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April 8, 2019 

Via Email  

 

Director General 
Telecommunications and Internet Policy Branch 
Innovation, Science and Economic Development Canada 
235 Queen Street, 10th Floor 
Ottawa, ON  
K1A 0H5 
 
Attention: Pamela Miller, Director General 
 
 
Re: Canada Gazette, Part I, March 9, 2019: Order Issuing a Direction to the CRTC on 
Implementing the Canadian Telecommunications Policy Objectives to Promote 
Competition, Affordability, Consumer Interests and Innovation 
 

1. Eastlink hereby provides comments in response to the Order Issuing a Direction to the 

CRTC on Implementing the Canadian Telecommunications Policy Objectives to Promote 

Competition, Affordability, Consumer Interests and Innovation, as published in the Canada 

Gazette on March 9, 2019 (“Order”). 

2. The Order appears to have been issued based on the assumption from the government 

that more needs to be done in order to improve consumer outcomes, which are described as 

“competition, affordability, choice, consumer protection and innovation in service offerings”. The 

government’s concerns as described in the Order are pricing of services, aggressive sales 

practices of certain larger telecommunications companies and access to high quality service in 

underserved/unserved areas.  

3. Eastlink does not share the same views as the government on the necessity for the 

Proposed Policy Direction (or, “the Direction”). Indeed, we have concerns that the impact of 

applying the Direction in its current form could instead lead to outcomes that favour competition 

in the short term at all costs, thereby compromising long term sustainable competition that comes 

from investment into communications networks in Canada. This would also impede much of the 
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success our industry has achieved in building and maintaining advanced wireline and wireless 

networks in our country.  

4. In Eastlink’s view, the concerns the government seeks to address in the Order are already 

being addressed and there is no need for a second Policy Direction.  The Government has already 

been actively involved in various broadband funding initiatives through the Connect-to-Innovate 

programs, which are resulting in expansions of broadband networks across Canada.  Provincial 

governments are also engaged in these goals with separate funding regimes in place or being 

established.  The CRTC is at the cusp of implementing the Broadband Funding regime to which 

$750M will be allocated from telecom service revenues over the next five years to provide 

broadband service to underserved and unserved Canadian communities.   

5. In recent years, Eastlink has witnessed increasing regulation over certain aspects of retail 

communications services similar to how monopoly telephone service providers were regulated 

decades ago.  Telecommunications companies must now offer skinny basic TV services at a 

regulated price cap; our provision of services are now subject to a TVSP Code of Conduct, a 

Wireless Code of Conduct and presumably a soon-to-be established Internet Code of Conduct, 

all of which go beyond merely establishing principles by which services are provided to customers, 

and instead regulate specific requirements that service providers must meet with their customers. 

All of this regulation has resulted in significant systems and process costs to the industry (which 

also ultimately impact retail rates).  Consumers are also now protected by federal and provincial 

privacy legislation, Canada’s anti-spam legislation, telemarketing rules and a number of other 

regimes intended to ensure that in all aspects of Canadians’ electronic interactions risks to 

consumers are being minimized. The CCTS was also established as ombudsman to address 

complaints by consumers. Again, while a benefit to consumers, the industry is responsible for 

funding the CCTS and their costs have been increasing year over year due to expansion of its 

mandate.  

6. The CRTC has also recently issued a new consultation (TNC 2019-57) to review the 

wholesale wireless regulatory framework in which it has issued preliminary views that MVNO 

access should be mandated – a move which, by the act of issuing a preliminary view, goes well 

beyond what we might have traditionally expected with the issuance of a new proceeding. 

Facilities-based companies are also subject to reseller-friendly wholesale internet access and 

wholesale pricing regimes which require companies like Eastlink who invest millions of dollars 

annually into our wireline and wireless networks, to provide wholesale access at (currently) below-
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cost pricing.  While there may be a perception that all competition at any cost is a good thing, this 

is not good for consumers in the long term if entities who are relied on to build and maintain the 

networks cannot reasonably recover those investments, or justify making them at all. Indeed, 

these policies have caused Eastlink to suspend certain planned investments into smaller 

communities where the wholesale regime would impede us from obtaining a reasonable return 

on our investment.  In fact, we have included expansion of a number of small rural communities 

in our future plans but they are conditional on reasonable final wholesale internet access rates 

that we hope will be issued in the near future – we simply cannot justify the investment in certain 

smaller communities if we lose customers to wholesale access service providers who pay us non-

compensatory rates for the same service.  When competitors can enter markets and compete 

based on arbitrarily low wholesale costs with no commitment or interest in investing, (hence there 

are no barriers at all to their entry today) they have little reason to innovate or to improve service 

to consumers. Yet, our loss of retail customers to those competitors destroys the business case 

to justify our investment.  

7. The Direction seems to be intended to also “benefit the public’s understanding of how the 

CRTC considers the extent to which its decisions benefit consumer outcomes”.1  Eastlink submits 

that the Direction is neither necessary, nor would it prove useful for this purpose.  Moreover, the 

CRTC is subject to the very clear, broad provisions of the Telecommunications Act which means 

that in any decisions it must consider the Act’s objectives intended to safeguard, enrich and 

strengthen the social and economic fabric of Canada, render reliable and affordable 

communications services of high quality, to enhance the competitiveness of telecommunications, 

and to stimulate research and development. We see no reason for a second policy direction to 

restate many of those same objectives that must be considered by the Commission when issuing 

decisions.   

8. Eastlink also submits that it is false to state that our industry is not proving to be successful 

in advancing competition for consumers. The current regime which recognized the importance 

and value of facilities-based competition has served Canada well, and Canadians would not have 

the advantages of multiple facilities-based networks if it were not for the important legislative 

provisions and the support of our regulators and government for facilities-based competition in 

Canada. The policies and decisions that were made in recognition of the importance of investment 

were (and remain) critical to Canada having such extensive network coverage and high quality 

                                                             
1 As stated under the “Benefits and Costs” section of the Proposed Policy Direction.  
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communications services across this country.  For Eastlink, the CRTC’s policies supporting 

facilities-based investment into wireline telephone networks, its regulation over interconnection 

and access to essential inputs to support facilities builds, and more recently its support for ongoing 

expansion of our wireless network by regulating wholesale roaming terms and rates have been 

critical to our ability to build and/or expand our networks.  In addition, ISED’s spectrum policies, 

such as auction set-asides for facilities-based new entrants, have supported and recognized the 

challenge that new facilities-based entrants have in acquiring spectrum when competing against 

massive incumbents, have been critical for our entry into the wireless markets.  Indeed, such 

policies remain crucial to enable continued buildout and expansion of competitive facilities-based 

networks by operators like Eastlink.    

9. The complete lack of any recognition in the Direction for the importance of, or for 

encouraging, facilities-based competition is a concern. It is facilities-based competition that has 

driven the larger incumbents to respond to competitive facilities-based providers with their own 

innovation, competitive offers and further investments into new products and services. This is 

evidenced by Eastlink being the first company in Canada to introduce bundled services (TV, 

phone and internet bundles) in 2001, after which the incumbents introduced their own bundled 

services to markets; by the build out of fibre to the home by our largest competitor in Atlantic 

Canada (before focusing on Ontario fiber to the home buildouts) in response to Eastlink’s robust 

high speed internet network buildouts; and the advancement of LTE service investments by 

wireless incumbents in our smaller communities as Eastlink began to build the first 100% LTE 

network upon our entry into the wireless business in Atlantic Canada.   

10. The buildout by regional wireless entrants like Eastlink also precipitated a more aggressive 

response in the market by wireless incumbents, whose flanker brands stepped up to compete 

against our newly available services and offers.  The significant presence of flanker brands would 

not be necessary without regional providers like Eastlink.  Regional entrants are bringing the value 

of competition to new markets through not only new and innovative ways to provide services (such 

as Eastlink separating the device cost from the plan cost to give consumers more choice and 

pricing flexibility, and through our contract buyout offers), but also through promotional offers and 

competitive pricing in the market. It is critical for the government and our regulators to recognize 

that while we are already seeing the positive effects of competition from facilities-based regional 

providers, it will take time to experience the full effect of true and sustainable competition, 

particularly given that the buildout and expansion of networks takes years. It takes time to build 

the networks, the business and customer base and to be able to withstand the competitive 



5 
 

response by the incumbent operators who have shared the market amongst themselves for 

decades.   

11. Even with the government’s support via spectrum policies and conditions of licence, the 

amount of investment, time and effort required to build a new wireless network is a significant 

undertaking.  Consider, not  only the requirement to obtain critical spectrum to build the network 

at a cost of in the hundreds of millions of dollars, but to also hire all of the wireless engineering, 

technical and business personnel who understand wireless networks, to obtain access to sites to 

build or collocate towers (in some cases which take years to obtain approval), billing systems and 

other back office system acquisitions, dealing with vendors and device manufacturers (with whom 

we have never had a relationship) and then having to establish a retail presence where none was 

required before (noting that even with wireline networks, retail stores were not necessary for sales 

of TV or internet service).   

12. It is incorrect to assume that just because Eastlink has an existing wireline network and 

business operations that the addition of wireless service was incremental.  It required a completely 

new network build, with new staff and new systems, and with no existing wireless customer base. 

Moreover, developing products and services and marketing those services involved completely 

different approaches compared to the existing wireline business.   Eastlink’s entry into wireless 

involved years of effort and delays associated with many of the necessary negotiations, in addition 

to paying excessive roaming rates for years (which seriously impacted our ability to offer 

competitive services or to recover a return on investment).  Roaming rates only just came down 

to levels that are now manageable since the Commission regulated the terms and rates in 

2017(although they still remain above the retail rates).  Against this backdrop, as we built our 

network we had to compete with established incumbents to begin to build a customer base starting 

at zero wireless customers.  The incumbents’ behaviour upon our entry was to raise doubt in the 

minds of potential customers about the reliability and coverage of our network. In order to be 

competitive and gain customers we had to offer unlimited Canada wide calling and roaming, and 

so for the initial years after our launch of wireless service in February 2013, we had to absorb all 

roaming costs.  Eastlink’s work is not complete, as we continue to build out our networks to new 

areas where we have acquired spectrum and have rollout plans, while we remain focused on also 

increasing our customer base in markets where we recently invested, which is critical for us to 

sustain and expand the facilities we are building. In this regard, while we are still in early days of 

seeing the full benefits that regional facilities-based providers are bringing to Canadian wireless 

markets, we are already bringing serious value with competitive pricing, promotions, competitive 
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reactions by incumbents who are offering consumers additional deals including via more 

aggressive activity from their flanker brands.  

13. Expansion and maintenance of facilities are critical for all aspects of the future of 

communications, including for access to programming content.  As we noted in our submissions 

on December 1, 2017, in Broadcasting Notice of Consultation 2017-359: Call for comments on 

the Governor in Council’s request for a report on future programming distribution models, a 

discussion about the future of broadcasting, a consideration about the future of Canadian content 

and the technologies that Canadians will choose to access this content is moot if there are no 

facilities-based networks to provide access to Canadians.  Simply put, without adequate networks 

there can be no discussion.  This includes not only the initial build out, but also the ongoing 

significant investment needed to maintain the quality and level of service that Canadians have 

come to expect.   

14. In this regard, one of the top priorities of the Government should be a consideration of the 

issues that currently impede, threaten or minimize the ability of facilities-based providers to invest, 

build and expand their networks, maintain their networks, receive a reasonable return on 

investment within a reasonable time, and innovate with new services and products provided over 

those networks.   

15. Yet, our governments seem to be swayed by the PR campaigns and marketing strategies 

of resellers who are not investing, who are claiming to offer new and innovative services with very 

little in the way of real evidence to back this up.  It is the case of the loud voice being heard, while 

the doers and builders in the form of regional facilities-based operators are carrying on business 

and trying to expand our networks.   

16. What is also glaringly absent in the concerns raised by the government in this Order is the 

recognition that expansion by facilities-based providers like Eastlink are bringing advanced 

networks to smaller rural communities in Canada.  Eastlink provides services to hundreds of 

smaller communities in 7 provinces, and we do so without serving in any large urban centres to 

help justify our expansion efforts, unlike our large competitors who can rely on their subscriber 

bases in Toronto, Montreal and Vancouver. Eastlink’s largest serving areas are Halifax, NS and 

Sudbury, ON.  In just over 5 years Eastlink has invested hundreds of millions of dollars into our 

networks.  Over 95% of our serving areas have access to core, fibre based services. We have 

expanded wireline and mobile services (that is, built and upgraded networks) to smaller 
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communities like Happy Valley Goose Bay and Bell Island, NL & Labrador;  Golden, BC; New 

Waterford, Baddeck, Tatamagouche in Nova Scotia;  St. John, Fredericton and Shediac and 

Sussex, New Brunswick; Chelmsford, Val Therese and Kirkland Lake, Ontario; and Grand Prairie, 

Alberta.  

17. Eastlink has serious concerns that a policy direction that fails to recognize the importance 

of facilities-based networks and investment will result in decisions and outcomes that favour entry 

by any competitors to the market who have no intention or desire to take on any risk, and simply 

reap the profits from reselling services they acquire at lower non-compensatory wholesale rates. 

The fact that the Proposed Policy Direction specifies, as an example, “reduced barriers to entry 

… to competition for new and smaller telecommunications service providers” without any 

recognition that such a policy objective will support inefficient entry by those who would otherwise 

not be viable or capable of operating a business, causes concern.  The risk is that the desired 

outcome for a greater number of service providers in retail markets may create the false 

impression that any competition is good and it must be supported at any cost. Such an approach 

fails to fully comprehend the impact these decisions have on facilities-based providers. The 

impacts will be seen in reduced or delayed investments, and perhaps in some cases companies 

pulling services out of higher cost areas.  In fact, Eastlink has had to do just this in recent years 

and some of our expansion plans are conditional upon future wholesale access decisions.  

 

18. Because of the significant and ongoing investments that small town, non-urban providers 

such as Eastlink must make in our networks, it is vital that our regulatory environment fosters the 

type of facilities-based investments made by Eastlink and other companies who take on the risk 

to build out to small communities, and continue to invest in those networks year after year to 

ensure that Canadians are able to access the services and content that they need and want.  

Eastlink and other facilities-based providers who serve small town Canada are for-profit 

businesses.  As a result, imposing regulatory obligations that do not recognize the need for cost 

recovery and a reasonable profit will significantly impair our ability to continue investing in these 

areas. Eastlink has always supported measures aimed at improving sustainable competition 

within the Canadian communications industry.  As noted previously the Commission’s pro-

facilities-based competition policies, allowed Eastlink to bring much needed network competition 

to the markets we serve.  We continue to rely on these pro-competition policies aimed at facilities-

based development in order to expand and improve our networks.    
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Required Clarifications to the Proposed Policy Direction 

 

19. Eastlink submits that the Direction must include a clear statement recognizing the 

importance of facilities-based investment. The Order specifically references, under “Objective” 

that “the proposed policy direction would formally and transparently lay out the Government’s 

priorities for telecommunications policy, namely that the CRTC should consider promotion of 

competition, affordability, consumer interests and innovation”.  One of the priorities must be 

facilities-based investment.  

20. The Order also states that the Direction will exist in complementary fashion to the 2006 

Policy Direction.  Eastlink has concerns that when the Commission is considering outcomes that 

must apply the Policy Directions, there may be an incorrect assumption that the 2019 Direction 

takes precedence over consideration of the 2006 Policy Direction.  This could lead to unintended 

outcomes that impede the very objectives sought by our government and as enunciated in the 

Telecommunications Act.  For this reason, Eastlink submits it is critical that the Direction include 

express language stating the intent of that Direction is to complement the 2006 Policy Direction 

and that the Commission shall consider the two Policy Directions together when exercising its 

powers under the Act.  If the Direction is not drafted to include clear language to reflect that both 

the 2019 and 2006 Policy Directions are to be considered in guiding Commission decisions, then 

Eastlink submits additional changes to the language of the Direction will be required to incorporate 

more language from the 2006 Policy Direction.   

21. While Eastlink maintains there is no need to implement the Direction, if it is implemented, 

at minimum, the following changes should be made: 

 Include an express statement that the Direction is intended to complement the 2006 Policy 

Direction, and that the two are to be considered by the Commission when exercising its 

powers under the Telecommunications Act; and 

 

 Incorporate an express provision that the Commission should consider how measures 

used in implementing the policy objectives of the Act encourage facilities-based 

competition. 

We appreciate the opportunity to contribute to this important review.  
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Respectfully, 

 

Natalie MacDonald 
VP Regulatory  
 

 

***END OF DOCUMENT*** 


