. Long Term Evolution, or LTE).
Specifically, Telus notes that “As of December 31, 2017, TELUS’ 4G long-term evolution (LTE) network
covers 99 percent of Canada’s population while the Rogers LTE network reached 96 percent of the
Canadian population”.?? Additionally, citing a recent OpenSignal report,® Telus points out that
“Canadians enjoy some of the highest average smartphone connection speeds in the world. As of

* Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 14.

** Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 23.

*! Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 1.

*2 Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 48.

* Opensignal produces reports about mobile networks in countries around the world using user-generated data from custom measurement
apps installed on smartphones and other mobile devices. For more information, see: https://opensignal.com/reports/
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February 2018, Canada’s average LTE connection speeds [sic] was 32.9 Mbps, compared with 25.39
Mbps in Japan, 16.31 Mbps in the US and 23.11 Mbps in the UK”.**

In figures 2 and 3 below, we present data from OpenSignal’s January 2018 “The State of LTE” report
which highlight Canada’s standing in LTE coverage and speed, respectively, in comparison to
Organization for Economic Co-operation and Development (OECD) and European Union (EU) countries

covered by that report.

OpenSignal’s data “shows how consistently accessible 4G networks are in each country. Rather than
measure geographic coverage, OpenSignal's availability metric tracks the proportion of time users have
access to a particular network”.*® By this measure, mobile users in Canada can expect their devices to be
connected to LTE networks 82.4% of the time. While certainly impressive, the data do not paint Canada
as an outlier. Indeed, Canada ranks 17" out of the 38 countries measured, slightly above average.
OpenSignal notes that “4G availability among the elite countries is still steadily rising. Consumers in five
countries had access to an LTE connection more than 90% of the time — up from a mere two countries

» 36

just three months ago”.” While Canada is on pace to eventually cross that threshold, by the time it does

the “elite” status will likely no longer apply.

Figure 2: 4G / LTE Availability Comparison (December 2017)
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These data bring important perspective when addressing claims such as Bell’s that Canadian wireless
carriers “roll-out multiple generations of the newest wireless technologies more quickly and more
widely than in almost any other country”.?” In terms of real-world availability of LTE connectivity, the

OpenSignal data clearly show that Canada is a middle performer among comparable countries.

To put a fine point on it, even if an LTE signal is available across 99% of Canada’s populated geography
(within which, as the OpenSignal data show, an LTE signal is available 82.4% of the time), geographic
coverage is a necessary but not a sufficient condition for adoption of mobile services. As we show
below, while Canadian mobile carriers may have established near-ubiquitous availability of modern
mobile service coverage, Canada still suffers from an acute problem with respect to mobile service
adoption, particularly when it comes to low-income individuals and households.

Compared to its rank in LTE availability, Canada fares better with respect to speed, placing 9" of 33
countries for which data are presented (see figure 2 below). OpenSignal’s data, which Telus relies upon
to support its assertion that “Canadians enjoy some of the highest average smartphone connection
speeds in the world” do show that Canada, with an average LTE connection speed of 32.9 Mbps,
performs better than the average of 28.4 Mbps. OpenSignal, however, offers several qualifications
regarding the standing of countries when it comes to speed. They observe that: “[t]he fastest LTE speeds
seem to have hit a plateau at around 45 Mbps. For the last several global reports, we've failed to see any
sizable increase in 4G speeds among the top performing countries, and the Holy Grail of 50 Mbps
remains just as elusive”.*® If 45 Mbps represents the metric for characterizing a “top performing
country”, then Canada still has some way to go, although it is not unreasonable to expect this milestone
to be achieved in the foreseeable future.

¥ Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 1.
38 OpenSignal (2018), “The State of LTE (February 2018)”, available at: https://opensignal.com/reports/2018/02/state-of-Ite
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Figure 3: 4G LTE Speeds for OECD and EU Countries, Dec. 2017
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We also note that, while having access to high-speed mobile networks may be important as a general
policy goal, when focused specifically on the type of low-usage plans proposed by the national carriers,
higher speeds may actually become an impediment to these plans’ utility for low-income people who
might adopt them as the only affordable option. Consider, for instance, that a subscriber who makes use
of the service at the average connection speed of 32.4 Mbps would reach a monthly data limit of 400
MB (Rogers’ proposed limit) in just over one and a half minutes, a 500 MB limit (proposed by Bell and
Telus) in approximately 2 minutes, or a 600 MB limit (proposed by Telus) in less than 3 minutes. In any
of these scenarios, the extra speed which the carriers portray as an unalloyed benefit may result in
customers of the proposed plans unexpectedly reaching their monthly data allotments in a matter of
moments, after which they would face the choice between paying unexpected fees for additional data®
or ceasing their use of the mobile service. It should be recognized, at minimum, that there is a tradeoff
between ‘speed’ and ‘data allowance’ that must be accounted for when attempting to maximize the
utility of mobile plans, a concern that is particularly salient with regard to plans designed for lower levels
of usage.

A scenario such as the one described above is not far fetched; as a recent Ericsson report notes, “[o]f all
the traffic generated by the users of limited plans, around 30 percent is consumed above data bucket
limits. This allows operators to continuously upsell data through top-ups. In addition, this demand for

more data plays a key role in the shift to larger plans”.*® If the Commission’s objective in this proceeding

** At the time of writing, Koodo and Fido each charge $7 per additional 100 MB beyond a user’s monthly data allotment. Virgin Mobile’s
website does not make its data overage rates available for viewing by the general public; users must log into an existing account to access this
information. The carriers (aside from Telus, which is silent on the issue) have indicated that the overage fees applicable to its proposed plans
will be equivalent to those overage fees which already apply to existing in-market plans. See: Rogers Proposal, para. 9; Bell Proposal, para. 4.
“° Ericsson (2017), “Ericsson Mobility Report, November 2017: Shifting mobile data consumption and data plans”, Available at:
https://www.ericsson.com/en/mobility-report/reports/november-2017/shifting-mobile-data-consumption-and-data-plans
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is to ensure that people in Canada who earn low incomes have affordable access to mobile services that
meet their needs and their budgets, then our analysis suggests the focus should be less on the speed of
networks and more on ensuring that monthly data limits associated with the plans are sufficient to
ensure that users will not be hit with steep unexpected fees, and that the plans, once approved, are not
used by the carriers merely as a vehicle to upsell their customers. In other words, monthly data
allowance, not speed, is the more important factor when considering how to best maximize the utility of
mobile services for users.

Both of the metrics above, network coverage and speed, while interesting, are of questionable
relevance to the central policy question animating this proceeding: namely whether mobile wireless
services are sufficiently affordable to qualify as satisfying the Canadian telecommunications policy
objective to render reliable and affordable telecommunications services of high quality accessible to
Canadians in both urban and rural areas in all regions of Canada”.** The reason for this is that the
carriers’ efforts to characterize their networks as fast and ubiquitous fundamentally misconstrue
availability for affordability. Living within the coverage area of a fast wireless network provides little

comfort or utility for a family that cannot afford access in the first place.

These conclusions are supported by a recent report on affordability commissioned by the CRTC, which
found that “[i]n addition to documenting the persistence of the digital divide, the literature has
increasingly recognized that geographic network coverage is not in itself enough to ensure widespread

access and use”.*?

It is understandable that the carriers are proud of the quality of their networks; however, so long as
access remains unaffordable for so many, then there is a lot more work to be done. In the following
section, we survey the available data on adoption of mobile services, finding that Canada exhibits a
significant “gap” in mobile adoption, particularly amongst low-income households. This gap, in our view,
is attributable to a lack of affordability for those households. This is the gap which the Commission
should seek to address in this proceeding.

Adoption and affordability

In its proposal, Telus characterizes the situation in Canada as one in which “wireless adoption is high and
increasing”.”® Telus presents figures on the absolute number of mobile subscriptions in Canada (30.7
million in 2016, or 84.3% of the population), refers to growth rates, notes that 75% of mobile
subscribers in Canada use smartphones, and argues that “[i]n Canada, a higher proportion of lower-
income consumers are using smartphones relative to high income consumers, than in other countries”.**
The figures that Telus cites are largely irrelevant, or at minimum less appropriate and descriptive of the
actual situation in Canada than figures on comparative international adoption and adoption by income

and geography, which we present below. The reason for this is simple: Telus presents overall adoption

*! Telecommunications Act (S.C. 1993, c. 38). s. 7(b).

2 Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of communications services”, page 25. Available at:
https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf

* Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”.

* Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 49.
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statistics without providing appropriate context; next to comparable nations, as we demonstrate below,
Canada’s overall mobile adoption levels are relatively low. Telus’ reliance on overall adoption also
ignores available evidence that accounts for differing adoption levels according to demographic
considerations like income. As the data show (see below), there is in fact a significant ‘gap’ in adoption
amongst lower-income people in Canada. Second, Telus presents figures showing the proportion of
subscribers using smartphones, in an effort to paint Canada as a nation whose residents are largely
adopters of advanced technologies. But this conclusion suffers from a rudimentary error resulting from
selection bias: the relevant metric against which smartphone adoption should be measured is total
residents, not total subscribers. Choosing subscribers as the base, which Telus does, removes from
consideration people who do not subscribe to any mobile service, and thus their conclusion constructs
an inflated picture of smartphone adoption. As we show below, when smartphone adoption is
measured on the basis of total population, Canada fares poorly compared to other developed nations.

Similar to Telus, Bell argues that “Canada’s wireless regulatory policy [...] has achieved effectively 100%
wireless penetration in the largest urban centres despite the relatively large presence of low-income
Canadians.” ** Bell also argues that people in Canada are “among the world leaders in adopting new
wireless technologies as a result of the high quality and affordable services made available in the
Canadian wireless market. For example, [...] in 2016 Canada was second in the G20 with respect to
smartphones as a percentage of device connections [at 59.2%]. Canada exceeds the European countries

in this measure,” Bell continues, “further demonstrating that there is no adoption problem in Canada”.*®

The carriers’ presentation of figures and arguments referred to above are, simply put, an exercise in
feathering their own nest, by sidestepping the very real problem with mobile adoption in the Canadian
wireless market. Bell’s assertion that mobile adoption is universal in urban areas is not supported by any
evidence, and, unless the only people in Canada without a mobile phone reside in rural areas, is plainly
not true. Additionally, both Bell and Telus’ figures with respect to smartphones as a percentage of total
connections ignores that the absolute number of mobile connections in Canada are at present and have
been historically low in comparison to other countries, specifically member-states of the Organization
for Economic Cooperation and Development (OECD).

In figure 4 below, we present comparative figures on mobile wireless broadband adoption across OECD
member countries for 2017. These data contain penetration figures (i.e. subscriptions per 100
inhabitants) for both “standard mobile broadband” plans (i.e. smartphone plans that include both voice
and data) as well as “dedicated mobile broadband” plans (i.e. data-only subscriptions such as the ones
under consideration in this proceeding, typically used with tablets, or portable internet “hot spots”). The
evidence is clear: Canada does not compare well to other nations when it comes to adoption of modern
mobile wireless services.

* Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 21.
* Ibid.
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Figure 4: Overall Mobile Wireless Broadband Penetration (subscriptions/100 people) (June 2017)
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Source: OECD Broadband Portal. Available at: http://www.oecd.org/sti/broadband/broadband-statistics/

The OECD data presented above show the combined penetration rate of mobile broadband plans per
country. This includes both “standard mobile broadband” plans as well as “dedicated mobile
broadband” plans. These data show that Canada had an overall mobile wireless broadband penetration
rate of 70.7 (i.e. 70.7 mobile broadband subscriptions per 100 inhabitants) as of June 2017, significantly
lower than the OECD average of 101.8.%” This ranks Canada at 28" out of 36 developed nations,
substantially lower than Australia--a country that is, like Canada, large and sparsely populated--which
sat at rank 3 with a penetration rate of 132.5, or the United States, in 5t place with 128.6 connections
per 100 people (Canada was tied with Israel in 2017). As these data clearly show, Canada is lagging
behind its peers when it comes to ensuring universal adoption of mobile wireless services.

* The number sometimes exceeds 100, because people often have more than one device. This could be seen in the case of people who
maintain separate subscriptions for personal versus work purposes, or people who subscribe to separate mobile plans for their smartphone and
tablet devices. To the authors’ knowledge, there are no authoritative studies that correct for this phenomenon for the purpose of making
reliable international comparisons.
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Figure 5: Standard Mobile Broadband Penetration (subscriptions/100 people) (June 2017)
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With respect to “standard mobile broadband” plans—that is, mobile wireless plans that include both
voice and data components, or the kind used to enable smartphone connectivity—Canada fared poorly
as well, sitting at 23" out of 34 countries with a penetration rate of 64.8%."® The data presented above
(figure 5) directly contradict claims by Bell and Telus that Canada is a leader with respect to smartphone
adoption. So, while Telus may claim that Canada is a leader based on its observation that “75 percent of
Canadian mobile subscribers used smartphones [in 2016]”, the fact is that the absolute number of
mobile users who subscribe to voice and data plans in Canada—the more relevant figure—shows that
Canada is well below average.

* The United States and Israel are excluded from this comparison, since the OECD does not have figures specific to “standard mobile
broadband” plans for these countries. Both countries are, however, included in the OECD’s overall mobile broadband penetration figures

presented above in figure X.
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Figure 6: Dedicated Mobile Broadband Penetration (subscriptions/100 people) (June 2017)
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Figure 6 shows data from the OECD representing dedicated mobile broadband (i.e. mobile “data-only”
plans) penetration in OECD countries for which this figure is available.*”® Here too, Canada ranked poorly
in 2017: of the 34 countries for which data were available, Canada ranked 21* with a penetration rate of
5.9%.

Contrary to the rosy portrait painted by the national carriers, OECD data show in no uncertain terms
that Canada’s levels of mobile wireless broadband adoption lag behind in comparison to our peer
nations. This is true whether we look at overall mobile broadband penetration, standard mobile
broadband penetration, or dedicated mobile penetration. Furthermore, this is not a new phenomenon:
Canada’s ranking in terms of overall mobile broadband penetration amongst OECD peers has actually
fallen from 21% in 2010 to 28" in 2017. These nation-level figures directly contradict claims that “there is
no adoption problem in Canada”.*® Telus’ contention that Canada “has amongst the highest adoption
rates for wireless services in industrialized countries and is well-positioned amongst its peers”>?, in other

words, does not accord with the evidence.

* The United States and Israel are excluded from this comparison, since the OECD does not have figures specific to “dedicated mobile

broadband” plans for these countries.
** Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless

services”, para. 21.
*! Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless

services”, para. 17.
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Adoption among lower-income households is low

Our analysis of the more fine-grained demographic data on adoption trends within Canada reveals an
equally if not more disconcerting trend. In what follows, we present Statistics Canada data on cellular
telephone adoption. These data show cellular telephone adoption at the national and provincial levels,
on an overall per-household basis as well as broken out by income quintiles. The conclusion that these
data lead to is clear: there is a very real gap in mobile adoption in Canada, a gap that is particularly stark
amongst low-income households.

Figure 7: Household Access to Mobile Phone Service by Income Quintile, Canada, 2012-2016
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'Dwelling characteristics, by household income quintile, Canada, 2012. In Survey of Household Spending.

Notes: Upper bounds for 2016 income quintiles are as follows: 1*—$32,090; Z"d—$55,470; 3"‘—85,336; 4”'—130,045. Bounds decrease
moderately going back each year.

The most obvious trend that these data reveal is this: low income people in Canada subscribe to mobile
service at a drastically lower rate than their higher-earning counterparts. With a mobile subscription
rate of 68.7%, Canadian households in the lowest income quintile (i.e. household income less than
$32,090 per year, of which there were roughly 2,853,000 in 2016) were significantly less likely to
subscribe to at least one mobile device than both the across-the-board average (87.9%) and than their
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higher-earning counterparts. At 85.6%, households in the second quintile (i.e. earning between $32,091
and $55,470, of which there were roughly 2,854,000 in 2016) subscribed at a level just below average,
and were also notably less likely to have at least one mobile subscription than higher-earning
households. For households in the top three quintiles, by contrast, mobile adoption is nearly universal,
ranging from 92.7-96.4%.

Adoption of mobile phones among the lowest income bracket did grow by 7% from 2012-2016,
outpacing average growth across income quintiles by 0.5%. However, from 2015-2016, while significant
increases in growth among the middle three brackets (5.8%, 2.5%, and 2.3%, respectively) drove average
adoption across quintiles to increase by 1.8%, adoption in the lowest income bracket actually fell by
1.2% during this time (the most recent year for which Statistics Canada data are available). In other
words, increases in adoption among low-income households appears to have stalled, leaving absolute
adoption levels in low-income households much lower than those found amongst higher-earners. Bell
and Telus may deny that this gap exists, but the facts say otherwise.

The situation is similar at the provincial level. The following chart (figure 8) shows adoption by income
quintile at the provincial level for 2016, the most recent year for which such data are available.

Figure 8: Household Access to Mobile Phone Service by Income Quintile and by Province, 2016
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2016.
Notes: Upper bounds for 2016 income quintiles are as follows: 1%—$32,090; 2"—$55,470; 3—85,336; 4"—130,045.
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As with the national data, figure 8 shows that adoption of mobile service amongst the lowest income
households is drastically lower than it is for higher-earning households, with no province acting as an
exception. Furthermore, in no province does the low-income adoption level reach the national average
for overall adoption rates (87.9%); in some provinces, such as New Brunswick (55.7%), Québec (59.9%),
and PEI (60.9%), the problem appears to be particularly acute.

The explanation for these trends is simple: mobile phones are unaffordable for many low-income people
in Canada, who are disproportionately less likely to subscribe to mobile service than those who have
higher income. An affordability report commissioned by the CRTC supports this conclusion, finding that
“_.low incomes and high costs represent two main barriers to affordability”. > Furthermore, the authors

note that:

The research shows that broadband penetration rates continue to be substantially lower among
low income Canadians (e.g. 60% for the lowest income quintile versus over 95% for the highest
income quintile). It also confirms the tendency of subscribers on low incomes to engage in fewer
activities online relative to those with high incomes. While lack of interest or low skill levels
partially explain lower adoption and use among low-income individuals, cost remains a
dominant motive for why low-income Canadians do not use the Internet. Nevertheless, the
growing essentiality of broadband and increases in the inelasticity of demand to price, along
with country-specific factors, enable incumbent operators in Canada to charge prices that are
higher than offerings by their counterparts in most other advanced economies. International
comparisons also suggest that the range of low-cost options available in the Canadian market
tend to be relatively limited, meaning that low-income households are likely to have fewer
affordable options in service plans than their counterparts in other advanced economies. >

We have already presented data confirming that low income households in Canada do indeed face
substantial barriers to mobile adoption, as reflected by the difference in adoption levels between
households based on income. In the following section, we present pricing data relevant to mobile
affordability, drawing on publicly available sources from Nordicity Group (commissioned by Innovation,
Science and Economic Development/ISED), the International Telecommunications Union (ITU), the US
Federal Communications Commission (FCC), the OECD, and Finnish consultancy Rewheel.**

These sources, which present data using a variety of methods and metrics (including mobile price as a
percent of gross national income per capita, purchasing power parity (PPP), price declines over time,
price per GB, and international comparison of a common mobile service basket) all lead to the same
conclusion: mobile wireless services in Canada are less affordable than they are elsewhere in
comparable countries, particularly for low-income households and individuals.

52 Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of Communications services”, Report commissioned by the
Canadian Radio-television and Telecommunications Commission, p. 11. Available at: https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-
for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf

>3 Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of Communications services”, Report commissioned by the
Canadian Radio-television and Telecommunications Commission, p. 25, emphasis added. Available at:
https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf

> For more information on these organizations, please consult the glossary of terms included in this report.
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Mobile pricing, in decline?

To the extent that the carriers’ proposals discuss the broad issue of high mobile prices in Canada, the
focus is on the assertion that prices are in decline with no consideration for how Canadian trends
compare to those in other jurisdictions. Telus’ sole claim on this point is that “[d]ata provided in the
CRTC [Communications Monitoring Report] shows a decline of between 9 and 16 percent in average
mobile service prices for pre-defined baskets of wireless services”.> Bell briefly refers to several reports,
including a 2017 telecommunications pricing report by Nordicity commissioned by Innovation, Science
and Economic Development (ISED); a report by Wall Communications Inc that it commissioned as part of
its participation in an earlier CRTC proceeding related to mobile services; and an Economist study. The
conclusion Bell draws, similar to that of Telus, is that “mobile wireless services are available to
Canadians, and to low income Canadians in particular, at affordable prices”.56 As was the case with the
carriers’ approach to the issue of adoption, here too their presentation of facts is selective, and their
predominant focus on rates of price decline in Canada, absent appropriate context, are unhelpful with
regard to developing an actual understanding of the state of affairs that prevails in Canada and

elsewhere.

In terms of price declines, while the Nordicity report prepared for ISED does show price declines over
time for most of the baskets studied, the carriers neglect to place these figures in their proper context:
the study referenced is an international comparison. Unsurprisingly, placing Canada next to its
international peers with respect to changes in mobile prices shows that Canada is not a leader, but
rather, that the magnitude of price declines in the Canadian mobile market were significantly smaller
than in the majority of the comparators (G7 nations + Australia). The following figures show these
comparative declines over time for non-shared mobile telephony baskets which include data,’” as well
as for mobile broadband plans (i.e. mobile broadband plans that do not include voice minutes). Changes
are expressed in terms of compound annual growth rates (CAGR) for the respective survey periods.

> Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 46.

* Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, paras. 14-16.

*” Non-shared plans are mobile plans that are offered to individual subscribers. Shared plans, by contrast, make available a pool data
allowances to multiple devices on the same account. The plans proposed by the carriers in this proceeding are non-shared plans, and therefore
shared plans are not considered directly comparable for the purpose of this report. However, the evidence presented by Nordicity for shared
plans places Canada in a similarly poor position with respect to comparator nations when considering shared plan price declines and overall
prices. For service level 6, which represents shared plans featuring unlimited minutes, SMS, 10GB of data, and 3 lines, Canada ranked 4" of 5
countries (2" most expensive). See: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign
Jurisdictions.
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Figure 9: International Comparison
Mobile Telephony Price Declines, CAGR 2008-2017
Service Level 3 (1200 minutes, 300 SMS, & 1GB data)
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions.
Note: CAGR stands for “compound annual growth rate”. See glossary for further explanation.

Figure 10: International Comparison
Mobile Telephony Price Declines, CAGR 2014-2017
Service Level 4 (Unlimited minutes, SMS, & 2GB data)
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions.
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Figure 11: International Comparison
Mobile Telephony Price Declines, CAGR 2015-2017
Service Level 5 (Unlimited minutes, SMS, & 5GB data)
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions.
Notes: No data on growth/decline for Japan.

For all three of the service baskets shown in figures 9-11, Canada fared poorly in comparison to its
international peers by the measure of mobile wireless telephony price declines. Between 2008 and
2017, for the first two baskets (plans with 1GB and 2GB of data), Canadian price declines of CAGR -5%

and -4.3%, respectively, were significantly outstripped by declines ranging from CAGR -9.6% to -32.6% in

other countries. Price declines in Canada were only greater than those in one country: Germany. For
plans that include 5GB of data, Canadian prices declined by only CAGR -1.4% from 2015-2017, while in
all other countries prices declined by between CAGR -10.5 to -24.6%.® In terms of price declines for
mobile wireless broadband plans which do not include a voice component, the Nordicity report shows
that Canada’s performance was similarly poor, as the figures 12-14 demonstrate.

*® Nordicity’s mobile telephony service levels 1 and 2 represent plans that do not include a data component, and thus are excluded from this
report, as they are not directly comparable to the data-only plans that are under consideration. For these plans, Canada is a middle- to poor-

performer. For level 1 plans, which include only 150 minutes, Canada ranks 4™ of 5 countries measured (2" most expensive). For level 2 plans,

which include 450 minutes and 300 SMS, Canada ranks 4™ of 6, or 3" most expensive. See: Nordicity, 2017 Price Comparison Study of
Telecommunications Services in Canada and Select Foreign Jurisdictions.
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Figure 12: International Comparison
Mobile Broadband Price Declines, CAGR 2010-2017
Service Level 1 (2GB to less than 5GB)
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions.

Figure 13: International Comparison
Mobile Broadband Price Declines, CAGR 2012-2017
Service Level 2 (5GB to less than 10GB)
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions.



Figure 14: International Comparison
Mobile Broadband Price Declines, CAGR 2016-2017

Service Level 3 (10GB and more)
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions.

Similar to the case with mobile telephony plans, the Nordicity data presented above show that mobile
broadband plans in Canada have generally been subject to modest price decreases, with the exception
of plans that include more than 10GB, which increased in price by 1.6% from 2016-2017. In terms of
comparisons, these data again show that price declines in Canada have been significantly less than in
other G7 countries and Australia.

Between 2010 and 2017 for the lowest usage tier, Canadian price declines were the slimmest of all
countries studied at CAGR -3.2%, while declines in other countries ranged from CAGR -5.5% in Italy to
CAGR -17.4% in France. For the middle tier, only the United States, where prices increased by CAGR
0.8%, fared worse than Canada. For the highest tier (plans with 10GB or more), Canadian prices
increased by 1.6%, and only the UK saw worse performance. At the same time all other countries
experienced price declines between CAGR -8.8% and -38.4%. So, while the carriers may be technically
correct in noting that Canadian mobile wireless prices have generally declined over time, their
observations lack relevant context. When placed next to our international peers, Canada’s performance
on this measure is unquestionably poor.

30



Canada does not fare well in terms of overall price levels

A focus on change in price presents only a partial image of the situation. As noted by the affordability
report commissioned by the CRTC, understanding the relationship between adoption, price, and
affordability requires attention to fine grained and, to the extent possible, comprehensive detail.
According to Rajabiun, Ellis, and Middleton:

Understanding the multifaceted nature of affordability in a fine grained manner requires
detailed data on the price and quality of services, which can then be correlated with broader
indicators of socioeconomic disparities, such as income, place of residence, health status, ethnic
background, etc. Indicators of price levels, range of price/quality combinations, penetration
rates of advanced technologies and other high-level market outcome measures can offer
informative signals about affordability as an economic constraint on access, use, and the
development of the broader ICT sector.*

As discussed above, a focus on change in price does not paint Canada in a favourable light when
compared to our international peers. But while the carriers have focused on a selective presentation of
price declines in Canada to characterize the situation as improving, the Nordicity report’s study of
absolute price levels further confirms that mobile wireless services in Canada are significantly more
expensive than those found in comparable countries. Following the affordability report’s observations,
we now present international comparative data on price levels in order to determine what the signals
say about affordability. As shown in figure 15 below, for non-shared mobile plans that include both
voice and data, Canadian prices are higher than those found in any of the G7 countries and Australia, in
some cases more than doubling the lowest prices presented in the Nordicity study. These data confirm
that mobile wireless services in Canada are substantially less affordable than those found in comparable
countries.

* Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of Communications services”, Report commissioned by the
Canadian Radio-television and Telecommunications Commission, p. 2, emphasis added. Available at:
https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf
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Figure 15: International Comparison
Prices for Non-Shared Mobile Wireless Telephony Service Baskets that include data, Levels 3-5
2017, PPP-Adjusted CAS
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions, pp. 95-97. Available
at: https://www.ic.gc.ca/eic/site/693.nsf/vwapj/Nordicity2017EN.pdf/Sfile/Nordicity2017EN.pdf

Notes: Level 3: 1,200 minutes, 300 SMS, & 1 GB data. Level 4: Unlimited minutes, SMS, & 2 GB data.

Level 5: Unlimited minutes, SMS, & 5 GB data. No data available for level 3 price basket in Japan. “PPP-Adjusted CAS” refers to prices in
Canadian dollars, adjusted according to the “purchasing power parity” method of international pricing comparison. For more information, see
the included glossary of terms.

For each of the mobile telephony baskets presented in figure 15 above, 2017 Canadian prices were the
most expensive, in all three cases more than doubling the lowest-priced offer available.®® For mobile
plans with 1,200 minutes, 300 SMS, and 1GB, the Canadian plan was $70.70, $6.67 more than the same
plan in the next closest country (Germany), $31.62 more than Australia, and $50.19 more than the
lowest (Italy). For plans with unlimited minutes, SMS, and 2GB, Canada was again the most expensive at
$81.61, $27.32 more than the same plan in Australia, and $49.74 more than the lowest priced plan
(France). For the 5GB tier, Canada’s price of $104.49 was the highest, $37.45 more than in Australia and
$65.30 more than the French plan, which was the least expensive in this tier at $39.20. A similar
situation prevails for mobile broadband plans (i.e. mobile data plans that do not include a voice or SMS
component), as is shown in figure 16, below.

* Nordicity presents 6 mobile wireless telephony service baskets. The first two have been excluded above, since they do not include a data
component. The sixth basket is for “shared” data plans, i.e. those plans that require a subscriber to have more than one service in order to be
eligible to sign up for that plan. We have selected the level 2-4 baskets above because they are the most relevant to the present proceeding.
The other baskets in the Nordicity report do not show substantially different trends. In each case, Canadian mobile plans are also among the
most expensive of those surveyed. For level 1, Canadian plans are the second most expensive of five countries surveyed. For level 2, Canadian
plans are the third most expensive out of six countries, and for level 6, Canadian plans are the second most expensive of five countries
surveyed.
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Figure 16: International Comparison
Prices for Mobile Wireless Internet Service Baskets, Levels 1-3
2017, PPP-Adjusted CAS
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Source: Nordicity, 2017 Price Comparison Study of Telecommunications Services in Canada and Select Foreign Jurisdictions, pp. 95-97. Available
at: https://www.ic.gc.ca/eic/site/693.nsf/vwapj/Nordicity2017EN.pdf/Sfile/Nordicity2017EN.pdf
Notes: Level 1: 2GB to less than 5GB. Level 2: 5GB to less than 10GB. Level 3: 10GB and more.

For mobile broadband plans without a voice or SMS component (i.e. data-only plans), Canada was
among the top two most expensive countries for each of the three service tiers covered by the Nordicity
study. Of particular note with respect to the present proceeding, Canadian mobile broadband plans
between 2GB and 5GB, the lowest tier studied, were the most expensive. In this tier, the price in Canada
of $43.01 was more than double that found in five of the eight countries studied.

The Nordicity study is not alone in its findings. There is a litany of studies offering international
comparisons of mobile pricing, each of which employs a unique methodology to present and analyse the
available data. Similar to the Nordicity study, these reports all point to the same conclusion regarding
the international standing of Canada’s mobile pricing. Simply put, mobile wireless services in Canada are
more expensive than they are virtually anywhere else. In what follows, we present a selection of data
from the International Telecommunications Union (ITU), the OECD, Finnish consultancy Rewheel, and
the US Federal Communications Commission. As is explained below, each provides a perspective that is
of particular relevance to the present proceeding.

The Nordicity report does not present data on mobile wireless plans that include data in amounts less
than 1GB. Because the carriers’ proposals for “lower-cost data-only plans” range from offering 400 to
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600 MB of data, in the charts below we present relevant comparisons of plans that include between
500MB-1GB of data, drawing on OECD and ITU data. These data are particularly relevant to the present
proceeding, as these plans can be considered “entry level” offerings that are most likely to be options
considered low income people in Canada who could not afford the more expensive options at the higher
range of offers in the market.

The first data we present are from a survey conducted by the OECD of mobile broadband plans that
included at least 100 calls and 500 MB of data as of May 2017 (figure 17). The data in this survey include
applicable taxes, and are calculated using the purchasing power parity method, in terms of USDS. As the
figure below clearly shows, at $38.38 USD PPP, Canadian plans were notably more expensive than the
OECD average of $22.46 USD PPP. Indeed, Canada ranked at a disappointing 31*" of the 35 countries
covered in the comparison. The price of Canadian plans was nearly double the Australian price ($19.34
USD PPP), and only less expensive than plans in Hungary (544.30 USD PPP), the US ($46.21 USD PPP),
Czech Republic (549.79 USD PPP), and Japan ($67.16 USD PPP).

Figure 17: OECD Mobile broadband basket,
Low user, including 100 calls + 500 MB, May 2017, VAT included, USD$ PPP
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Source: OECD Broadband Portal. Available at: http://www.oecd.org/sti/broadband/broadband-statistics/

The data we present in figure 18 are drawn from the International Telecommunications Union (ITU)’s
World Telecommunications Indicators Database. The most recent data available from the ITU pertain to
2016 prices, and the plans surveyed were “prepaid” type plans that included 500 MB of data. This figure
presents prices as a function of gross national income (GNI) per capita, or, in other words, in terms of
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average income, a measure that is of particular relevance when considering the relationship between
price and affordability, since it presents pricing as a function of average income and thus draws a direct
link between the two variables.

Figure 18: Mobile-broadband,
prepaid handset-based (500 MB), 2016, As % of GNI per capita
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Source: ITU (2017). ICT Price Tables—Mobile-broadband,
prepaid handset-based (500 MB). World Telecommunications Indicators Database.

As figure 18 shows, Canada does perform better than the OECD average on this measure, at 0.43 vs.
0.52, respectively. However, at a rank of 15" out of 35 countries measured, Canada can be classified as a
middling performer at best. Furthermore, we note that the presentation of data by average income does
not account for differences in income level between households within countries. While this figure
suggests that Canadian prices for a 500MB mobile broadband plan may be within the mid-range of
affordability for people in Canada earning an average annual income,®! the same conclusion cannot be
drawn with respect to the low-income people which the Commission has identified as a specific concern
of the present proceeding. As our earlier analysis of adoption levels by income at the provincial and
national level showed, for many people earning low income in Canada, mobile phone service remains
out of reach.

® The ITU uses GNI per capita in USD for 2015 as a reference point for this and the other ITU figures presented here. For Canada, that figure
was USD$ 47,250. According to Statistics Canada, the average before-tax income of a Canadian household (average of all quintiles) in 2016 was
CADS 91,358. Average annual before-tax income for the lowest- and second-lowest income quintiles for 2016 were CADS 19,559 and CADS
43,436.

Source: Statistics Canada (2018). Survey of household spending in 2016. “Dwelling characteristics, by household income quintile, Canada,
2016”.
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The ITU also presents 2016 comparative data for the same mobile broadband basket (i.e. plans that
include 500MB) using the purchasing power parity (PPP) measure rather than as a percent of GNI per
capita. On this measure, Canada is also a middle performer, coming in slightly worse in terms of PPP
than GNI per capita with a rank of 23" out of 35 countries measured. At USD$ PPP 16.84, Canada was
slightly above the OECD average of USDS$ PPP 16.25, as show in figure 19.

Figure 19: Mobile-broadband,
prepaid handset-based (500 MB), 2016, PPP, USDS
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Source: ITU (2017). ICT Price Tables-- Mobile-broadband,
prepaid handset-based (500 MB). World Telecommunications Indicators Database.

For mobile data-only plans, the ITU presents statistics for postpaid computer-based plans that include
1GB of data for the year 2016. These plans are of specific relevance to this proceeding for two reasons.
First, the Commission is considering how to formulate a standard with respect to what “lower-cost data-
only” plans should be placed on offer, and, unlike several of the other comparisons presented, this plan
only provides data (i.e. no voice or other cost components related to transmission such as SMS). Second,
the 1GB figure more closely reflects the volume of mobile data that Canadians on average actually use
than do lower-usage plans such as the 500MB plan.®? Third, we note that the functions performed by
the carrier are identical regardless of whether the end user connects a smartphone or computer to the
network.

®2 As we discuss at greater length below, OECD data show that data usage for mobile broadband services in Canada was 1.49GB per subscription
per month in 2016.
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On the basis of price for 1GB postpaid computer-based plans, as a percentage of GNI per capita, figure
20 shows that Canada was among the worst performing countries in the OECD. It placed 30" out of 35
OECD countries, and, at 0.97%, was nearly twice as high as the OECD average of 0.55% GNI per capita.

Figure 20: Mobile-broadband,
postpaid computer-based (1 GB), 2016, as a % of GNI per capita

1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20

0.00

Spain |

Italy n——————
Israel m————

United Kingdom m——

Canacia
Greece
Mexico
_]apan |

Estonia m—————
Latvia ———
Finland m——
Poland m——

lceland n———
France N
Ireland n—————

Austria
Denmark
Norway
Australia ——
United States n————

Hungary |

Belgium m——
Portugal m—————
Slovakia

Sweden m——

Germany

Slovenia H——
Netherlands m———

OECD Average

Switzerland ———————

Luxembourg m=
Korea (Rep.)

Czech Republic m—————
New Zealand m————

Source: ITU (2017). ICT Price Tables-- Mobile-broadband,
postpaid computer-based (1 GB). World Telecommunications Indicators Database.

According to ITU data, for the same plan as shown above (figure 20) but measured by PPP in USDS
(shown below in figure 21), Canada’s postpaid computer-based 1GB mobile broadband plans compared
even less favourably than they did with respect to GNI per capita. In terms of PPP in USDS, Canada was
second worst among OECD countries (i.e. 34" of 35) at $37.89 USD PPP. In the United States, such plans
were less than half as expensive at $16.32 USD PPP, nominally above the OECD average of $16.31 USD
PPP. Canada’s price for this service offering was nearly four times the price of Australian mobile
broadband plans ($9.66 USD PPP) and more than seven times the least expensive, which were found in
Luxembourg at a rate of $5.05 USD PPP.
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Figure 21: Mobile-broadband,
postpaid computer-based (1 GB), 2016, PPP, USDS
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Source: ITU (2017). ICT Price Tables-- Mobile-broadband,
postpaid computer-based (1 GB). World Telecommunications Indicators Database.

Figure 22 (below) shows data from the United States Federal Communications Commission (FCC) for the
year 2017, again measured using PPP, which confirm the observation that Canada fares poorly with
respect to the mean monthly plan charge for smartphone data plans with usage limits >2 to <5 GB. For
these plans, the FCC presents data for 29 of the OECD countries. Of these countries, Canada ranked 28”‘,
or second most expensive, at $85.25 USD PPP, nearly double the average of $43.74 USD PPP. Only
Greece had plans of this type that were more expensive ($133.10 USD PPP), while the such plans in the
United States ($72.99 USD PPP) came in slightly lower than Canada. The price of plans in Australia
(525.01) was less than a third the price of Canadian ones, while plans in the cheapest country, Finland
(513.43) were less than one sixth the price of Canadian plans.
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Figure 22: Mean monthly plan charge for smartphone data plans with 22 to <5 GB Usage Limit
2017 (PPPS)
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Source: FCC (2018) International Broadband Data Report. 6th. ed, Table 5. Available at: https://apps.fcc.gov/edocs_public/attachmatch/DA-18-
99A1.pdf

The US FCC has also compiled a composite measure of the price per GB of mobile data for the period
July-August 2017, again using the PPP measure (figure 23 below). In order to calculate this measure, the
FCC estimates “a hedonic regression model to adjust prices for country-level differences in cost and
demographic factors, differences in mobile broadband product quality (e.g., plan usage limits) and
content quality.”®® Even controlling for quality as described above, Canada fares poorly by this measure,
as shown in the figure below. It ranked 22 of 29 countries surveyed with a 2017 price per GB of $51.38
PPP, substantially higher than the average of $37.88 PPP. The US, by contrast, ranked 12“‘, at $20.02
PPP, while Australia ranked 14" at $21.48 PPP.

% FCC (2018) International Broadband Data Report. 6th. ed, Table 7:Mobile Broadband Price Indices (PPP), pp. 70-71. Available at:
https://apps.fcc.gov/edocs_public/attachmatch/DA-18-99A1.pdf
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Figure 23: Mobile Broadband Price Indices:
Price/GB of Mobile Data (July-August, 2017) (PPP)
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Sources: FCC (2018) International Broadband Data Report. 6th. ed, Table 7: Mobile Broadband Price Indices (PPP), p. 70. Available at:
https://apps.fcc.gov/edocs_public/attachmatch/DA-18-99A1.pdf

The FCC’s findings on Canada’s relative international performance with respect to per GB pricing is also
broadly confirmed by the independent analysis of Finnish consultancy Rewheel. Rewheel calculates a
median “fully allocated gigabyte price” metric in order to make meaningful international pricing
comparisons. As Rewheel explains, the “[f]lully allocated GB price = tariff retail monthly price (incl. VAT)
divided by [the] included gigabyte allowance” with unlimited plans being assigned a finite volume of
200GB. The values presented by Rewheel represent the country-specific median price; Rewheel further
explains its method as follows: “when calculating the country median we have used the fully allocated
gigabyte prices from all the eligible plans of operator main brands, their sub-bands and the MVNOs we
tracked”.**

Rewheel’s findings are presented in the following two figures, which refer to the country median fully
allocated GB price for 4G smartphone plans with at least 1,000 minutes & featuring 3Mbit/s speeds, and
for 4G LTE mobile broadband plans with at least 3Mbit/s (i.e. mobile broadband plans that do not

* Rewheel Research (2018). “Digital Fuel Monitor: The state of 4G pricing—1H2018, Digital Fuel Monitor 9" release”, p. 34.
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include a voice feature), respectively. Both figures are presented in Euros, and were current as of April
2018.

Figure 24: Fully Allocated Gigabyte Price
(4G smartphone plans with at least 1,000 minutes & 3Mbit/s for HD video)
€, April 2018, Country median
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Source: Rewheel Research. Digital Fuel Monitor. “The state of 4G pricing—1H2018, Digital Fuel Monitor 9" release”. 1% May, 2018.

For smartphone plans, Rewheel’s data show that Canada, at €9.6 per GB, was ranked 39" of 41
countries surveyed, or in other words, a GB in Canada was the 3" most expensive. The price of a GB in
Canada was more than 3 times as much as the OECD average price, and was more than four times as
expensive as the EU28 average. Rewheel describes the prices found in Canada (together with those
found in the US and Korea) as “exorbitant” and a “universe apart” from those found in countries like
France.® It groups Canada together with other “laggard countries such as Greece, Cyprus, [and] Malta”,
and attributes the dramatic difference in price to the laggards’ status as “non-competitive markets”.®®

Rewheel’s findings with respect to data-only mobile broadband plans are very similar to the situation for
smartphones. As figure 25 below shows, a fully allocated GB of mobile broadband data in Canada was
€7.7 as of April 2018. This was cheaper than the price in only one country: Cyprus. This places Canada in
40™ place of the 41 countries measured, or 2" most expensive on this measure. Canada’s price of €7.7
per mobile broadband GB was 7 times the OECD average and more than 9 times the average price of a
mobile broadband GB across the EU28 countries.

® Ibid., p. 3.
* Ibid., p. 20.
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Figure 25: Fully Allocated Gigabyte Price
(4G LTE mobile broadband plans with at least 3Mbit/s for HD video)
€, April 2018, Country median

€10
€9
Mobile broadband plans with full mobility and
€8 €7.7 stationary (4G fixed-wireless) plans for home

€6
€5
€4
€3

€1
€0

fixed-to-mobile broadband substitution included
€5.6
€3.5
€28
€1.5
€1.1 €0.95 €0.84
LR
lllllllll---.eo'02
@ A0 & 2D >

8] Q
%
e
@o%j

> W© o > CPY > O NP 2 &N PR I I X R
obo‘\@é‘\\ L LA S LR SRS & R SR S & @ @R @R D
Q A ¥ Fe P P F P X S N PSP PO 0 o S A R R RG
& \°>\§® \\ \é‘ & B’Z_Q O‘Qé‘ %@Q{_@ @év‘{} \*\b\s@o@ © ‘\o@;@ E e @ Q’QP@ < P 4@@3@ \}00 NS oo e
N
S & * &
N 2 SO &
o 2N
' Fully alocated GB price = tariff retail monthly pruiﬂwﬂmﬂ VAT) divided by included gigabyte allowance Prices: April 2018
Unlimited plans were assinged a finite volume of 1,000 GB

Source: research.rewheel.fi ©

Source: Rewheel Research. Digital Fuel Monitor. “The state of 4G pricing—1H2018, Digital Fuel Monitor 9" release”. 1% May, 2018.

Rewheel also produces international comparisons of how many GB a subscriber can purchase for a set
price, ranging from €5 to €80. While we do not reproduce those comparisons here (for brevity’s sake),
Canada places no better than 33" of 41 countries measured for any of these measures, and indeed, is
among the 5 most expensive countries surveyed for all but two of the eleven sets of comparisons.®’

The last figure we present in this section on pricing (figure 26, below) shows an OECD international
comparison of mobile data usage per mobile broadband subscription as of December 2016. Despite
sometimes being portrayed as heavy users of communication services, these data show that people in
Canada use relatively less mobile data than people in other comparable countries. The OECD data show
that subscribers in Canada consume on average 1.49 GB per month, compared to the OECD average of
2.3GB. This places Canada in 23" place of the 32 countries for which data are available. People in the US
used 2.67 GB per month, while in Finland, which has the most prolific usage of the countries measured,
people used 10.95 GB monthly, representing more than 7 times as much usage as their counterparts in
Canada. A similar picture is presented by Cisco data, which show that mobile data usage in Canada in
2016 was 1.42 GB per month compared to 3.5 GB in the United States.®®

67 .

Ibid., p. 12.
% Cisco (2018). “VNI Forecast Highlights Tool”, Accessed May 21, 2018. Available at: https://www.cisco.com/c/m/en_us/solutions/service-
provider/vni-forecast-highlights.html#
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Figure 26: Mobile Data Usage Per Mobile Broadband Subscription, 2016
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Source: OECD Table 1.14 Mobile Data Usage per Mobile Broadband Subscription. Available at:
https://www.oecd.org/internet/broadband/broadband-statistics/

High prices cause affordability problems

The data presented above are relevant for several reasons. First, it is surprising that people in Canada,
who are often portrayed as prolific users of communication services, in fact use less mobile data than
the average of OECD countries. It is our opinion that this phenomenon is a direct result of the
comparatively high prices that characterize the Canadian mobile wireless market. As the affordability
report commissioned by the CRTC observed:

From the perspective of consumers, affordability is broadly viewed as a combination of pricing
and income variables, as well as the subjective value individuals derive from spending scarce
resources on particular goods and services. Traditional economic theory simplifies the concept

of affordability in terms of the consumer's “willingness to pay” (i.e. demand), which tends to
increase with incomes and decline with prices.*

& Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of Communications services”, Report commissioned by the
Canadian Radio-television and Telecommunications Commission, p. 1, emphasis added. Available at:
https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf
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Expanding further on this dynamic, Rajabiun, Ellis, and Middleton explain:

Even in countries with high average incomes such as Canada, individuals with very low or no
income must balance their spending on access to communications services against spending
priorities for other essentials such as food and shelter. Although consumers with higher incomes
can afford to pay higher prices for higher quality services, the extent to which low-income
individuals can afford services of quality sufficient to meet their individual requirements
depends on the level and range of the price/quality combinations on offer in the market.”®

Clearly, this is not a situation that has been resolved by market forces, nor have regulatory and policy
initiatives to date erased Canada’s “digital divide”, despite sustained efforts over the past decade. The
affordability study describes the problem as follows:

The incentives of operators to offer low-cost options is often limited in both the early stages of
market development, when only a small number of early adopters value a given service
sufficiently to pay for it, and in mature markets where the service has become essential to most
consumers. Monitoring the evolving pricing structure of the industry offers an important
window into understanding affordability as an economic constraint on consumers. To the extent
that more affordable communications services are crucial to the growth of the broader ICT
economy, network access price and quality information can be particularly valuable to
policymakers trying to promote productivity growth and economic development.”*

It is in the spirit of these observations on the importance of utilizing empirical data and analysis to
inform policy development that we have conducted the detailed study presented above. The figures we
have presented on overall adoption, adoption by income, and service pricing therefore bring crucial
perspective when considering why people in Canada are using less mobile data than their peers: based
on the evidence shown above, it is our opinion that Canada’s low mobile adoption, and low mobile
adoption amongst those earning lower levels of income in particular (i.e. those in the lowest income
quintile, and to a lesser extent, those in the second lowest quintile), is explained primarily by the fact
that mobile services in Canada are so expensive. In other words, contrary to the assertions of carriers
such as Bell Mobility and Telus, mobile services remain unaffordable for many in Canada.

This conclusion is also supported by the authors of the affordability study, who found that:

While lack of interest or low skill levels partially explain lower adoption and use among low-
income individuals, cost remains a dominant motive for why low-income Canadians do not use
the Internet. Nevertheless, the growing essentiality of broadband and increases in the
inelasticity of demand to price, along with country-specific factors, enable incumbent operators
in Canada to charge prices that are higher than offerings by their counterparts in most other
advanced economies. International comparisons also suggest that the range of low-cost options
available in the Canadian market tend to be relatively limited, meaning that low-income
households are likely to have fewer affordable options in service plans than their counterparts
in other advanced economies.”?

70 Ibid, p. 2, emphasis added.
n Ibid, p. 12, emphasis added.
2 Ibid, p. 25, emphasis added.
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In the final section of this report, we assess the specific proposals that the national carriers (i.e. Bell,
Rogers, and Telus) have submitted to the Commission in this proceeding. We are of the view that these
proposed plans are not likely to meet the affordability needs of people earning a low income in Canada.
Based on this assessment, we also are concerned that the plans proposed by the carriers, and
specifically their pricing, cannot be considered “just and reasonable” by either the standard of a price
level that reflects the cost of service provision plus a reasonable markup,’® or by the requirement that
telecommunications services meet the social and economic requirements of users.”* In light of the
evidence, we question whether a policy of unconditional retail forbearance can or should maintained by
the Commission, and suggest that to do so may in fact be inconsistent with the legislated
telecommunications policy objectives as well as the standards for forbearance established in section 34
of the Telecommunications Act. Simply put, we believe that the evidence presented in this report and by
others over the course of this proceeding shows that competition in the mobile wireless sector has been
insufficient to protect the interests of users—as demonstrated by the persistent lack of access to
affordable mobile services facing lower-income people in Canada--and therefore that the Commission
must take concrete action to address the situation.

Finally, based on our assessment of the carriers’ proposals, and using other relevant information, we
provide several recommendations about the shape that a solution to the problems described above
might take.

Does the cost of providing service make Canada’s high rates “just and reasonable?”

Despite the fact that a preponderance of the evidence shows that mobile wireless prices in Canada are
substantially higher than they are in comparable countries, and that adoption of mobile services that
include a data component are comparatively low, the carriers maintain that “Canadians are receiving
exceptional value for their wireless services with access to world-leading wireless infrastructure and
services at affordable prices. This success is the result of the competitive retail wireless market in
Canada that is based on billions of dollars in private investment and rigorous competitive process”.”
Similarly, Telus argues that “[t]he best evidence of the strength of the wireless marketplace in Canada
lies in its overall performance, especially when considered according to the incentives of service
providers to innovate and invest [...] Wireless providers in this country are all investing scarce capital

dollars to deliver the best network experience for their customers”.”®

Indeed, the argument that international comparisons of pricing data do not adequately account for
network quality or the high relative cost of building networks in a “vast and sparsely populated
country””’ like Canada are nothing new. These arguments have been frequently invoked by the carriers

” The Commission’s current range of acceptable markups ranges from 15 to 40 percent. See: CRTC (2016). “Informational session costing
principles and concepts: telecommunication industry”. Available upon request from the authors. See also: Telecom procedural letter addressed
to distribution list, Re: CRTC Informational sessions on telecommunication services costing principles & concepts, available at:
https://crtc.gc.ca/eng/archive/2016/1t160120.htm and associated reference: https://crtc.gc.ca/partvii/eng/2008/8638/c12 200805906.htm

" This requirement is found in the Telecommunications Act’s section 7 objectives, and additionally competition sufficient to protect the
interests of users is the key criterion in determining whether the Commission may, or shall, forbear from the regulation of telecommunications
services pursuant to section 34 of the Act.

7 Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para 23.

7 Telus (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, paras. 47 & 48, respectively.

77 Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para 1.
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and others to justify the high price levels that prevail in the Canadian mobile wireless market. An article
from Telus’s blog in 2013, written by Telus senior vice president Ted Woodhead, argues the following:
“When you consider our enormous investment, challenging geography, sparse population and
outstanding networks Canada really SHOULD be the most expensive country for wireless service in the
OECD, but we’re not. That’s a great success story we should be celebrating”.”® Telus’ proposal in the
present proceeding also relies on a report by consultant Jeffrey Eisenach which makes similar arguments
in an effort to discredit the Nordicity report’s findings that Canadian mobile wireless prices are
expensive and unaffordable.” For instance, the Eisenach report argues that “by failing to account for
differences in service quality and usage, as well as underlying cost factors, the Nordicity Report ignores
the fact that Canadians are getting more for their mobile broadband dollar than consumers in low-

price/low-performance countries in Europe”.®

These arguments have been echoed more recently in a report entitled “The state of competition in
Canada’s telecommunications Industry—2018”authored by Martin Masse under the banner of a free-
market think tank called the Montreal Economic Institute (MEI).2* While the MEI report concedes that
“[t]he prices Canadians pay for telecommunications services according to Nordicity’s international
comparisons remain generally higher than in most countries”, it nevertheless attempts to cast
aspersions on the Nordicity report’s methodology and conclusions. Instead, the MEI argues that,
because “Canada’s density of wireless connections per km? is one of the lowest in the world”, and since
the level of telecommunications investment in Canada “outshines most other countries [...] [t]he
average bill that Canadians pay for their wireless and internet services keeps increasing not because
they have to pay more for the same services, but because they are paying for more and better

services”.®

The essence of all these arguments is two-fold. First, it is argued that international comparisons are
generally inapt, since these comparisons do not always account for the quality of networks. According to
this line of argument, the relatively high quality of Canadian networks is shown by reference to
performance metrics (e.g. speed and coverage) as well as the comparatively high level of investment
(i.e. cost) in Canada’s networks. Second, it is argued that the prices facing wireless subscribers in
Canada, even when it is conceded that they are comparably high, are economically justified, because
they reflect the high cost of building networks, and that Canadians “are paying more for more and

better services”.®®

We have already addressed the issue of network quality above, in the discussion of LTE availability and
LTE speed. Briefly, this discussion showed that Canada is a middle performer in terms of LTE availability,
and, while speeds are on the high side at 9" of 33 countries surveyed by OpenSignal, Canada’s measured
speed of 32.9 Mbps is not remarkably higher than the OECD average LTE speed of 28.4 Mbps. In other

® Woodhead, T. (2013). “Scratch the surface and the shine comes off critic’s mythology”. Telus Blog. Available at: https://blog.telus.com/public-
policy/scratch-the-surface-and-the-shine-comes-off-critics-mythology/

7 Report of Dr. Jeffrey Eisenach at para 59, submitted by TELUS as expert evidence in TNC2017-259. Dr. Eisenach is an economist and Managing
Director and Co-Chair of NERA's Communications, Media, and Internet Practice. For its submissions in TNC 2017-259, TELUS asked Dr. Eisenach
to provide the objective evidence of the performance of the Canadian wireless retail marketplace. TELUS submitted this evidence on the record
of the proceeding in TNC 2017-259 (the “Eisenach Report”) and quotes from that report in its Intervention. See
https://services.crtc.gc.ca/pub/DocWebBroker/OpenDocument.aspx?DMID=2963477.

& Ibid., para. 77.

# Masse, M. (2018). “The state of competition in Canada’s telecommunications industry—2018”. Montreal: MEI. Available at:
https://www.iedm.org/sites/default/files/web/pub_files/cahier0118 en.pdf

# Ibid., p. 5.

* Ibid.
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words, while Canada’s mobile networks fare reasonably well on availability and performance measures,
the data do not support the conclusion that Canadian wireless networks are “world leading” as the
carriers contend.®

Furthermore, we note that all of the comparisons do account for quality insofar as they compare plans
of similar or equal monthly data volume. This metric is particularly relevant when considering the issue
of “lower-cost data-only” plans targeted toward providing affordable access for lower-income people.
As we have previously discussed, data volume, not speed, is the more relevant factor in the present
situation, since high-speed networks may be of little or no value for people who expect to make small
amounts of network usage over extended periods of time, rather than large bursts of usage in short
episodes. When volume limits are so small as to be potentially reached in a matter of moments, it is the
limit that matters most, not the speed with which it can be reached.

The carriers themselves appear to have recognized that some people value having greater data volumes
at lower speeds rather than less data at higher speeds. This is demonstrated by the introduction of “3G”
(i.e. LTE access throttled to 3Mbps) plans that include more data volume dollar-for-dollar relative to
comparable 4G plans, by national-carrier sub-brands such as chatr and Public Mobile.?> We note,
however, that the introduction of these plans does not appear to have substantially contributed to
closing the persistent affordability gap in the Canadian market to date.

Additionally, we note that the FCC data presented above employ “a hedonic regression model to adjust
prices for country-level differences in cost and demographic factors, differences in mobile broadband
product quality (e.g., plan usage limits) and content quality.”®® These FCC data generally support the
conclusion of other sources that Canadian mobile prices are high by relative standards, in some cases
dramatically so.

In spite of all this, there are additional reliable data available which allow for an assessment of the
carriers’ proposed “lower-cost data-only” plans factoring for capital investment and other cost factors.
The source of these data, in fact, is the CRTC and the carriers themselves, which, over the course of the
past several years, have developed detailed economic cost studies based on the carriers’ own regulatory
economic cost study manuals. These studies apply to the national carriers’ mobile wireless networks and
are based on the prospective incremental cost methodology known as the “Phase 11” model. While
comparable data are unfortunately not available for countries other than Canada, making an
international comparison by this metric impossible, it is nevertheless our opinion that the results of
these studies are a reliable and accurate measure by which to assess the carriers’ proposed “lower-cost
data-only” plans on the basis of cost.

¥ Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para 23.

% See Public Mobile website, “Offer details”: “Plans with 4G LTE data can access maximum LTE download speeds (manufacturer rated at up to
750 Mbps; expected average speeds 12-200 Mbps). Plans with 3G data may reach download speeds of up to 3 Mbps, with the coverage and
reliability of the LTE network.” Accessed May 21, 2018. Available at: https://www.publicmobile.ca/en/bc/plans/40for2GB-3Gspeed

® FCC (2018) International Broadband Data Report. 6th. ed, Table 7:Mobile Broadband Price Indices (PPP), pp. 70-71. Available at:
https://apps.fcc.gov/edocs_public/attachmatch/DA-18-99A1.pdf
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Assessment of carriers’ proposed “lower-cost data-only” plans

In Telecom Regulatory Policy CRTC 2015-177, “Regulatory framework for wholesale mobile wireless
services”, the Commission determined that regulation of wholesale mobile wireless roaming rates is
necessary “in light of its finding that wholesale roaming is not subject to a sufficient level of
competition”.!” The determination that such regulation is necessary was a direct result of the
Commission’s finding that, in fact, “Bell Mobility, [Rogers], and [Telus] collectively possess market power
in the national market for GSM-based wholesale roaming”.88 In that same decision, the Commission
found that “Bell Mobility, [Rogers], and [Telus] collectively possess market power in the national market
for GSM-based wholesale MVNO access”,® although it declined to require that the carriers offer access
to third-party service providers (i.e. mobile virtual network operators, or MVNO)s at that time, a

decision which it has recently reconfirmed.”

In March of 2018, the Commission issued Telecom Order CRTC 2018-99, “Wholesale mobile wireless
roaming service tariffs—Final rates”. In this order, the Commission approved “on a final basis rates for
the wholesale mobile wireless roaming services provided by Bell Mobility, RCCI, and TCI.” °* Additionally,
the Commission explained that its determinations “will further enable sustainable facilities-based
competition in the Canadian mobile wireless services market. The determinations foster increased
investment in high-quality networks by wireless carriers resulting in more affordable and innovative
services being available to all Canadians.”®?

The order approving the final rates for the national carriers’ wholesale mobile wireless roaming service
tariffs came after a lengthy process, the overarching goal of which was to ensure that regional and “new
entrant” mobile service providers such as Freedom Mobile, Vidéotron, Eastlink, and Sasktel would be
able to effectively compete with the national carriers. While the order only regulates wholesale mobile
wireless roaming services, the actual figures arrived at as a result of that process are directly applicable
to the national carriers’ costs for transmission of data to their own end users. According to the
Commission’s analysis and determinations:

The wholesale roaming cost studies submitted by the national wireless carriers are based on an all-
carrier approach and include all traffic on the mobile wireless network for each of voice, SMS, and
data services. In addition, the studies include costs that are specific to wholesale roaming
customers, such as costs related to interconnection, roaming agreement processing, billing, and
third-party clearinghouses.

Furthermore, on the basis that there is no difference in the cost to deliver a mobile wireless unit of
demand (e.g. a megabyte [MB] of data, a minute of voice, or an SMS) for a national wireless carrier’s
retail end-user or for a wholesale roaming customer’s end-user, the Commission considers it
appropriate for costs for all wireless network elements (i.e. the radio access network [RAN], the

¥ Telecom Regulatory Policy CRTC 2015-177, “Regulatory framework for wholesale mobile wireless services”, introduction.
& Ibid, para. 74.
* Ibid, para. 88. An MVNO is a third-party service provider which purchases wholesale access to mobile networks and establishes a direct retail
relationship with customers, often offering differentiated products and services not on offer from incumbent firms. For more information, see
included glossary of terms.
% see: Telecom Decision CRTC 2018-97, “Reconsideration of Telecom Decision 2017-56 regarding final terms and conditions for wholesale
mobile wireless roaming service”. Available at: https://crtc.gc.ca/eng/archive/2018/2018-97.htm
! Telecom Order CRTC 2018-99, “Wholesale mobile wireless roaming service tariffs—Final rates”, introduction. Available at:
st12ttps://crtc.gc.ca/eng/archive/2018/2018—99.htm

Ibid.
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backhaul network, and the core network), including spectrum, to be included in the wholesale
roaming cost studies.”

Although the regulatory requirement to provide service at these rates only applies to wholesale mobile
roaming services, the Commission clearly recognizes that the rates themselves are representative of the

national carriers’ cost for delivery of voice, SMS, and data to retail end-users. As noted by the
Commission, these rates are calculated using forecasts of data usage derived from company-specific

historical information (i.e. historical unit demand)® and account for the cost of “all wireless network
elements”. These figures are therefore particularly useful when addressing claims that Canadian mobile
prices are high because of low population density, challenging geography, or, in other words, that it is
expensive to build networks because of the large investments required.

We acknowledge that there are costs associated with the provision of retail services, including sales,
marketing and customer service costs, that are different from the costs “related to interconnection,
roaming agreement processing, billing, and third-party clearinghouses” included in the wholesale
roaming rates. While the information required to compare these costs is not publicly available, we note
that the regulated rates include a markup that is designed to enable the carriers to recover fixed
common expenses not captured by the underlying causal cost factors that determine the base regulated
rate. Examples of the type of costs the markup is designed to recover include those associated with
corporate finance, human resources, legal, corporate security, corporate communications, corporate
advertising, and regulatory.”

Indeed, when considering what magnitude of markup to apply to wholesale mobile wireless roaming
rates, which had not been previously regulated, the Commission opted for the maximum rate of 40% as
proposed by the national carriers. It explained its decision to do so as follows:

In Telecom Regulatory Policy 2015-177, the Commission determined that access to the national
wireless carriers’ wholesale roaming is essential to providing broad or national network coverage so
that smaller wireless carriers may compete sustainably in the retail market. The Commission also

considered that the establishment of cost-based wholesale roaming rates for the national wireless
carriers must take into consideration both an incentive for these carriers to keep investing in and

deploying wireless networks, and for new entrants and smaller wireless carriers to invest in areas

where they have spectrum.

[...]

In light of the above, the Commission considers that the national wireless carriers’ proposed markup

of 40% responds to the Commission’s concerns expressed in Telecom Regulatory Policy 2015-
177 regarding the incentive for investment. Further, in light of all of the already discussed
adjustments to the national wireless carriers’ wholesale roaming rates, the Commission considers

that this markup would not represent a barrier to sustainable retail competition. Accordingly, the

% Ibid, paras. 22-23, emphasis added.

* See: ibid., paras. 91-99.

% A comprehensive list is provided in Decision CRTC 2008-14. For more information, see: CRTC (2016). “Informational session costing principles
and concepts: telecommunication industry”. Available upon request from the authors. See also: Telecom procedural letter addressed to
distribution list, Re: CRTC Informational sessions on telecommunication services costing principles & concepts, available at:
https://crtc.gc.ca/eng/archive/2016/1t160120.htm and associated reference: https://crtc.gc.ca/partvii/eng/2008/8638/c12 200805906.htm
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Commission determines that a markup of 40% is to be applied to the national wireless carriers’
wholesale roaming rates.’

In short, the Commission considers that the rates it has set for regulated wholesale mobile roaming,
including the 40% markup, maintains the incentive of national carriers to continue investing, on a
forward-looking basis, in the same “high-quality” networks that they have built over the course of the
past three decades. It also considers that the rates will enable competitors who purchase this roaming
access in order to provide their own customers with broad national coverage will also be able to offer
retail service at rates commensurate with those which prevail in the retail market.

In its final determination, the Commission confirms the appropriateness of the rates it has set, noting
that:

The Commission has a duty to ensure that the rates paid for regulated telecommunications services
are just and reasonable at all times. The Commission considers that the final rates for the national
wireless carriers’ wholesale roaming set out in this order are just and reasonable, for the reasons set
out in this order.”’

In the following figure (27), we apply the Commission’s established rates to the carriers’ proposed
“lower-cost data-only” plans, in order to serve as the basis for our assessment of whether these plans
can be considered reasonably priced in reference to the cost of the data provided by the service(s), or,
in other words, as an illustrative means of assessing claims that mobile wireless prices in Canada are
high because they reflect the cost of building networks.

Figure 27: Proposed “lower-cost data-only” plans, incl. delivery cost & markup

Carrier Plan Price . MB Carrier’s cost/MB Total COSt. of data Markup
included transmission

S30 500 $0.013281 $6.64 351.8%

$25 400 $0.013978 $5.59 347.1%

TCI (Telus) S30 500 $0.014071 $7.04 326.4%

TCI (Telus) S30 600 $0.014071 $8.44 255.3%

Source(s): Carriers' proposals: TNC CRTC 2018-98; Cost per MB: Telecom Order CRTC 2018-99, "Wholesale mobile wireless roaming service
tariffs — Final rates", Available at: https://crtc.gc.ca/eng/archive/2018/2018-99.htm.

Note: Cost per MB includes CRTC-approved 40% markup.

As the figure above shows, the carriers’ proposed “lower-cost data-only” plans range in price from $25
to $30 per month, and include data volumes of between 400 and 600 MB. Applying the CRTC’s figures
for the cost of data transmission to these plans shows that the proposed retail prices of these plans are
not only higher than the cost of delivering the service, but are drastically so. The carriers’ delivery cost
ranges from a total of $5.59 for Rogers’ $25 400MB plan at the low end to a total of $8.44 for Telus’ $30
600MB plan. For the plans presented above, the total markup—which represents a compound figure,
since the principal sum upon which it is based already includes a 40% markup—ranges from a low of
255.3% for Telus’ plan, to a high of 351.8% for Bell’s $30 500MB plan. These ratios are astonishingly

% Telecom Order CRTC 2018-99, “Wholesale mobile wireless roaming service tariffs—Final rates”, paras. 186& 189, emphasis added. Available
at: https://crtc.gc.ca/eng/archive/2018/2018-99.htm
97 .

Ibid., para. 193.
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high, and stand as a sobering counterpoint to claims that Canada’s wireless prices are justified because
they purportedly reflect the cost of network building.

Again, we note that, while the above figures demonstrate that the proposed retail price of the carriers’
plans is much higher than their cost to provide the delivery of the included data, the common costs
associated with wholesale versus retail service provision may be different. However, the magnitude of
the margin displayed above is highly suggestive of prices that are much higher than what could be
considered “just and reasonable” were they regulated at retail, and furthermore, that the retail rates
being proposed are much greater than the prospective incremental costs associated with sustainably
building and maintaining mobile network infrastructure.’®

For comparative purposes, we have also developed the following figure (28). The data are drawn from
the legislated roaming rates that were put in place in 2014 under the previous government, which were
in turn based on all carriers’ average per MB retail revenue for the year 2013.% We note that, since they
are based on average per MB retail revenue, the estimates below are not necessarily representative of
the actual prices paid for Canadian mobile wireless service plans in 2013. The price of data varies from
plan to plan and from provider to provider. That being said, if the carriers had offered their proposed
“lower-cost data-only” plans in 2013 at industry-average per MB rates, then the following chart
provides, in our view, a reasonable approximation of what their retail prices would have been—or, to be
more precise, what revenue the proposed plans would have generated.

Figure 28: “Lower-cost data-only” plans based on 2013 average per MB retail revenue

Carrier Plan Revenue MB included AR T A3 differenFiaI,
revenue/MB proposed vs estimate
$18.50 500 $0.037 38.3%
$14.80 400 $0.037 40.8%
TCI (Telus) $18.50 500 $0.037 38.5%
TCI (Telus) $22.20 600 $0.037 26%

Source(s): Carriers’ proposals, TNC CRTC 2018-98; Average retail revenue/MB: TNC CRTC 2015-186, Available at:
https://crtc.gc.ca/eng/archive/2015/2015-186.htm

As figure 28 shows, the price of the plans that the carriers have proposed in this proceeding is higher
than the estimated 2013 prices for all carriers, by a substantial margin. This suggests that, in essence, if

% Finally, we note that the wholesale roaming rates used to estimate the carriers’ costs for this plan, and for our other estimates above, are
based on the prospective incremental cost model (i.e. Phase I1). In simple terms, this method of imputing the cost of a service is based on
formulating an estimation and hypothetical calculation of what it would cost to establish a network for the purpose of providing the service in
question. In the case of the national wireless carriers, the capital costs of their respective mobile wireless networks have already been incurred
over the course of the past three decades. This means that the above estimate, based as it is on the Commission’s approved forward-looking
costs, is inherently conservative. The national carriers do not need to build new networks to provide service. The marginal cost of providing the
service to network operators whose infrastructure is already in the ground and operational across the network is undoubtedly much lower than
what is represented by our proposal.

* These rates were calculated using a complex methodology. For more detail, see:

Telecom Decision CRTC 2015-540, “Legislated wholesale domestic roaming caps under the Telecommunications Act”. Available at:
https://crtc.gc.ca/eng/archive/2015/2015-540.pdf For the legislated rates, see associated notice of consultation, available at:
https://crtc.gc.ca/eng/archive/2015/2015-186.htm
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the Commission were to approve the carriers’ proposals as they currently stand, it would be effecting a
price increase of between 26%-40.8% for these plans. Put another way, the plans being proposed at
present are priced in such a way as to generate substantially higher revenues than would similarly
configured plans set at 2013 rates. This presents a significant concern and should give the Commission
pause as it considers how to address the carriers’ “lower-cost” proposals.

Furthermore, while the figures provided above in figure 28 are an estimate, they correlate closely with
data-only “flex” plans that were available in 2013, confirming their appropriateness as a comparator for
available 2013 plans. The following images (figure 29) are excerpted from a 2013 Rogers marketing
leaflet:

Figure 29: Rogers’ iPad flex rate plan, 2013

—

omplement Wi-Fi connectivity with the freedos
\%ireless internet for your iPad.

WIRELESS INTERNET INCLUDED

10 MB
If usage is greater than 10 MB,
$10 will be charged.
100 MB
If usage is greater than 100 MB,
$20 will be charged.
500 MB
If usage is greater than 500 M8,
$40 will be charged
5GB
If usage is greater than 5 GB, $10 per
additional GB will be charged.

Available on a wm Online billing included in all plans.

new activations only and subject 1o d

Source: Authors’ archives.

As is clear from the images in figure 29 above, in 2013 Rogers in fact did offer a 500MB stand-alone
data-only plan for $20, a price which closely resembles our 2013 estimate based on average per-MB
retail revenue of $18.50 for a 500MB plan. We also note that, in 2013, both Bell and Telus offered flex
plans that were similar, if not identical, to the Rogers plan shown above in terms of price and
corresponding data volume. This, in our view, confirms that the estimates provided in figure 28 are an
appropriate representation of the market price of data-only plans available in 2013, and thus serve an
important illustrative purpose in the context of this proceeding. Furthermore, these estimates support
the conclusions that that the carriers’ current proposed plans are not sufficient to meet the expectations
associated with what “lower-cost data-only” plans should look like in today’s market.
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In fact, the national carriers all currently or recently have offered mobile wireless data-only “flex” plans
at rates lower than those proposed to the Commission in this proceeding. Bell Mobility, for instance,
offers a “Flex plan” for tablets that has a base rate of $10 per month and includes a 100 MB data
allowance. After a subscriber reaches that limit, the price increases with usage. If a subscriber to the flex
plan uses 500MB, the rate becomes $20, or $10 lower than Bell’s proposed plan for the same amount of
proposed data. If a subscriber uses 2GB of data, the price becomes $30, equal to the rate of Bell’s
proposed plan but allowing four times as much usage. The price increases one additional time, to $45
for 5 GB of data, after which a $10/GB rate is charged. Regardless of usage, the flex plan also gives users
access to Bell’s “Tablet TV” application at no additional cost, although Bell notes that “standard data
rates apply to any viewing over the cellular network.” ' See figure 30 below.

Figure 30: Bell Tablet Flex Plan

Our Tablet Flex plan adjusts to your needs.

Not sure how much data you need? Our Tablet Flex plan automatically adjusts according to your usage per month?, so you'll always get the
best rate available.

@ Tablets purchased in full up front or bring your own

Flex plan — from $10/m°-
upto 100 MB of data $10/meo-

Connect for as little as $10/month and the flex plan will adjust according to
your usage per month.

Upto 500 MB of data $20/mo-
View all tablets

Upto 2 GB of data $30/me-
e Additional plan information

Bonus: upto 5 GB of data $45/mo-

« Get access to Tablet TV for 24 months®

Additional data over 5 GB is S10/GB

Other details:

« Tethering not included; chargeable at Pay Per Use Flex Data rates
« One-time fees apply for certain changes you make to your service.
Subject to change over time. See bell.ca/onetimefees for details.

I@ See full offer details

Current as of May 23, 2017. Available within network coverage areas available from Bell Mobility where technology permits; see bell.ca/coverage. Roaming charges may apply outside your local
area. Subject to change without notice. Taxes extra. Other conditions apply.

Source: Bell website (2018). “Tablet data plans”. Accessed May 22, 2018. Available at: https://www.bell.ca/Mobility/Cell_phone_plans/Turbo-
Stick-and-Turbo-Hub-data-plans

Telus used to offer a similar “flex plan” for tablets, but has removed the offer from the marketplace. It
does, however, continue to offer flex plans for mobile internet devices such as dongles, portable “hot

1% Bell Mobility (2018). “Tablet data plans”. Accessed May 20, 2018. Available at:

https://www.bell.ca/Mobility/Cell_phone plans/Tablet PC data_plans
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spots” or “rocket sticks at the same effective rate as its proposed plans (i.e. $30 for 500MB),”* and it
also currently offers a $30 500MB data-only plan through its Koodo sub-brand that appears to be
available to smartphone users.'® If the Commission’s intention is that the carriers’ “lower-cost data-
only” plans should offer data at rates lower than those currently available, then clearly neither Bell nor
Telus’ proposals qualify, although Telus’ 600 MB plan could be seen as a modest, if wholly inadequate,

step in the right direction.

Rogers also used to offer a flex plan for tablets similar to those offered by Bell and Telus, as noted
above. As recently as April 25, 2018, Rogers’ website was advertising the stand-alone availability of its
“Light” data-only plan.’® Similar to the Bell flex plan, Rogers’ latest data-only flex plan started at $10 for
the first 100MB and charged $20 per 2GB for further usage. However, shortly after submitting its
“lower-cost data-only” plans to the Commission, Rogers changed the terms of its in-market data-only
plan, making the offer available to existing “eligible Rogers postpaid mobile customers only”.'%® By tying
its service to the purchase of a smartphone plan, Rogers appears to have effectively taken away its most
affordable mobile broadband plan with one hand, while offering the Commission an inferior plan with

the other.

Based on the above assessment, it is our opinion that the carriers’ proposed plans are not likely to meet
the affordability needs of people earning a low income in Canada. We are also of the view that the plans
proposed by the carriers, and specifically their pricing, would likely fail the “just and reasonable” test, if
the Commission were to engage in a comprehensive analysis of the relevant facts and circumstances
related to forbearance and rate regulation. In light of the evidence presented above, we question the
appropriateness of unconditionally maintaining a policy of retail forbearance. In our view, the persistent
gap in adoption amongst lower-income people in Canada, coupled with the highly problematic nature of
the carriers’ proposals, calls out for corrective action.

Taking such action would contribute to furthering the legislated telecommunications policy objectives,
particularly s. 7(b) of the Telecommunications Act, which refers to the goal of rendering “reliable and
affordable telecommunications services of high quality accessible to Canadians in both urban and rural
areas in all regions of Canada”, and s. 7(h), which seeks to ensure that telecommunications in Canada
“respond to the economic and social requirements of users of telecommunications services”.'® We note
that competition in Canadian mobile wireless markets to date has clearly been insufficient to meet the
requirements of lower-income people, and that consideration of this state of affairs is crucial to the

legislative test for determining whether forbearance is appropriate or necessary.'”’

Given the information provided above, we believe that the Commission should reject the carriers’
proposals as they stand at present. Endorsing these proposals would be tantamount to concluding that

' Dongles, hot spots, and rocket sticks are portable devices offered by mobile service providers that enable mobile data connectivity much in

the same way as a standard router would, but in portable format.

12 Telus (2018). “Mobile internet”. Accessed May 20, 2018. Available at: https://www.telus.com/en/bc/mobility/mobile-internet/?linktype=nav
Koodo (2018). “Select a plan type”: No tab. Accessed May 20, 2018. Available at: https://www.koodomobile.com/rate-
plans?INTCMP=KMNew_NavMenu_Shop_Plans

% See: https://twitter.com/BenKlass/status/989002538841092097

Rogers (2018). “Mobile Internet”. Accessed May 20, 2018. Available at: https://www.rogers.com/consumer/wireless/mobile-internet?ipn=1
1% Telecommunications Act (S.C. 1993, c. 38).

7 See: Telecommunications Act (S.C. 1993, c.38). s. 34.
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‘poor internet for poor people’ is good enough. Respectfully, we submit that there are alternative
options better suited to meeting the needs of all parties, as we discuss below.

Recommendations—price and data volume

With the above in mind, and in consideration not just of the cost figures and estimates presented above,
but of the international pricing comparisons presented earlier in this report as well, we present the
following proposal for the Commission’s consideration. In fact, our proposal was inspired by our survey
of the available in-market mobile broadband plans presented above. We believe our proposal
represents an elegant solution which addresses the affordability needs of everyone as well as the
carriers’ legitimate interest in earning a fair return:

Figure 31: “CRTC flex plan”

CRTC FLEX PLAN from $5/M°
LLO or i 250IME:
ower price
500IMB!
7159 VIS
| &5
L5 &5
CE
More usage ~
Market price 2. 95

Source(s): Inspired by existing in-market carrier mobile broadband data-only plans.

Essentially, we propose that the Commission should adopt the carriers’ “flex plan” approach to
providing “lower-cost data-only” plans. There are numerous advantages to this approach, and, as far as
we have been able to ascertain, no discernable downsides.

First, subscribers to this plan would pay an initial fee of $5—the same entry-level price point at which
Rogers, Bell, and Telus offered their flex plans in 2013--which for the CRTC flex plan would enable 250
MB of data usage. Just like with the existing flex plans, increased use of the network would trigger
correlative increases in the rate. We propose that, after reaching 250MB, the fee would increase by S5
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per increment of 250 MB until reaching $20, which corresponds to 1GB of usage. Twenty dollars per
month is equivalent to 1.2% of the average income among lowest-income households for 2016, roughly
the same proportion of income that Bell endorses as affordable in its proposal.’® 1GB also aligns more
closely with how people actually use their mobile services than do the carriers’ 400MB-600MB initial
proposals—as figure 26 showed above, users in Canada generate on average 1.49 GB of traffic per
month.

After reaching 1 GB, the S5 increments would continue, but the rate at which the data allowance
increases would go up, incorporating a reasonable volume discount. $25 would provide a 1.5 GB data
allowance, reflecting the average amount of data that people in Canada use in a month. At $30 for 2 GB,
the CRTC flex plan will have converged with existing market pricing. Further data usage would trigger
the final tier, which is set at $45 for 5 GB, the same as Bell’s existing flex plan.

The feasibility of these plans for carriers and their appeal to people who could not otherwise afford
lower amounts of mobile network access is supported by the Ericsson report’s finding that, “[p]lans with
low-to-moderate allowances (lower than 2GB per month) represent around 35 percent of users and 12
percent of traffic in the networks. From a capacity point of view,” the report notes, “these customers

could be viewed as easy to serve.”'*

We believe that our CRTC flex plan proposal represents a conservative compromise. The conservative
nature of this proposal is underscored by the generous margin (over and above the built-in margin of
40%) that results from each tier’s combination of price and data allowance. Even at lower levels of data
usage, the plan is revenue-positive for carriers in terms of the associated prospective incremental cost
of network building, rendering the plans sustainable from the long-term perspective of maintaining
appropriate investment incentives. For lower-income people, the plan provides flexibility with regard to
usage while offering service at rates that are more affordable than those already found at the market.
Since the CRTC flex plan’s pricing converges with in-market flex plan pricing beyond the threshold of
average use (i.e. at the $30/2GB price point), concerns about existing heavy users ‘jumping ship’ (i.e. the
opportunity cost to carriers of offering such a plan) are mitigated.

Further underscoring the conservative nature of the proposed plan, the rate of $20 per GB is lower than
the Canadian price point in most of the international comparisons found above, but it is higher than the
OECD average price for 1GB data-only broadband plans (figure 21), substantially higher than the
Rewheel “fully allocated GB price” for Canada, and still much greater than the OECD and EU28 averages
also shown by the Rewheel data (figures 24 & 25). As the Ericsson report observed, “...the larger the
mobile plan consumers have, the less prone they are to switch to Wi-Fi. For small plans (below 100MB),
only around 5 percent of traffic passes through mobile networks. For unlimited plans, this figure can be
as high as 35 percent.”*'? In other words, price-sensitive customers make substantially greater use of
Wi-Fi networks, and lesser use of mobile networks, than heavier users, for whom affordability is less of
an issue. One particularly significant advantage of the CRTC flex plan, therefore, is that it is designed to
reward users who conscientiously prioritize Wi-Fi connectivity over cellular data by offering affordable

1% Bell (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless

services”, para. 9.
1% Ericsson Mobility Report, November 2017. “Shifting mobile data consumption and data plans”, Available at:
https://www.ericsson.com/en/mobility-report/reports/november-2017/shifting-mobile-data-consumption-and-data-plans
110 .

Ibid.
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rates for low mobile data usage, while at the same time ensuring that people who use the mobile
network more than average pay market rates to do so.

Our proposal has the double benefit of satisfying affordability requirements for low users while at the
same time meeting the industry’s expectations with respect to receiving fair market returns. The
proposed plan would directly address the Commission’s concern about the current gap in lower-cost
data-plans, namely that “[a]t the lower end of the range, wireless service plans appear to be priced in a
way that prioritize[s] voice minutes (and, to a lesser extent, text messaging) over data, such that the
ability of Canadians to leverage lesser amounts of wireless data (aside from Wi-Fi connectivity) is
limited.”** Because the proposed plan offers smaller amounts of data usage at prices that are more
affordable than those currently on offer, it helps to loosen constraints on people seeking to make lesser
use of mobile networks. But because the plan’s price is equivalent to market price once users go beyond

Canadian average monthly data usage, the carriers’ opportunity costs associated with introducing such

plans are minimized, since heavier data users will wind up paying the market price. This pricing model
has the added benefit of providing predictability, and promotes fairness by ensuring that people pay for
what they use.

To the extent that the proposal we have put forward establishes rates and corresponding data
allowances, we believe that the Commission should treat these as price ceilings and data floors,
respectively. Treating the proposed rates as maximum and corresponding data allowances as minimum
would be particularly important in light of the availability of better priced service plans in certain
Canadian markets.

We are aware that some service providers are offering data-only plans in competitive Canadian markets
that feature substantially more data at better prices than either the carrier’s initial proposals or even
our proposed CRTC flex plan. To be specific, Sasktel presently offers stand-alone data-only plans
beginning at $15 per month for 1GB of data, with 5GB available for $20, 10GB for $30, or 20GB for
$40.™2 While our proposed CRTC flex plan has been tailored to meet the affordability needs of lower-
income people seeking to make smaller use of the network, it has been designed with reference
primarily the national carriers’ performance, not to smaller competitors for whom such information is
unavailable. To the extent that the Commission could fine tune the pricing and data allowance of the
proposed lower-cost plans, we believe that there may be room for adjustments that benefit those who
would adopt these plans.

With regard to the Commission’s requirement that “lower-cost data-only” plans be made available on
both a prepaid and postpaid basis, the CRTC flex plan would easily be adapted for prepaid: people could
pre-purchase data at any of the data tiers shown in figure 31 above, with the option of “topping-up”
should their initial estimates prove unrealistic. Additionally, for both prepaid and postpaid service plans,
the carriers could be required to deliver SMS notifications prior to each data tier being reached. This
would enhance the transparency of the flex plan’s pricing, as well as ensure predictability for
subscribers. Most carriers already offer notifications to their customers who approach monthly data
limits, as well as the option to purchase additional data by text message in cases where more than the

" TD CRTC 2018-97, “Reconsideration of Telecom Decision 2017-56 regarding final terms and conditions for wholesale mobile wireless roaming

service, para. 100, emphasis added. Available at: https://crtc.gc.ca/eng/archive/2018/2018-97.htm
2 sasktel (2018). “Sharemore plans”, accessed June 11, 2018. Available at: http://www.sasktel.com/store/product-detail-
compare/Personal/Wireless/Rate-plans/shareMORE-plans/ /N-27ai
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monthly allowance is needed. This suggests that adjusting such notifications for the proposed plans
contemplated in this report would likely not involve significant new costs for the carriers.

Finally, we expect that some carriers might object to the comparison we draw between “tablet” and
“smartphone” plans. Such objections are without merit. There is no material difference regarding the
network costs incurred by a carrier based on what kind of device a customer installs a SIM card into.
Both the function performed by the carrier as well as its costs are precisely the same, regardless of
whether a customer uses a SIM card to bring connectivity to their smartphone or to their tablet. In fact,
price conscious people have been using tablet plans as a go-to option for data-only mobile smartphone
connectivity for years, with no apparent deleterious effect on the carriers’ operations.'*?

In any case, we are of the view that the broad public benefit of enabling mobile access for people who
would not otherwise be able to afford it clearly outweighs the carriers’ prerogative to price discriminate
on the basis of a person’s choice of mobile device.'™ To the extent that the carriers’ arbitrary pricing
decisions would prevent low income people from being able to afford mobile services, such practices
would likely subject lower-income people to an unreasonable disadvantage, and therefore be in
contravention of s. 27(2) of the Telecommunications Act.**

In what follows, we present several concerns regarding the terms of the proposed plans, before offering
concluding thoughts and observations.

Recommendations--terms of service and other considerations

Beyond the primary considerations of price and data allowance, there are several aspects of the
proposed service plans that deserve attention in order to ensure that these plans meet the needs of
their users.

First, with respect to the issue of overage fees, the carriers have proposed that their plans would be
available on the same terms as are offered for other plans from their sub-brands, such as Virgin Mobile,
Fido, and Koodo or Public Mobile. While Virgin Mobile does not publish the overage rates that apply to
its service plans, the overage fee for both Koodo and Fido is $7 per 100MB. Compared to Telus’ and
Rogers’ delivery cost per 100MB of $1.41 and $1.40 per 100MB, respectively, these overage fees appear
to be excessive, and as such, to entertain allowing such fees to apply to plans intended to address low-
income people could result in substantial harm. The CRTC’s 2017 Communications Monitoring Report

s Misener, D. (2014). “How | ditched my voice plan and went data-only”, Available at: http://misener.org/ditched-voice-plan-went-data/

M0 fact, Parliament appears to have intended that carriers, under certain circumstances, be permitted to discriminate to the extent that it
would benefit certain classes of subscriber. To be specific, s. 27(6)(b) of the Act expressly allows that “[n]otwithstanding subsections (1) and (2),
a Canadian carrier may provide telecommunications services at no charge or at a reduced rate [...] with the approval of the Commission, to any
charitable organization or disadvantaged person or other person.” We submit that, to permit the maintenance of device-based service pricing
discrimination to the exclusion of making service more affordable for lower-income people in Canada would run counter to the circumstances
contemplated by this section of the Act.

5 Subsection 27(2) of the Telecommunications Act read: “No Canadian carrier shall, in relation to the provision of a telecommunications
service or the charging of a rate for it, unjustly discriminate or give an undue or unreasonable preference toward any person, including itself, or
subject any person to an undue or unreasonable disadvantage.” (S.C. 1993, c. 38). For an in-depth discussion of the historical development of
this provision, see: Klass, B., Winseck, D., Nanni, M. & McKelvey, F. (2016). “There ain’t no such thing as a free lunch: Historical and
international perspectives on why common carriage should be the cornerstone of communications policy in the Internet age.” Submitted
before the Canadian Radio-television and Telecommunications Commission Telecom Notice of Consultation CRTC 2016-192, Examination of
differential pricing practices related to Internet data plans. Available at: http://www.cmcrp.org/wp-
content/uploads/2016/04/CMCRP_Intervention to TNC_CRTC 2016-192 Jun2016.pdf
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indicates that, as of Fall 2016, “[a] sizeable number of Canadians (21%) continue to experience bill
shock” (CRTC, 2017, p. 72), despite the Wireless Code’s measures intended to address this problem. The
possibility of incurring large overage fees is of particular concern for lower-income people, who may be
put in financial jeopardy should they find themselves in such a situation.

We note that the $10 per GB overage fee that applies to Bell’s flex plan is actually less than the tariff
rate for mobile data. However, the Commission may wish to consider imposing conditions limiting or
prohibiting the use of overage fees on the lower-cost data-only plans in consideration of the difficult
circumstances facing people of low income. It could do this, for instance, by requiring the carriers to
implement “soft” data limits instead of overage fees, i.e. by requiring that the carriers slow down data
rates after the limit is reached rather than adding extra charges. If the Commission were to pursue this
route, it could make sure that the speed to which service is slowed after reaching a predefined limit
would not be too low to effectively render the service useless. At present, for example, certain plans
from chatr slow speeds to 64Kbps for users who exceed limits. In our opinion, dial up speeds belong in
the 20™ century. At minimum, the Commission could ensure that speed is not throttled below that
which would be required to make continued use of the network in case of an emergency.

Second, measures could be taken to ensure that carriers do not use these plans as a vehicle to upsell
their customers to more expensive plans. While we believe that adoption of our CRTC flex plan proposal
would largely addresses this issue, as we noted earlier, Ericsson has identified this as a concern: “[o]f all
the traffic generated by the users of limited plans, around 30 percent is consumed above data bucket
limits. This allows operators to continuously upsell data through top-ups.”*'® Rogers has already
indicated that subscribers to its plan would receive “important text service messages from Rogers at no
cost” (i.e. marketing offers)."” The best way to address this possibility is to ensure that the data volume
provided with the plans is sufficiently large to meet the needs of the people who will use the service.

Third, the Commission could ensure that these plans remain available and at a predictable price until
such time as an appropriate review is undertaken. Rogers has already indicated that “the rates and
terms of all plans are subject to change” and that “the offer may adjust for inflation and other
factors”.™® To the extent that changes must be made to these plans, the Commission could ensure that
they are to the benefit of people subscribing to the plans. This could be achieved by imposing a
condition similar to the one found in section D.1.iii. of the Wireless Code, which only allows key contract
terms or conditions to be changed by the service provider with the express consent of the account
holder or authorized user, and only if it clearly benefits the customer by either reducing the rate for a
single service or by increasing the usage allowance for a single service. With respect to the proposed
plans, we recommend ensuring that the included data allowances are considered “key terms” for the

purpose of any potential Wireless Code analysis.

Fourth, the requirement that the “lower-cost data-only” plans be made widely available could also
extend to the nature of the service offered. In recent years, some carriers have begun to offer plans
wherein normal usage is restricted to geographic “zones”. While we acknowledge that this type of offer
represents a niche option that may be attractive to some people, these plans also create uncertainty

® Ericsson Mobility Report, November 2017. “Shifting mobile data consumption and data plans”, Available at:

https://www.ericsson.com/en/mobility-report/reports/november-2017/shifting-mobile-data-consumption-and-data-plans

" Rogers (2018). Intervention to Telecom Notice of Consultation 2018-98, “Call for comments: Lower-cost data-only plans for mobile wireless
services”, para. 8.

18 Ibid, para. 13.
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with respect to the possibility of additional fees that may be occurred when access to service is required
while roaming outside the zone. To the extent that these plans could result in unexpected fees and “bill
shock”, the Commission could seek to ensure that the plans made available as a result of this proceeding
are national in coverage, or, if geographic price discrimination is permitted, that the plans do not involve
additional fees based on the area in which the services are accessed.

Fifth, with respect to “speed”, we draw attention to the Commission’s express expectation that “lower-
cost data-only plans should be available on the latest mobile wireless network technology”.'® We share
this expectation, noting in particular that LTE access is a requirement of the newly-instituted wireless
public alerting system."® While the carriers’ proposals make much of the high speed of their LTE
networks, as we have discussed above, in our opinion, data volume allowances are a more relevant
consideration, especially so with regard to lower-cost plans. Indeed, some of the carriers’ sub-brands
(e.g. chatr and Public Mobile) have brought plans to market that are advertised as providing “3G”
speeds. These plans offer a trade-off between available speed, on the one hand, and data volume and
price, on the other. In other words, they tend to be priced lower, and include more data, than plans that
offer access to full 4G LTE speeds. This is a form of price differentiation that mirrors the practice that
generally prevails in the wireline market: graduated price points are offered on the basis of increasing
speed, with lower-priced plans offering slower speeds. The authors of the affordability report draw a
connection between the prevalence of price differentiation in broadband markets and positive impacts
on adoption and affordability:

Recent research suggests that, in addition to the positive impact of income, education and
speeds on demand, having a larger variety of service tariffs has had a significant and positive
impact on broadband penetration. Nevertheless, this result is based on a global sample that
includes both developing and high-income countries. In more mature markets where demand
becomes inelastic, the incentives of operators to engage in price discrimination are likely to
diminish, particularly with respect to low-cost offerings.

While further research will be required to better understand the determinants and
consequences of price discrimination in maturing broadband markets, international data
suggests that in mature digital economies such as those of Canada, the United States, the
Netherlands, France, Norway and Iceland, low-cost options in the market tend to be relatively
limited. Although the higher incomes in these countries make communications and other basic
services more affordable in general terms, the lack of low-cost options increases concerns about
the ability of low-income groups to access services. As described later in this report, the
evolution of broadband prices in Canada over the past few years provides a clear example of
this wider trend.'*!

We observe that, while some service providers have begun to engage in the types of practices above,
the extent to which it has taken place in the mobile market appears to be limited. Increasing the range

9 Telecom Notice of Consultation CRTC 2018-98, “Lower-cost data-only plans for mobile wireless services”,

para. 12. Available at: https://crtc.gc.ca/eng/archive/2018/2018-98.htm

2% CRTC (2018). “Emergency alert messages and the national public alerting system”, Available at:
https://crtc.gc.ca/eng/television/services/alert.htm

2 Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of Communications services”, Report commissioned by the
Canadian Radio-television and Telecommunications Commission, pp. 19-20, emphasis added. Available at:
https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf
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of choice of service available on the market could have the benefit of bringing services within reach of
people who could not otherwise afford them; however, we stress the importance of ensuring that such
measures are tailored to meet the actual needs of people who rely on these services as a base line
means of communication. At a minimum, there must be transparency: people have a right to know what
they are paying for.

With the above in mind, we wish to draw the Commission’s attention to an important detail: the use of
“3G” to refer to existing market plans in the cases described above is a marketing term, in distinction
from a technical term. To be clear, while providers advertise “3G” speeds, these services are actually
offered over the LTE network at throttled speeds.'®* In our view, these plans could meet the
Commission’s expectations with regard to the outcome of this proceeding, although we are wary of an
outcome that would see higher-quality services completely replaced or precluded by a lower-quality
‘good enough’ offering. We do not believe it would be appropriate to endorse a policy that would result
in ‘poor internet for poor people.’

Additionally, while the proposals from Bell and Rogers indicate that their “lower-cost data-only” plans
will be offered at 4G speeds, the actual speed of the plan is not always readily discernable to the public
from available marketing material. After surveying the chatr website, we were only able to ascertain the
speeds at which services are offered or information about the networks that are used after great
difficulty. On May 21, we placed a call to Rogers’ chatr customer service seeking clarification of these
guestions. The customer service representative confirmed that all plans make use of the LTE network,
and that 3G plans are throttled to 3Mbps. We were concerned, however, to learn that the plans chatr
offers at 4G speeds are throttled to 4Mbps, substantially below the theoretical maximums available on
LTE networks, and, indeed, well below the speeds that even 3G HSPA networks are capable of providing.

In light of this information, the Commission might consider reiterating its requirement, established in
the 2009 Internet Traffic Management Practices framework, that carriers are required, “as a condition of
providing retail Internet services, to disclose to their retail customers, clearly and prominently on their
websites, information related to their technical ITMPs”.** Indeed, based on research conducted over
the course of preparing this report, there are at present numerous readily identifiable instances in which
carriers do not appear to be acting in compliance with this established policy. Additionally, the
Commission could request that the carriers provide additional clarification and transparency regarding
the actual speeds at which the proposed plans will be offered, as well as other relevant information,

before coming to its determinations in this proceeding.

Compliance failures notwithstanding, we are of the view that an increased availability of plans that
employ price differentiation on the basis of speed in the mobile broadband could improve the range of
options available to lower-income people in Canada, if carefully implemented, with initial terms and

2 see Public Mobile website, “Offer details”: “Plans with 4G LTE data can access maximum LTE download speeds (manufacturer rated at up to

750 Mbps; expected average speeds 12-200 Mbps). Plans with 3G data may reach download speeds of up to 3 Mbps, with the coverage and
reliability of the LTE network.” Accessed May 21, 2018. Available at: https://www.publicmobile.ca/en/bc/plans/40for2GB-3Gspeed

% Telecom Regulatory Policy CRTC 2009-657, “Review of the Internet traffic management practices of Internet service providers”, para 60.
Available at: https://crtc.gc.ca/eng/archive/2009/2009-657.htm

See also: Telecom Decision CRTC 2010-445, “Modifications to the forbearance framework for mobile wireless data services”, Available at:
https://crtc.gc.ca/eng/archive/2010/2010-445.htm

We are aware that information provided by carrier CSRs may be inaccurate. For the purpose of the above observations about chatr’s speeds,
however, we are operating under the assumption that we were not misinformed or misled by the representative. For more information about
carrier sales practices, see CBC’s “Go Public” investigative journalism by Erica Johnson, available at: http://www.cbc.ca/news/canada/erica-

johnson-1.3454654
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2% This view is confirmed by the authors of the

ongoing compliance guided by the Commission.
affordability report, as is the need for new policy mechanisms designed to encourage dominant

operators to expand their offerings:

In mature markets where demand for an increasingly essential service becomes price-inelastic,
the extent to which operators offer low-cost options of sufficient quality can have an important
effect on the affordability of access with respect to low-income adopters (i.e. the growing
majority) and non-adopters (i.e. the shrinking minority) alike. This outcome leads to diminishing
returns on gains in market share by lowering prices as a strategy, inducing dominant operators
to increase prices and reduce price discrimination in the low-cost end of the market. In this
context, wholesale access policies that encourage price and quality differentiation might be the
most effective method for stimulating market forces in a manner that meets the needs of
different classes of users, including those with low incomes. The literature suggests that
although technological and business process innovations are likely to be the primary drivers of
access to lower cost and higher quality broadband services, the design of both the public
policies and private-sector business strategies outlined above will likely shape affordability as an
economic constraint on consumers in the short to medium term.'*

Sixth, we acknowledge that the present proceeding explicitly contemplates the provision of “data-only”
plans. However, we wish to draw attention to several important considerations that, in our view,
suggest that voice services have an important role to play in addressing the telecommunications needs
of lower-income people. First, we note that this proceeding was initiated pursuant to the Commission’s
confirmation, delivered in accordance with the Order of the Governor in Council, of its decision not to
allow Wi-Fi-based MVNOs access to national carriers’ mobile networks at regulated rates. The series of
processes that led to the present consultation, subsequent to the establishment of the wireless roaming
framework in 2015, were largely spurred by a low-cost Sugar Mobile/Ice Wireless offering. To the extent
that this current proceeding can be seen as an effort to emulate the type of offering previously available
from Sugar Mobile, or to serve the same market segment, we note that Sugar Mobile’s $19 offering was
not a data-only plan; it included unlimited Canada and US talk that was separate from and not
dependent upon the mobile component of the service, which included 400 MB of data.'*®

Due to the fact that Sugar Mobile was able to offer this service while paying high interim wholesale
roaming rates based on the national carriers’ costs including markup, it stands to reason that the
national carriers could afford to do the same. In fact, the national carriers, who benefit from economies
of scale stemming from subscribership that is orders of magnitude larger than that of Sugar, and who

2 such guidance could take the form of an ex post complaints-based framework; the establishment of bright-line expectations, as was the case

in the differential pricing framework, the use of administrative monetary penalties for non-compliance, the appointment of inspectors by the
Commission, or some combination of the above, all of which are firmly within the Commission’s legislative powers under the
Telecommunications Act.

e Rajabiun, R, Ellis, D., & Middleton, C. (2016). “Literature review: Affordability of Communications services”, Report commissioned by the
Canadian Radio-television and Telecommunications Commission, p. 22, emphasis added. Available at:
https://www.ryerson.ca/~cmiddlet/ourresearch/lit-review-for-crtc-2016-affordability-rajabiun-ellis-middleton.pdf

126 Sugar Mobile, website. Accessed May 21, 2018. Available at: https://www.sugarmobile.ca/index.php#starter-kit We note that, not only did
Sugar Mobile’s plan offer talk & text as well as data, but, at $19 per month, was notably less expensive than the carriers’ current proposals. This
is in spite of the fact that Sugar’s cost included the VolP solution employed to enable voice and text, and, additionally, that Sugar was accessing
mobile data on the national carrier(s)’ networks at rates substantially greater than even the currently valid wholesale mobile wireless roaming
rates that were used to calculate our estimate of the carriers’ costs and for developing our $20, 1GB proposal. Before the Commission
determined that Sugar Mobile’s use of mobile roaming was not permitted by the tariffs, it was paying for data roaming at an interim rate (i.e.
$0.0252 per MB per Rogers tariff notice 42) which was nearly double the rates approved in TO CRTC 2018-99.
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have already made the investments required to establish national mobile network coverage, are even
better positioned than Sugar to provide service that includes voice.

Furthermore, the decision to exclude voice service (which could be offered, at minimum, as an option at
little or no additional cost) from the proposed plans could be seen to be inconsistent with the
Commission’s determinations regarding what constitutes a basic telecommunications service. In
Telecom Regulatory Policy CRTC 2016-496, “Modern telecommunications services — The path forward
for Canada’s digital economy”, the Commission established a universal service objective which seeks to
ensure that “Canadians, in urban areas as well as in rural and remote areas, have access to voice
services and broadband Internet access services, on both fixed and mobile wireless networks.”**’ To be
more specific, the establishment of this objective entailed the determination that mobile wireless voice
services “are hereby basic telecommunications services within the meaning of subsection 46.5(1) of the

Telecommunications Act”.’*® While some people might seek out innovative online voice applications,

others prefer traditional mobile telephony services, may require them for safety and/or security
purposes, or possibly lack the digital literacy skills to make use of online services. This latter group
should not be denied the option of adding voice calling to their connection.

To now mandate the offering of services that do not contemplate at minimum the option of providing
voice services would appear to be a reversal of the Commission’s recent determinations in the basic
services proceeding. This, in our opinion, would be an unacceptable step backwards, especially in the
context of efforts to improve access to telecommunications services for low-income people. We
therefore believe that, at a minimum, the Commission could require that whatever plans it approves as
a result of this proceeding come with the option of adding voice services at little or no additional cost to
the subscriber.

Conclusion

Finally, while we support the Commission’s initiative to require that the national carriers’ offer “lower-
cost data-only” plans to people across the country (subject to the suggestions above), it is our opinion
that such an approach represents a behavioural remedy, which, by its very nature, is inferior to the type
of solutions that are required to address problems that are in our view inherently structural. The type of
problems facing the Canadian wireless market are, in our view, ones that stem from the highly
concentrated composition of a market that is also characterized by extreme levels of vertical and
diagonal integration, as well as the insufficiency or unavailability of the legal and regulatory tools and
priorities that would be necessary to ensure that our wireless market can deliver on the promise of
universal communication services.

We acknowledge that the scope of the present proceeding is limited, and furthermore that the complex
technological, economic, social, cultural, and legal issues that must be confronted in order to address
the persistent shortcomings in the communications sphere go well beyond the role of the CRTC itself.
That being said, we wish to express specific concern that, whatever the outcome of this proceeding, it is
all but assured that continued action and attention will be required before Canada’s longstanding

¥’ Telecom Regulatory Policy CRTC 2016-496, “Modern telecommunications services — The path forward for Canada’s digital economy”,

introduction. Available at: https://crtc.gc.ca/eng/archive/2016/2016-496.htm
128 ibid, para. 131.
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problem with mobile adoption is solved. We therefore urge the Commission and interested parties to
continue in their efforts to address these and related issues, but to remain open to the possibilities
offered by new and innovative ways of thinking about how we might overcome these obstacles.'*

Glossary of Key Terms and Acronyms

3G — Third Generation — the third generation standard for mobile wireless technology; enables mobile
broadband connectivity. See also: HSPA

4G - Fourth Generation — the fourth generation standard for mobile wireless technology; enables faster
speeds for end-users and more efficient use of existing spectrum resources for carriers. See also: LTE.

CAS -- Canadian dollars.
CAC — Consumers’ Association of Canada, Manitoba Branch.
CAGR — Compound annual growth rate.

CMCRP — Canadian Media Concentration Research Project — Directed by Dr. Dwayne Winseck, see:
http://cmcrp.org.

IMCRP — International Media Concentration Research Project — Directed by Dr. Eli Noam. See:
https://global.oup.com/academic/product/who-owns-the-worlds-media-
97801999872387?cc=us&lang=en&

CRTC — Canadian Radio-television and Telecommunications Commission. Administrative regulatory
agency charged with administering Canada’s Broadcasting and Telecommunications Acts.

Ericsson — mobile network equipment manufacturer; research & information on mobile networks.
EU — European Union.

FCC — Federal Communications Commission — American administrative regulatory agency tasked with
overseeing US communications industry.

FMCC - First Mile Connectivity Consortium. For more information, see: http://firstmile.ca

G7 — Group of Seven. Seven of the largest advanced economies in the world. Includes Canada, France,
Germany, ltaly, Japan, the United Kingdom, and United States of America.

GB - Gigabyte. Equal to 1000 megabytes. See also: MB.

' The above represents the sum total of our observations and recommendations with respect to the issues raised in this proceeding. We note

that silence or omission with regard to any particular aspect of the proceeding or the issues raised therein is not to be construed as support for
or opposition to same.
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GIC — Governor in Council (of Canada). For more information, see:
https://en.wikipedia.org/wiki/Governor _General of Canada

GNI — Gross national income.

GSM — Global system for mobile communications. For more information, see:
https://en.wikipedia.org/wiki/GSM

HSPA — High speed packet access. Technical protocol enabling 3G mobile broadband connectivity. For
more information, see: https://en.wikipedia.org/wiki/High Speed Packet Access

ISED — Innovation, Science and Economic Development. Formerly Industry Canada, Canadian federal
ministry responsible for telecommunications. See: https://www.canada.ca/en/innovation-science-

economic-development.html

ICT — Information and communication technologies.

ISCC — Internet Society, Canada Chapter. For more information, see: https://internetsociety.ca

ITMP — Internet traffic management practice(s). For more information, see:
https://crtc.gc.ca/eng/archive/2009/2009-657.htm

ITU — International Telecommunications Union. For more information, see: https://www.itu.int

LTE — Long term evolution. Technical protocol underpinning 4G mobile networks.

MB — Megabyte. A unit of digital information. For more information, see:
https://en.wikipedia.org/wiki/Megabyte

Mbit/s — Megabits per second. A measure of digital network data transfer rate. See also: Mbps.

Mbps — Megabits per second. A measure of digital network data transfer rate. For more information,
see: https://en.wikipedia.org/wiki/Data-rate_units

MEI — Montreal Economic Institute. For more information, see: https://www.iedm.org/e

MTS — Manitoba Telecom Services. Previously Manitoba’s incumbent telecommunications service
provider before being purchased by Bell Canada Enterprises in 2017.

MVNO — Mobile virtual network operator. A third party service provider which provides end-users with
mobile service by purchasing wholesale inputs from mobile network operators. For more information,
see: https://en.wikipedia.org/wiki/Mobile virtual network operator

Nordicity — A consulting firm specializing in policy, strategy, and economic analysis in the media,
creative, and information and communications technology sectors. For more information, see:
http://nordicity.com/home/about

OECD - Organization for Economic Cooperation and Development. For more information, see:
http://www.oecd.org

OIC — Order in council.

Opensignal — A London, UK based firm specializing in mobile network performance measurement. For
more information, see: https://opensignal.com/about

Penetration — a measure of mobile adoption, expressed as connections per 100 inhabitants.
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PILC — Legal Aid Manitoba’s Public Interest Law Centre. For more information, see:
https://www.legalaid.mb.ca/pilc/public-interest-law-centre/

PPP — Purchasing power parity. A method of comparing the cost of goods and services across
jurisdictions with different currencies. For more information, see:
https://en.wikipedia.org/wiki/Purchasing _power parity

SIM — Subscriber identity module. A SIM card is installed into a mobile device in order to link it to a
users’ account and identifying information, such as phone number. For more information, see:
https://en.wikipedia.org/wiki/Subscriber identity module

SMS — Short message service. More commonly known as a mobile text message. For more information,
see: https://en.wikipedia.org/wiki/SMS

RAN — Radio access network. A key component in mobile networks. For more information, see:
https://en.wikipedia.org/wiki/Radio_access network

Rewheel — Finnish consultancy specializing in research and analysis related to mobile networks. For
more information, see: http://rewheel.fi

RCCI — Rogers Communications Canada Inc.

TCl — Telus Communications Inc.

UK — United Kingdom.

USA - United States of America.

USDS -- US dollars.

VAT - Value added tax. European Union equivalent of goods and services tax (GST).

Wi-Fi — Wireless Fidelity. Wireless network protocol that uses unlicensed radio spectrum for wireless
networking applications. For more information, see: https://en.wikipedia.org/wiki/Wi-Fi
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Robinson. January 12 & 13, 2017.

Keynote lecture, title: “What does BCE-MTS mean for Manitoba?”, for Consumers Association of
Canada, Manitoba Branch; Canadian Centre for Policy Alternatives, The Public Interest Law Centre,
Menno Simons College, and the University of Winnipeg Department of Economics. November 29,
2016.

Oral presentation to CRTC, Telecom notice of consultation CRTC 2016-192, “Examination of
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Communications Association Annual Meeting, University of Ottawa, Ottawa, Ontario. May 30 2016.
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“Transnational histories of telecommunication @ITU”, Geneva, December 17-19, 2015.

Conference presentation, title: “Zero-rating: gift horse, or Trojan horse?”, for Geopolitical Economy
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Panellist, “Quasi v. judicial - have expectations for fair process changed in the century”, Forum for
Research and Policy in Communications (FRPC), “Rebooting Canada’s Communications Legislation”
Conference, University of Ottawa, Ottawa, Ontario. May 22-23, 2015.

Invited Guest Lecture, title: “Foreign ownership in Canadian communications”, for Introduction to
Communication Studies”, COMMS 1000, Department of Journalism and Communication, Carleton
University, Ottawa, Ontario. For Dr. Benjamin Woo. January 26, 2015.

Oral presentation to CRTC, Telecom notice of consultation CRTC 2014-76, “Review of wholesale
mobile wireless services”, Gatineau, Quebec, September 29, 2014.
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Manitoba Graduate Student Lecture Series, University of Manitoba, Winnipeg, Manitoba. January
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Invited guest discussant, topic: “Net Neutrality and ITMPs,” for “The Electronic Information Network
Marketplace”, COMN 4520, Department of Communication Studies, York University, Dr. David Ellis.
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Movement,” Communication Graduate Conference, Carleton University, Ottawa, Ontario. March
2013.

Conference presentation: “Putting the Common back into Common Carriage: Why Network
Ownership Matters,” 4th Annual ICT-S Conference, Uppsala University, Uppsala, Sweden, May 2012.
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hitting-redial-403515116.html

Winseck, D. & Klass, B. (2016). “MTS deal would set a harmful precedent for wireless competition”,
Globe & Mail, Wednesday May 18, 2016. Available at: http:// www.theglobeandmail.com/report-
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Research contributor, various roles, Canadian Media Concentration Research Project, supervised by
Dr. Dwayne Winseck. 2012-present.

Volunteer Work
Research associate, First Mile Connectivity Consortium. 2015-present.
Member, policy committee. Internet Society, Canada Chapter. 2015-present.

Organizer, Openmedia “Connected Canada Conversation,” Winnipeg public forum on digital issues,
January 25, 2014.

Department Representative, University of Manitoba Graduate Students’ Association, 2011-2012.
Memberships

Canadian Communication Association, 2014-present.

CUPE4600,2014-present

CUPE3909,2012-2017

CPAA (Canadian Postmasters and Postmasters’ Assistants Association), 2006-2017

Reports and Submissions to Government
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Winseck, D. & Klass, B. “Website Blocking, Clogging the Pipes, and Crippling Citizens’ Fundamental
Communication Rights.” CMCRP Submission in response to the Fairplay Coalition’s application for
website blocking. Submitted before the Canadian Radio- television and Telecommunications
Commission, Application 8663-A182-201800467 to disable on-line access to piracy sites, March 29,
2018.

Klass, B., Winseck, D., McKelvey, F., & Nanni, M. “There ain’t no such thing as a free lunch: Historical
and international perspectives on why common carriage should be a cornerstone of
communications policy in the Internet age.” June 2016.

Klass, B. & Winseck, D. “Why Bell’s bid to buy MTS is bad news: Report submitted to the
Competition Bureau assessing Bell Canada Enterprises’ proposed bid to acquire Manitoba Telecom
Services.” May 2016.

Klass, B, & Ellis, D. Intervention(s) to TNC CRTC 2014-76, Review of wholesale mobile wireless
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Klass, B. “Part 1 Application requesting fair treatment of Internet services by Bell Mobility,”
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Klass, B. Intervention to “Diversity Canada Foundation, Part 1 Application to Review and Vary
Section J of Telecom Regulatory Policy CRTC 2013-271” (“The Wireless Code”), October 7, 2013.

Media Coverage

CBC: Lang and O’Leary Exchange; CBC: The National; CBC News Online; CBC On the Money; Various CBC
radio programs; The Wire Report; Toronto Star; Huffington Post; CANADALAND Podcast; The Manitoban
(Online and Print); Cantechletter; Yahoo! News Online; Moncton Free Press (Online); AM900CHML;
rabble.ca; openmedia.ca; DSLReports.com; techdirt.com; etc.
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