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1. Executive Summary 

In response to the first phase of the Senate Subcommittee on Communications’ study of the policy issues for the 21st century in communications technology, its consequence, competition and the outcome for consumers, the Canadian Wireless Telecommunications Association (“CWTA”) is pleased to provide the following comments. 

The CWTA is the authority on wireless issues, developments and trends in Canada. It represents cellular, PCS, paging, fixed broadband wireless, mobile radio and mobile satellite carriers as well as companies that develop and produce products and services for the industry.  Our members offer an array of productivity enabling services to Canadians.  

Wireless communications is an integral component of the new economy – delivering real time information anywhere, anytime. More and more Canadians are choosing wireless phones as a replacement to traditional telephone service. One in five or over 7 million Canadians use mobile phones in their everyday lives.  Internet access, basic telecommunication services, and other to be created applications will be accessible through wireless devices.  This wireless revolution will transform how we will work and how we will play in the years to come. 

The industry is already providing initial opportunities for Canadians to undertake m-commerce (mobile e-commerce), by providing secure access to the Internet and it will continue to expand these opportunities with the introduction of third-generation (3G) networks and services in the coming months. However, to build these networks and introduce wireless applications, which will accelerate the Government’s connectedness agenda, the licensees will require additional spectrum. In addition, international spectrum agreements will be required to allow wireless services to be available on a global basis.

Along with spectrum requirements, a positive fiscal environment is imperative to allow for more investment in Canadian wireless infrastructure.

In this regard, we note a number of references in the Senate’s study outline to the term universality.  The CWTA strongly believes that there is a significant distinction that can be drawn between the historical notion of universality and the more current policy objectives of connectedness and e-commerce.  Universality is a concept that dates back to the days when telephone companies were rate of return regulated monopolies.  As such, a discussion of universality forces us to look backwards in time to consider such things as telephone company costs, construction programs, obligations to serve and cross-subsidization.  On the other hand, the concepts of connectedness and e-commerce allow us to look forward at the communications horizon.  

As a relative newcomer on the communications scene, the mobile phone industry has a significant role to play in advancing the government’s connectedness and e-commerce objectives. In fact, we are very proud of what the mobile phone industry has achieved thus far with service available to over 94 per cent of Canadians, some of the lowest prices in the world and the recent introduction of Internet-based solutions. Newer still are the recently licenced fixed broadband wireless service providers that will soon be connecting Canadians using high-speed broadband wireless technologies.

However, the deployment of wireless solutions is not occurring as fast as we would like. The CWTA believes that there are policy and regulatory encumbrances on the wireless telecommunications industry which hinder the ability to develop and deploy innovative wireless services to connect Canadians.

Wireless carriers are subject to the regulatory oversight of both the Canadian Radio-television and Telecommunications Commission (CRTC) and Industry Canada. While most wireless services are conditionally forborne from regulation by the CRTC under the Telecommunications Act, the Commission continues to have significant influence over the day-to-day operations of wireless carriers. Similarly, since all wireless carriers require access to radio spectrum, Industry Canada also has significant influence over the operations of wireless carriers. Under the Radiocommunication Act, Industry Canada regulates and controls the allocation of spectrum through, in part, the issuance of licenses for the use of spectrum. 

This dual regulation of the wireless industry can be contrasted against the regulation of the wireline industry that is regulated exclusively by the CRTC and only peripherally impacted by some of Industry Canada’s broad telecom policy initiatives, as interpreted by the CRTC.
Moreover, both of these regulatory agencies also administer programs that have a very real impact on the bottom lines of wireless carriers. The licensing regime of Industry Canada determines the fees paid by wireless carriers for the use of the radio spectrum. The CRTC contribution regime is another example. Contribution is the name of the levy or tax imposed by the CRTC on long-distance traffic to subsidize local telephone service. The CRTC already requires mobile phone operators to pay contribution and it is examining whether more operators should be required to pay and how much contribution wireless carriers should be required to pay going forward.

The wireless industry views contribution as a tax on its ability to extend the delivery of new and innovative services to more Canadians. The industry believes that subsidies, like contribution, should be derived from the Government’s Consolidated Revenue Fund, a fund to which the industry contributed last year approximately $150 million in the form of licence fees alone. 
The CWTA believes the best policy approach towards achieving the connectedness and e-commerce objectives is to minimize the disincentives that exist in the form of fees, taxes and other government obligations like the CRTC contribution regime.

2. Introduction

In response to the first phase of the Senate Subcommittee on Communications’ study of the policy issues for the 21st century in communications technology, its consequence, competition and the outcome for consumers, the Canadian Wireless Telecommunications Association (“CWTA”) is pleased to provide the following comments. 

The CWTA is the authority on wireless issues, developments and trends in Canada. It represents cellular, PCS, paging, fixed broadband wireless, mobile radio and mobile satellite carriers as well as companies that develop and produce products and services for the industry. Our members offer an array of productivity enabling services to Canadians. Wireless communications is an integral component of the new economy – delivering real time information anywhere, anytime.

For convenience, our comments below have been organized according to the five areas of study of this first phase of the subcommittee’s examination of the communications industry.
3. The Five Areas of Study

a. Current State of the Communications Landscape

The Canadian wireless telecommunications industry is very diversified and competitive. Our members include those corporations involved in cellular/PCS, mobile radio, paging, mobile satellite, and fixed wireless. It is a $4 billion dollar industry made up of approximately 10 million wireless devices used by Canadians on a daily basis, including 7.1 million wireless phones, more than 1.8 million pagers, and 1 million mobile radios and 10,000 mobile satellite phones.

The industry is experiencing rapid consumer growth. The International Data Corporation (Canada) forecasts 16.6 million mobile phone customers by 2003. This provides our industry with opportunities and challenges, which also affects governmental objectives. The opportunities are obviously linked to the market potential for our products and applications, which will increase investments, jobs, and the quality of life for Canadians. The wireless carriers directly and indirectly employ more than 25, 000 Canadians, mostly in highly skilled jobs.

Competition in the wireless telecommunication industry is intense, and as convergence of differing telecommunication technologies proceeds, competition will only intensify. Pricing of wireless services in Canada is the most competitive in the world, and innovative new packages are being launched regularly. A recent study by the Yankee Group showed that worldwide wireless prices have decreased by an average of 38 per cent since 1996, while prices in Canada have decreased by 80 per cent. 
This has led to a Canada price advantage for cellular/PCS telecommunications vis-à-vis the United States (US). Comparing a large Canadian city such as Toronto, with US cities such as Chicago, Los Angeles, Miami, Boston and New York, Canadian rates per minute on average are around 15 cents, while those in the US cities are over 26 cents per minute. 

b. Public and Private Programs to Ensure Access

i) An updated review of the lay of the land in technology and its players and its alliances

The Canadian wireless telecommunications industry is composed of cellular, PCS, paging, fixed broadband wireless, mobile radio and mobile satellite carriers as well as companies that develop and produce products and services for the industry.

The five major cellular/PCS telecommunications carriers are, Bell Mobility, Clearnet, Microcell, Rogers Wireless, and TELUS Mobility. The manufactures include Motorola, Nortel, Lucent, Ericsson, and Nokia. The paging companies include Bell Mobility, Rogers Wireless, and Pagenet and numerous small and medium sized companies all across Canada. 

The mobile satellite industry includes, Globalstar, and TMI. The mobile radio operators include, Clearnet, TELUS Mobility, and ELYPS.  The fixed wireless industry includes Inukshuk, Wispra, Stream, Norigen and AT&T Canada. 

Wireless communications continues to be one of Canada's great success stories. Growth continues in all sectors of the industry with over 8 million Canadians now using wireless products and services. During 1998, wireless telephony grew by nearly 30% adding over 1 million customers including a large number through prepaid plans introduced during the year. Similarly, paging saw impressive double-digit growth over the year making inroads in the young consumer market. Mobile radio continues a major transformation to advanced trunking and digital technologies

The technological development in the wireless industry is rapidly advancing. We are witnessing the convergence of capabilities between the Internet and wireless industries, which will offer new services to consumers at competitive prices, which will accelerate Canada’s connectedness to the Internet. 

The mobile phone industry has gone through a rapid technological evolution, which can be characterized in terms of technological generations. In the first generation, mobile phones used analog technology, large units, and adequate quality of basic telecommunications services, which was called cellular. In the second generation, PCS digital capability was introduced, which has reduced the size of units, increased the quality of basic telecommunications and increased the capabilities of mobile phones, including Internet access. The third generation (3G) promises to allow higher quality of services, quicker access to the Internet, and to facilitate wireless data transfer including video capability for mobile phone units. 

ii) The government’s progress to encourage expansion and innovation

The Government has introduced a number of positive programs and policies, which encourage expansion and innovation in our industry. Specific programs such as Technology Partnerships Canada (TPC) provide the necessary private and public sector partnerships necessary to further develop Canada’s innovation system, and encourage our industry in developing new products, applications and markets. Hence creating jobs and growth for all Canadians. For instance, just recently TPC invested $33.9 million in Research In Motion (RIM) that will lead to the next generation in Canadian wireless communications technology. The investment will enable RIM Limited with offices in Waterloo and Kanata, Ontario to develop innovative technologies to be incorporated into future communications devices that will operate on next-generation wireless networks.

The Government’s focus on supporting the academic innovation system of the country should also be commended. In the In Budget 2000 the Government of Canada committed $900 million to support the establishment of 2,000 new research chairs in Canadian universities by March 31, 2005. This type of effort develops the necessary skilled work force, and intellectual capital that will assist industries such as ours to access Canadian talent for highly skilled jobs in Canada. 

The CWTA also supports the Government’s approach in investing in the research and development activities. The work of the Granting Councils, such as National Research and Engineering Council, National Research Council, as well as the investments made by the Canadian Foundation for Innovation will go a long way in strengthening Canada’s innovation systems. We would encourage the Government to work with the wireless industry as it develops the next stages of its innovation agenda. The wireless industry is a powerful tool for accelerating innovation and growth in Canada. 

The wireless industry is also investing to support the technological and innovation system of Canada. Complementing the initiatitives under taken by the Government, in developing technological innovations, our industry has developed research and innovation programs which will assist in strengthening Canada as a Knowledge Based Economy. For instance, Bell Wireless Alliance/TELUS Mobility and CANARIE Inc. announced they would be accepting applications for funding under Phase II of their Wireless Telecommunications R&D Investment Program. This, the second phase of the investment initiative announced in September of 1998, will provide up to $3.5 million in investment funding to small and medium sized companies through a competitive process. Typical investments will range from $100,000-$500,000 and will require matching funds from applicant companies.

Contracts are expected to be signed in June of 2000. Launched one year ago with private sector funding provided by Bell Wireless Alliance and TELUS Mobility and managed by CANARIE Inc., this program targets emerging companies with innovative research and development projects that have the potential to provide leading edge products and services to the wireless marketplace.
Another aspect of the Government’s role in influencing innovation and growth in the wireless industry has been its spectrum allocation policy. The Government’s approach in allocating spectrum has created an environment of expansion and innovation. An example of this is the cellular and PCS market place. The policy decisions of the past have assisted in the creation of a vibrant and competitive cellular and PCS services market in Canada. 

This has benefited Canadians with a number of innovative wireless services, which have made wireless access to the Internet possible, at prices, which are among the lowest in the world. In 1999, over $1 billion was invested in wireless infrastructure in Canada. Since 1987, investments have totaled more than $10 billion. This investment has created over 25, 000 jobs, most of which are highly skilled positions. 

The PCS licensees will require additional spectrum to provide the 3G services, which will greatly support wireless-internet applications, and contribute to the Government’s connectedness agenda. 

iii) The role of the industry in ensuring “universality” i.e. access to new technology and service

There are several references in the Senate’s study outline to the term universality. The CWTA strongly believes that there is a significant distinction that can be drawn between the historical notion of universality and the more current policy objectives of connectedness and e-commerce. Universality is a concept that dates back to the days when telephone companies were rate of return regulated monopolies. As such, a discussion of universality forces us to look backwards in time by considering such things as telephone company costs, construction programs, obligations to serve and cross-subsidization. On the other hand, the concepts of connectedness and e-commerce allow us to look forward at the communications horizon.

As a relative new comer on the communications scene, the mobile phone industry has a significant role to play in advancing the government’s connectedness and e-commerce objectives. In fact, we are very proud of what the mobile phone industry has achieved thus far with service available to over 94 per cent of Canadians, some of the lowest prices in the world and the recent introduction of Internet-based solutions. 

Today, you can receive a call on your mobile satellite phone anywhere in the world. Cellular and PCS phones are commonplace with a penetration rate in Canada of more than 20 per cent. Newly emerging technologies will provide businesses with mobile data capability enabling an abundance of new productivity offerings from information services such as stock market trading and banking, to telemetry applications and mobile point-of-sale terminals. High-speed mobile access will provide a new dimension to the Internet including accessing e-mails on the go as well as facilitating the growth of electronic commerce. With the introduction of fixed broadband wireless networks offering high-speed connectivity, Canadians can enjoy wide-band communications – voice, data and access to the Internet. A worldwide explosion in these services is occurring and Canadian firms continue to be at the forefront of innovation, providing global leadership.
Penetration of wireless telecommunications services into all segments of Canadian society is increasing rapidly. Canada is extremely well served by its wireless communications industry. With five major carriers providing service, mobile telephony reaches 94% of the Canadian population – a tremendous achievement given our vast geography and sparse population. Providing these services to Canadians requires a significant amount of information infrastructure. In 1999, over $1 billion was invested in wireless infrastructure in Canada. Since 1987, investments have totalled more that $10 billion.

In order to operate our leading-edge networks, wireless carriers directly employ more than 13,000 Canadians. Suppliers of products and services to the wireless industry generate another 12,000 jobs for the economy. The vast majority of these 25,000 positions require highly skilled labour.
Pricing of wireless services in Canada is the most competitive in the world, and innovative new packages are being launched regularly. A recent study by the Yankee Group showed that worldwide wireless prices have decreased by an average of 38 per cent since 1996, while prices in Canada have decreased by 80 per cent. 
Overall, the mobile industry has been a huge success for Canada. Our customer base has grown at over 20 per cent per year for the last four years. According to a report by International Data Corp. (Canada) Ltd., more than half of Canadians will be using mobile phones within the next four years and new services such as wireless e-mail take hold in the market. IDC forecasts the mobile phone market to grow to 16.6 million subscribers in 2003 from 6.7 million in 1999.
On the fixed side of the wireless industry are the recently licenced fixed broadband service providers that will soon be connecting Canadians using high-speed broadband wireless technologies at 2, 24 and 38 GHz.

The recent licensing of the Multipoint Communications System (MCS) service providers Inukshuk and Sasktel, is a good example of how fixed wireless technology can assist in achieving universality access to telecommunication services and the Internet to all Canadians. The MCS frequency band at 2500 MHz can serve a number of communications needs of Canadians, regardless of where they choose to live. The promise of MCS is to facilitate the development of a high-quality, low cost information infrastructure to provide a convergence of services including basic telecommunications, data transfer, and Internet access for urban and rural communities across Canada.

Similarly, licences awarded for spectrum in the bands 24 and 38 GHz to several operators including Stream Intelligent Networks, Norigen Communications, Wispra and AT&T Canada will result in the deployment of fixed broadband wireless networks. These networks will be extremely important in many areas of the country (rural and second-tier cities), that do not benefit from installed fibre optic capability that could also provide broadband communications. In those areas of the country with installed fibre, the wireless networks will provide new competitive alternatives to Canadian businesses. 

iv) Projects for achieving connectedness over the next five years

The Government’s connectedness agenda, based on the six pillars of Canada on Line; Smart Communities; Canadian Content on Line; E-Commerce; Government on Line; and connecting Canadians to the World; is a strategic approach which our industry supports. The strides made by the Community Access Program, SchoolNet, and Computers for School have gone a long way in “Connecting Canadians” to the information highway, and laying the building blocks for communities and youth to access the new digital economy, which encourages economic development and creates new high skills jobs.

The CWTA would encourage the Government to consider the use of wireless technologies as part of, for example, the Community Access Program. Similarly, we would encourage Government to develop Wireless Portals as part of its Government on Line and Canadian Content on Line programs. 

More generally, the programs and policies should recognize the growing importance of wireless connections in their programs. The next stages of the government’s “Connecting Canadians” strategy needs to recognize the fact that most people first experience with the Internet, and electronic commerce in the future will be through wireless applications. 

In the last decade, the information highway entailed wired connections  of computers to the Internet . Today, the trends demonstrate that wireless devices will be the next key step in “connecting Canadians’ to the Internet. Especially for rural and remote regions, wireless solutions to their communications and Internet access challenges will become more realistic as technology develops and reduces the cost of delivering services to those remote communities. 
v) Policy Initiatives to Accelerate Universality

As noted above, the CWTA strongly believes that there is a significant distinction that can be drawn between the historical notion of universality and the more current policy objectives of connectedness and e-commerce. Universality is a concept that dates back to the days when telephone companies were rate of return regulated monopolies. As such a discussion of universality forces us to look backwards in time to consider such things as telephone company costs, construction programs, obligations to serve and cross-subsidization. On the other hand, the concepts of connectedness and e-commerce allow us to look forward at the communications horizon. 

Wireless carriers are subject to the regulatory oversight of both the Canadian Radio-television and Telecommunications Commission (CRTC) and Industry Canada. While most wireless services are conditionally forborne from regulation by the CRTC under the Telecommunications Act, the Commission continues to have significant influence over the day-to-day operations of wireless carriers. Similarly, since all wireless carriers require access to radio spectrum, Industry Canada also has significant influence over the operations of wireless carriers. Under the Radiocommunication Act, Industry Canada regulates and controls the allocation of spectrum through, in part, the issuance of licenses for the use of spectrum. 

This dual regulation of the wireless industry can be contrasted against the regulation of the wireline industry that is predominately regulated by the CRTC and only peripherally impacted by some of Industry Canada’s broad telecom policy initiatives.
Moreover, both of these regulatory agencies also administer programs that have a very real impact on the bottom lines of wireless carriers. The licensing regime of Industry Canada determines the fees paid by wireless carriers for the use of the radio spectrum. The CRTC contribution regime is another example. Contribution is the name of the levy or tax imposed by the CRTC on long-distance traffic to subsidize local telephone service. The CRTC already requires mobile phone operators to pay contribution and it is examining whether more operators should be required to pay and how much contribution wireless carriers should be required to pay going forward.

The industry generally views contribution as a tax on its ability to expand the delivery of new and innovative services to Canadian. The industry believes that subsidies like contribution should be derived from the Government’s Consolidated Revenue Fund, a fund to which the industry contributed last year approximately $150 million in licence fees alone.
The contribution requirement was imposed on the mobile phone industry by the CRTC in 1998.  In that year alone, the mobile phone industry made contribution payments totaling more than $13 million, and as the number of interconnecting circuits between wireless carriers and the incumbent telephone companies grow, so do these payments. This was in addition to the more than $130 million paid to the Government of Canada in the form of license payments for the use of radio spectrum that same year. All of this from an industry that, in 1998, lost almost $1billion. 
The CWTA recognizes the difficult challenge faced by the CRTC in balancing social objectives (including access to service), against the financial burden placed on carriers paying for social programs like contribution. However, the CWTA is of the view that obligations, like the CRTC contribution regime, serve as a tax that limits the development and deployment of new and innovative networks and services, which in turn limits the technological development and roll out of new services, which in turn affects universality.  
Under the existing CRTC contribution regime, cellular/PCS carriers pay contribution on their long distance traffic via a per circuit surcharge. However, the CRTC has a proceeding underway to consider whether the current contribution mechanism (where only long distance services pay) should be replaced. Some proposals being considered would require cellular/PCS carriers to pay contribution on both their local and long distance traffic. The potential impact of these proposals on the cellular/ PCS industry is well over $100 million annually.

Moreover, there are other proposals being considered that would require paging companies and other wireless operators to also pay contribution, which would further harm the wireless industry.
Contribution has been part of the wireline long distance industry since competition began. CRTC costing studies determined that wireline long distance revenues exceeded costs whereas wireline local service revenues were below cost. Therefore contribution was implicitly built into the historical wireline long distance rates and the subsidy was used to keep local prices low. In light of this historical subsidy, it is entirely appropriate that all long distance carriers were required, when long distance competition was introduced, to pay the CRTC imposed contribution charge. 
However, while wireline long distance rates historically contained a subsidy to local service, no such subsidy was ever built into wireless rates. Cellular/PCS service continues to lose money each year and it is extremely frustrating to the industry that the CRTC is considering expanding the contribution regime to require wireless carriers to pay even more. Adding a large contribution cost to the industry would be very disruptive. These contribution considerations could have the effect of limiting potential wireless technological solutions to the issues of universality. 
As noted above, wireless carriers can be differentiated from their wireline counterparts in that they are regulated by both the CRTC and Industry Canada. The latter department imposes conditions of license on wireless carriers. Some of these conditions of license require wireless carriers to provide service in areas of the country that do not generate sufficient revenue to cover the capital and operational costs of providing service to those areas. This is a fact that is not reflected in the CRTC contribution regime. The definitions of High Cost Areas used by the Commission refer only to the wireline telephone company serving areas and their costs, not the wireless carrier’s serving areas and costs. In this regard, it can be said that wireless carriers are already providing service to some fairly rural regions of the country. We should not be required to subsidize wireline service providers who serve the same areas.
Mobile phone service is available to 94% of the Canadian population. Wireless carriers are continually expanding to unserved areas. Increased contribution payments would make it difficult for wireless carriers to finance these network expansions. Paradoxically then, contribution could diminish service for rural and remote areas.

The proper fiscal, and regulatory environment needs to be encouraged to assist the continued growth rate of mobile phone penetration rates in Canada, to keep up with those in other countries.   
The CWTA strongly believes that subsidies for basic telecommunications services, to the extent they are required, should be derived from the government’s Consolidated Revenue Fund. As noted above, the industry already contributes some $150 million annually to this fund (an amount that increases each year).
Another solution would be to eliminate the subsidy. This could be accomplished by imposing rate rebalancing (increase local rates to eliminate contribution for all service providers). Rate rebalancing would involve an estimated average cost of $3.50 per month per local wireline subscriber.  $6 worth of rate rebalancing was imposed from 1995 to 1997. It is expected that the amount of rate rebalancing needed in Bell Canada territory would be less than $3.50 per month and the amount needed in Telus territory would be more.
The industry views contribution as a tax on its ability to extend the delivery of new innovative services to all Canadians, regardless of where they choose to live. This tax on the industry’s ability to develop and deploy new and innovative networks and services must be eliminated, not expanded.  Every $20 million in contribution tax taken from wireless carriers, means they can build about 50 fewer cell sites, which reduces coverage by 10,000 square kilometers. It is in appropriate to impose a contribution tax on wireless carriers in order to extend telephone services, because it causes a reduction in the coverage of wireless networks. The industry believes that subsidies, like contribution, should be derived from the Government’s Consolidated Revenue Fund, a fund to which the industry contributed last year approximately $150 million.  In the longer term, such subsidies need reexamination. 

To further increase the financial obligations of wireless carriers would be highly inappropriate in light of the significant level of fees and obligations that are already imposed on an industry that has yet to turn a profit. Moreover, such an increased financial burden would have the very real and serious potential to damage the ability of the wireless industry to further Canada’s connectedness and e-commerce objectives. 
The present policies on license fees, contribution rates, and taxation need to be reconsidered in a holistic manner in the context of ensuring the proper fiscal environment exists to encourage technological development, and service roll out which could encourage wireless access to telecommunications services, and the Internet across all regions of the country. 

c. Privacy and Security of Shared Personal Information

As the convergence of the wireless and Internet technologies proceeds, our industry will increasingly be dealing with issues of privacy over the Internet. Privacy in this context refers to the collection and distribution of consumer information in a manner that is secure, prevents data abuse, and provides an element of control and respect for personal privacy for our consumers. For the wireless companies, this is not only a social responsibility, it is an essential business development element of maintaining and building consumer trust in our services and products.

The Government’s Privacy legislation, Personal Information Protection and Electronic Documents Act (the Act), will go a long way in developing, and nurturing that trust, which will benefit consumers, the industry, and society at large.  For the consumer,  the Act provides an element of control and reassurance; for the industry it strengthens consumer trust of our products and services, which in turn will develop new markets; and for society this will translate in to more investment, jobs and growth, and a higher quality of life.

i) How will  the Act be implemented? 

 The Act represents a proper balance between the needs of the consumer and the industry.  For the industry, it provides a strong and enforceable set of privacy rules that will allow the industry to continue to develop new technologies and applications, and maintain consumer trust. 

Although  the Act will only take effect on January 2001, some members of the CWTA have already taken steps in meeting its requirements. They are developing corporate codes, which are based on the Canadian Standards Association (CSA) principles as identified in  the Act. The corporations will be spending a great deal of time and resources to meet the requirements and the timelines of the  Act. They are developing their own tailored codes, designing and implementing administrative procedures, including how to handle access requests, complaints, training staff, and communication plans for the public.

The CWTA is in discussion with its members considering the possibility of developing an industry wide Privacy Code that would complement those being developed by our members. 

The CWTA is of the opinion that  the Act should be given adequate time to be implemented and assessed before other Privacy oriented laws are considered by the Government. The implementation of  the Act is complex and entails many resources. From the consumer point of view, clarity is essential, hence duplicating legislative efforts could produce confusion in the market place. 

ii) What pressures are put on privacy and security by the new wireless world?

As consumers are using more and more digital means of conducting their social and economic transactions over the Internet and related infrastructure, the amount of data available to analyze purchasing tendencies is growing.

Wireless as an access to the Internet is rapidly growing. Privacy and the securing of information over our networks have been and will continue to be of highest priority.  This, again, is a business as well as social necessity. 

The CWTA is of the opinion that technological development, both from the point of view of the telecommunication service provider and the encryption of Internet transactions will go a long way in increasing the security of data transmission through our wireless networks. The second generation of cellular technology is an example of this technological development. Unlike its analog predecessor, digital networks like PCS, offer consumers a higher degree of confidence in using wireless devices to communicate and interact with the Internet. The security of PCS communications is so dependable that security services in Canada have raised concerns over their ability to access information for their security needs. The balance between personal and state security has been a key issue in the development of the country’s cryptography policy. It should be noted that cryptography could also be used with wireless technologies. 

Cryptography is the transformation of data by a mathematical formula, so that it is not intelligible without the right formula or key. Cryptographic technologies provide a foundation for establishing trust in electronic commerce because they safeguard information, protect communications, and authenticate parties to transactions.
The CWTA supports the Government of Canada’s cryptography policy. The approach taken by the Government balances the needs of industry, consumers, and that of the state in a productive manner by which the development of electronic commerce, regardless of the type of access to the Internet (wired or wireless), will proceed creating jobs and growth. 

The CWTA’s position is that between the technological development of digital communication processes and the Government’s cryptography policy the right balance between consumer protection, law enforcement and economic development has been found. These developments will increase the confidence of consumers to conduct electronic transactions over the Internet using wireless and wired technologies. 

iii) How has the wireless world affected the balance between the rights of individuals to privacy and the needs of industry for marketing information?

The CWTA believes that the wireless world will be the next big evolution of the Internet, and related issues. The technology already exists, whereby electronic commerce, and Internet access is being conducted through wireless applications.  Wireless technology has evolved to provide the necessary security for users of our product. For instance PCS, with its digital capability, provides a higher level of comfort for our consumers. 

We must remember that consumers are demanding more and more wireless products and services that will make their work, and social environments more secure, and more manageable. This entails the collection and use of marketing information, data analysis to ensure that our corporations are being responsive to the needs of their customers. However, a balance needs to exist between the access of this information for market development purposes, while protecting consumers over instances of data abuse by in proper access to personal information. To date, the industry and Government have worked hand-in-hand to develop legislative initiatives to find that balance. Bill C-6, in our view, achieves that balance well. 

It should be noted that the Telecommunications Act governs the wireless telecommunications industry. The Act limits the amount of control that telecommunications carriers have over content that is being transmitted over their networks. As identified in the Act, Chapter 38 section 36,“ except where the Commission approves otherwise, a Canadian carrier shall not control the content or influence the meaning or purpose of telecommunications carried by it to the public”. 
D. The Trust that Canadians have in e-commerce in Canada.

E-commerce is certainly becoming a very well known term, but there is perhaps a newer, less known term that is more relevant to the wireless industry – m-commerce. Mobile communications that enables Canadians to make real time commercial transactions, anywhere, anytime can neatly be described as m-commerce.

iv) What is the Value of m-commerce?

Rather than comment on the commercial value of m-commerce at the retail level, we would like to provide a glimpse into the current expected growth in M-commerce from a carrier perspective. In its report Canadian Wireless: The Potential for Data, dated April 7, 2000, Goldman Sachs Investment Research estimated for the year 2000, approximately 2.2 per cent of mobile voice subscribers will use data services generating some $23 million in carrier revenue. Goldman Sachs expects this to grow to 65 per cent of subscribers by the year 2009 generating a whopping $4 billion in carrier revenue. These estimates are well in line with the estimates of other analysts.

It is worth emphasizing that while demand for wireless voice service will continue to grow, the new drivers of mobile phone demand are wireless data, mobile access to the Internet and wireless e-mail. Of course, these are also emerging as key components of e-commerce.
v) How are businesses embracing m-commerce to deal with other businesses?

Recognized is the Prime Minister’s challenge to all sectors of Canada to work together toward the goal of capturing 5 per cent of the world share of e-commerce for Canada by the year 2003 and to do over $200 billion of business this way. The wireless telecommunications industry has already begun to deliver the tools that will be necessary to reach this goal. 
The major mobile phone manufacturers are already delivering “Internet ready” phones that will allow Canadians to browse the net, purchase airline tickets, take care of their banking needs and conduct other forms of e-commerce while they are on the move. Canadian wireless carriers are now offering web-based services to accommodate our appetite for mobile access to the Internet.
Clearnet introduced an Internet ready phone in June of 1999 that allows its subscribers to make dial-up connections to the Internet using their PCs or PDAs. More examples of the services that our members offer include Bell Mobility’s “Digital Data to Go” and Microcell’s “FidoData”. We should not lose sight of the increasing use of automatic wireless e-mail delivery services using alphanumeric paging or Short Messaging Services (SMS). Last year, Rogers Wireless Inc. and RIM launched e-mail services that use the Rogers Wireless packet data network and an innovative pager-size computer from RIM to deliver full-length e-mail.
The Canadian industry continues to encourage innovation and wireless carriers continue to test new technologies often in alliance with other companies.
In June of 1998, Microcell obtained a developmental license from Industry Canada to conduct 3G trials. Phase I focused on the measurement of radio propagation characteristics. Phase II commenced in December of 1998 and involved the delivery of live (over-the-air) test calls employing prototype equipment from Nortel installed in Montreal.
Microcell also announced in October of 1999 that it would be commencing trials of pioneering 3G wireless communications technology with Ericsson Canada Inc. The trials are testing the world's first version of a 3G Wideband Code Division Multiple Access (WCDMA) radio system able to operate in the same 1900 MHz spectrum used by North American PCS network. The trials are being performed in an urban area of Montreal, and trial participants will be able to test a wide variety of applications including file transfer, Internet and corporate network access, Web browsing and videoconferencing. The trials will also demonstrate the smooth migration from today's second generation towards third generation PCS mobile networks, and they will highlight the interoperability of the two types of networks.
Also last year, Ericsson Canada announced plans to trial Wireless Application Protocol (WAP) technology over a TDMA network with Rogers Wireless. The trial will be the first deployment of WAP technology over a TDMA (IS-136) network and demonstrates Rogers Wireless's commitment to providing customers with wireless Internet services over its Digital PCS network.
Another example of wireless and Internet, m- commerce applications being developed is the recent announcement made between Rogers AT&T Wireless and Excite Canada. They will collaborate to offer an extensive range of Internet content services to Rogers AT&T Wireless customers across Canada. Services will include news and information alerts, on-line shopping, banking and brokerage services offered from Excite Canada Mobile. These services will be available to all wireless subscribers across Canada over a variety of devices including digital PCS phones, two-way pagers and wirelessly enabled palmtop computers. The initial rollout will allow subscribers to receive stock alerts, news, weather and their horoscope on PCS phones, two-way pagers and alphanumeric pagers. Subscribers will have the freedom to select and personalize the devices, information service and delivery schedules via Excite Canada's Web-based user interface. A set of these content services will be available at no cost to all Rogers AT&T customers subscribing to text messaging. Additional premium content will also be available.

More recently, in February 2000, Rogers Wireless Inc., Ericsson Canada and AT&T Wireless Services, succeeded in making the first 3G North American call using new "EDGE" technology.
While Clearnet has not publicly announced its 3G strategy, the company is working closely with its partners, including Lucent and Motorola, in planning full-scale 3G PCS services under the IMT-2000 blueprint of the International Telecommunication Union. Clearnet has been, and continues to be, an active participant in many of the 3G standardization and planning activities.
The wireless industry is also reaching out and working with firms from other sectors developing new applications for m- commerce, and developing new markets. For instance, Bell Mobility and Book4golf.com have teamed to provide wireless access to Book4golf.com's Internet services on. com-ready phones from Bell Mobility. This new service will enable golfers to wirelessly locate hundreds of North American golf courses, book a tee time and even get a weather forecast simply by accessing Book4golf.com through Mobile Browser, a Bell Mobility service that enables customers to log on to the Internet from their digital PCS phone.

Another example of this cross sector evolution in developing m-commerce is the alliance developed between Indigo.ca, the Bank of Montreal, 724 Solutions, and bell Mobility.  Indigo.ca, the Canadian online retailer of books, gifts, flowers and more, has joined with the Bank of Montreal, 724 Solutions and Bell Mobility to offer instantaneous access to Indigo.ca's electronic marketplace from wireless devices. Indigo.ca wireless customers can browse reviews and purchase from a series of bestseller lists, and items can be purchased through a one-click Express Checkout system.  

Within the next six months, Indigo.ca's entire online inventory of books, music, flowers and gifts will be accessible on wireless Internet-ready devices. Customers can access Indigo.ca wireless through Veev, the wireless banking service provided by Bank of Montreal and developed by 724 Solutions. Indigo.ca wireless is currently available to all Bell Mobility browser-enabled phone customers in Ontario and Quebec with "dot-com ready" mobile phones. Eventually, Indigo.ca wireless will support a wide range of RIM-enabled devices as they become available.

Other examples include Microcell and the National Bank of Canada. They have launched financial services available on Fido handsets. Initially, these services are offered to National Bank customers in the province of Quebec and in the Ottawa-Hull
region. These customers may access the services from all areas served by Microcell's PCS network in Canada. The new wireless financial services enable customers to check balances on bank accounts, lines of credit and credit cards, as well as to access their most recent bank account and credit card transactions. Customers can also be connected to the customer service departments of both the National Bank and MasterCard, all from a menu displayed on a Fido handset with an integrated user-friendly interface.

From these examples, it is clear that the Canadian wireless industry is playing a leading role in developing the technology, and business alliances, to further Canada’s connectedness agenda. The convergence between wireless and the Internet is the next big evolution in Internet applications. 

vi) What are the impediments to m-commerce?

From the wireless industry perspective there are three basic impediments to further developing m-commerce. Firstly, taxes, fees and contribution regimes need to recognize the financial needs of the Wireless carriers. Financial resources to develop new technologies for m--commerce develop 3G infrastructures, and accessing addition spectrum will require substantial financial resources from an industry that still has a negative cash flow. The federal government will need to encourage the development of wireless applications by being sensitive to the financial requirements of the industry by ensuring that costs are reduced, and additional taxes are not added to the industry.

Secondly, access to additional spectrum will become increasingly important.  Wireless carriers will be deploying new, higher speed technology (3G technologies), in order to provide Canadians with higher-speed mobile connections to the Internet and faster mobile data and video applications. These applications will require additional spectrum.  

Thirdly, international spectrum agreements will be required. With the increasing globalization of markets, identifying the same spectrum bands across countries is crucial. To that end, the World RadioCommunications Conference 2000 underway in Turkey is critical.  

Canada, under the auspices of the Canadian Preparatory Committee, is pushing for additional spectrum in mobile services, including the use of the 1710-1885 MHz band for mobile radio and third generation or 3G wireless services. The CWTA supports the committee’s proposal 100 per cent. However, the Canadian delegation faces a difficult task. Various countries, particularly the US, are already using the 1700 MHz band for a wide variety of services. As a result, the US has proposed a review process to determine whether this band, among others, is feasible for 3G services domestically. This review process will stall the industry’s progress at a time when any delays could prove very harmful. 
Our industry has specific financial, regulatory, spectrum issues that need to be considered, as to provide the necessary frameworks to support the rapid development of Internet access through wireless, further encouraging Canadians conducting transactions over the Internet. M-Commerce is the new emerging reality.

E. New Technology and Public Governance

CWTA supports the Governments approach in supporting the development of Electronic Commerce. One of its approaches has been to develop ‘Government on Line”. This initiative allows Government to play a leading role in providing services over the Internet by allowing the citizens of Canada to access and interact with their federal government regardless of where they live, 24 hours a day. 

A wireless perspective needs to be introduced in the government’s connectedness agenda. For instance, the Community Access Program, and School Net need to consider wireless applications. The CWTA would be more than willing to work with the federal government in developing such strategies. 

vii) The federal government’s project to provide a one-stop, on-line website for all its services

The CWTA supports an efficient and convenient means by which the citizens of Canada can access government services and information over the Internet. This will assist in the development of electronic commerce and raise the profile of the federal government with its citizens, especially in rural and remote regions. However, as the Government develops its policies and programs to accomplish this goal, it will need to consider the wireless issues so as to accelerate the rate of Canadians accessing Government over the Internet. 

The CWTA would encourage the Government to consider the use of wireless technologies as part of, for example, the Community Access Program. Similarly, we would encourage Government to develop Wireless Portals as part of its Government on Line and Canadian Content on Line programs. 

viii) The policy initiatives and the programs to accelerate the buy-in of Canadians in e-governance

The CWTA believes the best policy approach towards achieving the connectedness and e-commerce objectives, is to minimize the disincentives that exist in the form of fees, taxes and other government obligations like the CRTC contribution regime. The industry generally views contribution as a tax on its ability to expand the delivery of new and innovative services to Canadian. The industry believes that subsidies like contribution should be derived from the Government’s Consolidated Revenue Fund, a fund to which the industry contributed last year approximately $150 million in licence fees alone. 
4. Conclusion

The CWTA wishes to thank the Senate subcommittee on Communications for this opportunity to provide comment during the first phase of this very important examination of the communications industry. We look forward to participating in subsequent phases.
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