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1.0 INTRODUCTION AND EXECUTIVE SUMMARY 
 

1. On 26 February 2019, the Minister of Innovation, Science and Economic Development 

Canada (ISED or the Government) released a Proposed Order Issuing a Direction to the CRTC 

on Implementing the Canadian Telecommunications Policy Objectives to Promote Competition, 

Affordability, Consumer Interests and Innovation (the Proposed Direction).  The Proposed 

Direction was published in the 9 March 2019 Canada Gazette1 and interested parties were 

invited to submit representations to the Government by 8 April 2019.  Our comments on the 

Proposed Direction are provided below. 

 

2. Our primary concern with the Proposed Direction is that it has the potential to undermine 

facilities-based competition and the jobs and investments in new and expanded 

telecommunications networks that such competition brings.  It also has the potential to 

undermine some of the Proposed Direction's own stated objectives, namely consumer interests 

and innovation, as well as rendering ineffective the tangible measures put in place in the 

Government's 2019 Federal Budget (Budget 2019) to incent network builds in rural and remote 

areas. 

 

3. The Proposed Direction comes at a critical time in the evolution of Canada's 

telecommunications networks.  In particular, facilities-based wireless carriers are about to 

embark on a significant and lengthy period of investment to build the next generation of wireless 

networks, known as fifth generation, or 5G.  5G networks will deliver an order of magnitude 

improvement in both data speeds and latency (or response times), much higher data capacities 

and numerous other efficiencies.  These enhancements will allow for the introduction of myriad 

new services in manufacturing, health care, transportation, public safety, the Internet of Things 

and many other areas to the benefit of the overall economy and individual Canadians. 

 

4. The Proposed Direction states that it is designed to "promote competition, affordability, 

consumer interests and innovation".  Of course, we support these goals, but fundamental to 

achieving them is the buildout of next generation networks (NGNs) – which can only be done 

with significant, continuous investment.  Yet, the term "investment" does not appear anywhere 

in the Proposed Direction other than in the context of research and development (R&D) and 

"other intangible assets".  While we clearly support investment in R&D2, it will not, in and of 

                                                
1  Part I, Volume 153, Number 10. 
2  BCE is the leading R&D investor in the telecom industry and the fourth largest of any business in the country. 
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itself, bring the latest and most advanced telecommunications services to Canadians.  Only 

continuous investments in network facilities will do that. 

 

5. We are also concerned that the Proposed Direction is focused on near-term results at 

the expense of long-term policy goals.  We do not believe the Government intends to direct the 

Canadian Radio-television and Telecommunications Commission (CRTC) to abandon facilities-

based competition and the investments in telecommunications networks that it brings.  Yet with 

no reference to investment and a direction to "encourage all forms of competition" the 

Government is seemingly directing the CRTC to promote resale rather than facilities-based 

competition.  Further, the Proposed Direction's requirement that the CRTC foster "lower prices" 

directs the regulator to ensure that prices perpetually decline without any consideration to the 

impact on network and service quality over the long term. 

 

6. Any policy direction from the Government to the CRTC must have a long-term 

perspective and apply to multiple technologies and economic circumstances to remain relevant 

over time.  The Proposed Direction satisfies neither of these requirements. 

 

7. The Proposed Direction, which would apply to all telecommunications services, appears 

to address a perceived problem in the wireless market.  As we will explain below, this 

perception is inaccurate, especially in light of recent market and regulatory developments.  

These include the establishment of well-financed wireless regional carriers across the country, 

their network expansions and growth in subscribers3, and positive pricing trends,4 including the 

recent launch of an array of new affordable services.  When one considers these developments, 

as well as the imminent build out and launch of 5G, it is not the right time to undermine 

investments in network facilities. 

 

8. ISED has historically taken a comprehensive view of its role in the industry's success.  

For example, it recently stated it will ensure that "… Canada has a world-class 

telecommunications infrastructure and that Canadian consumers, businesses and public 

institutions continue to benefit from advanced wireless telecommunications services and 

applications".5  To facilitate these outcomes, ISED is focused on three key objectives: 

                                                
3  Freedom Mobile has close to 1.5 million subscribers, QMI has over 1.1 million subscribers and Xplornet recently 

launched mobile wireless services in Manitoba. 
4  Statistics Canada recently reported that wireless prices have fallen 54% since the beginning of 2014. 
5  ISED, Spectrum Outlook 2018 to 2022, 6 June 2018, paragraph 6, https://www.ic.gc.ca/eic/site/smt-

gst.nsf/eng/sf11403.html. 

https://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11403.html
https://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11403.html
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i. Quality:  faster and higher quality networks to do what Canadians need them to do. 
ii. Coverage:  better coverage and reliable services available to Canadians no matter 

where they live and work. 
iii. Prices:  affordable prices and more choice in services.6 
 

9. Contrary to this broad perspective, the Proposed Direction is focused solely on prices 

and ignores network quality and coverage.  This approach risks undermining access to high 

quality broadband services in rural areas, industry employment, innovation and the many other 

economic benefits that NGNs such as 5G networks bring to Canada.  Although the Government 

may consider that preserving the Current Direction alongside the Proposed Direction addresses 

this weakness, we disagree.  The absence of an investment imperative in the Proposed 

Direction undermines the Government's existing policy. 

 

10. Encouraging facilities-based competition has served Canada extremely well.  The 

Government should continue to do so to ensure that Canadians continue to reap all of the social 

and economic benefits that world-class networks provide. 

 

2.0 FACILITIES-BASED COMPETITION BENEFITS CANADA AND CANADIANS 
 

11. The Proposed Direction states that the CRTC must encourage "all forms of competition".  

In effect, this directs the CRTC to encourage non-facilities-based competition, otherwise known 

as resale.  We believe such a policy approach is misguided.  Rather than focusing on the forms 

of competition, the Proposed Direction should focus the CRTC's efforts on the benefits or 

outcomes of a competitive market.  If facilities-based competition is already achieving the 

desired outcomes, or represents the most likely approach to achieving the desired outcomes, 

then it would be illogical to also encourage resale or some other form of competition which 

would only serve to impede progress. 

 

12. The Government, the CRTC and the Competition Bureau have long supported a policy 

of encouraging facilities-based competition as the best way to deliver the benefits of competition 

to Canadians. 

 
- [Competition Bureau 2013] "Facilities-based competition is beneficial because 

such competition is most likely to lead to robust and effective long-term 

                                                
6  Ibid. 
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competition… service providers that control their own end-to-end networks have 
greater incentives for investment, innovation and cost efficiency" 7 

 
- [CRTC 2015] "Facilities-based competition, in which competitors primarily use 

their own telecommunications facilities and networks to compete instead of 
leasing from other carriers, is typically regarded as the ideal and most 
sustainable form of competition"8 

 
- [Government 2007] [T]he Governor-in-Council considers that "facilities-based 

competition is a durable form of competition that delivers the greatest benefits 
to consumers, imposes competitive market discipline on incumbents and 
strengthens investment in telecommunications infrastructure"9 

 

13. More recently, in Decision 2018-4410, the CRTC explained why its entire regulatory 

approach was built on promoting facilities-based competition: 

 
[In mandating disaggregated high speed Internet access, the]…Commission's 
intent was to promote facilities-based competition by requiring competitors to 
self-supply or lease transport facilities, which would enable them to offer more 
competitive and innovative services because they would have more control over 
their cost structures.(Paragraph 6) 
 
The Commission considers that, if it were to adopt CNOC's proposal, many 
competitors would opt to remain on aggregated HSA as long as possible, thereby 
limiting investment in transport networks and discouraging facilities-based 
competition. Therefore, implementing CNOC's request – even if a speed cap or a 
different rate model were imposed – would undermine the transition to 
disaggregated HSA before it has begun. (Paragraph 70) 

 

14. In other words, the CRTC concluded that a resale model (in this case, for aggregated 

High Speed Access service) would undermine the incentive for service providers to build their 

own networks and that building networks "would enable them to offer more competitive and 

innovative services". 

 

15. As explained below, the Government's long-standing policy of promoting facilities-based 

competition has led to numerous benefits for Canada and Canadians. 

 

                                                
7  Competition Bureau, Telecom Notice of Consultation CRTC 2013-551, Review of wholesale services and 

associated policies (TNC 2013-551), Comments, 27 June 2014, page 4. 
8  Telecom Regulatory Policy CRTC 2015-326, Review of wholesale wireline services and associated policies 

(TRP 2015-326), paragraph 5. 
9  Order in Council P.C. 2007-71. 
10  Telecom Decision CRTC 2018-44, Canadian Network Operators Consortium Inc. – Application for transitional 

access to incumbent carriers' fibre-to-the-premises facilities through aggregated wholesale high-speed access 
services. 
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16. Historically, the level of investment made by Canada's facilities-based providers has 

been exceptional.  For example, Canada's investment in telecommunications as a percentage 

of revenue is first in the G7 and fourth amongst Organisation for Economic Co-operation and 

Development (OECD) nations.11  Similarly, facilities-based wireless carriers in Canada have the 

highest capital expenditure per subscriber among the G7 and Australia.12  Wireless carriers 

have invested over $48 billion in capital expenditures since 2006.13  The result is that Canada 

has the second fastest average mobile connection speed of any country in the world14, our long-

term evolution (LTE) network covers 99% of Canada's population and our LTE Advanced (LTE-

A) network provides coverage to 91% of Canadians.  Our track-record of investment has 

resulted in Canada having among the best networks, in both quality and coverage, in the world. 

 

17. Charles River Associates (CRA)15, an international economic consultancy, recently 

observed that unlike other countries Canada's network investments have not relied on public 

funding: 

 
Canada is an outlier in having the lowest level of per capita public sector 
investments in broadband, yet one of the highest Next Generation Access (NGA) 
deployment levels with commensurate high levels of high-speed broadband 
penetration and high average download speeds.16 [Emphasis added] 

 

18. Significant sustained investments by facilities-based service providers have allowed the 

telecommunications industry to be a major economic contributor.  For example, Canada's 

wireless industry contributes over $27 billion to Gross Domestic Product (GDP) and supports 

more than 150,000 full-time equivalent jobs.17  Canada's planned 5G deployment will only build 

on these impressive results.  Not only will 5G be an important enabler for the digital economy – 

with an annual contribution to GDP of $40 billion by 2026 – but it is estimated that it will create 

250,000 permanent jobs and 150,000 additional jobs associated with the deployment.18 

 

19. Facilities-based telecom providers are also leading investors in R&D at a time when 

Canada's overall economy lags other countries in this regard.  According to the Expert Panel on 

                                                
11  OECD Digital Economy Outlook, October 2017 
12  Bank of America Merrill Lynch, Global Wireless Matrix, December 2018. 
13  Capex estimates are from IDC Canada, Canadian Communications Service Provider Capex Budgets, 2017 – 

2018, May 2018.  This amount includes spectrum investments. 
14  Speedtest Global Index, February 2019.  Available at: https://www.speedtest.net/global-index#mobile. 
15  http://www.crai.ca/about.  
16  CRAI 2018, submitted as Appendix 5-A of our comments to the Broadcasting and Telecommunications 

Legislative Review Panel dated 11 January 2019, paragraphs 82-83 
17  CWTA Facts and Figures: https://www.cwta.ca/facts-figures/  based on Nordicity, The Benefits of the Wireless 

Telecommunications Industry to the Canadian Economy 2017, March 2019. 
18  Accenture, Fuel for Innovation, 2018. 

https://www.speedtest.net/global-index#mobile
http://www.crai.ca/about
https://www.cwta.ca/facts-figures/
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the State of Science and Technology and Industrial Research and Development in Canada (the 

Expert Panel on R&D), "there has been a sustained erosion in Canada's industrial R&D capacity 

and competitiveness.  Canada ranks 33rd among countries on an index assessing the 

magnitude, intensity and growth of industrial R&D expenditures".19  The Expert Panel on R&D 

further notes that there is a growing gap in R&D intensity between Canada and other OECD 

countries.  Notwithstanding Canada's poor overall performance on R&D, the Expert Panel on 

R&D notes that Canada excels in telecommunications.20  It states that "[a]mong the largest 

industries, only six increased their spending on R&D, led by chemical manufacturing and 

telecommunications services."21  Indeed, we are proud that BCE Inc. is the fourth largest R&D 

investor in the country and the largest R&D investor within the telecommunications industry.22 

 

20. Government's focus on encouraging network investments has created fierce competition 

among Canada's facilities-based competitors.  As the case study in Figure 1 shows, amongst 

the primary facilities-based competitors in the Canadian broadband market there is a constant 

battle for new subscribers.  In particular, cable companies' share of net new additional 

subscribers fell from 80% in 1998 to less than 50% in 2002 and then increased again to 

approximately 80% in 2008.  At that point, Incumbent Local Exchange Carriers (ILECs) began to 

battle back, with their share of net new additional subscribers increasing from approximately 

20% to nearly 100% in 2013.  Of course, that led cable companies to use all of the tools in their 

competitive arsenal to battle back themselves. 

 

                                                
19  Council of Canadian Academies, 2018.  Competing in a Global Innovation Economy: The Current State of R&D 

in Canada. Ottawa (ON): Expert Panel on the State of Science and Technology and Industrial Research and 
Development in Canada, Council of Canadian Academies, page xxii: https://www.scienceadvice.ca/wp-
content/uploads/2018/09/Competing_in_a_Global_Innovation_Economy_ExecSumm_EN.pdf. 

20  Ibid. page xxiii. 
21  Ibid. page xxiii-xxiv. 
22  Research Infosource Inc., November 2018. 

https://www.scienceadvice.ca/wp-content/uploads/2018/09/Competing_in_a_Global_Innovation_Economy_ExecSumm_EN.pdf
https://www.scienceadvice.ca/wp-content/uploads/2018/09/Competing_in_a_Global_Innovation_Economy_ExecSumm_EN.pdf
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Figure 1 
Residential Fixed Broadband Share of ILEC and  

Cable Net Additions (1999-2017)23  

 

 
 

21. Facilities-based competition is also reducing prices over time.  Statistics Canada reports 

that prices for "Internet access services" have declined in real dollars (i.e., have risen more 

slowly than the consumer price index (CPI)) since 2002.  In fact, Figure 2 shows that Internet 

access service prices have risen more slowly than such consumer staples as gasoline, food, 

shelter and transportation and have not increased at all since 2015 despite the value provided 

by such services increasing considerably during this period.24 

 

                                                
23  Updated chart based on Church, Figure 2.3.2.  (Source: CRTC Communications Monitoring Report.) 
24  Statistics Canada, CANSIM Table 18-10-0005-01. 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

ILEC Cable



BCE Inc. Page 10 of 22 
Government's Proposed Policy Direction to the CRTC – Comments 
 

 

Figure 2 

Price History (2002-2017) 

 
 

22. The situation for wireless prices is similar.  As Figure 3 shows, a recent Statistics 

Canada analysis found that wireless prices declined by about 54% between 2014 and 2018. 

 
Figure 3 

Mobile Service Price Index (Q1 2014-Q2 2018)25 

 

                                                
25  Statistics Canada, Telecommunications services price indexes, second quarter 2018, 1 Feb 2019. 
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23. These favourable outcomes, which are the result of a market built on facilities-based 

competition, were recently recognized by Minister Bains: 

 
Canada has some of the world's most advanced and efficient telecom networks. 
Very high-speed Internet is available to more than three quarters of Canadians. 
That's up from 2011, when only a quarter of Canadians had this service. As well, 
virtually all Canadians are covered by the latest wireless technologies. And 
Canada's wireless networks are fast. They rank second among G7 countries for 
average connection speeds. Canadian telecom network investments exceeded 
$56 billion between 2011 and 2015. These high-speed networks enable 
Canadians to do more online, whether it's buying and selling, collaborating on 
work projects, or staying in touch with their kids and grandkids in other parts of 
the world. These networks turn consumers into producers, observers into 
participants, users into innovators.26 

 

3.0 THE PROPOSED DIRECTION WILL REDUCE INVESTMENT 
 

24. The clear and significant risk of the Government abandoning its long-standing support of 

facilities-based competition in favour of encouraging resale and other forms of competition is 

that industry investment will decline.  While network investment and deployment do not stop 

entirely in response to mandated access, it slows the pace and extent of deployment for 

advanced telecommunications networks.  This outcome has been confirmed by the experience 

in Canada and elsewhere.27  In particular, the greater the role of mandated resale in a market, 

the more network deployment suffers.  A focus on mandated resale, therefore, is antithetical to 

the goal of ensuring that as many Canadians as possible have access to advanced 

telecommunications networks.  The CRA Report referenced above summarizes numerous 

empirical studies on this issue and concludes: 

 
It is generally accepted by academics and national regulators alike that the best 
market outcomes are the result of end-to-end facilities-based competition instead 
of access-based competition. Despite the goal of promoting future facilities-
based competition by allowing entrants to climb the "ladder of investment", there 
is little empirical support in the literature of new entrants fully climbing the ladder 
in order to compete against incumbents through the construction of their own 
facilities. Some studies have found that access regulation improved the initial 
deployment of broadband, with these benefits dissipating in the years following. 
However, the empirical literature generally shows that the stronger is access 
regulation, the less both incumbents and entrants invest, which is counter to the 

                                                
26  The Honourable Navdeep Bains, Minister of ISED, Speech at the 2017 Canadian Telecom Summit, 5 June 2017. 
27  See Hal Singer (2015), "The Economic Impact of the CRTC's Decision to Unbundle Fibre-to-the-Premises 

Networks" available at https://www.ic.gc.ca/eic/site/smt-gst.nsf/vwapj/TRP-CRTC-2015-326-Bell-Canada-
Attachment2.pdf/$file/TRP-CRTC-2015-326-Bell-Canada-Attachment2.pdf; Michal Grajek and Lars-Hendrik 
Roller (2012), "Regulation and Investment in Network Industries: Evidence from European Telecoms", Journal of 
Law and Economics; and Kim et al (2011), "Access regulation and infrastructure investment in the mobile 
telecommunications industry", Telecommunications Policy. 

https://www.ic.gc.ca/eic/site/smt-gst.nsf/vwapj/TRP-CRTC-2015-326-Bell-Canada-Attachment2.pdf/$file/TRP-CRTC-2015-326-Bell-Canada-Attachment2.pdf
https://www.ic.gc.ca/eic/site/smt-gst.nsf/vwapj/TRP-CRTC-2015-326-Bell-Canada-Attachment2.pdf/$file/TRP-CRTC-2015-326-Bell-Canada-Attachment2.pdf
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regulatory agency's original objective of spurring competition in fixed broadband. 
Furthermore, adoption of next generation technologies is negatively correlated 
with the amount of wholesale access.28 

 

25. A related study by CRA that focused on the wireless industry29 found that mandated 

access in wireless, and specifically mandating access for mobile virtual network operators 

(MVNOs), is associated with significant reductions in wireless investment without delivering 

corresponding benefits for consumers (such as increased wireless penetration). 

 

26. Our own experience supports these findings.  When the CRTC mandated wholesale 

access to services enabled by fibre-to-the-node (FTTN) facilities in 2010, the result was that 

FTTN was rolled out to approximately 400,000 fewer homes in our territory than planned over 

the two subsequent years. 

 

27. In another example, in 2014, Bell Aliant built out FTTH networks in 21 communities.  

When, following those builds, it used its investment model to test the impact of mandated 

wholesale access, the Net Present Value (NPV) of the investment in 9 of the 21 communities 

turned negative.  In other words, 9 of the 21 communities would not have been built if there had 

been mandated FTTH access at the time the investments were approved.  Such a result is 

unavoidable when building brand new access networks and trying to achieve minimum 

acceptable market penetration levels for multiple retail services to support the investments 

required.  Mandated access undermines the core elements of the underlying business case. 

 

28. International jurisdictions have experienced similar, if not more dramatic, results.  

European wireless markets offer a particularly cautionary tale.  For example, Dr. Georg 

Serentschy, the former CEO of the Austrian Telecom Regulator and Chairman of the Body of 

European Regulators for Electronic Communications, concluded that:  

 
After Canada's long and successful history of an investment-friendly wireless 
broadband regulatory regime based on facilities-based competition, 
…[mandating wholesale access on wireless networks] would be disruptive and 
harmful to Canadian consumers in terms of reducing both broadband quality and 
availability; Europe's failed policies have proven to be detrimental to European 
citizens and business, harmful to the innovation climate… and negative for the 
investment climate.30 [Emphasis added] 

                                                
28  CRA Report, paragraph 54. 
29  CRAI 2017, BCE Inc. Submission, Broadcasting and Telecommunications Legislative Review Panel, 

11 January 2019, Attachment 5-C. 
30  Bell Mobility Final Comments, Serentschy Report, Reconsideration of Telecom Decision 2017-56 regarding Final 

terms and conditions for wholesale mobile wireless roaming service, page 5. 
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29. Similarly, Marc Furrer, the former president of the Swiss communications regulator, 

noted in a recent report that:  

 
One should not intervene in markets which work – especially not when a country 
depends on the investments of the market players.  This is especially the case in 
challenging markets, like a telecom market with a lot of rural areas with low 
population density (like in Switzerland).  There it needs special incentives for the 
market players to invest into the infrastructure on their own initiative – added 
regulations don't help the users nor the industry.  If there are three or even four 
facilities-based Mobile Network Operators any regulation in this area should not 
be necessary.  That at least is the lesson learnt in Europe.31 [Emphasis added] 

 

30. Resale competition is often advocated by resellers on the basis that it allows them to 

invest in progressively more of their own facilities over time.  In reality, after decades of 

promoting this theory and despite serving at least 13% of retail customers (20% retail market 

share in Ontario and Quebec), wireline resellers in Canada account for 0.03% of investment in 

wireline infrastructure (a proportion that has been falling over time).32  There is no reason to 

believe that the ladder of investment theory will be successful in the Canadian wireless market 

either. 

 

31. Facilities-based providers compete against each other on the basis of network quality, 

coverage, price and customer service.  However, if all network improvements or expansions, 

such as 5G or FTTH deployment, must be made available to resale competitors, then the 

incentive to invest is obviously significantly reduced.  Network quality and coverage is no longer 

a differentiator if resellers have immediate access to the benefits of such investments. 

 

32. Smaller facilities-based service providers, such as Eastlink, SaskTel, Shaw/Freedom 

Mobile and Quebecor Media Inc. (QMI) will be disproportionately impacted by regulatory 

initiatives that encourage resale.  These companies have invested large amounts over the last 

decade in wireless spectrum and network infrastructure to build viable wireless businesses.  

After finally achieving this goal, their wireless businesses could quickly become unprofitable or 

even untenable over the long-term.  As such, there is a significant risk that the Proposed 

Direction will replace today's facilities-based competitors with tomorrow's resale competitors. 

 

                                                
31  Bell Mobility Final Comments, Furrer Report, Reconsideration of Telecom Decision 2017-56 regarding Final 

terms and conditions for wholesale mobile wireless roaming service, paragraph 9. 
32  See CMR 2017, Figure 5.0.5 and CMR 2018, Infographic 5.2. 
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33. Wireless entrant carriers are risking vast amounts of private capital to build out their 

networks and compete in the wireless industry, and it is uncertain that those investments will be 

recouped.  It is impossible to imagine that such investments would continue if:  (i) those carriers 

would have to compete with resellers that do not make any investments; and (ii) the carriers 

themselves could simply resell services on another carrier's existing network.  In the face of a 

ruling that mandates wireless resale, the most prudent course for a facilities-based entrant 

would be to cease building facilities and instead ride without risk on one or more of the networks 

of Bell, Rogers and Telus. 

 

34. Under a mandated resale model, all service providers will move some portion of their 

limited capital away from network extensions and upgrades in order to fund price discounts and 

promotional campaigns.  Investments will shift away from rural markets to urban centres; 

slowing the progress of Canada's rural broadband expansion.  This is because resellers will 

undoubtedly concentrate on providing service in urban markets as these areas provide a higher 

likelihood of positive financial returns.  In response, existing facilities-based providers will devote 

more of their resources to urban markets to better compete with the resellers, thus reducing the 

quality and coverage of networks in Canada. 

 

35. In summary, the benefits of facilities-based competition are well established and Canada 

continues to have some of the best networks (both wireless and wireline) in the world.  The 

Proposed Direction would undermine this favourable situation and create a significant 

impediment to network investments in the future. 

 

4.0 THE TIMING OF THE PROPOSED DIRECTION IS PARTICULARLY TROUBLING 
 

36. Three considerations make the Proposed Direction particularly troubling: (1) the pressing 

need for network builders to invest in NGNs; (2) a host of recent market developments that have 

not had time to manifest themselves in the marketplace; and (3) the CRTC's review of mobile 

wireless services.  Each is discussed below. 

 

4.1 The need to invest in NGNs 
 

37. For both wireless and wireline, Canada is at a critical stage in the investment cycle 

whereby massive investments are required in NGNs to maintain Canada's ability to compete in 

the global digital economy. 
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38. Wireless carriers are about to invest in 5G networks that will bring highly innovative new 

services that will accelerate Canadian economic growth.  These investments include billions of 

dollars for spectrum to be acquired through Government auctions, as well as for the deployment 

of network equipment, software and related services to upgrade wireless networks to 5G.  

Accenture, a global technology consulting firm, estimates that $26 billion will be required for the 

rollout of 5G between 2020-2026 (i.e., over half of the cumulative amounts invested in the 

previous 30 years, in one-fifth the time).33  In order to maintain the anticipated capital intensity 

required to make such investments, facilities-based providers must be supported by policies that 

encourage investments. 

 

39. Wireline network builders in Canada are in the process of upgrading their access 

networks to FTTH.  Bell's fibre optic network build was approximately 50% complete by the end 

of 2018, which translates into 4.6 million all-fibre connections in homes and businesses in 

Atlantic Canada, Quebec, Ontario and Manitoba.34  However, the most financially challenging 

upgrades, to roughly another 4.6 million homes and businesses, are yet to come. 

 

40. One of our key plans to address the network gap is to deliver high quality broadband 

speeds to smaller towns with an innovative wireless-to-the-home (WTTH) 5G-capable 

technology, which leverages 3.5 GHz spectrum.35  We plan to build WTTH to 1.2 Million homes 

that are not economically viable for FTTH. 

 

41. In 2018, we also began a challenging network build to deliver broadband Internet and 

wireless services to all 25 communities across the territory of Nunavut in partnership with 

Northwestel.36 

 

42. The private sector is not alone in devoting billions to upgrading telecommunications 

facilities.  The Government has also devoted an unprecedented amount of money in recent 

years (in partnership with facilities-based providers, which provide matching funds) to expand 

broadband availability in Canada. For example, $300 million of Government funding has been 

set aside for the Connecting Canadians program, $500 million for the Connect to Innovate 

program and $750 million for the CRTC's Broadband Fund. 

 

                                                
33  Accenture, Fuel for Innovation, 2018. 
34  BCE 2018 Annual Report, page 10 at http://www.bce.ca/investors/AR-2018/2018-bce-annual-report.pdf. 
35  Ibid. page 11. 
36  Idem. 

http://www.bce.ca/investors/AR-2018/2018-bce-annual-report.pdf
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43. In Budget 2019, the Government announced a "new, coordinated plan that would deliver 

$5 billion to $6 billion in new investments in rural broadband over the next 10 years" to provide 

access to high quality broadband to all Canadians by 2030.  Notably, this plan relies on 

significant private investments.  As summarized in Budget 2019, the plan includes: 

 
Support through the Accelerated Investment Incentive to encourage greater 
investments in rural high-speed internet from the private sector [which is meant 
to incentivize private investments].  
… 
$1.7 billion in new investments in the successful Connect to Innovate program, 
and the launch of a new Universal Broadband Fund that will focus on extending 
"backbone" infrastructure to underserved communities. For the most difficult-to-
reach communities, funding may also support "last-mile" connections to 
individual homes and businesses.  [Although details have not yet been 
announced, previous government funding initiatives have required 
matching investments from facilities-based providers]  
… 
New investments by the Canada Infrastructure Bank (CIB). The CIB will seek to 
invest up to $1 billion over the next 10 years, and leverage at least $2 billion in 
private capital, to increase broadband access for Canadians.37 [Emphasis 
added, Bold text consists of our editorial comments] 

 

44. Thus, the Government itself has invested, and will continue to invest, billions of dollars 

into the expansion and upgrade of telecom networks. Critically, the Government's plan for the 

next 10 years relies on billions in investment by private facilities-based providers. 

 

45. The Proposed Direction would work at cross-purposes with these initiatives.  Resellers 

will not make any material investments to improve network quality or coverage.  They will 

merely resell the networks and coverage that facilities-based providers have built.  Thus, 

promoting resellers will not lead to the development of new networks and, moreover, will 

undermine the ability of existing facilities-based providers to augment their own networks. 

 

46. We note that third-party stakeholders, such as investment analysts, are confounded by 

the timing of the Government's Proposed Direction and the CRTC's upcoming wireless review.  

For example, BMO Capital Markets observed: 

 
It seems to us that it defies logic for the government to move meaningfully away 
from its traditional facilities-based model when it is poised to generate significant 
funds from spectrum auctions over the next few years. The industry is currently 

                                                
37  https://www.budget.gc.ca/2019/docs/nrc/infrastructure-infrastructures-internet-en.html. 

https://www.budget.gc.ca/2019/docs/nrc/infrastructure-infrastructures-internet-en.html


BCE Inc. Page 17 of 22 
Government's Proposed Policy Direction to the CRTC – Comments 
 

 

investing heavily in Gigabit/fibre networks and preparing for an evolution to 5G, 
the next-generation wireless technology platform.38 

 

4.2 Recent market developments 
 

47. New entrants have entered the market and distinguished themselves with lower rates.39 

The established carriers have responded in kind.  With the purchase of Wind Mobile by Shaw 

(and subsequent rebranding of Wind Mobile to Freedom Mobile), there are now four financially 

stable and well established facilities-based carriers across the country.  The new entrants have 

significant momentum.  For example, Eastlink, SaskTel, Shaw/Freedom Mobile, QMI and 

Xplornet now serve over three million wireless subscribers.40  Shaw/Freedom Mobile and QMI 

alone have grown from about 1.5 million subscribers in Q1 2015 to about 2.6 million subscribers 

at the end of 2018 – representing a 73% increase that shows no signs of reversing. 

 

48. Although there is a concern about prices, the reality is that Canadian rates are 

affordable.  Canada is ranked as having the most affordable wireline and wireless services out 

of 100 countries studied in a 2019 report by the Economist Intelligence Unit.41  Similarly, a 

recent report by Wall Communications, author of several pricing reports which are frequently 

relied upon by ISED and the CRTC, analyzed the affordability of fixed broadband services for 

low-income Canadians in particular.  Wall's conclusion was that compared to the surveyed 

international peers, "Canada is one of the most affordable countries examined".42 

 

49. Recent initiatives have significantly added to the range of affordable telecommunications 

services available to Canadians.  For example, new low cost data-only wireless plans were 

introduced in February/March 2019 by Bell, Rogers and Telus.  Over the last 16 months two 

completely new prepaid services were launched and expanded.  Specifically Lucky Mobile is 

now available nationally and QMI launched a new prepaid service under the brand name "Fizz".  

The "Connecting Families" initiative, launched in November 2018, is a partnership between 

ISED and participating ISPs, including Bell Canada, offering $10/month Internet service to 

eligible families.  In addition to these developments, it is important to note that the CRTC only 

                                                
38  BMO Capital Markets, Election Year Amplifying Regulatory Noise and Risk, 28 February 2019. 
39  See for example Vancouver Sun, Shaw 'set off a bomb' in the cellphone data market, experts say, 24 May 2018: 

https://vancouversun.com/news/local-news/shaw-set-off-a-bomb-in-the-cellular-data-market-experts-say. 
40  See https://www.cwta.ca/wp-content/uploads/2019/03/Sub-Stats-2018-Quarter-4-EN-Web-03.14.2019.pdf. 
41  See https://theinclusiveinternet.eiu.com/explore/countries/performance?category=affordability. 
42  Attachment 4 of our submission to the Broadcasting and Telecommunications Legislative Review Panel dated 

11 January 2019, Wall Communications Inc., "A Research Report Examining Affordability in the Canadian Mobile 
Wireless and Fixed Broadband Markets," December 2018 [Wall Report], page 5. 

https://vancouversun.com/news/local-news/shaw-set-off-a-bomb-in-the-cellular-data-market-experts-say
https://www.cwta.ca/wp-content/uploads/2019/03/Sub-Stats-2018-Quarter-4-EN-Web-03.14.2019.pdf
https://theinclusiveinternet.eiu.com/explore/countries/performance?category=affordability
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finalized the mandatory wholesale roaming tariffs in March 2018 and the regulatory protections 

in the Wireless Code were bolstered less than 18 months ago. 

 

50. The above initiatives are very recent and their full impact on the marketplace is not yet 

known.  It is, therefore, inappropriate to assume (as the Proposed Direction does) that: 1) they 

will be ineffective, 2) additional favourable market developments will not occur, and 3) further 

regulatory intervention is necessary.  In fact, acting on such assumptions would be an 

unnecessary interference in the market and create the risk of negative unintended 

consequences. 

 

4.3 The CRTC's review of mobile wireless services 
 

51. Two days after the Proposed Direction was announced, the CRTC launched 

TNC 2019-5743, in which it will study the state of retail wireless market competition, determine 

whether current wholesale mobile wireless regulations are sufficient and examine whether the 

current wireless regulatory framework will be appropriate in the future.   

 

52. Consistent with the discussion in the previous subsection, the CRTC noted that some of 

its regulatory interventions have only recently been established and that time was required 

before the Canadian market would experience the full impact of these new rules: 

 
Given the relatively short time during which the final wholesale roaming 
tariffs have been in place, the benefit to competition that these tariffs 
provide, and the importance of providing regulatory certainty to 
stakeholders, the Commission considers that it is not necessary or 
appropriate to revisit whether wholesale roaming ought to continue to be 
mandated. Similarly, since this is a policy proceeding, the Commission will not 
be examining the rates associated with wholesale roaming. [Paragraph 29,  
Emphasis added] 

 

53. As the CRTC has launched a proceeding to consider the very issues required to 

conclude that a policy direction is required, including the impacts that the recent market 

developments noted in the previous subsection have had in terms of competition and consumer 

benefits, the Proposed Direction is premature.  It would be reasonable, under the 

circumstances, for the Government to delay the process related to the Proposed Direction until 

the CRTC completes its review. 

 

                                                
43  Telecom Notice of Consultation CRTC 2019-57, Review of mobile wireless services. 
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5.0 RECOMMENDED AMENDMENTS TO THE PROPOSED DIRECTION 
 

54. In consideration of the significant risks noted above, and regardless of the timing of the 

Government's stakeholder consultation process, we recommend the changes below to mitigate 

the potential negative consequences of the Proposed Direction. 

 

5.1 Include the need to consider investment 
 

55. The lack of reference to network investments could be misinterpreted as a reason to de-

emphasize access to NGNs, rural access to high quality broadband services, the jobs resulting 

from continued investment, R&D spending, innovation and the many other economic benefits 

that NGNs are expected to bring to Canada.  Any decision to promote resale in any 

telecommunications market should take into account the impact on investment, which are likely 

to be significant.  Inclusion of the concept of facilities-based investment on equal footing with the 

other laudable goals already listed in the Proposed Direction will help alleviate this concern. 

 

5.2 Explicitly reference that the Proposed Direction is complementary to the Current 
Direction 

 

56. The Current Direction encapsulated Canada's longstanding policy of promoting facilities-

based competition.  The Regulatory Impact Analysis Statement issued with the Proposed 

Direction makes it clear that the Current Direction and Proposed Direction are meant to co-exist 

when it states "this policy direction will exist in complementary fashion to the previous policy 

direction…".44  We agree that the two directions must co-exist.  For the sake of clarity, the 

Proposed Direction should be amended to explicitly state that it exists concurrently with the 

Current Direction. 

 

5.3 Revise the requirement to promote all forms of competition 
 

57. The Proposed Direction's requirement that the CRTC "promote all forms of competition" 

implies that resale and other forms of competition must be encouraged regardless of the 

advisability of doing so.  Rather than focusing on forms of competition, the Proposed Direction 

should focus on facilitating positive competitive outcomes.  Therefore, any decision to promote 

resale in any telecommunications market must take into account the impact on investment and 

seek to optimize that impact.  It also means that the CRTC should reject a certain form of 

                                                
44  Government's Proposed Policy Direction to the CRTC. 
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competition if the costs to Canadians would exceed the benefits.  The Proposed Direction does 

not allow for such an analysis. 

 

58. We therefore recommend the removal of section 1.a.i. of the Proposed Direction or that 

the words "…all forms of…" be removed.  In doing so, the Government would be clearly 

directing the CRTC to consider the appropriateness of resale but not pre-determining the issue.  

Rather, it would allow the CRTC to determine whether to mandate resale after the appropriate 

analysis, including an examination of the benefits and costs to consumers. 

 

5.4 Focus on affordability 
 

59. The inclusion of the phrase "lower prices" in section 1.a.ii raises the question: lower than 

what?  We assume it is a reference to prices currently in market today.  However, it is 

unnecessary, and indeed contrary to economic theory and business logic, for every provider or 

every brand to constantly lower prices.  A focus on affordability, which is also mentioned in 

section 1.a.ii, is a much more robust construct.  In properly functioning markets, different 

competitors will employ different pricing strategies in consideration of market conditions.  This 

includes the use of flanker brands to target different market segments, the introduction of 

prepaid wireless brands, data-only plans and many other service configurations.  As long as 

affordable services are readily available from one or more providers in the market then the 

affordability condition has been met. 

 

60. While we understand the Government's goal of creating a competitive dynamic that will 

lead to lower prices, a requirement to continually lower prices is both unsustainable and myopic.  

Given the long life of a policy direction, proper consideration must be given to how the words will 

be used for decision making in the decades to come.  Therefore, rather than referring to lower 

prices, the Proposed Direction should direct the CRTC to ensure affordable telecommunications 

services. This approach is consistent with the wording in the Telecommunications Act which 

stipulates that Canadian telecommunications policy has as an 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."45 

 

  

                                                
45  Telecommunications Act, s. 7(b). 
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5.5 Focus on barriers to entry for small providers 
 

61. Section 1.a.v of the Proposed Direction calls on the CRTC to "reduce barriers to entry 

and to competition for new and smaller telecommunications services providers".  From an 

economic standpoint, regulators should be concerned about barriers to entry, and if barriers are 

found, regulatory intervention may be appropriate.  A reasonable example of this principle is the 

CRTC's long-standing policy of ordering access to facilities that it deems to be essential.  

However, the Proposed Direction goes further than focusing on barriers to entry by including the 

term "barriers to competition", which seems to be redundant.  We are also concerned that the 

term is vague, could easily be misinterpreted, and may ultimately be used for unnecessary and 

inappropriate regulatory intervention. 

 

62. While we understand the desire to assist smaller telecommunications service providers 

(TSPs), we are concerned with the addition of the term "new".  If the term is meant to cover new 

TSPs that are small, the word is superfluous as the Proposed Direction already applies to 

"small" TSPs.  If it is meant to include new TSPs that are not small (for example international 

multi-nationals) then we are strongly opposed to a Government directive to the CRTC to assist 

companies, particularly non-Canadian companies, that do not need preferential regulatory 

treatment. 

 

63. To address both of the above concerns, the Proposed Direction should be amended to 

delete the references to "new" TSPs and "barriers to competition".  In doing so, the Proposed 

Direction would target the removal of barriers to entry for smaller TSPs.  In addition, it would be 

prudent to include a statement that such barriers can be removed by mandating access to 

essential facilities. 

 

5.6 Add investment in rural areas as a consideration 
 

64. Subsection 7(b) of the Telecommunications Act establishes that one of Canada's policy 

objectives is "to render reliable and affordable telecommunications services of high quality 

accessible to Canadians in both urban and rural areas in all regions of Canada".  We know the 

Government is focused on these areas through many initiatives, including Connect to Innovate.  

Yet, the Proposed Direction is silent on this point.  We recommend that a bullet be added to re-

establish the importance of this objective by making specific reference to the need to encourage 

investment in rural and remote areas. 
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6.0 CONCLUSION 
 

65. Now is not the time to implement a significant shift in the Government's long-standing 

policy of encouraging facilities-based competition, which has given Canadians world-leading 

networks at affordable prices with minimal government investment compared to other countries.  

The Proposed Direction would be detrimental to the development of NGNs, rural access to high 

quality broadband services, the potentially tens of thousands of jobs resulting from continued 

investment, R&D spending and the many other economic benefits that NGNs are expected to 

bring. 

 

66. Of paramount importance is the imminent need for facilities-based wireless carriers to 

begin investing in 5G networks.  As noted by the Government, "[i]n the near term, 

5th generation (5G) technology is expected to support the expansion of new wireless 

applications into vertical market segments including agriculture, manufacturing, healthcare, 

public safety and transport, which will help foster growth and competition in the Canadian 

economy".46  Countries around the world are seeking to encourage the deployment of such 

networks to promote innovation and competition in the digital economy.  Canada must do 

likewise. 

 

67. To mitigate the risks identified in this submission, we have a proposed small but 

important changes to the Proposed Direction that are meant to ensure that investment 

considerations are not lost in the overall assessment of regulatory actions taken to enhance 

competition.  We thank the Government for the opportunity to provide our views. 

 

*** End of Document *** 

                                                
46  Spectrum Outlook 2018-2022, ISED, SLPB-003-18, paragraph 5: https://www.ic.gc.ca/eic/site/smt-

gst.nsf/eng/sf11403.html. 

https://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11403.html
https://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11403.html

