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Reply Expert Report of Christian M. Dippon, Ph.D.
EXECUTIVE SUMMARY
ES1.

My initial analysis of ISED’s policy proposal and licensing framework for spectrum in the
3500 MHz band concluded the following:


ISED must refrain from implementing set-asides and instead rely on market forces
because the market is already competitive, and the use of set-asides is inconsistent with
international best practices.



If ISED does implement procompetitive measures, it must use spectrum caps because
this minimizes the distortionary effect on competition, protects all mobile wireless
providers in the post-auction market, and is consistent with international best practices.



If ISED does implement set-asides, it must use a provincial (not nationwide) market
threshold for eligibility because this is consistent with the findings of the Competition
Bureau and ISED.



If ISED does implement set-asides, it must prohibit set-aside bidders from bidding on
the open spectrum because this prevents them from artificially increasing the prices of
the open spectrum licenses.

ES2.

After carefully reviewing the comments of Shaw Communications Inc., Quebecor Media
Inc., Cogeco Communications, Bragg Communications Inc., and the British Columbia
Broadband Association (BCBA), my conclusions remain unchanged. Two observations
confirm my initial assessment. First, these respondents provided no evidence and
conducted no analyses demonstrating a competition problem that set-asides presumably
would solve. Rather, most, if not all, of the arguments put forth are unsupported and simply
advocate the framework that maximizes that company’s respective profits with no regard
to Canadian consumers. Second, these respondents provided no evidence and conducted
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no cost-benefit analyses demonstrating that set-asides benefit Canadian consumers. The
submissions make vague promises of future investment and innovations and entirely ignore
the known negative repercussions of set-asides.
ES3.

My assessments with respect to the individual submissions are as follows:


Shaw/Freedom’s submission skips the prerequisite competition analysis altogether and
only vaguely points to a study by the Competition Bureau that alleges coordinated
behavior by the three nationwide providers. Shaw/Freedom simply argues that
consumers will somehow benefit from Shaw/Freedom receiving the benefits of setasides. Shaw/Freedom makes no mention of any risks to consumers from set-asides,
ignoring the rich evidence demonstrating that set-asides have perverse side effects.



Quebecor/Videotron also presents no competition problem that requires procompetitive
measures. It simply proclaims that the risk of foreclosure of regional providers by
nationwide providers is “very high.” Quebecor/Videotron offers a dubious consumer
value proposition that touts a few high level and unsubstantiated benefits and ignores
all consumer risks from set-asides.



Cogeco’s submission also is devoid of any analysis or other support demonstrating the
need for procompetitive measures. It simply declares its support for a combination of
set-asides and an in-band spectrum cap. Cogeco resorts to high-level and economically
incorrect arguments that these measures would be helpful in preventing the large
nationwide providers from monopolizing the band and would allow consumers and
businesses to benefit from greater choice if the small, regional providers were allowed
to purchase set-aside spectrum. Cogeco does not mention why it and others continue to
require set-aside spectrum despite having enjoyed such benefits in the past and despite
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the fact that all regional carriers have cost-based and risk-free access to the domestic
wholesale roaming market.


Bragg/Eastlink also offers no evidence of a competition problem and does not elaborate
on why procompetitive measures are required to ensure facilities-based entry and
expansion and to generate sustainable competition. The regional provider simply
alleges that without set-asides the only successful bidders will be the national
incumbents. Interestingly, Bragg/Eastlink admits that procompetitive measures will not
solve a specific competition problem but help it to get spectrum at a lower price.

ES4.

The inability of these parties to show that a competition problem exists and that set-asides
promise net benefits to consumers stands in stark contrast to the evidence showing that the
market is competitive and that implementing set-asides in such an environment causes
consumer harm not benefits. The parties supporting set-asides offer no evidence that
challenge, let alone overturn, the conclusions I reached in my assessment of this matter.
Hence, my recommendations stand and I urge ISED to refrain from implementing setasides.

ES5.

I also reviewed the two third-party reports that the responding parties referenced in their
submissions. Used by Shaw/Freedom and the BCBA to justify their support for
procompetitive measures, the first of these reports is a study by the Competition Bureau.
The Bureau’s report claims that rather than competing, Rogers, Bell, and TELUS
coordinate their retail prices to keep them artificially high for their mutual benefit. The
Bureau bases its most recent allegation on its observance of lower prices in Quebec and
Saskatchewan relative to the remaining eight provinces. It hypothesizes that the lower
prices in these two provinces are the result of the presence of a “strong regional competitor”
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that does not participate in the alleged coordination but undercuts the prices charged by the
coordinating parties, thereby putting an end to the claimed anticompetitive behavior. My
peer review of the Competition Bureau’s study (attached as Appendix A) instead found the
following:


Pricing patterns find the Bureau’s claim erroneous because no provincial price
differences were observed (e.g., in July 2019), and the pricing patterns are not
consistent with coordinated behavior.



The pricing patterns are consistent with a competitive market that sets prices according
to the market’s demand and supply conditions.



Provincial price differences are not unique to the mobile wireless sector but are
common for many other Canadian products.



Provincial price differences existed long before the “strong regional competitors”
entered the market, thereby refuting that they were the reason for price differences.



Idiosyncratic reasons in Quebec and Saskatchewan explain the provincial price
differences; that is, Quebecor/Videotron offers mobile wireless service in the areas in
which it has fixed-line (ISP) infrastructure, and SaskTel is a Crown Company.



A simple observation of price differences is not proof of coordinated behavior because
it lacks theoretical support, and its findings omit that communications markets are
contestable (e.g., disciplined by smaller providers that can undercut excessive prices).



Economic theory disagrees with the Bureau’s reasoning because the Bureau fails to
establish the necessary conditions for coordinated behavior.



Prior studies and observable market outcomes also disagree with the Bureau’s findings
because they have found the Canadian mobile wireless market highly competitive and
its networks among the most advanced in the world.
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ES6.

The second of these reports is a paper by Dr. Peter Cramton sponsored by Shaw/Freedom
to support its position. Dr. Cramton’s paper adds no value to the present consultation, and
I recommend that ISED ignore it. The most obvious flaws are as follows:


The paper is a generic recycling of Dr. Cramton’s previous arguments that ignores the
competitive dynamics in Canada.



The paper does not present any serious cost-benefit analysis demonstrating a net benefit
to Canadian consumers from set-asides.



The paper misrepresents the popularity of set-asides abroad by failing to note that very
few 5G auctions opted for set-asides and that no auctions in the 3500 MHz band use
set-asides.



The paper sets out overly simplistic and economically unsound metrics to evaluate the
need for set-asides, its analysis is restricted to the combined subscriber and combined
revenue market shares of the three nationwide providers without an explanation of why
these metrics are indicative of the alleged lack of competition.

ES7.

Three facts emerge from my review of the submissions in this matter. First, there is no
evidence from the parties supporting set-asides that this supposed procompetitive measure
provides any consumer benefits. Second, the only study pointing to a competition problem
is simplistic, flawed, and ultimately incorrect. Third, the only expert paper supporting setasides offers a generic recycling of previous arguments with no new insights or support for
set-asides in the present setting. Based on these facts and my previous analyses, I
recommend that ISED not base its decision about procompetitive measures in the
upcoming 3500 MHz auction on these submissions. Rather, ISED must consider the
economic evidence—evidence that clearly counsels against the use of procompetitive
measures, particularly spectrum set-asides.
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I.

INTRODUCTION

1.

I am the same Christian M. Dippon who filed an expert report in this matter on August 2,
2019.1 Appendix A of my initial expert report sets forth my qualifications. In addition to
the work performed in forming the opinions expressed in my initial expert report and my
ongoing research of this topic, I have reviewed the comments of Shaw Communications
Inc., 2 Quebecor Media Inc., 3 Cogeco Communications, 4 Bragg Communications Inc., 5
British Columbia Broadband Association (BCBA),6 Rogers Communications Canada Inc.,7
and Bell Mobility Inc.8 I have also read the comments filed in this proceeding by various
other parties.

2.

I may revise and supplement my opinions herein upon further review and analysis of any
new data, materials, expert reports, and testimony.

1

See TELUS Communications Inc., Comments for Consultation on a Policy and Licensing Framework for
Spectrum in the 3500 MHz Band, SLPB-002-19, August 2, 2019 (hereinafter TELUS), Attachment 1 Expert Report
of Christian M. Dippon PhD, Re: Consultation on a Policy and Licensing Framework for Spectrum in the 3500 MHz
Band, SLPB-002-19, August 2, 2019 (hereinafter Dippon Report).
2
See Comments of Shaw Communications Inc., Consultation on a Policy and Licensing Framework for
Spectrum in the 3500 MHz Band, SLPB-002-19, August 2, 2019 (hereinafter Shaw/Freedom), Attachment 1 Expert
Report of Peter Cramton PhD, The Critical Importance of Pro-competition Measures in the Canadian 3500 MHz
Auction, August 2, 2019 (hereinafter Cramton Paper).
3
See Observations de Québecor Média inc., déposées en son nom et en celui de Vidéotron ltée, Consultation
sur un cadre politique et de délivrance de licences concernant le spectre de la bande de 3 500 MHz, Avis de la Gazette
du Canada SLPB-002-19, 2 août 2019 (hereinafter Quebecor/Videotron).
4
See Comments of Cogeco, Consultation on a Policy and Licensing Framework for Spectrum in the 3500
MHz Band, Gazette Notice SLPB-002-19, 2 August 2019 (hereinafter Cogeco).
5
See Comments of Bragg Communications Inc., Operating as Eastlink, Consultation on a Policy and
Licensing Framework for Spectrum in the 3500 MHz Band Canada Gazette, Part I, August 2, 2019 (hereinafter
Bragg/Eastlink).
6
See British Columbia Broadband Association, Re: Gazette Notice SLPB-002-19: Consultation on a Policy
and Licensing Framework for Spectrum in the 3500 MHz Band, August 2, 2019 (hereinafter BCBA).
7
See Comments of Rogers Communications Canada Inc., Consultation on a Policy and Licensing Framework
for Spectrum in the 3500 MHz Band, SLPB-002-19, August 2, 2019 (hereinafter Rogers).
8
See Comments of Bell Mobility Inc., Canada Gazette Notice No. SLPB-002-19, Consultation on a Policy
and Licensing Framework for Spectrum in the 3500 MHz Band, 2 August 2019 (hereinafter Bell).
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II.

PURPOSE OF THE REPORT

3.

This report was prepared at the request of TELUS Communications Inc. (TELUS) in
response to the comments filed on August 2, 2019, regarding Innovation, Science and
Economic Development Canada’s (ISED’s) Consultation on a Policy and Licensing
Framework for Spectrum in the 3500 MHz Band, SLPB-002-19.9 Specifically, TELUS
requested that I review and respond, where necessary, to comments addressing “procompetitive measures,” set-asides in particular. As described in my initial expert report,
the evidence in this matter does not support the inclusion of procompetitive measures in
the upcoming 3500 MHz auction.

4.

The relevant market is competitive, Canada is home to some of the most advanced
networks in the world, retail prices are below the international benchmark, 10 and
international best practices do not favor set-asides. In fact, in my initial expert report, I
found that “no international regulator uses set-asides in the way ISED proposes to use this
regulatory tool.”11 I recommended spectrum caps in lieu of set-asides if ISED decides to
implement procompetitive measures. My review of ISED’s proposed eligibility rules
concluded that these rules need improvement. Specifically, they should use a provincial
market share threshold of 10 percent (which ISED has used in the past and is currently
proposing). In addition, ISED must also prohibit set-aside bidders from bidding on the open

9

See Government of Canada, Consultation on a Policy and Licensing Framework for Spectrum in the 3500
MHz Band, SLPB-002-19, June 2019, https://www.ic.gc.ca/eic/site/smt-gst.nsf/eng/sf11439.html (hereinafter
Consultation).
10
See Appendix A for my international pricing study: Christian M. Dippon, Ph.D., “An Accurate Price
Comparison of Communications Services in Canada and Select Jurisdictions,” NERA Economic Consulting, October
19, 2018.
11
Dippon Report, ES2.
NERA Economic Consulting
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spectrum. My review of the extensive comments filed in this proceeding confirms and
supports my previous conclusions. Therefore, my recommendations stand.
5.

The structure of this report is as follows. Section III reintroduces the evaluation framework
for spectrum set-asides that I initially presented in ISED’s consultation on set-asides in the
600 MHz band and evaluates the comments of Shaw/Freedom, Quebecor/Videotron,
Cogeco, and Bragg/Eastlink against this framework. 12 This section also replies to the
Competition Bureau’s claim of coordinated behavior among the three nationwide service
providers—a study that several parties blindly rely upon in their quest to obtain set-aside
spectrum. Section IV addresses the paper authored by Dr. Peter Cramton on behalf of
Shaw/Freedom. I conclude in Section V.

6.

I refer to TELUS, Rogers, and Bell as nationwide providers. The remaining parties that
filed comments consist of regional providers, incumbent fixed-line and cable providers,
Wireless Internet Service Providers (WISPs), trade associations, local governments and
commissions, and other interested groups. I refer to them collectively as the Other
Respondents.

III.

THE OTHER RESPONDENTS’ SUBMISSIONS ARE INCOMPLETE AND
UNSUPPORTED

7.

This is not the first time that ISED has contemplated the use of set-asides in an upcoming
spectrum auction. Less than two years ago in its consultation on the technical, policy, and
licensing framework for spectrum in the 600 MHz band, ISED asked similar questions with

12

See Before Innovation, Science and Economic Development Canada, Spectrum Management and
Telecommunications, SLPB-005-17, August 2017, Expert Report of Christian M. Dippon, PhD on Behalf of TELUS
Communications Inc., October 2, 2017 (hereinafter Dippon 600 MHz Report).
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respect to procompetitive measures, set-asides, size of set-asides, eligibility rules, and
resale limitations. 13 As part of my expert report in ISED’s 600 MHz consultation, I
introduced an evaluation framework for the use of set-asides and similar procompetitive
measures. Figure 1 is a reproduction of the evaluation framework in that document. It
shows that sound public policy first examines whether there is a competition problem that
prevents regional providers (formerly labeled entrants) to expand nationally. If no such
hurdles exist (which is the present case), procompetitive measures are not required. Even
if such hurdles exist, regulators cannot simply implement procompetitive measures.
Rather, they must examine whether the market is competitive. If the market is competitive,
as it is in the present case, then no procompetitive measures are necessary because such
measures would not increase social welfare. Only if the market is not competitive should
the regulator contemplate procompetitive measures. In such instances, however, the
regulator must carefully weigh the pros and cons of the available measures and select the
measure that promises the least negative repercussions and the highest consumer benefits.
8.

Figure 1 establishes two important principles. First, set-asides or other procompetitive
measures only promise consumer benefits if the relevant market is not competitive. In a
competitive market, such measures are harmful or superfluous at best. Second, regulators
must use procompetitive measures carefully because these measures have negative
ramifications that could far outweigh any consumer benefits. Set-asides are particularly
harmful to consumers as evidenced by ISED’s historical experience with this measure.

13

See, Innovation, Science and Economic Development Canada, “Consultation on a Technical, Policy and
Licensing Framework for Spectrum in the 600 MHz Band,” SLPB-005-17, August 2017.
NERA Economic Consulting
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Figure 1. Evaluation of the ISED Set-Aside Proposal
Evaluating the set-aside proposal
Is there evidence that entrants cannot
expand nationally?
Extensive preferential treatment

No evidentiary support

No

Yes

Pro-competitive
not needed

Is the relevant
market competitive?

Evidence of competition; counter-claim outdated and unsupported

No evidentiary support

Yes

No

Pro-competitive
measures harmful

Are there consumer
costs to proposal?

Empirical evidence that set-aside proposal w ill increase prices and suppress quality of service

No evidentiary support

Yes

No

Are there more
consumer benefits
than costs?

Accept proposal

Set-asides do not resolve market pow er claim

No evidentiary support

No

Yes

Reject proposal

Accept proposal

Source: NERA.

9.

Thus, as in other jurisdictions, ISED must first establish the need for procompetitive
measures by examining the state of competition in the relevant market. If the market is
competitive, introducing procompetitive measures will offer no value to Canadian
consumers and likely will hurt them instead. Even if ISED were to conclude that there is a
competition problem (of which there is no evidence), it must carefully tailor the
procompetitive measures and employ a cost-benefit analysis to ensure that the resulting
policy offers a net benefit to Canadian consumers.

10.

My analytical framework is not novel but a reflection of international best practices. For
instance, as part of its public policymaking process, the U.S. Federal Communications
Commission (FCC) formed an Office of Economics and Analytics (OEA) tasked to
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examine the economic evidence and undertake the necessary cost-benefit analyses.
Specifically, as explained by the regulator:
OEA is responsible for expanding and deepening the use of economic
analysis into Commission policy making, for enhancing the development
and use of auctions, and for implementing consistent and effective agencywide data practices and policies. OEA achieves those goals by (a) providing
economic analysis, including cost-benefit analysis, for rulemakings,
transactions, adjudications, and other Commission actions; (b) managing
FCC auctions in support of an in coordination with FCC Bureaus and
Offices; (c) developing policies and strategies to help manage FCC data
resources and establishing best practices for date use throughout the FCC in
coordination with FCC Bureaus and Offices; and (d) conducting long-term
research on ways to improve the Commission’s policies and processes in
each of these areas.14
11.

FCC Chairman Ajit Pai created the OEA in part to address concerns that the regulator’s
policies were the result of a process where “a fair amount of the economics … was wrong,
unsupported, or irrelevant.”15

12.

The use of economic analysis, including cost-benefit analyses, is also critical in ISED’s
efforts to allocate the 3500 MHz spectrum most efficiently for the benefit of Canadian
consumers. Not surprisingly, no other parties challenged the proposed evaluation
framework for set-aside spectrum in the 600 MHz consultation. In fact, in their submissions
to ISED, the Other Respondents conducted no economic analyses, especially no costbenefit analyses. Rather, most, if not all, of the Other Respondents’ arguments are
unsupported and simply advocate the framework that maximizes their respective profits
with no regard to Canadian consumers. I urge ISED to ignore the comments prepared in

14

Federal Communications Commission, Economics and Analytics, https://www.fcc.gov/economics-and-

analytics.
15

Remarks of FCC Chairman Ajit Pai at the Hudson Institute, “The Importance of Economic Analysis at the
FCC,” Washington, D.C., April 5, 2017.
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Canada’s “economics-free zone.”16 Instead, ISED must, like the FCC, rely on the available
economic evidence and conduct the necessary cost-benefit analyses.

A.
13.

The Other Respondents Provide No Competition Analyses

A prerequisite to set-asides or any other regulatory tool is a showing of a competition
problem. Quite simply, if the Canadian mobile wireless market is competitive (which it is),
set-asides or any other regulatory intervention cannot be procompetitive. My initial expert
report includes an entire chapter that examines market data and third-party independent
competition analyses and concludes, “The relevant market is competitive. Canada is home
to some of the most advanced networks in the world and its retail prices are consistently
below the international benchmark. It does not require the preferential treatment of a select
group of bidders.”17 No submission has proven the opposite.

14.

Shaw/Freedom’s submission skips the prerequisite competition analysis altogether and
simply argues that consumers will somehow benefit from Shaw/Freedom receiving the
benefits of set-asides. Shaw/Freedom claims, “Facilities-based wireless competitors like
Shaw have been a disruptive force in the Canadian wireless market.”18 Other than anecdotal
evidence from its “Big Gig plans” and a plan with “10 GB for $75 with no overage
charges,”19 Shaw/Freedom offers no evidence of the benefits that Canadians purportedly
receive from Shaw/Freedom. Even if the nationwide providers responded to select

16

“Timothy J. Brennan … served as FCC chief economist under former Chairman Tom Wheeler in 2014. He
gained some unusual notoriety by characterizing the process for enacting the Open Internet Order (aka the Title II net
neutrality rules) as an ‘economics-free zone.’ Brennan later explained that this phrase was shorthand for a process
where ‘a fair amount of the economics was wrong, unsupported, or irrelevant.’” (Stuart N. Brotman, “Creating an
economics-sensitive zone at the FCC,” Brookings, May 25, 2017, https://www.brookings.edu/blog/techtank
/2017/05/25/creating-an-economics-sensitive-zone-at-the-fcc/.)
17
Dippon Report, ES. 2.
18
Shaw/Freedom, ¶ 25.
19
Ibid, ¶¶ 29, 30.
NERA Economic Consulting
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offerings by Shaw/Freedom (of which there is no evidence), this does not imply pervasive
consumer benefits because consumers consider factors other than the price of a plan, such
as network quality, when judging value. More important, it does not establish the need for
set-asides. Interestingly, not even the Competition Bureau seems to view Shaw/Freedom
as positively influencing consumer prices because the Bureau does not consider it a “strong
regional competitor.” 20 Equally meaningless is Shaw/Freedom’s claim, “[T]he Big 3
wireless incumbents continue to jointly dominate Canada’s wireless market.”21 As Section
V of my initial expert report explained, there is ample evidence that the three nationwide
providers compete fiercely. Thus, summing the market shares of the three largest providers,
as is done in a number of the filings reviewed, does not establish anything. Quite simply,
Canada would not be home to some of the most advanced networks in the world if the three
nationwide mobile wireless providers did not compete as fiercely as they do.
15.

Quebecor/Videotron also argues in the economics-free zone. It simply declares its support
for procompetitive measures, arguing without analysis or support that the risk of
foreclosure of regional providers by nationwide providers is “very high.”

22

Quebecor/Videotron also opines, “[E]xcluding [regional providers] from [the 3500 MHz]
band will seriously jeopardize the significant gains in competitiveness and consumer
benefits that have been (hard) gained in recent years.”23 Quebecor/Videotron blindly refers
to the ISED commissioned price comparisons from Wall Communications Inc. (Wall) and
NGL Nordicity Group Ltd. (Nordicity), reciting some of the these studies’ incorrect

20
Government of Canada, “Comments of the Competition Bureau on Telecom Notice of Consultation CRTC
2019-57,” May 15, 2019, https://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/04431.html.
21
Shaw/Freedom, ¶ 3.
22
Quebecor/Videotron, ¶ 2 (translated).
23
Ibid (translated).
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summary statistics. Quebecor/Videotron offers no analysis of its own and seems not to
have reviewed the Wall/Nordicity studies in detail, thus it is unaware of the evidence
demonstrating that these studies are unscientific and meaningless. I refer ISED to Appendix
B of my initial expert report for a copy of my detailed review of the Wall/Nordicity
studies.24
16.

Similarly, Cogeco glances over the prerequisite for procompetitive measures and simply
declares its support for “the combination of a set-aside and an in-band spectrum cap used
together as mentioned in paragraph 33 of the Consultation Document.” 25 Although
proclaiming to support its argument, Cogeco’s submission is void of any analysis or other
support demonstrating the need for procompetitive measures. Instead, Cogeco claims:
a. Insufficient spectrum is available for multiple bidders …;
b. Incumbents have a major competitive advantage in the auction …; and,
c. The presence of Inukshuk, Xplornet and other incumbent licensees limits
supply….26
Cogeco also claims, “NMNOs have a strong incentive to ensure other entities acquire less
spectrum than necessary to roll out a network that can compete effectively with them.”27
None of these arguments establishes a need for set-asides because they do not establish that
the market is not competitive. Rather, they simply list reasons why Cogeco would be better
off financially if ISED allows set-aside spectrum. There is no mention or evidence of how
Canadian consumers would benefit if Cogeco obtained spectrum at artificially low prices.

24

Appendix B of my initial expert report was filed as Attachment 2 of TELUS Communications Inc.,
Comments for Consultation on a Policy and Licensing Framework for Spectrum in the 3500 MHz band, SLPB-00219, August 2, 2019.
25
Cogeco, ¶ 13.
26
Ibid, ¶ 26.
27
Ibid, ¶ 27.
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17.

Bragg/Eastlink also offers no evidence of a competition problem. Rather, the regional
provider declares that it “fully supports ISED’s view that for competition to exist to the
benefit of Canadians, it must be facilities-based and sustainable competition.”

28

Bragg/Eastlink does not elaborate on why procompetitive measures are required to ensure
facilities-based entry and expansion and to generate sustainable competition. The market
evidence and several third-party independent analyses establish that the market is already
subject

to

sustainable

competition.

Interestingly,

Bragg/Eastlink

admits

that

procompetitive measures will not solve any competition problem but will help it to get
spectrum at a lower price. Bragg/Eastlink explains, “It is … important that the procompetitive measures be established to facilitate access to spectrum by service providers
other than the national incumbents.”29 Bragg/Eastlink sweepingly declares, “If a set-aside
is not established, the only successful bidders will be the national incumbents.”30 Again,
Bragg/Eastlink’s submission provides no evidence of a lack of competition. Notably,
however, sound public policy does not ensure that Bragg/Eastlink will win spectrum.
Rather, it ensures that the retail market offers Canadian consumers the benefits of a
competitive market (which market forces already do).
18.

The Other Respondents’ inability to demonstrate a competition problem is clear evidence
that there is no problem to solve. Combined with the market evidence and independent
analyses that show the market to be competitive, ISED must conclude that procompetitive
measures are not required. I also remind ISED of its finding, “[R]ecent spectrum

28

Bragg/Eastlink, ¶ 4.
Ibid, ¶ 6 (emphasis added).
30
Ibid.
29

NERA Economic Consulting
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assignments … have provided all current and potential wireless service providers with
multiple opportunities to access additional spectrum in the licence areas to meet their
spectrum needs.”31

B.
19.

The Other Respondents Offer No Cost-Benefit Analyses

Notwithstanding the fact that procompetitive measures are not required, this section
examines the Other Respondents’ cost-benefit considerations of implementing set-asides.
Procompetitive measures and particularly set-asides carry significant risks to consumers
and thus require a careful cost-benefit analysis to ensure that they do not do more harm
than good. As I detailed in my initial expert report, set-asides have already harmed
Canadian consumers. Set-asides:


create a double tax for nationwide providers because they decrease the supply of
spectrum and expose the bidders in the open auction to fake bidding from set-aside
eligible bidders;

20.



cause Canada to be home to the most expensive spectrum in the world;



prevent bidders from funding network buildouts by artificially raising costs;



cause significant delays in the deployment of spectrum; and



generate large financial windfalls for set-aside eligible winners.

These downsides are significant, and ISED cannot ignore them because they yield an
upward pressure on retail prices along with a reduction in innovation and network
investment. For example, I previously found, “[T]he design of the Canadian AWS auction
resulted in an overpayment of approximately CAN 2.4 billion by the auction participants,

31

Government of Canada, “Transfer of Spectrum Licences to Bell Canada and Xplornet Communications
Inc. from MTS Inc.,” Transfer Decision, February 15, 2017, ¶ 6.
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the incumbent wireless providers in particular.”32 This money will need to be recovered
from somewhere for market participants to remain viable. It would be naïve to believe that
this and similar overpayments created by set-asides will not negatively affect Canadian
consumers in the form of higher retail prices and/or delayed or reduced network
investments. A cost-benefit analysis ensures that the benefits from set-asides exceed the
repeated multibillion-dollar downsides of the measure.
21.

Furthermore, in my initial expert report I explained that the benefits from set-asides are
minimal at best. Set-asides promise no benefits to Canadian consumers.


By ISED’s own account, prior spectrum auctions “have provided all current and
potential wireless service providers with multiple opportunities to access additional
spectrum in the license areas to meet their spectrum needs.”33



Regional providers have never intended to serve all Canadians, especially those living
in rural communities where the business case might be less favorable.



Regional providers tend not to overlap in service areas, thereby enabling them to
purchase set-aside spectrum at or near reserve prices.

22.

In short, there is ample evidence of the negative consumer repercussions from set-asides
but no evidence that regional providers pass on to consumers any of the financial gains
from the set-aside provision. Not surprisingly, a review of the Other Respondents’
submissions finds little to no mention of the consumer risks associated with set-asides and
only non-binding and high-level promises as to how a discount on the 3500 MHz licenses
for regional providers might benefit Canadian consumers. This creates a situation where

32

“Regulatory Policy Goals and Spectrum Auction Design, Lessons from the Canadian AWS Auction, A
Statement by Christian Michael Dippon,” July 14, 2009, p. 43.
33
Government of Canada, “Transfer of Spectrum Licences to Bell Canada and Xplornet Communications
Inc. from MTS Inc.,” Transfer Decision, February 15, 2017, ¶ 6.
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there is clear and concise market evidence of the costs of set-asides and little to no prospect
of any consumer benefits.
23.

Shaw/Freedom makes no mention of any risks to consumers from set-asides, ignoring the
rich evidence demonstrating that set-asides have perverse side effects. Shaw/Freedom not
only ignores the consumer risks from set-asides but also offers no concrete plan on how
such an auction design measure would benefit Canadians. Rather, Shaw/Freedom presents
a few examples of how it is allegedly disrupting the mobile wireless market in Canada and
offers some numbers as to how much it invests in mobile wireless infrastructure. This,
however, is far from sufficient to establish any consumer benefits. Critically, Shaw
Communications Inc., a multibillion-dollar company, provides no evidence for why it
requires set-asides to provide these alleged consumer benefits.

24.

Quebecor/Videotron also offers a dubious consumer value proposition. It ignores all
consumer risks from set-asides and touts only a few high level and unsubstantiated benefits.
The provider refers to “significant gains in competitiveness and consumer benefits” but
offers no further insight or evidence.34 Quebecor/Videotron restates a few statistics from
the (deeply flawed) Wall/Nordicity studies with no mention of how it supposedly
contributed to these results or how set-asides contributed to them. The only providerspecific reference is to a JD Power report that ranked Videotron “number one in eastern
Canada for the overall quality of its network in four of the last five years.”35 These highlevel allusions to consumer benefits pale relative to the facts that show multibillion-dollar
costs generated by extending preferential treatment to regional providers.

34
35

Quebecor/Videotron, ¶ 2 (translated).
Ibid, ¶ 18 (translated).
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25.

Cogeco also remains silent as to how world-record high spectrum prices in Canada are
affecting Canadian consumers. In terms of consumer benefits, Cogeco offers no analysis
that demonstrates benefits, let alone net benefits to Canadians. Rather, it resorts to highlevel and economically incorrect arguments claiming, “The competitive measures will be
helpful to prevent large operators from monopolizing the band.” 36 Cogeco erroneously
suggests small and regional providers are beneficial by claiming:
The NMNOs have a poor record of ensuring the deployment and timely
availability of services across the country, especially in rural areas, and
without a variety of small, regional and large operators using this band, the
sustained competition that would allow consumers and business to benefit
from greater choice and that would foster rapid deployment of 5G services
is unlikely to emerge.37
Once again, Cogeco offers no evidence to support its allegation and does not bother to
explain why it requires set-asides to remedy the alleged (and incorrect) characterization of
the market. Cogeco further claims:
Cogeco strongly supported and continues to support the development of a
regulatory framework whose objectives are both to encourage investment
in facilities and to promote competition among facilities-based carriers so
that Canadian consumers can benefit from greater choice, lower prices, and
high-quality communications services.38
Cogeco provides no evidence to demonstrate that current market conditions do not allow
consumers to obtain these benefits. It also does not demonstrate why set-asides would make
it possible and why it and others continue to require set-aside spectrum despite having
enjoyed such benefits in the past and despite the fact that all regional carriers have costbased and risk-free access to the domestic wholesale roaming market.

36

Cogeco, ¶ 22 (emphasis added). I note that the term “monopoly” implies one provider and thus several
providers cannot “monopolize the band.”
37
Ibid, ¶ 27.
38
Ibid, ¶ 3.
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26.

Bragg/Eastlink also ignores the downside of set-asides and resorts to high-level arguments
of why imposing set-asides should be in the interest of Canadian consumers, not
Bragg/Eastlink. In fact, consumers are mentioned exactly twice in Bragg/Eastlink’s
submission. Interestingly, Bragg/Eastlink admits that Canada’s per-use prices are steadily
declining, “[T]he most advanced networks in the world [are] being widely deployed” in
Canada and “increasingly consumer-friendly policies and programs [are] launching each
year.”39 However, Bragg/Eastlink claims that these developments are “driven largely by
the competition from regional service providers.”40 This claim is not only unsupported, it
is incorrect. Regional providers cannot be credited with the deployment of one of the most
advanced networks in the world when they have been active in only a limited portion of
the country. Considering the vast evidence of competition discussed in Section V of my
initial expert report, the far more plausible explanation is that these market characteristics
are the result of competition among the nationwide providers.

27.

Thus, the evidence presented by the Other Respondents is incomplete because they fail to
establish a need for set-asides through a showing of a competition problem and present no
cost-benefit analysis that would give ISED any assurance that Canadians would enjoy a
net benefit. The submissions are also unsupported. Rather, they are self-serving because
set-asides for eligible bidders offer a massive financial windfall. As I explained in my
initial expert report, the rate of returns realized by some of the regional providers that
support the use of set-asides in this auction far outstrip the returns in traditional financial
markets.41

39

Bragg/Eastlink, ¶ 7.
Ibid.
41
Dippon Report, ¶ 81.
40
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C.
28.

The Bureau’s Claim of Coordinated Behavior Is False

Shaw/Freedom and the BCBA justify their support of procompetitive measures based on
the Competition Bureau’s alleged finding that Rogers, Bell, and TELUS coordinate their
retail prices and that a “strong regional competitor” is needed to disrupt this anticompetitive
conduct. For instance, Shaw/Freedom claims, “It is generally accepted that competition is
more vibrant and prices for mobile services are lower where there is an alternative, strong
facilities-based provider to challenge the wireless incumbents.”42 In addition, the BCBA
refers to the observations of ISED, “[T]he Competition Bureau concluded that the lower
prices are caused by the presence of a strong regional competitor.”43 Bell also discusses the
Competition Bureau’s strong regional provider effect claim, referencing a report by
Charles River Associates critiquing its reliance on prices in the presence of large
differences in the quality of service.44

29.

However, other than Bell, none of these parties seems to have examined the Bureau’s report
or independently determined whether it was economically sound and relevant to the present
proceeding. In a separate report, I conducted an independent review of the Bureau’s price
comparison study (see Appendix B). My review discovered a series of limitations in the
Bureau’s study including (a) provincial price differences are not persistent or constant, (b)
the Bureau did not consider prepaid plans, and (c) diverse pricing strategies are the result
of different demand and supply conditions (e.g., SaskTel with about a 62 percent share of
subscribers operates as a Crown Corporation). All of these limitations render the Bureau’s

42

Shaw/Freedom, ¶ 24. Shaw/Freedom cites to the Competition Bureau and the Nordicity 2016 Price
Comparison Study.
43
BCBA, ¶ 12.
44
Bell, ¶ 4.
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assertion of coordinated behavior and its ensuing theory that a “strong reginal competitor”
is necessary to ensure competitive prices false.
30.

I urge ISED not to base its policy decisions on the wishful thinking of those that benefit
from it or on economically incorrect studies. Rather, carefully executed economic analyses
based on the facts of the matter should drive sound public policy. These analyses are
available from several sources and show that there is no need for set-asides. However, if
ISED decides once again to implement them, they will harm and most certainly not benefit
Canadian consumers.

IV.

THE CRAMTON PAPER IS OF NO VALUE IN THIS PROCEEDING

31.

Shaw/Freedom’s Attachment 1 is a paper by Dr. Peter Cramton who was retained “to
comment on pro-competitive measures in the upcoming 3500 MHz spectrum auction to be
undertaken in Canada by the Ministry of Innovation, Science, and Economic Development
(ISED).”45 Dr. Cramton commences with his perception of the economic rationale for setasides, and then he attempts to assess the Canadian marketplace for the suitability of setasides, discusses Canada’s experience with set-asides, and concludes, “A set-aside remains
essential” and “achieves ISED goals for the benefit of Canadians.”46

32.

My review of Dr. Cramton’s paper finds numerous questionable and unsupported
assumptions. However, its principal flaw is a complete disregard and mischaracterization
of the competitive landscape in Canada. Dr. Cramton’s paper is a generic recycling of his
previous arguments that mischaracterize the use of set-asides in auctions abroad; it entirely
disregards the competitive dynamics in Canada and presents no serious cost-benefit
45
46

Cramton Paper, p. 1.
Ibid, p. 10.
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analysis demonstrating a net benefit to Canadian consumers from set-asides. As such, Dr.
Cramton’s paper adds no value to the present consultation, and I recommend that ISED
ignore it.

A.
33.

Dr. Cramton’s Paper Is a Generic Recycling of Past Arguments

Dr. Cramton’s paper in the present consultation is almost a verbatim recycle of his 2017
paper filed in ISED’s 600 MHz consultation.47 Other than a few word changes and some
additional paragraphs, Dr. Cramton’s papers in the 3500 MHz and the 600 MHz
consultations are identical. More important, Dr. Cramton’s proclaimed reasoning of why
set-asides are appropriate in the upcoming 3500 MHz auction is identical to that which he
proffered in the 600 MHz auction. In fact, Dr. Cramton expressed the same view in 2013
when he was asked by T-Mobile USA “to comment on spectrum auction aggregation
limits.”48

34.

Whether asked in the United States or Canada or about assigning 600 or 3500 MHz
spectrum, Dr. Cramton’s response is always the same. He generically argues:
Well-crafted set-asides can increase competition both in the market for
mobile broadband services and in the spectrum auctions in which they are
applied.
Regulators commonly use set-asides to encourage competition (Cramton et
al. 2011).

47

See Comments of Shaw Communications Inc., Consultation on a Technical, Policy and Licensing
Framework for Spectrum in the 600 MHz Band, SLPB-005-17, October 2, 2017, Attachment 1 Peter Cramton, The
Critical Importance of the Set-aside in the Canadian 600 MHz Auction, October 2, 2017 (hereinafter Cramton 600
MHz Paper).
48
Peter Cramton, “The Rationale for Spectrum Limits and Their Impact on Auction Outcomes,” September
2013, p. 1.

NERA Economic Consulting

Page 25 of 39

Before Innovation, Science and Economic Development Canada
Consultation on a Policy and Licensing Framework for Spectrum in the 3500 MHz Band

The market structure for mobile services in Canada is highly concentrated,
with Rogers, Bell, and Telus commanding a 90% subscriber market share
and a 92% revenue market share (CRTC 2018).49
The first two of his arguments are incorrect and not only to just Canada—they are used by
everyone everywhere supporting set-asides—and, as to the third, most mobile wireless
markets in the OECD world have three nationwide mobile wireless service providers,
therefore it is not surprising that Dr. Cramton always arrives at the same conclusion. Under
the highly simplified evaluation framework proposed by Dr. Cramton, he would likely
recommend that any auction in any OECD country should contain set-asides. Yet, as I
described in my initial expert report in Section VI, this is not the case.
35.

Dr. Cramton’s incorrect static view of Canada’s need for spectrum set-asides also implies
that nothing has changed since October 2017 when he issued his recommendation in the
600 MHz consultation. In Dr. Cramton’s world, Canada’s mobile wireless market
apparently has not changed in the last two years. Of course, this is wrong because Dr.
Cramton misses several important market developments. For instance, in 2018, the CRTC
opened a wholesale market for domestic wholesale roaming that provides regional
providers cost-based and risk-free access to the nationwide providers’ networks. The
CRTC stated:
The Commission’s determinations will further enable sustainable facilitiesbased 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.50

49

Cramton Paper, pp. 1-2.
Canadian Radio-television and Telecommunications Commission, Telecom Order CRTC 2018-99,
Wholesale
mobile
wireless
roaming
service
tariffs
–
Final
rates,
March
22,
2018,
https://crtc.gc.ca/eng/archive/2018/2018-99.pdf
50
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However, the increased competition anticipated by the CRTC did not factor into Dr.
Cramton’s analysis.
36.

Dr. Cramton also ignores that prices have been declining and that regional providers have
been growing and in some instances have a large regional market share. In fact, in his 600
MHz paper, Dr. Cramton stated that set-asides would “make the downstream market for
mobile broadband more competitive.”51 Dr. Cramton also promised, “The set-aside will
expand the coverage and increase the capacity of facilities-based providers beyond those
of Rogers, Bell and Telus.” 52 If this were true, it is puzzling why Dr. Cramton is still
insisting on set-asides two years later. Either Dr. Cramton anticipates that his predications
were wrong (the 600 MHz auction only concluded earlier this year) and set-asides will not
have the desired effect, or Dr. Cramton failed to factor the alleged forthcoming competition
gains into his recommendation in the 3500 MHz consultation. Either way, Dr. Cramton’s
static view in a highly dynamic market renders his paper meaningless.

B.
37.

Dr. Cramton Mischaracterizes the Popularity of Set-Asides

Dr. Cramton repeatedly claims (albeit incorrectly) that set-asides are a common attribute
to international spectrum auction designs. Dr. Cramton alleges, “Regulators commonly use
set-asides to encourage competition” (citing to a 2011 report he coauthored).53 Pointing to
literature from 1996, 2009, and 2013, Dr. Cramton also alleges, “There are many instances
where the set-asides have been effective at increasing competition in the market for mobile

51

Cramton 600 MHz Paper, p. 2.
Ibid.
53
Ibid, p. 1.
52
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services and in the auction.”54 Dr. Cramton’s alleged proof of the popularity of set-asides
is incorrect and outdated at best.
38.

First, of the 64 5G auctions held or being held, 40 relied or will rely on market forces, 20
employed or will employ spectrum caps, and only four used or will use set-asides to
generate market entry, as noted in my initial expert report.55 No international regulator uses
set-asides in the way ISED proposes to use this regulatory tool. The 3500 MHz band is for
5G services; however, Dr. Cramton considered no 5G auctions and relied on outdated
economic literature dating back to 1996.

39.

Second, Dr. Cramton misrepresents the popularity of set-asides in 4G auctions. Reviewing
the Cave and Webb study cited by Dr. Cramton reveals that the authors reviewed 15
European 4G auctions.56 Of those only one auction (Netherlands) was categorized as having
used set-asides. All other auctions had spectrum caps and no set-asides.57 In fact, Cave and
Webb concluded, “Almost all European countries have implemented some form of
spectrum-aggregation limit. In a few countries provision was made for new entrants, but
this was relatively rare.” 58 In addition, the 2011 article cited and coauthored by Dr.
Cramton only presents two set-aside examples—the 4G auction in the Netherlands and the
3G auction in the United Kingdom.59

40.

Thus, a closer review of Dr. Cramton’s proclaimed popularity of set-asides reveals the
exact opposite. Four of the 64 5G auctions have used or will use set-asides (none of these

54

Ibid.
Dippon Report, ¶ 60.
56
Cramton Paper, p. 1.
57
See Martin Cave and William Webb, “Spectrum Limits and Auction Revenue: the European Experience,”
attached to Ex Parte Presentation of Sprint Corporation, GN Docket No. 12-268 & WT Docket No. 12-269, July 29,
2013, Table 2 (hereinafter Cave and Webb).
58
Ibid, p. 10 (emphasis added).
59
Cramton Paper, p. 1.
55
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auctions were/are for 3500 MHz spectrum); one 4G European auction used set-asides, and
Dr. Cramton lists one 3G European auction as having used set-asides.

C.
41.

Dr. Cramton Performs No Canadian or Band Specific Analysis

Dr. Cramton describes his assignment as specific to Canada and the 3500 MHz auction.
Yet, Dr. Cramton skips the most important parts of his analysis because he fails to present
any serious evidence that the Canadian market is not competitive or that Canadians stand
to benefit from set-asides. His entire argument is highly superficial and does not address
Canada or the 3500 MHz band.

42.

First, Dr. Cramton’s paper is silent about Canadian market conditions. In discussing the
rationale for set-asides, Dr. Cramton makes no reference to Canadian conditions but simply
declares:
The circumstance of the Canadian 3500 MHz spectrum auction certainly is
one where the market is highly concentrated. Foreclosure of competition is
a real risk absent a significant set-aside. The foreclosure risk is especially
great given the large investment requirements of 5G and the critical role of
3500 MHz spectrum for timely 5G buildout.60
Dr. Cramton performs no analysis to arrive at these conclusions. He leaves the reader
guessing as to what circumstances he is referring to, what thresholds he considered, how
he arrived at the “real risk” assessment, and why he believes that set-asides will ensure a
timely 5G buildout.

43.

Second, in allegedly evaluating the need for set-asides in the Canadian 3500 MHz auction,
Dr. Cramton merely considers two metrics: (1) the combined subscriber market share of
Rogers, Bell, and TELUS and (2) the combined revenue market share of the same

60

Ibid, p. 4.
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providers. Dr. Cramton does not explain why combined market shares are indicative of
competition or why he elected not to look further before concluding, “The market is highly
concentrated,” thus making set-asides desirable. 61 Summing market shares is not an
accurate analysis of competition, and it does not establish the need for set-asides in Canada,
let alone in the 3500 MHz band. The suitability of set-asides is much more complex than a
simple review of concentration. It calls for a careful cost-benefit analysis, much as the one
I performed in my initial expert report. In fact, Dr. Cramton agrees that the cost and benefit
“needs to be determined before using these tools.”62
44.

Third, Dr. Cramton’s section “Experience with set-asides” is equally void of any Canadian
or band-specific analyses.63 Other than a few sentences on set-asides in Canada’s AWS-1
and 600 MHz auctions, Dr. Cramton does not review the efficacy of set-asides in Canada’s
spectrum auctions. More important, Dr. Cramton ignores the fact that the set-asides in the
AWS-1 auction caused overpayments of some CAD 2.4 billion. Furthermore, Dr. Cramton
also ignores that the auction led to inefficient market entry (e.g., Mobilicity and Public
Mobile) and that the winning bidders did not use much of the set-aside spectrum because
they sold it in the secondary market earning large profit margins. Dr. Cramton also claims
that set-asides have “resulted in reinvigorated challengers,” leaving the reader guessing
why he considers the entrants “reinvigorated challengers” and why he believes that more
reinvigoration is needed.64

61

Ibid.
Peter Cramton, Evan Kwerel, Gregory Rosston, and Andrzej Skrzypacz, “Using Spectrum Auctions to
Enhance Competition in Wireless Services,” Journal of Law and Economics 54, no. 4 (November 2011): S180.
63
Cramton Paper, p. 7.
64
Ibid, p. 8.
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45.

Finally, Dr. Cramton’s discussion on why “A set-aside remains essential” is a generic
discussion of the importance of 5G spectrum.65 Nothing in that section establishes why
Canada needs set-asides in the 3500 MHz band.

46.

Therefore, a careful review of Dr. Cramton’s paper reveals that other than summarizing
two market share metrics, he did not fulfill his assignment because he did not examine
Canadian market conditions or the circumstances surrounding the 3500 MHz band that
might warrant the use of set-asides. Rather, Dr. Cramton’s paper is a high-level, inaccurate
discussion that proffers a wrong conclusion.

A.
47.

Dr. Cramton Ignores the Competitive Conditions in Canada

Given Dr. Cramton’s generic argumentation, it is not surprising that it is inconsistent with
the competitive conditions in Canada. This provides further reason to ignore Dr. Cramton’s
paper. First, Dr. Cramton uses two combined market share metrics to declare the market
highly concentrated, making set-asides desirable. In addition to failing to substantiate the
relevancy of combined market shares, Dr. Cramton’s argumentation implies that the market
is national. This is inconsistent with the findings of the Competition Bureau that has
repeatedly stated that any assessment of competition must be at the provincial not national
level.66 As illustrated in Table 1, if Dr. Cramton had analyzed the market at the provincial

65

Ibid, p. 10.
Comments of the Competition Bureau, Review of Mobile Wireless Services, Telecom Notice of
Consultation CRTC 2019-57, May 15, 2019, ¶¶ 12, 15–16. Similarly, the Bureau claims, “The results of [the BellMTS] analysis showed that mobile wireless pricing in Saskatchewan, Thunder Bay, Quebec and Manitoba is
substantially lower than in the rest of Canada. These are all areas that have a strong regional competitor.” (Competition
Bureau Canada, Competition Bureau statement regarding Bell’s acquisition of MTS, February 15, 2017, p. 1.)
66
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level, he would have realized that regional providers often have a sizable market share in
the province they serve.67
Table 1: Mobile Wireless Subscriber Shares by Operating Territory
2017
Approximate
Share
Eastlink
Freedom
SaskTel
Videotron

Atlantic Provinces
Ontario, Alberta, British Columbia
Saskatchewan
Quebec

5.5%
5.8%
61.8%
16.1%

Note: Atlantic Provinces consist of Newfoundland, Labrador, Prince Edward Island, Nova
Scotia, and New Brunswick.
Sources: Eastlink subscribers from TeleGeography; Freedom from Shaw Annual Reports.

This consideration completely reverses Dr. Cramton’s argument.
48.

Second, Shaw/Freedom, Quebecor/Videotron, and Bragg/Eastlink are all growing
significantly faster than the national rate of mobile wireless subscriber growth, which
averaged 2.8 percent between 2013 and 2017. 68 Shaw/Freedom’s mobile wireless
subscribers grew 10 percent between fiscal 2016 and 2017 and another 22 percent between
fiscal 2017 and 2018. 69 In the last nine months, Shaw/Freedom’s mobile wireless
subscribers grew by another 12.5 percent. 70 Quebecor/Videotron’s mobile wireless
subscribers grew 12.7 percent, and Bragg/Eastlink’s mobile wireless subscribers grew by

67

The CRTC reports mobile subscriber shares by province for Bell, Rogers, and TELUS as well as for
“Others.” “Others” includes SaskTel, Videotron, and Tbaytel but omits Shaw/Freedom and Bragg/Eastlink. The total
reported for “Others” in Saskatchewan and Quebec is used as estimates for SaskTel and Videotron, respectively. For
Bragg/Eastlink and Shaw/Freedom, estimated average shares for their respective regions are shown. The
Bragg/Eastlink and Shaw/Freedom shares are estimated based on the reported provincial mobile penetration per
population, provincial population, and reported company total subscribers.
68
See CRTC, Communications Monitoring Report, Retail Mobile Sector, Open Data, 2018, Table 6.4.
69
See Shaw Communications Inc., 2017 Annual Report, p. 7; see also Shaw Communications Inc., 2018
Annual Report, p. 9. Shaw’s fiscal year runs through August.
70
See Shaw Communications Inc., 2018 Annual Report, p. 9; see also News Release, “Shaw Announces
Third Quarter and Year-To-Date Fiscal 2019 Results,” June 27, 2019, p. 12.
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11.9 percent between 2017 and 2018.71 In the first quarter of 2019, Quebecor/Videotron
reported that its share of gross subscriber additions was approximately 30 percent.72 Based
on these growth rates and in combination with its recently launched flanker brand Fizz, a
Quebecor/Videotron executive stated:
So I really think that it demonstrates that the potential is very high for us,
and we can certainly even though in the past we were saying that 25% is
achievable overall without launching Fizz, now that we’ve launched Fizz, I
think that we can definitely get higher than 25%.73
Thus, growth rates and the statements made by the regional providers directly contradict
Dr. Cramton’s conclusions that regional providers require set-asides to thrive.
49.

Third, Dr. Cramton incorrectly proclaims, “[T]he competition problem is more severe in
Canada [than in the United States], since the dominant incumbents command an even more
dominant position in Canada … in terms of … spectrum holdings.”74 Again, Dr. Cramton
fails to examine the regional level, which is where the geographies are that the regional
providers eligible for the proposed set-asides would bid. As shown in Table 1 of my initial
expert report, regional providers have significant spectrum holdings in virtually all
provinces or Tier 2 areas, directly contradicting Dr. Cramton’s assessment of the Canadian
market.75

50.

Fourth, under Dr. Cramton’s theory, the risk of foreclosure by the nationwide providers is
so big that regional providers would not be able to gain any spectrum were it not for set-

71
See CWTA (Canadian Wireless Telecommunications Association), Number of Subscribers; see also
TeleGeography.
72
See Quebecor Earnings Call Q1 2019.
73
Ibid.
74
Cramton Paper, p. 5.
75
See Dippon Report, ¶ 48.
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asides. The Canadian auctions that did not have set-asides contradict this theory. Regional
providers are able to acquire spectrum even in auctions with no set-asides.

B.
51.

Dr. Cramton Presents No Credible Evidence of Net Consumer Benefits

Dr. Cramton’s argumentation also fails to consider the consumer harm that set-asides have
caused in Canada. Hence, Dr. Cramton cannot opine on whether set-asides present a net
benefit to Canadian consumers. First, Dr. Cramton cites to the economic literature as
having found Canada “another clear case where the set-aside for new entrants increased
auction revenues.”76 It is unclear why this is a good outcome because the mobile wireless
providers must recover part or all of the additional costs that generated the “increased
auction revenues.” Whereas the auction proceeds go the Canadian government, providers
must recover the associated spectrum costs directly from Canadian consumers. Mobile
wireless providers can do so by increasing prices in rural areas where demand elasticity
might be lower than in other areas, decreasing their network investments, or a combination
of these and similar strategies. Either way, high auction revenues do not translate into
consumer benefits. In fact, many governments are under direct mandate not to maximize
auction revenues but to ensure the most efficient use of the scarce resource.77

52.

Second and related, as I showed in Figure 5 of my initial expert report, set-asides have
caused Canadian spectrum prices to be among the highest in the world. Dr. Cramton, again,

76

Cramton Paper, p. 8.
The European Union’s objectives include, “Applying for the least onerous, transparent and nondiscriminatory authorisation system, Maximising flexibility and efficiency in spectrum use … Fostering competition
and innovation in a technology and service neutral approach … Fostering collective and shared use of spectrum.” (LS
telcom AG, Valdani Vicari & Associati, and PolicyTracker, “Study on Spectrum Assignment in the European Union,
Final Report,” A study prepared for the European Commission DG Communications Networks, Content &
Technology, 2017, p. 22.)
77
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does not consider this factual evidence and thus misses the fact that set-asides have diverted
capital from the nationwide providers’ expansion of rural coverage, as explained by Rogers
in its submission.78
53.

Third, as I explained in my initial expert report, set-asides have caused valuable spectrum
to remain unused. Rather, eligible bidders acquire the set-aside spectrum for speculative
purposes; they hold it until the resale moratorium expires and then sell it in the secondary
market for massive profits. This tactic has a social cost. As Drs. Hazlett and Munoz found,
it is important not to omit the “social discount rate” if the auction process introduces an
extended delay in the productive use of this spectrum.79 Hazlett and Munoz make clear,
“[T]he salient fact for welfare analysis of spectrum allocation policy is that any rule
favoring less efficient providers entails expected costs. These costs are properly included
in the welfare analysis.”80 Dr. Cramton omits any mention of the cost of the delays in
spectrum use.

54.

Fourth, Dr. Cramton’s claim that “there is no evidence that the set-aside [in the 600 MHz
auction] undermined auction competitiveness” is misleading at best. In fact, Bell did not
win any spectrum and almost all the set-aside spectrum sold at or near the reserve prices.81
Dr. Cramton dismisses Bell’s failure to secure spectrum by mentioning that Bell’s “bids
were not competitive.”82 However, as explained by Rogers, Bell’s inability to gain 600

78

See Rogers, ¶ 12.
Thomas W. Hazlett and Roberto E. Munoz, “A welfare analysis of spectrum allocation policies,” RAND
Journal of Economics 40, no. 3 (Autumn 2009): 425.
80
Ibid, p. 437 (footnote omitted).
81
Cramton Paper, pp. 9–10.
82
Ibid, p. 9.
79
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MHz spectrum was a direct consequence of the set-asides because Bell submitted “bids
exceeding $1.25B in the clock and supplementary rounds.”83
55.

Shaw/Freedom claims that Dr. Cramton’s paper corroborates that “the incumbents are
economically incented and able to maintain their dominance of the market, and therefore
have used, and will continue to use, whatever measures are available to them to foreclose
access by new competitors.”84 Dr. Cramton most certainly did not prove this. In fact, Dr.
Cramton did not undertake any study—be it economic or anything else—that would have
proven this point. In fact, all he did was recycle old and generic arguments that he has been
making for years. I recommend that ISED ignore Dr. Cramton’s findings.

V.

CONCLUSIONS

56.

My initial expert report concluded that ISED must refrain from using set-asides in the
upcoming 3500 MHz auction and instead rely on market forces. I recommended that if
ISED decided to use procompetitive measures, a spectrum cap was economically superior
and in line with international best practices. If ISED were to use set-asides, it must revise
its eligibility rules and base them on provincial market shares. After carefully considering
the submissions of the regional providers along with my review of Dr. Cramton’s paper, it
remains my expert opinion that my original recommendation is a sustainable way forward
to ensure that the allocation of spectrum benefits Canadian consumers.

57.

The Other Respondents have not provided any evidence that set-asides are necessary to
enhance competition or that they would provide net benefits to consumers. Similarly, Dr.
Cramton presents a highly superficial and generic argumentation that not only does not
83
84

Rogers, ¶ 56.
Shaw/Freedom, ¶ 14.
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establish a need for set-asides but also is inconsistent with market conditions and ignores
all negative consumer ramifications. The arguments of these parties must not influence
ISED’s decision. Rather, to ensure maximum consumer welfare, ISED must consider the
economic evidence—evidence that clearly counsels against the use of spectrum set-asides.
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Executive Summary
Since 2008, Innovation, Science and Economic Development (ISED) and the Canadian
Radio-television and Telecommunications Commission (CRTC) have hired a consulting
firm to conduct an annual international retail price comparison (the Study) for five
communications service baskets. Year after year, the results of the Study show that
Canadian prices are among the highest in the industrialized world. However, this
finding is false because of the poorly designed and executed methodology used to
conduct the Study. A properly designed and executed methodology finds that prices for
communications services in Canada are cheaper than the prices foreign providers would
charge for the same plans.

Specifically, ISED seeks a comparison of international
prices for (1) fixed telephony, (2) fixed broadband Internet,
(3) mobile wireless telephony, (4) mobile wireless Internet,
and (5) bundled services. Previously, ISED and the CRTC
commissioned two consultancies, Wall Communications
Inc. (Wall) (2008–2015) and NGL Nordicity Group Ltd.
(Nordicity) (2016–2017), to execute the Study. In February
2018, ISED issued a request for proposal for the 2018
Study, which contained essentially the same specifications
as the previous Wall/Nordicity Studies. ISED subsequently
retained Wall to conduct the 2018 edition of the Study.
For each communications service basket, ISED requests a
comparison of retail prices charged by select providers in
six Canadian cities to prices charged by select providers in
four U.S. cities and one city in each of the five remaining
G7 countries and Australia. Other than in the United
States, the select providers in these benchmark countries
are all nationwide providers. In Canada, the provider list
consists of national providers, providers in the market
owned by existing providers (i.e., second-tier wireless
or flanker brands), regional providers (including those
providers that entered in 2008), and mobile virtual
network operators (MVNOs).

In designing and executing the Study, Wall/Nordicity
invented hypothetical demand profiles (so-called Levels)
that the consultancies used to compare international
prices to Canadian prices. For instance, Wall/Nordicity
attempts to compare the price paid in each Study country
by a hypothetical subscriber who consumes 150 minutes
of mobile wireless service per month and nothing more.
Wall/Nordicity refers to this as a Level 1 subscriber.
However, because providers in Canada and abroad design
their retail plans to meet the needs of their subscribers,
they typically do not have plans that conform to the Wall/
Nordicity artificial Levels.
Wall/Nordicity ignores this fundamental problem and
simply compares the prices of the cheapest plan that
meets or exceeds a given Nordicity/Wall Level. However,
this results in a price comparison of drastically different
plans, thus producing meaningless results that do not
answer ISED’s questions or provide a solid foundation for
sound policymaking.
Each Wall/Nordicity Study includes between three and six
Levels for each service basket. For instance, Wall/Nordicity
established up to six Levels for the mobile wireless
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telephony basket. Level 1 represents a low-volume usage
subscriber, whereas Level 6 is an ultra-high-volume
subscriber. Wall/Nordicity then compares the average
price of all selected plans for a given Level in Canada to
the average price of the same Level in seven benchmark
countries irrespective of the significant differences
between the plans. Thus, Wall/Nordicity averages the
prices of different plans on different networks in Canada
and then compares these averages to the average prices of
even more different plans and different networks in other
countries, ignoring that each country has entirely different
cost structures.
There is no reason to believe that this repeated apples-tooranges comparison produces meaningful results. Rather,
prices depend on the amount of services purchased (e.g.,
voice minutes, SMS, data), the service quality (e.g., upload
and download speeds), and various characteristics of the
country where the network is located.

ii

Consider for instance Wall/Nordicity’s Level 3 in the mobile
wireless telephony basket that consists of a hypothetical
subscriber who consumes 1,200 voice minutes, 300 SMSs,
and 1 GB of data each month. The cheapest plan offered
by Bell Mobility in Regina that meets Level 3 is CAD 56.04
and includes unlimited voice, unlimited SMS, and 3 GBs of
data. The cheapest Level 3 plan offered by Sprint in Boston
is CAD 50.40 and includes unlimited voice, unlimited
SMS, and 2 GBs of data. Despite the richer plan offered in
Canada in this example (the Bell Mobility plan offers 1 GB
more data than the Sprint plan), Wall/Nordicity compares
these plans as if they were identical and concludes that
Canada is more expensive than the United States. This
comparison overlooks the fact that the Canadian plan
offers an additional 1 GB of data at an additional cost of
CAD 5.64. This compares to an additional CAD 18.90 on
Sprint’s network if a subscriber were to exceed the 2 GB
plan allowance and wanted to retain 3G network speeds.
The following figure provides a visual overview of the
Wall/Nordicity methodology.

Wall/Nordicity Study Methodology

1

For each provider in a given country, city, and service basket,
record the retail prices for plans cheapest to meet Level 1.

2

Repeat for all cities in the given country.

3

Calculate the average price using provider market share
and city population.

4

Repeat steps 1-3 for all Wall/Nordicity demand levels.

5

Repeat steps 1-4 for all other study countries.

6

Repeat steps 1-5 for all service baskets.

7

Compare average country prices by service basket
in seven benchmark countries to Canada.

iii

Executive Summary

Despite its deeply flawed design, the Wall/Nordicity
Study materially shapes the regulatory and policy
environment of the Canadian communications
sector as the Government of Canada, ISED, the
CRTC as well as market participants and consumer
protection agencies rely on its findings.
For example, the Governor in Council relied in part on
the 2016 edition of the Study in requesting that the
CRTC reconsider its decision to limit access to regulated
domestic wholesale roaming rates. Various parties have
also used editions of the Study to advance their own
causes by attempting to convince the CRTC and ISED
to provide them with preferential regulatory treatment.
Finally, the media routinely and indiscriminately cites the
Study.

Based on the Wall/Nordicity Study, the Canadian
media publicized the erroneous conclusion that
prices in Canada are among the highest prices in the
industrialized world.
This report examines why the Wall/Nordicity Study is
unsound and provides the correct methodology to
evaluate the price levels of wireless telephony, wireless
Internet, and fixed broadband in Canada. More
important, it demonstrates that if correctly evaluated
Canadian prices are consistently below international
benchmarks, which directly contradicts the conclusion
reached by Wall/Nordicity.
The analysis herein reviews the Wall/Nordicity
methodology and its implementation in responding
to ISED’s request. This analysis reveals that the Wall/
Nordicity Study contains multiple defects and thus is
not acceptable for assessing price levels in Canada or
anywhere else for that matter. Specifically, the Study
(1) lacks a stated objective that is critical to any proper
economic analysis, (2) suffers from a severely flawed
methodology, and (3) contains factual and mathematical
errors. Consistent with this conclusion, the 2016 edition
of the Study warned readers not to reach conclusions
about market performance, noting that the prices
cited for Canada, the United States, or international
jurisdictions were not statistically representative of the
individual countries as a whole.
A proper economic study sets out to test a hypothesis.
The hypothesis that a study attempts to test, in turn,
determines the study design and allows the analyst
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to reach a conclusion. Without an objective, it is not
surprising that the Wall/Nordicity Study does not
compare prices in a meaningful way and lacks any type
of conclusion. The unspecified nature of the Study has led
to widespread confusion, causing parties to misinterpret
the comparisons and to make unsubstantiated and
incorrect claims that the Study demonstrates a lack of
competition, the unaffordability of communications
services, and excessively high retail prices in Canada.
The Wall/Nordicity Study does not and cannot support
these conclusions because it does not test any of these
hypotheses—or any hypothesis at all.
The Wall/Nordicity Study employs a comparison method
that provides little useful information about Canadian
retail prices relative to international benchmarks. As one
would expect in competitive markets, retail plans differ
across providers, cities, and countries depending on the
providers’ underlying cost structures, pricing strategies,
and demand conditions. Thus, it is rare for two plans
to be identical. Wall/Nordicity ignores this important
fact and instead compares the prices of plans that most
closely meet a set of artificial demand levels, irrespective
of whether the plans are the same or even similar.
In doing so, the Study compares the prices of often
drastically different services. Along these same lines,
Wall/Nordicity does not differentiate between countries
with calling party pay plans (all but the United States
and Canada) and wireless party pay plans (the United
States and Canada), which affects the type of plan that a
subscriber would select. The Study’s type of comparison
is meaningless because it attributes all price differences to
higher price levels instead of different (e.g., richer) service
plans.

The Wall/Nordicity Study is also lacking in quality.
The 2017 edition of the Study incorrectly calculates
averages and mistakenly counts Comcast and Xfinity
as separate companies when the latter is simply the
tradename of the former.
The 2017 Study also contains inconsistent comparisons to
previous reports; that is, it shows a price increase relative
to previous years when the higher number is nothing
but the result of differing treatment of the data. The
following figure provides a visual overview of the errors in
the Wall/Nordicity methodology.
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The study fails to identify a
problem it attempts to resolve,
causing parties to incorrectly
interpret its results.
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iv

Incorrectly
ignores promotions,
thereby omitting
the most attractive
prices.

Wall/Nordicity Study Methodology

1

For each provider in a given country, city, and service basket,
record the retail prices for plans cheapest to meet Level 1.

2

Repeat for all cities in the given country.

3

Calculate the average price using provider market share
and city population.

4

Repeat steps 1-3 for all Wall/Nordicity demand levels.

5

Repeat steps 1-4 for all other study countries.

6

Repeat steps 1-5 for all service baskets.

7

Compare average country prices by service basket
in seven benchmark countries to Canada.

The study fails to
arrive at a conclusion,
causing parties to
incorrectly interpret its
results.

Demand levels
lack support and do
not reflect consumer
demand.

Creates a
meaningless average
as it averages
entirely different
plans and different
network qualities.

Comparisons contain
several factual and
mathematical errors,
Study fails to disclose its
database for third-party
inspection, and conducts
inconsistent comparisons.

Compares apples to oranges as country
averages are already meaningless and
comparing country averages further ignores
plan, network, and country differences.
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Considering the significant shortcomings of the Wall/
Nordicity Study, this report introduces a proper statistically
based price comparison of communications services
in Canada and ISED’s select foreign jurisdictions. The
revised methodology is consistent with the economic
literature and the most recent international comparison
study performed by the U.S. Federal Communications
Commission (FCC). Specifically, the revised study tests
the hypothesis that prices for communications services
in Canada are higher relative to ISED’s list of benchmark
countries. It reduces the five service baskets to three
(mobile wireless telephony, mobile wireless Internet, and
fixed broadband Internet) because the fixed telephony
basket cannot be compared in a reasonable manner
across countries as it is continuously shrinking in size,
and the bundled services basket is different in each
country, making it unsuitable for an accurate comparison.
Furthermore, it is unlikely that comparing the prices
of bundled services would yield different results than
comparing standalone prices. For the remaining services,
the revised study relies on a database consisting of
three (entry, mid, and high consumption) plans for each
provider, city, and service basket identified by ISED.
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A three-step evaluation is performed on the resulting
database of 358 mobile wireless telephony, 214
mobile wireless Internet, and 152 fixed broadband
Internet plans. First, for each of the three service
baskets, the statistical relationships between retail
prices and the corresponding plan, network, and
country attributes (explanatory variables) in the seven
benchmark countries is established.
These analyses reveal strong relationships between retail
prices and these three types of explanatory variables.
Second, these relationships forecast the prices an
international provider would charge in Canada for the
Canadian plans in the database. Third, the forecast
benchmark prices are compared to actual prices in
Canada. If the actual prices are lower than the forecast
benchmark, Canada performs better than the benchmark
countries and vice versa. Two robustness checks on the
econometric models confirm the initial results. The first
check expands the pricing database from three to seven
plans per Canadian provider, and the second check adds
TELUS’ most popular plans to ensure that the Canadian
plans are representative of the plans that Canadian
consumers actually purchase. The following figure
provides a visual overview of the revised price study.
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NERA Proper Price Comparison

1

State the hypothesis to be examined (i.e., prices in Canada are higher than
in G7 + Australia benchmark countries).

2

Build a database of retail prices for ISED’s study baskets, countries, cities,
and providers, including promotions.

3

Determine the statistical relationship between prices and plan, network,
and country characteristics in the benchmark countries ( i.e., using
regression analysis, find out what explains differences in prices abroad).

4

Based on this relationship, forecast the retail prices that the average
international provider would charge for the Canadian plans in the study.

5

Compare forecast benchmark prices to actual prices for Canadian plans in
the study. If actual prices are above the benchmark, the Canadian plan is
more expensive than the international benchmark and vice-versa.

6

Examine results at the country, provider, and city level.

7

Perform robustness tests on results by comparing international benchmark
prices against additional Canadian plans and TELUS’ most popular plans.

8

Present the study conclusion, which rejects the stated hypothesis –
i.e., prices in Canada are generally lower, not higher, than what an
international provider would charge for the same plans on the same
networks in Canada.

9

Present supporting documentation and assumptions including access to
the electronic database for third-party inspection.

vi
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For mobile wireless telephony, the analysis
demonstrates that prices in Canada are lower than
the international benchmark. Specifically, of the 246
Canadian plans in the study, 197 plans (80 percent)
have prices that are below international benchmarks.
This strong result dispels claims that Canadians pay
some of the highest prices in the industrialized world.
At the provider level, the study demonstrates that, except
for Rogers and Eastlink, all providers price most of their
plans in the study below international benchmarks. This
disproves the claims that regional providers offer cheaper
prices relative to international benchmarks and that
nationwide providers engage in tacit collusion by silently
agreeing on retail prices. It also demonstrates that the
long-standing government subsidies to regional providers
(formerly entrants) do not translate into lower prices
for Canadian consumers relative to international norms.
Similarly, there is no evidence that MVNOs price below the
benchmark more often than the nationwide providers do.
This suggests that the market is competitive because none
of the market participants has reduced its prices despite
the rich regulatory aids (i.e., spectrum set-asides and costbased domestic wholesale roaming) mandated by ISED
and the CRTC. Finally, at the city level, Canadian prices are
below international benchmarks for all cities regardless of
the number of providers, which disproves the Competition
Bureau’s allegation of coordinated behavior among the
three nationwide providers that allegedly created lower
prices in cities with four providers. The data simply do not
support this allegation.
For mobile wireless Internet service, the results are similar.
At the country level, 89 of the 111 Canadian plans in
the study (80 percent) are below forecast international
benchmarks, indicating that Canada outperforms its
international peers. At the provider level, there is also
no evidence that the regional providers price more
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attractively relative to international norms than the
nationwide providers do. The results also do not vary
significantly across cities regardless of the number of
providers, which again dispels the claim of coordinated
behavior in areas where there is no fourth provider.
For fixed broadband Internet service, 54 of the 68 plans
(79 percent) of Canada’s sample plans have prices that
are lower than international benchmarks. The regional
providers’ prices are much the same as the nationwide
providers’ prices. Moreover, there is no variation across
cities regardless of the number of providers present, which
is an indication that an increase in the number of nonincumbent providers would not drive retail prices down.
Two robustness checks confirm these results. First,
expanding the database from three to seven plans for
each Canadian provider and city does not change the
overall conclusion that Canadian prices are generally lower
than the international benchmark. Second, examining
the most popular plans purchased by TELUS subscribers
confirms that TELUS prices are generally less expensive
than what an international provider would charge for the
same plan if offered in Canada.
Considering the evidence presented above, one can
reject the hypothesis that Canadian communications
providers charge excessively high prices relative to
a set of benchmark countries. Canadian prices are
clearly below international benchmarks, implying that
Canadian consumers face relatively favorable price
levels given the specific market offerings, networks,
and country conditions. These are strong signs that the
communications markets under study are competitive
and hence do not require regulatory intervention. The
following table provides a summary of the corrected price
study and demonstrates that prices in Canada are cheaper
than the prices that providers in the G7 plus Australia
benchmark countries would charge for the same plans.

An Accurate Price Comparison Study of Telecommunications
Services in Canada and Select Foreign Jurisdictions

Service Basket
Canadian Plan Evaluation
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Cheaper than
international benchmark

More expensive than
international benchmark

COUNT

PERCENTAGE

COUNT

PERCENTAGE

Mobile Wireless Telephony

197

80.1

49

19.9

Mobile Broadband Internet

89

80.2

22

19.8

Fixed Broadband Internet

54

79.4

14

20.6

The recommendation is for ISED to adopt the methodology presented
herein because it adheres to the economic literature and is consistent with
the approach used by the FCC. The methodology used by Wall/Nordicity
is deeply flawed and riddled with errors and provides Canadian regulators
with an incorrect impression of the Canadian communications market—
leading to unnecessary and even harmful policy and regulatory decisions
that jeopardize the public interest.
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1

Introduction

Since 2008, Innovation, Science and Economic Development (ISED) and the
Canadian Radio-television and Telecommunications Commission (CRTC) have hired
a consulting firm to conduct an annual international retail price comparison (the
Study) of communications services in Canada and select foreign jurisdictions. The
stated purpose of the Study is to compare Canadian retail prices for five types of
communications services to those in the remaining G7 countries and Australia.1

Specifically, the Study is to compare retail prices offered in the selected cities for five
service baskets:

1

fixed telephony;

2

fixed broadband Internet;

3

mobile wireless telephony;

4

mobile wireless Internet; and

5

bundled services.

For the United States, ISED requests collecting prices
offered in four cities; however, ISED limits data collection
to one specific city in each of the remaining six countries.
In Canada, ISED requires price data from six cities across
six provinces. In each city and for each of the five service
baskets, ISED requests the prices of three to five providers
not including short-term promotions offered by the
service providers.2

1.

Since the inaugural edition in 2008, ISED has been
requiring that annual editions allow for a comparison
to previous years. Consequently, other than adding
Germany and Italy to the Study in 2014, the benchmark
countries, cities, and providers have not changed
significantly over the years. Table 1 summarizes the
benchmark countries, cities, and providers included in
the 2017 edition of the Study.

See Innovation, Science and Economic Development Canada, “Request for Proposal, #401706, 2018 Price Comparison Study of Communications Services in Canada and Select
Foreign Jurisdictions,” February 8, 2018, p. 3 (hereafter the RFP).
2. Ibid.
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Table 1 Benchmark Countries, Cities, and Providers
Study Country

Study City

United States

Boston, MA

United States

Kansas City, MO

United States

Minneapolis, MN

United States

Seattle, WA

Australia

Sydney

United
Kingdom

London

France

Paris

Italy

Rome

Germany

Berlin

Japan

Tokyo

Service Basket
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles
Fixed telephony
Fixed broadband
Mobile telephony
Mobile Internet
Service Bundles

Service Providers
Verizon, Comcast
Verizon, Comcast, RCN
AT&T, Verizon, Sprint, T-Mobile
AT&T, Verizon, Sprint, T-Mobile
Verizon, Comcast, RCN
AT&T, Time Warner
AT&T, Time Warner, Google Fiber, Windstream, Xfinity
AT&T, Verizon, Sprint, T-Mobile
AT&T, Verizon, Sprint, T-Mobile
AT&T, Time Warner, Google Fiber, Windstream, Xfinity
CenturyLink, Xfinity
CenturyLink, Xfinity
AT&T, Verizon, Sprint, T-Mobile
AT&T, Verizon, Sprint, T-Mobile
CenturyLink, Xfinity
CenturyLink, Xfinity
CenturyLink, Xfinity, Wave
AT&T, Verizon, Sprint, T-Mobile
AT&T, Verizon, Sprint, T-Mobile
CenturyLink, Xfinity, Wave
Telstra, Optus
Telstra, Optus
Telstra, Optus, Vodafone
Telstra, Optus, Vodafone
Telstra, Optus
BT, Virgin
BT, Virgin, EE/Orange, TalkTalk
EE, Virgin, Vodafone, O2, 3 (three)
EE, Virgin, Vodafone, O2, 3 (three)
BT, EE/Orange, Virgin, TalkTalk
Orange, Numericable, SFR
Orange, Numericable, SFR, Bouygues
Orange, SFR, Bouygues
Orange, SFR, Bouygues
Orange, Bouygues, SFR
Telecom Italia, FastWeb
Telecom Italia, FastWeb
Telecom Italia, Vodafone, WIND
Telecom Italia, FastWeb, Vodafone, WIND
Telecom Italia, FastWeb
Deutsche Telekom; Vodafone
Deutsche Telekom; Vodafone
Deutsche Telekom; Vodafone; E-plus, O2
Deutsche Telekom; Vodafone, O2
Deutsche Telekom, Vodafone
Au Hikari, KDDI
NTT, JCom, KDDI, Yahoo!BB
NTT DoCoMo; Softbank, KDDI, Y!Mobile
NTT DoCoMo; Softbank, au KDDI, Y!Mobile
NTT, JCom, au KDDI, iTSCOM

Source: NGL Nordicity Group Ltd., “2017 Price Comparison Study of Telecommunications Services in Canada
and Select Foreign Jurisdictions,” October 5, 2017, Table A2 (hereafter the 2017 Nordicity Study).
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1.1. The ISED Price Study as
Interpreted by Wall/Nordicity
From 2008–2015 and again in 2018, ISED retained Wall
Communications Inc. (Wall) to execute the Study per its
guidelines. In 2016 and 2017, ISED retained NGL Nordicity
Group Ltd (Nordicity) to conduct the Study. ISED requires
that the annual editions be backwards compatible,
thus both Wall and Nordicity have adopted identical
methodologies with the versions differing only slightly
with respect to result presentation. Consequently, the
remainder of this report refers to the Wall/Nordicity Study.
Wall/Nordicity implemented ISED’s Study requirements
by creating hypothetical consumer demand profiles or
so-called Levels. As shown in Table 2, higher Levels are
associated with higher “service usage, features and, where
applicable, performance.”3

3. 2017 Nordicity Study, p. 21.

Table 2 Nordicity Plan Sampling
Methodology
Level

Consumer Demand Profile

1

Entry-level or low-volume usage

2

Average or medium usage

3

Above average or high-volume usage

4

Very high-volume or unlimited usage

5

Very high-volume or unlimited usage

6

Ultra high-volume or unlimited usage

Source: 2017 Nordicity Study, p. 21.
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The consultancies then attempt to compare average
retail prices at each Level across countries. These
Levels do not reflect consumer demand in the
benchmark countries, and none of the providers
included in the Study offer service plans at these
hypothetical Levels. Attempting to resolve this
dilemma, Wall/Nordicity compares the prices of
plans that most closely meet or exceed the usage
levels associated with a given Level. However, the
consultancies’ “basket methodology” results in an
apples-to-oranges comparison as none of the plans
being compared are identical.
Often the plans are fundamentally different in terms of the
services they offer (e.g., number of voice minutes included,
data allowance, roaming, etc.), the network quality (e.g.,
upload and download speeds), and the geography in
which the services are provisioned (e.g., a network in
Japan has a different cost structure than a network in
Canada). Such a comparison says nothing about price
levels in Canada or elsewhere and only reflects how
close or far the select providers’ plans are relative to the
hypothetical demand levels.
Consider, for instance, Level 1 for the mobile wireless
telephony basket. The consumer demand profile
underlying Wall/Nordicity’s Level 1 is a consumer who uses
60 incoming minutes and 90 outgoing minutes for a total
of 150 minutes monthly.4 This consumer uses no other
services. To collect the price charged by AT&T (a provider
included in the Study) for this hypothetical subscriber living
in Boston (a city included in the Study), Wall/Nordicity
researchers presumably visited AT&T’s website, entered
one of Boston’s zip codes, and recorded the price of the
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cheapest plan that met or exceeded this demand profile.
In March 2018, the plan meeting or exceeding Level 1
was AT&T’s entry-level prepaid plan. The price for the plan
was $30 per month, and it included unlimited talk and
text in the United States, 1 GB of data, access to mobile
hotspots, and the ability to stream high definition (HD)
video.5 This is significantly more than the Level 1 demand
of 150 voice minutes per month. Despite far exceeding
Level 1 demand, Wall/Nordicity recorded $30 for AT&T
in Boston and repeated this process for the remaining
providers in Boston. The consultant then conducted
the same exercise for the other three U.S. cities, that is,
Kansas City, Minneapolis, and Seattle, again ignoring
all deviations from the Level 1 demand. Although the
Level 1 plans for each U.S. provider differ, Wall/Nordicity
calculates a market share and city population weighted
average as the representative price for the United States
for Level 1 in the mobile wireless telephony basket.6 Wall/
Nordicity applied the same process to all other Levels and
countries and then compared all averages as if the services
were identical (which they are not).
Wall/Nordicity then compared these benchmark country
prices to prices in Canada. ISED requires that the Study
“include prices from six Canadian markets (Halifax, NS;
Montreal, QC; Toronto, ON; Winnipeg, MB; Regina, SK;
and Vancouver, BC).”7 Wall/Nordicity applied the same
consumer demand profiles and data collection method to
Canada as employed in the benchmark countries. Table
3 summarizes the Canadian cities and providers that
Wall/Nordicity included in the most recent edition of the
Study. Figure 1 provides a summary of the Wall/Nordicity
approach.

4. Every Wall/Nordicity Study since 2008 has had a Level 1 mobile wireless telephony offering with a limit of 150 voice minutes per month. Under the Wall/Nordicity assumptions of
90 minutes for outgoing calls and an average call lasting three minutes, this gives us an average of one call per day.
5. See AT&T, “Prepaid phone plans from AT&T,” https://www.att.com/prepaid/plans.html, accessed September 21, 2018.
6. This assumes that the approach for combining cities in the United States was the same as in Canada as the 2017 Nordicity Study offers no detail on the U.S. approach. The 2018
RFP states, “Weighted average service prices for Canada and the U.S. will be calculated based on relative city population and service provider market share.” (RFP, p. 4.)
7. Ibid., p. 3.
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Table 3 Canadian Cities and Providers
Study City

Service Basket

Service Providers

Halifax, NS

Fixed telephony

Bell, Eastlink, TekSavvy, Primus

Fixed broadband

Bell, Eastlink, TekSavvy

Mobile telephony

Bell, TELUS, Rogers, Eastlink, PC Mobile, Petro-Canada, 7 Eleven, Primus

Mobile Internet

Bell, TELUS, Rogers

Service Bundles

Bell, Eastlink

Fixed telephony

Bell, Videotron, TekSavvy, Primus

Fixed broadband

Bell, Videotron, TekSavvy, Primus, Distributel

Mobile telephony

Bell, TELUS, Rogers, Videotron, Primus, PC Mobile, Petro-Canada, 7 Eleven

Mobile Internet

Bell TELUS, Rogers, Videotron

Service Bundles

Bell, Videotron, Primus

Fixed telephony

Bell, Rogers, Primus, TekSavvy

Fixed broadband

Bell, Rogers, Primus, TekSavvy, Distributel

Mobile telephony

Bell, TELUS, Rogers, Primus, PC Mobile, Petro-Canada, 7 Eleven, Freedom

Mobile Internet

Bell, TELUS, Rogers, Freedom

Service Bundles

Bell, Rogers, Primus

Fixed telephony

MTS, Shaw, TekSavvy, Primus

Fixed broadband

MTS, Shaw

Mobile telephony

MTS, TELUS, Rogers, Bell, PC Mobile, Primus, Petro-Canada, 7 Eleven

Mobile Internet

MTS, Bell, TELUS, Rogers

Service Bundles

MTS, Shaw

Fixed telephony

SaskTel, Access, TekSavvy, Primus

Fixed broadband

SaskTel, Access

Mobile telephony

SaskTel, Bell, TELUS, Rogers, PC Mobile, Primus, Petro-Canada, 7 Eleven

Mobile Internet

SaskTel, Bell, TELUS, Rogers

Service Bundles

SaskTel, Access

Fixed telephony

TELUS, Shaw, Primus, TekSavvy

Fixed broadband

TELUS, Shaw, Primus, TekSavvy

Mobile telephony

Bell, TELUS, Rogers, Primus, PC Mobile, Petro-Canada, 7 Eleven, Freedom

Mobile Internet

Bell, TELUS, Rogers, Freedom

Service Bundles

TELUS, Shaw, Primus

Montreal, QC

Toronto, ON

Winnipeg, MB

Regina, SK

Vancouver, BC

Source: 2017 Nordicity Study, Table A1.
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Figure 1 The Wall/Nordicity Study Methodology
Wall/Nordicity Study Methodology

1

For each provider in a given country, city, and service basket,
record the retail prices for plans cheapest to meet Level 1.

2

Repeat for all cities in the given country.

3

Calculate the average price using provider market share
and city population.

4

Repeat steps 1-3 for all Wall/Nordicity demand levels.

5

Repeat steps 1-4 for all other study countries.

6

Repeat steps 1-5 for all service baskets.

7

Compare average country prices by service basket
in seven benchmark countries to Canada.

1.2. The Origin of the Wall/Nordicity Methodology
The general study methodology used by Wall/Nordicity
seems to have originated from a 2008 Wall report.8 In that
report, Wall developed the present methodology allegedly
based on a review of price comparison approaches
by the Organisation for Economic Co-operation and
Development (OECD), the British telecommunications
regulator Ofcom, the Canadian analyst firm SeaBoard
Group, and the financial advisor Merrill Lynch.
Since the Study’s inaugural edition in 2008, the countries
and cities have largely remained the same.9 The providers

in the Study have changed to reflect only merger and
acquisition activity. More important, the overall data
collection methodology that uses artificial consumer
demand profiles and that records the prices of the service
offerings that most closely meet or exceed these profiles
has been in use since 2008, perpetuating the meaningless
apples-to-oranges comparison contained in the Study.
Presumably, ISED’s mandate of backwards compatibility
explains why the original Study design has survived the
last decade.

8. See Wall Communications Inc., “An Examination of Alternative Approaches for Conducting Prices Comparisons of Wireline, Wireless, Wireless and Internet Services in Canada and
with Foreign Jurisdictions,” May 5, 2008 (hereafter the 2008 Wall Methodology Report).
9. Besides adding Germany and Italy, the studies added Winnipeg, MB, and Minneapolis, MN (USA).
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1.3. Purpose and Structure of Present Report
The purpose of the present report is threefold. First,
it examines the Wall/Nordicity price comparison
methodology and its execution using the 2017 Nordicity
Study as an example. Second, it explains the requirements
and structure of an accurate price comparison of
communications services in Canada and select foreign
jurisdictions. Third, it executes an accurate price
comparison and contrasts the results to the 2017 Nordicity
Study. As such, this report serves as an instrument of
change that allows ISED, the CRTC, or any other regulatory
body to access sound economic evidence (i.e., accurate
price comparisons) for policy decisions.
The structure of this report is as follows. Section 2
describes why the Wall/Nordicity methodology is
unscientific, yields unreliable results, and requires a
fundamental redesign before it can provide value to
ISED and other authorities when making policy or

regulatory decisions. Section 3 describes the fundamental
methodological changes that ISED must introduce for the
Study to yield valuable results; that is, it introduces the
components of an accurate price comparison. Section 4
presents results from a correct price study demonstrating
that Canadian prices are below international benchmarks.
Section 5 provides additional support that confirms
Canadian prices are below international benchmarks.
Section 6 provides the report conclusions. Appendix A
presents the attributes of the revised study. Appendix
B provides the revised study’s electronic database.
Appendices C1 to C3 show the statistical relationships
for each service basket between retail prices and plan
features, network quality, and the environment in which
providers offer the services. Appendices D1 to D3 and E1
to E3 show the results of robustness checks of additional
Canadian plans and TELUS’ popular plans in the analysis,
respectively.
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The Wall/Nordicity Price Study is Unsuitable
for Policy or Regulatory Decisions
A proper scientific study must include specific elements. As detailed in a widely cited
U.S. reference manual on scientific evidence, “science … is based on principles of
hypothesis generation, scrupulous study design, meticulous data collection, and
objective interpretation of experimental results.”10
The Wall/Nordicity Study falls short in all four essential
elements of a proper scientific study. First, the Study
suffers from the lack of “principles of hypothesis
generation” because it offers no problem or hypothesis
that it intends to resolve. In the 2017 Study, Nordicity
states, “The purpose of this Study is to provide a detailed
comparative price analysis of telecommunications services
in Canada vis-à-vis the USA and six other countries.”11
Although this statement tells the reader what the Study
is supposed to do (i.e., compare prices), it does not state
why the comparison is being done. Absent an objective,
it is no surprise that Wall/Nordicity does not provide
conclusions in the annual report versions.
Second, Wall/Nordicity also does not meet the “scrupulous
study design” requirement because of the flawed
methodology that produces meaningless results. Wall/
Nordicity’s methodology does not constitute a proper
price comparison because it compares the prices of
drastically different and unrelated service plans. There
is no reason, for instance, to compare the price of an
unlimited mobile wireless plan to the price of a plan that

has specific monthly allowances for voice, data, or SMS.
They are two different products that are priced, among
other factors, according to their service and quality levels.
Third, despite ISED’s quality control claim, the data
collected and its interpretation in the 2017 Nordicity Study
is unsound because it contains factual and mathematical
errors. The Wall/Nordicity Study also does not properly
document its methodology and does not provide the
necessary databases to replicate and examine its results.
Fourth, in terms of the objective interpretation
of experimental results, Wall/Nordicity offers no
interpretation beyond presenting a multitude of figures
and tables, thus leaving the reader to guess (often
incorrectly so) as to what the results mean.
Ultimately, the Study fails to adhere to the most basic
building blocks of a proper scientific study. Consequently,
regulators and public policymakers cannot rely on its
results to make public policy and regulatory decisions
or to assess the level of competition in the Canadian
communications sector.

10. Federal Judicial Center and National Research Council of the National Academies, Reference Manual on Scientific Evidence, 3rd ed. (Washington, D.C.: The National Academies
Press, 2011), p. xiii, https://www.fjc.gov/sites/default/files/2015/SciMan3D01.pdf (hereafter the Reference Manual on Scientific Evidence).
11. 2017 Nordicity Study, p. 3.
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2.1. The Wall/Nordicity Study Lacks an Objective
Wall/Nordicity does not disclose the objective of the
price comparison study. Without a testable hypothesis,
the Study is meaningless because its design depends on
what is to be tested. For instance, if Wall/Nordicity were
to hypothesize that Canadian retail prices are higher than
prices abroad, then an accurate study would differ from
one that tests whether past regulation decreased retail
prices. Similarly, testing the hypothesis of high retail prices
requires adjusting (normalizing) for differences in specific
retail plans, mobile wireless networks, and the costs of
provisioning the services (e.g., climate, population density,
and labor rates).
The 2008 Wall Methodology Report seems to be the only
source that gives a hint of what the purpose of the Study
might have been. Specifically, the 2008 Wall Methodology
Report states:

	[T]he purpose of the price comparison data assembled
based on the methodology proposed in this report,
would be to provide a means to help assess whether
policy measures introduced by the Commission, such
as local forbearance, have generated benefits such as
lower prices or savings for consumers. In addition, the
price comparison exercise would also provide a means
to identify which consumers are benefiting from those
savings – i.e., those with bundles, with standalone
services, both, or neither.12
However, the Study design and Wall/Nordicity’s data
collection and interpretation seem clearly at odds with this
objective. There is no effort in any iterations of the Study
to examine the impact of “policy measures,” and none of
the Studies properly assesses price levels in Canada relative
to international benchmarks. Rather, the Wall/Nordicity
reports present a dizzying array of tables that leave the
reader guessing as to what the hypotheses were that the
Studies reportedly tested.

2.2. Parties Freely Interpret the Results of the Wall/Nordicity Study
Some parties use the Study to claim that retail prices in
Canada are too high relative to the benchmark countries.
For instance, in a 2017 CRTC consultation on Wi-Fi first
service, citing the 2016 Nordicity Study, Ice Wireless
states:
	… Canadians pay some of the highest prices in the
industrialized world for mobile wireless services….13
	… Canada compares very poorly with the industrialized
countries examined by the 2016 Price Comparison
Report in terms of the price of retail mobile wireless
services.14
Yet, other parties incorrectly use the Study by claiming
that it “demonstrates that prices for mobile services are
lower in Canadian cities where there are four strong

facilities-based competitors compared to cities where
there are only three facilities-based providers.”15
The misconception of the Study as a competition report is
likely also the cause for the Governor in Council’s remand
of CTRC Decision 2017-56:
	Whereas Canadians continue to pay high rates for
mobile wireless telecommunications services;
	Whereas Canada has among the lowest adoption rates
for mobile wireless telecommunications services among
industrialized countries;
	Whereas Canadians with low household income in
particular face challenges related to the affordability of
telecommunications services….16

12. 2008 Wall Methodology Report, p. 1.
13. Reconsideration Of Telecom Decision 2017-56 Regarding Final Terms And Conditions For Wholesale Mobile Wireless Roaming Service, Telecom Notice Of Consultation CRTC 2017259, 20 July 2017: “Intervention of Ice Wireless Inc.,” September 8, 2017, ¶ 17. Ice Wireless cites NGL Nordicity Group Ltd., “2016 Price Comparison Study of Telecommunications
Services in Canada and Select Foreign Jurisdictions,” p. 37 (hereafter the 2016 Nordicity Study).
14. Ibid., ¶ 24.
15. Telecom Notice of Consultation CRTC 2017-259, Call for comments – Reconsideration of Telecom Decision 2017-56 regarding final terms and conditions for wholesale mobile
wireless roaming service: Shaw Communications Inc., “Final Submission,” December 1, 2017, ¶ 18, referring to the 2016 Nordicity Study.
16. Appendix to Telecom Notice of Consultation CRTC 2017-259, Order of the Governor in Council, P.C. 2017-0557, June 1, 2017.

An Accurate Price Comparison Study of Telecommunications
Services in Canada and Select Foreign Jurisdictions

The Wall/Nordicity Price Study is Unsuitable for Policy or Regulatory Decisions

Even the popular media misunderstood the purpose of the
2016 Nordicity Study, thinking it was to test the hypothesis
of high prices in Canada relative to other countries. After
the release of the 2016 Nordicity Study, the Financial Post
reported:
	Canadians continue to pay more for wireless service than
the majority of their peers living in G7 countries and
Australia, says a report released by Canada’s telecom
watchdog on Thursday.17
Thus, although the Study fails to state a testable answer
to a scientific question, the general impression is that
the Study examines whether retail prices in Canada are
high relative to other countries. Furthermore, there is a
widespread misconception that the cause of these alleged
high prices is a lack of competition and that higher prices
mean that communications services are not affordable.
Citing ISED, the Financial Post reported:
	While progress is being made, the government will
continue to watch market dynamics and promote more
competition so that all Canadians can have high-quality
services at affordable prices.18
This free interpretation is problematic for several reasons.
First, nowhere did the Study set out to examine whether
prices in Canada are high or low. In fact, the Wall/
Nordicity Study does not even arrive at this specific
conclusion. A simple comparison of the prices of different
plans from different providers on different networks in
different countries does not provide valid information
about whether Canadian prices are high, at par, or low
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because there are numerous reasons why prices in Canada
might be different from other countries.19
Second, and related, higher prices (even if found)
cannot simply be attributed to a lack of competition,
particularly when there is strong evidence that the
market is competitive.20 Rather, analysts must investigate
the cause of price differentials (high or low), which
includes an examination of differences in plan attributes,
service quality, and country-specific costs (e.g., labor
rates, climate, population density, etc.). In fact, in
2016, Nordicity explicitly warned readers from reaching
conclusions about market performance. Specifically, the
consultancy noted, “the prices cited for Canada, US or the
international jurisdictions are not meant to be statistically
representative of the individual countries as a whole.”21
Third, the concept of affordability is entirely unrelated to
the Study. Averaging the prices of different plans offered
by a select group of providers relative to some artificial
demand level certainly is not a measure of affordability.
A proper study sets out to examine a testable hypothesis.
For the remainder of this report, the assumption is that
the Study sets out to test the hypothesis that prices for
communications services in Canada are higher than
prices in the benchmark countries selected by ISED. It is
against this hypothesis that the Study methodology and
Wall/Nordicity’s implementation of that methodology is
evaluated. In addition, a price comparison methodology
is derived and executed that properly collects and
analyzes relevant data in response to this hypothesis while
maintaining the general study framework defined by ISED.

17. Emily Jackson, “Canadian mobile phone bills still rank among the most expensive in G7: CRTC report,” Financial Post, August 11, 2016. Following the release of the 2017 Nordicity
Study, the Financial Post similarly reported, “Cellphone service is getting cheaper for Canadians who want basic plans, but prices for larger wireless data packages remain high
compared with other G7 countries, according to the government’s 10th annual international price comparison report.” (Emily Jackson, “Canadians pay more for larger data plans
than counterparts in G7 countries: ISED report,” Financial Post, December 12, 2017.)
18. Emily Jackson, “Canadians pay more for larger data plans than counterparts in G7 countries: ISED report,” Financial Post, December 12, 2017.
19. The 2016 Nordicity Study actually acknowledged this fact in its “Caveats to the Interpretation of the Findings of this Study.” (2016 Nordicity Study, p. 12.)
20. See, e.g., “Expert Report of Jeffrey A. Eisenach, Ph.D. on Behalf of TELUS Communications Company,” re: CRTC 2017-259 Reconsideration of Telecom Decision 2017-56 Regarding
Final Terms and Conditions for Wholesale Mobile Wireless Roaming Service, September 8, 2017, Section V.
21. 2016 Nordicity Study, p. 12.
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2.3. The Wall/Nordicity Methodology Is Fatally Flawed
The Wall/Nordicity Study methodology is inadequate to test the hypothesis that prices
are high in Canada relative to select other developed countries. The principal reasons for
this are the methodology’s reliance on unsupported and arbitrary demand levels; omitted
plan, network, and country attributes; and poor and opaque study execution.

2.3.1. Unsupported and arbitrary demand levels
Wall/Nordicity created a set of consumer profiles, socalled Levels, to compare prices internationally. The higher
the Level, the more services a subscriber consumes. In
the 2017 Study, mobile wireless telephony had six Levels,
fixed broadband Internet had five Levels, and both
mobile wireless Internet and bundled services had three
Levels each. The number of Levels as well as the Levels
themselves is arbitrary and has no relationship with actual
consumption patterns. For instance, Level 1 in the mobile
wireless telephony basket is a hypothetical subscriber who
consumes 150 minutes of wireless voice per month and
nothing else. It is highly questionable whether a significant
portion of consumers in Canada or in other countries
would find such a plan valuable; therefore, it makes little
sense to compare this Level internationally. Even the
lifeline program by the U.S. Federal Communications
Commission (FCC) that offers free phone service for lowincome individuals offers higher service levels than Wall/
Nordicity’s mobile wireless telephony Level 1. Specifically,
the FCC’s Lifeline Service Program offers 500 minutes of
voice, unlimited text, 100 multimedia messaging service
(MMS) messages, 1 GB of wireless data, and unlimited
Wi-Fi access to select hotspots.22 At a minimum, the Study
needs to establish why Level 1, or any other Level for
that matter, is a relevant marker for an international price
comparison.
With no apparent relationship between Wall/Nordicity’s
Levels and consumer demand, it is not surprising that
there are no plans in Canada or in any of the seven
benchmark countries that perfectly match these artificial
consumer demand levels. Quite simply, most countries
do not offer plans with the specifications assumed in the
Study’s artificial demand levels.

Rather than recognizing that artificial demand levels do
not align with actual consumer demand and thus provider
retail plans, Wall/Nordicity simply resorted to comparing
the prices of plans that most closely met or exceeded
these arbitrary demand levels. This decision results in a
comparison of the prices of potentially drastically different
services that meet or exceed some arbitrary threshold. By
doing so, the resulting “apples to oranges” comparison
implicitly argues that any additional services beyond
what a Level defines are worthless (i.e., should be free
of charge) to subscribers. There is no support for this
assumption, particularly given that the Wall/Nordicity
Levels have no market significance.
To illustrate the fundamental and fatal flaws in the Wall/
Nordicity approach, consider the following simplified
example. For ISED’s mobile wireless telephony basket,
Wall/Nordicity created a demand Level for a hypothetical
subscriber who purchases unlimited voice minutes,
unlimited SMS, and 2 GBs of data each month. Wall/
Nordicity refers to this as Level 4 demand. As of May
2018, one of the closest services in Canada corresponding
to Level 4 is a wireless plan offered by Bell Mobility in
Toronto with unlimited voice, unlimited SMS, and 3 GBs
of data. Bell Mobility prices this plan at CAD 56.04.23
One of the closest Level 4 plans offered in the United
States is a wireless plan offered by Sprint, which includes
unlimited voice, unlimited SMS, and 2 GBs of data. Sprint
prices this plan at CAD 50.40.24 Wall/Nordicity compares
these plans as if they were identical. Based on this, Wall/
Nordicity incorrectly concludes that the mobile wireless
telephony services in Canada are more expensive than in
the United States. The comparison is meaningless because
it compares two different wireless plans. Among other

22. See Life Wireless, https://www.lifewireless.com/main/plans, accessed March 2, 2018.
23. Bell Mobility, “Family plans, cell phone share plans from Bell Mobility,” https://www.bell.ca/Mobility/Cell_phone_plans/Share_plans, accessed March 4, 2018.
24. Sprint, “Cell Phone Plans,” https://www.sprint.com/en/shop/plans.html?INTNAV=TopNav:
Shop:AllPlans, accessed February 28, 2018.
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omissions, this simple comparison overlooks the fact
that the Canadian plan offers an additional 1 GB of data
at an additional cost of CAD 5.64. This compares to an
additional CAD 18.90 on Sprint’s network if a subscriber
were to exceed the 2 GB plan allowance and wanted to
retain 3G network speeds (rather than being downgraded
to 2G speeds).25 Consequently, the Study falsely interprets
the introduction of plans at or near the Study’s demand
levels as lowering the overall prices in the country.
Conversely, the Study would report a price increase in
a country if providers were to remove plans at or near
the demand levels irrespective of the overall prices in the
country.
In fact, this type of misinterpretation is clearly present in
the 2017 version. This Study version claims that prices in
the United States for mobile wireless telephony services
“increased by 34.5% (Level 1), and 18.6% (Level 6)” since
2016.26 This is unbelievable as the FCC in 2017 found the
mobile wireless telephony market in the United States to
be effectively competitive (i.e., market forces are working
properly).27 In a competitive market, prices do not increase
by double-digit percentages above inflation, and there
is no record anywhere that prices in the United States
increased by the levels reported in the Study.28 The Study
finds similar drastic price fluctuations in other countries,
including a claimed price decrease of 48.3 percent in
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France (for Level 4 plans), a price increase of 26.4 percent
in Australia (for Level 3 plans), and a price decrease in
Canada of 25.7 percent (for Level 1 plans). Without testing
the plausibility of its conclusions against real world data,
Wall/Nordicity blindly reports these numbers not realizing
that they are simply the result of the flawed design.
The problem with Wall/Nordicity’s approach, as described
above, is that it creates an omitted variable bias (one of
regression analysis’ most serious problems). In simple
terms, the Study fails to account for the many differences
in the service plans it compares. This problem extends
beyond differences in plans and includes the omission
of differences in network and country attributes. First,
as shown above, the Wall/Nordicity approach treats as
equal all plans that happen to fall closest to the required
demand level. This approach fails to adjust for the
differences in these plans, including, but not limited to,
differences in the:
• number of voice minutes per month;
• number of data megabytes per month;
• number of SMSs or MMSs per month;
• number of months of the term contract; and
• megabits per second download speed.

25. Sprint charges an additional USD 15 or CAD 18.90 after adjusting for PPP. “For customers on the $15/GB additional high speed data buy up, customers will receive notifications at
75%, 90% and 100% of additional purchase data bucket.” (Sprint, “Account Management Tools and Alerts,” https://www.sprint.com/en/legal/account-management-tools-andusage-alerts, accessed September 19, 2018.
26. 2017 Nordicity Study, p. 5.
27. “For the first time since 2009, the FCC makes an affirmative finding that the metrics assessed in the Report indicate that there is effective competition in the marketplace for
mobile wireless services.” (FCC News, “FCC Releases 20th Annual Mobile Wireless Competition Report,” September 26, 2017.)
28. According to the U.S. Department of Labor, Bureau of Labor Statistics, wireless telephone service prices have been dropping. (See Wireless telephone services in U.S. city average,
all urban consumers, not seasonally adjusted, Series ID CUUR0000SEED03.)
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Comparing them as equals leads to incorrect results. For
example, consider that a possible Level 1 plan for TIM
offers 1,500 minutes of voice for CAD (PPP) 13.90 and a
possible Level 1 plan for Vodafone UK offers 250 minutes
of voice, 1,000 SMSs, and 500 MBs of data for CAD (PPP)
16.42. The Wall/Nordicity report would lead readers to
conclude that TIM is less expensive than Vodafone, even
though Vodafone offers significantly more (i.e., 1,000
SMSs and 500 MBs of data) for just CAD (PPP) 2.52 more.

To visualize the incompatible comparisons that Wall/
Nordicity’s methodology creates, consider Figure 2
that shows actual plans offered by Bell, TELUS, and
international providers Telecom Italia Mobile (TIM),
Vodafone, O2, and AT&T. All these mobile wireless
telephony plans are Wall/Nordicity “Level 1 plans” in that
they are the cheapest plans offered by these providers for
a hypothetical subscriber seeking to consume 150 minutes
of voice and nothing more.29 Wall/Nordicity compares
these plans as if they are all the same. However, as Figure
2 shows, each plan offers drastically different service
levels and prices. A meaningful comparison must consider
these differences.

Figure 2 Nordicity’s Level 1 Comparison Includes Plans with Varying Amounts of
Additional Services beyond the 150 Minutes Threshold
6,000

CAD 27.20

5,000

CAD 31.50

Units of Service

4,000

3,000

CAD 37.04
CAD 30.00

CAD 16.42
CAD 13.90

2,000

1,000

0

Level 1
(150 Min)
TELUS (CA)

Bell (CA)
Voice

Vodafone (UK)
SMS

TIM (IT)

AT&T (US)
Data

Note: For illustration purposes, 2,000 is considered unlimited for voice and SMS.

29. Note that unlimited voice and text services are shown as 2,000 units of service. For example, Rogers’ and AT&T’s plans include unlimited SMS.

O2 (GER)
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Relatedly, given that actual plans far exceed the artificial
Wall/Nordicity Levels, one plan could apply to several
Levels, that is, be the cheapest plan for Levels 1, 2, 3, and
4. Figure 3 lists select Level 1 plans for the mobile wireless
telephony basket. Although the plan for TIM is only a
Level 1 plan and does not fulfill the requirements for Level
2 and beyond, the plans for Optus Australia and Vodafone
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Germany apply to Levels 1, 2, 3, and 4. Consequently,
these plans appear expensive relative to Level 1 and
inexpensive relative to Level 4. However, this does not
provide any information about the price levels in Australia
and Germany just how close these plans are relative to
Wall/Nordicity’s demand levels.

Figure 3 The Same Plans Fall within Multiple Levels
CAD 34.00

CAD 47.62

6,000

CAD 30.25

5,000

CAD 31.50

4,000
Units of Service

Level 4
(Unlimited
Min, SMS
+ 2 GB)

3,000

CAD 37.04

CAD 7.46

CAD 30.00
CAD 13.90

2,000

1,000

0

Level 1
(150 Min)
TELUS (CA)

Bell (CA)

Three (UK)

TIM (IT)

AT&T (US)

Voice

Note: For illustration purposes, 2,000 is considered unlimited for voice and SMS.

SMS

Bouygues (FR)
Data

Optus (AU) Vodafone (GER)
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2.3.2. Wall/Nordicity ignores all differences in network attributes
The Wall/Nordicity price comparison ignores all differences in network attributes, that is, differences in mobile
download speeds and network coverage (e.g., national vs. regional). For instance, as Figure 4 illustrates, there is a
significant difference in mobile download speeds with Canada offering the second highest speeds after Australia.

Figure 4 Wall/Nordicity Ignores Differences in Download Speeds
60.0

Download Speed (Mbps)

50.0

50.0
45.7

40.0

33.0

30.0

30.2

27.4

26.8

26.6

26.2

USA

UK

Japan

Germany

20.0

10.0

0.0

Australia

Canada

France

Italy

Source: Ookla, “Speedtest Global Index,” February 2018, http://www.speedtest.net/global-index, accessed March 8, 2018.

The Wall/Nordicity methodology also does not consider
that all the surveyed countries except for Canada and
the United States use calling party pays (CPP), whereas
Canada and the United States operate on the concept
of wireless party pays (WPP), often mischaracterized
as receiving party pays (RPP).30 In CPP countries, mobile
wireless subscribers pay for outgoing calls but do not
pay for incoming calls. In WPP countries, mobile wireless
subscribers pay for both outgoing and incoming calls. As
noted by Wall:
	Differences in rating regimes (i.e., CPP versus RPP) can
significantly affect both wireline and wireless service

price comparisons between the countries, which must
be borne in mind when comparing wireless (as well
as wireline) rates in Canada and the U.S. with those in
other OECD countries.31
For instance, although in CPP countries there might be a
demand for voice plans with fewer minutes (resembling
more closely Levels 1 and 2), in WPP countries, consumers
might request richer voice plans as they must pay for
both incoming and outgoing minutes. Wall/Nordicity
ignores these differences and assumes that demand
levels regardless of whether a country is CPP or WPP are
identical.

30. See 2017 Nordicity Study, ¶ 4.3. According to a study comparing RPP and CPP regimes, “After allowing for various economic and technical [factors] average revenue (price)
per call is significantly lower with RPP, average minutes of usage per subscriber are significantly higher and the mobile penetration rate is not significantly different. Handset
subsidies seem to be lower in the US (with RPP) than in the UK (with CPP).” (S.C. Littlechild, “Mobile termination charges: Calling Party Pays versus Receiving Party Pays,”
Telecommunications Policy 30 (2006): 242–277.)
31. 2008 Wall Methodology Report, p. 3. This is an example of the mischaracterization of RPP when it is actually WPP, as noted previously.
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2.3.3. Wall/Nordicity ignores all differences in country attributes
Retail prices even in the most competitive market will not
fall below costs. The Wall/Nordicity Study fails to examine
differences in country-specific costs, thereby implying that
building a network in Japan costs the same as building a
network in Canada.
This is unrealistic as the two countries differ significantly,
for example, in terms of size, labor costs, population
density, and weather.32 These differences directly affect
costs that, in turn, affect prices. A larger country
requires more capital to build a nationwide network
than a smaller country. Higher labor costs increase both
capital and operating expenditures, whereas low-density
geographies require more investment per capita. Even
weather can impact prices as extreme temperatures might
require specialized equipment and drive up operating
expenditures through higher maintenance costs.

Canada has a population density of four people per
square kilometer (km2). In contrast, the populations of
the European countries range from France’s 123 to the
UK’s 273 per km2, whereas Japan tops the list with 348
people per km2. On the other hand, Australia with 3.2
and the United States with 36 people per km2 are closer
to Canada’s measure.33 In a 2011 Study, Nordicity noted,
“the population density within the landmass covered by
the wireless network – 16.9 people/km2 – would rank
[Canada] as the 200th least-densely populated country in
the world.”34
Similarly, Canada’s weather conditions also differ
significantly from other countries. For example, Canada’s
average low temperature in the coldest month and the
average temperature in that month differ radically from
the other countries, as shown in Table 4.

Table 4 Average Temperature in Each Country’s Coldest Month (Celsius)
Country

Canada

US

Australia

France

Germany

Italy

Japan

UK

Average Low
Temperature

-15.6

0.9

6.8

1.3

-2.6

2.6

0.1

1.4

Average
Temperature

-11.1

-0.1

12.4

4.1

0.2

5.7

3.9

4.2

January

January

August

January

February

January

January

February

Month

Source: Weatherbase.com.

32. As Nordicity has noted, “factors such as population density, terrain and climate have significant impacts on the cost of service.” (2016 Nordicity Study, p. 12.) See also a 2011
statement, “A thorough international benchmarking process should also analyze … Relative geographic challenges.” (Nordicity, International Wireless Market Comparison, Review
of the OECD Wireless Rankings, June 2011, p. 4.)
33. See The World Bank Data, Population Density (people per sq. km of land area), Food and Agriculture Organization and World Bank Population Estimates, 2017, https://data.
worldbank.org/indicator/EN.POP.DNST, accessed September 21, 2018.
34. Nordicity, “International Wireless Market Comparison, Review of the OECD Wireless Rankings,” June 2011, p. 20.
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Looking only at the six provinces included in the Wall/
Nordicity Study does not change Canada’s exceptionalism:
average low temperatures in January ranging from −5.8
degrees Celsius in British Columbia to −23.2 in Manitoba
and average temperatures in January ranging from −2.7
degrees in British Columbia to −17.9 in Manitoba.35

admitted, “price increases … may in part, simply reflect
better service levels offered to consumers.”37 Nordicity
further admitted, “This Study did not take into account the
network technologies deployed in the networks nor the
speed or quality of service of those networks.”38 Nordicity
also noted:

The Wall/Nordicity price comparison ignores all these
differences and assumes that an unlimited voice and data
WPP mobile wireless telephony plan with a 45 Mbps
download speed in Canada offers the same value to a
subscriber as a limited CPP mobile wireless telephony
plan with 27 Mbps in Japan and should therefore cost
the same. The Wall/Nordicity comparison of apples to
oranges renders the price comparison meaningless and
even harmful when used to assess the competitiveness or
affordability of the Canadian market for communications
services.

	[T]his Study did not account for any cost of service or
socio-economic factors that may be relevant for price
differences across different domestic and international
jurisdictions. Thus, factors such as population density,
terrain and climate have significant impacts on the cost
of service. Similarly, socio-economic factors such as
affordability indicators (i.e. mobile prices in relation to
disposable income), number of handsets per subscriber,
number of minutes of usage per subscriber and other
factors were not within the scope of this Study.39

In the 2016 edition of the Study, Nordicity forewarned
readers of the Study’s limitations in a section titled
“Caveats to the Interpretation of the Findings of this
Study.”36 Although the section inadequately disclosed the
severe limitations of the Study, Nordicity nevertheless

Surprisingly, although the 2017 Study deviates only
minimally from its 2016 predecessor, the authors decided
to drop these caveats, further exacerbating the risk of
readers misinterpreting and misapplying the Study.

35. See Weatherbase.com, Manitoba, http://www.weatherbase.com/weather/city.php3?c=CA&s=MB
&statename=Manitoba, British Columbia, http://www.weatherbase.com/weather/city.php3?c=CA&s=BC
&statename=British%20Columbia, accessed April 26, 2018, Celsius = (Fahrenheit - 32) x 5/9.
36. 2016 Nordicity Study, p. 12.
37. Ibid.
38. Ibid.
39. Ibid.
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2.3.4. Wall/Nordicity’s execution is unsound
In addition to the poor design, the Study also suffers from a lack of proper execution, meticulous data
collection, and the objective interpretation of experimental results, which are requirements for a useful
study.40 The most troublesome execution errors include the lack of transparency, inconsistent data
comparisons, and factual and mathematical errors.

2.3.5. Lack of transparency
A particularly troublesome issue is the Study’s lack of
transparency. Critical details are missing from the report.
Most important, Wall/Nordicity does not divulge the
databases for the annual editions. Thus, it is impossible
to ascertain which prices Wall/Nordicity harvested and
whether all providers offered plans for each of Wall/
Nordicity’s Levels. For instance, in Vancouver, there is only
one provider, Shaw, that currently offers Level 5 fixed
broadband service. The 2017 Study failed to disclose how
it dealt with this fact and whether the 2017 Study rests
on a single observation in that instance.41 Similarly, the
explanation of how Wall/Nordicity arrived at market shares
is seriously lacking. For Canada, Nordicity explains:
City-specific prices for each of the stand-alone and
bundled service baskets offered by the service providers
listed in Table A.1 were weighted according to each
service provider’s estimated subscriber-based market
share. Similarly, in calculating Canada-wide market
prices, city-specific prices were aggregated and weighted
according to city population.42
In a footnote to the above, Nordicity elaborates:
	The estimated market shares were drawn from the
CRTC’s annual Communications Monitoring Report
(CMR) for 2016 and 2015. Consistent with the previous
year’s report, we estimated market shares for wireline
services on a city-specific basis whereas for mobile
wireless services and residential broadband services, the
estimates were based on province-specific, national data
respectively.43

For mobile wireless telephony services, this claim is
simply incorrect. As reported by the CRTC, the 2016
Communications Monitoring Report (CMR) only “displays
the market shares owned by the major [mobile wireless
service providers], excluding Wind and Eastlink, in
Canada’s provinces and territories.”44 Thus, it remains
unclear how the Study relied on the CMR to derive
“province-specific” market shares for a plethora of
providers, including Eastlink, PC Mobile, Petro-Canada
Mobile, 7-Eleven, Freedom Mobile, Primus, and the
second-tier brands Fido and Chatr (both Rogers), Virgin
(Bell), and Koodo and Public Mobile (both TELUS).45
Furthermore, the CMR reports only the national fixed
broadband (residential Internet) subscriber data by type of
provider (e.g., incumbent telecommunications providers,
cable-based providers, etc.).46 Again, this raises the
question of how Wall/Nordicity developed national market
shares for companies such as TekSavvy, Primus, Distributel,
and others.
Relatedly, the Wall/Nordicity Study does not offer even
minimal information about its estimation of the market
shares of providers abroad. There is also no discussion of
whether the cities in the United States were handled the
same as those in Canada, and, if so, what sources were
used to estimate city-level shares.47

40. See Reference Manual on Scientific Evidence, p. xiii.
41. There are examples in the 2017 Nordicity Study of instances of single observations (e.g., for mobile wireless in France, “where the only operator offering Level 4 service in 2017
decreased its prices from last year”), but it is unclear to what extent these instances are recorded. (2017 Nordicity Study, p. 38; see also pp. 48, 53.)
42. Ibid., p. 23.
43. Ibid.
44. CRTC, Communications Monitoring Report 2016, Table 5.5.8.
45. 2017 Nordicity Study, p. 33 for secondary brands.
46. See CRTC, Communications Monitoring Report 2016, Table 5.3.4.
47. See 2017 Nordicity Study, Table A2 for a list of U.S. cities and the service providers for whom shares were estimated.
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2.3.6. Inconsistent comparisons
With respect to the international comparison for fixed
telephony prices, in its 2017 Study, Nordicity excluded
an international comparison of fixed telephony services,
simply stating, “for this year the international price
comparison was removed.”48 This appears to be the first
year that the consultancies did not include an international
comparison for fixed telephony services, making it
particularly important to provide the reader with an
explanation of why it eliminated this comparison.

48. 2017 Nordicity Study, p. 3; see also pp. 20, 94.

There are also a series of non-international comparisons
included in the Study that one would not expect to be
part of an international comparison—at least not without
further explanation of how the comparison adds to
the Study’s hypothesis. For instance, in 2017, Nordicity
included domestic price comparisons for all service
baskets.
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2.3.7. Factual and mathematical errors
Finally, the Wall/Nordicity Study also suffers from quality
problems, including several incorrect factual statements,
apparent data issues, and mathematical errors. For
instance, the 2017 edition of the Study reports collecting
data from both Xfinity and Comcast, raising concerns with
respect to factual accuracy because Xfinity is a tradename
of Comcast Communications, LLC.
Relatedly, with Comcast and Xfinity being the same
provider, it is unclear how the 2017 Study met ISED’s
requirement of “a minimum of three providers per service/
section.”49 As an example, for Minneapolis, Table A2 of the
2017 Study lists CenturyLink, Comcast, and Xfinity, which
are only two separate entities. The same error applies for
Seattle. Because of the Study’s lack of transparency, it is
unclear whether the Study included the same data twice
or whether the inclusion of Xfinity is a typo and another
service provider was included.
There are also mathematical errors in the Study. These
are apparent in the limited areas where sufficient details

exist to replicate the work. For instance, consider the
data entry for Regina in Table 6 of the 2017 Study, which
purportedly compares mobile wireless telephony prices
in Regina between incumbents and regional providers
on a Level-by-Level basis. For each Level, the incumbents
charge lower prices than regional providers do (e.g., the
reported differential is positive). However, in the last
column in the table, Nordicity erroneously reports that on
average the incumbents charge higher prices than regional
providers do (e.g., the reported differential is negative).
Basic mathematics tells us that the average of a set of
positive numbers cannot be negative.50 Nordicity’s result
for Regina and its results for the other cities in the table
lead Nordicity to conclude erroneously, “Overall, regional
operators’ prices were lower than incumbents’ by a range
of 6.92% to 26.63% for all service basket levels.”51 Table 5
summarizes Nordicity’s calculations for Regina and adds
the necessary corrections, demonstrating that Nordicity
reported the exact opposite of what its own data show.

Table 5 Regina Incumbent and Regional Mobile Wireless Telephony Prices

City
REGINA

Provider Type

Level 1

Level 2

Level 3

Level 4

Level 5

Level 6

Nordicity
Average

Corrected
Average

Incumbents

$28.95

35.62

45.62

n/a

60.62

184.09

$70.98

$42.70

Regional

$30.83

35.83

70.83

n/a

80.83

n/a

$54.58

$54.58

6.5%

0.6%

55.3%

n/a

33.3%

n/a

-23.1%

27.8%

Differential

49. RFP, p. 4.
50. The error occurs because Nordicity included Level 6 in the incumbents’ average and did not include it in the regional providers’ average because the regional providers did not
offer it.
51. 2017 Nordicity Study, p. 32.
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The error extends beyond Regina. For instance, in
Winnipeg, Nordicity erroneously reports that regional
providers offer lower prices (i.e., 19.2 percent lower) than
the incumbents do when in fact the regional providers are
27.7 percent more expensive.
Mathematical errors are also present in Table 8 of the 2017
Study that compares prices offered by incumbent mobile
wireless service providers and MVNOs. In calculating the
city average, it appears that Nordicity did not include Level
1 data for each of the Canadian cities, thereby yielding
incorrect averages.
Additionally, in comparing the (incorrect) results in Table 8
to the same table in the 2016 Study, Nordicity concludes,
“Overall, the price differential between incumbents and
resellers/MVNOs increased from 9.90% to 13.26%, in
comparison to last year.”52 Nordicity omits the fact that in
2016 “Primus and Petro-Canada were excluded from the
service basket Level 3 average due to their abnormally
high prices (Primus: $115.62 and Petro Canada Mobile:
$141.25).”53 However, in the 2017 Study, it appears that
Nordicity elected to include the companies as prices for
Level 3 are significantly higher than for Level 4—the
very issue that caused Nordicity to exclude Primus and
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Petro-Canada the previous year. Although Wall/Nordicity
provides insufficient detail or the database to replicate the
results, it appears that the Study relies on inconsistent and
random assumptions. It also erroneously reports a price
increase when the increase appears to be the result of the
Study’s inconsistent assumptions.
Although ISED set out to control the quality of the
consultancy report, there are errors remaining. The basic
errors in the 2017 Study raise additional questions about
other errors in the material that Wall/Nordicity elected not
to make public. Although an audit of previous editions of
the Study was not performed, some of the same errors
also appear in previous versions.54 Chief among them is the
pricing database that Wall/Nordicity collected and used as
the basis for the analyses.
Figure 5 summarizes the errors in the Wall/Nordicity
methodology and its execution. It illustrates that the
Study is fatally flawed and no remedy is available to
address these problems. Rather, to properly interpret the
data and provide accurate responses to ISED’s questions,
a fundamental redesign of the study methodology is
required.

52. Ibid., p. 35
53. 2016 Nordicity Study, p. 33.
54. See, for instance, Tables 3 and 4 in the 2015 Study in which the same averaging error appears as in Table 6 of the 2017 Study. In Wall’s 2015 report, Level 5 prices should be
excluded from Halifax. (See Wall Communications Inc., “Price Comparisons of Wireline, Wireless and Internet Services in Canada and with Foreign Jurisdictions,” March 30, 2015,
pp. 20, 22.)
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Figure 5 Illustration of the Wall/Nordicity Errors

The study fails to identify a
problem it attempts to resolve,
causing parties to incorrectly
interpret its results.

Incorrectly
ignores promotions,
thereby omitting
the most attractive
prices.

Wall/Nordicity Study Methodology

1

For each provider in a given country, city, and service basket,
record the retail prices for plans cheapest to meet Level 1.

2

Repeat for all cities in the given country.

3

Calculate the average price using provider market share
and city population.

4

Repeat steps 1-3 for all Wall/Nordicity demand levels.

5

Repeat steps 1-4 for all other study countries.

6

Repeat steps 1-5 for all service baskets.

7

Compare average country prices by service basket
in seven benchmark countries to Canada.

The study fails to
arrive at a conclusion,
causing parties to
incorrectly interpret its
results.

Demand levels
lack support and do
not reflect consumer
demand.

Creates a
meaningless average
as it averages
entirely different
plans and different
network qualities.

Comparisons contain
several factual and
mathematical errors,
Study fails to disclose its
database for third-party
inspection, and conducts
inconsistent comparisons.

Compares apples to oranges as country
averages are already meaningless and
comparing country averages further ignores
plan, network, and country differences.
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3

The Components of an Accurate
Price Comparison

An accurate price comparison must follow the scientific method and include
a testable hypothesis, a properly designed study methodology, and accurate
data collection and interpretation. Following is a recommended accurate price
comparison of communications services in Canada for ISED’s select benchmark
countries.

3.1. Benchmark Countries and Evaluation Methodology
3.1.1. International precedent
International comparisons are not new, and several
regulatory bodies conduct them routinely. For instance,
the U.S. Broadband Data Improvement Act (BDIA) states:
[T]he Federal Communications Commission shall include
information comparing the extent of broadband service
capability (including data transmission speeds and
price for broadband service capability) in a total of 75
communities in at least 25 countries abroad for each of
the data rate benchmarks for broadband service utilized
by the Commission to reflect different speed tiers.55

The primary purpose of the comparison is to assess
“whether advanced telecommunications capability is being
deployed to all Americans in a reasonable and timely
fashion.”56 The FCC considers price an element of service
capability and thus includes a price comparison. More
important, price is not the sole or even primary focus of
the international comparison. Specifically:

55. 47 U.S.C. Ch.12: Broadband, §1303 – Improving Federal data on broadband, http://uscode.house.gov/view.xhtml?path=/prelim@title47/chapter12&edition=prelim.
56. 47 U.S.C. § 1302 – Advanced telecommunications incentives, (b) Inquiry.
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The BDIA requires the Commission to include as part
of its assessment in the annual broadband deployment
report “information comparing the extent of broadband
service capability (including data transmission speeds
and price for broadband service capability) … for each of
the data rate benchmarks for broadband service utilized
by the Commission to reflect different speed tiers.” The
BDIA directs the Commission to choose international
communities comparable to various communities in the
United States with respect to population size, population
density, topography, and demographic profile … The
Commission must “identify relevant similarities and
differences in each community, including their market
structures, the number of competitors, the number of
facilities-based providers, the types of technologies
deployed by such providers, the applications and
services those technologies enable, the regulatory model
under which broadband service capability is provided,
the types of applications and services used, business
and residential use of such services, and other media
available to consumers” (footnotes omitted).57
The FCC uses its international database (which contains
at least 25 countries) to make an evaluation using three
different methodologies. The first, used by the FCC in
previous reports, takes the unweighted average prices for
(a) standalone broadband plans within certain download
speed ranges and (b) mobile broadband plans within
bands of data usage allowances. In its latest report, the
FCC added two additional methodologies “[t]o more
closely match the characteristics of the comparison
communities and their broadband offerings with [in
their case] the United States.”58 The two additional
methodologies are a broadband price index and a hedonic
price index.
With its annual International Communications Market
Report, the British regulator Ofcom also conducts an
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international comparison. The regulator explains, “The aim
of the report is to compare the UK communications sector
with a range of countries in order to assess how the UK is
performing in an international context.”59 In fact, the rest
of the report reads:
This report is intended to be used in a number of
ways: to benchmark the UK’s communications sector,
to learn from market and regulatory developments
in other countries, and to provide the context for
Ofcom’s regulatory initiatives. It also contributes to the
information we draw upon, enabling us to understand
how our actions and priorities can influence outcomes
for citizens and consumers, and for communications
markets generally. This report complements other
research published by Ofcom….60
Much like the FCC, however, price is not the only variable
by which Ofcom conducts this comparison.61 Ofcom
compares the UK “against 16 comparator countries”:
France, Germany, Italy, the United States, Japan, Australia,
Spain, Sweden, The Netherlands, Poland, South Korea,
Brazil, Russia, India, China, and Nigeria.62 Ofcom uses
an approach that compares the “best prices available
from the leading providers by retail market share in each
country to buy a ‘basket’ of services. Baskets are based
on typical usage levels for low, medium, and high users,
as defined by the OECD.”63 Although this approach is
similar (but not identical) to the method used by ISED,
Ofcom clearly lists the limitations of such an approach.
The regulator underscores the importance of keeping
these limitations in mind when interpreting the results.
Ofcom highlights, “Our pricing analysis is based on a
limited number of baskets, when actual consumer use will
span a much wider range of types of use.”64 For example,
consumer take-up differs by plan and consumers might
not purchase the cheapest plan for their demand level.

57. FCC, International Comparison Requirements Pursuant to the Broadband Data Improvement Act, GN Docket No. 17-199, Sixth Report, DA 18-99, rel. Feb. 2, 2018, ¶ 2.
58. Ibid., ¶ 13.
59. Ofcom, “International Communications Market Report 2017,” December 18, 2017, p. 5.
60. Ibid.
61. For example, the Ofcom report ranks the UK with regard to fixed and mobile broadband but notes that population distribution, housing patterns, topography, and regulatory
approaches and government intervention can affect rankings. (See Ofcom, “International Communications Market Report 2017,” December 18, 2017, pp. 52, 56, https://www.ofcom.
org.uk/__data/assets/pdf_file/0032/108896/icmr-2017.pdf.)
62. Ibid., p. 4.
63. Ibid., p. 38.
64. Ibid., p. 39.
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3.1.2. Revised objective and properly designed study methodology
The FCC’s and Ofcom’s approaches provide valuable
lessons for an accurate price comparison. First, in contrast
to the at least 25 countries in the FCC study and the 16
countries in the Ofcom study, ISED compares Canada to
merely seven countries. As explained below, this relatively
short list of countries leads to several study limitations.
Second, neither the FCC nor Ofcom relies on the price
comparison alone to draw competition and regulatory
conclusions. Third, as illustrated by the FCC, a proper
data analysis requires more sophisticated data evaluation
methodologies, including regression analysis.

the hypothesis that prices for communications services in
Canada exceed those of ISED’s benchmark countries. A
regression analysis establishes the relationship between
retail prices in the benchmark countries (expressed in
Canadian dollars and adjusted for the difference in
purchasing power) and a set of attributes that determine
the retail price. This relationship can then forecast
the price a foreign provider would charge in Canada.
Comparing these forecast prices to actual prices in
Canada, in turn, determines whether prices in Canada are
higher or lower than abroad.

Regression analysis has become one of the most widely
used statistical tools for analyzing multifactor data. It
is appealing because it provides a conceptually simple
method for investigating functional relationships among
variables. The standard approach in regression analysis
is to use a sample of data to compute an estimate of the
proposed relationship….65

The regression method corrects for the most fundamental
error in the Wall/Nordicity Study that compares retail
prices without adjusting for differences in plans. Thus,
although a Canadian plan might be more expensive in
absolute terms (i.e., the monthly out-of-pocket expenses
incurred by a subscriber) than a plan abroad, or vice versa,
observing absolute prices is meaningless as it fails to
recognize that the plans are not identical. The regression
methodology adjusts (normalizes) for differences in plans
and thus compares identical plans, offered on identical
networks, in identical countries.

Based on these considerations and basic economic
principles, a redesign of ISED’s price comparison must rely
on an econometric evaluation of the price data to test

65. Samprit Chatterjee and Bertram Price, “Regression Analysis by Example,” 2nd ed. (John Wiley & Sons, 1977), p. vii.
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Consider the following simplified example to illustrate the methodology. Assume that prices abroad for
mobile wireless services are the result of the voice, data, and SMS monthly allowances. For example, 100
minutes of voice add CAD 1.00, 100 MBs of data add CAD 2.00, and 1,000 SMSs add 0.50. Thus, a provider
offering a plan with 800 minutes of voice, 3,000 MBs of data, and 1,000 SMSs is forecasted to charge (8 x
CAD 1) + (30 x CAD 2) + (1 x CAD 0.5) = CAD 68.50 per month. If a Canadian provider, albeit an incumbent,
regional, or a reseller, offers that exact plan below CAD 68.50 (holding other aspects constant), the price for
this plan is cheaper in Canada than what foreign providers would charge for the same plan. Conversely, if the
price is higher, it is more expensive.
As explained below, variables that influence retail
prices extend far beyond monthly voice, data, and
SMS allowances and include additional plan attributes,
network characteristics, and country-specific variables
that influence the cost of furnishing the services. Thus,
an accurate price comparison for Canada relies on a
regression analysis that considers three categories of
variables:
(1) plan attributes (e.g., voice, data, SMS, term contract,
etc.);
(2) network attributes (e.g., network speed and quality);
and
(3) country attributes (e.g., labor cost, size, population
density, percentage urban, temperature, etc.).

To stay within the confines of ISED’s RFP (which intends
to compare Canada to the remaining G7 countries
plus Australia), a redesigned study can retain the same
countries, cities, and providers as specified by ISED.
However, although this allows a comparison to the 2017
Nordicity Study and any subsequent editions, it also limits
the analysis. As country variables are identical for each
observation (where an observation is a plan offered by a
provider in a benchmark city and country), there is only
minimal variation in the benchmark dataset, thus making
it difficult to evaluate how country attributes affect retail
prices. Consequently, a redesign must consider expanding
the list of benchmark countries to 25 countries, much as
the FCC did.66

66. Evaluating how an attribute affects the retail price becomes far more robust when at least 24 observations are present (due to the law of large numbers). Hence, the FCC’s
number of 25 countries is superior to Ofcom’s list of 16 benchmark countries.
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3.2. Communications Services Covered
ISED requests a comparison of prices for the following
five service baskets.
(1)

Wireline telephony

(2)

Mobile wireless telephony

(3)

Fixed broadband Internet

(4)

Mobile broadband Internet

(5)

Bundled services

For services to be truly comparable, the providers
must sell them in sufficiently similar ways in the study
countries, thereby making a comparison meaningful.
Wireline telephony does not meet this requirement because there are significantly different business models
around the world. Providers in Europe generally distinguish between calls to wireline subscribers and mobile
wireless subscribers (i.e., most of Europe has CPP
service). Providers often charge metered rates for wireline service, or it is subject to a two-part tariff with a
monthly fee that includes a certain number of minutes
with additional minutes charged on a metered basis. In
the United States, there is a distinction between local,
long distance, and international calling. Importantly,
long distance calling is mostly domestic. This is not the
case in Canada because long distance mostly includes
calls to the United States and in many instances other
countries. Additionally, in many countries, standalone
wireline telephony is subject to regulation and not
necessarily representative of market rates.
Based on these characteristics, wireline telephony

services do not lend themselves to an accurate international comparison, thus the redesign should eliminate
the wireline telephony basket from the Study. With demand for standalone wireline telephony dwindling, this
does not materially affect the Study. In fact, the 2017
Nordicity Study opted not to include an international
comparison for wireline telephony services.
Evaluating bundled services is similarly challenging.
A bundle of communications services can consist of
double play, triple play, or quadruple play. Additionally,
double-play bundles could combine fixed voice and
fixed data, fixed data and TV, or some other combination. Similarly, triple-play bundles can include different
services. To compare bundles accurately, only bundles
containing the same services can be compared. This,
however, would require harvesting data from all of the
benchmark countries for each bundle definition for
which ISED elects to compare prices. This is not practical and offers little, if any, additional information. An
evaluation of standalone services suffices to evaluate
retail prices in Canada because it is unlikely that the
prices for bundled services follow a different trend than
standalone services.
Based on these considerations, the revised pricing
comparison study excludes comparisons of the wireline
telephony and the bundled services baskets and instead
focuses on comparing the prices for mobile wireless
telephony, mobile broadband Internet (i.e., mobile data
only), and fixed broadband Internet plans.

3.3. Relevant Study Variables
Important shortcomings of the Wall/Nordicity
methodology include the omission of key plan attributes,
the complete oversight of network qualities, and the
absence of country-specific characteristics. The Wall/
Nordicity Study incorrectly assumes that all plans at a
given (artificial) demand level are identical, all networks
in a given service basket are the same quality, and the
cost structures for all countries are indistinguishable. To

remedy this serious omission, a regression-based study
must include the key variables relevant to the purchase
decision and thus responsible for forming the retail
price. Appendix A provides a comprehensive list of these
variables, separated by the service baskets covered under
the regression-based study.
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3.4. Data Collection
NERA collected the necessary information from the providers’ websites from March through June 2018. Occasionally,
phone calls to customer service departments were necessary to clarify certain plan features. As summarized in Table 6,
NERA tabulated 724 plans of which 425 were Canadian with the residual 299 being plans offered by the international
benchmark providers.

Table 6 NERA Database
Service Basket

Benchmarks

Canada

Mobile Wireless Telephony

112

246

Mobile Broadband Internet

103

111

Fixed Broadband Internet

84

68

299

425

Total

Specifically, for each selected provider in each city,
the study includes three plans. For the mobile wireless
telephony basket, the study includes the plan with the
lowest data allowance, the highest data allowance, and
a plan in between the highest and lowest. For the fixed
broadband Internet basket, the study relies on the plan
with the slowest download speed, the fastest download
speed, and a plan in between the highest and lowest. For
the mobile broadband Internet basket, the Study uses the
plan with the lowest data allowance, the highest data
allowance, and a plan in between the highest and lowest.
Unlike previous Study iterations, ISED’s 2018 RFP calls for
the Study to “include flanker brands in the average rates
for Mobile Wireless Service (value brands include; Fido,
Koodo, and Virgin Mobile).”67 Thus, the revised study relies
on an expanded dataset that includes the following flanker
or value brands:

67. RFP, p. 4.

• Virgin Mobile (Bell);
• Lucky Mobile (Bell);
• Chatr (Rogers);
• Fido (Rogers);
• Koodo (TELUS); and
• Public Mobile (TELUS).
Unlike Wall/Nordicity, this revised study includes
promotions because they are actual purchase options for
consumers. Furthermore, promotions are often available
for an extended period and frequently are replaced
by other promotions. Consistent with Wall/Nordicity’s
methodology, the study is limited to plans for new
residential subscribers. Activation fees were amortized
using straight-line depreciation over the length of the term
contract. For plans with no term requirement, an expected
subscriber life of 24 months is assumed. If plans were
available with or without a handset, the plan without the
handset is selected to ensure that the study only captures
the value of the plan itself. All prices are pre-tax.
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3.5. Data Interpretation
The regression model described above forecasts the prices
for each of the 425 plans in the Canadian sample and
then compares the forecasts to actual prices. The resulting
two price vectors (benchmark prices and actual prices)
are compared on three levels. First, on the country level,
the revised study contrasts the number of plans that fall
below the benchmark (i.e., are cheaper than international
benchmarks for the same plan) to those that fall above
the benchmark (i.e., are more expensive than what the
international benchmarks providers would charge for the
same plan). Canadian subscribers face similar price levels if
there is an approximately even split between the number
of plans that fall below and above the international
benchmark. Canada is cheaper if significantly more plans
fall below the international benchmark, and it is more
expensive if the opposite applies.
Second, on the provider level, the revised study assesses
whether national providers differ from regional providers
with respect to their pricing relative to the international

benchmark. This comparison also identifies providers
that are consistently below or above the international
threshold. Third, the results are interpreted on the city
level, examining whether there is a marked difference in
pricing among ISED’s list of Canadian cities.
This three-pronged aspect of the revised study results
provides answers to the following questions. Do Canadian
subscribers face higher, lower, or similar price levels
as their benchmark peers? Do regional providers and
MVNOs offer cheaper prices relative to international
benchmarks than nationwide providers do? Do cities with
more providers exhibit lower price levels relative to the
international benchmark?
Figure 6 provides a summary illustration of the regressionbased study framework that addresses the shortcomings
of the Wall/Nordicity Study framework. Table 7 compares
the revised study to ISED’s study objectives.
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Figure 6 NERA Study Overview

NERA Proper Price Comparison

1

State the hypothesis to be examined (i.e., prices in Canada are higher than
in G7 + Australia benchmark countries).

2

Build a database of retail prices for ISED’s study baskets, countries, cities,
and providers, including promotions.

3

Determine the statistical relationship between prices and plan, network,
and country characteristics in the benchmark countries ( i.e., using
regression analysis, find out what explains differences in prices abroad).

4

Based on this relationship, forecast the retail prices that the average
international provider would charge for the Canadian plans in the study.

5

Compare forecast benchmark prices to actual prices for Canadian plans in
the study. If actual prices are above the benchmark, the Canadian plan is
more expensive than the international benchmark and vice-versa.

6

Examine results at the country, provider, and city level.

7

Perform robustness tests on results by comparing international benchmark
prices against additional Canadian plans and TELUS’ most popular plans.

8

Present the study conclusion, which rejects the stated hypothesis –
i.e., prices in Canada are generally lower, not higher, than what an
international provider would charge for the same plans on the same
networks in Canada.

9

Present supporting documentation and assumptions including access to
the electronic database for third-party inspection.
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Table 7 ISED Requirements and NERA Implementation

Study Element

ISED Requirement

NERA Study

Testable Hypothesis

No objective, simply requesting to
compare Canadian retail prices for five
types of communications services to
those in the remaining G7 countries and
Australia

Prices for communications services in
Canada are high relative to select foreign
jurisdictions

Benchmark Countries

USA, Japan, Germany, France, UK, Italy,
Australia

Unchanged from ISED requirement

Benchmark Cities

Boston, Kansas City, Minneapolis, Seattle,
Sydney, London, Paris, Rome, Berlin,
Tokyo

Unchanged from ISED requirement

Canadian Cities

Halifax, Montreal, Toronto, Winnipeg,
Regina, Vancouver

Unchanged from ISED requirement

Benchmark Providers

Three to six specific providers by city and
country

Unchanged from ISED requirement*

Canadian Providers

Specific nationwide providers, MVNOs,
flanker brands

Unchanged from ISED requirement

Service Baskets

Fixed broadband Internet, mobile wireless
telephony, mobile wireless Internet,
bundled services

Fixed broadband Internet, mobile wireless
telephony, mobile wireless Internet

*With the exception of Windstream in the U.S., which no longer serves retail customers.
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4

An Accurate Price Comparison Shows Canadian
Prices Below International Benchmarks

4.1. Mobile Wireless Telephony Prices in Canada are
Lower than International Benchmarks
As detailed in Appendix C1, there is a strong statistical
relationship between the retail prices of mobile telephony
plans offered in the benchmark countries (expressed
in Canadian dollars and adjusted for purchasing power
parity) and their features, quality attributes, and the
environments in which providers offer these services. In
fact, the following variables explain about 76 percent of
the differences in the benchmark countries’ retail prices for
mobile telephony services (although not all are statistically
significant on an individual basis).
• Whether the plan requires a term contract
• Length of term agreement
• Data download speed
• Whether the plan includes unlimited data
• Monthly data allowance
• Whether the plan includes unlimited voice
• Monthly voice allowance
• Whether the plan includes unlimited SMS

• Monthly SMS allowance
• Percentage of subscribers living in urban areas
• Country size (in square kilometers)
• Size of the network relative to country size
• Gross domestic product per capita
• Whether the plan is entry, mid, or top level in terms of
the monthly data cap
• Whether the country employs CPP or WPP/RPP
Based on this relationship, the prices that an average
international provider would charge for the 246 Canadian
mobile telephony plans in the database can be forecast.
This forecast accounts for differences in plan, network,
and country attributes and thus remedies the principal
problem with the Wall/Nordicity basket methodology,
which treats all plans in the comparison (including
networks and countries) as identical.

33

An Accurate Price Comparison Shows Canadian Prices Below International Benchmarks

4.1.1. Country-level results: Canadian
prices are lower than international prices
Comparing the forecasts at the country level
demonstrates that of the 246 Canadian mobile telephony
plans in the study 197 plans (80 percent) have prices that
are below the forecast international benchmark prices.
The residual 49 plans (20 percent) have prices that are
above the forecast international benchmark prices. Table
8 summarizes the country-level results.
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Table 8 Country-level Results – Mobile
Telephony
Number
of plans

Percentage

Above Benchmark

49

19.9

Below Benchmark

197

80.1

246

100

Result

Total

Thus, correctly interpreted at the country level, Canada’s prices for mobile telephony services are generally cheaper than
the prices providers in ISED’s seven benchmark countries would charge for the same plans. This result dispels the claims
that “Canadians pay some of the highest prices in the industrialized world for mobile wireless services,”68 and “Canadians
continue to pay more for wireless service than the majority of their peers living in G7 countries and Australia.”69 It also
illustrates the significant harm that an ill-designed and poorly executed study can do to an industry by inducing market
distorting regulatory policies.

68. Reconsideration Of Telecom Decision 2017-56 Regarding Final Terms And Conditions For Wholesale Mobile Wireless Roaming Service, Telecom Notice Of Consultation CRTC 2017259, 20 July 2017, Intervention of Ice Wireless Inc., September 8, 2017, p. 13.
69. Emily Jackson, “Canadian mobile phone bills still rank among the most expensive in G7: CRTC report,” Financial Post, August 11, 2016, http://business.financialpost.com/
technology/canadian-mobile-phone-bills-still-rank-among-most-expensive-in-g7-crtc-report.
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4.1.2. Provider-level results: Regional providers are not cheaper relative to
international benchmarks
roaming) do not translate into more regional plans being
priced below the international benchmark.

Table 9 summarizes the provider-level results
demonstrating that Canadian providers, with the
exception of Rogers and Eastlink, price most of their plans
in the revised study below international benchmarks.
Table 9 also disproves the claim that regional providers
always offer cheaper prices, at least as it pertains to the
international benchmark. In fact, in several instances, the
revised study results for national and regional providers
are identical. This finding suggests that the long-standing
government subsidies and assistance programs (e.g.,
spectrum set-asides and cost-based wholesale domestic

Relatedly, the revised study finds that MVNOs do not offer
more lower-priced plans than the national or regional
providers do. Again, this casts doubt on the long-standing
claim that MVNOs always offer cheaper prices, are
an important market force, and are socially desirable.
Ultimately, whether it is a national or regional provider or
an MVNO, the providers price most of their plans below
the international threshold.

Table 9 Provider-level Results – Mobile Wireless Telephony
7-Eleven

Bell

Chatr

Eastlink

Fido

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

6

33

2

11

0

0

2

67

5

28

Below Benchmark

12

67

16

89

18

100

1

33

13

72

Total

18

100

18

100

18

100

3

100

18

100

Freedom

Koodo

Lucky Mobile

MTS

PC Mobile

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

0

0

0

0

0

0

1

33

6

33

Below Benchmark

6

100

18

100

12

100

2

67

12

67

Total

6

100

18

100

12

100

3

100

18

100

Petro-Canada

Primus

Rogers

Public Mobile

SaskTel

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

6

33

0

0

0

0

12

67

0

0

Below Benchmark

12

67

18

100

18

100

6

33

3

100

Total

18

100

18

100

18

100

18

100

3

100

TELUS

Videotron

Virgin

Total

Result

#

%

#

%

#

%

#

%

Above Benchmark

3

17

0

0

6

33

49

20

Below Benchmark

15

83

3

100

12

67

197

80

Total

18

100

3

100

18

100

246

100
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4.1.3. City-level results: More choice does not create lower prices
In 2017, as part of its review of Bell’s acquisition of MTS,
the Competition Bureau concluded:

Bureau concluded that the lower prices are caused by
the presence of a strong regional competitor who can
disrupt the effects of coordination among Bell, TELUS
and Rogers.70

	[T]hat 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.
Conversely, the Bureau concluded that where Bell,
TELUS and Rogers face competition from a strong
regional competitor, prices are substantially lower. The

Although the Competition Bureau did not disclose the
details of its analysis, the revised study directly contradicts
this claim. As shown in Table 10, there are no significant
differences relative to the international benchmark across
Canadian cities.

Table 10 City-Level Results – Mobile Wireless Telephony
Halifax

Montreal

Regina

Toronto

Vancouver

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

13

33

6

15

5

12

9

21

10

24

Below Benchmark

26

67

33

85

37

88

33

79

32

76

Total

39

100

39

100

42

100

42

100

42

100

Result

#

%

#

%

Above Benchmark

6

14

49

20

Below Benchmark

36

86

197

80

Total

42

100

246

100

Winnipeg

Total

ISED includes SaskTel in the city of Regina. The
Competition Bureau presumably considers SaskTel
“a strong regional competitor” and seems to suggest
that Regina would have more plans below the benchmark
and the other cities would have more plans above the
benchmark.71 However, not only do all cities have more
plans below the benchmark, the results in Regina are
almost identical to the results in Montreal. This contradicts
the Bureau’s claim that regional providers offer
lower prices.

The results above present a clear and simple picture:
Competitive forces in Canada’s mobile wireless market
segment are working properly, and there is no evidence
that there is individual or collective market power let alone
the exercise of such.

70. Competition Bureau, “Competition Bureau statement regarding Bell’s acquisition of MTS,” Government of Canada, February. 15, 2017, http://www.competitionbureau.gc.ca/eic/
site/cb-bc.nsf/eng/04200.html.
71. Ibid.
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4.2. Mobile Broadband Internet Prices in Canada are
Lower than International Benchmarks

As detailed in Appendix C2, there is a strong statistical
relationship between the retail price of a mobile
broadband Internet (or mobile wireless data only)
plan (expressed in Canadian dollars and adjusted for
purchasing power parity) and its features, quality, and the
environment in which the providers offer the service. In
fact, the following variables explain about 75 percent of
the differences in the benchmark countries’ retail prices for
mobile broadband Internet services (although not all are
statistically significant on an individual basis).
• Whether the plan requires a term contract
• Length of the term contract
• Data download speed
• Monthly data allowance
• Percentage of subscribers living in urban areas

• Country size (in square kilometers)
• Size of the network relative to country size
• Gross domestic product per capita
• Whether the plan is entry, mid, or top level in terms of
the monthly data cap
Based on this relationship, the prices that an average
international provider would charge for the 111 Canadian
data only plans in the database can be forecast. This
forecast accounts for differences in plan, network, and
country attributes and thus remedies the principle problem
with the Wall/Nordicity basket methodology, which
treats all plans in the comparison (including networks and
countries) as identical.
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4.2.1. Country-level results: Canadian
prices are lower than international prices

Table 11 Country-level Results – Mobile
Broadband Internet

Comparing the forecasts at the country level
demonstrates that of the 111 Canadian data only plans
in the study 89 plans (80 percent) have prices that are
below the forecast international benchmark prices. The
residual 22 plans (20 percent) have prices that are above
the forecast international benchmark prices. Table 11
summarizes the country-level results.

Number
of plans

Percentage

Above Benchmark

22

19.8

Below Benchmark

89

80.2

111

100

Result

Total

data-only plans.”72 Canada’s prices for data only plans
are already below international benchmarks, making the
introduction of additional plans superfluous at best. Once
more, the result also illustrates the significant harm that
an ill-designed and poorly executed study can do to an
industry.

Thus, correctly analyzed on the country level, Canada’s
prices for mobile broadband Internet service are generally
cheaper than the prices in ISED’s seven benchmark
countries. This strong result negates the CRTC’s claim
that there is a need “to improve choice and affordability
for mobile wireless services” by introducing “lower-cost

4.2.2. Provider-level results: Regional providers are not cheaper relative to international
benchmarks
Table 12 summarizes the provider-level results that demonstrate there is no evidence supporting the claim that nonincumbent providers offer categorically lower prices for mobile broadband Internet service.

Table 12 Provider-level Results – Mobile Broadband Internet
Bell

Fido

MTS

Public Mobile

Rogers

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

12

67

0

0

0

0

0

0

6

50

Below Benchmark

6

33

18

100

3

100

18

100

6

50

Total

18

100

18

100

3

100

18

100

12

100

SaskTel

TELUS

Videotron

Virgin

Total

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

1

33

0

0

3

100

0

0

22

20

Below Benchmark

2

67

18

100

0

0

18

100

89

80

Total

3

100

18

100

3

100

18

100

111

100

72. CRTC, Telecom Decision CRTC 2018-97, “Reconsideration of Telecom Decision 2017-56 regarding final terms and conditions for wholesale mobile wireless roaming service,” March
22, 2018, https://crtc.gc.ca/eng/archive/2018/2018-97.htm.
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In fact, Videotron’s three plans are all above the
international benchmark. This contrasts with TELUS whose
18 plans are all below the benchmark. This result corrects
Wall/Nordicity’s incorrect price assessment for mobile
broadband Internet plans, which Ice Wireless interpreted
as showing that “Canadians pay some of the highest prices
in the industrialized world for mobile wireless services.”73
It also disproves Ice Wireless’ speculation that the alleged
high prices are “perhaps why fully 1/3rd of low-income
Canadians do not have mobile wireless service.”74 Prices
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are not high relative to ISED’s benchmark countries, and
there is no evidence that Ice Wireless and other regional
providers offer lower prices than the nationwide providers
do. This implies that the market is already fully competitive
with entrants and incumbents unable to undercut each
other’s prices. Consequently, there is no reason to
believe that providing further regulatory assistance to
regional providers (through set-aside spectrum and other
programs) would provide any consumer benefits.

4.2.3. City-level results: More choice does not create lower prices
Like mobile wireless telephony service, mobile broadband Internet service does not support the Competition Bureau’s
claim that there are coordinated effects in markets without strong regional competitors. As shown in Table 13, prices are
below international norms in all cities.

Table 13 City-Level Results – Mobile Broadband Internet
Halifax

Montreal

Regina

Toronto

Vancouver

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

3

18

6

30

4

20

3

18

3

18

Below Benchmark

14

82

14

70

16

80

14

82

14

82

Total

17

100

20

100

20

100

17

100

17

100

Winnipeg

Total

Result

#

%

#

%

Above Benchmark

3

15

22

20

Below Benchmark

17

85

89

80

Total

20

100

111

100

73. Reconsideration of Telecom Decision 2017-56 Regarding Final Terms and Conditions for Wholesale Mobile Wireless Roaming Service, Telecom Notice Of Consultation CRTC 2017259, 20 July 2017: “Intervention of Ice Wireless Inc.,” September 8, 2017, p. 13.
74. Ibid.
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4.3. Fixed Broadband Internet Prices in Canada are
Lower than International Benchmarks
As detailed in Appendix C3, there is a strong statistical
relationship between the retail price of a fixed broadband
Internet plan (expressed in Canadian dollars and adjusted
for purchasing power parity) and its features, quality, and
environment in which providers provision the service. In
fact, the following variables explain about 71 percent of
the differences in the benchmark countries’ retail prices
for fixed broadband Internet service (although not all are
statistically significant on an individual basis).
• Whether the plan requires a term contract
• Length of term agreement
• Data download speed
• Whether the Internet service is bundled with another
service (e.g., phone)

• City density (population per square kilometer)
• City size (in square kilometers)
• City gross domestic product per capita
• Whether the plan is entry, mid, or top level in terms of
the monthly data cap
Based on this relationship, the prices that an average
international provider would charge for the 68 Canadian
fixed broadband plans in the database can be forecast.
This forecast accounts for differences in plan, network,
and country attributes and thus remedies the principle
problem with the Wall/Nordicity basket methodology,
which treats all plans in the comparison (including
networks and countries) as identical.
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4.3.1. Country-level results: Canadian
prices are lower than international prices

Table 14 Country-level Results – Fixed
Broadband Internet

Comparing the forecasts at the country level
demonstrates that of the 68 Canadian fixed broadband
plans in the study 54 plans (79 percent) have prices that
are below the forecast international benchmark prices.
The residual 14 plans (21 percent) have prices that are
above the forecast international benchmark prices. Table
14 summarizes the country-level results. Thus, correctly
analyzed on the country level, Canada’s prices for fixed
broadband Internet service are generally cheaper than the
prices in ISED’s seven benchmark countries.

Number
of plans

Percentage

Above Benchmark

14

20.6

Below Benchmark

54

79.4

68

100

Result

Total

4.3.2. Provider-level results: Regional providers are not cheaper relative to international
benchmarks
Table 15 summarizes the provider-level results, demonstrating again that smaller market participants do not offer better
prices relative to the international benchmark.

Table 15 Provider-level Results – Fixed Broadband Internet
Access

Bell

Distributel

Eastlink

Fido

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

2

67

5

56

0

0

0

0

0

0

Below Benchmark

1

33

4

44

3

100

3

100

3

100

Total

3

100

9

100

3

100

3

100

3

100

MTS

Primus

Rogers

SaskTel

Shaw

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

0

0

0

0

1

33

0

0

5

83

Below Benchmark

3

100

9

100

2

67

100

1

17

Total

3

100

9

100

3

100

100

6

100

TELUS

TekSavvy

Videotron

3

Virgin

Total

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

0

0

0

0

1

33

0

0

14

21

Below Benchmark

3

100

11

100

2

67

6

100

54

79

Total

3

100

11

100

3

100

6

100

68

100
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4.3.3. City-level results: More choice does not create lower prices
Like mobile wireless telephony and mobile Internet services, fixed broadband Internet service also does not support the
Competition Bureau’s claim that there are coordinated effects in markets without strong regional competitors. As shown
in Table 16, prices are at or below international norms in all cities selected by ISED.

Table 16 City-Level Results – Fixed Broadband Internet
Halifax

Montreal

Regina

Toronto

Vancouver

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

3

38

2

13

2

33

2

10

2

17

Below Benchmark

5

63

13

87

4

67

19

90

10

83

Total

8

100

15

100

6

100

21

100

12

100

Winnipeg

Total

Result

#

%

#

%

Above Benchmark

3

50

14

21

Below Benchmark

3

50

54

79

Total

6

100

68

100
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Thus, as summarized in Table 17, correctly designing and executing the international
price comparison requested by ISED reveals Canadian prices are mostly below
international benchmarks for the three service baskets for which a comparison can be
meaningfully undertaken.

Table 17 Summary Results – Comparable Service Basket

Service Basket
Canadian Plan Evaluation

Cheaper than
international benchmark

More expensive than
international benchmark

COUNT

PERCENTAGE

COUNT

PERCENTAGE

Mobile Wireless Telephony

197

80.1

49

19.9

Mobile Broadband Internet

89

80.2

22

19.8

Fixed Broadband Internet

54

79.4

14

20.6

42
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Robustness Checks Confirm that Canadian Prices
fall below International Benchmarks
The results presented above test Canadian prices based on three plans per city and
provider. With no information as to the number of subscribers on the three sample
plans, there is a possibility that the results are driven by chance (i.e., selecting
alternative plans would yield a different result). The same is true for the results
presented in the Wall/Nordicity Study. Thus, to ensure the accuracy of the revised
study results, two robustness checks are performed. First, the number of Canadian
sample plans is increased from three to seven thereby more than doubling the
number of plans by which Canadian market performance is measured. Second,
and independently, TELUS prices and offerings of its most popular plans as of May
2018 are evaluated against the international benchmark prices. As discussed in this
section, both robustness checks confirm the initial finding that Canadian prices on
average fall below international benchmarks.

5.1. Increasing the Canadian Plan Count Confirms the Results
As described above, the database for the underlying
study consists of three plans for each Canadian provider
in each city. In this robustness check, the plan database
is expanded for all Canadian services (mobile wireless
telephony, mobile broadband Internet, and fixed
broadband Internet) by selecting two additional plans

between the entry and mid consumption plans as well as
two plans between the mid and high consumption ones,
as available.75 This higher plan count for Canada is then
compared against the international benchmark forecasts
to examine whether the initial results would change. They
did not.

75. Because plan2 and plan3 are included as plan dummies in the initial regression to account for the “entry,” “mid,” and “high” consumption in the expansion run, plans 1 and 2 are
reclassified as “entry”; plans 3, 4, and 5 as “mid” (or dummy variable plan2); and plans 6 and 7 as “high” (or dummy variable plan3).
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For the mobile wireless telephony service basket,
forecasting Canadian prices using the augmented
database results in 79.5 percent of the plans being priced
below international benchmarks compared with 80.1
percent from the initial run. The percentage of mobile
broadband Internet plans less expensive than their
international counterparts’ plans drops from 80.2 percent
in the initial run to 66.5 percent using the augmented
database. Although the percentage of Canadian plans
that are less expensive than the international benchmark
decreases, the overall result still holds as most Canadian
plans are still less expensive than the forecast international
benchmark prices. The percentage of Canadian fixed
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broadband plans that are less expensive than the
international benchmark prices drops slightly from 79.4
percent to 76.6 percent. Again, despite the slightly
different values, these results offer additional support
for the study initial conclusion: Plan prices in Canada for
mobile wireless telephony, mobile broadband Internet,
and fixed broadband Internet are lower than international
benchmarks. Moreover, provider-level results show no
evidence supporting the claim that non-incumbent
providers offer categorically lower prices, and prices are
below international norms in all cities. Appendices D1 to
D3 provide results that are more detailed.

5.2. TELUS’ Most Popular Plans are Less Expensive than the
International Benchmark
With no known subscriber count even for the expanded
database, the robustness check benchmarks TELUS’ most
popular plans against the international benchmark for a
second sensitivity run.76 This is to ensure that the revised
study results also apply to the plans most frequently
purchased by TELUS mobile wireless subscribers. With
no access to the same data from other providers, this
robustness check is limited to TELUS mobile wireless
subscribers only.
TELUS offers its basic wireless telephony plans (which
include voice minutes and SMS) separately from its data
add-ons. Thus, the most popular voice plans are randomly
paired to one of the most popular data plans. Specifically,
a random number generator selects a data add-on for
each basic phone plan, weighted by the percentage of
TELUS subscribers currently using that particular data addon. For example, if only 10 percent of TELUS subscribers
currently have a specific data add-on, the likelihood of that
data add-on being matched to any one basic telephony
plan is 10 percent. Because subscribers select a voice plan
first and a data plan second, the data plans are randomly
paired to a voice plan. However, because the data
allowance often drives a subscriber’s purchase decision, as
a separate analysis, the voice plans were also paired to a

data plan with no change in the final results.
Evaluating the voice-data combinations against the
international benchmark reveals 68.8 percent of TELUS’
most popular plans are less expensive than what an
international provider would charge for the same plans.
Evaluating the data-voice combinations against the
international benchmark reveals that TELUS prices 55.0
percent of its most popular mobile wireless plans below
the international norm.77
Similarly, benchmarking TELUS’ most popular mobile
broadband Internet plans reveals that 74.8 percent of
TELUS’ plans are priced below international benchmarks
compared with 80.2 percent from the initial run. Finally,
benchmarking TELUS’ most popular fixed broadband plans
results in 76.9 percent below the benchmark compared
with an initial result of 79.4.
Appendices E1 to E3 detail the results from this robustness
check, which confirms that TELUS offers plans priced
below international benchmarks for mobile wireless
telephony, mobile broadband Internet, and fixed
broadband plans.

76. TELUS’ most popular mobile wireless telephony plans cover 40 percent of its subscribers.
77. It is possible that the random assignment creates voice-data plan combinations that were not offered to subscribers at the time of purchase. Repeating the random assignment
(and thereby changing the combinations) had no material impact on the results.
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Conclusions
Considering the evidence presented above, one can reject the hypothesis that
Canadian communications providers charge excessively high prices relative to a
set of benchmark countries. Canadian prices are below international benchmarks
and Canadian consumers face favorable prices given the specific market offerings,
networks, and country conditions.
Therefore, the recommendation is that ISED adopt the methodology presented
herein because it not only adheres to the economic literature but also is consistent
with the approach used by the FCC. The Wall/Nordicity methodology is deeply
flawed, and the results produced by this methodology provide Canadian
regulators with an incorrect impression of the Canadian communications market.
This leads to unnecessary and even harmful policy and regulatory decisions that
could harm the public interest.
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APPENDIX A:

Relevant Study Attributes
Mobile Wireless Telephony Variables
NO. TYPE

VARIABLE

NO. TYPE

VARIABLE

18

Network Attribute Provider type (MNO vs nonMNO)

1

Country

Country

2

City

City

3

Company

Company name (mother
company)

19

Network Attribute 4G network coverage

20

Country Attribute

Download speeds

4

Brand

Brand

21

Network attribute Provider subscribers

5

Plan attribute

Plan (entry, mid, high usage)

22

Country attribute

Total subscribers

6

Plan attribute

Monthly price

23

Country attribute

Party pay

7

Plan attribute

Activation fee

24

Country attribute

8

Calculation

Activation fee depreciated

Mobile wireless penetration
rate

9

Calculation

Total monthly price

25

Country attribute

GDP per capita

10

Calculation

Total monthly price (tax
adjusted)

26

Country attribute

GDP per capita (in CAD)

27

Country attribute

Size of country

Canadian PPP adjusted pre-tax
price

28

Country attribute

Purchasing power parity (U.S.)

29

Country attribute

Purchasing power parity (CAN)

11

Calculation

12

Plan attribute

Contract term

30

Country attribute

Exchange rate

13

Plan attribute

Plan type (prepaid vs.
postpaid)

31

Country attribute

Population density

32

Country attribute

Temperature high

14

Plan attribute

Geographic reach (national vs
regional)

33

Country attribute

Temperature low

15

Plan attribute

Voice allowance

34

Country attribute

Urban population percent

16

Plan attribute

Data allowance

35

Country attribute

Taxes

17

Plan attribute

SMS allowance
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Mobile Broadband Internet Variables
NO. TYPE

VARIABLE

NO. TYPE

VARIABLE

16

Network Attribute Provider type (MNO vs nonMNO)

1

Country

Country

2

City

City

3

Company

Company name (mother
company)

17

Network Attribute 4G network coverage

18

Country Attribute

Download speeds

4

Brand

Brand

19

Network attribute Provider subscribers

5

Plan attribute

Plan (entry, mid, high usage)

20

Country attribute

Total subscribers

6

Plan attribute

Monthly price

21

Country attribute

7

Plan attribute

Activation fee

Mobile wireless penetration
rate

8

Calculation

Activation fee depreciated

22

Country attribute

GDP per capita

9

Calculation

Total monthly price

23

Country attribute

GDP per capita (in CAD)

10

Calculation

Total monthly price (tax
adjusted)

24

Country attribute

Size of country

25

Country attribute

Purchasing power parity (U.S.)

Canadian PPP adjusted pre-tax
price

26

Country attribute

Purchasing power parity (CAN)

27

Country attribute

Exchange rate

11

Calculation

12

Plan attribute

Contract term

28

Country attribute

Population density

13

Plan attribute

Plan type (prepaid vs.
postpaid)

29

Country attribute

Temperature high

30

Country attribute

Temperature low

14

Plan attribute

Geographic reach (national vs
regional)

31

Country attribute

Urban population percent

15

Plan attribute

Data allowance

32

Country attribute

Taxes
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Fixed Broadband Internet Variables
NO. TYPE

VARIABLE

NO. TYPE

VARIABLE

1

Country

Country

13

Plan attribute

Contract term

2

City

City

14

Plan attribute

Download speeds

3

Company

Company name (mother
company)

15

Plan attribute

Data allowance

16

Plan attribute

Mandatory bundling

4

Carrier

Carrier

17

City attribute

GDP per capita

5

Plan attribute

Plan (entry, mid, high usage)

18

City attribute

Size of country

6

Plan attribute

Monthly price

19

City attribute

Population density

7

Plan attribute

Equipment lease

20

City attribute

Temperature high

8

Plan attribute

Activation fee

21

City attribute

Temperature low

9

Calculation

Activation fee depreciated

22

Country attribute

Purchasing power parity (U.S.)

10

Calculation

Total monthly price

23

Country attribute

Purchasing power parity (CAN)

11

Calculation

Total monthly price (tax
adjusted)

24

Country attribute

Exchange rate

25

Country attribute

Taxes

12

Calculation

Canadian PPP adjusted pre-tax
price

APPENDIX B:

Electronic Version of the Database
Electronic database is available upon request from author.
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APPENDIX C1:

Regression Results – Mobile Wireless Telephony

Source

SS

df

MS

Model

81438.634

16

5089.915

Residual

26323.288

95

277.087

Number of obs

=

112

F(16, 95)

=

18.37

Prob > F

=
0.000

R-squared

=

0.756

Adj R-squared

=

0.715

=
16.646

Total

107761.922

111

970.828

Root MSE

price_ppp

Coef.

Std. Err.

t

P>|t|

[95% Conf. Interval]

term

1.385563

0.5515101

2.51

0.014

0.2906771

2.480449

term_no

28.44941

12.10619

2.35

0.021

4.415587

52.48323

mspeed

3.366044

2.073607

1.62

0.108

-0.7505854

7.482674

data

-0.0000679

0.0002257

-0.3

0.764

-0.0005159

0.0003802

data_unlimited

3.797988

7.944506

0.48

0.634

-11.97385

19.56983

voice

0.0047446

0.0080064

0.59

0.555

-0.0111502

0.0206394

voice_unlimited

13.23659

7.906552

1.67

0.097

-2.4599

28.93308

sms

-0.0157889

0.0215312

-0.73

0.465

-0.0585337

0.0269559

sms_unlimited

-30.78659

13.31315

-2.31

0.023

-57.21653

-4.356642

urban

0.8521896

0.6600776

1.29

0.2

-0.4582302

2.162609

size

-0.0000135

7.95E-06

-1.70

0.092

-0.0000293

2.24E-06

gdp_can

0.002321

0.0014285

1.62

0.108

-0.000515

0.0051571

plan2

12.45998

4.666921

2.67

0.009

3.194968

21.72499

plan3

48.29965

7.635776

6.33

0

33.14072

63.45858

coverage

-0.3258069

0.3866325

-0.84

0.402

-1.093369

0.4417556

partypay_d

87.82418

51.17408

1.72

0.089

-13.76921

189.4176

_cons

-226.9931

112.8385

-2.01

0.047

-451.0058

-2.980457
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APPENDIX C2:

Regression Results – Mobile Broadband Internet

Source

SS

df

MS

Number of ob

=

103

F(10, 92)

=

27.75

Model

83969.8276

10

8396.98276

Prob > F

=

0.0000

Residual

27842.2906

92

302.633593

R-squared

=

0.7510

Adj R-squared

=

0.7239

=

17.396

Total

111812.118

102

1096.19724

Root MSE

price_ppp

Coef.

Std. Err.

t

P>|t|

term

-0.3949857

0.537296

-0.74

0.464

-1.462102

0.6721305

term_no

-11.56305

13.07385

-0.88

0.379

-37.52885

14.40275

mspeed

-2.215987

0.366164

-6.05

0

-2.943221

-1.488754

data

0.000213

0.0001449

1.47

0.145

-0.0000748

0.0005008

urban

1.842857

0.3880047

4.75

0

1.072247

2.613468

size

7.72E-06

1.90E-06

4.05

0

3.94E-06

0.0000115

gdp_can

-0.0019288

0.0006843

-2.82

0.006

-0.0032878

-0.0005697

plan2

19.3923

4.482417

4.33

0

10.48984

28.29477

plan3

54.99758

4.997187

11.01

0

45.07274

64.92243

coverage

-0.091681

0.4234215

-0.22

0.829

-0.9326326

0.7492706

_cons

30.29959

51.25858

0.59

0.556

-71.50438

132.1036

[95% Conf. Interval]
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APPENDIX C3:

Regression Results – Fixed Broadband Internet

Source

SS

df

MS

Number of obs

=

84

F(9, 74)

=

20.16

Model

638427.974

9

70936.4416

Prob > F

=

0.0000

Residual

260375.085

74

3518.58223

R-squared

=

0.7103

Adj R-squared

=

0.6751

Root MSE

=

59.318

Total

898803.059

83 10828.9525

price_ppp

Coef.

Std. Err.

t

P>|t|

no_term

108.8288

29.41003

3.70

0.000

50.22806

167.4296

term

7.930782

1.438124

5.51

0.000

5.065257

10.79631

dspeed

0.0816127

0.0165931

4.92

0.000

0.0485501

0.1146752

bundling_d

-92.25218

17.53287

-5.26

0.000

-127.1872

-57.31718

density_c

0.0025101

0.0011546

2.17

0.033

0.0002095

0.0048106

size_c

-0.0064068

0.0026626

-2.41

0.019

-0.0117122

-0.0011014

gdp_c

-0.000234

0.0002394

-0.98

0.331

-0.0007109

0.0002429

plan2

3.836307

15.98434

0.24

0.811

-28.01319

35.68581

plan3

25.5188

19.9791

1.28

0.205

-14.29042

65.32802

_cons

-41.65788

39.85549

-1.05

0.299

-121.0717

37.75592

[95% Conf. Interval]
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APPENDIX D1:

Expanded Database Results – Mobile Wireless Telephony
Country-Level Results
Result

Number of plans

Percentage

Above Benchmark

107

20.5

Below Benchmark

415

79.5

522

100

Total

Provider-Level Results
7-Eleven

Bell

Chatr

Eastlink

Fido

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

12

29

5

14

0

0

5

83

4

10

Below Benchmark

30

71

32

86

36

100

1

17

38

90

Total

42

100

37

100

36

100

6

100

42

100

Freedom

Koodo

Lucky Mobile

MTS

PC Mobile

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

0

0

0

0

0

0

2

33

14

41

Below Benchmark

13

100

42

100

23

100

4

67

20

59

Total

13

100

42

100

23

100

6

100

34

100

Petro-Canada

Rogers

Public Mobile

Primus

SaskTel

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

12

29

6

14

0

0

24

71

0

0

Below Benchmark

30

71

36

86

41

100

10

29

7

100

Total

42

100

42

100

41

100

34

100

7

100

TELUS

Videotron

Virgin

Total

Result

#

%

#

%

#

%

#

%

Above Benchmark

15

50

0

0

8

20

107

20

Below Benchmark

15

50

5

100

32

80

415

80

Total

30

100

5

100

40

100

522

100
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City-Level Results
Halifax

Montreal

Regina

Toronto

Vancouver

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

28

36

17

20

12

13

16

18

19

20

Below Benchmark

50

64

66

80

80

87

73

82

74

80

Total

78

100

83

100

92

100

89

100

93

100

Winnipeg

Total

Result

#

%

#

%

Above Benchmark

15

17

107

20

Below Benchmark

72

83

415

80

Total

87

100

522

100
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APPENDIX D2:

Expanded Database Results – Mobile Broadband Internet
Country-Level Results
Result

Number of plans

Percentage

Above Benchmark

57

33.5

Below Benchmark

113

66.5

170

100

Total

Provider-Level Results
Bell

Fido

Freedom

Ice Wireless

MTS

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

22

58

0

0

3

100

0

0

1

25

Below Benchmark

16

42

30

100

0

0

2

100

3

75

Total

38

100

30

100

3

100

2

100

4

100

Public Mobile

Rogers

SaskTel

TELUS

Videotron

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

4

15

6

50

2

29

16

73

3

100

Below Benchmark

22

85

6

50

5

71

6

27

0

0

Total

26

100

12

100

7

100

22

100

3

100

Virgin

Total

Result

#

%

#

%

Above Benchmark

0

0

57

34

Below Benchmark

23

100

113

66

Total

23

100

170

100

An Accurate Price Comparison Study of Telecommunications
Services in Canada and Select Foreign Jurisdictions

Appendices

56

City-Level Results
Halifax

Montreal

Regina

Toronto

Vancouver

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

7

28

11

41

9

31

11

33

9

35

Below Benchmark

18

72

16

59

20

69

22

67

17

65

Total

25

100

27

100

29

100

33

100

26

100

Winnipeg

Total

Result

#

%

#

%

Above Benchmark

10

33

57

34

Below Benchmark

20

67

113

66

Total

30

100

170

100

57
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APPENDIX D3:

Expanded Database Results – Fixed Broadband Internet
Country-Level Results
Result

Number of plans

Percentage

Above Benchmark

25

23.4

Below Benchmark

82

76.6

107

100

Total

Provider-Level Results
Access

Bell

Distributel

Eastlink

Fido

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

3

50

10

67

0

0

0

0

0

0

Below Benchmark

3

50

5

33

7

100

4

100

3

100

Total

6

100

15

100

7

100

4

100

3

100

MTS

Primus

Rogers

SaskTel

Shaw

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

0

0

0

0

2

50

0

0

6

100

Below Benchmark

6

100

14

100

2

50

7

100

0

0

Total

6

100

14

100

4

100

7

100

6

100

TELUS

TekSavvy

Videotron

Virgin

Total

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

0

0

0

0

4

80

0

0

25

23

Below Benchmark

3

100

19

100

1

20

8

100

82

77

Total

3

100

19

100

5

100

8

100

107

100
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City-Level Results
Halifax

Montreal

Regina

Toronto

Vancouver

Result

#

%

#

%

#

%

#

%

#

%

Above Benchmark

4

40

8

33

3

23

4

11

3

20

Below Benchmark

6

60

16

67

10

77

32

89

12

80

Total

10

100

24

100

13

100

36

100

15

100

Winnipeg

Total

Result

#

%

#

%

Above Benchmark

3

33

25

23

Below Benchmark

6

67

82

77

Total

9

100

107

100

59
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APPENDIX E1:

Telus Popular Plan Results – Mobile Wireless Telephony
Country-Level Results
Result

Percentage

Above Benchmark

31.2

Below Benchmark

68.8
100

Total

Provider-Level Results
7-Eleven

Bell

Chatr

Eastlink

Fido

Freedom

Result

%

%

%

%

%

%

Above Benchmark

43

30

0

100

12

15

Below Benchmark

57

70

100

0

88

85

Total

100

100

100

100

100

100

Koodo

Lucky Mobile

MTS

PC Mobile

Petro-Canada

Primus

Result

%

%

%

%

%

%

Above Benchmark

8

0

50

44

36

29

Below Benchmark

92

100

50

56

64

71

Total

100

100

100

100

100

100

Rogers

SaskTel

TELUS

Videotron

Virgin

Total

Result

%

%

%

%

%

%

Above Benchmark

76

29

39

20

23

31

Below Benchmark

24

71

61

80

78

69

Total

100

100

100

100

100

100

Halifax

Montreal

Regina

Toronto

Vancouver

Winnipeg

Total

Result

%

%

%

%

%

%

%

Above Benchmark

43

32

24

32

30

24

31

Below Benchmark

57

68

76

68

70

76

69

Total

100

100

100

100

100

100

100

City-Level Results
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APPENDIX E2:

Telus Popular Plan Results – Mobile Broadband Internet
Country-Level Results
Result

Percentage

Above Benchmark

25.2

Below Benchmark

74.8
100

Total

Provider-Level Results
Bell

Fido

Freedom

Ice Wireless

MTS

Rogers

Result

%

%

%

%

%

%

Above Benchmark

58

0

100

0

25

50

Below Benchmark

42

100

0

100

75

50

Total

100

100

100

100

100

100

SaskTel

TELUS

Videotron

Virgin

Total

Result

%

%

%

%

%

Above Benchmark

29

0

100

0

25

Below Benchmark

71

100

0

100

75

Total

100

100

100

100

100

City-Level Results
Halifax

Montreal

Regina

Toronto

Vancouver

Winnipeg

Total

Result

%

%

%

%

%

%

%

Above Benchmark

22

32

19

29

22

27

25

Below Benchmark

78

68

81

71

78

73

75

Total

100

100

100

100

100

100

100

60

61
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APPENDIX E3:

Telus Popular Plan Results – Fixed Broadband Internet
Country-Level Results
Result

Percentage

Above Benchmark

23.1

Below Benchmark

76.9
100

Total

Provider-Level Results
Access

Bell

Distributel

Eastlink

Fido

MTS

Result

%

%

%

%

%

%

Above Benchmark

50

67

0

0

0

0

Below Benchmark

50

33

100

100

100

100

Total

100

100

100

100

100

100

Primus

Rogers

SaskTel

Shaw

Telus

TekSavvy

Result

%

%

%

%

%

%

Above Benchmark

0

50

0

100

0

0

Below Benchmark

100

50

100

0

100

100

Total

100

100

100

100

100

100

Videotron

Virgin

Total

Result

%

%

%

Above Benchmark

80

0

23

Below Benchmark

20

100

77

Total

100

100

100

Halifax

Montreal

Regina

Toronto

Vancouver

Winnipeg

Total

Result

%

%

%

%

%

%

%

Above Benchmark

40

33

23

11

19

33

23

Below Benchmark

60

67

77

89

81

67

77

Total

100

100

100

100

100

100

100

City-Level Results
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Executive Summary

EXECUTIVE SUMMARY
ES1.

The Competition Bureau Canada (Bureau) claims that rather than competing, Rogers, Bell,
and TELUS coordinate their retail prices to keep them artificially high for their mutual
benefit. The Bureau bases its most recent allegation on its observance of lower prices in
Quebec and Saskatchewan relative to the remaining eight provinces. It hypothesizes that
the lower prices in these two provinces are the result of the presence of a “strong regional
competitor” that does not participate in the alleged coordination but undercuts the prices
charged by the coordinating parties, thereby putting an end to the claimed anticompetitive
behavior. The following evidence demonstrates that the Bureau’s claim of coordinated
behavior and its ensuing theory that a “strong regional competitor” is necessary to ensure
competitive prices are false.
(1)

Pricing patterns find the Bureau’s claim factually incorrect. The provincial price
differences allegedly observed by the Bureau are not persistent. For instance, no
differences were found in July 2019. Moreover, the pricing patterns are not consistent
with coordinated behavior. These findings collapse the Bureau’s entire coordinated
behavior theory.

(2)

The diverse pricing strategies are the result of different demand and supply
conditions not coordinated behavior. The Bureau simply observes diverse pricing
strategies in different regions. This is consistent with a competitive market and is not
unique to mobile wireless services. Provincial price differences are common for many
other products. Further, provincial price differences for mobile wireless services
existed prior to the entry of the regional providers. Moreover, idiosyncratic reasons
explain the lower prices in Quebec and Saskatchewan.

(3)

A simple observation of price differences across different markets is not proof
of coordinated behavior. The Bureau’s theory lacks theoretical support and its
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finding omits that communications markets are contestable (e.g., disciplined by
smaller providers that can undercut excessive price levels). The Bureau’s theory also
ignores the presence of other equally situated regional providers, considering them
not to be “strong regional competitors” that are allegedly unable to undercut the
prevailing price levels.
(4)

The economic literature disagrees with the Bureau’s reasoning. The economic
literature is clear that for coordination to be viable the participants must (a) reach an
agreement on the terms of coordination, (b) be able to monitor it, and (c) have credible
punishment mechanisms. The Bureau has failed to substantiate any of these
conditions.

(5)

Prior studies and the observable market outcome disagree with the Bureau’s
finding. Prior competition studies have found the Canadian mobile wireless services
market highly competitive and home to some of the most advanced networks in the
world. These results cannot coexist with the Bureau’s coordinated behavior theory.

ES2.

The Bureau observed diverse prices in different provinces and attributed the lower prices
in two provinces (Quebec and Saskatchewan) to the presence of a regional competitor.
With a regional provider present in all 10 provinces and lower prices in only two provinces,
the Bureau simply labels the two regional providers in Quebec and Saskatchewan as
“strong,” thus implying that all other regional providers are weak. There are a multitude of
errors in the Bureau’s study and its ensuing claim. The study is factually incorrect,
contradicted by market evidence, and inconsistent with economic principles.

ES3.

The Bureau’s study is factually incorrect because provincial price differences are neither
persistent nor constant over time. At times, there are no provincial price differences. When
there are, the price trends are inconsistent with coordinated behavior. Instead, they are
consistent with competitive market segmentation (where prices reflect local conditions of
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demand and supply). This simple factual evidence voids the Bureau’s entire study.
Importantly, with no steady provincial price differences, there can be no coordination.
ES4.

The Bureau’s study results do not align with the market evidence or with the Bureau’s own
prior findings. The Bureau previously found that mobile wireless providers do set their
prices at the provincial level. Prices in a competitive market are set based on demand and
supply conditions. It is therefore no surprise that if demand and/or supply conditions differ
across provinces, the markets will have different prices. Quebec must have different
demand and/or supply conditions because prices for mobile wireless services were lower
prior to the entry of Videotron (the Bureau’s purported strong regional competitor).
Furthermore, Quebeckers spend less on TV and Internet subscriptions. Price differences in
Quebec are also not unique to mobile wireless services but extend to a wide array of
products and services. Thus, unless all these products and services are in markets subject
to coordinated behavior, the Bureau’s simplistic analysis is insufficient at best.

ES5.

The Bureau’s study also defies basic economic principles. The Bureau has found
communications markets contestable, which implies that smaller providers can undercut
supracompetitive prices, thereby defeating any attempt to coordinate. With regional
competitors in each province, this means that a coordination attempt would not be
successful. It is also unclear how the Bureau explains why Rogers, Bell, and TELUS would
coordinate on monthly recurring charges only and not on all other price and quality aspects
of their services. When products are homogenous, price fixing is possible. However, with
differentiated products as they are in Canada, coordination of prices becomes more
difficult. Price coordination becomes much more difficult when the number of products
increases as well, and, as explained in this report, there are many different plans offered by
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each mobile provider. This makes explicit price coordination unlikely and tacit price
coordination practically impossible. As evidenced by the varying churn rates among the
three nationwide providers, Canadian consumers do not view the services as homogenous.
ES6.

It is also telling that the Bureau had to categorize regional providers into those it deems
“strong regional competitors” and those that are supposedly weak without any stated
criteria. With regional providers in all provinces and lower prices in only two provinces,
the Bureau needs the distinction between weak and strong to support its claim. However,
there is no economic or other evidence to support this distinction. In fact, several of the
presumably weak regional competitors are similarly, if not better, situated than the
presumably strong regional competitors. Moreover, the Bureau has not provided any
reasons why some providers are weak and why others are strong and has put forth no
objective criteria as to how to assess whether a provider is weak or strong.

ES7.

Not surprisingly, the economic literature does not support the Bureau’s methodological
approach. The economic literature makes it clear that coordinated behavior requires a
common understanding on what it means to coordinate—an understanding of the
dimensions on which coordination occurs and an indication of expected behavior. Price
information may be a mechanism of coordination, but it is also a mechanism of competition
and as such cannot be interpreted one way or another without additional analysis. A market
where pricing is complex (i.e., involving multiple products or different versions of the same
product) such as the mobile wireless market in Canada makes it harder for the firms to find
a mutually acceptable understanding of what it means to tacitly coordinate.

ES8.

The Bureau’s finding of a competitive problem cannot be confirmed externally because
independent competition studies and marketplace evidence finds Canada home to some of
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the most advanced networks in the world. Technological change is costly and is driven by
vigorous competition, where firms strive to outperform the rivals. The fact that Canada has
some of the fastest mobile download speeds in the world and is among the foremost
countries in new technology deployment directly contradicts the Bureau’s coordinated
behavior claim.
ES9.

In short, the Bureau’s study is factually incorrect and methodologically deficient, and a
rich set of market data and independent competitive assessment studies find its conclusions
false. Hence, I recommend that it not be used for public policymaking or be considered in
regulatory proceedings.
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Background

I.

BACKGROUND

A.

The Competition Bureau’s Claim

1.

The Competition Bureau Canada (Bureau) erroneously alleges that it found evidence of
anticompetitive behavior among the three nationwide mobile wireless providers Rogers,
Bell, and TELUS. Specifically, the Bureau falsely claims that rather than competing, the
three providers coordinate their retail prices to keep them artificially high for their mutual
benefit.

2.

The Bureau has made these claims in several documents including its “Competition Bureau
statement regarding Bell’s acquisition of MTS”:
Based on an analysis of information collected during this inquiry, the
Competition Bureau … concluded 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. 1
In addition, in its “Comments of the Competition Bureau on Telecom Notice of
Consultation CRTC 2019-57,” which is the review of mobile wireless services, the Bureau
recently claimed:
Based on the Bureau’s previous analysis of Bell/MTS and the analysis
above [the Bureau’s analysis] it is likely that a large number of Canadians
do not benefit from vigorous competition among wireless service carriers.
As described, the principal evidence that supports that conclusion is the
existence of substantial price differences across regions in Canada, which
demonstrate the extent to which prices are increased when the national
wireless carriers can effectively coordinate their pricing decisions. 2

Government of Canada, “Competition Bureau statement regarding Bell’s acquisition of MTS,” February
15, 2017, https://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/04200.html.
2
Government of Canada, “Comments of the Competition Bureau on Telecom Notice of Consultation CRTC
2019-57,” May 15, 2019, https://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/04431.html.
1
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3.

Background

The Bureau bases its most recent allegation on its observance of lower prices in Quebec
and Saskatchewan relative to the remaining eight provinces. 3 The Bureau wrongly
hypothesizes that the lower prices in Quebec and Saskatchewan are the result of the
presence of a “strong regional competitor” that supposedly does not participate in the
alleged coordinated behavior but undercuts the prices charged by the coordinating parties,
thereby putting an end to the claimed coordinated behavior. The Bureau further mistakenly
hypothesizes that prices in the remaining eight provinces would be as low as they are in
Quebec and Saskatchewan if all the provinces had a strong regional competitor. Thus, the
Bureau’s thesis is that regulation targeted at aiding in establishing a strong regional
competitor in each province would lower prices in the eight provinces that allegedly have
higher prices than Quebec and Saskatchewan.

4.

The Bureau reportedly conducted two studies to support its thesis. First, as part of its review
of the merger of Bell and Manitoba Telecom Services (MTS), the Bureau reportedly
“conducted a thorough pricing analysis using confidential internal company data.” 4
Although the details of this study are confidential to the Bureau, it concluded:
[M]obile wireless pricing in Saskatchewan, Thunder Bay, Quebec and
Manitoba – all areas that had a strong regional competitor – was
substantially lower than in the rest of Canada, where coordinated behavior
softened competition among Bell, Rogers and TELUS. 5

3
An earlier Bureau study also included Manitoba in the list of provinces with lower prices. With Bell’s
acquisition of the regional provider in Manitoba (MTS), it is unclear whether the Bureau considers Manitoba’s new
regional provider (Xplornet) as having taken MTS’ position. Thus, the remainder of this report makes only reference
to Quebec and Saskatchewan that are the Bureau’s two prime examples in its most recent allegation of coordinated
behavior.
4
Comments of the Competition Bureau on Telecom Notice of Consultation CRTC 2019-57, May 15, 2019,
¶ 12 (hereinafter Bureau Wireless Submission).
5
Ibid, ¶ 12.
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Background

In April 2019, the Bureau conducted a similar study based on public data that
“demonstrates the persistence and magnitude of price differences across provinces in
Canada.” 6 To support its continued claim of coordinated behavior, the Bureau compared
the prices of select postpaid plans across provinces. Although the Bureau’s data sources
are the provider’s websites and thus from the public domain, the Bureau has not released
the specific data that it harvested and has not provided enough information to replicate its
database. Hence, it is unclear what and how many plans the Bureau compared. Based on
the Bureau’s limited supporting materials, it seems to have only compared plans based on
monthly data allowances, which range from 1 GB to 10 GBs, and ignored all other potential
plan and network differences. This omits all other plan attributes that might justify different
prices and undermines the entire study. 7

6.

The Bureau adds that a review of confidential data from 2014–2016 found that strong
regional competitors have been undermining the alleged coordinated behavior by Rogers,
Bell, and TELUS for years. The Bureau concludes:
[W]hile not conclusive on its own, the analysis of public pricing data
described above is consistent with, and supplemental to, the Bureau’s
previous analysis. Additionally, the analysis of public data provides useful
insights regarding whether those substantial differences across regions have
persisted since the Bureau’s review of Bell/MTS in 2017. 8

7.

In short, the Bureau claims that prices in all provinces except Quebec, Saskatchewan, and
(in its first study) Manitoba are higher than what a competitive price would be and that

Ibid, ¶ 18.
For a detailed discussion on the components of an accurate price comparison, see the NERA Pricing Study
submitted as Appendix B to TELUS’ Intervention in the CRTC’s Review of Mobile Wireless Services proceeding,
TNC 2019-57.
8
Bureau Wireless Submission, ¶ 37.
6
7
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Background

establishing a strong regional competitor through regulatory intervention would remedy
this alleged problem. 9

B.

Purpose and Structure of this Report

8.

The purpose of this report is to point out the flaws in the Bureau’s claim of coordinated
behavior and the related need for a “strong regional competitor” to disrupt the alleged
“coordination among the national wireless carriers.” 10 As such, this report serves as an
independent review of the Bureau’s price comparison study to ensure that the media,
market participants, government agencies, and regulators do not rely on inaccurate and
misleading facts but use actual economic evidence when forming their opinions. 11 In short,
the Bureau’s study is factually incorrect and methodologically deficient, and a rich set of
market data and independent competitive assessment studies find its conclusions false. This
report shows that the Bureau’s claims are not valid and cannot be used to support, for
example, procompetitive measures in the 3500 MHz framework or new wholesale
remedies for competitors in the CRTC’s wireless framework review.

9.

The structure of this report is as follows. Section II examines whether the alleged provincial
price differences exist and if so whether they are constant among providers. Section III
examines the drivers of provincial price differences and looks at whether they are also
present in other industries. Section IV explains why simple observations of price
differences do not and cannot serve as evidence of coordinated behavior. Section V

The Bureau also analyzed prices in the Tbaytel territory.
Bureau Wireless Submission, ¶ 15.
11
In its Bell-MTS merger analysis, the Bureau indicated, “The Bureau’s findings, as reflected in this Position
Statement, are not findings of fact or law that have been tested before a tribunal or court.” (Government of Canada,
“Competition Bureau statement regarding Bell’s acquisition of MTS,” February 15, 2017 (hereinafter Bell-MTS
Merger Statement).)
9

10
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examines how the economic literature proves coordinated behavior. Section VI
summarizes the studies and marketplace evidence that the Bureau omitted from its study
and serves to validate or reject the Bureau’s study hypotheses. Section VII presents the
conclusions.

II.

THE BUREAU’S CLAIM IS FACTUALLY INCORRECT

10.

The Bureau’s claim of anticompetitive behavior rests on the simple observation that some
providers charge different prices for similar, albeit not identical, plans across provinces. If
this observation is false and these so-called provincial price differences are not constant
over time or are not consistent with coordinated behavior, the Bureau’s entire study
collapses. A review of marketplace evidence finds that the Bureau’s study fails both tests.
Price differences across provinces are not always present and the observed pricing
strategies are not consistent with coordinated behavior. This evidence alone is sufficient to
conclude that the Bureau’s study must not serve as a reason to interfere with market forces.

A.

Provincial Pricing Strategies Are Not Constant Over Time

11.

In its latest study, the Bureau reports to have harvested pricing data from Canadian mobile
wireless provider websites in April 2019. 12 The Bureau did not disclose the specific data
that it collected with its filing on May 15, 2019. Thus, in an attempt at replicating the
Bureau’s data, I collected Rogers, Bell, TELUS, Videotron, and SaskTel pricing
information on or about July 1, 2019. Appendix A shows that the July prices do not indicate
any provincial price differences, thus collapsing the Bureau’s theory. Specifically, the July
data reveal the following pricing strategies.
12

Bureau Wireless Submission, ¶ 19.
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Prepaid plan prices by the alleged coordinating parties are identical in all provinces
although they are different among the individual providers. That is, TELUS has the
same prices in all provinces, but TELUS’ prices are not the same as Rogers’ or Bell’s
prices. Prepaid plans are substitutes for postpaid plans. The Bureau offers no
explanation why the alleged coordination among competitors does not break down for
prepaid plans in the provinces without “strong” regional competitors.



Rogers prices its unlimited postpaid plans identically in British Columbia, Ontario, and
Quebec. There can be no coordinated behavior if not all nationwide providers in the
market exhibit the alleged provincial price differences.



Rogers’ basic postpaid plans do vary in price by province, but they also vary in plan
offerings. Coordinated behavior is difficult if not impossible when the services subject
to the alleged coordinated behavior are not homogenous.



TELUS’ unlimited postpaid plans are also identical in British Columbia, Ontario, and
Quebec. There can be no coordinated behavior if not all nationwide providers in the
market exhibit the alleged provincial price differences.

12.

It is important to note that even though some providers do pursue different pricing
strategies by province, for the Bureau’s claim to hold it must be the case that all plans, or
at a minimum all major plans, exhibit the alleged provincial price differences. For instance,
although Bell offers lower prices in Quebec and Saskatchewan, this is not sufficient to
establish a coordinated behavior claim because neither Rogers’ nor TELUS’ pricing
strategies mirror those of Bell.

13.

Certain prices may be the same across the country by individual provider but not across
providers. Further, each provider’s plan attributes differ, which makes coordination
impossible. In addition, prices change frequently also making coordination impossible.
With no consistent provincial price difference, the Bureau’s coordinated behavior theory
collapses and one must reject the Bureau’s findings. Notwithstanding, for the completeness
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of my analysis, in the remainder of my report I examine various other aspects of the
Bureau’s claim under the assumption that there are provincial price differences (even if in
fact there are not) that warrant a review.

B.

Provincial Pricing Strategies Are Inconsistent with Coordinated Behavior

14.

As summarized in Appendix B, I repeated the same analysis that I performed in July around
August 6, 2019; that is, I collected Rogers, Bell, TELUS, Videotron, and SaskTel pricing
information from their respective websites. Repeating this analysis not only reexamines
the presence or absence of provincial price differences but also whether the alleged
coordinating parties follow provincial pricing strategies that would be consistent with
coordinated behavior. Unlike the July pricing review, the August pricing review revealed
some limited provincial price differences. However, comparing the July and August data
reveals a highly dynamic market where providers do not coordinate but compete
vigorously. Specifically, comparing the data from July 2019 (Appendix A) to the data from
August 2019 (Appendix B) yields the following results.


Rogers, Bell, TELUS, and Videotron all introduced new plans and/or adjusted their
pricing strategies approximately four weeks before early July 2019 and again before
early August 2019. Presumably, these providers also changed plans and prices before
the Bureau’s analysis in April 2019. This is indicative of a highly dynamic market in
which prices change constantly. This observation is consistent with a competitive
market and inconsistent with a market of “softened competition” because coordinated
behavior results in stable (fixed) plan offerings and stable prices.



Bell increased its prices in Quebec and Saskatchewan and lowered them in British
Columbia and Ontario. For instance, Bell decreased the price of its 20 GB plan in
British Columbia from $165 to $105 and increased the price for the same plan in
Saskatchewan from $75 to $95. This observation directly undermines the Bureau’s
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allegations as the supposedly more competitive markets became more expensive
whereas a market with alleged coordinated behavior became cheaper.


Rogers, which previously charged the same prices for its unlimited plans in British
Columbia, Ontario, and Quebec, lowered its prices in Quebec to align with its prices in
Saskatchewan. However, Videotron kept its prices mostly constant during these four
weeks and thus could not have been the cause for Rogers’ price change. Rogers also
did not match Videotron’s prices and range of plans and instead offered only three
plans. This observation directly undermines the Bureau’s allegation that a “strong
regional competitor” causes lower prices because Rogers did not respond to Videotron
either in level of its prices or in variety of products.



TELUS introduced some new plans and reduced the prices of existing plans in Quebec
to the level of those in Saskatchewan. Because Videotron did not change most of its
prices, TELUS’ change in strategy seems to be in response to Rogers or vice versa.
This observation directly undermines the Bureau’s allegation that a “strong regional
competitor” causes lower prices because TELUS was not responding to an action by
Videotron.



All providers continue to offer different plans with different prices in each province.
Such dynamic product variety makes coordination difficult both in terms of product
coordination and then in prices. Adding to this finding, the fact that the alleged
coordinating parties did not respond to the product variety or prices charged by the
“strong regional provider” collapses the Bureau’s entire coordinated behavior claim.

15.

This and similar evidence are enough to reject the Bureau’s claim that the nationwide
providers engage in coordinated pricing behavior and a “strong regional provider” would
break this anticompetitive behavior.

III.

MARKETPLACE EVIDENCE CONTRADICTS THE BUREAU’S CLAIM

16.

The factual evidence discussed above rejects the Bureau’s claim, and there is no further
analysis required to disprove it. Notwithstanding, for the completeness of this discussion,
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this section explains why the Bureau’s coordinated behavior claim is inconsistent with
marketplace evidence even if one were to assume the presence of provincial price
differences as alleged by the Bureau. It demonstrates that the pricing strategies are
consistent with those under competitive conditions, reveals that prices in Quebec and
Saskatchewan are lower for reasons other than a “strong regional competitor,” and finds
that prices for other services are also lower in the two provinces. Moreover, it shows that
provincial price differences exist for many products and services in Canada and seem to
raise no competitive concerns. 13

A.

The Bureau Failed to Consider Different Demand and Supply Conditions in
Provincial Markets

17.

Demand and supply conditions in a market determine its equilibrium and market price. If
demand and supply conditions are different across markets, then market prices will also
differ. According to the Bureau, the relevant (geographic) market for mobile wireless
service in Canada is the province. The Bureau measured the alleged impact of a “strong
regional competitor” at the provincial level, implying a provincial market definition.
Similarly, in assessing the merger of Bell and MTS, the Bureau opined, “The relevant
geographic market for assessing the Proposed Transaction was found to be no broader than
the province of Manitoba.” 14 If each province is an individual market, it follows that
provinces could have different price levels if demand and supply conditions differ. As the
Bureau previously found, “Mobile wireless carriers can, and do, set different prices for

For example, in its Bell-MTS merger investigation it stated, “The Bureau’s investigation considered the
full breadth of Bell and MTS’ products and service offerings in Manitoba. Competition concerns were identified
only in mobile wireless services.” (Bell-MTS Merger Statement, p. 2.)
14
Ibid, p. 3.
13
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mobile wireless plans in different Canadian provinces.” 15 Thus, it should not be surprising
that prices differ by province, and a finding of provincial price differences does not indicate
coordinated behavior. Rather, it points to differences in demand and/or supply conditions.
18.

In an attempt to understand the drivers of provincial price differences that it allegedly
observed in April 2019, the Bureau focused on the presence of a regional competitor.
However, rather than examining the demand and supply conditions at the provincial level,
the Bureau hypothesized that it was the presence of a regional competitor that caused the
alleged lower prices and then set out to “examine[] alternative explanations for regional
price differences.” 16 The Bureau reportedly considered quality, coverage, demographic, or
geographic characteristics through a series of simple one-to-one (univariate) correlation
graphs. 17 The Bureau’s causation analysis is deficient and actual pricing described above
demonstrate that its conclusion is incorrect. Rather than caused by a “strong regional
competitor,” as alleged by the Bureau, provincial price variations are the result of different
demand and supply conditions.

19.

First, the simple correlation analysis undertaken by the Bureau does not establish causation
and does not rule out alternative explanations. The Bureau must use a proper statistical
method to assess causation. Pair-wise analysis such as the method used by the Bureau, or
univariate correlations, does not allow for interaction among the key explanatory variables.
When there are multiple complex factors affecting demand and supply, appropriate
analysis would include all relevant variables. A method such as a multivariate regression
analysis is one appropriate way to do so. Furthermore, causation would need to be

Ibid.
Bureau Wireless Submission, ¶ 15.
17
Ibid.
15
16
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established through formal hypothesis testing of competing explanations. Simple pair-wise
correlations fall far short from standard analytical methods used by economists to study
market prices.
20.

Second, the Bureau only focused on a limited selection of variables (just four: one measure
of quality, coverage, demographics, and geographic characteristics), thereby omitting all
other supply and demand attributes. For instance, the Bureau ignored the fact that network
costs (a supply attribute) vary significantly across provinces. TELUS’ network in Manitoba
is relatively small, and TELUS pays for access to the Bell/MTS and Rogers networks for
coverage in the remainder of Manitoba. Similarly, in Saskatchewan, SaskTel has structure
sharing agreements with TELUS and Bell, 18 whereas Rogers has its own network but
covers only a portion of the province. Furthermore, the Bureau ignores the fact that there
are multiple measures of product quality (e.g., dropped calls, coverage, and speed).
Moreover, the Bureau’s analysis also skips a review of potentially different demand
attributes and most prominently different willingness to pay. Simply put, consumers in
different provinces might have different service needs. If consumers across provinces have
differing demand levels for mobile wireless services, then prices will vary accordingly. In
fact, a review of mobile wireless average revenue per user (ARPU) and general
consumption patterns in Quebec reveal markedly different demand conditions.

21.

The time series of annual ARPUs in Quebec in Table 1 below demonstrate that the “strong
regional competitor” (Videotron) had nothing to do with the allegedly lower price levels in
Quebec. Prices in Quebec were lower than elsewhere in Canada before Videotron entered

“For wireless services, SaskTel has long standing relationships with Bell and TELUS under a Three Party
Agreement providing for network reciprocity. Under that agreement, SaskTel has access to the mobile networks of
Bell and TELUS and those two companies have access to SaskTel’s network.” (Mark H. Goldberg & Associates Inc.,
“Impact of BCE/MTS Transaction on SaskTel,” June 2016, p. 10.)
18
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the Quebec market. This indicates that demand conditions in Quebec are different, thereby
revealing the true reason for the providers’ different pricing strategies. If, as the Bureau
claims, Videotron was the cause of lower prices in Quebec, the prices in Quebec had to
have dropped after Videotron’s entry into the market in September 2010. Prices for mobile
wireless plans are not readily observable because they consist of many pricing elements,
and there is no one price for all plans. However, we can observe ARPU. Although not a
good proxy for price (because ARPU is the product of price and quantity consumed),
ARPU serves as an informative variable for an event study. Specifically, under the
Bureau’s theory, prices in Quebec would have decreased following Videotron’s entry, thus
leading to either a decrease in ARPU (assuming demand stayed constant) or an increase in
ARPU (assuming lower prices resulted in higher demand). However, neither is the case. In
fact, as shown in Table 1, ARPU levels in Quebec were significantly below the national
average long before Videotron entered the market and changed only minimally after
Videotron’s entry in 2010. 19

19

Other years show similar patterns.
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Table 1: Monthly Average Mobile Service Revenues
per Subscriber by Province
Province/region
Quebec
Manitoba
PEI
Nova Scotia
New Brunswick
British Columbia
Ontario
Saskatchewan
Newfoundland & Labrador
Alberta
Canada
Quebec as a % of Canada

2007

2016

2017

$ 50.21
54.46
63.58
54.59
52.87
59.10
59.63
55.11
50.29
73.81
59.30

$ 55.36
64.10
61.08
63.78
63.22
65.16
66.84
68.14
70.49
72.62
63.98

$ 56.07
63.01
64.64
65.32
65.53
66.39
68.25
68.47
72.38
73.60
65.33

85%

87%

86%

Source: CRTC, Communications Monitoring Report, 2012 and 2018.

22.

Specifically, in 2007, three years prior to the entry of Videotron, Quebec’s ARPU was 15
percent below the national average. After the competitive entry of Videotron, this
percentage changed minimally to 13 percent in 2016 and to 14 percent in 2017, effectively
ruling out Videotron as being responsible for the lower prices in Quebec. Moreover,
Quebeckers have long had a lower ARPU (lower prices, lower consumption, or a
combination of the two), and Videotron did not change this trend at all. Remarkably, ARPU
in Quebec continued to be lower – and by the same average percentage – than elsewhere
in Canada. Thus, it appears that a “strong regional provider” did not lower prices in Quebec,
and there is no reason to expect that a “strong regional provider” would, by definition,
lower prices in other provinces. Furthermore, as noted below, considering the seemingly
weaker demand for mobile wireless services in Quebec relative to other provinces, it would
make sense for mobile wireless providers to adjust their pricing strategies accordingly.

23.

The finding of different demand conditions in Quebec is also confirmed by examining
general communications consumption patterns in the province. For instance, Quebec has
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long had a lower demand for smartphones. As shown in Table 2, Quebec only reaches
approximate parity in smartphone penetration in 2017, rising from 86 percent of the
Canadian average in 2014 to 96 percent in 2017. A smartphone is important if one wants
to take advantage of LTE network capabilities, that is, “the latest network technologies
require newer smartphones.” 20
Table 2: Provincial Mobile Device Penetration by Type
2014

2015

2016
Regular
Smartphone Cell Phone
84%
8%
82%
8%
79%
7%
79%
8%
74%
12%
70%
10%

2017

Smartphone
80%
69%
68%
68%
58%
57%

Regular
Cell Phone
12%
16%
16%
15%
20%
18%

Smartphone
83%
74%
77%
76%
70%
64%

Regular
Cell Phone
9%
11%
10%
12%
10%
14%

Canada

66%

16%

73%

12%

77%

9%

78%

9%

Quebec as a % of:
Alberta
Ontario
Canada

71%
84%
86%

150%
120%
113%

77%
84%
88%

156%
117%
117%

83%
89%
91%

125%
125%
111%

89%
97%
96%

157%
122%
122%

Alberta
Manitoba/Saskatchewan
British Columbia
Ontario
Atlantic
Quebec

Regular
Smartphone Cell Phone
84%
7%
83%
4%
80%
9%
77%
9%
76%
10%
75%
11%

Source: Statistics Canada’s Survey of Household Spending, as reported in the CRTC, Communications
Monitoring Report, 2015–2018.

24.

As shown in Table 3, Quebeckers still rely more heavily on wireline telephony than the
rest of the nation. As the table shows, 14.1 percent of Quebec households used wireline
only (i.e., do not subscribe to wireless services) in 2017. This is the highest in the nation
and compares to an average of 9.5 percent and a low of 5.1 percent in 2017.

20

2016.

Sascha Segan, “Fastest Mobile Networks Canada 2016, Testing Methodology,” PCMag.com, August 31,
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Table 3: Wireline Only Subscribers per 100 Households

Source: Statistics Canada’s Survey of Household Spending, as reported in the CRTC, Communications
Monitoring Report, 2013–2019.

25.

Thus, although the Bureau claimed that it considered alternative explanations for the
provincial price differences, it ignored the fact that Quebec always had lower prices and/or
demand for mobile wireless services.

B.

The Bureau Failed to Account for the Fact that Quebec Spends Less on TV
and Internet Subscriptions

26.

There is further evidence that it is the local conditions in Quebec rather than the presence
of a strong regional provider that causes lower prices. Quebeckers in urban households also
spend less on TV and Internet subscriptions. Table 4 and Table 5 show the provincial
difference in urban household spending on TV and Internet, respectively. 21 As is the case
for the mobile wireless ARPU, spending for TV in Quebec on average has been 16 percent
below the national average over this period. Quebeckers also spend 15 percent less on
Internet subscriptions.

Urban centers, also known as small/medium/large population centers, are defined by the following: small
centers have populations between 1,000 and 29,999, medium centers have populations between 30,000 and 99,999,
and large centers have populations greater than 100,000.
21
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Table 4: Household Average Monthly Expenditures
TV (Urban Centers)
Region
Quebec
Canada
Quebec as a % of Canada

2012

2013

2014

2015

2016

2017

$ 46.39
56.61

$ 45.75
57.00

$ 47.64
59.00

$ 47.83
55.72

$ 48.72
57.33

$ 48.50
55.14

82%

80%

81%

86%

85%

88%

Source: Statistics Canada’s Survey of Household Spending, custom breakdown of Table 11-10-0223-01, as
reported in the CRTC, Communications Monitoring Report, 2019.

Table 5: Household Average Monthly Expenditures
Internet (Urban Centers)
Region
Quebec
Canada
Quebec as a % of Canada

2012

2013

2014

2015

2016

2017

$ 33.22
34.89

$ 35.17
39.11

$ 32.83
41.00

$ 35.50
45.47

$ 37.08
47.08

$ 46.19
52.97

95%

90%

80%

78%

79%

87%

Source: Statistics Canada’s Survey of Household Spending, custom breakdown of Table 11-10-0223-01, as
reported in the CRTC, Communications Monitoring Report 2019.

27.

Again, spending is the product of price and demand. In addition, just like mobile wireless
ARPU, the lower spending on TV and Internet in Quebec indicates that prices for TV and
Internet are lower in Quebec than in other provinces, demand for these services is lower,
or a combination of the two factors exists.

C.

The Bureau Failed to Account for the Fact that There Are Provincial Price
Differences for Many Other Products and Services

28.

The Bureau draws sweeping conclusions from a simple observation of price differences. If
a coordinated behavior claim was as simple as this (which it is not), many product markets
in Canada would be suffering from coordinated behavior. Appendix C presents a nonexhaustive list of products and services with provincial price differences. Not surprisingly,
it shows lower prices in Quebec for TV and Internet services. It also exemplifies that many
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Canadian companies spanning multiple sectors of the economy pursue different pricing
strategies by province. For instance, the car rental company Hertz charges $117.26 (prior
to taxes and fees) for a midsize car (Toyota Corolla or similar) at the Saskatoon
International Airport. Hertz charges $153.04 (prior to taxes and fees) for the exact same
car at Toronto’s Pearson Airport, which is a 31 percent provincial price difference.
Similarly, fast-food chain Tim Hortons charges $1.86 for a medium original blend black
coffee in Vancouver, whereas it charges $1.67 in Saskatoon.
29.

It is important to note that the products and services listed in Appendix C are closer to what
economists view as homogenous because they are more similar in many dimensions.
However, this is not the case in the Bureau’s mobile wireless price comparison. Mobile
wireless providers distinguish themselves competitively in many ways including but not
limited to coverage, voice minute allowances, SMS allowances, handset pricing, plan
diversity, and so on. The Bureau ignores these and many other differences in its analysis
and compares all plans as if they are as homogenous as a cup of coffee from Tim Hortons.

D.

The Bureau Failed to Consider the Local Conditions of Quebec and
Saskatchewan

30.

Further undermining the Bureau’s study is its use of Quebec and Saskatchewan as
benchmarks for the other eight provinces. These two provinces have idiosyncrasies that
render them poor benchmarks for pricing purposes and provide further explanation as to
why prices in the two provinces might be different.

31.

Fundamentally, SaskTel, which is the largest mobile wireless provider in Saskatchewan, is
a government-owned (Crown) corporation. On the other hand, Quebecor, a major
telecommunications and cable television company with backbone infrastructure in Quebec
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and cost-based domestic roaming access in the rest of the nation, owns Videotron. Neither
of these providers serve as proper benchmarks because they have idiosyncratic efficiencies
that few, if any, other providers have.
32.

Several factors indicate that SaskTel, which is the dominant wireless services provider in
Saskatchewan with a 61.8 percent subscriber share in 2017, is not a useful benchmark for
a price comparison study. 22 First, SaskTel is a Crown Corporation that does not seek to
maximize profits or shareholder value but serves as a public interest company. Specifically,
as disclosed in a report to the Parliament, the Treasury Board of Canada explained, “Crown
corporations derive their raison d’être from their statutory role as instruments of public
policy.” 23 Second, as a Crown company, SaskTel is “not subject to federal or provincial
income taxes in Canada.” 24 Third, SaskTel benefits from Saskatchewan’s credit rating as
“the Province of Saskatchewan … issues debt on SaskTel’s behalf.” 25 Fourth, SaskTel also
has lower costs because of its significantly lower network investment levels. Moreover,
SaskTel, despite its large share of subscribers, has been granted status that allows it to
obtain set-aside spectrum under the ISED framework. As Table 6 shows, SaskTel deployed
4G LTE much slower than the rest of the industry and only caught up in 2017 with basic
LTE coverage. The company is still lagging significantly in LTE-A rollout.

CRTC, Communications Monitoring Report, 2018, Retail Mobile Sector, Table 6.6.
Treasury Board of Canada Secretariat, “Review of the Governance Framework for Canada’s Crown
Corporations,” Report to Parliament, 2005, p. 9.
24
SaskTel does pay Saskatchewan Taxes, which “represent the payment of corporation capital tax to the
province of Saskatchewan and grants-in-lieu of taxes paid to cities, towns, villages, rural municipalities, and northern
sites in Saskatchewan.” (SaskTel, Annual Report, 2017–2018, pp. 35, 49.)
25
Ibid, p. 37.
22
23
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Table 6: LTE and LTE-A Coverage
LTE
2015
2014

2016

2017

LTE-A
2017
2016

2012

2013

Saskatchewan 37.8%

59.3%

60.0%

77.7%

86.2%

99.5%

44.4%

48.1%

Canada

81.4%

92.8%

97.4%

98.5%

99.0%

83.0%

92.0%

72.0%

Note: The average for Canada includes the northern territories.
Source: CRTC, Communications Monitoring Report, 2013–2018.

33.

Thus, unless the nationwide providers are granted Crown status, are tax exempt, and
receive financing at government rates as well as abandon their quest to lead the world in
network investment and new technology deployment, it is unreasonable to assume that they
will have the same cost structure as SaskTel. However, Rogers, Bell, and TELUS, as
nationwide providers competing for market share, must tailor their pricing strategies in
Saskatchewan to compete with the idiosyncratic competitive advantages enjoyed by
SaskTel. TELUS and Bell seem to have done so, in part, by entering into structure sharing
agreements with SaskTel, whereas Rogers decided to build its own network, albeit with a
rather limited footprint.

34.

Videotron has at least three idiosyncratic or artificial cost efficiencies that render it a poor
benchmark for national price levels. First, Videotron limits its mobile wireless service
offerings to approximately the same footprint as that of its parent company’s (Quebecor)
fixed backbone network, thereby enjoying significant costs savings in the province. 26 This

For example, Quebecor states, “Leverage geographic clustering. Our Videotron subsidiary holds cable
licenses that cover approximately 79% of the Province of Québec’s estimated 3.7 million premises. Geographic
clusters facilitate bundled service offerings and, in addition, allow us to tailor our offerings to certain demographic
markets. We aim to leverage the highly clustered nature of our systems to enable us to use marketing dollars more
efficiently and to enhance customer awareness, increase use of products and services and build brand loyalty.”
(Quebecor Media Inc., U.S. Securities and Exchange Commission, Form 20-F, 2018, p. 56.)
26
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likely also explains why Videotron does not have plans to expand outside Quebec. 27
Second, Videotron (and all other regional providers) gets cost-based and risk-free access
to domestic wholesale roaming under the CRTC’s mandatory roaming regime. Third, ISED
regulations (set-aside spectrum in particular) have allowed Quebecor to obtain much of its
spectrum at significant discounts over the prices paid by the nationwide providers.
Quebecor has also been afforded the opportunity to sell the spectrum acquired outside of
Quebec and the Ottawa region at what The Globe and Mail described as “subsidized
rates.” 28 In 2017, Quebecor sold spectrum it had acquired in the Toronto area for CAD 96
million in 2008, to Rogers for CAD 184 million. 29 That same year it also sold 700 MHz
and 2500 MHz spectrum to Shaw/Freedom. In 2014 and 2015, Quebecor had paid CAD
420 million for 25 licenses across several provinces, of which it sold seven licenses to
Shaw for CAD 430 million. 30
35.

Thus, unless nationwide providers cease serving the entire country, obtain access to a thirdparty network risk free and at cost, and are granted spectrum at significantly lower prices,
they cannot match the cost structures of the regional provider Videotron. However, Rogers,
Bell, and TELUS, as nationwide providers competing for market share, must tailor their
pricing strategies in Quebec to compete with the artificial competitive advantages enjoyed
by Videotron.

In its 2017 presentation to analysts, Quebecor indicated its intent to “Focus on Core Business,” and as part
of that it conducted the “Sale of Spectrum outside Quebec.” (Quebecor, CIBC 16th Annual Eastern Institutional
Investor Conference, September 28, 2017, slide 11.)
28
Konrad Yakabuski, “Ottawa’s approval of the Quebecor spectrum sale would see Péladeau laughing all
the way to the bank,” The Globe and Mail, June 16, 2017.
29
Ibid.
30
Ibid.; see also “Shaw acquires 700MHz, 2500MHz spectrum from Videotron for CAD430m, sells ViaWest
for CAD2.3bn,” Telegeography, June 14, 2017.
27
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IV.

THE BUREAU’S CLAIM IS INCONSISTENT WITH BASIC ECONOMIC THEORY

A.

The Bureau’s Coordinated Behavior Claim Is Theoretically Inconsistent

36.

Coordinated behavior, where such involves a multitude of differentiated products is
difficult, if not impossible, to establish and maintain. Other than a cursory review, the
Bureau did not examine how the alleged coordination can be accomplished. Mobile
wireless services differ in plan attributes (e.g., number of monthly voice, data, and SMS
allowances), activation fees, network quality (download speeds), handset offerings and
discounts, and bundling options. The Bureau claims that Rogers, Bell, and TELUS
coordinate on the monthly recurring charge (MRC). It makes little economic sense to
coordinate on one pricing attribute when there are multiple attributes involved. For
instance, even if the nationwide providers coordinate on the MRC (which they do not),
such an observation does not establish coordinated behavior because providers could
“cheat” by offering greater handset discounts or increased download speeds at the alleged
coordinated price level.

37.

Had the Bureau focused not just on price, it would have recognized that providers do
compete on quality (despite the Bureau’s claim to the opposite). Speedtest (aka Ookla), a
network testing firm, developed a “Speed Score” that incorporates low-end, median, and
top-end performance for both download and upload speeds to “reflect the full breadth of
consumer experience on a given network.” 31 The rankings in the 2nd and 3rd quarter 2017
and 1st and 2nd quarter 2018 are shown in Table 7. Two observations are clear: (1) the
speed rankings have improved significantly for all providers during this short period, and

Speedtest, Canada Market Snapshot 2017, November 15, 2017, and Canada Market Snapshot 2018,
September 19, 2018, http://www.speedtest.net/reports/canada/.
31
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(2) there is a significant difference between TELUS and Bell on one hand and Rogers (and
its flanker brand Fido) on the other. Both observations are inconsistent with coordinated
behavior.
Table 7: Average Download Speed by Provider
Carrier

Q2-Q3
2017

Q1-Q2
2018

(1)

(2)

(3)

TELUS
Bell
Fido
Rogers
Videotron
Freedom

42.2
41.2
28.0
27.3
28.7
17.3

58.0
57.1
39.6
36.2
35.0
20.4

Change
(3)-(2)
(4)

% Change
(4)/(2)
(5)

15.8
15.9
11.6
8.9
6.3
3.1

38%
38%
41%
33%
22%
18%

Source: Speedtest, Canada Market Snapshot 2017, November 15, 2017; Canada Market
Snapshot 2018, September 19, 2018.

38.

Similarly, if there was coordinated behavior, as alleged by the Bureau (which there is not),
one would expect churn rates to be constant among the coordinating parties. Coordinated
conduct depends upon stability in the market. Churn rates measure subscriber turnover with
the higher the churn rate the greater the turnover. 32 The CRTC, which publishes the
monthly rates of the three nationwide providers, notes, “A high churn rate suggests that
customers are leaving their existing mobile providers for a number of reasons, including
dissatisfaction with the service, and taking advantage of competitive offers and pricing
issues.” 33 Because almost none of the churn is caused by subscribers moving to another
area (unlike broadband Internet), wireless provider churn represents only subscriber
turnover. Churn is expensive to the provider. According to a CIBC analysis, it costs about

A provider’s churn rate depends on a number of factors including the distribution of its customers between
postpaid and prepaid service plans, customer satisfaction with their service provider and its offerings, and switching
costs.
33
CRTC, Communications Monitoring Report, 2018, p. 168.
32
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50 times more to acquire a new subscriber (due to marketing and other acquisition costs)
than to retain an existing one, with the average acquisition cost at CAD 521 in 2017 for
Bell and TELUS. 34
39.

As shown in Table 8, the monthly Canadian nationwide wireless provider churn rates
ranged between 1.1 and 2.0 percent since 2007. More important, there is no consistency
among the alleged coordinating parties with Rogers having a churn rate 45 percent higher
than TELUS’ churn rate. This provides further evidence that there is no coordinated
behavior.
Table 8: Nationwide Wireless Provider Monthly Churn Rates
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Bell

1.7% 1.6% 1.6% 1.9% 2.0% 1.7% 1.6% 1.5% 1.5% 1.4% 1.4%

TELUS

1.5% 1.6% 1.6% 1.6% 1.7% 1.5% 1.4% 1.3% 1.3% 1.2% 1.1%

Rogers

1.6% 1.5% 1.4% 1.5% 1.8% 1.8% 1.7% 1.6% 1.6% 1.6% 1.6%

Ratio:
Bell/TELUS

1.13

1.00

1.00

1.19

1.18

1.13

1.14

1.15

1.15

1.17

1.27

Rogers/TELUS

1.07

0.94

0.88

0.94

1.06

1.20

1.21

1.23

1.23

1.33

1.45

Source: CRTC, Communications Monitoring Report, 2011, 2014, 2017, and 2018.

40.

In fact, the Canadian nationwide provider churn rates are in line with U.S. provider churn
rates, as shown in Table 9. Unlike in Canada, there is no allegation by U.S. enforcement or
regulatory agencies of coordinated behavior.

Emily Jackson, “Big telecoms are spending more cash to keep customers, but some tactics raise concerns,”
financialpost.com, March 10, 2017.
34
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Table 9: U.S. Nationwide Provider Churn Rates
AT&T
Verizon
Sprint
T-Mobile

2013

2014

2015

2016

2017

1.4%
1.3%
2.6%
2.7%

1.5%
1.3%
2.6%
2.4%

1.4%
1.2%
2.3%
2.0%

1.5%
1.3%
2.2%
1.7%

1.4%
1.3%
1.9%
1.8%

Source: FCC Fact Sheet, Communications Marketplace Report, GN Docket No. 18-231,
November 21, 2018.

B.

The Bureau’s Theory Is Inconsistent with the Contestability of the Market

41.

A market is deemed contestable if market entry barriers are low or if existing smaller
providers can expand quickly when presented with a profit opportunity. In a contestable
market, coordinated behavior will fail because a maverick provider will undercut the
supracompetitive price imposed by the coordinating parties.

42.

The Bureau previously recognized the importance of considering contestability theory in
assessing the competitiveness of a market. Specifically, in examining the competitiveness
of the broadband market, the Bureau found that “contestability is key” and elaborated:
[E]ven competitors with a high market share must respond to the threat of
entry or expansion when other competitors are seen by consumers as an
effective alternative in the marketplace. This very issue is at the heart of the
analysis in this study…. 35

43.

Further, in the context of mobile wireless, ISED acknowledged that all regional providers
have the ability to expand quickly and thus can contest the market. Specifically, ISED
found:
[R]ecent spectrum assignments in the 700 MHz, AWS-3, AWS-4 and 2500
MHz bands have provided all current and potential wireless service
providers with multiple opportunities to access additional spectrum in
the licence areas to meet their spectrum needs. 36

Competition Bureau Canada, “Delivering Choice: A Study of Competition in Canada’s Broadband
Industry,” August 7, 2019, p. 21.
36
Government of Canada, “Transfer of Spectrum Licences to Bell Canada and Xplornet Communications
Inc. from MTS Inc.,” Transfer Decision, February 15, 2017 (emphasis added).
35
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Moreover, the Bureau curiously excludes Freedom from the list of “strong regional
competitors” even though Freedom owns significant spectrum, is present in several regions
(e.g., British Columbia, Alberta, and Ontario), and belongs to Shaw Communications,
which is a company with a market capitalization of $13.6 billion. 37 Hence, Freedom is well
positioned to be the maverick. Absent established criteria as to what constitutes a strong
competitor, the Bureau can exclude a provider from that designation without justification.
Thus, the market is fully contestable rendering the Bureau’s claim a practical impossibility.

C.

The Bureau Does Not Provide Any Justification as to what Constitutes a
Strong Regional Competitor

45.

The Bureau limits its theory to “strong regional competitors,” implying that not-so-strong
or weak regional competitors cannot discipline the alleged anticompetitive behavior. The
Bureau implies that Videotron, SaskTel, Tbaytel, and MTS (prior to its merger with Bell)
are “strong regional competitors.” All other regional providers, including Freedom,
Eastlink, Xplornet, and Ice Wireless are supposedly weak regional competitors. The
Bureau does not explain what distinguishes a strong regional competitor from a weak
competitor. Rather, the Bureau labels a regional provider as a strong competitor if it
supports its theory (i.e., alleged lower prices in the areas served by regional competitors).
The Bureau labels regional providers that are inconsistent with its claim as not strong—so
that must mean weak. The Bureau’s distinction between strong and supposedly weak
regional providers exposes several fallacies underlying the Bureau’s theory.

46.

First, not knowing what distinguishes a strong versus a weak regional provider makes it
impossible to establish a causal link between the presence of the regional provider and the

37

See Bloomberg, https://www.bloomberg.com/quote/SJR/B:CN (accessed July 14, 2019).
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alleged lower prices. The Bureau’s analysis only superficially examines “alternative
explanations for regional price differences.” 38 More important, the Bureau fails to examine
why other regional providers do not support its claim. For instance, the Bureau did not
examine why Freedom does not yield lower prices. There is no justification to call Freedom
a weak regional provider but assert that Videotron is a strong regional provider. Major
communications companies that provide wireline and wireless services own both regional
providers. Notably, Shaw has a larger market capitalization of CAD 13.6 billion versus
CAD 8.1 billion for Videotron, 39 thereby calling into question why Freedom is weak and
Videotron is not. The Bureau also has no explanation of why it considers Eastlink,
Xplornet, and Ice Wireless weak regional competitors.
47.

Second, the Bureau’s distinction between weak and strong regional providers is
inconsistent with its prior statements. For example, the Bureau considered Xplornet, which
obtained 40 MHz of spectrum in Manitoba as part of the conditions imposed on the BellMTS merger, as being sufficient for the new entrant to satisfy Canada’s Supreme Court
criterion that “competition is not substantially less than it was before the merger.” 40 This
raises the question of why Xplornet is not on the Bureau’s list of strong regional providers.

48.

Third, the Bureau’s distinction is also inconsistent with the market evidence. Table 10
summarizes spectrum holdings by service area and provider. It reveals no significant
difference in spectrum holdings between supposedly weak and strong regional providers.
For instance, Videotron (strong) owns between 11 and 19 percent of the spectrum in its

Bureau Wireless Submission, ¶ 15.
See Bloomberg, https://www.bloomberg.com/quote/SJR/B:CN and
https://www.bloomberg.com/quote/QBR/A:CN (both accessed July 14, 2019).
40
Government of Canada, Competition Bureau, “To acquire MTS, Bell must sell assets and provide services
to Xplornet, Consent agreement addresses Commissioner’s concerns,” February 15, 2017.
38
39
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service territory. Eastlink (weak) owns between 11 and 14 percent of the spectrum in its
service territory. Freedom (weak) owns between 13 and 14 percent of the spectrum in its
service territory. The Bureau does not explain why regional providers with similar
spectrum portfolios in their service territories result in strong providers that break the
alleged coordinated behavior and weak providers that do not.
Table 10: Spectrum Holdings by Service Area and Provider in MHz
(as of August 1, 2019)
Service Area

Bell

Rogers

TELUS

Videotron

SaskTel

Freedom

Eastlink

Other

NL
Share of MHz

Total

212
27%

242
31%

120
15%

0
0%

0
0%

0
0%

90
11%

125
16%

788
100%

NS & PEI
Share of MHz

194
24%

244
31%

124
16%

0
0%

0
0%

0
0%

110
14%

124
16%

797
100%

NB
Share of MHz

198
24%

248
30%

116
14%

0
0%

0
0%

0
0%

110
13%

163
19%

836
100%

Eastern QC
Share of MHz

154
19%

232
29%

196
24%

134
17%

0
0%

0
0%

0
0%

86
11%

803
100%

Southern QC
Share of MHz

156
20%

240
30%

202
25%

133
17%

0
0%

0
0%

0
0%

67
8%

799
100%

Northern QC
Share of MHz

162
21%

193
25%

102
13%

150
19%

0
0%

0
0%

0
0%

176
22%

784
100%

Eastern ON
Share of MHz

155
19%

237
29%

198
24%

93
11%

0
0%

30
4%

0
0%

110
13%

823
100%

Southern ON
Share of MHz

214
27%

280
35%

128
16%

0
0%

0
0%

105
13%

0
0%

69
9%

796
100%

Northern ON
Share of MHz

217
26%

243
29%

139
17%

0
0%

0
0%

0
0%

58
7%

177
21%

834
100%

MB
Share of MHz

176
22%

230
29%

213
27%

0
0%

0
0%

0
0%

0
0%

180
22%

800
100%

SK
Share of MHz

49
6%

196
25%

201
25%

0
0%

220
28%

0
0%

0
0%

132
17%

797
100%

AB
Share of MHz

133
16%

244
29%

219
26%

0
0%

0
0%

115
14%

2
0%

114
14%

828
100%

BC
Share of MHz

145
18%

256
33%

208
26%

0
0%

0
0%

107
14%

0
0%

70
9%

787
100%

Note: Results for the northern territories are not shown. “Other” includes Tbaytel and Xplornet.
Source: Government of Canada, National Holdings for Commercial Mobile Spectrum Licenses, current as of
August 1, 2019.
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Fourth, each regional provider, whether weak or strong, has access to set-aside spectrum
and cost-based domestic roaming. Thus, even assuming coordinated behavior (which there
is none); all regional providers have ample opportunity to undercut the alleged
supracompetitive prices. If they opt not to do so, this does not imply that they require
additional regulatory handouts. Rather, it indicates that the market is competitive, and they
are unable to undercut prices.

50.

Fifth, weak regional providers are growing significantly faster than the nationwide
providers are. This observation is inconsistent with the Bureau’s theory alleging that weak
regional providers are unable to compete with nationwide providers and hence unable to
break the alleged coordinated behavior. Freedom and Eastlink, both categorized as weak
regional competitors, have grown significantly faster than the nationwide providers have.
Specifically, between fiscal 2016 and 2017, Freedom grew by 10 percent and by another
22 percent between fiscal 2017 and 2018. In the nine months period ending May 2019,
Freedom reported 12.5 percent growth. 41 Likewise, between 2017 and 2018, Eastlink grew
10.0 percent, and another 8 percent in the first quarter of 2019. 42 These growth statistics
compare to an average 2013–2017 growth rate of 2.8 percent for nationwide providers. The
phenomenon of Freedom’s and Eastlink’s growth is inconsistent with the Bureau’s
coordinated behavior theory. Clearly, these regional providers are competing for market
share. The growth is direct evidence of their effectiveness as a competitor. Conversely, it
also indicates that the nationwide providers do not have as much market power (if any) as

Shaw’s fiscal year runs through August. (Shaw Communications Inc., 2017 Annual Report, p. 7; 2018
Annual Report, p. 9. Shaw Announces Second Quarter and Year-To-Date Fiscal 2019 Results, April 9, 2019, p. 12.)
42
TeleGeography.
41
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the Bureau alleges – each nationwide provider’s loss of market share is the direct evidence
of that.
51.

The Bureau made some erroneous assumptions in reaching its conclusion. It appears that
if the Bureau observed lower prices, and after limited testing it assumed the regional
provider was the reason and therefore decided that the regional provider was strong. To the
contrary, if it observed no provincial price differences, it attributed this to a weak regional
provider. This method is not only poor scientific research but also is inconsistent with the
market and theoretical evidence. Moreover, this method obviously leads to incorrect
conclusions that in turn might lead to bad policy decisions.

V.

THE ECONOMIC
METHODOLOGY

LITERATURE

DISAGREES

52.

Economic analysis of coordinated behavior across firms has identified key features that

WITH

THE

BUREAU’S

make coordination possible.
[F]or coordination to be viable, it must be feasible for participants to reach
an agreement on the terms of coordination; it must also be possible to
monitor that this agreement is being respected by the colluding firms; and
deviating firms must be punished, and in the case of tacit collusion it is the
credibility of this punishment mechanism that holds the collusive agreement
together, i.e. enforces it. 43
This framework applies to both explicit and tacit coordination. 44 Yet, the Bureau’s analysis
does not address any of these factors.

See Peter Davis and Eliana Garces, “Quantitative Techniques for Competition and Antitrust Analysis,”
(Princeton University Press: 2010): 319. See also, Richard Schmalensee and Robert Willig, “Handbook of Industrial
Organization,” Fifth Edition, Volume 1, (North Holland: 1998): 416-424 (hereinafter Schmalensee and Willig); see
also Peter Davis and Eliana Garces, “Quantitative Techniques for Competition and Antitrust Analysis,” (Princeton
University Press: 2010): 319.
44
Ibid.
43
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Reaching an agreement requires a common understanding on what it means to coordinate,
for example, an understanding of the dimensions on which coordination occurs and an
indication of expected behavior. 45 In tacit collusion, the agreement would not be explicit;
instead, the market participants would have to infer it from information available in the
market. A market where pricing is complex (i.e., involving multiple products or different
versions of the same product) makes it harder for the firms to find a mutually acceptable
understanding of what it means to tacitly coordinate. For example, coordinating prices is
not enough when customer retention discounts could be offered. The Bureau assumes away
all this complexity.

54.

In practice, each mobile wireless provider offers a menu of products and product bundles
(e.g., a bundle may include voice minutes, SMS messages, and data). The bundles differ
across mobile wireless providers (e.g., “TELUS offered plans with 8, 9 or 10 GB of data
with unlimited voice and unlimited SMS in Quebec, whereas Rogers offers a 10 GB plan
only). Similarly, bundles of services where mobile wireless services are bundled with
Internet or TV differ across providers in the quality of the Internet connection (e.g., speed)
or content (for TV offerings). Reaching an agreement on a multitude of bundles and a
multitude of packages in multiple markets is difficult and not likely to result in an effective
agreement. Agreements are also more difficult in industries with rapid change, which is the
case for the mobile wireless market where all competitors constantly introduce new
products or features (e.g., handset financing). 46

Ibid.
See Rogers Communications, Inc., “Rogers introduces new 24- and 36-month device financing options,”
Globe Newswire, July 10, 2019.
45
46
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Further, successful coordination depends on a firm’s ability to observe or infer with
confidence the actions of its competitors and to observe deviations for the coordinated
actions, for example, from coordinated prices. The dynamic nature of mobile wireless
markets where each competitor constantly introduces new product bundles makes it harder
to monitor a competitor’s actions. The Bureau did not identify any specific monitoring
mechanism.

56.

Any success with coordination depends on the ability to enforce the agreement. In both
explicit and tacit coordination, enforcement depends on the existence of a threat of a
credible punishment directed either at a deviating firm if they move away from the
coordinated outcome when a deviation is detected. A successful punishment mechanism
eliminates gains from deviation and helps sustain coordination. An effective enforcement
mechanism is generally difficult to find, which is why even explicit cartels break down. 47
Such a mechanism is especially difficult for tacit collusion. Here, the Bureau has not
identified any enforcement or punishment mechanism.

VI.

THE BUREAU’S CLAIM IS INCONSISTENT WITH PRIOR STUDIES

57.

The Bureau’s claim is inconsistent with several studies that found the market to be
competitive. Reviewing and incorporating these studies is important, particularly given the
serious shortfalls in the Bureau’s study.

58.

First, as part of my review of the Wall/Nordicity studies (see Appendix D), I prepared an
alternative study that corrects for their “omission of key plan attributes, the complete

See Margaret C. Levenstein and Valerie C. Suslow, “What determines cartel success,” Journal of
Economic Literature, Vol. 44, No. 1, 2006.
47
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oversight of network qualities, and the absence of country-specific characteristics.” 48 I
compared Canadian prices at both the country level and the region level. 49 In both cases, I
found that around 80 percent of the forecasted prices were below the international
benchmark, and only about 20 percent were above the international benchmark. 50 These
results refute the claims of Wall/Nordicity, the Competition Bureau, and other studies that
incorrectly claim that Canada’s prices are above the international norm. 51 I presented my
study to ISED along with the database used to conduct the analysis.
59.

Second, a study conducted by Dr. Jeffrey Eisenach in 2014 concluded that Canada’s
“mobile wireless services are robustly competitive and that additional wholesale regulation
would almost certainly harm – and in any case, would not improve – consumer welfare.” 52
The same principle applies to any proposed preferential treatment. In the presence of a
competitive market, these measures would harm consumer welfare. Dr. Eisenach based
these findings on factors such as voice minutes of use, data traffic per connection, revenue
per subscriber as well as investment and network quality reflected in part in smartphone
adoption.

See Christian M. Dippon, Ph.D., “An Accurate Price Comparison of Communications Services in Canada
and Select Jurisdictions,” NERA Economic Consulting, October 19, 2018 p. 27 (hereinafter Dippon Price
Comparison).
49
I used cities operating as proxies for the region, for example, Toronto for Ontario and Regina for
Saskatchewan.
50
Dippon Price Comparison, pp. 34–35.
51
See Christian Dippon, “Oversimplified and Misleading International Price Comparisons Must Not Guide
Policy and Regulatory Decisions,” March 13, 2019, NERA Economic Consulting, available for download at
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3420803.
52
Before the Canadian Radio-television and Telecommunications Commission, Review of Wholesale Mobile
Wireless Services, CRTC 2014-76, Expert Report of Jeffrey A. Eisenach, Ph.D. on Behalf of TELUS Communications
Company, May 15, 2014, ¶ 6 (hereinafter Eisenach 2014).
48
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60.

The Bureau’s Claim Is Inconsistent with Prior
Studies

Dr. Eisenach also accounted for operating conditions, for example, the number of wireless
connections per square kilometer and the number of mobile connections by provider. Dr.
Eisenach further explains that regulatory intervention requires a two-pronged test:
(1) A market failure must exist which prevents competitive forces from
maximizing consumer welfare in the usual, well-understood ways. That is,
the market must exhibit some form of market power, externality, or other
imperfection that causes the quantity and/or quality of output to deviate
from the economically efficient level. (2) It must be possible to design and
implement, in the real world, a form of regulatory intervention that will, on
net, improve market performance and enhance consumer welfare. 53
Dr. Eisenach’s recommendation is relevant to the present consultation. ISED must establish
that market failure has occurred and weigh the pros and cons of its available regulatory
tools, ultimately recommending one that promises a net market performance improvement.
The above discussion demonstrates that the selected studies that ISED considered in its
3500 MHz consultation (i.e., the Bureau’s filing n CRTC 2019-57 and the Wall report) are
insufficient and frequently incorrect in demonstrating market failure. Further, ISED’s
consultation gives no indication that it considered the trade-offs of continued market
intervention, continued preferential treatment of a select group of bidders, and set-asides.

61.

Third, Dr. Robert Crandall in a recent study concluded, “the Canadian mobile wireless
sector is competitive with most of the competitive focus on the delivery of high-speed data
services.” 54 He further noted that with 5G deployment beginning it “is important that the
regulatory environment continue to induce high levels of network investment.” 55 Again,

Ibid, ¶ 7 (notes omitted).
Before the Canadian Radio-Television and Telecommunications Commission, Telecom Notice of
Consultation CRTC 2019-57, Review of mobile wireless services, “An Analysis of the Performance of the Canadian
Mobile Wireless Industry,” Expert Report of Robert W. Crandall On behalf of TELUS Communications, Inc., May
15, 2019, ¶ ES1 (hereinafter Crandall Report).
55
Ibid, ¶ ES2.
53
54
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there is no indication that ISED considered this evidence. If it did, it would necessarily
have concluded that procompetitive measures are superfluous at best.
62.

Fourth, the fact that Canada is home to some of the most advanced networks in the world
is a reflection of the competitiveness of the mobile wireless market in Canada. For instance,
as explained by Dr. Crandall, “Canada has moved much more rapidly to deploy 4G than
has the average European country. Europe has only recently approached Canada in terms
of 4G availability.” 56 Figure 1 is a reproduction of Dr. Crandall’s findings.
Figure 1: Crandall Technology Deployment Comparison
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Source: Crandall Report.

63.

Similarly, as shown in Figure 2, OpenSignal finds Canada among the leaders in terms of
average download speeds.

56

Ibid, p. 17.

© NERA Economic Consulting

34

Competitive Pricing
Under Varying Demand Conditions

The Bureau’s Claim Is Inconsistent with Prior
Studies

Figure 2: OpenSignal Average Download Speeds

Source: OpenSignal, “The State of Mobile Network Experience, Benchmarking mobile on the eve of the 5G
revolution,” May 2019.

64.

Canada’s leading market performance is the result of its providers’ equally leading
investment efforts. As reported by Dr. Crandall and reproduced in Figure 3, “Canadian
carriers continue to invest more heavily than their EU counterparts….” 57

57

Crandall Report, p. 25.
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Figure 3: Crandall Network Investment Comparison
Wireless Capital Expenditures per Connection

120

United
States

100

U.S. Dollars

80

Canada

60
40

EU

20
2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

0

Source: Crandall Report.

65.

Within Canada, the three nationwide providers also rank at the top with all three exhibiting
excellent quality across a number of metrics such as average download speed and latency,
and they generally outperform the regional providers. 58 The characteristics of the Canadian
mobile wireless market are consistent with those of a competitive market.

VII.

CONCLUSION

66.

The Bureau observed temporal provincial price differences and concluded that provinces
with higher prices are subject to coordinated behavior. This sweeping and serious
allegation requires much more proof than the evidence offered by the Bureau. My review
of the Bureau’s study uncovered serious shortfalls and inconsistencies with marketplace
evidence and economic theory. There is no coordinated behavior among the three
nationwide providers despite provincial differences found by the Bureau. Further, the
presence of a regional provider – be it strong or weak – does not indicate coordinated

OpenSignal, “Mobile Network Experience Report, Canada,” February 2019,
https://www.opensignal.com/reports/2019/02/canada/mobile-network-experience.
58
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Conclusion

behavior within a province. The Bureau’s claims are false because the facts simply do not
support the claims. In addition, the methodology used by the Bureau to support its claims
is faulty. It is therefore my expert opinion that the Bureau’s study should not serve as input
to public policy discussions and regulatory and competition matters.
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Appendix A: Mobile Wireless Pricing Data July 2019

APPENDIX A: MOBILE WIRELESS PRICING DATA JULY 2019
Provincial Prices
Prepaid Plans
July 1, 2019
Bell

Province
British Columbia
Saskatchewan
Ontario
Quebec

$
$
$
$

$
$
$
$

Province
British Columbia
Saskatchewan
Ontario
Quebec

30.00
30.00
30.00
30.00

$
$
$
$

45.00
45.00
45.00
45.00

$
$
$
$

50.00
50.00
50.00
50.00

$
$
$
$

35.00
35.00
35.00
35.00

$
$
$
$

55.00
55.00
55.00
55.00

$
$
$
$

55.00
55.00
55.00
55.00

30.00
30.00
30.00
30.00

Rogers
$
$
$
$

1 GB+
TELUS
$
$
$
$

20.00
20.00
20.00
20.00

Rogers

500 MB
TELUS

Bell
$
$
$
$

25.00
25.00
25.00
25.00

Rogers

250 MB
TELUS

Bell

Province
British Columbia
Saskatchewan
Ontario
Quebec

$
$
$
$

Bell

Province
British Columbia
Saskatchewan
Ontario
Quebec

20.00
20.00
20.00
20.00

No Data, 50+ Mins
TELUS

50.00
50.00
50.00
50.00

Rogers
$
$
$
$

65.00
65.00
65.00
65.00

Notes:
All plans include unlimited SMS; Bell includes international SMS
Bell 50 plan includes 100 local mins and 100 MB
Bell 250 includes 250 local mins and 350 MB w/ promotion
Bell 500 plan includes 500 nationwide mins and 1 GB
Bell GB plan includes 500 nationwide mins and 1 GB
TELUS 50 plan includes 50 local mins (plus unlimited local nights & weekends)
TELUS 250 includes 100 local mins and 250 MB (plus unlimited local nights & weekends)
TELUS 500 plan includes 500 nationwide mins and 1 GB
TELUS GB plan includes 500 nationwide mins and 1 GB
Rogers 50 plan includes 50 local mins
Rogers 250 includes 50 local mins and 250 MB
Rogers 500 plan includes 100 local mins and 500 MB (plus unlimited local nights & weekends)
Rogers GB plan includes 1 GB and 150 local mins (plus unlimited local nights & weekends).
Source: Providers’ websites.
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Provincial Prices
Postpaid Plans
July 1, 2019
Province
British Columbia
Saskatchewan
Ontario
Quebec

Bell
$
$
$
$

Province
British Columbia
Saskatchewan
Ontario
Quebec

$
$
$
$

30.00
30.00
30.00
30.00

$
$
$
$

45.00
45.00
45.00
45.00

$
$
$
$

50.00
50.00
50.00
50.00

$
$
$
$

35.00
35.00
35.00
35.00

$
$
$
$

55.00
55.00
55.00
55.00

$
$
$
$

55.00
55.00
55.00
55.00

30.00
30.00
30.00
30.00

Rogers
$
$
$
$

1 GB+
TELUS
$
$
$
$

20.00
20.00
20.00
20.00

Rogers

500 MB
TELUS

Bell
$
$
$
$

25.00
25.00
25.00
25.00

Rogers

250 MB
TELUS

Bell

Province
British Columbia
Saskatchewan
Ontario
Quebec

$
$
$
$

Bell

Province
British Columbia
Saskatchewan
Ontario
Quebec

20.00
20.00
20.00
20.00

No Data, 50+ Mins
TELUS

50.00
50.00
50.00
50.00

Rogers
$
$
$
$

65.00
65.00
65.00
65.00

Notes:
All plans listed include unlimited Canada-wide minutes and SMS
Bell 50 plan includes 100 local mins and 100 MB
Bell 250 includes 250 local mins and 350 MB w/ promotion
Bell 500 plan includes 500 nationwide mins and 1 GB
Bell GB plan includes 500 nationwide mins and 1 GB
TELUS 50 plan includes 50 local mins (plus unlimited local nights & weekends)
TELUS 250 includes 100 local mins and 250 MB (plus unlimited local nights & weekends)
TELUS 500 plan includes 500 nationwide mins and 1 GB
TELUS GB plan includes 500 nationwide mins and 1 GB
Rogers 50 plan includes 50 local mins
Rogers 250 includes 50 local mins and 250 MB
Rogers 500 plan includes 100 local mins and 500 MB (plus unlimited local nights & weekends)
Rogers GB plan includes 1 GB and 150 local mins (plus unlimited local nights & weekends).
Source: Providers’ websites.
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Provincial Prices
Rogers Postpaid Basic Plans
July 1, 2019
MRC

Data (GB)

Prov.
Minutes

Nat'l
Minutes

SMS

BC
$25.00
$25.00
$35.00
$40.00

0.1
0
0
0

n/a
n/a
Unlimited
n/a

50
150
0
Unlimited

100
50
Unlimited
Unlimited

50
150
0
Unlimited

100
50
Unlimited
Unlimited

ON
$25.00
$25.00
$35.00
$40.00

0.1
0
0
0

n/a
n/a
Unlimited
n/a
QC

$29.00
$30.00
$35.00
$35.00
$40.00

2

0
0
0
0
0

n/a
n/a
n/a
Unlimited
n/a

300
100
200
0
Unlimited

1
1
1

Unlimited
Unlimited
Unlimited
Unlimited
Unlimited

SK
$25.00
$25.00
$25.00
$29.00
$30.00
$35.00
$45.00
$40.00

2

0.1
0
0
0
0
0
0.2
0

n/a
n/a
200
n/a
n/a
Unlimited
n/a
n/a

3

50
150
0
300
500
0
1000
Unlimited

1
1
1

100
50
Unlimited
Unlimited
Unlimited
Unlimited
Unlimited
Unlimited

Notes: Overage fee is $10/100 MB
1
Unlimited Canada-wide calling after 6 pm
2
Plan is exclusive to Doro Phone
3
Unlimited local calling after 6 pm
Source: Providers’ websites.
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Appendix B: Mobile Wireless Pricing Data August 2019

APPENDIX B: MOBILE WIRELESS PRICING DATA AUGUST 2019
Provincial Prices
Postpaid Plans
July 29, 2019 (Bell, Rogers, and TELUS)
August 6, 2019 (Videotron and SaskTel)

Provincial Prices
Postpaid Plans
July 1, 2019
GB
5
6
8
10
14
15
16
20

BC
$/Month
n/a
$90.00
n/a
$100.00
$110.00
$135.00
n/a
$165.00

Bell

GB
5
6
8
10
14
15
16
20

ON
$/Month
n/a
$90.00
n/a
$100.00
$110.00
$135.00
n/a
$165.00

GB
5
6
8
10
14
15
16
20

QC
$/Month
n/a
$50.00
$59.00
$64.00
$75.00
n/a
$85.00
n/a

GB
10
20
50

BC
$/Month
$75.00
$95.00
$125.00

GB
10
20
50

Rogers
ON
$/Month
GB
$75.00
10
$95.00
20
$125.00
50

GB
10
20
50

BC
$/Month
$75.00
$95.00
$125.00

GB
10
20
50

TELUS
ON
$/Month
GB
$75.00
10
$95.00
20
$125.00
50

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

$90.00
n/a
n/a
$100.00
$125.00
n/a
$110.00
$150.00
n/a
$180.00
n/a
n/a
n/a
n/a
$280.00
n/a
$410.00

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

GB
n/a

BC
$/Month

GB
n/a

$90.00
n/a
n/a
$100.00
$125.00
n/a
$110.00
$150.00
n/a
$180.00
n/a
n/a
n/a
n/a
$280.00
n/a
$410.00

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

GB
5
6
8
10
14
15
16
20

SK
$/Month
$50.00
n/a
n/a
$60.00
n/a
n/a
n/a
$75.00

GB
5
6
8
10
14
15
16
20

BC
$/Month
$70.00
n/a
n/a
$85.00
n/a
n/a
n/a
$105.00

QC
$/Month
$75.00
$95.00
$125.00

GB
10
20
50

SK
$/Month
$65.00
$85.00
$115.00

QC
$/Month
$75.00
$95.00
$125.00

GB
10
20
50

$50.00
$59.00
$64.00
$69.00
n/a
$75.00
n/a
n/a
$95.00
n/a
$130.00
n/a
$160.00
n/a
n/a
n/a
n/a

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

Regional MNOs
ON
Videotron - QC
$/Month
GB
$/Month
1
$38.00
4
$49.00
5
n/a
8
$55.00
9
$58.00
10
$61.00
11
$68.00
15
n/a
16
n/a
17
$75.00
19
$85.00
20
n/a
35
n/a
50
n/a

ON
$/Month
$70.00
n/a
n/a
$85.00
n/a
n/a
n/a
$105.00

GB
5
6
8
10
14
15
16
20

QC
$/Month
$60.00
n/a
n/a
$75.00
n/a
n/a
n/a
$95.00

GB
5
6
8
10
14
15
16
20

SK
$/Month
$60.00
n/a
n/a
$75.00
n/a
n/a
n/a
$95.00

GB
10
20
50

BC
$/Month
$75.00
$95.00
$125.00

GB
10
20
50

Rogers
ON
$/Month
GB
$75.00
10
$95.00
20
$125.00
50

QC
$/Month
$65.00
$85.00
$115.00

GB
10
20
50

SK
$/Month
$65.00
$85.00
$115.00

SK
$/Month
$65.00
$85.00
$115.00

GB
10
20
50

BC
$/Month
$75.00
$95.00
$125.00

GB
10
20
50

TELUS
ON
$/Month
GB
$75.00
10
$95.00
20
$125.00
50

QC
$/Month
$65.00
$85.00
$115.00

GB
10
20
50

SK
$/Month
$65.00
$85.00
$115.00

$55.00
n/a
n/a
n/a
n/a
$65.00
n/a
$75.00
n/a
$85.00
n/a
$100.00
n/a
$115.00
n/a
n/a
n/a

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

n/a
n/a
n/a
$75.00
n/a
n/a
n/a
n/a
n/a
$95.00
n/a
n/a
n/a
n/a
n/a
$125.00
n/a

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

$55.00
n/a
n/a
$65.00
n/a
n/a
n/a
n/a
n/a
$85.00
n/a
n/a
n/a
n/a
n/a
$115.00
n/a

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

$55.00
n/a
n/a
$65.00
n/a
n/a
n/a
n/a
n/a
$85.00
n/a
n/a
n/a
n/a
n/a
$115.00
n/a

Sasktel - SK
GB
$/Month
1
$50.00
4
n/a
5
$65.00
8
n/a
9
n/a
10
$75.00
11
n/a
15
$85.00
16
n/a
17
n/a
19
n/a
20
$100.00
35
$130.00
50
$170.00

GB
n/a

Notes:
All plans listed include unlimited Canada-wide minutes and SMS
Contract terms vary by provider
Data quantity refers to LTE full-speed data
Tables only include single-line plans (no group plans)
SaskTel plans include a $10 BYOD discount.
Source: Providers’ websites.
© NERA Economic Consulting

Bell

GB
5
6
8
10
14
15
16
20

BC
$/Month

GB
n/a

n/a
n/a
n/a
$75.00
n/a
n/a
n/a
n/a
n/a
$95.00
n/a
n/a
n/a
n/a
n/a
$125.00
n/a

6
8
9
10
10
12
14
15
18
20
24
25
32
35
40
50
80

Regional MNOs
ON
Videotron - QC
$/Month
GB
$/Month
1
$38.00
4
$49.00
5
n/a
8
$52.00
9
$55.00
10
$58.00
11
n/a
15
n/a
16
$65.00
17
$72.00
19
$82.00
20
n/a
35
n/a
50
n/a

Sasktel - SK
GB
$/Month
1
$50.00
4
n/a
5
$65.00
8
n/a
9
n/a
10
$75.00
11
n/a
15
$85.00
16
n/a
17
n/a
19
n/a
20
$100.00
35
$130.00
50
$170.00
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Appendix C: A Non-exhaustive List of Products and
Services with Provincial Price Differences

APPENDIX C: A NON-EXHAUSTIVE LIST OF PRODUCTS AND SERVICES WITH
PROVINCIAL PRICE DIFFERENCES
Price Levels across Canada
Vendor

Market

Product

Location

Price Less Tax
and Fees

(a)

(b)

(c)

(d)

(e)

Bell
Bell
Bell
Bell

TV
TV
TV
TV

"Good" Package
"Good" Package
"Good" Package
"Good" Package

Toronto, ON
Sudbury, ON
Montreal, QC
Gatineau, QC

$46.45
$46.45
$44.45
$44.45

Bell
Bell

Broadband
Broadband

"Fibe 50" Package (50 Mbps up/down)
"Fibe 50" Package (50 Mbps up/down)

Toronto, ON
Gatineau, QC

$67.95
$64.95

Bell
Bell

Broadband
Broadband

"Fibe 50" Package (50 Mbps up/10 down)
"Fibe 50" Package (50 Mbps up/10 down)

Sudbury, ON
Montreal, QC

$67.95
$64.95

Shaw
Shaw
Shaw

Broadband
Broadband
Broadband

"Internet 100" (100Mbps up/down)
"Internet 100" (100Mbps up/down)
"Internet 100" (100Mbps up/down)

Saskatoon, SK
Vancouver, BC
Thunder Bay, ON

$70.00
$70.00
$70.00

Shaw
Shaw
Shaw

Broadband
Broadband
Broadband

"Medium TV" Package
"Medium TV" Package
"Medium TV" Package

Saskatoon, SK
Vancouver, BC
Thunder Bay, ON

$80.00
$80.00
$80.00

Hertz
Hertz
Hertz
Hertz
Hertz
Hertz

Rental Cars
Rental Cars
Rental Cars
Rental Cars
Rental Cars
Rental Cars

Midsize Car (Toyota Corolla or Similar) - 42 hours
Midsize Car (Toyota Corolla or Similar) - 42 hours
Midsize Car (Toyota Corolla or Similar) - 42 hours
Midsize Car (Toyota Corolla or Similar) - 42 hours
Midsize Car (Toyota Corolla or Similar) - 42 hours
Midsize Car (Toyota Corolla or Similar) - 42 hours

YVR, BC
YXE, SK
YUL, QC
YYZ, ON
Mississauga, ON
Downtown Montreal, QC

$127.56
$117.26
$135.14
$153.04
$146.10
$124.02

National
National
National
National
National

Rental Cars
Rental Cars
Rental Cars
Rental Cars
Rental Cars

YVR, BC
YXE, SK
YYZ, ON
YUL, QC
YQB, QC

$132.00
$124.00
$146.90
$135.62
$123.94

Domino's
Domino's
Domino's
Domino's
Domino's
Domino's

Food
Food
Food
Food
Food
Food

Midsize (Hyundai Elantra or Similar) - 42 hours
Midsize (Hyundai Elantra or Similar) - 42 hours
Midsize (Hyundai Elantra or Similar) - 42 hours
Midsize (Hyundai Elantra or Similar) - 42 hours
Midsize (Hyundai
Elantra or Similar)) - 42 hours
( y
14" Veggie Pizza
14" Veggie Pizza
14" Veggie Pizza
14" Veggie Pizza
14" Veggie Pizza
14" Veggie Pizza

Vancouver, BC
Saskatoon, SK
Toronto, ON
Thunder Bay, ON
Montreal, QC
Gatineau, QC

Subway
Subway
Subway
Subway

Food
Food
Food
Food

Spicy Italian Sandwich
Spicy Italian Sandwich
Spicy Italian Sandwich
Spicy Italian Sandwich

Vancouver, BC
Saskatoon, SK
Toronto. ON
Montreal, QB

$8.99
$8.29
$8.79
$8.79

Tim Hortons
Tim Hortons
Tim Hortons
Tim Hortons

Food
Food
Food
Food

Medium Original Blend Black Coffee
Medium Original Blend Black Coffee
Medium Original Blend Black Coffee
Medium Original Blend Black Coffee

Vancouver, BC
Saskatoon, SK
Thunder Bay, ON
Montreal, QB

$1.86
$1.67
$1.76
$1.76

JOEY
JOEY

Food
Food

Tuna Poke Bowl
Tuna Poke Bowl

Vancouver, BC
Toronto, ON

$21.99
$24.99
$19.99
$18.49
$21.99
$21.00

$21.00
$19.75

Notes: All data was collected on August 6, 2019, or August 7, 2019. The only exception is Bell TV and Internet data,
which was collected on July 8, 2019. YVR, BC YXE, SK YUL, QC YYZ, ON and YQB, QC are airport codes.
Sources: Providers’ websites.
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Appendix D: An Accurate Price Comparison of
Communications Services in Canada and Select
Jurisdictions

APPENDIX D: AN ACCURATE PRICE COMPARISON OF COMMUNICATIONS
SERVICES IN CANADA AND SELECT JURISDICTIONS
See Attachment A of the Reply Expert Report of Christian M. Dippon, Ph.D. on Behalf of
TELUS Communications Inc. Re: Consultation on a Policy and Licensing Framework for
Spectrum in the 3500 MHz Band, dated September 20, 2019.
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