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INTRODUCTION:

Good day, Commissioners, my name is John Kerr, I am speaking to you from the Tatlayoko Think Tank (TTT) in Tatlayoko Lake BC.  The TTT is a small business partnership specializing in community development research and public advocacy.  
Currently the TTT is a registered participant to the Framework for the Expansion of Local Calling Areas and Related Issues hearings. Fourteen businesses, individuals and organizations from the West Coast of Vancouver Island to Prince George BC have now joined the group of organizations which we represent in these proceedings.  

The central purpose of the PRICE CAP REVIEW is to establish a price regulation regime for the major incumbent telephone companies beginning in 2002. 

TELUS in its submission states that it supports the Commission’s determination to continue to subsidize residential service rates in high-cost areas and seeks a regime that will allow residential rates not receiving explicit contribution to approach market levels while remaining affordable. 

To address affordability, TELUS proposes that residential local exchange rates, including EAS, not increase by more than $3.00 per month per year and that no residential basic exchange rate, including EAS, exceeds $35.00 per month.  However, TELUS may request a rate of greater than $35.00 in a high-cost band if communities request expansion of their existing calling areas. 

That is not good news for residents of the Cariboo Regional District where EAS hearings were recently interrupted by the Commission’s expansion of Local Area Service hearings.
TELUS states that the contribution regime has been restructured and, most recently, the Rebanding decision reset band structures to identify high-cost areas, prescribed unbundled loop costs and set rates for unbundled loops.  With all of these measures in place, TELUS believes the Commission can and should expect that local competition will intensify.

Herein lies the rub!

The Commission has lowered long distance rates for residential and small business subscribers and is gradually raising local phone rates.  The Commission has done this to increase the level of competition in the telecommunications market.  The rationale is to create the most favorable conditions for the development of new information and communications services.

Local phone rates are back in the news.  That’s because the telcos are asking the Commission to approve big increases over the next 4-5 years.  

The British Columbia Public Interest Advocacy Centre (BC PIAC) in a recent backgrounder on the Price Cap hearings points out that at the same time TELUS and Bell are earning huge profits: in 2000, TELUS made 27.7% on local service, way above the 11% return considered reasonable by the Commission in 1997/98.  

BC PIAC goes on to say that under the law, rates must be "just and reasonable".  Rates are not just and reasonable when they result in excessive profits to shareholders, as they have over the past few years.  

The telcos want to charge more in rural areas than in cities, because it costs them more to serve rural areas.  Right now, rural rates are subsidized by urban rates, so that in most places, we all pay about the same for the same service (like postage stamps).  As telephone company costs decline, however, this subsidy is gradually being eliminated.  

BC PIAC states that one of the reasons the companies give for increasing local rates is to get more competition.  But competition is supposed to mean lower prices for consumers!

The CRTC Performance Report For the period ending March 31, 2000 states that one of the Commission’s priorities is to ensure that Canadians living in remote and rural areas have access to high-quality communications services at reasonable rates.

The Report says that Canadian long distance traffic has grown an average of 12% a year since 1995.  Consumers are now benefiting from reasonably priced packages such as monthly flat rate packages offered by several carriers. *That is for those who can access the competition  Lower rates, the Commission says can be attributed to competition as well as to a substantial decline in transmission costs resulting from improvements in fibre optic technology.  I remind the Commission that in many rural areas throughout BC the fibre loops are in place but without competition access to its benefits are few and far between. 

In most areas of Canada, basic local residential service is priced below costs. Contribution charges were first introduced with the advent of long distance competition in 1992 to ensure that an adequate source of subsidy was available to maintain affordable basic local service. 

Over the past several years, the rate of increase in the price of telephone services has generally remained below the rate of increase in the Consumer Price Index. Furthermore, the national penetration rate of telephone service, one of the measures the CRTC uses to monitor affordability, has been in excess of 98% for the past few years.

The TTT reminds the Commission that Statistics Canada surveys used to get this data, however, do not measure penetration rates for Indian reserves and so the use of these statistics may not present an accurate portrait.  Over 54 000 people live on reserves in BC and the population is growing rapidly.  The unemployment rate in these communities can average 60-90%.  Telephones are expensive luxuries if you don’t have a job.

However, I digress.

The Commission is confident that its decisions will give more Canadians access to the knowledge-based economy of the future.  Its decisions are to promote the government’s agenda of connectedness and help more Canadians move forward into the information age.

In its decision, Changes to the Contribution Regime, the Commission established a subsidy mechanism, where incumbents and competitors will be compensated for providing residential local service, and possibly business service, in high-cost areas. The Commission believes the subsidy should deliver incentives for competitive entry in those areas.  

In a June 2000 speech John Manley, the then Minister of Industry, spoke of  competition, regulation, and targeted programs. He said “We must strike the right balance between the need for competition and the need for access to high quality, affordable service. In some regions, the market alone will not provide high quality services at affordable prices.[...] [I]n the past, governments relied upon telecommunications monopolies to reach these objectives. The CRTC allowed telco monopolies to set high prices for long distance, business and optional services. In that way, the telcos could price basic local service below-cost. [...] Then, in 1992, the CRTC opened long distance service to competition. Prices dropped dramatically. They are now among the world's lowest.”

He goes on to say that competition has been good for all Canadians -- but to ensure that competition continues, and that all Canadians have access -- the regulatory environment has to be right.  In closing Mr Manley said,  Timely decision making will go a long way to re-establishing confidence in the regulatory environment in Canada.  Ensuring that rural and remote communities have access to advanced telecommunications service is an important objective [...]. The CRTC's decision will help make it possible for all Canadians to access the Internet.  And I'm convinced that we're on the right track with the right balance of competition, regulation, and targeted programs.”.

CLOSING:
Contrary to what the Commission, the Minister of Industry and TELUS say competition has not arrived in rural communities in BC.  Government’s agenda of connectedness to help more Canadians move forward into the information age is not working in rural BC.  Particularly if government is to fulfill its promise of some sort of broadband access into all Canadian communities by 2004.

The Background Report to the National Broadband Task Force, Rural and Remote Broadband Access, submitted by The Rural Secretariat, April 12, 2001.  Section 1, Opportunities for All Canadians states: 

[The] digital divide between rural and urban Canadians [is] increasing. Connectivity to the Internet and use in rural Canada is lower than in urban Canada and the gap -- "the digital divide"-- is actually widening particularly in rural and remote areas 

Rural communities in BC are hemorrhaging population. The fish are gone and the US tariff on softwood lumber has served to put even the province of BC on notice that single industry towns are not sustainable in the Information age. Over the past few years the Coast Cariboo Chilcotin region of BC has been the recipient of much federal funding, HRDC’s Office of Learning Technologies and Industry Canada’s Community Access Program have provided real and in-kind contributions totaling over $1M.  The promise of these funds is connectedness. To what end if we cannot afford to connect and if there is nothing to connect to.  

Ten years is a long time to wait for competitive long distance service to arrive. And its not here yet.  Who knows how long we will have to wait for competitive local service.  Therefore, until competition arrives in rural BC we urge the Commission to use the high-cost subsidy to offset the telcos demands for fully compensatory rates from rural areas.  We ask that the Commission consider that the balance of regulation Mr Manley speaks of is not right yet, and until it is the Commission is obliged to act. 

