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A public-private partnership in Kentucky has shown that broadband can be deployed nearly ubiquitously without government subsidy.  The number of households in Kentucky having the ability to subscribe to broadband services increased from approximately 60 percent to about 95 percent as a result of the efforts of ConnectKentucky.

   

There are some areas where broadband service remains uneconomical based on current technology, and the primary objective of NTIA and RUS in awarding grants and loans should be to extend broadband capability to unserved areas. 

 

ConnectKentucky also addressed the gap between the number of households having the ability to subscribe to broadband versus the number of households which actually did subscribe.  A primary barrier to the adoption of household broadband can be the lack of a computer at home.  Among other initiatives, the No Child Left Offline program facilitated cooperation among private partners, corporate foundations and state governments to place computers and printers into the homes and schools of disadvantaged children.  The number of people actually using broadband in Kentucky jumped from 22 percent to 44 percent.

 

The secondary objective for stimulus funding ought to be promoting the widespread adoption of broadband services.

 

If additional funding remains, NTIA and RUS ought to target support for the funding of otherwise viable projects impacted by the recession, not projects which are unprofitable with current technology and thus are unlikely to be sustainable without continued public support.  In particular, NTIA and RUS should resist rescuing failed municipal broadband projects.

 

The long-term feasibility of investment can be judged in part by whether a particular project has already been tried unsuccessfully. 

  

If municipal projects are to be considered, the applicant should have the burden of proving that it can commit the necessary resources to continuous facility upgrades and that competitive private entities will not be disadvanted in the management of public rights of way, receive unequal access to public buildings or contracting opportunities or be required to collect or remit taxes or make in-kind contributions that are unequal.   

  

NTIA and RUS should not impose new open access or network neutrality regulation beyond the current FCC principles, which provide that "consumers are entitled to competition among network providers, application and service providers, and content providers."  The current principles appropriately mirror the emphasis antitrust law places on protecting consumers, not competitors.  
 

Apply new principles could chill private investment.  There is only one reason why rational economic participants might under-invest in broadband, and that is if uncertainty over public policy leaves open the potential that investors could be deprived of a competitive return on their investment.

 

A recent British government study found that if Internet service providers offer guaranteed service levels to content providers in exchange for increased fees, it could lead to "differentiation of offers and promote investment in higher-speed access networks. Net neutrality regulation might prevent this sort of innovation."

          

the Government has yet to see a case for legislation in favor of net neutrality.  In consequence, unless Ofcom [Britain's FCC-equivalent] find network operators or ISPs to have Significant Market Power and justify intervention on competition grounds, traffic management will not be prevented.

NTIA and RUS should pursue a similar approach while the FCC conducts further study of this matter.
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� Testimony of Brian R. Mefford, CEO of Connected Nation, before the Committee on Small Business of the U.S. House of Representatives (May 9, 2007).         





� "Digital Britain - The Interim Report," Department for Culture, Media and Sport and Department for Business, Enterprise and Regulatory Reform (London: Jan. 2009) available at: http://www.culture.gov.uk/what_we_do/broadcasting/5631.aspx.





