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21.
Reference:
Telus Evidence, Section 2.2.3.1, Paragraph 35

“In TELUS’ view, the fact that penetration rates remain high in Canada is an indication that residential basic exchange rates continue to be affordable, and that there is no indication that the maximum yearly rate proposed by TELUS will not be affordable in the future.”

Request:
Confirm that high penetration rates can be a reflection of the inelasticity of demand for basic residential exchange service.  If not confirmed, please explain.

ANSWER

The fact that residential basic exchange customers have maintained their service in the face of recent price increases suggests that the demand for residential basic exchange service is inelastic within the range of the price movements that have taken place.  In other words, while the continued high penetration rate of residential basic exchange service may indeed reflect price-inelastic demand, what can be more definitely deduced from the continuous high penetration rates, is that recent price increases have not moved the service out of the price range that consumers consider to be affordable.  







