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Dear Mr. Doucet:
TekSavvy submits this intervention in the above captioned proceeding, and requests to
appear at the public hearing.
As the Commission noted in TNC 2019-57, there is widespread discontent with the state
of the mobile market in Canada, due to a severe lack of mobile competition and
correspondingly high consumer prices for mobile services, lack of choice in services and
service providers, and a low level of innovation.
These issues are not new. Concerns about unfair consumer terms—a symptom of
insufficient competition—led to the establishment of the Wireless Code in 2012, and the
Commission’s own concerns about a lack of competition led to reviews of the mobile
market in 20132 and 20143. Since then, there has been a continuing drumbeat of concern
about the mobile market, most recently when the Governor in Council, expressing concern
about the lack of competition in the mobile market and disappointment with the CRTC’s
decision in TD 2017-564, referred that decision back to the CRTC. As noted in its Notice
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of Consultation, none of these actions has yet made any improvement in affordability or
competition5.
It is clear that we are at an inflection point for mobile services and a critical juncture for
mobile competition. Consumers know that mobile prices are too high, evidenced by over
72,000 letters from individuals to their Members of Parliament in our Pay Less To Connect
campaign; telecommunications competitors, which today operate with very few exceptions
in only the wireline market are struggling against barriers imposed by incumbent carriers,
as described by TekSavvy in submissions in other proceedings6; and 5G is looming on
the horizon, bringing with it the promise of seamless movement of data connections
between cellular and wireline networks (“unified networking”).
Mobile competition in Canada is long overdue. TekSavvy is encouraged that the
Commission takes the preliminary view it would be appropriate to mandate wholesale
Mobile Virtual Network Operator (MVNO) access7.
To achieve the goal of a sustainable retail MVNO market, the Commission must now
mandate a Full MVNO model at rates that will support robust competition, and it
must do so in a way that ensures the incumbents will not be able to introduce
barriers as they have for wholesale wireline services.
TekSavvy has reviewed the intervention of the Canadian Network Operators Consortium
(CNOC), and we support CNOC’s position. TekSavvy also takes this opportunity to add
the following arguments to the record. In this intervention, TekSavvy first provides
evidence concerning the concentrated state of the mobile market today. We then provide
a discussion of market and technological trends, as well as regulatory best practices and
case studies from other jurisdictions where MVNOs have been responsible for increased
competition. Finally, noting that TekSavvy is in a great position to adopt a new MVNO
regime and bring competitive mobile services to the market, we raise a number of issues
that must be considered in the development of that regime.
We conclude that the Commission’s goals are best met by developing a mandated regime
for Full MVNO. Independent service providers would have access to the incumbent mobile
network operator’s (MNO’s) radio access network (RAN), however it would be able to
decide whether it would sell mobile services on the MNO’s entire network or just the
portion within its current wireline service areas.
The Commission should also ensure there are no regulatory or commercial barriers to
Full MVNOs becoming Mobile Virtual Network Enablers (MVNE) in order to foster
innovation to the maximum possible extent. A flexible MVNO regime recognizes that
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various forms of MVNOs can be a competitive force in the marketplace resulting in lower
prices and increased choice for consumers, while not destabilizing the market for MNOs.

A.

Summary of TekSavvy’s intervention
TekSavvy Solutions Inc. (TekSavvy) is an independent Internet and voice service provider
based in Chatham, Ontario, and Gatineau, Quebec. TekSavvy has been proudly serving
consumers with telecommunications services for 20 years, winning numerous awards for
the quality of its user experience and for its commitment to fighting for and upholding
consumers’ rights online. TekSavvy provides Internet and voice services to over 300,000
residential and business customers in every Canadian province. TekSavvy offers Internet
over its own network facilities and through wholesale network access services provided
by seven incumbent carriers across Canada. In particular, TekSavvy offers its own
facilities-based fixed-wireless network access services within a growing number of
underserved communities in southwestern Ontario, currently expanding to include 4G LTE
technology, and exploring 5G technology. TekSavvy is also building a high-speed fibre
broadband network in Chatham-Kent to connect more than 38,000 residences and
businesses in the region.
Our intervention in this consultation can be summarized as follows:
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a.

With the three dominant national mobile service providers, Bell, TELUS, and
Rogers, capturing over 90% of the mobile market and having market power8,
despite years of public complaints about mobile prices and services, it is clear that
the necessary degree of competition has not and will not emerge organically
without a regulatory framework in place.

b.

Specifically, to create real competition, a mandated Full MVNO model is required,
at fair rates and terms that allow the MVNO to have the maximum degree of control
possible, allowing downstream resale to promote the emergence of Mobile Virtual
Network Enablers (MVNEs), as well as negotiated agreements with dominant
carriers and third parties to provide supporting services as needed.

c.

As the largest wholesale-based provider with a customer across Canada,
TekSavvy is in a great position to build a mobile business as MVNO, and our
experience on wireline should inform the CRTC’s decision making so the same
wireline barriers to competition aren’t recreated on mobile.

Submission by the Commissioner of Competition before the Canadian Radio-television and
Telecommunications Commission in Telecom Notice of Consultation CRTC 2013-685, Wholesale
mobile wireless roaming in Canada — Unjust discrimination/undue preference, January 29,
2014; Reply of the Commissioner of Competition before the Canadian Radio-television and
Telecommunications Commission, February 10, 2014.

B.

Prices are high and consumers lack choice in the mobile market today
As of 2017, there were an estimated 31.4 million mobile users in Canada.9 The three
national incumbent mobile network operators: Bell, TELUS, and Rogers captured an
overwhelming 91.8% of the market in 201710. Of this, Rogers captured 33.3%, Bell 30.7%,
and Telus 27.8%. These figures tally with BCE’s 2018 Annual Report11, which indicated
as of December 31, 2018, that overall the incumbents captured 90% of the 33 million
mobile market subscribers of which Rogers captured 33%, Bell 29%, and TELUS 29%.
The big 3 incumbents captured 91% of mobile industry revenues of which Rogers captured
32%, Bell 30%, and TELUS 29% leaving 9% collectively for all other mobile service
providers. In summary, 90% share of subscribers and 91% share of revenues by 3 players
would be considered to be evidence of high degree of market concentration and
dominance in any industry sector.
Included in the 90% market share of the big three incumbents is a 21% share for their
flanker brands such as Fido, Chatr, Cityfone (Rogers); Koodo Mobile, Public Mobile
(TELUS); Lucky Mobile, Virgin (Bell) which are simply alternative brands for the national
incumbents, rather than real competition. As these flanker brands cannot independently
determine their target market segments, service offering or pricing, they do not add to
competition in the mobile marketplace. However, they allow the big 3 incumbents to
occupy virtually all market niches making it difficult for facilities-based competitors such
as other cable companies, satellite companies, and ISPs to compete.
Of the independents’ share, the most important were those originating from either cable
technology such as Shaw (Freedom), Videotron, and Eastlink, or from publicly owned
telcos such as Sasktel and TBayTel. Other independents include satellite companies and
independent MVNOs. Freedom captured 4% mobile market share while all the others
collectively captured 6%.12
These independent MVNOs are typically either subsidiary business lines of retail players
such as PC Mobile (owned by Loblaws, carried on the Bell network), 7-Eleven Speakout
Wireless (owned by 7-Eleven, using Ztar Mobile as the MVNE on Rogers network), or by
ISPs such as Execulink Mobile (owned by Execulink Telcom, carried on Bell network).
While the CMR does not report the mobile market share of MVNOs, it is estimated that
independent MVNOs collectively capture a negligible portion (less than 1%) of the
Canadian mobile market.
Similar to the incumbent-owned flanker brand resellers, the commercial terms for
independent Canadian MVNOs are set by the national incumbents which restrict the target
market segments, service offering and pricing (via wholesale tariffs) turning Canadian
independent MVNOs into resellers with little market impact. As a result, in the absence of
mandated access accompanied by a properly tailored framework, it is unlikely that
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independent MVNOs’ will be able provide dynamic market competition and their share will
continue to be negligible.
Overall, the Canadian mobile market in urban areas is dominated by the three national
incumbents and one regional operator, typically a cable carrier such as Eastlink. In rural
and remote areas, the market situation is significantly worse. It is interesting to note that
in markets such as Montreal, Quebec City and Saskatoon, where there are strong regional
players, prices for mobile services are lower due to the additional competition.13 Where
competition has decreased such as in Winnipeg following the takeover by Bell of
Manitoba’s MTS, mobile prices appear to have increased.14
As a result of this high degree of market concentration and low degree of competition,
Canadian consumers have a limited choice of services and service providers, face higher
wireless prices and have a lower uptake of mobile broadband data and other services,
than consumers in other OECD countries15.

C.

Full MVNOs create competitive mobile markets
In other leading OECD countries, the MVNOs are much more dynamic and diversified16
than in Canada and are able to capture a higher percentage (11 – 34.6%17) of the mobility
market. This is either because wholesale access is mandated or the overall size and level
of competition in the market favours a more balanced negotiation over commercial terms.
For example, in Spain mobile wholesale access is mandated and MVNOs capture
approximately 11.5% of the market while in the US, where access is not mandated,
MVNOs capture approximately 4.7% mobile market share.18 The presence of many
regional MNOs in addition to national MNOs enables a wide variety of MVNOs to flourish,
and the commercial terms under which they operate are generally more equitable. The
stronger MVNO market presence corresponds with lower overall consumer prices for
mobile data and voice services, more choice in services and service providers, earlier
introduction of innovative services, higher uptake of broadband services and better
treatment of subscribers.
Canadian incumbent MNOs make the case that they have rolled out innovative
technologies from global gear providers and as a result, their networks are fast and
reliable. However, broadband services can only foster innovation in the economy if they
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are affordable. Currently, the relatively high cost of broadband in Canada and limited
choice of innovative service providers makes it difficult for consumers to afford the
broadband services offer resulting in lower data usage and fewer innovations in service
packages.
In TekSavvy’s submission, the Commission should mandate Full MVNO access. A
mandated Full MVNO regime will provide the greatest level of control to the MVNO, the
fewest opportunities for the MNOs to introduce barriers, and it will be a strong economic
incentive for the MVNOs to invest in facilities in order to control the quality of service and
to be able to acquire and manage their own subscribers.
The Full MVNO regime should include fair rates that will not only allow MVNOs to compete
with the current dominant national carriers, but also to drive prices down to a level more
commensurate with prices in the rest of the world.
Finally, in addition to setting fair rates, the Commission’s MVNO framework should ensure
that incumbent MNOs cannot unduly restrict the network quality and capacity of MVNO
subscribers. To the extent the MNO takes action to protect or improve the quality of service
to its own users, the same actions should apply to the MVNO customers.
Each of these points is discussed in more detail below.
a. Types of MVNOs and corresponding commercial and regulatory ecosystem
A Mobile virtual network operator (MVNO) is a wireless communications services provider
that does not own the wireless network infrastructure over which it provides services to its
customers. An MVNO enters into a business agreement with a mobile network operator
(MNO) to obtain bulk access to network services. Various MVNO models are used in the
industry, and various sources use different names for similar types of MVNOs.
Traditionally, MVNOs are categorized into four types, based on how closely the MVNOs
work with MNOs. This range of models is illustrated in Table 3, and described below.

Table 1 - Operational Models for MVNOs
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MVNO
manages
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Sales &
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MVNO
manages

MVNO
manages

MVNO
manages

MVNO
manages

MVNO
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i.

Branded Reseller
Also called as a “Skinny MVNO”. This type of MVNOs relies totally on their MNOs’
facilities. They do not own their own network elements and only operate their marketing,
sale and distribution. This model requests the lowest investment for a new MVNO and is
the fastest to be implemented. However, the ventures will have very limited control of the
business levers and value proposition.
The branded resellers need to share their revenues with the MNOs. Typically, the MVNOs
put a certain gross margin over the existing retail offer from the MNO, and in some cases
receive a commission per active subscriber acquired19.

ii. Service Reseller
Sometimes referred to as a “Light MVNO”. In addition to what Skinny MVNOs’ own, this
type of MVNOs operates customer service and SIM management themselves. They have
the ability to set its tariffs. This kind of MVNOs, in some case, can increase the level of
control over back office. Light MVNOs always focus on a particular niche or segment and
have limited access and control over network routing capabilities.
Service resellers usually may or may not own customers and IMSI ranges. International
Mobile Subscriber Identity (IMSI). IMSI is the unique subscriber identifier on the SIM card.
If a provider owns IMSI ranges, it can then assign IMSI to subscribers and generally owns
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Light / Thin
MVNO

Brand
Reseller

Full / Thick
MVNO

Components

them. If IMSI ranges are provided by the MNO, they will supply the SIM cards and
generally “own” subscribers.
iii. Enhanced Service Provider
Also referred to as a “Thick MVNO” or “Enhanced MVNO”. This type of MVNO has more
control over their offering, as they own more infrastructures and manage a more complete
technical implementation. In addition to what Service Resellers can do, Enhanced Service
Providers have the technical ability to set rate bundles and packages independently. They
can also add their own value-added services (VAS) platform to upsell or differentiate from
the competition, on apps, data, and content services. However, the MVNOs cannot
negotiate traffic wholesale interconnection agreements with other operators.20
iv. Full MVNO
This type of MVNOs operate almost the same as an MNO. The only difference is that the
Full MVNOs lack their own radio networks and spectrum. This is the most compete model
and typically adopted by telecom players that could gain synergies from their current
business operation21. The Full MVNOs have the deepest customer ownership and the best
control of customer-related databases. As MVNOs move from skinny to full status, the
Capex and Opex increase.
v. MVNE / MVNO Enabler
MVNO enablers (MVNEs) are network infrastructure service providers, which provide
related services to enable MVNOs to offer services to their customers. MVNEs play as the
middlemen between MNOs and MVNOs. MVNOs manage customer relationships,
marketing, sales, revenue assurance and their own SIM cards, while MVNEs provide
infrastructure supports including network routing, database management, handset
sourcing, logistics, etc. With MVNEs, MVNOs can avoid the high Capex and reduce the
risks involved with infrastructure. Using a MVNE can also help develop an MVNO in less
than 6 months. However, MVNEs may be tied to an MNO, therefore weakening the
MVNO’s negotiating position.
b. Market and technological trends in the Canadian and global wireless marketplace
The MVNO concept is fully supported by the current mobile technology ecosystem as
attested by their presence in a large number of countries. MVNOs date back to the 1990s
(the 2G days) and while different sources grant to different entities the title of the first
MVNO in the World, companies such as Sense Communications (Finland), Virgin Mobile
(UK), Tele2 (Denmark) and even Espion (Canada) were certainly among the pioneers.
Various MVNO models are in use, and at times different names are used for similar types
of MVNOs. Traditionally, MVNOs are categorized into four types, based on how tightly the
MVNOs work with their MNOs, ranging from the branded reseller and service reseller
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models to the enhanced service provider and, ultimately, the Full MVNO model. The
description of various types of MVNO in the last section of this intervention.
Full MVNO offers more flexibility to the service provider as compared to other models,
including the capability of “owning” subscribers, a concession sometimes difficult to obtain
from MNOs in an unregulated environment, as owning its own IMSI range and subscribers
will place the MVNO in a better negotiating position at contract renewal. The flexibility to
invest and to innovate is also often cited as a Full MVNO advantage: by investing in and
owning its own EPC and IMS Core, the Full MVNO could be in full control of the services
it offers, providing its agreement with the MNO doesn’t restrict what it can do.
TekSavvy believes that the Regulatory Framework to be established by the Commission
should bar MNOs from imposing artificial restrictions to MVNOs. The only restriction
should come from the MVNO model chosen, and the choice of model should be left with
the MVNO. MNOs should lease RAN access at a tariff pre-determined by the Commission,
similar to the roaming tariffs from TO 2018-9922. However, such tariffs should be
established so all parties involved can make a reasonable return and they should include
price erosion on the cost per minute and the cost per megabyte to ensure the MVNO can
remain competitive. Where the MVNO requires more services from the MNO, then other
MNO services should be commercially negotiated between the parties.
In fact, from the technical perspective of an incumbent MNO, interacting with a Full MVNO
is similar to interacting with a Regional MNO that has secured a domestic roaming
agreement with the incumbent, the main difference being that the Full MVNO does not
have its own coverage area. Viewed from the perspective of Core Network interconnection
however, it is fairly similar. It would be possible for a Full MVNO that has operated for a
period of time to secure its own spectrum and deploy RAN facilities in areas where its
subscriber concentration justifies it.
2G and 3G network architectures and costs structures were somewhat similar with respect
to the ease with which they enabled MVNOs. With 4G however, network function
virtualization (NFV) and the emergence of private LTE networks have enhanced the
scalability of Core Networks. The price of the smallest entity of a 4G Core Network today
is an order of magnitude smaller than what it would have been in the 2G or 3G era,
enabling MVNO operators to start small, and scale up as their subscriber figures demand
it. In short, there has never been a better time for the Commission to establish a MVNO
regime in Canada.
Mandated MVNO access is the key component of a regulatory regime that will enable
increased connectivity between wireless networks. MVNO access is also is fully aligned
with the industry trends that the telecommunication industry associates with 4.5G and 5G
technologies, such as heterogeneous networks, increase of bandwidth consumption,
increase of the number of permanently connected devices (IoT), artificial intelligence and
network slicing. The evolution of networks towards 5G should therefore facilitate MVNO
access even further. MNOs will benefit from the increased flexibility, capacity and security
of the 5G technology to support MVNOs.
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c. Regulatory best practices and case studies from other jurisdictions
As stated in the first part of this intervention, the three incumbents – Bell, TELUS, and
Rogers capture 91.8% of the total retail mobile revenue market share, while other mobile
providers including SaskTel, Freedom Mobile, Videotron, and Bragg Communications and
resellers accounted for the rest23. The three big wireless service providers (WSPs) are still
dominate the Canadian mobile wireless market.

According to an industry analysis by the Swedish Analytics firm – Tefficient, Canadian
wireless carriers generate more revenue per gigabyte than any other country in the world.
Figure 1 - Mobile data usage vs. total mobile service revenue per GB consumed
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2018 CMR, at page 109.

Canadian wireless carriers also have the highest average revenue per user in the world,
and among the lowest usage.
Figure 2 - Total mobile service revenue per SIM (incl. M2M) per month [EUR]

SOURCE: Industry analysis by Tefficient24

In addition, according to the Price Comparisons Study in 2018 (by ISED) and International
Broadband Data Report (by FCC), Canada is one of the most expensive countries for
mobile services, especially for higher bandwidth packages. That means, more competition
and innovation are prerequisites for developing a more affordable mobile wireless market
in Canada.
In other countries, MVNOs work pretty well in encouraging competition in their market.
There were 1,300 active MVNOs operating in 79 countries in 201825. According to the
estimation by Orbis Research, the value of the global MVNO market was $54 billion in
2017, and the number is expected to reach $84 billion dollars in 202226. Below is a table
from the ONE DEVELOPMENT’s report, showing the statistics for the top 10 MVNO
countries in 201827. Canada, at this time, was not in the top 10 list.
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Table 2 - Top 10 MVNO countries

COUNTRY

MARKET SHARE

ACTIVE MVNOs

YEARS WITH
MVNO

USA

4.7%

139

17

GERMANY

19.5%

135

18

JAPAN

10.6%

83

18

UK

15.9%

77

19

AUSTRALIA

13.1%

66

18

SPAIN

11.5%

63

13

FRANCE

11.2%

53

18

DENMARK

34.6%

49

18

NETHERLANDS

33.5%

39

18

RUSSIA

5%

37

16

SOURCE: One Development report, The state of MVNO in 2018
i.

European Union
The European Commission’s ‘European Union 2003 Regulatory Framework Market 15’
“Call access and origination in public mobile telephone networks” first recognized the need
and set out the framework for intervention in mobile markets by national regulators in
member states. While the mobile framework was removed subsequently in 2007 from the
list of relevant markets, in principle this still allows European regulators to research and
measure competition in the mobile market, although it requires a higher burden of proof.28
The European Commission’s believes MVNOs play a crucial role in making mobile retail
markets more competitive, and a competitive market will deliver voluntary wholesale
access as a natural outcome. However, developing regulatory frameworks will provide
national regulators tools to intervene if specific circumstances happen.
In 2015, a public consultation on the EU’s Regulatory Framework for electronic
communications was held by European Commission (EC). The objective was to provide
the sector with an environment that incentivizes investments in new networks and
technologies. All areas of the Framework have a degree of relevance for MVNOs.

28

OECD (2014-11-06), p.73 “Wireless Market Structures and Network Sharing”, OECD Digital
Economy Papers, No. 243, OECD Publishing, Paris [OECD Wireless Market report].

ii. France
In France, ARCEP in its 2005 market analysis found a joint dominance of the three mobile
operators. Interestingly, when it published this result, MNOs started to allow MVNO access
to their networks and, as a result, the regulator suspended its decision.
ARCEP has also adopted several measures to balance the development of MVNOs and
MNOs. Following the opinion of the Competition Council of 2008, ARCEP provided, in the
calls for applications for the allocation of 3G residuals and 4G frequencies, a criterion of
commitment concerning the conditions of reception of the virtual operators to which the
operators have subscribed. Thus, network operators are obliged to grant reasonable
requests for access under specific contractual, technical and tariff conditions specified by
the corresponding frequency authorizations29.
ARCEP has also fostered the emergence of MVNOs in the marketplace by other
complementary measures such as including the hosting of MVNOs by MNOs as a means
for potential bidders to better qualify for 4G auctions in France. In addition to purely
financial criteria, each operator's offer was increased by a multiplier if the candidate
proposed to host Full MVNOs on their network. All three winners of 4G licenses proposed
to host Full MVNOs on their networks30. In effect, the regulator never intervened, but the
threat of intervention combined with incentives introduced by the French regulator in its
spectrum award process contributed to the creation of a vibrant MVNO market.
The regulation framework in France focuses on ensuring MVNOs are a key element of an
overall strategy to foster market competition. The French Regulator mandates equal
access to new technology such as 4G for MVNOs 31.
In 2011, the first full-MVNO contacts were signed in France.
As stated in a press release from ARCEP, the opinions of France’s Competition Authority
are:
“no technical or tariff barrier (volume control, possible loyalty effects
related to the wholesale rate structure, limitation of charges, access to
femto-cells or geolocation services) must be artificially erected by
operators’ network, at the risk of disadvantaging virtual mobile operators
in the dynamics of competition”;
“that the commitments related to the allocation of 4G frequencies, which
have been voluntarily subscribed by the four network operators (hosting
Full MVNO, reasonable rates), must, strictly speaking, apply even before
the launch of the first 4G commercial offers by these operators so that

29

ARCEP release, La situation des MVNO sur le marché français de la téléphonie mobile, 22
January 2013.
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OECD Wireless Market report, at page 27.
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Cottam, Teresa, MVNO Opportunities and Strategies, telesperience Insight Paper, at page 3.

MVNOs can offer similar offers simultaneously to those marketed by their
host operators”32.

ARCEP indicated that they will pay particular attention to the recommendations of the
Competition Authority. A sanction may be required to a possible breach or a dispute
between MVNO and host operator.
iii. Ireland
ComReg’s comparative selection for 3G networks spectrum licenses in Ireland in 2001
included an obligation to host MNVO. 33
In return for the European Commission approving Hutchison 3G Ireland’s acquisition of
O2 Ireland, H3GI committed to facilitate the creation of two Mobile Virtual Network
Operators (‘MVNOs’). Subsequently, the Virgin Media and iD Mobile signed MVNO
agreements with H3GI.
A 2004 decision by ComReg that Vodafone and O2 must, if requested, host MVNOs on
their networks was withdrawn approximately a year later following appeal to the Irish
Communications Appeals Panel.34
However, Irish MVNOs are still able to compete with MNOs, increasing the level of
competition to the mobile market in Ireland. An example of a Full MVNO in Ireland is
Lycamobile, which has a network essentially operating the same technology as an MNO,
except for the radio network. Lycamobile entered into a MVNO commercial arrangement
with O2 (now Three Ireland) and its traffic is now carried on Three’s network. Lycamobile
commenced offering prepaid mobile services to personal customer segments in 2012.
Lycamobile has its own UK-based switching infrastructure and can therefore control
mobile voice call termination (MVCT) access to its subscribers by switching and routing
termination traffic. It also set its own retail tariffs. Lycamobile determines the commercial
terms and conditions associated with its supply of MVCT and can set and control its mobile
termination rates (MTRs)35.
iv. Spain
The Spanish situation 15 years ago was very similar to the Canadian wireless market
today. Spain’s big three had dominance in the retail market and the retail mobile prices in
Spain were high and well above EU average at the time.
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In 2006, MVNOs entered Spain for the first time. Spanish national telecom regulator
‘Comisión del Mercado de las telecomunicaciones’ (CMT) identified their market was not
competitive and the three operators held dominance. They considered MVNO as a booster
for competition with tangible benefits for consumers in terms of lower prices. In 2006, the
European Commission endorsed a measure proposed by the CMT to regulate the market
for mobile access and call origination in Spain. As a result, MVNOs were granted access
to the networks of the three Spanish mobile telephony operators Telefónica, Vodafone
and Amena and were able to develop mobile telephony services offers to their own retail
customers under their own brand name.
Spanish Competition Commissioner Neelie Kroes at the time stated, “CMT’s measure will
increase competition in the Spanish retail mobile telephone market and benefit 40 million
Spanish consumers”.36
With the implementation of the measure, CMT was able impose an obligation on the three
incumbents (Telefónica, Vodafone and Amena) to provide access and origination services
to MVNOs.
In April 2017, CMT approved deregulation of the wholesale access to mobile network37.
CMT considered the market had achieved “effective competition”, which made the
regulatory provisions unnecessary for Spain. Even without a regulation, MVNOs in Spain
still have the ability to negotiate their conditions of access to the network and prices
bilaterally with MVNOs. CMT reserves the right to monitor the mobile market and intervene
in the case where MNOs unjustifiably withdraw MVNO access to their mobile networks or
increase wholesale prices.
TekSavvy notes that 11 years of mandated MVNO regime in Spain has not led to market
instability and that incumbent MNOs have continued to invest in technology upgrades.
v. Austria
The structure of the Austrian mobile market has been considerably reshaped in 2014
following the acquisition of the third player Orange initiated in 2012 by the fourth operator
Drei (the Austrian subsidiary of Hutchison). The merger was approved subject to structural
and behavioural remedies, including the obligation to enter into MVNO agreements based
on a reference offer, and to make wholesale access to a certain part of the network
available for MVNOs for 10 years as well as to divest certain spectrum .
vi. Australia
MVNOs have re-emerged as the growth leaders in Australia for the first half of 201738. The
MVNO top performers were ALDImobile, amaysim and Kogan Mobile, according to
research from Telsyte.
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MVNOs in Australia use the network of one of the three mobile network operators (MNOs)
– Telstra, Optus and Vodafone. MVNOs have been rolling out 4G offering steadily in
Australia. In April 2016, Telstra made 4G available to AldiMobile, Woolworths, Telechoice
and Better Life, while Vodafone announced in June 2016 it was opening up 4G to
Macquarie Telecom, Lebara, Pivotel Prepaid, Hello Mobile and Go Talk. Kogan Mobile
and TPG Mobile already had access to the Vodafone 4G network.
vii. United States
The MVNO market in the United States is anticipated to reach over USD$123 billion by
2026 according to a new research published by Polaris Market Research39.
One example of new business model for MVNO is represented by FreedomPoP.
FreedomPop is a wireless Internet and MVNO based in Los Angeles. The company
provides "free" IP mobile services including free data, text and VoIP and sells mobile
phones, tablets and broadband devices for use with their service. FreedomPop uses
networks of Sprint and AT&T in the United States (Three in the UK, Yoigo in Spain, and
Telcel in Mexico). FreedomPop began selling 4G only hotspots in October 2012 and
started to offer mobile and wireless internet services in US Clearwire's 4G network.
Overall, the MVNO market in leading foreign jurisdictions is much more vibrant and diverse
than in Canada and this despite varying approaches taken by the regulatory authorities to
promote MVNO access.

D.

TekSavvy is in a great position to become an MVNO with an appropriate regulatory
regime in place
TekSavvy Solutions Inc. (TekSavvy) is an independent Internet and voice service provider
based in Chatham, Ontario, and Gatineau, Quebec. TekSavvy has been proudly serving
consumers with telecommunications services for 20 years, winning numerous awards for
the quality of its user experience and for its commitment to fighting for and upholding
consumers’ rights online.
TekSavvy provides Internet and voice services to over 300,000 residential and business
customers in every Canadian province. TekSavvy offers Internet over its own network
facilities and through wholesale network access services provided by seven incumbent
carriers across Canada. Currently, TekSavvy’s network uses regulated wholesale
services on three DSL networks and four cable networks.
In addition to wholesale-based offerings, TekSavvy also offers its own facilities-based
fixed-wireless network access services within a growing number of underserved
communities in southwestern Ontario, currently expanding to include 4G LTE technology,
and exploring 5G technology. TekSavvy is also building a high-speed fibre broadband
network in Chatham-Kent to connect more than 38,000 residences and businesses in the
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region.40 We recently introduced a television service in some areas and see regular
customer demand for a mobile service offering.
TekSavvy is not a “reseller”. When TekSavvy sells an Internet connection to an end-user,
we do not merely put TekSavvy’s brand name on the incumbent’s Internet service.
Instead, TekSavvy buys access to carriers’ physical networks (the “hardware layer”), and
we provide services directly to end-users (the “service layer”). We buy the “last mile” of
access from incumbents to reach end-users’ residences and businesses, and then we
leverage TekSavvy’s national IP network, including points of presence and transit
networks from coast to coast across all of Canada’s provinces, to carry our end-user traffic
to the Internet or to other data services. TekSavvy has a direct customer relationship with
our end-users; the underlying wholesale access network providers do not have any
relationship with TekSavvy’s end-users. As such, in this submission, we refer to service
providers like TekSavvy as “wholesale-based competitors”.
Mandated wholesale services are regulated by the CRTC in order to provide Canadians
with more choice for high-speed connectivity, driving competition that results in innovative
service offerings and reasonable prices for consumers. For over 20 years, TekSavvy has
primarily offered retail services that rely on regulated wholesale inputs to provide wireline
Internet and voice services, building up a base of customers in every province, and
innovating in customer service and support. With the launch of an IPTV service in 201941,
TekSavvy is able to offer a “triple play”, with voice and TV services on a broadband
connection. However, as people rely more on mobile services, as incumbent carriers
increasingly bundle mobile services with other services, and as we approach the promise
of unified networking enabled by 5G technology, it will be more important than ever for
independent competitors like TekSavvy to be able to also offer mobile services.
Specifically, we anticipate that without the ability to offer wireless services to our current
wireline customers, the overall margins of wireline wholesale-based providers are likely to
erode to unsustainable levels.
To that end, TekSavvy is currently undertaking an aggressive roll out schedule for
completion of its fixed wireless network including core and RAN, based on standardsbased LTE technology. This technology is fully compatible with the transition to 5G.
With the completion of the fixed wireless network rollout in April 2020, TekSavvy will be in
a category of its own as a relatively large, partially facilities-based service provider with an
extensive and loyal subscriber base. However, even triple-play ISPs like TekSavvy will
have difficulty competing with incumbent MNOs in the absence of mobility. The addition
of mobility to TekSavvy’s existing service offering under a CRTC mandated Full MVNO
wholesale access regime is essential for its long-term competitiveness as a service
provider. It is critical that this mandated regime would allow competitors like TekSavvy to
access incumbent MNOs’ networks across the country. TekSavvy would then have the
potential to favourably impact both the fixed and mobile wireless markets in terms of
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innovative service offerings, competitive pricing, and quality of customer service not only
in its core service areas but also across Canada.
The technology for TekSavvy’s wireline and wireless networks both in its core service area
in Southwestern Ontario and in its points of presence across Canada is fully 5G
compatible. As TekSavvy transitions its fixed wireless network from 4.5G to 5G technology
in the future, it will become a 5G service provider.

E.

Do not recreate existing wireline barriers in the new MVNO regime
The viability of TekSavvy’s fixed wireless network transition will require a fair and equitable
MVNO regime. The Commission must take particular care to ensure speed matching in
terms of access to new networks and technologies, set reasonable cost-based rates in a
timely manner, and avoid abusive startup costs.
a. Speed matching has not been respected in the wholesale wireline regime
For MVNOs to be successful and to bring competition to the mobile sector in Canada, they
will need to compete on a level playing field with the dominant mobile providers, including
being able to provide services on all technologies and platforms including LTE-A and 5G.
The industry’s experience with analogous issues on the wireline side should inform the
Commission’s approach to establishing an MVNO regime in order to avoid recreating the
same barriers to speed matching.
In short, the Commission has consistently recognized speed matching as a fundamental
pre-requisite to competition in retail Internet service markets and a necessary safeguard
for the protection of consumers’ interests.42 This is no less true for mobile services than it
is for wireline services.
Specifically, in response to an Order in Council,43 the Commission determined that,
without a Speed Matching Requirement applicable to all incumbents, competitors would
be “unduly impaired” from retaining their existing customers and from competing for new
customers, resulting in retail market controlled by an incumbent duopoly:
The Commission notes the significant extent to which competitors use
existing wireline wholesale services to provision their retail Internet
services. The Commission also notes that the incumbents are offering
increasingly higher retail Internet service speeds to consumers. In the
Commission’s view, if speed matching were not required for both the
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ILECs’ aggregated ADSL access services and the cable carriers’ TPIA
services, competitors would be effectively prevented from offering higher
service speed options to their own customers.
The Commission concludes that, without a speed-matching requirement
for wireline aggregated ADSL access and TPIA services, it is likely that
competition in retail Internet service markets would be unduly impaired. In
the Commission’s view, an ILEC and cable carrier duopoly would likely
occur in the retail residential Internet service market, and competition
might be reduced substantially in small-to-medium-sized retail business
Internet service markets. The Commission considers that, in such
circumstances, retail Internet service competition would not continue to be
sufficient to protect consumers’ interests. 44

In light of the foregoing, and the fact that sufficient competition for mobile services has
failed to naturally emerge without mandated access, TekSavvy submits that speed
matching is not only a fundamental cornerstone of the wholesale HSA framework but a
prerequisite for telecom competition, applicable to both wireline and mobile competition in
Canada today. Furthermore, since higher speeds and better services are generally only
available on newer technologies, speed matching requires that new technologies are
available to the wholesale market at the same time when they are available in the retail
market. As such, unrestricted MVNO access to speeds and technology will be just as
crucially relevant to mandated MVNO as access to fibre-to-the node (FTTN) and fibre-tothe-home (FTTH) facilities is in the wireline wholesale market.
However, despite the Commission’s acceptance of speed matching as a requirement for
a competitive market, the wholesale wireline regime has been plagued by regulatory
gaming that has prevented wholesale-based competitors from accessing FTTH facilities
at the same time that incumbents increasingly use those same facilities to feed consumer
demand for higher speeds, while allowing their copper networks to languish.
The Commission should not repeat the same mistakes in approach in their attempt to
establish Mandated MVNO access. A successful MVNO regime will allow MVNOs timely
access to all available technologies and services that are used to provide services for the
dominant mobile providers’ own retail customers.
b. Rates have not been reasonable or timely in the wholesale wireline regime
Similarly, the Commission should avoid repeating past mistakes when establishing rates
in the mandated MVNO access regime.
Over the past eight years, the incumbent carriers have been able to abuse the wholesale
costing system, drawing out the costing process, perennially overcharging competitors
(thereby keeping prices high for consumers), and ultimately reducing competition.
Many of the problems we face today in the wholesale wireline regime stem from
fundamentally flawed wholesale rate-setting proceedings that took place in the aftermath
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of the 2006 Policy Direction45. Not only did the CRTC reduce unnecessary regulatory
burdens, but it also reduced the efficacy of regulatory frameworks and the degree of
regulatory oversight, including transparency and scrutiny. Instead, the CRTC relied on
incumbent costing data, leading to rates that were inflated by over 1300% and resulted in
numerous downstream problems.
For example, consider the CBB rate setting proceeding. In 2011, in an unusual and
complex process that merged four proceedings, the CRTC decided upon a new billing
model for the capacity of bandwidth purchased by wholesale-based competitors (“CBB”),
and then set astronomically high rates for CBB.46
In that case, the CRTC’s preoccupation—directly flowing from the 2006 Policy Direction
to rely on market forces and to make the tariff approval process as minimally intrusive to
incumbents as possible—with promoting investment by incumbents and narrow focus on
facilities-based competition, combined with the high degree of confidentiality surrounding
the information that had been filed in confidence in support of the incumbents’ UBB/CBB
rate proposals, prevented wholesale-based competitors from effectively challenging the
incumbents’ costing assumptions, despite our best efforts and the clearly inflated final
CBB rates.
Having set those inflated CBB rates, the CRTC over the next several years repeatedly
rejected competitors’ objections and requests to review those rates.47
Finally, in a pivotal 2015 decision, the CRTC acknowledged that CBB costs were
extremely high as a rationale to implement radical changes to the wholesale regulatory
framework.48 Less than three weeks later, the CRTC found that the CBB rates were in fact
unreasonable, and started a parallel process to reduce them.49 This decision revealed that
the main economic theory upon which the service was mandated and configured—the
very fact that the high cost of aggregated transport posed a dire threat to competition and
that such costs would continue to rise in the future—was profoundly false. In reality, the
Commission determined, CBB rates had been vastly inflated all along because most
incumbents simply “chose to disregard” the Commission’s costing regulations.50 As stated
by the then-Chairman and CEO of the CRTC, “The fact that these large companies did
not respect accepted costing principles and methodologies is very disturbing. What’s even
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more concerning is the fact that Canadians’ access to a choice of broadband Internet
services would have been at stake had [the Commission] not revised these rates.”51
Likewise, these rates, which were themselves not just and reasonable, served to unjustly
enrich the incumbents. One need only look at the rates themselves, and how they changed
over time as further information came forward revealing them to be inflated. For example,
over a five-year period while competitors were overcharged, Bell’s rates were gradually
reduced by nearly 95%:
•

In 2011, the CRTC set the cost of Bell CBB at $2,213 per 100 Mbps/month.52

•

In 2013, the CRTC corrected the cost of Bell CBB to $1,030 per 100
Mbps/month.53

•

In 2016, the CRTC further corrected the cost of Bell CBB to $130 per 100
Mbps/month.54

Altogether, as noted by CNOC55, competitors were overbilled over $300 million between
2011 when CBB rates were first implemented, and 2016 when they were last corrected.
As TekSavvy has pointed out in other recent proceedings, that it took so many years to
adjust those rates downward, all despite the efforts of competitors to challenge those
rates, and all while competitors were forced to pay those inflated rates, is itself not just
and reasonable. Beyond the surface issue of competitors paying more than we ought to
have, those inflated input costs led to a universe of downstream issues including input
cost uncertainty and investment paralysis or risk aversion for competitors’ own
investments and innovations, all in the face of competing against the retail arm of the same
incumbents who have market power.
Ultimately, this has led to reduced choice and inflated prices for consumers. The
incumbents’ regulatory gaming and the CRTC’s rate setting failures undermined the ability
of competitors to bring price discipline to the market, ultimately harming consumers. This
was most clearly demonstrated when, following the CRTC’s reduction of CBB rates in TO
2016-396, TekSavvy increased investment in facilities and dropped its retail prices,
reducing prices for 98% of TekSavvy’s existing customers and offering reduced prices for
new customers.
That experience with setting rates in the wholesale wireline context should serve as a
cautionary tale for the Commission as it approaches setting rates for any new MVNO
regime. Not only must it aim to set rates properly, but it must aim to avoid the errors of the
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past and prevent incumbents from being able to game the system either by inflating rates
or complicating and delaying process. In that regard, TekSavvy is encouraged that the
Commission intends to launch a new public consultation process for rate setting for
wholesale services in the 2019-2020 year, with a goal of establishing “a more transparent
and efficient rate-setting process while seeking to ensure that wholesale rates continue to
be just and reasonable.”56
c. Roaming rates are not currently reasonable and should not be applied in the long
term to MVNO access
As indicated above, depending on the commercial relationship with the MNO, MVNOs
range from simple branded reseller, to service reseller, enhanced service provider, and
Full MVNO.
While Full MVNO status offers more flexibility to the service provider than other models,
such as the ability to innovate and capability of owning subscribers, a Full MVNO must
invest in its own EPC and IMS Core to control subscriber activation and service offerings.
The MVNO must also acquire its own IMSI range in order to own and control its mobile
subscriber base. Thus, the ability for MVNOs to attain Full MVNO status will require more
capital investment and time.
In TekSavvy’s view, the CRTC should mandate Full MVNO access as the regulatory
backstop. This would allow MVNOs to negotiate with MNOs for any other type of MVNO,
adding additional MNO services on commercially negotiated terms, knowing that they can
fall back on a Full MVNO model if the MNO refuses to provide those additional services
at reasonable rates.
If the MVNO wishes to have Full MVNO status, it should have mandated interconnection
to the incumbent MNO’s core network. As indicated previously, from the technical
perspective of an incumbent MNO, interacting with a Full MVNO is similar to interacting
with a Regional MNO that has secured a domestic roaming agreement with the incumbent,
the main difference being that the Full MVNO does not have its own coverage area. A Full
MVNO that has operated for some time could then secure its own spectrum and deploy
RAN facilities in areas where justified by subscriber concentration.
MNOs should be able to lease RAN access at a tariffed rate pre-determined by the
Commission, similar to the roaming tariffs from TO 2018-99. Such tariffs should be
established so all parties involve can make a reasonable return and they should include
price erosion on the cost per minute, cost per SMS message, and the cost per MB of data
to ensure the MVNO can remain competitive. Other MNO services that would be required
for MVNO models other than of Full MVNO should be commercially negotiated between
the MNO and MVNO.
The MVNO should also be able to have interconnection and roaming on the same terms
as MNOs currently negotiate among themselves.
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The individual MVNO should be able to determine whether it accesses the MNO network
outside the MVNO’s current service area. The cost of acquiring and maintaining clientele
will in most cases, make it cost prohibitive for most MVNOs to access MNO networks
outside their service areas unless they currently provide service to wireline customers.
In the short term, as proposed by CNOC in its intervention, existing roaming rates and
terms should be adapted to enable competitors to enter the market. However, the current
wholesale roaming rates of the three major players are too high for small wireless
operators to attract customers on competitive basis and maintain reasonable margins for
their long-term sustainability.
The wholesale roaming rates currently mandated by TO 2018-99 are as follows:
Table 3 - Wholesale Roaming Rate
Voice rate per
minute

SMS rate per
Message

Data rate per
MB

Bell Mobility

$0.013668

$0.000593

$0.013281

RCCI

$0.007062

$0.000007

$0.013978

TCI

$0.015735

$0.001796

$0.014071

These rates are clearly inflated. If TekSavvy were to offer wireless services to its customer,
the only option to retain its wireline customers would be to offer them on 100% wholesale
roaming basis, assuming the CRTC were to rule that the same rates apply to MVNO
access. However, this option would not be competitive or sustainable based on the above
rates.
To illustrate this, we use CRTC’s defined “Level 3” wireless service category, which
comprises 1,200 minutes of voice, 300 SMS messages, and 2 GB of Internet data.57 To
offer services to a user which consumes services as per the Level 3 Service, the per month
wholesale roaming cost to TekSavvy, based on Bell Mobility’s rate, would be as follows:
$43.14 (= 1,200 minutes x 0.013668 + 300 SMS x $0.000593 + 2,000 MB
x $0.013282).

Similarly, the monthly cost to TekSavvy would be $36.43 and $47.56 - based on Rogers’
and TELUS’ rates respectively.
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It is worth noting that data roaming is the most significant cost factor. According to the
CRTC 2018 CMR average mobile data user consumed slightly over 2GB per month in
2017, which represents a 30% increase from the previous year (2016).58 In 2017 SMS per
month per subscriber average 492 (513M SMS per day x 365 days / 31.7m subscribers/12
month).59
According to 2014 Mobile Economy report published by GSMA, average monthly voice
usage per subscriber was 628 minutes in North America in 2013. ReportLinker shows an
increase of voice MOU to 760 in the US in 2014 from the 2013 value estimated at 671.60
Assuming similar levels for MOU in the US and Canada, based on these figures, we can
estimate the typical average Canadian user profile to use 750 voice minutes, 500 SMS
and 2GB of data per month. The roaming cost to TekSavvy for this average wireless
subscriber assuming wholesale roaming rates were extended to mandated MVNO access
would be $37.11 (= 750 minutes x 0.013668 + 500 SMS x $0.000593 + 2,000 MB x
$0.013282) based on Bell Mobility’s rate, and $33.26 based on Rogers’ rates, and $40.84
based on TELUS’ rates. That’s monthly wholesale roaming cost to TekSavvy ranging from
$33.26 to $40.84 Depending on the provider.
According to 2018 CRTC CMR, in urban centres, level 3 services were available for $45
or less. The lowest price was $40, in cities in Ontario as well as Edmonton, Calgary and
Vancouver.
This brief analysis, which we note does not even include interconnection costs, overhead,
or any margin, clearly demonstrates that competitors like TekSavvy would not be able to
recover its roaming cost, particularly in the case of Bell Mobility and TELUS, if it were to
offer wireless service on competitive prices in order to retain its wireline customers.
As such, roaming rates are currently set too high to allow MVNOs to compete with the
current dominant providers in Canada. More to the point, however, as discussed earlier in
this intervention, those dominant providers’ own retail rates are extremely inflated as
compared to the international market. Based on current international trends and Average
revenue per user (ARPU) per GB and ARPU per SIM, it appears that retail prices in
Canada are inflated by a factor of 400% to 500%.
Additionally, according to the 2018 CMR, ARPU across all providers increased by 2.1%
between 2016 and 201761, but as stated above, data consumption increased by 30% for
the same period. The level of increase in data consumption has been steady since 2014
and even before (compound annual growth rate (CAGR) exceeds 27% since 2014 and
climbs even higher if we go back further). This clearly demonstrates that the wholesale
roaming rates for data, whether they are used in the context of domestic out of territory
roaming or MVNO access, would require price erosion to allow mobile resellers to remain
competitive.
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Based on past experience with wholesale input costing, we can expect a prolonged followup costing proceeding to determine final rates. In wholesale wireline proceedings, as
discussed above, the Commission has generally set interim rates based on incumbents’
proposed rates, and then significantly reduced them over time, allowing incumbents to
collect super-normal profits in the meantime while forcing competitors to pay inflated costs,
distorting the retail market and harming the ability of competitors to invest in facilities.
TekSavvy proposes that this time, the Commission adopt a new approach: set interim
wholesale mobile rates based on market demand, allowing competitors to enter the market
with offerings that provide consumers with the services they need at prices that are
commensurate with the rest of the world, and then adjust those rates as needed in a followup costing proceeding. This will provide immediate relief to consumers who have for too
long payed inflated rates for mobile services, and will allow competitors to enter the market
as MVNOs with a competitive position while ensuring that incumbent dominant national
carriers can no longer exercise market power.

F.

Conclusion
TekSavvy submits that the CRTC’s MVNO regime should only mandate Full MVNO
access. This would still allow MVNOs to negotiate with MNOs for other MVNO models,
adding MNO services on commercially negotiated terms, with the understanding that they
could fall back on Full MVNO if unable to negotiate other terms.
If the MVNO wishes to operate as a Full MVNO, the MNO should be mandated to provide
unrestricted RAN services, without distinction between its own subscribers and the MVNO
subscribers. The MVNO should be able lease RAN access at a tariff pre-determined by
the Commission to allow the MVNO to effectively compete with MNOs. Such tariffs should
include price erosion so the MVNO can remain competitive with increasing data
consumption. MVNOs should also have access to interconnection and roaming on the
same terms as MNOs currently negotiate among themselves.
In TekSavvy’s view, the Commission’s objectives would best be met by mandating Full
MVNO access from incumbent MNOs. The resulting independent virtual service providers
would have access to the incumbents’ RAN networks, but could decide for itself whether
to sell mobile services in the entire MNO footprint or in just a portion.
The Commission should also ensure there are no regulatory or commercial barriers for
Full MVNOs to become Mobile Virtual Network Enablers (MVNE) in order to foster
innovation to the maximum possible extent. In an ideal MVNO regime, Full MVNOs would
have access to the wholesale market and MNOs would be MNOs would be barred from
imposing artificial constraints that limit the potential of MVNOs and the range of activities
they can undertake.
A flexible MVNO regime recognizes that various forms of MVNOs can be a competitive
force in the marketplace resulting in lower prices and increased choice for consumers,
while not destabilizing the market for MNOs. Based on our review of MVNO market shares
in other jurisdictions, on the complexities of mobile technologies, and the financial
capabilities of independent service providers, a mandated MVNO regime would not

destabilize the market, just as the steps taken by the Commission to improve wholesale
access to wireline incumbents’ networks has not destabilized the wireline sector.
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