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Executive Summary


Covad respectfully requests that the Notice of Funds Availability for the BTOP second round be carefully structured to promote all of the specific policies and goals identified by Congress in the American Recovery and Reinvestment Act of 2009.  Specifically, NTIA should take steps to implement each of the five purposes of BTOP from the perspective of infrastructure funding, and to ensure in particular that small businesses -- as drivers of economic growth and job creation -- can enjoy improved access to affordable broadband services without regard as to whether they may happen to be situated within an area that has been defined as “unserved” or “underserved.”  Small businesses are the single largest catalyst for economic growth and job creation in the United States, a goal specified as a separate and co-equal objective within the national broadband funding program under the Recovery Act.  As such, Covad urges NTIA to provide separate infrastructure funding categories sufficient to promote all of the national policies established by Congress in the Recovery Act -- including, in particular, funding that will lead to the more widespread availability of business-class broadband services in all geographic areas of the country.

Before the

DEPARTMENT OF COMMERCE

National Telecommunications and Information Administration

and the

DEPARTMENT OF AGRICULTURE

Rural Utilities Service

In re:






)

Broadband Initiatives Program and

)
Docket No. 0907141137–91375–05

Broadband Technology Opportunities

)
RIN: 0660–ZA28

Program





)

COMMENTS OF COVAD COMMUNICATIONS COMPANY
IN RESPONSE TO THE JOINT REQUEST FOR INFORMATION


Covad Communications Company (“Covad”) hereby respectfully submits its comments in response to the above-captioned Joint Request for Information (“RFI”).  As one of the nation’s largest independent broadband providers, Covad is vitally interested in the issues raised by the National Telecommunications and Information Administration (“NTIA”) and Rural Utilities Service (“RUS”) (collectively, the “Agencies”) in their RFI.  Covad’s comments are particularly relevant to the administration of the Broadband Technology Opportunities Program (“BTOP”) by NTIA, and to ensuring that all of the statutory objectives for that program are achieved.

I.
The Recovery Act Provides the Policies Congress Intended to Promote

Covad respectfully requests that the Notice of Funds Availability (the “NOFA”) for the BTOP second round be carefully structured to promote all of the specific policies and goals identified by Congress in the American Recovery and Reinvestment Act of 2009 (“Recovery Act”).
  Specifically, the Recovery Act set forth five separate purposes of the BTOP:

The purposes of the program are to—

(1) provide access to broadband service to consumers residing in unserved areas of the United States;

(2) provide improved access to broadband service to consumers residing in underserved areas of the United States;

(3) provide broadband education, awareness, training, access, equipment, and support to—

(A) schools, libraries, medical and healthcare providers, community colleges and other institutions of higher education, and other community support organizations and entities to facilitate greater use of broadband service by or through these organizations;

(B) organizations and agencies that provide outreach, access, equipment, and support services to facilitate greater use of broadband service by low-income, unemployed, aged, and otherwise vulnerable populations; and

(C) job-creating strategic facilities located within a State-designated economic zone, Economic Development District designated by the Department of Commerce, Renewal Community or Empowerment Zone designated by the Department of Housing and Urban Development, or Enterprise Community designated by the Department of Agriculture;

(4) improve access to, and use of, broadband service by public safety agencies; and

(5) stimulate the demand for broadband, economic growth, and job creation.


While these objectives are numbered sequentially, there is no indication that the sequence was meant to indicate any priority of purpose under BTOP.  Indeed, it is quite clear that the fifth purpose -- the need to stimulate economic growth and job creation -- was the primary driver of the Recovery Act at large, and was never intended to be treated as last in importance.  At its heart, “[t]he American Recovery and Reinvestment Act was a blueprint for renewed job growth. As part of a larger effort to put Americans back to work, that legislation included important investments in broadband deployment. And in fact, every $10 billion in broadband investment creates or saves 498,000 jobs annually.  Of those positions, more than half are supported by firms with fewer than 500 employees.”
  


The first round of BTOP infrastructure funding, however, did not treat all statutory purposes equally.  Indeed, eligibility for BTOP infrastructure funding required first and foremost a demonstration that a proposed project would serve consumers in “unserved” or “underserved” areas -- and no broadband infrastructure funding was to be made available for any proposal that fell outside of these initial two criteria.
  This program structure thus tied BTOP infrastructure funding almost entirely to the first two statutory purposes established by Congress, placing the remaining three goals (promotion of access to community facilities, public safety agencies, and to provide economic growth and job creation) on secondary footing from a network infrastructure perspective.  In the second round, NTIA should take clear steps to implement each of the five purposes of BTOP from the perspective of infrastructure funding, and to ensure in particular that small businesses -- as drivers of economic growth and job creation -- can enjoy improved access to affordable broadband services without regard as to whether they may happen to be situated within an area that has been defined as “unserved” or “underserved.”  

II.
All Five Statutory Categories Should Be Individually Promoted
For the second round of BTOP infrastructure funding, Covad requests that NTIA develop separate application categories that individually address the five goals outlined by Congress in the Recovery Act.  Specifically, NTIA should designate an infrastructure funding category that addresses the statutory objective of stimulating “demand for broadband, economic growth, and job creation.”

With respect to this category in particular, the availability of broadband access services for small businesses is particularly important to meet Congress’ goal to “stimulate demand for broadband, economic growth, and job creation.”  Small businesses are the engine of innovation and job creation in the United States.  As the Small Business Administration outlines, small businesses created between 60-80 percent of net new jobs this past decade.
  They produce more than 13 times more patents per employee than large firms and employ approximately 40 percent of tech workers in the United States.
  Small businesses employ half of all private sector employees and create almost half of non-farm gross domestic product.
  Many of the great success stories of the last decade were recently small businesses, including notable companies such as Google, Yahoo, Amazon.com, EBay, and Facebook.  

Small business access to broadband will continue to produce significant economic opportunity and growth in the United States.  As recently recognized by Congresswoman Nydia Velazquez, Chairwoman of the U.S. House Small Business Committee, “[t]echnology is often called the great equalizer of the business world. If done properly, increasing access to broadband will allow small firms to compete with big companies. It will also create new opportunities for small businesses - all while connecting our country with the fastest means of communication. We’ve come a long way since the days of dial-up.  New investments in broadband can take that progress one step further, and allow America’s small businesses to help rebuild our economy.”
 

The statutory objective of stimulating “demand for broadband, economic growth, and job creation” requires an investment in infrastructure to ensure that small businesses have adequate, reasonably priced access to business-class broadband services.  Unfortunately, most small businesses in the United States currently lack such access. According to a Small Business Administration survey released in 2005, only 4 percent of small businesses purchased T1 broadband services, the primary entry-level business-class broadband service.
 Nearly all the rest, at best, rely on best-efforts, consumer-class broadband, which use shared networks and do not provide the quality of service (“QOS”) that businesses need to compete in the global economy.  Price is a major reason for this.  Small businesses must choose between the less expensive, but lower-speed, less-reliable mass-market oriented DSL and cable modem services at the low end, and the very expensive, guaranteed bandwidth services offered to large business customers under Service Level Agreements, at the high end.  As part of the Broadband Data Improvement Act of 2008, Congress has directed the Small Business Administration to conduct another survey on the impact of broadband speed and price on small businesses.  Covad expects the results of this survey to confirm the Small Business Administration’s earlier findings.       

The lack of economic business-class broadband services for small businesses is troubling because small businesses form the backbone of the United States economy.  Business-class broadband is becoming a necessity for businesses to compete in the global economy.  Businesses need guaranteed bandwidth to provide mission-critical services.  Without access to reasonably priced business-class broadband services, small businesses in the United States risk falling behind the global competition.  Indeed, the Federal Communications Commission has recognized the potential role that small business access to broadband can play in the country’s economic recovery and job creation efforts, as well as the challenges faced: “Broadband enables faster acceleration, small business to function like large enterprises.”
  However, “[m]any small businesses don’t have connectivity sufficient for new opportunities, like cloud computing.”
  The Commission likewise recognized that “small business” is the correct institution to promote broadband connectivity in order to achieve the national priority of “economic opportunity.”
 

Simply put, small businesses may not be in geographic areas that meet the technical definition of “underserved” or “unserved,” but these businesses are effectively underserved and unserved nonetheless from a competitive and needs-based perspective.  For example, cable companies largely ignore the small business market, and instead focus on residential consumers.  Even in urban and suburban locations, this leaves most small businesses with only one broadband provider available, and as a result they are more likely to pay higher prices for a more limited range of services (often consumer-class services).  These higher prices and limited services severely limit the ability of these smaller businesses to grow, create jobs and continue to innovate.  Moreover, business customers often have specialized requirements (e.g., data security, quality of service, or fulltime reliability) that effectively preclude the use of non-wireline alternatives.  

Small businesses are the single largest catalyst for economic growth and job creation in the United States, a goal specified as a separate and co-equal objective within the national broadband funding program under the Recovery Act.  As such, Covad urges NTIA to provide separate infrastructure funding categories sufficient to promote all of the national policies established by Congress in the Recovery Act -- including, in particular, funding that will lead to the more widespread availability of business-class broadband services in all geographic areas of the country.  Thus, broadband infrastructure projects that can be shown to target small businesses should be eligible for Recovery Act funding.  For ease of administration, Covad proposes defining such projects as any projects that offer less than a DS3 (45 Mbps) service to businesses.  This definition recognizes that DS3 and higher services are generally purchased by larger businesses, but provides reasonable headroom for small businesses to grow their bandwidth needs as the bandwidth requirements for applications (e.g., video conferencing, tele-health, large file transfers) increase.

III.
Conclusion

The United States needs broadband competition to achieve universal broadband access at reasonable prices and the best possible speeds.  Additionally, as the Recovery Act appropriately recognizes, targeting broadband support for small businesses that will cycle the benefits back into the economy through expansion and hiring represents a key foundation for creating jobs and rebuilding the economy.  NTIA should ensure that this stated objective of the Recovery Act is fully served by ensuring that infrastructure projects that support small business connectivity will be eligible for funding in the second round of BTOP.
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