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12 April 2001

Ms. Ursula Menke
Secretary General 

Canadian Radio-television and

  Telecommunications Commission

Ottawa, Ontario

K1A0N2

Dear Ms. Menke:

Subject:
Public Notice CRTC 2000-175:  Seeking comments on the background report recommending appropriate mechanisms to monitor the Canadian telecommunications industry

 AUTONUM 
Pursuant to the procedures set out by the Commission in its letter to interested parties, dated 2 March 2001, with respect to Public Notice 2000-175, the attached submission is being filed on behalf of Aliant Telecom Inc., Bell Canada, MTS Communications Inc., Saskatchewan Telecommunications and Télébec ltée (collectively, the Companies).

 AUTONUM 
A machine-readable file copy of the submission is being provided to the Commission via Internet email.

Yours truly,

Attachment

c.c.:
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Table 1:
Summary of Selection Criteria for Current and Proposed Banding Classifications

1.0
INTRODUCTION
1.
Pursuant to the procedures set out by the Commission in its letter to interested parties, dated 2 March 2001, with respect to Public Notice 2000-175, the attached submission is being filed on behalf of Aliant Telecom Inc., Bell Canada, MTS Communications Inc., Saskatchewan Telecommunications and Télébec ltée (collectively, the Companies), without prejudice to the further participation of each of the Companies in this proceeding.  Below the Companies provide their responses to the issues raised by a report (the Background Report) prepared by Lemay-Yates Associates Inc. (Lemay-Yates) dated 21 March 2001, as well as their comments on other issues of relevance to this proceeding.

2.
Public Notice 2000-175, issued on 15 December 2000, provided for consultation with the telecommunications industry and other interested parties to determine the information needed to monitor effectively the state of competition in the telecommunications industry in Canada.

 AUTONUM 
Public Notice 2000-175 noted that the information collected will be used to assist the Commission to fulfill the requirements under Order in Council P.C. 2000-1053 (the Order in Council), 26 June 2000.  The Order in Council requires the Commission to submit a report to the Governor in Council, once in each year for the next five years, assessing, among other things:


i)
the status of competition in Canadian telecommunications markets; and


ii)
the deployment and accessibility of advanced telecommunications infrastructure and services in urban and rural areas in all regions of Canada.

 AUTONUM 
On 21 March 2001, the Background Report, Monitoring the Canadian Telecommunications Industry, produced by Lemay-Yates under contract to the Commission, was released.  The Background Report provides a broad overview of information that could be monitored and mechanisms that could be employed to achieve the Commission's objectives.

 AUTONUM 
In requesting the Commission to annually monitor and report on the status of competition in Canadian telecommunications markets, the Governor in Council did not specify the nature of the report or how this task should be accomplished.  As a result, in Public Notice 2000-175, the Commission has focussed primarily on the collection of data from the industry as a first step in achieving its goal.

 AUTONUM 
In assessing the question of the nature and scope of the data the Commission intends to collect, it is suggested that a useful starting point is the analysis and discussion on market competitiveness set out in Decision 94-19.
  While the Commission's discussion and conclusions in that decision were meant to address the criteria for the exercise of forbearance, many of the same considerations apply to an analysis of the state of competition in specific product markets or more generally in the Canadian telecommunications market.  

 AUTONUM 
The conditions noted by the Commission in Decision 94-19, for a workably competitive market, included the following:


i)
demand conditions such as economically feasible substitutes and the costs of changing suppliers;


ii)
supply conditions such as the ease of rivals to expand output in response to non‑transitory price increases, the likelihood of entry and the nature of any barriers that may prevent such entry;


iii)
evidence of rivalrous behavior;


iv)
the nature of innovation and technological change;


v)
poised or potential competition and whether entry is likely to occur and become effective within a reasonable period of time; and


vi)
market share data as a partial measure of an incumbent's market power.

 AUTONUM 
It is appropriate to look at the same six factors in an examination of the state of competition as are used in a determination of the existence of conditions for forbearance.  However, it is not practical in terms of an annual industry review to perform the same extensive data collection exercise that might be associated with a forbearance application and review.  In addition, a qualitative examination of these factors would supplement data collection on an aggregate basis in determining the current state and future potential for the market.  Such an approach would allow the Commission to monitor ongoing developments of competition in all markets.

 AUTONUM 
The Background Report does not attempt to assess the data that are already collected by the Commission as a result of existing reporting requirements, such as the reporting requirements imposed on competitive local exchange carriers (CLECs) in Decision 97-8
 and on international telecommunications service providers (TSPs) in Decision 98-17.
  An assessment of what data are currently collected would be an essential step before taking further steps to collect additional data.  

 AUTONUM 
There is also a need to ensure that the Commission gathers only the data that is essential to fairly and objectively monitor the marketplace, thereby not over-burdening the industry with unnecessary data and other information requests.  

 AUTONUM 
In addition to the scope and nature of the data to be collected, the Companies have noted that confidentiality of data needs to be addressed by the Commission.  Care needs to be taken to ensure that the proprietary nature of any information collected is respected.  Although there may be a need to disaggregate information to provide meaningful insights into the state of markets, any information disclosed publicly should be aggregated sufficiently to protect individual TSP confidential data.

2.0
PRINCIPLES FOR DETERMINING WHAT INFORMATION TO COLLECT AND ANALYZE

 AUTONUM 
The Background Report does not articulate principles that might guide the Commission when deciding what information it should assess to efficiently and effectively meet its objectives.  As noted above, in past proceedings, such as in Decision 94-19, the Commission has articulated a number of conditions that should be considered in assessing whether forbearance of services is in the public interest.  Though the task at hand is different, consideration of some of these same criteria/factors would be useful to the Commission as they speak to the nature of the markets and the status of competition therein. 

 AUTONUM 
In arriving at an assessment of the status of competition, the Commission will have to consider all of the information gathered.  No single indicator should be relied upon as the sole determinant of competition, since an assessment of many factors is required to provide an objective overview of the state of competition in any market.

 AUTONUM 
When assessing which information to study, the Companies suggest that the Commission should be guided by the following principles:


i)
collect only information that is relevant to effectively assess the state of competition and the deployment of broadband infrastructure;


ii)
where possible, rely upon publicly available information and data made available for other purposes, such as:

a) data filed in other regulatory proceedings or pursuant to other regulatory requirements

b) information compiled by other agencies;


iii)
ensure that the data requirements are kept to a minimum so that requests do not require an unreasonable quantity of resources to gather and study the data; 

iv) rely upon qualitative assessments where quantitative ones are inappropriate or impractical; and

v) ensure that confidential data collected is protected from public disclosure, and that results are reported on a basis that is sufficiently aggregated so as to protect the confidentiality of the data.

3.0
SURVEY OF MONITORING METHODS USED IN OTHER COUNTRIES

 AUTONUM 
Lemay-Yates conducted interviews with regulators in other countries to assess how they monitored the industry.  Descriptions of mechanisms utilized in other jurisdictions, such as by the Federal Communications Commission (FCC) in the U.S. and Oftel in Britain, demonstrate that competitive data have been collected in these countries.  However, Lemay‑Yates provides no analysis or conclusions regarding the costs of data collection and aggregation, or the value of the resulting reports in assisting in a better understanding of the level of competition in a particular market.

 AUTONUM 
In this regard, the Companies note that the FCC in the United States has recently issued Order 00-114 regarding data collection by industry participants in the matter of local competition and broadband reporting.
  Unlike the broader requirement in the Order in Council, the FCC's focus was limited to two emerging markets, namely local exchange and broadband services.  Nevertheless, the FCC's order exemplifies the level of complexity that arises in attempting to balance the burden that data collection has on an industry with the potential public benefits that such reporting may bring.

 AUTONUM 
In particular, Order 00-114 stresses the need for specifically targetted information in defined markets with specific thresholds to exempt smaller service providers.  Moreover, the information collected is subject to a five year sunset provision to ensure that the data collection activity does not outlive its usefulness.  Geographic markets are not generally disaggregated below the state level in terms of reporting and data are aggregated in the public reports to preserve confidentiality concerns where appropriate.

 AUTONUM 
In contrast with the FCC's approach, the CRTC has a significant challenge in terms of the breadth of its annual reporting requirements for both legacy and emerging markets.  In addition, the thresholds for exemption are likely to be correspondingly lower in Canada and concerns about confidentiality in data reporting are likely to be more sensitive due to relatively smaller markets and fewer players.  In this regard, the Commission recently concluded, in Order 2001‑4, that international traffic reports by Class A licensees were not helpful in determining anti-competitive behaviour on a particular international route.
  In that proceeding, several parties had also raised the concern that, due to the relatively few competitors on certain international routes, the data could not be aggregated sufficiently to avoid publicly revealing company specific market shares.

 AUTONUM 
The Companies therefore urge the Commission not to take at face value the experience of other countries without assessing the realities of the Canadian marketplace and the value of each item of data to be collected.

4.0 RELEVANT INFORMATION

4.1
Key Markets
 AUTONUM 
Before investigating the state of competition in a market, it is necessary to first define the market.  The Order in Council specifies that the Commission report on the status of Canadian "telecommunications markets".  However, that term is not defined.  Lemay-Yates, in its Background Report, has pointed out that the market definition must incorporate considerations of service/product and geography.
  With this the Companies concur.  In this respect, services can generally be said to be in the same market if they are substitutes for one another.

 AUTONUM 
Lemay-Yates has presented 28 product/service segments as a possible list for consideration, some of which they suggest might be monitored on a disaggregated geographic basis and possibly broken down into residence, business and wholesale data.  The Companies suggest that a review of each of 28 products is not necessary, would be unwieldy and would ultimately be ineffective.  An individual service does not necessarily equate to a relevant product market, and in fact many of the noted services can be substitutes for one another.  For example, local business services can be provided by using Centrex service, PBX access lines, individual business lines or ISDN lines.  Consequently, these services should not be studied separately as though they were separate markets.

 AUTONUM 
In forbearance applications or complaints by competitors regarding anti-competitive behavior, the relevant product and geographic markets are defined by the nature of the application or the specific allegations of anti-competitive behaviour at issue.  In other words, the competitive analysis regarding markets is driven by the focus of the application or complaint.  For example, a complaint regarding a competitor's pricing in the international toll‑free market would not likely include detailed analysis of the domestic long distance market as the services are not substitutable.  In contrast with that approach, the broad focus of the report to the Governor in Council does not lend itself to a precise definition of relevant product or geographic markets since all markets are, in a sense, relevant for this exercise.  However, in order to give some structure to the monitoring report, the Companies are recommending that the report address certain key industry segments which may have some overlap or substitutability from a pure competitive analysis perspective, but nevertheless provide a reasonable overview of the industry as a whole.

 AUTONUM 
The six key telecommunications markets that currently represent an overall perspective of the market are:  


i)
local services;


ii)
payphone services;


iii)
long distance services;


iv)
private line and data networks;


v)
Internet access and related services; and


vi)
wireless services.

 AUTONUM 
With respect to local services and payphone services, given the nature of these services, some level of granularity of reporting may be appropriate.  However, possible segmentation options identified by Lemay-Yates, such as by postal codes, wire centres, local calling areas, 137 urban agglomerations or wireless licensing areas,
 appear to be unnecessarily detailed.  Since competition could be expected to roll out initially where populations are most concentrated, it is perhaps most useful to examine local services and payphone markets in terms of disaggregations that reflect population densities.  A breakdown by province or territory into the following three groupings would satisfy this need: large urban areas, smaller urban areas and rural areas.

 AUTONUM 
Disaggregation by bands, such as by the bands proposed by the Companies in the Public Notice 2000-27 proceeding, Restructured bands, revised local loop rates and related issues, could provide such a split that would be relevant for analysis (See Table 1).  As an illustration, for the local market in Ontario and Québec in Bell Canada territory, Rate Bands A and B could be aggregated and viewed as larger urban areas, Rate Bands C plus D could equate to smaller urban areas, and Rate Bands E plus F could generally equate to rural areas.  A breakdown of data by bands should be familiar to most service providers and therefore relatively simple to collect.  

 AUTONUM 
Local service is typically priced differently for residential consumers and business users.  Accordingly, it would also be appropriate to distinguish between residential and business customers when examining the local market.

 AUTONUM 
With respect to competitive long distance services, the long distance market is national in scope, as the Commission concluded in Decision 97-19.
  While there may still be a desire to obtain regional market data (such as by a province or territory) as well as national data, the overall trend and therefore market assessment should be on a national basis. 

 AUTONUM 
Decision 97-20 defines the retail private line and data markets in terms of routes
 and provides the criteria under which each route would be eligible for forbearance.  Information with respect to the availability of private line services is already collected by the Commission on a regular basis as part of its ongoing analysis of the competitiveness of these markets.  For example, lists of operational interexchange private line routes are filed by competitors of incumbent local exchange carriers (ILECs) in April and October of each year.  The Commission should rely upon these existing sources of information as well as on applications for forbearance to monitor the status of competition in interexchange private line and data markets.  To supplement this data, it would be useful for the Commission to request reports of network capacity available on national and international routes in the form of network schematics, including lit and dark fibre routes.  Such information would provide an overview of the deployment of national networks and provide an indication of overall capacity for growth.

 AUTONUM 
The Internet access market is one of the fastest growing segments of the telecommunications sector of the Canadian marketplace.  There are literally hundreds of Internet service providers (ISPs) in the Canadian market ranging from the largest ISP in the world, AOL, to locally-owned ISPs that operate in only one city or town.  The market also includes local exchange carriers, satellite companies and cable companies that offer high speed access services. 

 AUTONUM 
For the purposes of assessing the competitiveness of the Internet access market, it is not necessary to collect information separately for dial access services and high speed access services.  The Commission has already determined, that these are two components of a single market.
  Availability of alternative access should be the key criteria upon which to evaluate the state of competition in this market.  However, since this monitoring initiative also includes a focus upon the availability and deployment of advanced network infrastructure, it would be appropriate to measure separately the availability of high speed Internet access services for that purpose.  In this respect, there may also be benefit in collecting data with respect to the availability of Internet services in urban and rural areas.

 AUTONUM 
The National Broadband Task Force initiative being led by Industry Canada is studying the availability of high speed broadband Internet services to Canadian communities.  The initial findings of the Task Force will be reported in late Spring 2001.  The Commission should refer to information coming from the National Broadband Task Force for its assessment of the deployment and accessibility of broadband network infrastructure and high speed access.

 AUTONUM 
Though wireless services may be considered by some to be substitutes in some respects for local services, long distance services and increasingly for Internet access services, pricing levels and structures are currently substantially different.  Consequently, wireless should be viewed as a separate market, at least in the short term. 

4.2
Market Share 

 AUTONUM 
In Decision 94-19, the Commission recognized that market share is only one factor that could be analyzed in assessing the state of competition in any market.  Many other market conditions need to be factored in before arriving at a conclusion regarding the state of competition.

 AUTONUM 
Market share can be measured using the units of demand in the market or alternatively, by using revenues generated in the market.  In either case, it will be essential to clearly define how the data are assembled to ensure consistency of reporting.  For instance, it would be necessary to have unambiguous rules regarding the treatment of service bundles and the avoidance of "double counting" for wholesale and retail offerings.

 AUTONUM 
The following demand-based measures would be useful to collect from TSPs:
 

i)
total number of residential and business local network access services provided as of the last day of the reporting period for each of the geographic areas defined - large urban areas, other urban areas and rural areas;

ii)
total number of payphones in place as of the last day of the reporting period for each of the geographic areas defined - large urban areas, other urban areas and rural areas;

iii)
total number of minutes of long distance carried for the reporting period;

iv)
total number of dial up and high speed subscriptions for Internet access as of the last day of the reporting period for each of the geographic areas defined - large urban areas, other urban areas and rural areas; and

v) total operational wireless telephone numbers in place as of the last day of the reporting period for each of the geographic areas defined - large urban areas, other urban areas and rural areas.

4.3
Demand and Supply Conditions

 AUTONUM 
Among the criteria that should be examined in evaluating the state of competition in any market would be the demand and supply conditions in that market.  These conditions do not lend themselves to quantitative assessment. 

 AUTONUM 
Demand conditions can broadly be viewed as the ability of customers to switch to other service providers or reduce the consumption of the good or service in response to a price increase.  Factors affecting demand conditions include: 1) the availability of economically feasible and practical substitutes; 2) the costs to customers of switching suppliers; and 3) whether the product is an essential input into the customer's production process.

 AUTONUM 
Supply conditions relate to the ability of TSPs to offer services in a market.  Factors that could be assessed include:  1) a competitor's capacity and expected future capacity to provide service;  2) the likelihood of entry into a market; and 3) the presence of any barriers to entry affecting the market.  A qualitative assessment of the nature of innovation and technological change evident in the marketplace should be included as part of this analysis.

 AUTONUM 
In this respect, the Commission should ask TSPs to report on their assessment of the demand and supply conditions of each market as input to its analysis.

 AUTONUM 
The existence of any significant barriers to entry in a market would also be an important consideration.  For example, the Commission has put in place certain regulatory mechanisms and consumer safeguards to lower barriers and thereby encourage competitive entry.  The list of these mechanisms and safeguards is quite long and includes:

i)
equal access;

ii)
mandated interconnection in local and toll offices;

iii)
mandated bill and keep and transitting provisions;

iv)
provision of essential facilities and unbundled loops;

v)
local and 8XX number portability;

vi)
co-location;

vii)
resale of ILECs' services;

viii)
industry forum activities – Joint Technical Committee and CRTC Interconnection Steering Committee;

ix)
carrier services groups;

x)
consumer safeguards; and

xi) access to 8XX databases;

 AUTONUM 
Although the presence or absence of the appropriate safeguards and mechanisms can be broadly evaluated by the Commission, the ILECs can also provide data with respect to the availability of key components to allow competitive entry.  This could be accomplished by requiring them to report, on an exception basis, where a component has not been made available pursuant to regulatory requirements.  This would be a very efficient means of collecting information regarding these key components that represent the means to allow potential competitors to enter the market and that facilitate ongoing competitive market development.

4.4
Evidence of Rivalrous Behaviour

 AUTONUM 
Evidence of rivalrous behaviour is also important in assessing the state of competition.  Rivalrous behaviour can be exhibited in many ways that include both pricing and non-pricing elements.  The existence of aggressive price competition in the pursuit of customers and the addition of innovative products and technologies are a few elements that can be monitored.  Further, non-pricing factors such as the expansion of the scope of a TSP's activities in relation to its geographic coverage and product portfolio, either directly or using alternate distribution channels, are other key factors that indicate the level of competitive intensity in any market.  

 AUTONUM 
Product and geographic specific pricing data are difficult to collect and compare in competitive markets because of the many different ways in which products are packaged or included in bundles, and because of the growing reliance upon customer and volume specific pricing.  However, each TSP can provide analysis of the trends of its prices in each market.

 AUTONUM 
As regards non-pricing factors, TSPs can report changes in product lines as well as changes in service availability by reporting the number of customers for whom services can be made available in each market.

 AUTONUM 
In addition, the Commission already has access to market related information that it should factor into its analysis of the state of competition.  Some of these include:

i)
monthly local exchange carrier data filed with the Central Fund Administrator;

ii)
the registrations of CLECs, IXCs, resellers, high speed Internet access service providers, Digital Subscriber Line service providers and payphone providers, which identify competitors poised to enter a market;

iii)
filings of CLECs requesting approval to operate in new territories, showing their serving areas;

iv)
submissions of carriers and interested parties that form part of major proceedings, such as filings of market information;

v)
lists of operational interexchange private line routes filed by competitors of ILECs in April and October of each year; and

vi)
information filed as part of forbearance applications.

1.0 WHICH INDUSTRY PARTICIPANTS SHOULD REPORT INFORMATION

 AUTONUM 
It would normally be assumed that TSPs offering products and services as described in section 4.1 above should provide input to the monitoring mechanism.  These TSPs can be defined as all services providers offering services in the markets under review, including carriers, resellers, wireless service providers and satellite service providers as well as ISPs and cable companies that offer telecommunications services.  As noted above, it is proposed that services provided on a wholesale basis not be reported to avoid double counting.

 AUTONUM 
Should the reporting requirement arising from the conclusions of this proceeding be onerous for small TSPs, the Commission may wish to establish a materiality revenue threshold, such as the $10 million revenue threshold suggested by Lemay-Yates, so that only larger TSPs are required to participate.  However, should the Commission establish a threshold, it should take into account the existence of the exempted TSPs when drawing conclusions with respect to its analysis. 

Table 1

Summary of Selection Criteria for Current and Proposed Banding Classifications
Company
Current

Bands
Selection Criteria
Proposed

Bands
Selection Criteria







Bell Canada
A
Downtown cores of Toronto and Montréal
A
No change


B
Large cities with > 150,000 NAS
B
No change


C
Small cities with > 10,000 NAS
C
Small city EAs* w/density > 35 persons per sq. km.


D
Towns and rural areas with < 10,000 NAS
D
Town and rural EAs* w/density > 35 persons per sq. km.


-

E
Rural EAs* w/density <= 35 persons per sq. km.


-

F
Remote Exchanges, No Road Access







Island Tel
A
Charlottetown
B
Charlottetown


B
Summerside
C
Exchanges > 1,280 NAS


C
Towns and rural areas
D
Exchanges <= 1,280 NAS







MTT
A
Halifax
A
No change


B
Small cities/towns/suburban areas
C
Exchanges > 1,280 NAS


C
Towns and rural areas
D
Exchanges <= 1,280 NAS







MTS
A
Winnipeg core
A
No change


B
Rest of Winnipeg
B
No change


C
Brandon
C
No change


D
All other exchanges with > 1,500 NAS
D
No change


E
Exchanges < 1,500 NAS, including Remote Exchanges, with No Defined Boundary and No Road Access
E
No change







NBTel
A
Saint John, Moncton and Fredericton
B
Saint John, Moncton and Fredericton


B
Towns and rural areas
C
Exchanges > 1,280 NAS


-

D
Exchanges <= 1,280 NAS







NewTel 
A
St. John's
B
St. John's

Comm.
B
Small cities/towns and rural areas
C
Exchanges > 1,280 NAS


-

D
Exchanges <= 1,280 NAS


-

E
Remote Exchanges, No Road Access

* EAs:  Enumeration Areas

�	See Decision 94-19, Review of Regulatory Framework, 16 September 1994, section III.


� 	Many of these conditions have been identified in section 3.2 of the Background Report.


�	See Decision 97-8, Local Competition, 1 May 1997, section XIV.


�	See Decision 98-17, Regulatory Regime for the Provision of International Telecommunications Services, 1 October 1998.





�	See Federal Communications Commission, CC Docket No. 99-301, In the Matter of Local Competition and Broadband Reporting, FCC 00-114, 30 March 2000.


�	See Order 2001-4, Changes to Reporting Requirements of Class A Licensees, 11 January 2001, paragraphs 6 and 7.


�	See Background Report, section 3.2.8.


�	See Background Report, section 3.2.8.2.


�	See Decision 97-19, Forbearance - Regulation of Toll Services Provided by Incumbent Telephone Companies, 18 December 1997, paragraph 24.


�	See Decision 97-20, Forbearance from Regulation of Interexchange Private Line services, 18 December 1997, paragraph 66.


�	See Order 99-591, Application by Canadian Association of Internet Service Providers Regarding ADSL�Based Internet services, 25 June 1999, paragraphs 37 and 38.


� 	See paragraph 28 for the Companies' assessment of the data requirements for private line and data networks.
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