A Huge Disappointment
Say it ain’t so, Joe! Now that I’ve dug into the fine details for the stimulus NOFA issued by RUS and NTIA my reaction is one of massive disappointment. My biggest gut reaction to the NOFA is that it ought to be relabeled as the Incumbent Protection Act of 2009. I can’t believe that this is the government’s first stab at launching a new nationwide broadband policy. 
Bad Policy. Some of the policies promoted by the NOFA are just bad policies. One would have hoped that the stimulus funding would have been used to promote real broadband and to solve real problems. 

Definition of Broadband. Adopting the FCC’s definition of broadband is a joke. We are past the time in the Country where we should be having any discussion about broadband in terms of Kbps. This NOFA highlights the weakness of our government leaders who will not publically acknowledge that DSL and cable modems are already obsolete technologies. Consider the following quotes from some of the chief technology officers of the largest cable companies:
In May 2008 the Chief Technology Officer of Charter Communications said, “ISP traffic is increasing at more than 50% every year. So it is not far-fetched to see 100 Meg products becoming the norm in 5 or 10 years, and we expect our customers will find exciting ways to use that capacity.”  In the same interview, the Chief Technology Officer of Comcast agreed, “For the short term, 100 Mbps is a marketing advantage – in the longer term, who knows? People didn’t need 1 Mbps when we started delivering it.” 


The goals of the NOFA are paltry when we should be promoting 100 Mbps connections for homes and business. It is extremely bad public policy if a dollar of this money gets spent to build a wireless network that can deliver only 2 Mbps (a goal that gets extra grading points in qualifying for the grants).  


Technology Neutral as being applied in the NOFA means that money will be spent to build networks that will be inadequate and obsolete on day one. For example, this money can be spent on Wi-Fi and DSL. As a nation we need to be promoting fiber or any other technology that will still be relevant in 10 to 20 years. If tax dollars are going to be used to build broadband, then we ought to be building the best type of broadband available, and everybody knows that is fiber for most applications. 
Real Broadband for the Places that Need It. Rural areas are already second class citizens when it comes to broadband. For an example of this look at Qwest. Qwest has DSL products in all the major cities with advertised speeds of up to 20 Mbps. However, in the smaller suburban and rural towns throughout the Qwest area speeds are capped at closer to 3 Mbps for the best products. The residents and businesses in these rural areas need broadband as much as the people in urban areas, and this NOFA does not allow any spending in areas that only have 3 Mbps DSL. This money should be allowed to bring competition to these small towns of under 20,000 that comprise a whole lot of American geography. These are the county seats and business hubs that are the economic centers of the rural areas. Unbelievably, this NOFA would allow someone to build fiber all around a rural hub town and yet not spend a penny in the town. 
The NOFA Does Not Promote the Broadband Solutions the Country Needs

Rural Economic Development. The NOFA has stated goal of promoting rural economic development. However, the practical consequences of the rules are such that almost no economic development is going to result from this funding. Everybody knows that economic development in rural areas happens in the hub towns, in places like the county seats. The NOFA cannot practically be used to fund broadband for any town that already has DSL or cable modem service today. 
We already know from experience that fiber aids rural economic development. Look at the example of Bristol Virginia Utility (BVU). 
BVU has been able to build an extensive fiber network throughout seven very poor counties in Southwest Virginia. The network was funded through funds from the EDA and the Virginia Tobacco Commission. This digital infrastructure has brought fundamental changes to Southwest Virginia. Recent media reports stated that the build-out had brought 1,220 new jobs to seven coal-producing counties, with more than $50 million in new private investment and $37 million in annual payrolls. Specifically, Russell County attracted two of the nation’s largest knowledge-based companies – CGI Inc. and Northrop Grumman Corporation. In 2007, both companies located multimillion dollar facilities in the Russell Regional Business Technology Park. New industrial parks are also under construction in Buchanan and Tazewell counties – the Poplar Gap and Bluestone projects, respectively, to be served by BVU OptiNet. Getting CGI and Northrop Grumman to the region had a huge impact on the area and brought in 700 new jobs with average salaries of $50,000 in a region where the existing average salary here is $24,000 to $27,000.
Unfortunately, this NOFA is not going to promote the kind of networks that BVU built in Southwest Virginia.
Needs of Businesses. The NOFA and the federal government have never recognized that businesses today need much more broadband than residences. One big aspect of rural economic development that seems to be overlooked in the NOFA is that rural areas want to keep existing businesses from leaving. Keeping existing jobs is as at least as important of an economic development goal as attracting new businesses. CCG Consulting has interviewed thousands of rural businesses about their broadband needs and we find the same story everywhere in the US. CCG has found, from talking to businesses that they want to do the following things:

· Transmit large data files

· Use VoIP

· Constantly transmit data offsite for disaster recovery

· Conduct multiple simultaneous video conference streams

· Be able to train employees at home without sending them to remote training centers
· Cloud computing - connecting to remote centralized computers that reduce the problems associated with maintaining large numbers of PCs. 
The DSL, cable modem or T1s that many businesses can buy today will not support these functions. Businesses care about upload speeds as much as download speeds and they are universally restricted by inadequate upload speeds. Businesses everywhere need real broadband, and unless we make this a nationwide priority we are crippling our ability to compete. We should have a nationwide policy of bringing 100 Mbps to large businesses, business parks and business districts. 
The Incumbents Got What They Wanted
I get the most heartburn from the NOFA by seeing the influence of incumbent lobbyists throughout the NOFA rules. They have done a very good job of making sure none of this money gets used to compete against them. It’s interesting that the NOFA promotes open access for networks built with the funds, yet avoids plain old-fashioned competition. That’s just what our country needs – open access in rural areas instead of broadband competition where people really live. 
Following are some of the major rules that had to be written by the incumbent lobbyists:

· The rules make it nearly impossible to compete with an area that has existing DSL and cable modem service.
· The definition of an underserved area is so restrictive that hardly any places in the Country are going to be counted as underserved. 
· One of the tests for an underserved area is the availability of a 3 Mbps advertised speed. This is a joke and I expect that one day after issue of the NOFA that every incumbent market in the Country now has an advertised 3 Mbps product, regardless if one is actually available. Any broadband user already understands the difference between advertised speeds and actual speeds. 

· Incredibly, the incumbent providers get a seat at the table and have an opportunity to critique and try to reject every application. 
· With RUS funding, a grant request that wants to serve even one census block that is non-rural, non-remote or underserved becomes eligible for only a 50% grant from RUS rather than an 80% grant.
· Grant requests for middle mile routes cannot POP at places with existing broadband. This encourages building fiber to nowhere instead of where it is needed.
· The RUS grant rating scale gives 10 extra rating points for any system capable of delivering 20 Mbps. This happens to be the top speed today of DSL. Amazingly, wireless systems are given the same 10 points for the ability to deliver 2 Mbps. The NOFA was supposed to favor faster technologies, yet does not award the maximum rating points to fiber, and instead allows DSL and wireless to gain the identical technology points on the grading scale.  
Consequences of these rules. My guess is that the RUS and NTIA are going to have a hard time giving away the money with these restrictions. Once one gets into the fine points of the rules, the ability to make a meaningful grant request gets harder and harder. 
The way these rules are written this money is most easily used to bring broadband to tiny isolated rural pockets. This will be nice for people in these areas, but this is not going to bring real economic development to rural counties. 

The open access requirements will drive away many commercial applicants.
The rules make it nearly impossible to put together a large enough service area to support a sustainable business plan. The NTIA money can’t serve any census blocks that is not underserved. The RUS money will only allow up to 25% of the service area to not be underserved (and then offer only a 50% grant funding). As a company that has probably produced more business plans than any other consultant, I see these rules as favoring existing broadband businesses to use these funds to add on small rural pockets of customers. It’s hard to envision this funding will aid many new start-up business plans, including municipal start-ups. 
Count me as very disappointed.
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