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Reality Check

Á Americans have a voracious appetite for broadband

Á Wireless data usage is exploding (smartphones); 230 million 
wireless users in the US

Á Wireless data growth pressuring wireless AND wireline 
networks

Á Industry consolidation in the rural sector (Fairpoint, 
Frontier, CenturyLink)

Á Higher competition in high-population density low-cost 
areas

Á Lower competition in low-population density high-cost 
areas

Á Traditional implicit subsidy for high-cost areas largely 
eroded

Á Payment for use of the network at risk

Á Technology out-pacing present regulations
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ÁFederal activity casting doubt on 
future role and timing

ÁLack of consistency regarding 
telecom regulation

ÁLegislatures increasingly active 
on telecom reform issues

ÁRegulatory parity still not a 
reality for most ILECs

ÁSupport for high-cost rural areas 
increasingly at-ǊƛǎƪΤ άŘƛƎƛǘŀƭ 
divideέ
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Todayôs Telecom 

Environment
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Major Federal Items Under Consideration

ÁNational Broadband Plan
ÁBroadband Expansion

ÁUniversal Service Reform

ÁIntercarrier Compensation Reform

ÁBroadband Adoption

ÁbŜǘǿƻǊƪ wŜƎǳƭŀǘƛƻƴ όάbŜǘ bŜǳǘǊŀƭƛǘȅέΤ ά¢ƘƛǊŘ ²ŀȅέύ

ÁPossible Legislative Activity

ÁPrivacy Issues

ÁSpecial Access

ÁBroadband Stimulus Funding
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× Pressure on existing 
regulated revenues

× Competitive issues and 
consumer price tolerance in 
competitive markets

× Incumbent carrier of last 
resort (COLR) obligations

× Escalating demand for 
affordable and faster 
broadband in highest cost 
markets 

× Long-term view of what the 
individual states need to 
achieve their 
telecommunications goals

Changes and the Reality of 
Rural Economicsé

ÁWhile many forces are 
changing our industry, one 
ǘƘƛƴƎ ǘƘŀǘ ƘŀǎƴΩǘ ŎƘŀƴƎŜŘ ƛǎ ǘƘŜ 
cost characteristics of serving 
rural areas

ÁDistance coupled with lack of 
density are key cost drivers

ÁBringing broadband to 
remaining rural areas adds 
additional costs

Implications for Universal Service
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Wire Center Boundary

Service Locations

Central Office

Sweet Springs, Missouri Investment Overview
Distance and Density Drive Costs

Wire Center 

Total Lines Served 

1,077

122 sq. mi.

Investment per Line

$6,610 

City Center

Lines Served

138 per sq. mi.

Investment per Line

$2,650

Outside City 
Center

Lines Served

2.4 per sq. mi.

Investment per Line

$17,960
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Pitfalls to Avoid

ABNORMALLY HIGHER CONSUMER COSTS: 
Disproportionate monthly service rates that 
may force many citizens in rural areas either 
off the network or push broadband services 
out of their reach.

EMPLOYMENT IMPACTS: Stymied economic 
development efforts that are dependent on 
new and expanding telecommunications 
services and may result in job losses in the 
sector.

PRESSURE ON BROADBAND INVESTMENT: 
Rural telecom providers are working to 
bring broadband service ςand the 
economic stimulus that goes with it ςacross 
their service areas. Inadequate network 
reimbursements by carriers that still use our 
network will hamper this investment.


