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1305
Refer to paragraph 22 of TELUS’ evidence.  The company statesd that it is seeking a price regulation framework that is consistent with sound economic and competition principles so that efficient competition can emerge.  

a)
Discuss how TELUS’ proposal differs from the proposal of the Companies in paragraph 2-33 of their evidence, where the Companies propose to increase prices for local services in order to encourage competitive entry.

b)
Discuss the view that a potential entrant into a market will consider factors other than prices, such as whether it has a competitive advantage over the incumbent due to better customer service, better marketing or superior products.

c)
Comment on the view that an entrant requires such a competitive advantage to survive a period of price-cutting that may be initiated by an incumbent in an attempt to regain market share.

ANSWER

a) The objectives of the Companies’ proposal and TELUS’ proposal do not substantially differ, as to the need for local service retail rates to increase in order to promote competitive entry.

b) Any firm will develop a market position based on its competitive advantage relative to other firms.  A competitive advantage can be based on price, on quality, on differentiation or on execution.  However, prices must be high enough for entrants to recover costs.

c) An entrant requires a sound business plan, patient capital financing and reasonable expectations.  Quality, price and other types of differentiation are all part of the business plan, including expectations of price decreases by incumbents and price cutting by other competitors.  Price decreases by incumbents are constrained by the imputation tests.







