Broadband Stimulus Update and Relevant Issues

(Prepared on 1/23/09)
General Criteria for Successful Broadband Stimulus:

1)    There must be overlap between these stated goals: economic stimulus to create jobs, national broadband deployment, and management oversight to minimize waste, fraud, and abuse.

2)    To be effective, an economic stimulus package has to be timely, targeted and temporary. There's not a lot of room for creativity; you have to use existing programs.

3)    Public policy goals for national broadband need to address the unserved and the underserved - people who don't have fiber, produce a national network for public safety, and include a robust competitive market for broadband.

Bottom line: The $6 billion in the economic stimulus package is a down payment for national broadband, not the cure-all.
How much is there, and who will administer the money?
House Democrats recommended $6 billion in broadband deployment stimulus money.  Since then: 

Already passed by Energy and Commerce Committee:  $2.8 billion to the U.S. National Telecommunications and Information Administration (NTIA) for broadband deployment grants.  NTIA will have to provide annual reports about the effectiveness of the grants it gives out.  

· $1 billion of that money going to wireless broadband projects. 

· An additional $350 million would go toward a national program to map areas that don't have broadband.  

· About 25 percent of the money would go to areas in the U.S. not covered by any broadband providers. The other 75 percent would go to underserved areas, with the U.S. Federal Communications Commission to define underserved areas. 
Not yet passed: $2.8 billion for the Rural Utilities Service (RUS) of the U.S. Department of Agriculture to give out as grants and loans to broadband providers. (This appropriation is not under the Energy and Commerce Committee's jurisdiction.)
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FCC will define which areas are unserved and which are underserved and the definition of “Open Access”
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Key Issues:
Speed Gap Requirements
· To qualify fRiverbed to buy Mazu for analysis tools
· The Quest for Visibilty - Riverbed Nabs MazuBLOG
· Riverbed Technology announced it has agreed to acquire Mazu NetworksBLOG
· Case Studies-Real Customers, Real Results WHITEPAPER
· Communications change we can believe in?BLOG
or the money going to underserved areas, a wired broadband provider must offer 45Mbps downstream speed, and a wireless provider must provide 3Mbps. Experts say wired players aren't prepared to deploy such systems in rural areas, and wireless broadband operators will have the upper hand.”

· Starting with higher speeds or at least the potential/capacity for higher speeds will cut down on waste. If we set up infrastructure now with only basic speed, we’ll have to go back to the drawing board to revamp the entire system again and we’ll need to pay for new broadband deployment in a few years. 

· But setting speed requirements is going to decrease investment as providers struggle to or decide against meeting those requirements.  


Net Neutrality/Openness
· Many in Congress believe openness is important, (so that we don’t fund providers who are closed and discriminatory).  Both RUS and NTIA will require providers to abide by open access and net neutrality rules.  The FCC will define the requirements.  

· Some believe ushering in internet reform at such a critical time will only decrease investment, not stimulate the economy.  Broadband-reform conditions are "inversely correlated" with network build-out. Open access rules and steep speed requirements would deter some ISPs from participating in the stimulus programs at all.  
· OE should probably maintain impartiality on this issue since many telecommunications companies are against it (like AT&T, which funds a website against it, http://www.handsoff.org/blog/ ), while some have signed on to it (like Verizon). OE has partners on both sides of the issue.  
Small companies vs Big companies
· Doesn’t matter to OE, as it can act as consultants for both rural areas and low-income urban areas, both small and large companies.  

· Small companies based in rural areas will definitely invest in rurally.  Big companies can use the money how and wherever they want.  “The big telephone and cable companies are the last place to look for shovel-ready projects in underserved areas -- that's just not where they've set their sights for all these years.”  Rather than giving incumbent providers tax breaks, Bowen sees funding for local planning agencies and state-level initiatives as the path to delivering broadband to rural America. 
· On the other hand, big companies might be more efficient and capable.  
Tax Breaks or Grants
· Tax Cuts would result in fast and broad investment.  

· But tax credits would result in the large incumbent providers building out their networks in the most competitive markets, which have higher population densities and are typically more affluent than rural areas. No accountability.

·  Counter: tax credits could be made available only on the condition that the provider committed to building out service in rural areas to ensure accountability. 

· Grants would allow more accountability and more specific criteria for spending, but would be much slower at deploying broadband.  

Broadband adoption after Access is provided
· The deployment of broadband lines in recent years has grown reasonably comprehensive. As to the actual use of broadband services, though, the numbers are lower, and there's still a substantial gap between urban residents and rural residents.  This can’t be chalked up to faults on the part of infrastructure companies, and is instead caused mainly by age and cash. Rural residents tend to be older and less well-off than their urban peers in the US, making broadband both less interesting and less affordable. 
· Have to lower costs, provide training, and foster a culture of use.  
Question List:
1. Should we utilize tax subsidies or targeted grants?  “The broadband industry wanted tax incentives, which would offer a quicker stimulus to the economy and speed up buildouts. The grant and loan avenue could take months to make inroads as the money would funnel through the bureaucratic process.”

2. Who would best administer the subsidies and grants?  Are NTIA and RUS best equipped to administer the money?
3. Who should receives these subsidies and grants?  Should we provide subsidies to existing cable and telecom providers, or focus on supporting new providers and foster competition?   Should we include local governments, community groups, and NGOs?  

4. Should there be a matching grants requirement to ensure continued deployment and service?   

5. Should we strictly target subsidies to spur build-out in rural or under-served areas or include more general subsidies?  How should we define “rural,” “unserved,” and “underserved”?  The FCC will be defining these terms soon.    
6. Should there be speed requirements and what should they be?  
7. Should the new policies require net neutrality/openness for receipt of funding?  (A neutral broadband network is one that is free of restrictions on content, sites, or platforms, on the kinds of equipment that may be attached, and on the modes of communication allowed, as well as one where communication is not unreasonably degraded by other communication streams.)

8. What are your proposals for providing better access in schools?  

9. Should we be looking into setting up community center “hot spots” where people can get free basic access?  This has the potential of reaching many more people with fewer project expenses of building out into every home.  (Mark Cooper, the Director of Research for the Consumer Federation of America advocates this approach.)  

10. What are the important policy differences in getting broadband access to existing residential areas (requires renovation) compared with NEW residential developments?  

11. What are your recommendations for increasing adoption or use once the broadband infrastructure is built?  (As Rey testified, decreasing cost and fostering a culture of use is very important.)  Many surveys and studies have shown that although issues of access and pricing are significant reasons for nonadoption of broadband use, an even bigger issue deals with relevance, and those who simply don’t want to or don’t know how to use the Internet.  Most nonadopters are older and lower-income Americans, who require training and support to become Internet users.  How can we tackle this issue? 
12. What is the best way to incorporate the broadband stimulus package so that it provides the most jobs and continued economic growth?  
