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Independent telcos were among 
the first companies to deploy fiber 
broadband in the United States; a 

few adventurous companies began their 
FTTH projects at about the turn of the 
century. By March 2012, BroadBand 
Communities had identified 622 inde-
pendent telcos that have deployed or are 
preparing to deploy fiber to the prem-
ises. In addition, as numerous surveys 
have documented, many independent 
telcos that do not yet have specific plans 
to deploy fiber hope to do so in the fu-
ture. A technology once at the “bleed-
ing edge” has become mainstream very 
quickly.

New CompaNIes, New aCtIvIty 
Since BroadBand Communities’ last 
independent telco census in October 
2011, the number of telcos with fiber 
deployments grew by 37. (The actual 
number of additions was slightly higher 
because several companies were removed 

as a result of mergers and acquisitions.) 
Some of these additions were well-estab-
lished deployments that did not come 
to our attention until recently, but most 
were new. Significantly, the new addi-
tions were not broadband stimulus grant 
recipients, though a few received subsi-
dized loans from the Rural Utilities Ser-
vice broadband loan program. The fact 
that new companies are moving forward 
with FTTH despite regulatory uncer-
tainty and the lack of grant funding is 
encouraging.

However, the addition of new telcos 
to the list no longer represents the bulk 
of this sector’s investment in FTTH. 
Rather, most telco activity comes from 
continuations of fiber rollouts begun in 

earlier years. 
Though some companies appear to 

have stopped deploying fiber after their 
first pilot projects, many others continue 
to increase their FTTH footprints year 
after year as funding becomes available. 
Quite a few even seek new CLEC op-
portunities after they finish deploying 
fiber to their traditional service areas. 

The broadband stimulus program 
accounts for a significant amount of 
FTTH deployment. After frustrating 
delays in grant awards, releases of funds 
and fiber shipments (still an ongoing 
problem), most broadband stimulus 
projects are now under way. The bulk 
of the last-mile stimulus funds was 
awarded to independent telcos, and 
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this funding will generate a substantial 
amount of FTTH deployment through 
2015. There is also still a considerable 
amount of deployment activity outside 
the stimulus program. 

the FUtURe oF Ftth FoR telCos
The longer-term future of FTTH de-
ployment by this sector is in doubt. The 
FCC recently changed its approach to 
supporting rural telecommunications. 
The agency’s new rules (which, like its 
net neutrality rules, manage to make 
nearly everyone unhappy) aim to make 
broadband more widely available. If 
they succeed at that, they will certainly 
benefit rural residents who now struggle 
with dial-up or satellite service. How-
ever, the rules discourage investment in 
solutions such as fiber to the home.

Rate-of-return regulation, the model 
used for rural telcos, is criticized by 
economists for encouraging “gold-
plating”; regulated companies have an 
incentive to spend more than they need 
to because their revenues are pegged to 
their expenditures. Rural telcos’ invest-
ments in fiber to the home have been 
cited as classic examples of gold-plating. 

However, although even the benefi-
ciaries of rate-of-return regulation rec-
ognize that it rewards inefficient deci-
sions, they disagree that investment in 
FTTH is inefficient. Proponents of ru-
ral FTTH argue, first, that fiber has a 
much longer economic life than copper 
or wireless technologies and costs less to 
operate and maintain and, second, that 
technologies with lower initial costs will 
not achieve the public goal of boosting 
rural economic opportunity and will, 
instead, simply maintain or widen the 
digital divide. 

Nevertheless, the current economic 
and political climate seems unlikely to 
permit the degree of support for rural 
FTTH that has existed for the last de-
cade. To continue deploying fiber after 

their currently funded projects are com-
pleted, independent telcos may have to 
develop new approaches to reducing 
deployment costs, reducing operating 
costs (especially backhaul) and increas-
ing service revenues. 

what the NUmbeRs show
1. As noted in previous years, larger 

telcos are more likely to deploy 
FTTH only in new developments; 
smaller telcos are more likely to 
replace their aging copper plant 
with fiber or to overbuild nearby 
areas. 

Most of the largest telcos on our list – 
sometimes called Tier 2 telcos – includ-
ing Fairpoint, Frontier, TDS Telecom 
and Windstream, have greenfield-only 
fiber deployment policies. (Frontier’s 
large FTTH network came with its 
purchase of Verizon assets; in addition, 
TDS Telecom has built FTTH in a few 
towns where it faces stiff competition.) 
Large telcos that are overbuilding their 
own or others’ territories with fiber, such 
as SureWest and Cincinnati Bell, tend to 
be metropolitan rather than rural. 

In other words, most of the fiber-to-
the-home upgrades outside metropoli-
tan areas are being done by smaller, or 
Tier 3, telcos, both ILECs and CLECs. 

2. The great majority of independent 
telcos that build fiber networks 
are incumbent providers or 
subsidiaries of incumbents. 

Of the independent telcos deploying 
fiber, 86 percent are incumbent carriers 
that are either replacing old copper plant 
with fiber, building fiber to new devel-
opments in their service areas or over-
building towns near their service areas 
where they have name recognition – or 
some combination of the three. In most 

what is an independent telco?
The companies discussed in this article are licensed providers of wireline 
voice services other than Verizon, AT&T and CenturyLink. They are regu-
lated in the United States as ILECs (incumbent providers), CLECs (competi-
tive providers) or both. Most are rural providers, many of them coopera-
tives or small, family-owned businesses, set up 50 or more years ago to 
offer telephone service in regions not covered by the Bell system. A smaller 
number came into existence after the Telecommunications Act of 1996, 
some specifically to build fiber-to-the-home networks and others to serve 
businesses or to offer alternatives in underserved areas. Some CLECs began 
as resellers of incumbent services and evolved to become facilities-based 
providers. In addition, some cable operators that have CLEC certificates are 
included on the list. 

Today, many companies other than telephone companies deliver voice 
services and are functionally equivalent to CLECs. Although the telco cat-
egory has become less meaningful, telcos still exist as a historical and legal 
category, and the definition used here is consistent with industry usage. 

Excluded, to the extent possible, are telcos whose only involvement with 
FTTH is to deliver services over fiber access networks that they do not own 
and were not involved in building – for example, service providers on net-
works owned by municipalities or by housing developers. Also excluded are 
non-telephone companies, such as electric utilities, wireless ISPs and search 
engine giants, that became CLECs only after building FTTH networks.

Broadband stimulus funding will keep 
independent telcos deploying fiber to the home 
for the next several years. The long-term future 

looks considerably less certain. 
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states, they must form CLEC subsid-
iaries to move outside their traditional 
service areas, but they are classified here 
as ILECs even if their fiber-to-the-home 
networks are only in their CLEC areas. 

The remaining companies are pure 
CLECs (competitive carriers), many of 
which have no traditional geographic 
base. These companies seek promis-
ing territories to overbuild with fiber. 
A few of them build hybrid fiber-coax 
networks in some areas and FTTH net-
works in others. 

Many of the pure CLECs originally 
collaborated with housing developers 
to build networks in greenfield devel-
opments and master-planned com-
munities, but after the housing market 
peaked, some turned to overbuilding. 
A few, such as ComSpan USA and Hi-
awatha Broadband, adopted an over-
building model from the start. Others 
focus on serving small and midsized 
businesses. 

FTTH Network Builders by Type
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Figure 1: Most independent telcos that deploy FTTH are incumbents, though many of the incum-
bents are overbuilding nearby areas with fiber.
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Figure 2: In residential areas, the “triple play” of voice, video and data continues to be the standard 
offering.

Mobile backhaul over fiber has become an 
important service for independent telcos and 
may help improve the business case for FTTH.

The proportion of ILECs to CLECs 
has varied only slightly over the years 
we have tracked telco fiber builds, even 
as the total number of companies in-
creased by a factor of nearly 15. 

The typical independent telco serves 
a few thousand customers in one or 
two rural counties; however, such tel-
cos range from corporate giants to tiny 
cooperatives that serve a few hundred 
customers. Likewise, their fiber deploy-
ments range from more than 150,000 
homes passed to pilot projects with 
fewer than a hundred homes passed. 

3. The triple play of voice, data and 
video services is still standard, 
but offering additional services is 
becoming more common.

Even though video is a low-margin 
or even a zero-margin business for small 
telcos, it attracts customers and thus 
helps protect telephone and broadband 

revenues. Thus, about three-quarters 
of the independent telcos for which we 
have information sell video as well as 
voice and data services over fiber. (Many 
of those that do not offer video serve 
only business customers.) 

Beyond the triple play, the most 
common residential services are security 
monitoring, gaming and home automa-
tion; business services such as Ethernet 
LANs are also offered by telcos that have 
significant numbers of business custom-
ers. The home-automation market is 
expected to grow rapidly in the next 

few years as vendors introduce low-cost 
product offerings. 

Two important new services for fiber 
networks are mobile backhaul and me-
ter reading. In the last few years, as de-
mand for mobile bandwidth has grown, 
so has the demand for mobile backhaul 
capacity. A market forecast report by 
Dell’Oro Group projects that mobile 
backhaul market revenues will grow to 
nearly $9 billion by 2015. 

To meet the data demand generated 
by iPhones, iPads and similar mobile 
devices, national and regional wireless 
companies are upgrading their wireless 
backhaul from T1 over copper to Eth-
ernet over fiber. These upgrade projects, 
which started in metropolitan areas, 
have now reached rural areas. In the last 
year or so, most rural telcos have bid on 
contracts from wireless providers to run 
fiber to cell towers and backhaul data 
traffic to the Internet. 
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Fiber-based mobile backhaul has be-
come so ubiquitous a service that it is no 

longer considered noteworthy, and we 
do not try to track it. However, it has 

an important relationship to FTTH. 
Because many cell sites are in residential 
areas, serving cell sites entails placing 
a great deal of fiber very close to resi-
dences, which helps offset the costs of 
deploying fiber to the home.

Automated meter reading and other 
smart-grid applications are not yet 
widespread, but they, too, could prove 
important to the business case for fi-
ber. Electric utilities are now planning 
for a variety of smart-grid applications, 
of which the most basic and straight-
forward is meter reading. Rather than 
build their own high-capacity networks 
for smart grids, some utilities are dis-
cussing collaboration with telcos that 
have suitable networks. 

FTTH Technology Used 
Note: Some telcos use multiple technologies.
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Figure 3: Passive optical networks are far more common than active networks, but active networks 
continue to gain in popularity. Some telcos deploy PON to residential customers and active Ethernet 
to business customers.

telcos Building Ftth networks, By state
Iowa still takes the lead in the number of telcos deploying FTTH – not surprising, as Iowa has far more rural telcos than 
any other state. Minnesota and Texas are close behind, and there are current or pending builds by independent telcos 
in 47 states, the District of Columbia and Puerto Rico. Only Massachusetts, Delaware and Rhode Island are missing – 
and they are at the epicenter of Verizon’s FiOS build.
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One independent telco, Hancock 
Telecom in Indiana, went so far as to 
merge with a local electric utility, Cen-
tral Indiana Power, in large part to use 
its FTTH network as the smart-grid 
network. (The merged entity is now 
called NineStar Connect.) Other tel-
cos transmit meter data to utilities un-
der contract or simply make meter data 
available to customers to help them 
monitor their own energy use.

4. Most telcos use GPON technology, 
but active Ethernet is increasingly 
important.

Passive optical networks deployed 
today are all at the gigabit standard 
(with GPON deployments outnumber-
ing Gigabit EPON by about 12 to 1), 
and most of the older, pre-gigabit net-
works have been upgraded. Next-gen-
eration PON technologies, including 
10G GPON, 10G EPON and WDM-
PON, are now available in the market, 
but these have made little or no headway 
among independent telcos for service to 

The list of 622 independent telcos deploying  
FTTH can be seen online at www.bbcmag.com.

FTTH Electronics Vendors Used
Note: Some telcos purchase equipment from multiple vendors.
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Figure 4: Calix remains the leading electronics vendor in this market, with its market share increas-
ing after the acquisition of Occam.

residences and small businesses. 
At least eight companies have de-

ployed RFoG, a cable-friendly fiber-to-
the-home technology that was designed 
to operate within a DOCSIS network. 
Not surprisingly, the telcos that have 
adopted RFoG technology are those 
that already operate hybrid fiber-coaxial 
plant, and some are CLEC arms of cable 
companies. However, no new RFoG de-
ployments by independent telcos have 
been announced recently. 

Although passive optical networks 
remain the most popular choice, nearly 
one-third of independent telcos now 
use active Ethernet. About half of those 
have made a strategic commitment to 
active Ethernet, either to support an 
open-access model or, more frequently, 
because they believe active Ethernet has 
more bandwidth headroom. The rest use 
active Ethernet only in special cases – in 
sparsely populated areas where active 
Ethernet’s longer reach is an advantage, 
for business services or for other niche 
applications. 

About a quarter of telcos for which 
information is available use multiple 
FTTH technologies (most often GPON 
and active Ethernet). This option has 
become practical now that electronics 
vendors support multiple technologies, 
often from the same chassis. 

5. Several FTTH electronics vendors 
compete in the independent telco 
market. 

The majority of independent telcos 
purchase their FTTH electronics, and 
often their fiber management equip-
ment, from vendors that specialize in 
serving Tier 2 and Tier 3 telcos. These 
vendors are less likely to design equip-
ment for particular customers; rather, 
they supply equipment for a variety of 
use cases and help customers configure 
it to meet specific needs. 

When independent telcos first began 
deploying fiber a decade ago, nearly all 
of them used FTTH electronics from 
Optical Solutions Inc. (OSI). After Ca-
lix acquired OSI in 2005, it continued to 
maintain OSI’s lead in this market. With 
Calix’s recent acquisition of Occam Net-
works, its strongest rival in the Tier 3 
market, it can now count 72 percent of 
all independent telcos deploying FTTH 
as current or past customers. (Many of 
these customers have also purchased 
FTTH electronics from other vendors.) 

Most other electronics vendors have 
now withdrawn from this market. Some 
have gone out of business altogether, 
others have exited the FTTH access 
equipment business, and some no longer 
actively market their FTTH equipment 
to independent telcos. Besides Calix, 
the only FTTH electronics vendors that 
have recently announced customer wins 
in the U.S. independent telco market are 
ADTRAN, Zhone and Allied Telesis. 
Of those three, ADTRAN in particular 
has added a large number of Tier 3 telco 
customers in the last year. v


