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When a top Bay Street equity analyst recently identified ten common myths about the state of the

Canadian wireless industry and countered them with current data, reaching the conclusion that our
home-grown industry is serving Canadsveryg St f gKSy O2YLI NBR (2 GKS ! ®{ ¢
dogmatically set out to prove him wrong with numbers of their own. Unfortunately, they once again

relied on outdated and inaccurate data to support their-tdpeated claims. Fortunatelpplicymakers

and regulators know that, because they demand real economic analysis based on current data.
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has changed in the past five years. Think altbatwireless phone you had five years ago, and the

experience of browsing the web on it. Would you go back to using it, or do you prefer the one you have

today? The criticeften usedata from four or five years ago despttee availability of newereports and

datact & AF (KSe GKAY]l] @2dzOQNB adAftf dzaAy3a @2dzNJ 2f R LJ

The fact is a lot has changed in the last few years, and a lot of that change has been led by TELUS.
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of the most satisfied customers in the industry. We object to-iseéfrested attempts to portray

/'yl RFEQa @gANBt Saa Yok Qutpf-datg stakistics, inapt comparikoins, ané@ S Y LJ
cheap shots.
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show that pricedor the kind of wireless services that Canadians actuallyatskelowthe OECD

(Organization for Economic Coopeaat and Developmen@veragejn spite of theenormous area

served by wireless services in Canada, our high standard of living, and the fact that Canadians use their
wireless devices more than just about anybody else in the world. Caxlsalaas some oflie best

networks in the worldin spite ofthe enormous cost of building and constantly upgrading them.
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Let me be clear, TELUS does not deny that many Canadians have had bad experiences with their wireless
OF NNASNE AyOf dzRAY3I d&@dy IA i K KS (1KISE &K 2NNEWNS @ 2\WA SRS
from Canadians are real (although many were from several years ago). Instead of hiding from those
aSyuaAayYSyidasz ¢S aaandsigniiicariy chakdedthefvdywi do business and, judging

by the number of new customers we have attracted recently and the fact that fewer customers leave

¢CO['{ GKIFIY 2dzNJ O2YLISGAG2NRXT 2dzNJ Odzai2YSNB (1y26 Al
and instead prefer to dogmatically rely on enftdate sttistics that do not fairly or accurately describe

our company, our industry, or our country, in spite of canstructiveattempts to encourage them to

use current data.

Ly FILOGX Ylye 2F (GKS (KAy3a KlclhreeyelSobrtrd&cR highQd NI L2
early termination fees, and bill shock from international data roangihgve already been changed by

TELUS and will change uniformly across the industry once thev@RIESs code of conduciomes into
F2NOS® alye 2F GKS ANNARGIyda GKFEIG hLISyaSRAIF LRAYI
are either no longer prevalent in the market or will sooragisear entirely.

Ly KS (GoSt @S aSOiAizya Ay (GKS FddFOKSR LI LISNE L N
and add necessary context regarding the international rankings and how they portray Canada.

In addition to frequently refusing to usbe most recent data available, wireless industry critics almost
uniformly fail or refuse to recognize three major methodological considerations:

1. Canadiansisecommunications servicesjcludingthe Internet, Internet videowireless
servicesand smartphmes more than just about anybody in the world.

2. Consumer wireless expenditures have to be measured @i aSuligciberé rather than
¢ LJISuNdcrptioné basisto give a complete picture of Canadian wireless pricebs&ibers
in many countries pay for muttie subscriptions, while North Americans typically do not.

3. Consumer wireless expendituratso have to be considered in the context of overall
household expenditures and per capita incomes. Low prices in one country, even as a
matter of purchasing power piay (PPP), do natecessarilynean that consumers thengay
lessfor wireless services than Canadians do.

These three themes come up frequently in this paper because they underlie so many of the
misunderstandings and misstatements about the Canadianegiseghdustry that its critics so often
repeat (and that in turn get reported as news).

Even when those who seek to portray our industry in a negative light do report current (or close to
current) figures, they often neglect to report tiieendsin the data, which give a more meaningful

LA QG dzZNB 2F 4 KI (0 Qa ¢Kuch ks ¢sfima@dd9. 3w Keardver-yeardahRna
smartphone adoptioramong customers of the top thre@anadiarcarriersin 2012(compared to just
28.2%6 among the toour American carrierndthe projected 44.5% growth in data as a percentage of


http://blog.telus.com/public-policy/crtc-is-on-the-right-track-with-its-draft-code-for-mobile-wireless-services/
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service revenuem Canada (compared to just 24.%%4he U.S.§, disprove a variety of common
Ff€S3ArLGAz2yasy AyOftdzZRAy3dI (GKS 2yS Faowvedzi /I ylFRFQa &AN.

LT &2dz R2y Qi alkdft@eSttathedpSpeliese arbliiid highlights:
Background International wireless comparisons
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industry metrics have not historically represented Canada fairly due to
methodology, but they are improving.

e OpenMedia refuses to use the most current OECD data availatulénsteadrelies
on data fromthe 2009 OECDeport, whichwere gathered in August 2008!

e Looking at thepost-paid servicébaskets in the 2011 OECD rankings that come
closest to the average Canadian usage, the Canadian wireless prices reported (which
are from only onebrand, and not TELUS) are below the OECD average. We come out
as the fifthleastexpensive country in the highse basket, for example.

o While lowusage plans in Europe may be priced lower than in North America,
European consumers often pay fiovo or more plans, such that pesubscription
data do not telthe wholestory. For that, you have to look ger-subscribedata.

1. Average revenue per usgARPUYis high in North America because North Americans use
their wireless devicesnore

¢ Canadianglike Americans) are among the most datéensive users of the Internet
and smartphones in the world.

¢ High ARPU is not evidence of high prices, but rather high usage, which is typical of
any consumer product or service.

¢ In any event, the OECD data shdwattasa proportion ofboth average household
budgets anchverage per capitamcome Canadians speridss on communications
services than the residents of most OECD countries.

2. Canadiarnwirelessprices are about average compared peer countries in spte of higher
costs

e Canadian wireless prices are about the same and, in some cases, lower than those in
the U.S., the country that it makes the most sense to compare Canada to
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200" least densely populated country in the world.
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e Canadian carriers in the aggregate serve only 12 subscribers per square kilometre,
compared to37 in the U.S. and53 in the Netherlands, for example.

o Despite having the lowest subscriptibm-squarekilometre ratio, Canada still
maintains below averageonsumerwireless costs as a percentagehofusehold
expenditures angber capita income.

3. TELUS does not charge carrdrl fees

e Professor GeidtlselyO f | A Y &he ificknbénts @ll charge thesubscribers 75
cents per month for enhancedB1 services ¢ R[2!S{&A Yy Qi

4. TELUS has been able to slash international roaming charges since ij&Rg

e ¢CO9['{Q OSNER O2YLISUGAGABS AYOIGSNYylFGA2YI
our move to aHSPAased network in 2008nd our proactive negotiations with
hundreds of international wireless carriee much lower than those surveyed in
another2011 OECD report, renderingritmediatelyoutdated. We reduced our
rates by up to 60% after the data ftirat report werecollected.
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5. TELUS does not charge a System Access Fee or Government Regulatory Recovery Fee

e The fact that only one carrier in the market charges a Fest ho other carrier
charges tells us nothing about the competitiveness of the Canadian wireless market.

6. Canada has among the highest ratef smartphone adoptionin the world and growing fast

e Comscoreand ScotiaCapital data demonstrate tif@nada has among the highest
rates of smartphone adoption in the worlthd growingveryfast

e ¢O9[ ! {Q &Yl NI LIKagarSond pSspaidisihiciiber@as 66% at the
end of 2012.

e | AAK AYFINILLK2YS LISYSIONI GA2Y A drks@ddd K |
also a driver of data usage over those networks.

7.¢9[ 1 {Q dzyt201Ay3 LREtAOE Aad O2YLSGAGADS

e The practice of network locking prevails around the world and across the Canadian
market, from established carriers to new entrants.

e ¢O9[!' {Q O2 YdtKiSgiphlidyndess thezgebdd of customers who want to be
able to use a local SIM card when visiting another country for an extended period.
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Customers can unlock their phone for $35 as long as the device has been on the
TELUS network for a minimum of 90 gay

8. Canadian wireless networks are among thestintheworl Yy R R2y Qi f Si | yeé?2

otherwise
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North Americaraveragewireless networkspeeds are already high in comparison to
other regions and are projected to reach 14 Mbps by 2017. LTE users can enjoy
higher average speeds than that today.

R I QddasswirglésEnBtworks support our worldclass smartphone penetration

While Canada has historically had lower wireless penetration than similar countries,
this is due to our superior and ubiquitous wireline netwoaksl the fact that
commercial cellphone service started six years later in Canada vs. the U.S

Unlike consumers in Eope, Canadian consumers generally only need one wireless
subsciption as opposed to two or more (mainly to arbitrage roaming rates in
nearby countries)which underscores the importance of distinguishing-per
subscription costs from pesubscriber costs.

Canadians are adopting smartphones at the highest rate in North America or Europe
¢ with the penetration rate among the population increasingabyost 50% year
overyearc thanks to competition, not in spite of a lack of it.

10. TELUS is more spectra#jficient than Bell and Rogers

TELUS serves roughly the same number of customers as our major competitors with
significantly less spectrum. We have no choice but to use what spectrum we have as
efficiently as possible to serve our customers.

/ I yI RI & maskethsless concentrated than even the OECD average

The aggregate market share of the top three carriers in Canada is 90.1%, which is
below the OECD average of 93.3%.

Eighteen countries have more concentrated wireless markets than Canada based on
the aggregate market share of the top three carriers, and 22 countries have more
concentrated markets based on that of the top four carriers.
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At TELUS,@knows SQNB y 2 LISNFSOGX odzi 6SQNB 3ISGiAy3a o0Sai
0 dzi ¢ &Knblisard o be #1. We are proud to have earned indulgtagling churn rates (in fact, we
recentlyreported our lowest churn rate in six years) and among the highest independent customer

satisfaction rating# the industry(according to JD Power, as explaifmede).

2 KSy GKS GStS02Y AYyRdza(iUNER QA AYRSLISYRSyld O2YLX Ay
Complaints for Telecommunications ServicedJGT Feleased it2011-2012 Annual Reporit showed

that CCT&eceived 13 per cerfewercomplaints about TELUS last yeampared to the year before

andin a year when complaints about our imgtry as a wholevent up 35 per cent. We werglad to see
suchgreatIN2 ANB a a > 0dzi ¢ S dojf ywewant to Krid\tkoSeomyplainisteved Bwer.

You can sewhy we objecsostrongly to characterizations of the Canadian wireless market as
uncompetitiveand homogeneousWe work hard every day to earn the trust of our customers in an
intensely competitive marketplace where consumers have many choices.

We are happytohavearndSy > O2y a i NHzOGA @S RA&AOdzAaA2Yy Fo2dzi /Iy
AGQa FFHANI G2 Ayarad GKIFG GKS RAaOdzaarzy oS ol aSR
LQ@S 3F2G0Sy a2 Y Say$oMy Sartesl i@ TEAUS Blothabd this&kind of frank

discussion, and as long as you respectidouse Rules ¢S 62y Qi RSt SGS @2dzNJ O02YY
names, like OpenMedia recently did to us.

LT &2dz  NE OdaNNByidte gAGK 2yS 2F 2dzN)J OBYBISG A G2 NA
Koodoa chance to show you what our customers already kqdhat ¢ S Q@& ent fromthe other

guys, and getting better all the tim&ou can learn more abohibw we put what matters to you at the

heart of everything we dbere.



http://about.telus.com/community/english/news_centre/news_releases/blog/2013/02/15/telus-reports-fourth-quarter-2012-results-announces-financial-targets-for-2013
http://blog.telus.com/public-policy/telus-latest-submission-to-the-crtc-wireless-code-proceeding/
http://www.ccts-cprst.ca/
http://www.ccts-cprst.ca/en/documents/annual-reports/2011-2012
http://blog.telus.com/house-rules/
http://www.telusmobility.com/
http://koodomobile.com/
http://why.telus.com/
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Background International wireless comparisons

Firstt S Qa 3 Sofne ditt®e playgreimthe debate ovéne competitivenes®f/ | Y RF Q& 6 A NBf S
market: Jeff Fan, Michael Geist, OpenMedia, the OECD, NoydiuityPeter Nowak.

On March 7, 20135cotiaCapital analyst Jeff Faut out aNBS LJ2 NJiCariadliah W8dRessdMyths and

Factg i which he drew on current market data and concluded tlildie facts support the view that

Canada has a healthy wiesk market with lower smartphone monthly price plans and higher

smartphone penetration than the US, which benefits both Canadian consumers and carrieksy @S & (i 2 NA
trust people like Mr. Fan to get theiumbers right, but Professor GeRt2 S a y Q (i

InaMarch 106 f 2 3 LJ2 GatadidnMiréleSsRReality Check: Why Our Wireless Market is Still

Woefully UncompetitivE ¢ | YA BSNEBAGE 2F hddlgl f1 ¢ LINRPFSEa2NI a
dample evidence that the Canadian wireless market remains woefully uncompetitive when compared

with peer countries around the world with higher costs, price gouging, and restrictive ®@éms

Also ;1 March 7, advocacy group OpenMedia released a repot RYimedfor an Upgrade: Demanding

| K2AOS AY [ VI RIZSGE /KAOK th K/ RS ZRABEBOU S Orkal Glalials NJ

Contextb¢ ¢ KA & OKLFLIWGSNI YI1Sa &Kz2 O] rapygrs sanetin&tusngihes S dza S
most current data, from thedOECD @nmunications Outlook 20EIpublication,but mostly usingut-

of-date numbers frordOECD @nmunications Outlook 2009

Most of the OpenMedia report isased orli KS a OSft LIK2yS K2NNRNJ a2 NKSa&E
encouragd Canadians to send therthe issues raised in thosmmplaints have had a fudhd public

hearingin the ongoingCRT proceedingo establish a national wireless code of conduittave

previously writen aboutthose issue$ere, here, andhere.

Let meemphasizehat we do not deny the many bad experiences recounted in@penMediareport.

WSQ@S FI OS-Bnaidcangedd 515 R a Sawni dofpiaintd G F G A &2 G A Oa dbiRg2 ¢ G KI
better than the other guys when it comes tisesehorror stories.In a filingwith the CRTGOpenMedia

indicated that among thoseonsumersvho responded to its campaign and identified their service

LIN2E BARSNE ¢9[!'{Q O0N}yRa ¢6SNB (KS &dzo2S0i 27F 2yf e
subject of 31.74% and Rogers 47.88¥isdespitea disproportionately large share of complainants

being fromfrom British Columbia, the home of both OpenMedia and TELUS

.dzii A0 Q& h LISy a S Rlatatieaticondedisiis tRetnodi. Ke$ave Itad dir frustrations

with the OECBankings but the 2011 onesvere slightlyimproved over the 2009 versidin part thanks

to the intervention of the Canadian governmemthich completelyy A & NBLINS &Sy i SR(as/ | y I RI C
well as the U.S., as Scott Wallsten baglained. We look forward to the release of the 2013 report

which is expected in Jur{gt only comes out every second yeabecause it will provide even more-up

to-date information (albeit based on surveys done in 2012).


http://blog.telus.com/wp-content/uploads/2013/03/SC-Canadian-Wireless-Myths-and-Facts.pdf
http://blog.telus.com/wp-content/uploads/2013/03/SC-Canadian-Wireless-Myths-and-Facts.pdf
http://www.michaelgeist.ca/content/view/6803/125/
http://www.michaelgeist.ca/content/view/6803/125/
http://www.openmedia.ca/UpgradeCanada
http://www.openmedia.ca/UpgradeCanada
http://www.openmedia.ca/upgradecanada/hitshome/price-gouging/price-gouging-global-context
http://www.openmedia.ca/upgradecanada/hitshome/price-gouging/price-gouging-global-context
http://www.keepeek.com/Digital-Asset-Management/oecd/science-and-technology/oecd-communications-outlook-2011_comms_outlook-2011-en
http://www.carib-is.net/sites/default/files/publications/OECD%20Communications%20Outlook%202009.pdf
https://services.crtc.gc.ca/pub/instances-proceedings/Default-Defaut.aspx?Lang=eng&YA=2012&S=C&PA=t&PT=nc&PST=a#2012-557
http://blog.telus.com/public-policy/telus-encourages-the-crtc-to-keep-the-future-friendly-for-canadian-wireless-consumers-2/
http://blog.telus.com/public-policy/common-themes-emerging-in-the-crtc-wireless-code-proceeding-2/
http://blog.telus.com/public-policy/telus-latest-submission-to-the-crtc-wireless-code-proceeding/
http://works.bepress.com/scott_wallsten/54/
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WewereséF NHza G NI G SR 6AGK (GKS h9 tespeiedjndepandentddhsdingli G K I G
firm Nordicityin spring 20110 comparethe 2009 reporto a prepublication version of the 2011 report.
They concluded as folis:

The Organization for Economic Cooperation and Development (OECD) will release its 2011
Communications Outlook on June 22, 2011. The Outlook will include rankings of wireless prices in Canada
and 30+ other OECD countries. The last OECD Communidatitosk, released in 2009, ranked Canada

as the thirdmost expensive OECD country with respect to medium mobile phone usage.

Unfortunately for Canadian consumers and policy makers seeking representative and thorough
international wireless service cost coarsons, the OECD Outlook tends to stand as the authoritgtive
and often lonec wireless cost benchmark for the nearly twear period until the next OECD report is
released. It is unfortunate because the public is generally unaware of the limitatidhe GEECD
methodology, particularly that:

The OECD rankings:

1. Are based on wireless plans serving a small minority of subscribers per country, and the choice
of plan types is inconsistent;

2. Only somewhat account for vastly different mobile usage pattger country;

3. Do not reflect the fact that nearly half of all residents of OECD countries outside of North
America pay for two cell phone plans; and

4. Do not fully compare wireless costs in relation to average income.

After the 2011 report was publied, we askedNordicityto update their analysis, and here are their
updated conclusions:

OECD Rankings

The OECD rankings are based on a seemingly random selection of carriers and plans. For
instance:
o /FYFrRFIQa O2YLX SGS h9/ 5 wdiffildnt cAling prdfileslisOS NI y 1 A
based on fees from only four different wireless plans (two each from Bell and Rogers).
0 The OECD compares pgstid, preLJ AR | YR WFNASYR& YR FTlLYAf&EQ
rankings within a single calling profile.
OECD rankingsochot recognize that nearly half of the wireless subscribers in the OECD countries
outside of North America pay for more than one mobile plan.
Typical Canadian calling patterns are not reflected in the OECD calculations. The OECD calling
profiles closestd the average Canadian cell phone usage profile are based on:
o0 187 minutes less per month than the average Canadian usage; or
0 194 minutes more per month than the average Canadian usage.


http://www.nordicity.com/
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Canada

e Canadian wireless providers actually charge rates belovintieenational averages despite
ASNPAYy3I GKS tSHad RSyaSte adzwwaONAROSR ySiGig2N] Ay
subscribers per kf; the fewest in the OEC®compared to 37 subscribers pem?’ in the United
States and 312 subscribers pen’ in the Urited Kingdom.

e The presence of three national wireless carriers and six regional providers gives Canada one of
the six most competitive wireless market structures in the OECD.

e /I YylIRIQ& -mi@uchireess cdsiS aid the 1ttbwest in the OECD, $0.02low the
OECD average.

e Average wireless voice costs in Canada declined at a rate greater than the international average
(2.65% vs. 2.46%) between 2005 and 2010.

e Based on average income, Canadian wireless voice costs are 10% lower than the OECD average
and total wireless (voice and data) costs are 12% lower than the OECD average.

These facts are now wekhown within the telecom policy communityetin their brandnew report

(and even after we tried to persuade them to stop using the 2009)d&penMeda hasfallen back on

the 2009 data when it suits them, presumably because the 2011ate$aQ i |+ a FIl @2dz2NIF 0f S {2
LRAAGAZ2Y D ¢KIG {AYR 2F aStSOGAGS dzaS 2F RIFGIF g2d
Y2aid A1 Studnoticédingt@wia 32y S

Lyid2 GKA& YAE OFLYS | o6f23 LR&ald o0& Bighelhyilse mgtesdzNy I £ A
of wireless mytkbustingd € itZL ya NJ> b 2 I¢Hodght & mighBb¥ instructivéo take a look at some

of the myth-busting facts presented in the Scotia Capital report, to see if they can indeed bear the
gSAIAKG 2F Of 2aSNJ aONHziAye de L aNDdzNF & I 2 dzA v 1 KIF &I & © 8z
ClyQa dza SstReTcompdtafor rhadkét tb Canada

The biggest problem with the report is its insistence on comparing Canada only to the United States. | had

a brief email conversation with Fan about this and | understand why he did so. The U.S. is the most similar
marketi 2 / I Y RIFI Q&3 gAGK | O02YY2y NBIdz F §2NE | LILINR I OK ¢
interfering) and systems. In Europe, for example, calling parties pay for calls, while in North America,

minutes are counted on both the calling and receivinRen® L 1 Q& GKS&S a2Nla 2F RAT?
comparing plans and prices across many countries inherently difficult.

aNp b2gt1 SELINBaAaASA R2dz ( CanadiiniontllyNsiharthbng plans afed G A Y I
approximately 249%27% cheaper than the Wross all usage categories | S O FhisHastgsdzSayY a
pretty selective. For one, Virgin, Fido and Koodo are counted in the Canadian calculation, yet only

Verizon and AT&T are included forthe 8.5.2 KAt S GKFd A& GKS OlmdS Ay GKS
Koodo are not included in the medium and high usage bands (which more accurately represent

Canadians anyway). Virgin is, but at pricestidta KA IKSNJ G0 KFy LI NByid . StfQao

I LILJ NBy i f & dzy O2 yadsons @EcBmparidg Camiiia toGHe Yd.ANowak set out on
the same kind of critique as Professor Geit.was back with a further post on Marc8, 2013 titled


http://wordsbynowak.com/2013/03/13/wireless/
http://wordsbynowak.com/2013/03/13/wireless/
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éDebunking the wireless myth busters, redux A Yy ¢ KA OK K ffom B BdakNliAineri€aA 3 dzNB
aSNNAff [2yOK aDf26lf 2ANBfS&aa al iNAEE (KIG &aK2g
ARPU and profit. Yet these data should surprise no one, they are well known and not something that we
RSye o 2 SQNB dyaBoiit bény & welilBudcasSfutompany Interestingly, the Wireless

Matrix also shows that the major carriers in Japan, ltaly, Portugal and Switzerland all have higher

wireless EBITDA margins than in Canada, as do carriers in many emerging maskéts |aver ARPUS.

Mr. Nowak appears to believe that he has uncovered some new informétigrt & aK2ga a2dzad K
0o SREBFI YR R2Sa YdzOK (G2 LINB@®S GKFG /FyFRAFYya N
discussed under item 1 below, Mr. Nowalhtaues to confuse high ARPU with high prices, especially

when prices in different markets are put into the contexts of both operating costs and per capita

income.l respond to several statements in this post in the pages that follow.

With regards to smaphone penetration, Mr. Nowak accuratelgportsthat the Bank of America Merrill

Lynch data show that as a propion of the general populatior87% of Canadians have smartphones.

When Mr. Fan refers to 88penetrationand Comscoreefers t062%, those refesent smartphone

users as a percentage pbstpaidwireless subscribersVhilewS | O1y26f SR3IAS /I yI Rl Qa
wireless penetration ratewe would point out that smartphone adoption among the Canadian

populationis growing at the incredible ratef 49.5%yearoveryear(as of 2012, according to Bank of

America Merrill Lynch}uch thatour wireless penetratioms a proportion of the populatiois no doubt
alsogrowing fastOur internal estimates put it at 41.4% already. This issue is exploredrimdetail in

item 9 below.

Now,f SG Q& (GdzNYy ol O] (2 t NBeE®veded Ntb DTObrioSQAGcolwnh ana  LJ2 &
al NOK wpightifok Wiirel&®Rcompetition not over yet A Yy  réadfeltaDlepéated many of

the sameerrors and omissions). N2 F S & & 2 NJteb &4sand whg fhieFeSshabnplecevidence that

the Canadian wireless market remains woefully uncompetitive when compared with peer countries

around the world with higher costs, price gouging, and restrictive térhs whas the post actually

consists of is agsies ofdzy dza dz € O2 Y LI NA a2y as TohskdoSsuofdde 6 OKF 4XQ |
information.

While many Canadians might instinctively agree that they would rather pay less for wireless services

like everything else the claim that the market is unconafitive would come as a surprise to anyone

who listens to the radio and hears countless commercials for wireless services, each touting a new

service innovation, a new device, or a promotional rate. The same goes for newspBpeand outdoor
advertising Ata basiclevelfi G KS YI NJ Sd A aafoRdi modey ¥ badhg iadtdoynSoE G K Sy
of companiedrying to persuade consumers to choasem for their wireless needs

One just has to visit their local shopping mall and count how many plaeg<an get a phonandfrom

how many different brands tappreciate how many choices they ha@2 NJ SE | Y LX R¥eal & hd Gt
Centre just blocks fromt N2 ¥ S & a4 2 N, & carshpgfér adréleSsiphonet no less than

thirteen different retail outlets:! LJLJX S . St f 22NI RX .t O] Q& >Tbobts £ dzf I N.
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wireless, TELUS, The Source, Vidéotron, Virgin Mobile, WIND Mobile, and Wireless Wav& rieinier

storesi KIF 4G NSy Qi 4G GKS wWARSIFdz / SYGNB AyOf dzRS t/ a2«
PetroCanada, the Sony Store, Public Mobile, and Mobilicity, to say nothing of a wide range of

independent retailers and online stords.y’ ¥ I O Avérgfar witkduttding &cross 2

somewhere you can buy wireless service.

ByimplausiblyR S O f I NA y wireléssmarkeRund@rpetitive in the face of igkind of practical

reality, industry critics denigrat¢he efforts of thepeople who bring those choés to the marketThey

doy Qi K &biskdf tlie e&Sver ones, eithelyy implying that there are only three players in the

market.As commenters on online forums often point out, several brandsrafactaffiliated with larger

carriers §imilar to howKoodo isowned byTELUS), bt K i R2 S &y Q (ithed &Somer§, 2 062 G KSN
who appreciate the options that they add to the market.

Butl thinkwe all want to get beyond ibkind of anecdotal evidence and look at real econoaviclence

¢ indeed, policymatrs demand nothingless y ¥ OG> G(KIFGiQa SEIOGte gsKé 4S5
studies,andr & RSY2ya0iN} SR 0St26> b2NRAOAGE STFSOUAOBSEt e
almost two years ago.

Before going through them orley-2 Y ST A (i Q & asé@ gaddrak mayfe? tihhakoghebf Professor

DS A teriip@idts simphR 2 y Qi F LIJX & G2 ¢9[ ! {Z YR GKS& R2yQi I L
Geistsaysid 0 aSyid FTNRBY (GKS YIFIN]JSGY O2YLSGAGA2Yy D 2S5 | NByY
know it. We have brought several innovations to the Canadian market, including the Koodo tab model,

which has been copied by many other carriers, arat thend of industry firstscontinues to this day.

By listening to our customers amihing away withithings that annoy them, we are further

differentiating ourselves from the competition all the timey’ R A0 Q& y 20 2dzad Ay @ANB
Optik T\servicehas proven enormously popular with consumer®ritish Columbia, Alberta and

Québec (we now have ove678,000total TVcustaners and growingpecause ibffersa superior

alternative toconventionakcable T#® 2 SQNB I f 42 RATFTFSNBYd Ay GKFG 6SQb
content ownershipand we never usga (i K N2 { (0  Ihtghi@éserdcgwharezdhavel.3 million

customers and growing, too). dzii f S Q& &@ndiddfougk 2t MR NB A SANIOMEA &0 Q& LI

1. Average revenue per usg/ARPU s high inNorth America because North Americanse
their wireless devicesnore

Professor Geist startsy expressinghe viewthat ARPUWaverage revenue per usds)the most

AYLRNIFYyG AYRAOFG2NI 2T ORaddiSsithe indspcarniéfeadly markeRn RS Of I N.
the world as the carriers extract higher revenues from their users than any other c@Bésed on the

mere fact that Canada and Japan share the tagiA&RPU levels on the CRER@rtthat he cites

t NETFSaa2N) DSAal Oa yidkietdared Jackingin sirong dorypletiédn . A& @K G 2 F
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Japatk L& WIFHLIY | YIFENJSGO dgaz2zNBte t1-01Ay3a Ay aidiNpy3a C
devices a lot, like Canada?

Does high ARPU equal high prices?

Right off the bat, Professor Geist confuses high ARPU with high prices. As a commentenarblog
pointed out right away

If a family in Toronto spends $200 more on gas for their Toyota Corolla each month than a family in
Montreal, does that mean gas is more expensive in Toronto? Of course not, you have to normalize usage
before you can make a cqrarison, you have to look more deeply at the data

Mr. Nowak makes the same kind of observation as Professor Geist in his March 18 blog post:

The story here is clear. Canadian carriers lead the world in terms of monthly average revenue per user, at
$60.79¢ K 1 Qa wmc LISNJ OSyid KAIKSNI GKIFIy GKS ! yAGSR {dI GS:
world average ($43.79) and 76 per cent higher than Europe ($27.02). Moreover, as the graph on the right

shows, Canada is only one of four countries seeindJARBwing.

Ly aLAGS 2F aNW CryQa FddSYLii G2 SELIX LAY AGZ aNW
I'FylFRFQa AYONBRAOGES &Yl NI LK 2y Soveryeaf &d tNd facttaty I NEB ¢ (0 K
I Iy RA I yARPJYahiN#tBREIDparticula) are also growindt makes sense that growing
smartphonebased data usage should show up in growing data revenues. As Mr. Fan said, this should be

I 322R ySga ai Aebvauldg¢rgué thdt datARFR) g@witSdriveraby smartphone

penetration gowth is the sign of a healthy wireless industrgp

Mr. Nowak also attempts to prove Mr. Fan wrong by observing thatiB€012 Bank of America Merrill

Lynch (BoAMLElobal WirelessMatriR I G aK2¢ GKI G a/FyFRF Aa Ay (GKS
howYdzOK 2F Odza(i2YSNBQ o0Affa FNBE O2YAy3 FTNRBY RIOF ¢
world average of 42%. Yet Mr. Nowak fails to acknowledge two things. First, the very same low overall
wireless penetration rate that he emphasizes partly expl#iisissue, but more important is the fact

that data as a percentage eérvice revenueamong the top three carriers grest an estimatedrate of
38.2%yearoveryearin 2012 (based on the first three quartee)cording to the same reporBoAML

also estimate thatrate to grow to 44.5% in 2013.

You can easily see where growth like that takes ¢euentually data revenue will dwarf voice revenue,

and the phenomenomwill presumably be particularfgronouncedin countries with superior network
infrastructurelike Canadal. 1 Qa4 ¢2 NI K y20Ay3 GKF G AynearlyagfaRRds @2 A OS
data revenue is growing, in part because Canadians actually talk on their mobile phonesrmtet

than people in most countries, in fact

We may be startinfrom a base of relatively low wireless penetration, but that is changing fast, as
Canadians adopt the very best wireless devices and use them on ourclas&inetwork® ¢ &l (G Q a
being enabled by vibrant competitian the Canadian wireless market, nogld back by a lack of it. If
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GKS YINJSG A& AYRSSR dzyO2YLISGAGAGSsE GKSy L ¢2dzZ R
explanations for the explosive growth in smartphone adoption and data usage that coepntslike
the BoOAMLGIobal Wieless Matrixprove beyond any doubt.

Convinced that he hadiscrediteda N> ClF yQad @ASg¢ (KFG KAIK !'wt! A& RN
aN» b2gl]1 ySEG GdNya G42 OKdzaNYy RIEGE Ay Fy FadaGSYLI
(but certainly noworldf 260 | @SNF 3S OKdzNYy NI (Sa -& NENIGQAZWRHNIA G D«
But Mr. Nowakmakes at least twguestionable statements a chain. First, he says that countries with
AOGNROG NMz Sa 2y O2y (NY OG0 tSyAayi Kt 2¢/ RA YRSIGAtGS G 2YOLUIANG
1Y26 6KSGKSNI 0KFGdQa GNXzS 2N y20G3X o6dzi AG R2SayQid Y
GAGK LINROS& F3AFLAY 6KSy KS alreéea GKIG GKFG aAYyRAOLI
'y R f 2¢ REKSdanditabeanylsiich thingg NX» b2 g+ 1 KIF ayQid LINRPJARSR | y&
relationship between prices and churn.

A strong correlation between high prices and low churn? In what countries have high prices been shown

to discourage consumers from switoliproviders? Given the array of competing carriers offering
RAFFSNBY (G oO0FyR KAaG2NAROIffe f26SNbO LINAOSA Ay /[yl
consumers who are unsatisfied with what their current provider is charginteaskkely to leave?

Perhaps he is arguing that they are labteli 2 f SI @S> 0SSOl dzaS (K& | NB af20
contractsandaninability to unlock their phoneThis isanother allegation thatsimply does not apply to

TELU&nNdfor that reasorends p proving the oppositef what the author is tryingd show,

Since moving to our simple Device Balance appraa2010(which is the rule in Qébec and will soon

become the rulenationwide), TELUS8ustomers can leave anytime they likg paying off the rmaining

device subsidy amourshown clearly on their billOur customers can also have their devices unlocked

F2NJ GKS @GSNE O2YLISGAGAGS F¥SS 2F bpop o0l a RAaOdzaaSR
the way Mr. Nowak describes, and yet wesbdhe lowest churn rates and among the highest customer
satisfaction ratings in the industry. How would Mr. Nowak account for that, since our ARPU is also high?

Does this prove that our prices are in fact low, since Mr. Nowak says there is correlatimebqirices

FYR OKdzNY K LQY vy 2 (withioit tnéré syipportingdathhii suchkestatemidntivoldl NJ

certainly bein linewith the kind of logic that we frequently hear from industry critics.

Do Canadians spend relatively mordesson wirdess services?

Perhapsy saying that ARPU appears high in Candzessor Geist is trying to say that Canadians
spendmore on wireless services than people in other countrithe statistics showed thawe do,as a
proportion of their household budds, it would not be surprisingo an economistgiven thatwe

consume more communications servitaan almost anybody in the wori@ee below)ButtheyR 2 y Q (i ®

Figure8.7in the 2011 OECD reposhows that in2009 Canadians spéthe fourth most on
communications services among 20 countii@®eit comparatively less on wireless)
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Does that mean thatommunicationgrices in Canada are the fourttighest in the OECD? Na.fact,
Figure 8.2 shows that Canadiaousehold spem the fifth leastout of 29 countrieson communications
expendituregwhich includes telecom equipment and services as well as postal seini@8)9 well
below the OECD average.
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