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WHY ECONOMIC ANALYSIS?

The American Recovery and Reinvestment Act of 2009 (“ARRA”) provides $7.2 billion for projects related to broadband.  The Department of Agriculture, via the Rural Utilities Service (“RUS”), will distribute $2.5 billion.  The Department of Commerce will distribute $4.7 billion via the National Telecommunications and Information Administration (“NTIA”) by creating the Broadband Technology Opportunities Program (“BTOP”).    


In awarding ARRA funds to promote broadband service, policymakers will have to choose among a variety of competing proposals.  These proposals will differ in terms of the technology they employ, the total costs, the download and upload speeds associated with each service, the number of households covered, the number of jobs associated with the project, and other factors.  In short, policymakers will have to weigh the costs and benefits of supporting competing uses for the stimulus funds.  In such an exercise, economic analysis has much to offer.  

THE PROPOSAL


We propose to conduct an economic analysis to evaluate: 1) broadband availability on a state-by-state basis, 2) the demographics of unserved v. served areas in each state, and 3) options to provide broadband in unserved and underserved areas.  In evaluating options for areas with little or no service, our analysis will demonstrate the cost-effectiveness of specific solutions.  

With regard to broadband availability, we will show broadband service from the cable providers and local exchange carriers (DSL, as estimated by distance from the nearest central office).  In addition, we will show coverage for mobile services, including both voice and data (i.e., GPRS, EDGE, UMTS, 1xRTT, and EVDO).  We also will provide information on Wi-Max coverage (i.e., Clearwire).  With regard to the demand side of the market, we will provide all relevant demographic data (e.g., age, education, income, etc.).  We will analyze these variables at the Census block level and overlay this information on data for the supply of broadband service.  
In presenting this analysis, we will produce 50 coverage maps – one for each state – and a nationwide map, each accompanied by detailed information.  For example, we will show areas in each state with no broadband service and areas with one, two, three, and four or more providers, plus demographic data for each area.  We also will show the areas served by each technology.  

The organization of the data and maps will be sufficiently flexible to allow presentations that are relevant to policymakers and the general public.  To further make this analysis useful to such audiences, we will create a “Disparity Index” that will illustrate differences in education, income, etc. of those who reside in areas with no broadband service as compared to those who reside in areas with one, two, or more providers.  This also will be provided on a state-by-state basis.  As a result of this analysis, it will be easy to make important comparisons.  For example, the analysis might report:  “In Texas, 10 percent of the population has no access to broadband service.  On average, these individuals have two years less education and 20 percent lower household income than Texans who live in areas of the state with three or more providers.”   

Next, we will write a 20-25 page white paper that will review key technologies (cable, DSL, wireless) for providing broadband to unserved and underserved areas.  Special attention will be given to wireless technologies in the context of middle-mile projects such as wireless backhaul and last-mile projects such as the construction of towers.  The paper also will discuss the value of rules related to nondiscrimination for subsidy recipients (e.g., benefits of allowing multiple service providers on a shared tower).  

WHY EMPIRIS?
Empiris is among the leading telecommunications policy firms in the U.S.  We have worked with virtually every leading telecommunications provider and trade association on a wide variety of relevant projects, including spectrum auctions, net neutrality, and estimating the employment and growth effects of further broadband deployment.  Our experts are skilled in communicating highly complex theories and analyses in easy-to-understand terms and we are very experienced in representing clients before regulatory commissions and other governmental decision-makers.  As the name (“Empiris,” for “empirical analysis”) suggests, our analyses are fact-based and have a high level of credibility throughout the policy community.  
In addition, Empiris has specific expertise in the type of analysis required for this project, including the ability to combine data from a wide variety of data sets (American Roamer and other industry data bases, the U.S. Census Bureau, FCC and USAC data bases) using Geographic Information System (GIS) software programs.  Empiris has performed detailed analyses of voice and data availability from wireless and wireline providers in a wide variety of cases (e.g., before the FCC, which has cited its work, and before multiple state regulatory commissions).  Through the use of GIS software, Empiris is able to present the results of its analysis in the form of maps and summary tables, thus making the analysis easily accessible for policymakers (coordinating seamlessly with state-based mapping efforts, such as those conducted by Connected Nation).  The attachments in the accompanying email provide examples of our mapping capabilities.
  
In summary, Empiris has the team and the technology to provide the detailed level of analysis described above.  Our ability to conduct this type of analysis on such a granular basis, combine it with an understanding of the economic and policy arguments, and then effectively communicate the significance of this analysis, is unique.

