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Broadband, a term often misused 
as a synonym for Internet ac-
cess, properly refers to a high- 

performance network capable of deliver-
ing many kinds of services. A properly 
designed broadband “digital road sys-
tem” can deliver not just telephone, TV 
and Internet access but also a wide vari-
ety of government, institutional, business 
and residential services, such as virtual 
private networks (VPNs) for business 
and home-based work, business and per-
sonal videoconferencing, telemedicine 
and telehealth services, movies and video 
on demand, K–12 and higher education 
distance learning, work-from-home and 
business-from-home services and many 
other new and still emerging services.

The current business model for sell-
ing broadband is an anachronism that 
evolved in the early 1990s with the in-
troduction of dial-up Internet access. At 
that time, there was little more available 
on the Internet than e-mail and a few 
text-based Web pages, and selling band-
width “by the bucket” worked fine. For 
something like $20 per month, subscrib-
ers got a “bucket of bandwidth” defined 
by some upper limit on that bandwidth, 
such as 14,400 bits per second or 56,000 
bits per second. The by-the-bucket busi-
ness model is simple: If users empty the 
bucket, the service provider refills it – and 
keeps refilling it every time it empties. 

As the Web evolved to include video 
and audio, and as new services such as 
VoIP became available, more bandwidth 
was needed to support these uses. Broad-
band was and still is sold by the bucket, 
but the bucket is now larger, with the 
DSL bucket typically advertised as 
something like .5 to 1 Mbps and cable 
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modem service typically promoted as 
2 to 5 Mbps. We are still buying band-
width by the bucket. 

The BuckeT Model is Broken
This business model is fundamentally 
broken. There is no way to fix it. The 
business model of selling bandwidth by 
the bucket is difficult for customers be-
cause a company makes the most money 
if its customers do not use the service 
at all. Providers make the least money 
if customers like the service and use a 
lot of it. This approach is upside down 
from most other businesses and leads to 
odd behavior by providers, causing them 
to punish or even disconnect customers 
that use too much of the service.

In discussions about changing the 
business model, providers, communities 
and government leaders often present, 
or are presented with, just two choices:

• Leave everything to the private sector 
• Have the local government sell retail 

triple-play services in direct compe-
tition with the private sector.

The private-sector solution is what 
most communities and regions have 
now. The resulting high cost and lack of 
variety of broadband services available 
has hobbled economic development,  
especially in rural areas.

The second solution, local govern-
ments selling retail telecom services, has 
been tried in a few communities with 
mixed but generally positive results – 
that is, prices decline and services im-
prove. But because local government 
does end up competing directly with the 
private sector, this approach can be dif-
ficult to pursue.

A third option combines the best 
features of both policy approaches: The 
owner/operator of the telecom infra-
structure uses an open-access, service-
oriented business model. This approach 
allows many service providers, offering 
many different services, to share a single, 
high-performance broadband network 
to deliver those services. The owner/ 
operator of this kind of network could be 
an incumbent service provider, a com-
petitive service provider, a community- 

The current broadband business model is  
fundamentally broken. Under this model,  

a company makes the most money if its 
customers do not use the service at all.
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owned enterprise or a municipality. In 
the majority of cases, however, open-
services networks have been owned and 
operated by municipal utilities.

This approach is very similar to the 
way roads are managed: Governments 
build and manage roads but don’t own 
or manage the businesses that use those 
roads to deliver goods and services. In 
this third way, there is true competitive 
pricing among competing service pro-
viders, and little or no government regu-
lation is required.

The tremendous versatility of the 
Internet and its underlying technolo-
gies now allows services that used to re-
quire their own, separate (analog) road 
systems – voice telephony and TV – to 
be delivered alongside services such as 
Internet access on a single, integrated 

digital road system. 
If we managed overnight package 

delivery the way we manage telecom, 
UPS and FedEx would deliver packages 
only to residences and businesses where 
they had built private roads for their ex-
clusive use. We recognize immediately 
the limitations of such a business model. 
Few of us would have overnight package 
delivery to our homes because the small 
number of packages delivered would not 
justify the expense of building a private 
paved road. 

Before the rise of the Internet, digital 
networks were built largely by the private 
sector. As broadband has become critical 
to commerce and economic development, 
communities with digital roads have be-
come more competitive globally.

Why open Access Works
Open access works primarily because 
its business model – many services 
and many providers using a shared in-
frastructure – completely changes the 
underlying costs, revenue potential and 
income potential for the network. 

Incumbents say they cannot make a 
business case to build fiber everywhere, 
and that they find making a business 
case to provide fiber in rural areas es-
pecially difficult. Open-access, third-
way networks use a completely different 
business model that does not have the 
limitations of existing incumbent busi-
ness models.

The business model is fundamentally 
different because multiple providers share 
a single network rather than building 
their own networks. Building multiple 

Access And MAinTenAnce
•	 roads: Historically, roads have been built and main-

tained for the use of all, especially private firms that 
want to use them to deliver goods and services. 

•	 Telecom: Duct, fiber and wireless sites and towers 
can be built and maintained by the community or a 
neutral owner/operator for the use of all, including 
private firms that want to use them to deliver goods 
and services.

•	 roads: Access to the community road system is pro-
vided via parking lots and driveways built by prop-
erty owners, developers and builders. 

• Telecom: In the digital road system, access across pri-
vate property to the network in the public right-of-way 
is provided by duct, fiber and wireless systems built by 
property owners, developers or builders. Residential 
and commercial developers can install duct and turn 
it over to the community or the owner/operator to 
maintain, just as they build sewer lines, water mains 
and roads and turn them over to the community.

services
•	 roads: Local government uses roads only to deliver 

government services and does not offer such ser-
vices as overnight package delivery. 

• Telecom: Local government uses the digital trans-
port system only to deliver government services. 
Government does not offer such services as Internet 
access or VoIP. 

• roads: Private-sector businesses use roads to de-
liver goods and services. Because businesses do not 
have to build and maintain roads, all businesses ben-
efit by being able to reach more customers at lower  
expense. 

• Telecom: Private-sector businesses use the digital 
transport system to deliver goods and services. Be-
cause businesses do not have to build and maintain 
private digital road systems, all service providers 
benefit directly by being able to reach more custom-
ers at lower expense. 

Fees
• roads: Anyone may connect to the road system for 

free. Governments pay for road maintenance largely 
from fees imposed on users of roads. Fees from taxes 
on tires and gasoline are proportional to use.

• Telecom: Fees for network connections are modest 
or nonexistent; any qualified service provider may 
connect to the digital road system and begin to offer 
services without any significant capital expense. Net-
work operators recover capital and operating costs 
by charging service providers fees based on their in-
come from services offered over the system.

The third way creates a single, shared broadband infra-
structure capable of transporting any service any cus-
tomer wants to buy.

The Third WAy TelecoM inFrAsTrucTure  
is siMilAr To The TrAnsporTATion inFrAsTrucTure
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networks to each customer only increases 
costs. Sharing a single network reduces 
costs for all providers and users.

The business model is also different 
because the network is designed to sup-
port delivery of dozens or hundreds of 
services, each paying its fair share of use, 
rather than just two or three services us-
ing a no-growth, flat-rate fee structure.

design principles For open-
Access neTWorks
In the 20-plus years since the first com-
munity broadband networks were be-
gun, we have had the opportunity to ob-
serve a wide variety of public and private 
efforts to expand broadband services in 
communities. 

Some of these projects have encoun-
tered obstacles. For example, the UTO-
PIA project in Utah was somewhat un-
fairly made the poster child for “failed” 
open-access networks. Over the past 18 
months, new management at UTOPIA 
has made numerous changes, and the 
project reported in April 2010 that it had 
15 service providers on the network, in-
cluding multiple TV providers, and was 
achieving take rates of 30 percent to 45 
percent in new service areas. Lessons 
learned from other projects include

• Too-small market spaces. Some com-
munities starved their projects by not 
raising enough money to connect 
enough customers to meet financial 
and take-rate goals.

• Overreliance on grant funds. Perhaps 
the most common problem is relying 
too heavily on grant funds without 
planning for the day when the proj-
ect has to generate enough revenue 
to pay bills without grant support.

• Lack of planning. Some community 
projects used the “field of dreams” 
model and skipped the necessary busi-
ness planning and financial modeling 

needed to keep a project on track over 
the first three to five years.

• Poor technical design. The network 
architecture has to match and sup-
port the business plan. Using net-
work equipment designed for closed 
institutional networks can lead to 
service provisioning and network 
management problems. Open access 
requires the right network design 
and equipment that supports open 
access to multiple providers.

The nine principles described here 
reflect the best practices and lessons 
learned from many projects across the 
United States. 

It is important to note that these net-
works are inherently network neutral: 
Because all providers pay the same rates, 
using a public (open) rate chart, the ap-
proach achieves network neutrality with-
out the need for extensive regulation.

• Universal Access: Every home and 
business should have access to the 
same level and quality of service. 
This has become an economic de-
velopment imperative as more and 
more people work and learn from 
home. Regardless of where they live, 
customers need equal access to the 
same network capacity and level of 
services. It is also a market space is-
sue: By planning to connect every-
one, the network operator can ag-
gregate the largest possible demand 

for services, which, in turn, attracts 
service providers.

• Geographic Equality: Every area of 
a served region should have the same 
level and quality of service. Residents 
and businesses of cities, towns and 
rural areas of a served region should 
have equal access to network capac-
ity and services.

• Level Playing Field: Every service 
provider, small and large, should be 
able to play by the same rules. The 
1984 and 1996 efforts to reform tele-
com have not entirely succeeded in 
creating equality of competition. We 
need as little regulation as possible 
so that innovation is not stifled and 
small and large firms can compete 
fairly for customers.

• Public/Private Partnerships: Tele-
com, because it relies on the use of 
publicly owned rights of way, is in-
herently a public/private partnership. 
Local government should collaborate 
with private-sector telecom providers 
to create a regional digital road sys-
tem. An owner/operator, whether it 
is a community enterprise, a private-
sector provider or a local government, 
builds and maintains the digital road 
system, and private-sector businesses 
use those roads to sell goods and 
services directly to their customers. 
Regulation is minimal, and govern-
ment does not compete with the pri-
vate sector.

• Fiber and Wireless: Neither fiber 
nor wireless alone is a complete so-
lution for all needs. Wireless is es-
sential for mobile access to voice 
and Internet services, but it is not a 
business-class solution and will not 
support long-term economic devel-
opment goals. Fiber has the capacity 
to support any high-bandwidth ser-
vice that users need. 

Some early community broadband networks 
encountered problems because best practices  

had not yet been established. Two decades later, 
we can learn from their experiences. 

Incumbent providers that open their networks  
to support many providers and many services  
can actually enjoy higher revenue and income 

than is possible with the old, closed,  
triple-play business model. 
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• Multiservice Networks: Multiser-

vice open networks create true com-
petition and lower prices. For each 
category of service – telephone, TV, 
Internet access, telemedicine, video 
on demand – multiple service pro-
viders offer different service pack-
ages and bundles at a variety of price 
points. The shared approach makes 
this easy to implement, encourages 
innovation in service offerings and 
lowers the price of telecom services. 

• Symmetrical Bandwidth and Man-
aged QoS: Upstream and down-
stream capacity should be equal, and 
networks should provide managed 
quality of service (QoS). Most current 
broadband systems restrict upstream 
data capacity to a fraction of the 
downstream capacity. These limits 
on customers choke off economic de-
velopment, entrepreneurial activities 
and work-from-home opportunities. 
Without the ability to provide man-
aged QoS, reliable business-class ser-
vices cannot be offered. This becomes 
especially important with respect to 
support for home-based businesses 
and work-from-home jobs.

• Unlimited Bandwidth: Every home 
and business should have the capac-
ity to use or provide any service, 
regardless of location. The network 
should be capable of delivering any 
amount of bandwidth to any site in 
the community. 

• Decentralized Design: High-perfor-
mance networks designed to support 
locally attached services are more re-
silient and resistant to system failures, 
natural disasters and cyber attacks. 

roles and participants
• Service Providers: An incumbent 

provider that opens its network to 
support many providers and many 
services can actually enjoy higher 
revenue and income than is pos-
sible with the old, closed, triple-play 
business model. A second option for 
both incumbent and competitive 
providers is to collaborate to build 
a community or regionally owned 
high-performance network to every 
residence and business, thereby re-
lieving providers of the very high cap-
ital expenses that they have indicated 

they cannot afford. This allows them 
to offer their existing services on the 
new shared network at extremely low 
cost and also to reach new custom-
ers they cannot afford to reach using 
their existing business models. 

• Application and Content Provid-
ers: Specialized application, service 
and content providers can connect 

their servers and services directly 
to local high-performance networks 
and dramatically reduce or eliminate 
the cost of backhaul. This allows 
them to offer high-quality services 
and content, such as hosted business 
applications, data backup, IP-based 
security and movies on demand, at 
lower prices.
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• State Governments: State gov-

ernments can help encourage and 
support the development of the 
inter-community, or middle-mile, 
networks that provide regional re-
siliency and redundancy. A state can 
also provide a revolving loan fund 
to support the development of local 
and regional open-access networks. 
By taking a small, negotiated equity 
stake in these networks in return for 
start-up financial capital, states will 
enjoy a new stream of revenue that 
can be used to expand buildout or 
contribute to the general fund.

• Federal Government: The federal 
government has a role in support-
ing the development of very-high-
performance interstate fiber routes. 
The federal government can also 
accelerate local buildouts by provid-
ing financial support for early-phase 
planning and some limited access to 
start-up funds. Little or no regula-
tion is required because network 
neutrality is built into the third-way 
business model.

• Local and Regional Governments: 
Local governments and regional 
consortiums, such as authorities, 

joint municipal agreements and co-
operatives, play key leadership roles 
in getting these new networks built. 
Ownership options are plentiful, and 
local leaders do not have to take on 
direct management or ownership 
responsibility. Time-tested, reliable 
ownership and governance models 
such as authorities and co-ops, or 
support for incumbent conversion to 
the open-access model, can accelerate 
buildouts without unduly burdening 
local officials and without requiring 
the use of tax dollars to build these 
networks.

Why The Third WAy Works

legAcy ApproAch The Third WAy

Basic  
concept

Three separate services (voice, 
video, data) with little or no sharing 
of network infrastructure.

Very high efficiency achieved by end-to-end automated 
service provisioning. All providers share capacity on a 
single high-performance network.

owner/operator  
involvement

Network owner/operator decides 
where and when to offer services. 
Some areas get little or no service.

Owner/operator provides universal access to all locations 
and transport to any service provider at published rates. 
Owner/operator provides high-performance digital road 
system that benefits all public and private users. Buyers 
have a rich set of choices.

governance
Owned by a private company. 
Community must accept whatever 
services are offered.

May be owned by local government, a private-sector firm 
such as an incumbent provider, a community enterprise 
such as a broadband authority, or a cooperative. 
Wide variety of services sold by many private-sector 
companies on the network.

competition
Little or none in most areas. Cartel-
like pricing keeps prices high.

Level playing field creates robust competition. Service 
providers compete, driving down costs and providing 
great service to win customers. 

service  
options

Limited. Providers typically offer 
only triple play.

Unlimited. Low cost of market entry and high level 
of service automation attracts service providers and 
encourages innovation.

revenue
Limited by low returns on just a few 
services. 

Unlimited. Revenue is directly linked to demand. As 
demand rises, increased revenue provides income to 
maintain the network and increase capacity.

service Area  
expansion

Limited to high-density population 
areas. Rural areas at a structural 
disadvantage.

Unlimited. Expansion is completely supported by 
revenue sharing. Open-services networks can become 
financially sustainable relatively quickly.
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• Institutional Users: Institutional 

network users are a key to the success 
of the third way. Aggregating demand 
by creating a single, large, unified 
market space is necessary to provide 
the financial incentive for service 
provider competition. It is critically 
important that K–12 schools, col-
leges and universities, state agencies, 
public-safety agencies and health care 
facilities not create separate private 
networks restricted to a small set of 
specialized users and locations. Ironi-
cally, private institutional networks 
raise prices for other users in the com-
munity, especially the business sector, 
by removing major anchor tenants 
and bulk buyers from the market 
space. Institutional users play a criti-
cal role in the development of these 
networks by committing to buy ser-
vices, and they can achieve substan-
tial cost savings by using VPNs to 
meet their own institutional needs. 

• Long-Haul and Middle-Mile Pro-
viders: Many areas of the country 
lack good fiber routes in and out, in 
part because the lack of market ag-
gregation makes reaching a critical 
mass of local traffic t oo expensive for 
middle-mile and long-haul provid-
ers. But local open-access networks 
aggregate demand into a single large 
pool of buyers, creating the financial 
incentive for private-sector invest-
ment that will solve backhaul and 
middle-mile access issues. This can 
dramatically reduce the financial 
burden on state governments and the 
federal government.

• Businesses: Businesses will see dra-
matic reductions in their telecommu-
nications costs; third-way networks 
already in operation in the United 
States, such as nDanville, The Wired 
Road and UTOPIA, are achieving 
rate reductions of up to 70 percent 
for some services, such as Internet 
and voice. Entrepreneurs and start-
up businesses will have more capital 
to invest in the core business and in 
job creation, rather than in business 
overhead.

• Citizens: Broadband services are 
transforming work and family life, and 
one of the biggest changes brought by 
the Internet is the ability to work from 

home, either part time or full time. In 
fact, running businesses from home 
is now common. For citizens to take 
advantage of this change, the broad-
band network operator must be able 
to deliver business-class services with 
symmetrical bandwidth and guaran-
teed QoS to any location, residential 
or otherwise, on a third-way network. 

Increasingly, workers and business 
people are making relocation deci-
sions based on quality of life and af-
fordable broadband availability, and 
rural communities with great quality 
of life can breathe new life into their 
downtowns and neighborhoods if 
business-class broadband services are 
available everywhere.  BBp
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