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1. This undertaking is in response to a request from Commissioner Simpson to provide 
additional information on affordability. 
 
Affordability as an Element of Telecommunications Policy 
 
2. As noted in our testimony, affordability is a key issue in northern communities where 
incomes are limited and the cost of living is very high.  We pointed out that the OECD 
states that the impact of broadband on economies “will depend on broadband being 
used by business and consumers, which requires access to broadband at low prices 
and good quality.” [italics added]1 
 
3. The U.S. Telecommunications Act of 1996 states that quality of service and price in 
rural areas should be “reasonably comparable” to those in urban areas. These 
conditions are not only for individual subscribers but for services such as education and 
health care. For example, in section 254 of the Act, Congress sought to provide to rural 
health care providers “an affordable rate for the services necessary for telemedicine and 
the instruction relating to such services.” Specifically, Congress directed 
telecommunications carriers “to provide telecommunications services which are 
necessary to health care provision in a State, including instruction relating to such 
services, to any public or nonprofit health care provider that serves persons who reside 
in rural areas of that State, at rates that are reasonably comparable to rates charged for 
similar services in urban areas of that State.”[italics added]2 

4. In March 2010, the FCC announced a National Broadband Plan. The plan’s goals 
included inter alia:  

 Every American should have affordable access to robust broadband service, and 
the means and skills to subscribe if they so choose.  
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 At least 100 million U.S. homes should have affordable access to actual 
download speeds of at least 100 megabits per second and actual upload speeds 
of at least 50 megabits per second. 

 Every community should have affordable access to at least 1 Gbps. broadband 
service to anchor institutions such as schools, hospitals and government 
buildings. [Italics added] 3  

5. It is important to note that these policies include both individual and institutional 
access, the latter being for public services such as education (schools and libraries), 
health care, and government services, which are also recognized as community anchor 
institutions. However, there is no specified definition of affordability, although the 
“reasonably comparable” standard has been cited as not achieved where pricing is 
substantially higher than the national average, or quality of service is demonstrably 
poorer in terms of bandwidth and/or reliability.4 
 
6. The FCC also 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. 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 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.5 

. 

The Impact of Affordability on Adoption 
 
7. Those testifying for the First Mile Connectivity Consortium as well as several other 
interveners stated that high prices of Internet access and broadband in Northwestel 
territory were a concern, and resulted in either limiting access or causing undue 
hardship in paying for high charges including data overages, or both.6  
 
8. While research is not available on the impact of telecommunications pricing in 
Northwestel territory, we cited findings from a study I directed in 2012 of a sample of 
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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 those who were not sure if they would subscribe was cost -- 
monthly subscription and data overages or other charges.7 As limited employment and 
high living costs are similar in both regions, we could expect that concerns about pricing 
among Aboriginal residents of the Canadian North would be similar to those of remote 
Alaskan residents.8 
 
9. 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.9 Statistics Canada’s Internet Use 
Survey has discovered significant positive correlation between low income scores and 
low Internet use. 10   
 
10. In the U.S., the FCC and the National Telecommunications and Information 
Administration (NTIA) 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 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.11   
 
Affordability: Income and Cost of Living 
 
11. While price is one element of affordability, disposable income is the other. In the 
North, Aboriginal incomes are low and often seasonal, and the cost of living is 
significantly higher than the national average. 
 
12. Each northern territory provides demographic data about its inhabitants; we cited 
some of their data about income levels and Aboriginal populations in our testimony. In 
addition, Aboriginal Affairs and Northern Development Canada (AANDC) has developed 
a Community Well Being Index rating Northern communities on a scale from 0 to 100 on 
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income, education, housing conditions, and labour force productivity. Table 1 shows 
scores for Aboriginal communities compared with scores for scores for Whitehorse and 
Yellowknife, and for three major southern cities: Montreal, Toronto and Vancouver. 
Clearly, income is substantially lower in Northern Aboriginal communities.  
 
13. Education levels are also generally much lower. As noted in our testimony, other 
factors such as education and content in local languages may also influence adoption. 

 

Table 1:12 

Location Type/ 
Location 

CWB 
Score 

Income 
Score 

Education 
Score 

Housing 
Score 

Labour 
Score 

Inuit 60 66 29 59 75 

First 
Nation/Métis 
Settlement 

64 66 28 63 72 

First Nation 
reserve 

51 46 17 54 
63 

 

Whitehorse                                          85 92 64 93 90 

Yellowknife                                         88 100 67 93 92 

Montreal 80 83 62 92 84 

Toronto 84 92 66 91 86 

Vancouver 
85 91 69 93 86 
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 Source: AANDC data reported in Fiser, Adam. “Telecommunications and Broadband Connectivity: 
Mapping the Long-term Options for Canada's North.” Ottawa: The Conference Board of Canada, 
Unpublished, 2013. 
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Metrics for Affordability 
 
14. Developing a standard for affordability involves consideration of both pricing and 
income. 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.  
 
15. The OECD has developed methodologies for comparing prices of services including 
broadband. Its general basket rules for fixed broadband include: 
 

 “The baskets shall include fixed broadband services provided over ADSL, cable 
and fibre networks. 

 The basket shall include the following charge elements: Connection (one off) 
charge, Monthly rental charge, Usage allowance (time or volume), Overage 
charges. 

 Each basket will describe the minimum bitrates covered within the basket and 
the level of usage. Basket results will contain fixed and usage cost for each 
package…. 

 The broadband basket will include two profiles – one for lower and another for 
higher use.13 14 

 Broadband price baskets for Northwestel territory could be constructed using similar 
criteria. 
 
16. The International Telecommunication Union (ITU) has taken a somewhat different 
approach, creating an ICT Price Basket, which measures the affordability of a package 
of fixed and mobile telephony and fixed broadband Internet services.15  The ITU has 
developed methodologies to estimate affordability by comparing broadband prices in 
roughly 200 economies relative to incomes. It also notes that expenditure (budget) 
surveys designed to measure household expenditure are also used by a number of 
countries to estimates the percentage of household expenses allocated to access to 
ICT equipment and services.16  
 

                                                      
13

 OECD. Working Party on Communication Infrastructures and Services Policy. Revision of the 
Methodology for Constructing Telecommunication Price Baskets. Report DSTI/ICCP/CISP(2009)14/FIN, 
March 18, 2010. See also Working Party on Communication Infrastructures and Services Policy 
Broadband Bundling: Trends and Policy Implications,  May 21, 2010. 
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 Examples of these price baskets can be found at 
http://www.oecd.org/sti/broadband/oecdbroadbandportal.htm . 
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 International Telecommunication Union. Measuring the Information Society. Geneva: ITU, 2010. 
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 International Telecommunication Union. Manual for Measuring ICT Access and Use by 

Households and Individuals, 2009 Edition. Geneva: International Telecommunication Union, 2009.  
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17. The data cited above on incomes and cost of living in the Canadian North could be 
used to develop a similar measure of affordability. Concerning pricing, the Conference 
Board of Canada has recently compiled data on broadband prices in the North, and on 
a basket of communications services including landline telephone, mobile phone, and 
Internet. While speeds for the lowest-cost package in the Yukon and NWT were 
comparable to those available in the provinces, the prices were 16 percent to 18 
percent higher. The striking difference is in Nunavut, which relies exclusively on satellite 
connectivity, where speeds were much lower and the price was 45 percent higher. See 
Table 2. 
 
 
Table 2: Lowest Cost High Speed Internet Packages (≥ 1500/384 kbps)17 

          

Location Data transfer rate Monthly Price 

   

Pan-Provincial Average 2800/590 Kbps  $55 (average) 

   

Yukon Average 2600/384 Kbps $65 (average) 

Northwest Territories 
Average 

2900/560 Kbps $64 (average) 

Nunavut Average 1500/384 Kbps $80 (average) 

 

 

18. The Conference Board of Canada has also constructed two baskets of services 
based on whether a 2G voice or 3G voice and 1 GB data (or equivalent) plan is chosen. 
The Yukon and NWT packages are 9 percent more expensive for the basket including 
2G mobile service, but only about 3 percent more expensive for the basket including 3G 
mobile service. In contrast, in Nunavut, a subscriber would pay 24 percent more for the 
basket including 2G wireless, and 12 percent more for the basket including 3G wireless, 
assuming high speed Internet is actually available. See Table 3. 

 

 

 

 

 

 

                                                      
17 Source: Fiser, Adam. “Telecommunications and Broadband Connectivity: Mapping the Long-term 

Options for Canada's North.” Ottawa: The Conference Board of Canada, Unpublished, 2013. 
 



7 

 

 

Table 3: Combined Costs for Personal Telecommunications and High Speed 

Internet (2G voice versus 3G voice/data)18 

Location 

Residential Single Line 
Rate with a Limited 

North American plan, 2G 
Voice, and High Speed 

Internet 

Residential Single Line 
Rate with Basic Long 

Distance, 3G Voice/Data, 
and High Speed Internet 

   

Pan-Provincial Average $137 per month $178 per month 

   

Yukon Average $149 per month $184 per month 

Northwest Territories 
Average 

$150 per month $184 per month 

Nunavut Average $170 per month $199 per month 

 

 

What can the CRTC do? 
 
19. There are several steps that the CRTC can take to address the problems of 
affordability in Northwestel’s service area: 
 
20. Develop Pricing Benchmarks: Using methodologies similar to those described 
above, the CRTC can designate one or more baskets of services to be used for 
comparing prices between Northwestel’s service area and other regions. The OECD’s 
guidelines for baskets cited above should be followed. 
 

21. Facilitate Competition: Our testimony showed that there is considerably more 
revenue available in northern communities than might be assumed. For example, KO- 
KNET and its communities derive revenue from providing data and conferencing 
services, and have customers that include Health Canada and other governmental 
agencies.  KO-KNET, KFN and some commercial providers also testified that they could 
provide services at lower costs than those cited by Northwestel. Therefore, the price 
needed to generate sufficient revenue to cover costs plus a reasonable mark-up may be 
lower than currently offered by Northwestel. 
 
22. As stated in our testimony, we recommend including opening up the National 
Contribution Fund (NCF) to qualified providers besides Northwestel, which could both 
stimulate investment and result in lower prices for users. 
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23. Require Dry Loops: As noted by several interveners, a consumer must pay for a 
residential voice line in order to get DSL for Internet access. The CRTC should require 
Northwestel to provide dry loops (line access without subscription) so that competitive 
providers can offer broadband access. The result should be lower prices and/or more 
offerings and higher quality of service.   
 
24. Subsidies:  Where the gap between cost and revenue appears excessive, a 
subsidy to bring the price of broadband down to a “reasonably comparable” price to that 
in the South may be warranted. However, simply using Northwestel’s estimates of costs 
to determine a subsidy could result in no incentive to operate more efficiently or to seek 
additional sources of revenue. A superior approach would be to have providers compete 
for the subsidy, with the least-cost bid winning the right to the subsidy. 
 
 25. Another approach would to be to fund “broadband vouchers” which subscribers 
could use to pay for basic service from any provider.  

 

Final Comment: 
 
26. In its reply comments on June 20, Northwestel referred to my testimony and then 
stated that Alaska’s rural prices were similar to those in its service area. 19 However, 
that was not the point I made. In fact, I pointed out that rural Alaskans were concerned 
about broadband pricing including data overages, and that this was the major reason 
given by respondents who said they were not sure if they would subscribe in the study 
of 65 villages in Southwest Alaska I directed at the Institute of Social and Economic 
Research .20  
 
 
 

** END OF DOCUMENT ** 
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 Transcript of Proceeding, Volume 3, 20 June 2013, paras 4829-4831.  
 

20
 Transcript of Proceeding, Volume 2, 19 June 2013, para 2646, and Testimony submitted on behalf of 

the First Mile Community Consortium by Professor Heather E. Hudson, paras 12 and 46. 
 


