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Part A: Summary
1. Good morning. My name is Heather Hudson. I am Professor of Public Policy and former Director of the Institute of Social and Economic Research at the University of Alaska Anchorage. I am a dual Canadian and U.S. citizen, and have extensive experience in communications policy and planning across the North, and in other remote and indigenous regions.
2. Given the limited time and the need to hear from others on our panel, I am going to summarize points that are made in greater detail in the documentation that follows.
3. As the CRTC and many interveners have noted, reliable and affordable communications services are critical for northern social and economic development. Today, these services include broadband. Indeed, Finland, which also has many small isolated northern communities and is a member of the Arctic Council, was the first country to declare broadband Internet access a legal right.

4. The OECD points out: “Broadband is viewed as an enabler of productivity and economic growth, but its impact on economies will depend on broadband being used by business and consumers, which requires access to broadband at low prices and good quality.” 
 Despite the importance of telecommunications for northern development, it is clear that Northwestel’s services do not meet the OECD’s requirements of sufficient bandwidth, low prices and good quality.  As the CRTC’s own data show, only 29 percent of households in Nunavut had access to broadband of up to 5 mbps, and none had access to faster speeds.  Businesses and organizations also lack adequate access. For example, the community radio station in Kugluktuk, a hamlet at the mouth of the Coppermine River served by satellite, is unable to get an affordable and stable 64kbps upload link to stream their content. They offered to contribute $100,000 toward the cost of  a dedicated link between their station and the provider’s equipment, but were told there is no business case to sustain this initiative.
 
5. With the proliferation of smartphones, tablets, and other portable devices, mobile broadband is also becoming increasingly important, but access to mobile broadband is very limited in the North. CRTC data show that only 7.6 percent of the population in the North are subscribers, compared to 77.8 percent of all Canadians.

6. Price is also critical in a region where jobs are few and the cost of living is high. While bandwidth is lower, prices are higher – Northwestel’s cheapest broadband plan includes only 5 GB per month, whereas Telus’ minimum offering includes 100 GB per month and twice the speed.
 
7. Concerning the need for skilled jobs, our testimony includes managers of networks who have hired and trained Aboriginal employees. However, by Northwestel’s own admission, only 11 to 12 percent of its employees self-identify as Aboriginals, and there is not a single Aboriginal employee on its engineering/leadership teams.

8. Clearly, modernization is called for. Numerous letters to the CRTC from northern residents supported modernizing facilities and services. However, many thought that simply implementing Northwestel’s modernization plan was the best, or perhaps only, means of doing so. We disagree. 
9. We believe that competition coupled with new approaches to subsidies can result in modernized facilities and services that are both available and affordable throughout the North. 
10. In identifying issues for this hearing described as a holistic review, the CRTC asks:  “whether the existing subsidy regime for telecommunications services continues to be appropriate for Northwestel’s operating territory or whether any modifications … to the subsidy regime itself in the North are needed.”

11. I would like to bring to the Commission’s attention several innovative policies recently introduced in the United States that are designed to extend broadband to remote and Tribal regions, as well as other subsidy programs.  These policies are influencing availability and affordability of broadband in remote Native villages in Alaska which are very similar to the indigenous communities in the Canadian North.
12. Access to telecommunications services consists of three major components: availability, affordability, and sustainability.  The ITU, OECD, FCC, and others have developed various metrics to assess affordability that include household income and cost of living. In Alaska Native villages, where our Institute carried out research last summer, enthusiasm about broadband was high, but the primary concern was cost – monthly charges and overages or other charges. There are similar concerns in Canadian aboriginal communities, where family incomes are low and the cost of living is high.
13. In the U.S., the Federal Communications Commission (FCC) has established an Office of Native Affairs and Policy (ONAP) to promote deployment and adoption of communications services throughout tribal lands and native communities. It has also funded several initiatives to extend broadband facilities and services in rural and tribal regions, including:
14. Remote Areas Fund: As part of the Connect America Fund designed to ensure that voice and broadband services are available throughout the nation, the FCC created a Remote Areas Fund with a budget of at least $100 million annually “to ensure that even Americans living in the most remote areas … where the cost of providing terrestrial broadband service is extremely high, can obtain service.”
15. Mobility Fund: The Connect America Mobility Fund allocates $300 million for mobile voice and broadband in high cost areas, plus $500 million per year ongoing support. The licenses are awarded by reverse auction. The first auction, held in 2012, awarded licenses for broadband mobile coverage for much of rural Alaska.

16. Mobility Fund for Tribal Areas:  A special allocation under the Connect America Mobility Fund is to provide $50 million capital plus up to $100 million per year for tribal areas to support the build-out of current and next-generation mobile networks. 

17. Thus, these funds provide both capital and operating support, and will employ reverse auctions to award the license to the carrier requiring the lowest subsidy. It should also be noted that  indigenous operators can participate in the auctions, and the FCC encourages them to do so. 
18. Broadband Lifeline Pilot Program: The Lifeline program subsidizes voice services for low income residents, including those living on tribal lands. The FCC has allocated $25 million for a pilot program to determine whether the Lifeline program should be extended to broadband. Two tribally-owned carriers are participating.
19. Spectrum over Tribal Lands: The FCC has established a rulemaking proceeding designed to improve Tribal access to spectrum and to promote greater utilization of spectrum over tribal lands. It also seeks to foster the establishment of tribally-owned wireless carriers.
20. Indigenous Participation as Providers and Consumers: The FCC seeks to encourage tribal entities to become certified as Eligible Telecommunications Carriers (ETCs) for these programs, and is providing training for them on eligibility, opportunities for joint ventures, and the mechanics of the auction and other processes. 
21. Tribal Government Engagement Obligation: In 2012, the FCC implemented a requirement that communications providers receiving subsidies to serve tribal lands must “meaningfully engage” with the tribal governments of these lands.”
 In Alaska, carriers must now consult with tribal governments and Native organizations.
22. The FCC has also established a Native American Broadband Task Force including two representatives from Alaska to advise on broadband plans and policies for tribal and other indigenous regions.
23. Several FCC Universal Service Fund (USF) components provide additional revenue to service providers and subsidize services for users. These subsidy programs have provided significant support for services in remote areas of Alaska. They include:
· The Connect America Fund: As part of its implementation of the National Broadband Plan, the FCC has  replaced previous high cost subsidies for voice service with the Connect America Fund (CAF) that emphasizes support for broadband. 

· Schools and Libraries (E-rate): A subsidy for Internet connectivity (and some equipment) for schools and libraries;
· Rural Health Care: A subsidy for connectivity for rural health facilities;
· Low Income Subscribers: Lifeline and Linkup programs subsidize voice services and installation of telephone lines for low income residents.

24. In Alaska, the E-Rate subsidy had brought Internet access to most village schools. Schools and rural clinics have become anchor tenants, providing a business case to extend Internet services to remote villages. The rural health care subsidy is used to connect more than 250 sites including links between more than 150 village clinics and regional hospitals.
 
25. Universal service funds (USFs) have been established in at least 52 other countries. (I reviewed these programs in an article for Intermedia.) 
 Traditionally, governments provide subsidies to “carriers of last resort” to extend facilities and in some cases to subsidize prices if these areas are considered unprofitable. However, the designated carrier may have no incentive to be efficient or innovative in its choice of technology and its installation and maintenance if these costs are directly subsidized. Second, the carrier may have no incentive to maintain adequate quality of service (QOS) if it assumes these areas are unlikely to generate significant revenue. And third, the carrier may demand special treatment or concessions in a liberalized environment because of its universal service obligations. 
26. This approach has been used in Canada to subsidize Northwestel as the incumbent with obligation to serve. As noted above, the carrier may have little incentive to be efficient (despite price caps). For example, during the 2010 CRTC hearing on the obligation to serve, Northwestel stated that it would cost $425,000 to upgrade its switch in Gjoa Haven. It is proposing similar upgrades in other remote communities as part of its modernization plan. During the 2010 hearings, I was able to get two quotes for similar equipment including estimated tax, shipping and installation costs that were from 35 to 40 percent less expensive. 

27. To summarize, subsidy programs in the U.S. and some other countries offers several models that could be adopted in the Canadian North:
· Competitive bids: This approach not only creates incentives to minimize costs, but also encourages new entrants. 

· Reverse Auctions: This approach can foster competition in unserved regions, and creates incentives to minimize subsidies. 
· Special Programs for Rural and Tribal Regions: Subsidies can be designed to extend or upgrade facilities in unserved and underserved regions and regions with significant indigenous populations.

· Strategies to foster tribal/Aboriginal providers: Training programs, opportunities to become licensed carriers, and special consideration for tribal/Aboriginal organizations can help to develop indigenous providers and create skilled and sustainable local jobs. 
· Anchor Tenants: Subsidizing of institutional users such as schools, libraries, and health services creates “anchor tenants”. With guaranteed revenues, providers may have incentives to expand into previously unserved or underserved communities.

· Awards to the user: Subsidies can be awarded to institutional users such as schools, libraries, or health services, as well as to disadvantaged individuals or households. This approach can empower users as customers of the carriers, rather than supplicants.  

· Technological neutrality: Requirements for any subsidy program should specify benchmarks such as coverage, bandwidth, quality of service, target price, etc. – but not technology – which could include IP networks, fixed and mobile wireless, satellite and terrestrial backhaul, etc.
28. Thank you for this opportunity. I would be pleased to answer any questions.

Part B: Supporting Evidence
29. The material below provides background, documentation, and data in support of the points made in the summary above.

The Need for Universal Access to Broadband in the North

30. As the CRTC and many interveners have noted, reliable and affordable communications services are critical for northern social and economic development. Today, these services include broadband. Indeed, Finland, which also has many small northern communities and is a member of the Arctic Council, was the first country to declare broadband Internet access a legal right.

31. The OECD has noted: “Broadband is viewed as an enabler of productivity and economic growth, but its impact on economies will depend on broadband being used by business and consumers, which requires access to broadband at low prices and good quality.” 
 [Emphasis added.]
32. Despite the importance of telecommunications for northern development, it is clear that the services offered by Northwestel do not meet the needs of Northern residents including First Nations and other Aboriginal residents. As the CRTC’s own data show, only 29 percent of households in Nunavut had access to broadband of up to 5 mbps, and none had access to faster speeds. Access to basic broadband was higher in the Yukon and Northwest Territories, but they had much lower percentages of households with higher speeds available than any of the provinces. Further, there was no change in the number of households with broadband access in the North between 2010 and 2011, but an increase of 2 percent in Canada as a whole and more than 5 percent in some provinces. 
 
33. Businesses and organizations also lack adequate access. For example, the community radio station in Kugluktuk, a hamlet at the mouth of the Coppermine River served by satellite, is unable to get an affordable and stable 64kbps upload link to stream their content. They offered to contribute $100,000 toward the cost of  a dedicated link between their station and the provider’s equipment, but were told there is no business case to sustain this initiative.
 
34. With the proliferation of smartphones, tablets, and other portable devices, mobile broadband is becoming an increasingly important means of accessing the Internet and other services. While basic mobile broadband (HSPA+) is available to 99 percent of all Canadians, it is available to only 47.6 percent in the North, and not available at all in many isolated communities. A more stark comparison is that only 7.6 percent of the population in the North are subscribers, compared to 77.8 percent of all Canadians.

35. Pricing is also a concern. In Nunavut, for example, unemployment is more than 15 percent,
 while the cost of living in is 1.6 to 3 times the cost of living in other provinces and territories. Also, the population is very young, with 51 percent under the age of 25, so there are many young dependents to support.
  Family incomes in Dene communities in the Northwest Territories are less than 45 percent of the average family income in Yellowknife.

36. Given the high rates of unemployment and young population, there is also a need for skilled jobs in northern communities. Our testimony includes representatives of networks who have hired and trained Aboriginal employees. However, by Northwestel’s own admission, only 11 to 12 percent of its employees self-identify as Aboriginals, and there is not a single Aboriginal employee on its engineering/leadership teams.

37. Clearly, modernization is called for. Numerous letters were submitted to this hearing from northern residents supporting the modernizing of facilities and services. However, many thought that simply implementing Northwestel’s modernization plan was the best, or perhaps only, means of doing so. We disagree. 
38. We believe that competition coupled with new approaches to subsidies can result in modernized facilities and services that are both available and affordable throughout the North. 
Key Issues

39. In my testimony, I will address a key issue raised by the CRTC for this hearing in what it describes as a holistic review, namely “whether the existing subsidy regime for telecommunications services continues to be appropriate for Northwestel’s operating territory or whether any modifications … to the subsidy regime itself in the North are needed.”

40. I would like to bring to the Commission’s attention several innovative policies recently introduced in the United States that are designed to extend broadband to remote and Tribal regions, as well as other subsidy programs. I will provide examples of how these and other policies are influencing availability and affordability of broadband in remote villages in Alaska which are very similar to the indigenous communities in the Canadian North. I will also provide some examples of other approaches to subsidizing communications services in rural and remote regions.
41. In addition, I will address characteristics of access to communication services including availability, affordability, and sustainability which are relevant to both the subsidy issue and the broader issue raised by the Commission of whether Northwestel’s “Modernization Plan appropriately addresses … the needs of northern residents.”

Access to Telecommunications Services

42. Access to telecommunications services consists of three major components: availability, affordability, and sustainability. The Northwestel Modernization Plan primarily addresses availability of services. However, affordability is also a key issue in northern communities where incomes are limited and the cost of living is very high. Finally, sustainability of services is also important in regions with small and isolated populations that are costly to serve.

43. Several metrics could be used to measure affordability. In terms of pricing, it is important to include installation and activation fees, monthly charges, and usage charges, including data caps for broadband.  Several entities use a basket of services and estimates of per capita income. The International Telecommunication Union (ITU), for example, has created an ICT Price Basket, which measures the affordability of fixed and mobile telephony and fixed broadband Internet services.
  The ITU has developed methodologies to estimate affordability by comparing broadband prices in roughly 200 economies relative to incomes as a way to measure affordability. It also notes that expenditure (budget) surveys designed to measure household expenditure are also used by a number of countries to identify household access to ICT equipment and services.
 
44. The OECD has also developed methodologies for comparing prices of Internet and broadband services.
 A recent OECD study including data from 18 European countries, Canada and Korea showed that, controlling for other variables, low income is the single most important factor for non-access to a computer and the Internet. In Canada, 97.2 percent of households in the highest income quartile had Internet access, compared to only 53.7 percent of households in the lowest income quartile.

45. In the U.S., the Federal Communications Commission (FCC) and the National Telecommunications and Information Administration have noted the importance of affordability in closing the digital divide. In a just-released report, the U.S. Department of Commerce noted that 28 percent of all households listed affordability as a reason for not using the Internet at home, but that 62 percent of low-income households stated that affordability of Internet service was the primary deterrent to their home Internet use.
  
	
	
	
	 


46. Most of rural Alaska lacks broadband, and Alaska has the lowest rural broadband adoption rate of any state.
 Last summer, a study I directed at the Institution of Social and Economic Research (ISER) interviewed 340 residents of 65 remote indigenous communities in Southwest Alaska where broadband service was soon to be installed. While there was general enthusiasm about broadband,  the primary concern among the 45 percent of households who were not sure if they would sign up for broadband when it became available was cost -- monthly subscription and data overages or other charges.
 Like their counterparts in the Canadian North, many Alaska Natives have only seasonal incomes or are not employed, and their cost of living is high.  We could therefore expect that concerns about pricing among Aboriginal residents of the Canadian North would be similar to those of remote Alaskan residents.

U.S. Subsidy Programs: Rural and Tribal Regions
47. As part of its strategies to implement the National Broadband Plan, the Federal Communications Commission (FCC) has established an Office of Native Affairs and Policy (ONAP) to promote deployment and adoption of communications services throughout tribal lands and native communities. It has also funded several initiatives to extend broadband facilities and services in rural and tribal regions.
48. Remote Areas Fund: The FCC established the Connect America Fund to ensure that voice and broadband service is available throughout the nation. Within Connect America, the Commission created a Remote Areas Fund with a budget of at least $100 million annually “to ensure that even Americans living in the most remote areas of the where the cost of providing terrestrial broadband service is extremely high, can obtain service.”   The fund is proposed to operate as a consumer subsidy that would  provide each consumer with a fixed amount that could be used either to cover upfront charges and other fees for service or to receive a monthly discount off the price of service from an eligible carrier of the consumer’s choosing in areas eligible for Remote Areas funding.
 Most Alaska communities would meet the “remote areas” criteria. It should be noted that the subsidy is to the consumer but administered through the carrier, and that competitive carriers could be eligible to provide the services. 
49. Mobility Fund: The FCC recognizes that mobile broadband is increasingly important as a means of accessing the Internet and other services, and should be available throughout the country. It has therefore established a universal service support mechanism dedicated expressly to mobile services. The Connect America Mobility Fund allocates $300 million for mobile voice and broadband in high cost areas, plus $500 million/year ongoing support. The licenses are awarded by reverse auction. The first auction, held in 2012, awarded licenses for broadband mobile coverage for much of rural Alaska.

50. Mobility Fund for Tribal Areas:  A special allocation under the Connect America Mobility Fund is to provide $50 million capital plus up to $100 million/year for tribal areas to support the build-out of current and next-generation mobile networks in areas where these networks are currently unavailable. In 2013, the FCC plans to hold a reverse auction for Phase I of the Tribal Mobility Fund, which would distribute $50 million in one-time support for mobile service providers serving tribal lands lacking 3G or 4G service. Phase II of the Mobility Fund will offer $500 million annually for ongoing support of mobile services, with up to $100 million of this amount designated annually and exclusively for support to Tribal lands.
 
51. Thus, these funds provide both capital and operating support, and will employ reverse auctions to award the license to the carrier requiring the lowest subsidy. It should also be noted that  indigenous operators can participate in the auctions. The FCC encourages them to do so, as a means to support economic and community development in Tribal communities.
52. Broadband Lifeline Pilot Program: The Lifeline program subsidizes the price of voice services for low income residents, including those living on tribal lands. The FCC has allocated $25 million for a pilot program to determine whether the Lifeline program should be extended to broadband, in order to gather data on broadband adoption and deployment among low-income consumers. It directed that directed that at least one pilot application providing service on Tribal lands be accepted; ultimately, applications from two tribally owned eligible carriers were accepted into the pilot program.

53. Spectrum over Tribal Lands: Recognizing that access to wireless voice and data services is increasingly important for economic development, education, health care and other services, the FCC has established a rulemaking proceeding designed to improve Tribal access to spectrum and to promote greater utilization of spectrum over tribal lands. The Commission continues to seek comments on processes to provide tribes with new opportunities to gain access to spectrum, including the establishment of a tribal priority  for spectrum use, a formal negotiation process for secondary markets agreements, a build-or-divest process, and other proposals including use of white spaces (unlicensed spectrum) on tribal lands. It also seeks to foster the establishment of tribally-owned wireless carriers.
Other Tribal Initiatives:

54. Indigenous Participation as Providers and Consumers: The FCC seeks to encourage tribal entities to become certified as Eligible Telecommunications Carriers (ETCs), and is providing training for them on eligibility, opportunities for joint ventures, and the mechanics of the auction and other processes. There are ten tribally owned ETCs today and, as a result of recent policies adopted as part of universal service reform, there are new opportunities available for tribes that may want to consider self-provisioning telecommunications and broadband services to their lands.

55. Tribal Government Engagement Obligation: In 2012, the FCC implemented a requirement that communications providers receiving subsidies to serve tribal lands must “meaningfully engage” with the tribal governments of these lands. While the engagement mechanisms are flexible, the discussions must include: “(1) a needs assessment and deployment planning with a focus on Tribal community anchor institutions; (2) feasibility and sustainability planning; (3) marketing services in a culturally sensitive manner; (4) rights of way processes, land use permitting, facilities siting, environmental and cultural preservation review processes; and (5) compliance with Tribal business and licensing requirements.”

56. The FCC has also established a Native American Broadband Task Force which includes two representatives from Alaska to advise on broadband plans and policies for tribal and other indigenous regions.
U.S. Subsidy Programs: Universal Service Funds 
57. U.S. universal service programs were originally designed to subsidize voice telephony access for low income residents, and to extend reasonably priced telephone services to rural and other underserved areas. The Telecommunications Act of 1996 expanded the definition of universal service to include schools, libraries, and rural health care facilities, and access to “advanced services.”
 Several Universal Service Fund (USF) components provide additional revenue to service providers and subsidize services for users. These subsidy programs have provided significant support for services in remote areas of Alaska:

· The Connect America Fund: As part of its implementation of the National Broadband Plan, the FCC has  replaced previous high cost subsidies for voice service with the Connect America Fund (CAF) that emphasizes support for broadband. The goals include ensuring universal availability of voice and broadband services over fixed and mobile networks  and ensuring that rates for voice and broadband services are  “reasonably comparable in all regions of the nation”.
 Specific components of the CAF for rural and tribal regions are discussed above.

· Schools and Libraries (E-rate): A subsidy for Internet connectivity (and some equipment) for schools and libraries;
· Rural Health Care: A subsidy for connectivity for rural health facilities;
· Low Income Subscribers: Lifeline and Linkup programs subsidize voice services and installation of telephone lines for low income residents.

58. The E-rate (short for “education rate”) created by the Telecommunications Act of 1996 provides discounts on a wide variety of telecommunications, Internet access and internal connections for schools and libraries. The applicable discount rate is based on a school’s economic need and whether it is located in an urban or rural area. Up to $2.25 billion worth of discounts can be made available each year.
 
59. Approved schools and libraries post their requirements online, where they are open for competitive bids. If no competitors respond during the designated time period, the school or library may contract with the local incumbent operator. In Alaska, which has many remote villages similar to indigenous communities in the Canadian North, the E-Rate subsidy had brought Internet access to most village schools. One of the competitive providers concluded that the school subsidy was critical to its business case to bring Internet service to the villages (primarily by satellite), and subsequently installed broadband wireless to cover the villages, with price for individual access not to exceed the price in Anchorage, the largest city.
 
60. Connectivity for rural health services is also supported from universal service funds in the U.S. In Alaska, the AFHCAN (Alaska Federal Health Care Access Network) program relies on this subsidy to connect more than 250 sites including links between more than 150 village clinics and regional hospitals.
 Research by the Alaska Native Tribal Health Consortium (ANTHC)  has documented travel savings from using the telemedicine network of over $2.85 million dollars for Medicaid from 2003 to 2009, so that for every $1 spent by Medicaid on reimbursement, $10.54 was saved on travel costs.

61. Alaska has been a major beneficiary of the federal USF programs, both in absolute funding and in funding per capita. Typically, Alaska’s schools and libraries qualify for subsidies ranging from 70 to 90 percent of the charges for connectivity. From 1998 through 2011, Alaska received more than $211 million from the E-Rate program, among the top states in per capita support in the country. The subsidies for rural health care pay the difference between the costs of connectivity in rural areas and the major city is a state; for Alaska, this is Anchorage. In 2011, Alaska received more than $44.7 million, more than 53 percent of the total amount allocated by the fund. 
  

Subsidy Programs in Other Countries

62. Universal Service Funds (USFs) to subsidize installation of telecommunications infrastructure, have been established in at least 52 countries.  A review of universal service programs in other countries can be found in an article I wrote for Intermedia, a publication of the International Institute of Communications.
 In general, the rationale for these funds is based on the assumption that capital costs are too great and/or demand is too limited among low income or isolated residents to attract investment from the telecommunications sector. The source of funds is generally incumbent providers through a tax on their revenues or profits, or a requirement that a small percentage of their revenue be transferred to the fund. 
63. Many universal service funds are used only for capital investment (or capex), with the implicit assumption that one installed, revenues will cover operating costs. However, in high cost areas with low population densities and/or difficult terrain and in some low income areas, revenues may not be sufficient to cover ongoing costs.  Among the approaches to provide ongoing support (or opex) are:
Universal Service Obligations: 

64. Traditionally, governments through their own budgets or USF resources have identified unserved regions and provided subsidies to incumbents or “carriers of last resort” to extend facilities and in some cases to subsidize prices if these areas are considered unprofitable. Although this approach can accomplish universal service goals, it has several potential flaws. The incumbent or designated carrier may have no incentive to be efficient or innovative in its choice of technology and its installation and maintenance if these costs are directly subsidized. Second, the carrier may have no incentive to maintain adequate quality of service (QOS) if it assumes these areas are unlikely to generate significant revenue. And third, the carrier may demand special treatment or concessions in a liberalized environment because of its universal service obligations. 
65. This approach has been used in Canada to subsidize Northwestel as the incumbent with obligation to serve. As noted above, the carrier may have little incentive to be efficient (despite price caps). For example, during the 2010 CRTC hearing on the obligation to serve and other matters, Northwestel stated that it would cost $425,000 to upgrade its switch in Gjoa Haven. It is proposing similar upgrades in other remote communities as part of its modernization plan. During the hearings, I was able to get two quotes for similar equipment including estimated tax, shipping and installation costs that were from 35 to 40 percent less expensive. 

Reverse Auctions:
66. An alternative used in several countries to create incentives for efficient investment in rural areas is the reverse auction. Opportunities to install and operate facilities in designated unserved or unserved areas are put out to competitive bid. The carrier that requests the lowest subsidy wins the right to serve the territory. As noted above, this approach is being used in the U.S. for the Mobility Fund auctions for broadband mobile licences for rural and tribal regions.  
Subsidizing Users: Institutional Access:

67. Some countries include support for institutions that would make Internet services available to the public, such as post offices and libraries, and schools that make facilities available to the public as well as to students. As noted above, this is the approach used for schools and libraries (the E-rate) in the U.S. 
User Subsidies: Individuals:

68. The U.S. subsidizes low-income voice subscribers for installation (Linkup) and basic monthly charges (Lifeline). Lifeline is now available for both fixed and mobile voice services, and the FCC is considering extending it to broadband. Another means of subsidizing users would be to provide vouchers to households in regions where costs of providing services are high because of isolation or low population density. Vouchers should be usable for discounts from any broadband provider. This approach could encourage competition to offer broadband services in marginal areas. 

Implications for the Canadian North

69. Subsidy programs in the U.S. and some in other countries offer several models that could be adopted in the Canadian North: 

· Competitive bids: This approach not only creates incentives to minimize costs, but also encourages new entrants in addition to incumbents and large vendors to provide equipment and services for schools. 

· Reverse Auctions: This approach can create foster competition in unserved regions, and creates incentives to minimize subsidies. 
· Special Programs for Rural and Tribal Regions: Subsidies designed to extend or upgrade facilities in unserved and underserved regions and regions with significant indigenous populations may be warranted.

· Strategies to foster tribal/Aboriginal providers: Training programs, opportunities to become licensed carriers, and special consideration for tribal/Aboriginal organizations can help to develop indigenous providers and create skilled and sustainable local jobs. 
· Anchor Tenants: Subsidizing of institutional users such as schools and libraries creates “anchor tenants”,  customers with sufficient funds to become long term subscribers. With guaranteed revenues, providers may have incentives to expand into previously unserved or underserved communities.

· Awards to the user: Subsidies can be awarded to institutional users such as schools, libraries, or health services, as well as to disadvantaged individuals or households. This approach can empower institutions as customers of the carriers, rather than supplicants.  Vouchers that could be used with any provider could foster competition.
· Technological neutrality: Requirements for any subsidy program should specify benchmarks such as coverage, bandwidth, quality of service, target price, etc. – but not technology. For example, voice service can be provided by wireless as well as wireline technologies and over IP networks; Internet access can be delivered by various forms of licensed and unlicensed wireless, as well as over DSL, fiber, cable, and satellite.  
70. These and other strategies to implement competitive subsidies and incentives for affordability, efficiency, and innovation can help to achieve the goal of universal access to broadband across the North.
** END OF DOCUMENT **
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