
January 16, 2009

The Honorable Nancy Pelosi

Speaker

United States House of Representatives

H-232 The U.S. Capitol

Washington, DC  20515

The Honorable John Boehner

Minority Leader

United States House of Representatives

H-204 The U.S. Capitol

Washington, DC  20515


Re:
Proposed Economic Stimulus – Broadband Infrastructure Investment:  


NASUCA’s Recommendations  

Dear Speaker Pelosi and Minority Leader Boehner:


In order to respond to perhaps the most difficult economic conditions the Nation has faced in decades, both Congress and President-elect Obama have proposed substantial investments in critical national infrastructure, including broadband and related telecommunications infrastructure, both to stimulate investment and job creation and to bolster America’s  competitiveness in the global economy.  The National Association of State Utility Consumer Advocates (“NASUCA”)
 supports such efforts and wishes to offer its members’ perspectives and recommendations for consideration by Congress.  

Broadband Deficiencies In The U.S.

Increasingly, the United States lags behind the rest of the industrialized nations in next-generation broadband deployment and subscription.  While Congress and representatives of the incoming Obama Administration have no doubt heard much about these issues before, they bear repeating in order to provide the context for NASUCA’s recommendations regarding actions being considered to bolster broadband as part of the proposed economic stimulus package.  Deficiencies in broadband deployment and subscription in the U.S. can be broadly summarized as:
Lack of access.  Rural, low population density areas in the United States have little or no access to broadband service, even “first generation data” service,
 and market conditions do not justify private investment in the infrastructure necessary to bring next generation broadband to households and businesses in unserved and underserved areas.  

Low penetration rates even where access is available.  Even where next generation broadband is available, subscription to such service is relatively low, usually due to a combination of factors, e.g., lack of a home computer, lack of education regarding accessing and using broadband service, high recurring and non-recurring costs of broadband service, unreliable network facilities.  Low-income, minority and elderly consumers are particularly affected by these issues.

Broadband competition is limited.  Past policy decisions have effectively created a duopoly for broadband service, i.e., broadband is provided either by the incumbent telephone company or by the regional cable provider, stymieing innovation and reducing market constraints on pricing or service quality.

Goals/Principles Of Broadband Investment Strategy

With these deficiencies in mind, any broadband investment package adopted as part of an economic stimulus package should be designed to quickly:

•
Stimulate capital expenditures to construct next generation broadband infrastructure to bring service to households and businesses in unserved and underserved areas of the U.S. while avoiding funding duplicative or redundant infrastructure in such areas.
•
Increase household and business subscribership for next generation broadband service in areas where it is currently available.

•
Ensure that the public has “ownership” of any next generation broadband infrastructure developed with public moneys by:

•
Providing for open, nondiscriminatory access among competing service or content providers to the next generation broadband facilities and infrastructure developed as part of the stimulus package.

•
Requiring investment decisions to be directed to the most efficient broadband provider based on technologically and competitively neutral criteria such as quality, price and transmission capacity or speed.
•
Distribute stimulus funds to states, which are better attuned to their citizens’ broadband needs, and provide them with appropriate flexibility to dedicate funds to achieving the broad goals outlined herein.
NASUCA’S Recommendations

Based on the foregoing, NASUCA recommends that Congress should incorporate the following elements into the broadband component of any economic stimulus package it adopts.

1.
Establish A Federal Broadband Investment Fund.

Congress should establish a Federal Broadband Investment Fund (“Fund”) of sufficient size and duration to realistically expand deployment of next generation broadband infrastructure in unserved and underserved areas of the U.S. and increase subscription to the services supported by that infrastructure.  The Fund should be independent of any support related to universal service that may be established pursuant to 47 U.S.C. § 254.  NASUCA offers the following, more specific recommendations:

•
Establish a fund of from $25 billion to $50 billion, dedicated to the purposes outlined above;

•
Given that expanding deployment and subscription to next generation broadband will likely require several years’ effort, moneys from the Fund should be distributed over a period of at least three (3) years, with a proportionately greater distribution in the Fund’s first year; and
•
States should be encouraged to provide matching funds.

2.
Moneys From The Fund Should Be Distributed To States As Grants.


Broadband investment funds should be distributed to states in the form of grants to achieve Congress’ purposes.  Unlike private companies, states are primarily motivated to serve the public interest of all their citizens, not just those that can afford to subscribe to next generation broadband.  Unlike the federal government, states know best how to serve their citizens’ interests, are generally more flexible in adapting to changing conditions and typically are more accessible and accountable to their citizens.  Moreover, private investment in next generation broadband varies considerably between, and within, states.  With these points in mind, NASUCA recommends:

•
While all states
 should be entitled to grants upon proper application detailing their anticipated use of funds to further the broad objectives of Congress, final grant amounts should take into account demonstrated need;

•
Needs demonstrations should be based on criteria such as:  (1) average broadband penetration rates by household; (2) average broadband transfer speeds; (3) average monthly price for highest speed broadband residential service; (4) populations without access to infrastructure capable of providing next generation broadband service;

•
Grants may be increased where states provide matching funds; and

•
Action on state grant applications should be completed expeditiously, within 60 to 90 days.

3.
States Must Account For Their Expenditures.

Grants to states should not be “blank checks” and some degree of accountability, regarding both expenditures and the purpose of expenditures, should be required, with particular emphasis on capital expenditures to construct infrastructure in currently unserved and underserved areas.  States should also be obligated to provide periodic “progress” reports to the Fund administrator, in order to allow Congress and the Executive Branch to assess what broadband investment strategies have worked best or least in achieving Congress’ goals.  Accordingly, NASUCA recommends:

•
States should be required, as a condition of their grant, to report to the Fund’s administrator no less often than semi-annually and account for both expenditures as well as uses to which grant funds were dedicated;

•
In second and succeeding years of the Fund, states should include data regarding the success of their broadband investment initiatives, including at a minimum the “needs” criteria reviewed in their original grant applications.


4.
An Appropriate Fund Administrator Must Be Established.

An administrator charged with administering the Fund, acting on state grant applications, reviewing semi-annual reports and submitting summaries of those reports to Congress and the Executive Branch will need to be designated.  NASUCA recommends that an existing federal body, unburdened by policy-making or enforcement responsibilities but with existing knowledge of the broadband sector, should be designated the Fund’s administrator.  NASUCA believes the National Telecommunications and Information Administration (“NTIA”), within the Commerce Department, is an appropriate choice for Fund administrator.

Conclusion


NASUCA appreciates the opportunity to submit its broad comments and recommendations to Congress regarding this important initiative.  Certainly many details of this initiative necessarily are not addressed herein.  NASUCA recognizes that much heavy-lifting remains and looks forward to participating in the process of developing an appropriate and effective broadband investment package.

/s/  David Springe

Director

Citizens' Utility Ratepayer Board
1500 S.W. Arrowhead Road
Topeka, KS 66604-4027
785.271.3239; Fax 785.271.3116

d.springe@curb.kansas.gov
President, NASUCA

/s/  David C. Bergmann
Assistant Consumers’ Counsel

Office of the Ohio Consumers’ Counsel

10 West Broad Street, Suite 1800

Columbus, OH 43215-3485

614.466.8574; Fax 614.466.9475

bergmann@occ.state.oh.us
Chair, NASUCA Telecommunications

Committee
/s/  Charlie Acquard

Executive Director

NASUCA

8380 Colesville Road, Suite 101

Silver Spring, MD 20910

301.589.6313; Fax 301.589.6380

cc:
The Honorable Henry A. Waxman


The Honorable Joe Barton 

� NASUCA is a voluntary association of advocate offices in more than 40 states and the District of Columbia, whose members are designated by state laws to advocate for utility consumers (primarily residential customers), and which operate independently from state utility commissions.  


� Defined by the FCC as services with information transfer rates from 200 to 768 Kbps.  See 25 F.C.C.R. 9691, 9701, ¶20 n.66 (2008).  Next generation broadband consists of various tiers of service with transfer rates above 768 Kbps.  Id. 


� NASUCA notes that:  (1) Massachusetts has suggested a fund of $25 billion to serve all of the 5 million currently unserved broadband users; (2) Public Spectrum Trust has proposed $15 billion for a nationwide wireless broadband network; (3) industry sources estimated that broadband service providers invested approximately $70 billion in 2007 to expand and upgrade their infrastructure in North America.





� “States” include other territories of the U.S., such as the District of Columbia, Puerto Rico, Guam, etc. but not tribal governments.





