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By Steven S. Ross ■ Broadband Communities

In the weeks following the federal 
elections, one could be pardoned for 
thinking the country has gone bon-

kers. Neither the government nor Wall 
Street sees any urgency to spend much 
money on broadband wired access or 
other basic infrastructure, yet an enor-
mous amount of money has been re-
served, unnecessarily, for other activities –  
all in the name of job creation. 

At the annual Broadband Commu-
nities Summit and regional economic 
development conferences, BBC pushes 
broadband as a key not only to attract-
ing businesses but also to enabling them. 
Studies described in this issue confirm 
that broadband can do just that. 

However, government usually prefers 
to spend its economic development funds 
differently. A three-day series by Louise 
Story in The New York Times detailed 
how state and local governments com-
pete for factories, warehouses and even 
the use of their streets for movie location 
shots. For $80 billion a year, the country 
as a whole gets zero net new jobs, but lo-
cal politicians in the “winning” commu-
nities – the ones that cut school budgets 
and pension benefits to lure those busi-
nesses – get bragging rights.

Did New York City have to spend 
$24 million to help The New York 
Times build a new headquarters a few 
blocks from its old one? Would the 
Times have moved to Cleveland? 

Read the series and use the database of 
150,000 mostly dubious awards at www.
nytimes.com/interactive/2012/12/01/us/
government-incentives.html. 

(By the way, Ms. Story is a former stu-
dent of mine. While she was getting her 
M.S. in journalism at Columbia, she was 
also working toward her M.B.A. at Yale.) 

How much is $80 billion a year? 
Enough to pass almost every premises in 
the United States with fiber in two years. 
Precisely the same amount of money 
House Republicans said they’ll allow 
federal taxes to be raised in exchange for 
cuts in Social Security and Medicare.

The same week the Times story ran, 
Wall Street’s go-to guy for broadband, 
Craig Moffett of Sanford C.Bernstein, 
said on National Public Radio that 
landlines aren’t worth carriers’ while 
and that Verizon’s return on landlines is 
2 percent. That’s on Planet Wall Street.

On this planet, applying Broadband 
Communities’ financial model (free at 
www.FTTHAnalyzer.com) to the high 
end of Verizon’s cost range for passing a 
home with fiber ($600–$800) and im-
proving a customer’s in-home network 
($300–$700) suggests internal rates of 
return around 10 percent because fiber 
allows services that generate $150 per 
customer per month. 

That same day (December 6), the 
widely followed InfoWorld tech blogger 
Bill Snyder correctly noted carriers’ re-
vived interest in DSL as the quick, cheap 
alternative to fiber now that bonding 
and vectoring can get 100 Mbps from 
short, good-quality copper loops. Then 
he said we’ll never need gigabit service 
from Google or others anyway. 

Huh? Did he check to see what per-
centage of the nation’s copper is good 
enough for vectoring? DSL is at best a 
niche solution.

Into this miasma step former FCC 

chief Reed Hundt and National Broad-
band Plan author Blair Levin with a 
new e-book, The Politics of Abundance: 
How Technology Can Fix the Budget, Re-
vive the American Dream and Establish 
Obama’s Legacy, excerpted in this issue. 

They call for a federal infrastructure 
bank that would lend to all builders, 
public and private. Federal lending for 
students, mortgagees and so forth has 
not always been wise, but federal infra-
structure loans have had a very low de-
fault rate. The RUS default rate is tech-
nically zero.

Hundt and Levin outline actions 
President Obama can take and some ba-
sic new laws such as the infrastructure 
bank that could attract hundreds of bil-
lions of dollars of private capital. They 
say it would reduce the annual federal 
deficit by more than $100 billion, even 
without counting new tax revenue from 
more rapid economic growth.

FirstNet (hear more at our April 
Summit) is an example. Congress ap-
propriated $7 billion to build this 
national, interoperable public safety 
network, using existing infrastructure 
where possible.

Hundt and Levin propose multi-
plying FirstNet’s financial reach by 
converting its appropriation into loans 
or loan guarantees. In their words, 
“Growth leads to a balanced budget faster 
than a balanced budget leads to growth. 
…Only massive, immediate and continu-
ous private sector investment can lead to a 
balanced budget.” v

Who Has the Money  
For Infrastructure?
It’s time to direct government funds to infrastructure builders. 
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