
Introduction

In this report we invite our 
readers to consider what our 
society should ask of a huge 
corporation engaged in pro-
viding telephone and other 
kinds of telecommunication 
services to the communities 
in which it operates. What 
should be  the corporation’s 
role within those communi-
ties?  Does a company like  
Verizon exist primarily to ex-
tract every possible penny of 
capital from the community 
and return maximum profits 
and salaries to its executives 
and shareholders? That is the 
mantra of the past 30 years 
of free  market fundamental-
ism. 

I contend that with the global 
economy reeling from highly 
leveraged economic excess, it 
is time for a fundamental re-
set of the  terms and condi-
tions under which the Veri-
zon’s of the world operate.   

Such a reset would realize 
that is it more desirable for 
the overall financial well be-
ing and economic strength of 
our communities for a mega-
corporation like a Verizon to 
be operated along the lines of 
a staid utility of the types we 
had in the  1960s and 70s. 
One that is tightly regulated.  
One that is required to give 
details transparently to  the 
community and its regulators 
about its financial decisions 
and the reasons for them.  
One that is regulated, in 
short, as a utility.   Do the  
issues of rights-of-way and 
economics of fiber dictate 
that only a single set of facili-
ties to homes and businesses 
within the  community make 
economic sense? Is it in the 
interest of the inhabitants of 
such a community to control 
a company like Verizon as it 
would an electric or water 
utility or as it would road and 
highway systems? 
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Or should Verizon be owned 
and operated by the commu-
nity for the benefit of the 
people therein?  Does an all 
IP network  that is  run on 
open access fiber have fun-
damentally different econo-
mies of scale than a hundred 
-billion-a-year mega corpora-
tion run on the century old 
premise of telephone com-
pany command and control?

With the recent frenzy of 
market fundamentalism Veri-
zon has been able  to re-
assemble itself as an all-
encompassing monopoly in-
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In NJ, State Government Has Abrogated its Regulatory 

Responsibility Leaving Verizon to Act as Economic Predator



cumbent.  But what is worse 
is that it has succeeded in 
abolishing the local regula-
tory structures built up since 
the Rooseveltian New Deal. 
Instead it has established the 
kind of symbiotic relationship 
between New Jersey govern-
ment (and presumably the 
governments at of the other 
states in which it operates) 
that James K Galbraith de-
scribes in his 2008 book The 
Predator State.  

In his book Galbraith de-
scribes the emergence of a 
new class of corporate chief-
tains in the decade of the 
1980s.  It was a class that 
came to maturity in the 90s.   
His central chapter: The Rise 
of the  Predator State begins 
by asking what occupied the 
new class of corporate chief-
tains? In his own words: 
"What did the new class --. . 
. .  -– set out to do in political 
terms? The  experience  of the 
past decade permits a very 
simple  summary explanation: 
they set out to take over the 
state and to run it – not for 
any ideological project but 
simply in the way that would 
bring to them, individually, 
and as a group, the most 
money, the least disturbed 
power, and the greatest 
chance of a rescue should 
something go wrong. That is 
they set out to prey on the 
existing institutions of the 
American regulatory and 
welfare system."  p. 126

The language of such a 
summary may be rather 
shocking to the reader who 
may not be  familiar  with the 
analysis of Thorstein Veblen, 
expressed in his The Theory 
of the Leisure Class published 
at the  end of the gilded age 
of the 1890s.    According to 
Galbraith, Veblen wrote  that 
“predation is a phase in the 
evolution of culture, attained 
only when… the fight has be-
come the  dominant note in 
the  current theory of life.  
The relationship between 
those  who work and those 
who fight is a central distinc-
tion of organized society – 
and one  completely absent 
from the benign ideas of self-
organized social harmony 
that emerge from thinking of 
economics and society in 
terms of [rational] markets.”

Veblin described a society 
composed of two classes.   
The industrial orders are  the 
underlings of society and 
“they alone perform what in 
modern societies is called 
work.  Only for them there-
fore is it appropriate  to think 
of wages and salaries as 
compensation for the  drudg-
ery of toil. Those  who are 
higher up in the  pecking or-
der take a different view.”

The nonindustrial orders 
comprise  the leisure class 
about which Veblen wrote. 
Namely “warriors, govern-
ment, athletes and priests. 
Captains of industry are an 
outgrowth of the  warrior 

caste which explains the or-
ganization of much business 
along military lines.  The  lei-
sure classes do not work. 
Rather they hold offices. They 
perform rituals. They enact 
deeds of honor and valor. For 
them, income is not compen-
sation for oil and is not val-
ued mainly for the  suste-
nance it makes possible. In-
come is, rather, a testament 
by the community to the 
prestige  it accords the preda-
tor classes, to the esteem in 
which they are  held. It is a 
way, in other words, of keep-
ing score.”  

Under Nixon Galbraith finds 
that a progressive regulatory 
balance between what his 
father had written about in 
his The New Industrial  State 
and the politicians of society 
emerged.   However with the 
emergence  of the new class 
of corporate  chieftains in the 
late  70s and early 80s, “the 
basis for collaboration be-
tween comparatively pro-
gressive elements within 
business and a broadly pro-
gressive state tended to dis-
appear. Instead, business 
leadership saw the possi-
bility of something far 
more satisfactory from 
their point of view: com-
plete control of the appa-
ratus of the state. In par-
ticular, reactionary business 
leadership, in those  sectors 
most affected by public regu-
lation saw this possibility and 
direct to their lobbies – the K 
Street corridor – toward this 
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goal. The  Republican Party, 
notably in the House of Rep-
resentatives under Newt Gin-
grich and later Tom Delay be-
came the  instrument of this 
form of corporate control. 
The administration following 
the installation of George W. 
Bush became little more than 
an alliance of representatives 
from the regulated sectors – 
mining, oil, media, pharma-
ceuticals, corporate agricul-
ture  – seeking to  bring the 
regulatory system entirely to 
heel. And to this group was 
added another, overlapping to 
some degree, of equal impor-
tance: those who saw the 
economic activities of the 
government and not in ideo-
logical terms but merely as 
opportunities for private 
profit on a continental scale. 
Jack Abramoff became, for a 
moment, the emblem of this 
class.”  

“This is the predatory 
state. It is a coalition of 
relentless opponents of 
the regulatory framework 
on which public purpose 
depends, with enterprises 
whose major l ines of 
business compete with or 
encroach on the principal 
public functions of the en-
during new deal. It is a 
coalition, in other words, 
that seeks to control the 
state partly in order to 
prevent the assertion of 
public purpose and partly 
to poach on the lines of 
activity that past public 
purpose has established.  

They are firms that have no 
intrinsic loyalty to any coun-
try. They operate, as a  rule, 
on a transnational basis, and 
naturally come to  view the 
goals and objectives of each 
society in which they work as 
just another set of business 
conditions, more or less in-
imical to their free pursuit of 
profit. The assuredly do not 
adopt any of society’s goals 
as their own, and that in-
cludes the  goals that may be 
decided on, from time  to time 
by their country of origin, the 
United States. As an ideo-
logical matter it is fair to 
say that the very concept 
of public purpose is alien 
to and denied by the lead-
ers and operatives of this 
coalition.”  pp. 130-31

I contend that, given the pil-
lage visited on the  United 
States by the predator class 
and its captured state  appa-
ratus, it is now time, with the 
arrival of the new administra-
tion, that market fundamen-
talism  be buried and the in-
telligent principles of a new 
New Deal be resurrected.  

Mark  Cooper has been pub-
lishing many position papers 
that describe what must be 
done. As Mark recently said  
on arch-econ “Capitalism 
without bankruptcy is like Ca-
tholicism without hell. It lacks 
a sufficiently strong motiva-
tional device  to ensure good 
behavior. A lengthy analysis 
of the  collapse  of market 
fundamentalism in the  finan-

cial sector, including a discus-
sion of moral hazard ("Too 
Big to Fail") can be found at:
 
http://www.consumerfed.org
/pdfs/FinancialMarketReform
Report.pdf  See  also Broad-
band in America: A Policy of 
N e g l e c t i s N o t B e n i g n 
http://cyberlaw.stanford.edu/
node/6138

And finally: 
http://www4.gsb.columbia.ed
u/rt/null?&exclusive=filemgr.
download&file_id=70142&rtc
ontentdisposition=filename%
3DCooper.pdf

In the midst of the economic 
chaos of post-meltdown 
America it is nearly impossi-
ble for the average citizen to 
understand how predatory 
corporations like Verizon are 
abusing their relationship 
with his local government in 
order to run basic communi-
cation services.  These serv-
ices were judged a century 
ago by the  public policy proc-
ess in the United States to be 
vital components of economic 
development in the ways that 
the abuse their customers in 
order not to provide the best 
service but rather to extract 
the  most money from the 
customer and the community 
in which the customer lives.  
Only by understanding what 
is happening can we demand 
that the predation cease.

Only a  few what used to be 
called consumer advocates  
have survived the three dec-
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ades of market fundamental-
ism where government is 
presumed to be the  problem 
and not the solution.  We talk 
now with one such person 
who has spent the last 20 
years as an advocate for local 
cit izens against the un-
checked power of the  incum-
bent phone companies in the 
Northeast and in New Jersey. 
This lengthy discussion will 
catalog the abuses of Verizon 
as a Galbraithian predatory 
corporation from the  point of 
view of its operation in the 
state of New Jersey. Our 
premise is that until the  pub-
lic and its appointed policy-
makers understand what is 
being done to them there can 
be no corrective action taken.

COOK Report: Tom Allibone 
is Director of Audits for Tele-
truth.  Tom: introduce your-
self to our readers if you 
would.

Allibone:   I’m a former 
telephone company insider 
having started to work for 
New Jersey Bell in the 1970s. 
My involvement in the indus-
try has always been in tech-
nical marketing with an em-
phasis  on the  design of net-
works and telephone sys-
tems.   When the industry 
was broken up in 1984 I went 
to AT&T as a technical con-
sultant.  I left AT&T and went 
into my own private practice 
in 1989 where  I specialized in 
the area of forensic analysis 
of telephone bills.

COOK Report: Were you 
catching the same skepticism 
regrading industry develop-
ments that Bruce  Kushnick 
was getting around this time? 
What caused you to  go in 
that direction?

Allibone:   I was in the mid-
dle of an investigation that 
involved the improper de-
struction of billing records.   
My investigation led me to 
the Federal Communications 
Commission after exhausting 
my efforts locally trying to 
get the  New Jersey Board of 
Public Utilities to work with 
me.  As a result of going to 
the FCC I found my way in a 
roundabout way into what 
used to  be known as the  ac-
counting safeguards division.   
When I  explained to them I 
was investigating these billing 
issues, they were reluctant to 
help at first because they 
didn’t think they had jurisdic-
tion. They told me they 
thought that matters which 
were not either interstate or 
international did not fall 
within their purview.

But after I explained to them 
that, as a result of the break 
up every phone bill in Amer-
ica has an interstate compo-
nent and that I was, in part, 
investigating that component  
they agreed to listen, and 
after they heard my story 
they asked me: do you know 
a gentleman by the name of 
Bruce Kushnick?   I said no 
I’ve never heard of him.  And 
they said you two need to 

talk.  And of that is how we 
met.

COOK Report: Okay let’s go 
then to the  regu la to ry 
changes that happened in 
New Jersey and other states 
in the  late 1980s -- changes 
interestingly enough that 
started with New Jersey and 
were migrated by the  Deloitte 
Touche study to other states. 

Early 90s -- New 
Jersey Bell Aided by  
Deloitte BPU Study 
Gets Deregulated

Allibone: In the  1980s, be-
fore the breakup, regulation 
was done under rate of re-
turn. There was a very clearly 
established accounting struc-
ture  and the phone company 
was allowed to charge its 
customers for the cost of its 
service plus a small percent-
age profit. Every time that 
the phone  company wanted 
to introduce  a new service or 
a price  change they would 
have to  go through a rigorous 
process to  justify the pricing 
of those services based on 
their actual cost plus their 
allowed profit.  This is pretty 
much the way they had to 
operate for many many 
years.   That is until the ad-
vent of deregulation and the  
so-called competition was 
thrust upon us and life. all of 
a sudden. became much 
more inventive.  

THE COOK REPORT ON INTERNET PROTOCOL	 JUNE 2009

© 2009                   COOK  NETWORK CONSULTANTS  431 GREENWAY AVE.  EWING, NJ 08618-2711  USA                                   PAGE 4



Increasingly the phone com-
panies were allowed to shift 
to a new regulatory regime 
called “alternative regula-
tion.”  Under this regime, 
they were pretty much free 
to price  their services to 
meet their own needs with 
the assumption that since 
after all there was  competi-
tion.  They couldn’t go crazy 
or they would price  them-
selves out of their market.

COOK Report: How did 
they establish the argu-
ments that, if you just de-
regulate our services and 
free us from rate of return, 
we can be  more innovative, 
then offer more new serv-
ices,  without really needing 
to raise prices significantly 
since the costs of running 
the network, as things be-
came more digital ,was be-
ginning to decline?

The argument was made 
that they would make more 
money but they would take 
their increased income and 
invest in the infrastructure 
of each state  by moderniz-
ing the  system by means of 
installing fiber optics to the 
customers. Witness of 
course the De lo i t te & 
Touche fiber study that I 
remembered in 2006 as 
having read 15 years earlier 
while at OTA an 85 page 
execut ive summary of 
which I found in a rusty file 
cabinet in my basement.   
Within a  very few years 
back then, they promised 

the New Jersey Board of Pub-
lic Utilities that if it loosened 
its regulatory regime they 
would bring fiber to every 
corner and in doing so would 
make  New Jersey more com-
petitive  and increase the 
economic well-being of eve-
ryone in the state.  And of 
course when this came up in 
2006 in our discussions, it 

was painfully obvious that 
nothing had been done.

I did however remember 
reading at OTA in 1991 that 
the State of NJ was going to 
get fiber and found in my 
files the 64 page executive 
summary the first page of 
which is shown below.  I un-
derstand that that the BPU 
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has turned down your re-
quest for a copy of the com-
plete study on numerous oc-
casions, 

Allibone: Yes.  In a study 
paid for by NJ taxpayers De-
loitte explained to the regula-
tors that, by the installation 
of fiber in the network to re-
place all the copper, it would 
create a foundation for a 
modern productive telecom-
munications system for the 
state and its people for the 
21st century.   

On the basis of their under-
standing of the fiber technol-
ogy alone everyone in tele-
communications understood 
that eventually fiber had to 
replace copper. It was re-
garded as a  very expensive 
and long-term  task and it 
was suggested that it would 
not be complete in New Jer-
sey before the year 2030.   
One of the promises that was 
made at the time was that 
New Jersey Bell would ad-
vance the deployment of this 
fiber technology by 20 years.   
As a  result New Jersey Bell 
agreed in exchange for a 
more favorable regulatory 
regime to run 45 Mb sym-
metrical fiber throughout the 
entire state by the end of 
2010.

COOK Report: We’re getting 
there real fast now, aren’t 
we?

Allibone: That’s true  and the 
only fiber they’ve put in my 

township of West Amwell is  a 
strand or two to tie their 
switching stations together.   
Consequently they have an 
awful lot to do by the end of 
next year.   The planning in 
New Jersey was called Oppor-
tunity New Jersey and in this 
plan they said they would 
spend bil l ions of dollars 
above and beyond their nor-
mal operating cost of what 
they would have spent in 
maintaining the copper net-
work throughout the state.

COOK Report: And indeed 
the stated intent of the  dis-
cussions was that, with a 
change in regulations, they 
would indeed make more 
money but they promised 
that by building out the fiber 
they would invest the  addi-
tional income earned  by cre-
ating a superior telecommu-
nicat ions and economic 
commerce infrastructure for 
the state itself?  

Allibone: That is true.  Un-
der the new plan the  ceiling 
on how much profit they 
could make was removed in 
1992. It was done under the 
authority of a  document 
called the plan for alternative 
regulation one.  

COOK Report: So  the  idea 
of getting them out from un-
der the  terms of price regula-
tion  outlined in the  original 
Deloitte & Touche  study for 
New Jersey in roughly 1989-
90 was implemented in a 
somewhat changed form in 

1992 Did they change it yet 
again?

Allibone: Yes,  The Plan for 
Alternative  Regulation One 
and was replaced in around 
2002 by a Plan for Alternative 
Regulation Two. This first 
plan actually defined in dollar 
terms how much they were 
required to spend on infra-
structure in the state above 
and beyond business as 
usual.  Our research indicates 
that, as the years went by, 
under the first plan they did 
not spend the amount of 
money on infrastructure  that 
they were  legally obligated to 
do.  I think they were  re-
quired to spend $1.6 billion 
during these  years above and 
beyond expenses as usual 
and that they actually spent 
1.1 billion or some $500 mil-
lion less.

COOK Report: And when the 
state instituted “part two 
“what changed?

Allibone: The carrier was 
required to provide  the state 
Public Utility Commission with 
an annual infrastructure re-
po r t o f s o r t s . Read i ng 
through these reports it be-
comes pretty clear to me that 
what they proclaim does not 
match what is going on in the 
real world.   Because quite 
frankly even though they 
were granted this rate in-
crease  to enable them  to in-
crease their profits and 
thereby advance the deploy-
ment of their fiber network,   
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the record shows that they 
continued to fight the  re-
quirements coming out of the 
FCC after the 96 act.  

Those required them to share 
their new Facilities-based 
network through offering un-
encumbered network ele-
ments (UNEs) for resale  to 
competitors.  It seems they 
were especially reluctant to 
employ any kind of fiber that 
they might have had to 
share.  

COOK Report: If this ever 
came to trial in New Jersey, 
their lawyers would probably 
tell the  State of New Jersey 
that the reason they ignored 
their local legal requirements 
is their concern about the un-
fair requirements coming out 
of Washington that might 
have force  them to share 
their networks with competi-
tors?

Allibone: Quite  true. But it’s 
interesting to note that, while 
they stuck  to their tightly 
controllable copper, the cable 
industry did deploy a hybrid 
fiber coax  infrastructure that 
enabled them  to begin to of-
fer by 1999-2000 broadband 
service  that was vastly supe-
rior  to  Bell Atlantic’s  copper-
based DSL.  And not only in 
the New Jersey but in many 
other states around the coun-
try the cable  operators by 
going full steam  ahead ate 
the ILEC’s lunch while  they 
were playing regulatory poli-
tics in Washington DC. 

And before going ahead and 
talking about what happened 
when Verizon started rolling 
out FiOS, let me make an-
other point or two regarding 
the failed promises under 
Opportunity New Jersey.   At 
the time of the order in the 
state of New Jersey the tech-
nology that they were talking 
about was fiber to the curb.  

Buildout Promised 
Increased Revenue 
and Employment – 
The State Did Not 
Enforce

There were two other signifi-
cant promised benefits of the 
Bell Atlantic and then Verizon 
buildout.  The  first was that 
they promised that their pro-
ject would result in increased 
tax revenues for the State of 
New Jersey.  The second 
promised benefit was that the 
company itself would also 
increase its number of em-
ployees within the state. 

In giving Bell Atlantic what it 
asked for in Alternative Plan 
for Regulation version 1 in 
1992, the Board of Public 
Utilities of the state of New 
Jersey went out of its way to 
stress that it was granting 
the Bell Atlantic request and 
because the company had 
given reasonable assur-
ance  that acquiescence to 
the request would result 
in increased tax revenues 
for the state and in-
creased employment.  The 

BPU did leave the back door 
open by asserting that, if the 
plan did not work as adver-
tised, and the citizens of the 
State of New Jersey did not 
receive the promised bene-
fits, the  Board could reopen 
the order and force the com-
pany back under rate of re-
turn regulation.  

It sounded good but it didn’t 
happen.  They simply did not 
enforce their own regulation.   
The state rate  payer advocate 
in the second year of the plan 
took them publicly to  task 
and alleged that they were 
not meeting the requirements 
of the plan.   What she was 
able to do was not force them 
back under rate of return but 
rather get them to agree to 
bring fiber to  all New Jersey 
schools under a plan called 
Access New Jersey.  

She was satisfied at that 
point  that as a compromise 
they were willing to advance 
the deployment of fiber to all 
New Jersey schools . Of 
course you give the phone 
company in inch and they 
take a mile, because they 
then began to advance the 
position that Access New Jer-
sey, far smaller in scope, su-
perseded the original agree-
ment.

COOK Report: Would it be 
reasonable to say that under 
Christie Whitman, the Repub-
licans gutted the Public Advo-
cate’s enforcement opera-
tion? That certainly is my 
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memory -  and it seems to be 
the operational synergy be-
tween the predator Corpora-
tion and its  symbiotic rela-
tionship with Republican gov-
ernment.  

Allibone: I would say that’s 
not an unfair way to  charac-
terize it. Certainly they have 
not enforced any of the pro-
visions of the final order. 

COOK Report: I shall never 
forget Senator Doria’s cava-
lier attitude during the  March 
2006 hearing when Professor 
Simon Wi lk ie f rom USC 
documented the fact that 
these agreements existed 
and had never been enforced 
by the state only to be 
greeted with a statement well 
that was 15 years ago what 
you expect us to do about it 
now?   Again in my mind it’s 
another example of the sym-
biotic relationship between 
New Jersey government and 
the predator Corporation.

My very detailed summary of 
the charade may be  found at 

http://gordoncook.net/wp/?p
=6  Didn’t they abolish the 
Public Advocate?

Allibone: No it still exists, 
but its most recent appear-
ance  was hardly impressive.    
Recently Verizon petitioned to 
completely deregulate every-
thing.  And the  public advo-
cates claimed success in this 
case by getting Verizon to 
modify its petition  and leave 
primary residential lines and 
primary business lines as 
regulated services. But in re-
turn, in early 2008, they 
gave Verizon a roughly 75% 
increase in its rates to be 
phased in over the next three 
years.

Verizonsʼ Tax 
Obligations to NJ
Municipalities - The 
Business Personal 
Property Tax

COOK Report: What about 
your auditing then that the 
documents you’ve sent me 
relates to?   How did all that 

come to pass?

Allibone: A few years ago I 
was doing a lot of auditing in 
the small business field as 
well as working with munici-
palities in county and state 
government.  This also hit 
home with me because I live 
in Hunterdon County and  in 
West Amwell Township.   In 
2004 my township was hit 
hard with a substantial tax 
loss that prompted me to 
kind of poke around.  As it 
turned out, it was due  to 
something called the  Busi-
ness Personal Property Tax. 

This tax is levied against the 
infrastructure  of the tele-
phone companies in New Jer-
sey -- that is to say their 
telephone  lines, cables, poles 
ducts and associated physical 
equipment  - including the 
several hundred central of-
fices containing the  switches 
that process the  phone calls 
--   in other words the physi-
cal property on which their 
network  runs around the 
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state.  That equipment is 
considered to be the personal 
property of the phone com-
pany and is taxed just as real 
estate is.   The amount paid 
for all of these taxes is a pub-
lic record as is the amount 
paid for real estate taxes.

When I looked at the  per-
sonal property tax  paid by 
Verizon in my own township 
of West Amwell, I found that 
it was in the $15-$16,000 
range -- not a terribly sub-
stantial amount of money.  
This was a tax  on the value 
of all the network  infrastruc-
ture  of Verizon located 
within my township.    Be-
cause I know a bit about 
the cost of equipment 
and infrastructure what I 
found amazing was that 
the total value of  the 
equipment housed in my 
township was listed in 
the range of $800,000.  
This meant that they were 
paying less property tax on 
their infrastructure than 
some of the nicer homes in 
the township.

COOK Report: Does the 
state legislature research 
report that you have given 
me maintain that the intent 
of this tax is to establish 
that the private corporation 
that makes money from the 
citizens of the township pays 
a tax on the infrastructure 
that enables them to do that 
in the same way that resi-
dents are required to  pay 
taxes on the  homes that 

they own?

Allibone: Yes.  Now here’s 
the way it works.  Every mu-
nicipality receives a  very high 
level form called a PT-10 
once a year.  The form- 
shown below - is something 
like a W-2 form.

The form is sent at once  a 
year to each municipal tax 
assessor and the form states 
the value of Verizon’s taxable 
personal property in the 
township.  Each assessor 
then takes the townships 
municipal tax  rates and ap-
plies it to the value of the 
property as stated on the 
form.   Now this total per-
sonal property tax value for 
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each township is established 
not by the township’s as-
sessment of the phone com-
pany’s personal property.   
S u c h a n a s s e s s m e n t 
doesn’t exist.   It is estab-
lished in a dark room by 

whatever agreement is 
made between the New 
Jersey Division of Taxa-
tion and Verizon New Jer-
sey. 

COOK Report: Then this 
enables the local tax as-
sessor to say it’s out of 
my hands. I’m just doing 
what Trenton tells me to?

Allibone: I’ve  talked to a 
good many of them and, 
believe it or not, they’re 
actually rather unhappy 
with the administration of 
the law. They would like 
to have control of the 
situation and are not 
pleased that the matters 
been taken out of their 
own hands.  

COOK Report: So how 
has this evolved over the 
last several years? You 
showed me some evi-
dence  that sometime 
back the  total for the 
state of New Jersey was 
on the order of $140 mil-
lion a year and that this 
has been whittled down 
now about 75% and 
eventually, according to 
other documents you’ve 
given me, it’s going away 
ent ire ly – again the 
Predator Corporation.  

The State of NJ 
Unable to 
Question 
Verizonʼs 

Compliance with its 
Own Tax Law

Allibone: They are very clear 
that they will stop paying it. 
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I asked a lot of questions and 
eventually wound up at Veri-
zon’s tax office in Texas.   I 
had gotten the support of the 
Mayor and the West Amwell 
Township Committee to find 
out what was happening in-
side of Verizon.   Under the 
signature of the  Mayor, we 
went directly to the Board of 
Public Utilities and corre-
sponded with the President of 
the BPU a woman by the 
name of Jeannie Fox.   After 
some months we got a re-
sponse back that to me 
was shocking because it 
said that New Jersey’s 
Regulatory Authority did 
not have the expertise  to 
monitor what Verizon was 
doing and work with us on 
this issue.   Their basic job 
is to see that the compa-
nies they regulate are 
complying with New Jer-
sey State Law. But in this 
case lacking the expertise 
to do so, they sent us to 
the New Jersey division of 
taxation.   Ultimately, after 
a many month journey 
through the BPU and the  NJ 
Division of Taxation I ended 
up with the Verizon tax folks 
down in Texas.

I requested from them a 
physical detailed inventory of 
the infrastructure on which 
their personal property taxes 
and West Amwell Township 
were based.   They denied 
my request for this informa-
tion on the basis that it would 
be a lot of work and it was 
really unnecessary because 

they assured me they fully 
complied with New Jersey 
State Law and with all Fed-
eral rules and regulations. 
Now they did go  on to assure 
me that under the legislation 
Verizon does not depreciate 
to the original cost of the in-
frastructure by more than 
80%.  (See letter of June 19 
2007 on page 9 above.)
 
I have another article from 
Tom Getzendanner in Sum-
mit, New Jersey called the 
Forgotten Ratable: Telephone 
Poles. (See  page 10 above.) 
He  found out that the original 
cost of the infrastructure im-
plementation in Summit was 
$35 million. Verizon’s PT-10 
claimed that the inventory 
was worth 3 million.   What is 
important is not the year of 
the original cost but the 
amount of the original 
cost itself because under 
the State of New Jersey 
statute you are not al-
lowed to depreciate in 
value of the inventory on 
which you are paying the 
personal property tax by 
more than 80% and as 
you can see in this case in 
Summit they have depre-
ciated in at my more than 
90%.   This person docu-
mented that 20 years ago 
that Summit was receiving 
$242,000 in personal prop-
erty tax  and that it had 
dropped down now to under 
100,000. And he is asking 
why, if the inventory is being 
changed from copper to fiber 
which is a  much more valu-

able and productive infra-
structure, does the Personal 
Property Tax  not reflect this?  
(Editor – as we shall see be-
low likely because Verizon is 
turning itself into a  tax  free 
“information services” com-
pany with FiOS.)

I started this investigation  in 
the  2005-2006 time frame 
when we sent a letter off to 
BPU.   In the letter above you 
can see  that they are  almost 
bragging about the  fact that 
in 2007 and paid 47 million 
dollars in personal property 
taxes.  An impressive  figure 
but when I started my inves-
tigation I acquired another 
document that was passed 
out  as a  conference of may-
ors  then purported to be a 
complete list of the personal 
property tax that Verizon had 
paid municipalities in 2003  a 
total of about $65 million.  
You can see then a drop of 
about 30% between 2003 in 
2007 in the amount of money 
that Verizon has paid in per-
sonal property taxes in the 
state of New Jersey.  

PPT and the 51% Opt 
Out Clause

What has also become ap-
parent over the  past year is 
that the state statute on per-
sonal property has a provi-
sion that Verizon is interpret-
ing  to mean that, if they lose 
51% of a market share in a 
particular municipality, they 
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no longer have  to pay the 
Personal Property Taxes.  

I have provided you with a 
copy of the  research memo-
randum provided by the state 
office of legislative services 
to Assemblywoman Marcia 
Karrow of Flemington on Sep-
tember 5 of 2008.   As you 
can see on its last page 
above, the  memo takes the 
position that the legislative 
intent is  at odds with the Ver-
izon’s interpretation that if its 
wireline share  dips beneath 

the  51% threshold, such 
event means they pay no 
PPT.

The legislative services report 
to Assemblywoman Karrow 
on its  fourth and final page 
shown above states “the as-
sertion in the memo is a 
novel argument for which we 
find no support in the avail-
able legislative history to the 
1998 statutory changes. We 
are not aware whether the 
assertion has been made  in 
any local taxing district and 

we do not believe that the 
Division of Taxation has taken 
a position or made an inter-
pretation in such a case.  Our 
understanding of the above 
language in the legislative  
intent in 1998 was to de-
scribe  only New Jersey Bell 
(and the two smaller ilecs) 
and to grandfather their 
business personal property 
into the local property tax 
base. Any change in their dial 
tone  and Access/local ex-
change business after the 
1997 grandfathering was not 
meant to  change whether 
their property was or was not 
in the local tax base. An in-
terpretation that the lan-
guage was meant as an on-
going and currently neces-
sary condition to taxation 
likely would have been so 
stated in the full first clause. 

In addition we would assume 
that such an ongoing annual 
test would have had to pro-
vide for some statutory 
authority to allow a local tax 
assessor to measure  and 
audit the dialtone and access 
business of all carriers within 
the local taxing district. Oth-
erwise, the taxpayer in a tax-
ing district could unilaterally 
decide that they were no 
longer a  defined taxpayer be-
cause of their annual loss of 
competitive business or a 
competitor’s relative gain of 
business, the records for 
which might be  proprietary to 
their and their competitors 
businesses. I  hope this  back-
ground review is been helpful 
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and addresses your concerns. 
If you have any further ques-
tions on this matter please do 
not hesitate to contact me.”
I have to say that I find it 
pretty outrageous that Veri-
zon’s position is that competi-
tion is here in New Jersey 
and that they claim to be los-
ing 35,000 lines a month to 
“heavy competition”.  See 
http://www.newnetworks.co
m/Accesslines.htm

COOK Report: What percent 
of these 35,000 wind up with 
FiOS phone service while 
what percent wind up with 
Verizon wireless service 
which from the  point of view 
of the average member of the 
public is certainly the same 
overall corporation?  And, as 
staff counsel points out 
above, how can any tax 
authority say to the business:  

sure I trust you and take 
your unaudited word as the 
gospel truth?

Allibone: Precisely and 
there is no one except 
Verizon who has any 
means of val idating 
their assertion that, 
even if you accept these 
claims as legitimate, 
their line share is drop-
ping beneath 51%.

Is the Word of
 Verizon Credible? 
Ask the NJ State
Attorney General

When you think  about what 
credibility, if any, they have 
left in the State  of New 
Jersey, you need to  be 
aware of the March 19 
State Attorney General 
filed a class action lawsuit 
against Verizon for the de-
ceptive marketing across 
practices of the  kind that 
your son encountered last 
summer.

COOK Report: And for de-
tailed documentation of 

those  practices see my blog 
entries from last August

FiOS Hard Sell D2D in NJ 
Leaving Some Customers An-
gry and With Little Recourse  
http://gordoncook.net/wp/?p
=270  August 9 2008 and 

FiOS as an Information Serv-
ice - Deregulated - Conse-
quently We Have No Rights 
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http://gordoncook.net/wp/?p
=271 August 13 2008

I have  contacted the AG’s of-
fices with so  far no return 
phone calls but my intent is 
to make sure they under-
stand that Verizon’s treat-
ment of FiOS as an inde-
pendent company is put into 
the overall context of its 
complaints about loss of lines 
and its statement that it no 
longer needed to pay munici-
palities any personal property 
tax where  FiOS sales had 
been successful and it now 
had less than  51%  market 
share.

COOK Report: Tell me more 
about the nature  of the  At-
torney General class-action.

Allibone: I don’t have it 
right in front of me but one of 
the complaints I remember is 
that people who signed up 
were promised free high-
definition television sets 
within 6-8 weeks and never 
received them. I had done an 
investigation for a client who 
was entitled to one of the TVs 
but because  he was improp-
erly billed,  he fought the im-
proper billing and because he 
fought he  didn’t pay the bill 
and became delinquent and 
was told that he had lost ac-
cess to the promo because he 
didn’t pay this bill. 

Allibone: I invite you to 
think about this situation.  In 
this case when it suits its fi-
nancial interest, Verizon is 

saying that competition is 
very bad that it’s being hurt 
by competition and therefore 
does not need to pay taxes to 
the state  that have been re-
quired to be paid for decades.  
Verizon has said that in 1998 
it paid approximately $108 
million in personal property 
taxes in the state of New Jer-
sey.  Under the conditions of 
regulatory reform for which it 
lobbied with the assertion 
that competition would in-
crease employment in the 
s ta te and inc rease the 
amount of taxes the state 
collected, it now tells us that 
competition is proving harm-
ful to such an extent that, in 
the  case of this particular 
tax, it will soon not be obli-
gated to pay it at all.

We have in other words a 
situation where, the new re-
gime is causing municipalities 
lost tax revenue.  This lost 
revenue is occurring under 
the alternative regulatory re-
gime that was aggressively 
lobbied for by the carrier in 
1992 where it promised to  
install a  state  of the art fiber-
optic network  throughout the 
state --  one that would in-
crease  tax revenues  and one 
that would also increase em-
ployment in the state of New 
Jersey.  The carrier has ig-
nored its legal obligations 
and successfully defied 
the State of New Jersey to 
do anything about it.

None of these promises have 
been kept. After all the dust 

is settled not only is the fiber 
network not built, but we 
find that many of the em-
ployees that were alleg-
edly in New Jersey in real-
ity are not.

Carrier Tax Revenues 
Are Disappearing As 
Well as the Jobs the 
Carrier Promised to 
Maintain

The reason I know this is be-
cause of my municipal audit-
ing work  that I’ve done. For 
years I  have dealt with their 
account teams which were 
always based in New Jersey.   
Suddenly I found they were 
working out of Maine  and 
New Hampshire. In turn, the 
reason that we know this is 
that when Verizon, over a 
year ago, decided to divest 
itself of its northern New 
England operations and sell 
them to Fairpoint, the New 
Jersey-based account teams 
were terminated.   

Many of the municipalities 
and school boards with whom 
I have been working and 
know firsthand suddenly were 
no longer able to reach their 
account team representa-
tives.   When they called they 
would get messages to the 
effect that as of this date I 
am no longer with Verizon 
and you may find my re-
placement at a number that 
happened to be in New Eng-
land.
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COOK Report:   In other 
words, if a school board fi-
nance office person has a 
question about a  Verizon bill 
that person would call an ac-
count team counterpart to 
get it worked out.  But ap-
parently Verizon did a reor-
ganization as a result of 
which these  jobs were  ex-
ported to lower paid Fairpoint  
employees in Maine  and New 
Hampshire?   Fairpoint now is 
in trouble and on the verge of 
bankruptcy.   Where  do the 
school boards call to get their 
bills adjudicated?

Allibone: The school board 
and government account 
people are now based in At-
lanta Georgia. The folks in 
Atlanta Georgia who are  sup-
porting the New Jersey mu-
nicipalities and school boards 
on behalf of Verizon are actu-
ally MCI employees brought 
over to  Verizon after the 
merger.  They call themselves 
Verizon Business.   Because 
of what I have to do  in my 
day-to-day work, when I deal 
with these people, it is im-
portant that I know which 
version of Verizon they repre-
sent.   It turns out that not 
all of Verizon’s are the 
same.  I’m reading from one 
of their bills:   “Verizon long-
distance services are pro-
vided by MCI Communica-
tions Inc.” doing business as 
Verizon Business Services.   
And local service  is provided 
by MCI Metro Access Trans-
mission Services. LLC doing  
business as Verizon Access 

Transmission services.”

COOK Report:  No wonder 
their senior lawyer recently 
retired with a $10 million 
golden parachute.  It is   law-
yer heaven and just you try 
to audit their cash flow and 
expenses and any other fi-
nancials.  There is an implicit 
“dare”.

Allibone:  Exactly. The rea-
son this is intriguing and I 
am reading it to you off the 
fine  print is this happens to 
be involved with a  bill that I 
am negotiating on behalf of a 
school board to get that 
school board telephone serv-
ice from Verizon Long Dis-
tance.   The negotiations con-
tract, the proposal, in short 
every single  document was 
labeled only Verizon - until 
the bill came in. We now see 
all these fine details.  

COOK Report:   At one time 
was it the case  that if the 
school board had a  question 
it knew exactly what Verizon 
official it could call and that 
official would probably even 
be in the same township or 
certainly in the  same county 
within New Jersey?

Allibone: Absolutely.  As re-
cently as two years ago that 
school board could count on 
its Verizon account team  be-
ing located in New Jersey.   
Getting through would be an 
easy matter.   But before the 
merger, bills  were generally  
more accurate and the  school 

board had less difficulty in 
trying to reach their account 
people. Since the merger two 
years ago Verizon has not 
been able to render that 
school board a  single accu-
rate bill. 

COOK Report:  So they bill 
whatever they choose and if 
the school board doesn’t pay 
what happens?

Allibone: They threaten to 
cut off the service  for non-
payment.  In this particular 
case I’ve escalated it to the 
president’s office (Dennis 
Bone) and he doesn’t seem 
to have  the power or author-
ity to get the situation re-
solved. 

This gets a bit technical but I 
think it’s important to bring it 
into the record. With the 
merger of MCI into Verizon, 
the service that the school 
board had is the one that is a 
common type of service  for 
large corporations with lots of 
phone lines.   But these guys 
can not figure out the differ-
ence between a regular dial 
tone phone line, a POTS line 
(in other words what you 
have in your home or busi-
ness) from  a telephone num-
ber.  Now in the type of tech-
nology I am talking about, 
you buy blocks of numbers 
called Direct Inward Dial 
numbers.   These are known 
as DID numbers and the bill-
ing guys in Atlanta  for over a 
year now have applied a 
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regular POTS surcharge to 
these blocks of DID numbers.  
This particular school system 
had a block of 400 DID num-
bers and they were billed for 
a POTS surcharge on each of 
those numbers that should 
not have been applied. It 
turned out to  be an over-
charge  of about $900 a 
month.

They could not figure out how 
to fix the problem. Finally 
someone was able  to do a 
manual override to both bill-
ing systems to make the 
charge disappear.  Mean-
while, because the charge 
was so high, the school board 
was receiving dunning mes-
sages from another part of 
Verizon saying that if you 
don’t pay the  bill, you will be 
shut off, and these messages 
continue to the present mo-
ment.

COOK Report: In other 
words you finally educated in 
one part of Verizon how to 
properly bill for the  surcharge 
but at the same time even 
when they finally executed a 
manual override of the billing 
system, the fact of that exe-
cution has been apparently 
not been communicated to 
Verizon’s external billing op-
erations on behalf of this cus-
tomer?

Allibone: That’s a  fair way to 
put it.

COOK Report One has to 
wonder how many school 

boards just pass off this kind 
of the billing situation to the 
School and Libraries Corp and 
say “pay?”   Do they do that?   
Can that be an outcome?

Allibone:  Yes it can.  By the 
way, when these improper 
fees are tacked onto the bill, 
taxes get added that never 
should have been billed since 
the services never should 
have been charged for.   And 
the reason for this is  that 
school boards are tax ex-
empt; they are not subject to 
either state  or federal excise 
taxes. But when they get into 
the wrong part of Verizon’s 
billing systems, they are 
charged.  

This falls into the category of 
an FCC controlled surcharge.   
This surcharge, if billed in a 
legitimate business environ-
ment would also have been 
taxed.  In the case  of the 
school the surcharge should 
not have been taxed, but be-
cause of the way in which it 
was billed, taxes were  added 
on to the total.   You have a 
cascading effect here  of any 
improperly applied surcharge 
on top of which you get an 
improperly applied tax.   An 
improper charge triggers the 
application of the tax and the 
two together increased the 
bill with the  result that even 
higher taxes are  added and 
should not be there because 
the school is tax exempt.

Access New Jersey is 
Ignored by More 
Savvy School 
Districts

Allibone: If you look further 
at the situation you’ll see that 
many school systems which, 
in theory, benefit from the 
relationship with Access New 
Jersey find it more  reason-
able to try to install their own 
fiber to  connect their own 
buildings and avoid having to 
buy services from  the Verizon 
monopoly.

Note  that the  schools, of 
course, participate  in a uni-
versal services fund called 
the E-rate program.  Now eli-
gibility for the  E-rate program 
is based on a school district’s 
eligibility for the  federal sub-
sidized lunch program.   Con-
sequently, depending on 
where you are, your district 
may or may not be eligible 
for  significant E-rate  funds 
that come with a significant 
discount from the retail rate.

COOK Report: When Dave 
Hughes and I went to see the 
Ewing school superintendent 
about five years ago, he 
pointed out to us that the av-
erage income in Ewing was 
so high because of million-
dol lar houses along the 
Delaware River as opposed to 
hundred thousand dollar 
houses along Ewing’s border 
with Trenton that Ewing was 
eligible for very little in the 
way of the E- rate funding. 
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Consequently it was more 
advantageous to the district 
to lay some of its own fiber 
and buy Cisco voice over IP 
equipment for its telephone 
service. 

Allibone: that’s one kind of 
situation you run into  but 
you also run into situa-
tions where schools swap 
their E-rate eligibility with 
the other districts. A 
wealthy district will do a 
swap with a poor district 
to get the discounts that 
the poor district was enti-
tled to.

COOK Report: Can you 
document this?

Allibone: Not easily because 
of course  people  don’t talk 
about it openly. However, not 
long ago I was in a  wealthy 
school district where I was 
quite surprised to hear that 
they were  eligible for some-
where between a 28-35% 
discount on the  cost of their 
telephone  and Internet serv-
ices.  This was one of the 
highest discounts you can get 
and they explained to me 
that it was because they were 
using a lunch program from a 
different school district to 
justify what they were doing  
And for one reason or an-
other apparently the  other 
school districy was just not 
applying for the E rate dis-
count.  But let me tell you 
about the school districts use 
of fiber that I experienced.   
This particular school district 

did what it did because it was 
cheaper than buying services 
under Access New Jersey.  
Under ANJ fiber optics are 
supposedly deployed to every 
school district at no cost to 
the school district.  School 
districts were then told they 
could buy the old time divi-
sion multiplexed circuits at 
heavily discounted prices.  

I was amazed to see that 
even with the fiber deployed 
for free  and heavily dis-
counted ATM TDM circuits,  it 
was still cheaper for the 
school district to deploy its 
own fiber and run its own 
voice over IP applications on 
that fiber so that it did not 
have to  deal with Verizon’s 
predatory practices.  Now 
having said all this and 
watching them decide to de-
ploy their own fiber optics 
from school to school, they 
realized that they would have 
to attach the fiber to tele-
phone poles.   Consequently 
they found that Verizon col-
lected a tariff anyway in the 
form of pole attachment fees 
for the district’s privately 
purchased fiber.

COOK Report: And the 
predatory corporation is so 
huge with no incentives to 
hear complaints and bill 
properly that customers like 
this find themselves without 
recourse?   There is no one 
who can exert any author-
ity over them.

Deregulation 
Eliminates Tariffs and 
Leaves Customers at 
Mercy of the Predator
Allibone:  That is correct.  It 
used to be the case  that 
someone on the receiving 
end of this treatment could 
appeal to his or her local 
public utility commission.   
This is another important 
point to consider in evaluat-
ing the impact of all of this 
on their customers be they 
individual subscribers are 
small businesses or munici-
palities or school boards or 
even large businesses.

In the days when they 
were a regulated monop-
oly the state public utility 
commission had a lot of 
power over them.  I can 
remember back  in the 70s 
when I first started.  If I was 
unable to make customer 
happy, and that customer 
threatened to  go to the public 
utility commission because of 
my performance or my com-
pany’s performance, this was 
considered to be an ex-
tremely serious matter.   Now 
you can no longer even 
threaten to go to the  BPU be-
cause they no longer have 
any authority in most of this 
stuff because everything has 
been deregulated.

COOK Report: The only 
thing that is still regulated is 
a $20 month POTS l ine 
charge, correct?
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Allibone:  That’s right -- the 
single subscriber line for 
home or business.   And the 
next time they make a pass 
at it they will probably get 
that deregulated as well.

In the  old regulatory regime 
you would have a formally 
filed tariff that would have  all 
the terms and conditions of 
the service’s pricing.   What 
many people don’t realize is 
that a tariff is even more 
powerful than a contract.   A 
tariff has the  full force and 
effect of a law.

COOK Report: And so when 
you get rid of regulation 
you get rid of tariffs and 
you enable an environ-
ment between the carrier 
and its customers where 
the customers essentially 
have no legal protection?   
The feudal landowner in 
effect can make its own 
laws.  And to further their 
own predatory relation-
ships with the corporate 
power structure Wal l 
Street titans like John 
Corzine finance their own 
elections. New Jersey’s 
very own Theory of the 
Leisure Class.

Allibone: That’s correct.   
What used to be created 
by the carrier and formally 
filed with the regulator as 
tariffs are now created by 
the carrier and called 
service guides and handed 
as fait accomplis to the 
customers.   These service 

guides lay down the terms 
and conditions that are so 
one-sided that I contend they 
can be legally interpreted as 
contracts of adhesion.   The 
situation under which we are 
currently operating is one 
where most customers do not 
understand the difference 
between the rights that tariffs 
gave them and the  rights of 
basic business contracts, 
which rights can very greatly, 
depending on the  company 
with whom they are dealing.

The service guides are in ef-
fect what the customers now 
have as “contracts.”  One ex-
ample of the conditions with 
which they are  faced is a 
statement like “you, the cus-
tomer, by paying the bill, ac-
knowledge that all charges on 
the bill are correct.” Of course 
all charges are likely not cor-
rect but if you try to dispute 
them and you don’t pay the 
bill, you may find you have 
no service.  Other typical 
language says that if you do 
not bring a billing dispute to 
us within 90 days, then 
charges are deemed to  be 
correct.   And there is  lan-
guage about binding arbitra-
tion.  What we don’t find is 
language about a subscriber 
being harmed to the  point 
where a  representation of 
consumer fraud could be 
maintained.

COOK Report:  And there 
are boundless ways for peo-
ple to  abuse the system. As 
you saw in my basement in 

Mrach 2006 I  have the hun-
dred pair terminal on the 
basement wall with 50 pairs 
wired and an unknown num-
ber of them live.  The termi-
nal installed in April 1995 by 
Bell Atlantic was left un-
locked.  Three years ago you 
and I tested the terminal with 
a five dollar Wal-Mart phone 
to see if there was dialtone. 
There  was dialtone indeed 
and, if I were an unscrupu-
lous person, I could go down 
to my basement hook into 
that terminal and make calls 
anywhere in the world that 
would appear on someone 
else’s bill. This is another 
gaping hole like that broken 
phone pole  a couple hundred 
meters down the street from 
my house, (see pages 27-28 
below), a hole that Verizon 
had evidently has no incen-
tive to  fix.  

Allibone:  That’s true  and in 
the picture you just painted, 
that hundred pair cable  is 
feeding most of the people on 
your street and probably 
many people blocks away  
and it is absolutely correct 
that anyone with access to 
that terminal and who is will-
ing to break the  law could  
tap into any of those lines 
and get a free ride. I have 
conducted many investiga-
tions where someone gets a 
phone bill and says I did not 
make  these  calls and, man, 
that customer better be a te-
nacious because most of the 
time the  phone company will 
take a hard line, beat the 
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customer up and force  him  to 
pay the bill very likely stating 
that the customer must have 
made the  call because after 
all it was on the customer’s 
private line.   Most customers 
have no idea about the pos-
sibility of what is known as a 
bridge tap which is the tech-
nical term for the situation 
you just described.

The Competition 
Smell Test
COOK Report: so where 
does this take us vis-à-vis 
the effort with the cable fran-
chise tax and the effort to get 
rid of the personal property 
tax entirely because  of al-
leged competition? 

Allibone: Let’s start with 
their interpretation that once 
they lose 51% of the wireline 
connections in a municipality, 

they can rely on that statute 
to bail them out so  that they 
never have to pay taxes on 
their network infrastructure 
to that town again. They 
claim that due  to  alleged 
competition they are losing 
35,000 lines a month. My 
preliminary investigation into 
this area shows that their al-
legation doesn’t even meet 
the basic smell test. I  cannot 
think of any municipality in 
the state of New Jersey  
where Verizon could’ve possi-
bly lost over 50% of the 
market share.

One must ask  them how they 
are coming up with the num-
bers?   We must point out 
that no  one has verified how 
they are doing their account-
ing.

COOK Report: Are there any 
numbers on the  part of the 

MSO’s, Comcast for example 
that state how many people 
have taken their telephone 
service?

Allibone: Numbers are very 
sketchy.  When they feel safe 
that they are not giving up 
any competitive information 
about what is  going on, they 
will release a few numbers.  

COOK Report: they being of 
course Comcast because only 
Comcast has its  numbers? 
They are not after all re-
quired to report them to the 
Board of Public utilities or 
presumably to the  FCC in 
Washington.

Allibone:  That’s right.   
Even if Comcast is making 
some inroads into  the resi-
dential market place, their 
penetration into the business 
marketplace is very rough.   
If my business depended on 
good rock solid POTS service 
I’d be very skeptical about 
putting those eggs in to  a  ca-
ble TV basket.

COOK Report: Does anyone 
have statistics on wireless 
provider market share  in the 
state  of New Jersey? How 
much for example is Verizon; 
how much AT&T; how much 
T-Mobile?

Allibone: I am not aware of 
useful carrier specific statis-
tics or whether the Board of 
Public Utilities in Newark 
would have them. I am not 
certain but I think if they do, 
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the BPU will most likely treat 
the information as proprie-
tary.  Regardless, you may 
have some trouble getting 
any details out of the  BPU.

Bruce Kushnick has spent 
some time trying to rip the 
al leged “35,000 l ines a 
month lost” apart and find 
out what it really means.    
Our conclusion is  they are not  
counting the lines that had 
gone to Verizon Wireless. And 
that they are also not count-
ing lines that were  no longer 
needed when people adopt 
Verizon DSL service.   See 
http://www.newnetworks.co
m/Accesslines.htm  But 

most significant is the fact 
that we believe they are 
counting the  lines that have 
been lost to Verizon FiOS be-
cause Verizon FiOS is sud-
denly considered to be a 
competitive company.

The first Verizon FiOS clue 
surfaced when I attempted to 
intercede on your son’s be-
half last August after he  had 
his problems with the  door-
to-door FiOS salesman in 
July, I felt that the best ap-
proach at that time was to go 
directly to Dennis Bone’s of-
fice.  His picture appears 
above.

I had worked with one of his 
governmental affairs guys  in 
the past on some other very 
critical cases and had some 
good results.  He was recep-
tive  enough to take my e-

mail and respond but what 
I’m getting at is what he said 
in his response.  He said that 
that he would like to help us 
but that your son had 
switched to a competitor 
and therefore he was 
powerless to do anything.   
Now, if I were willing to  give 
him your son’s phone  num-
ber, I was told that they 
would at least try to call your 
son to find out if they could 
win him back. 

As I  understand it, your son 
was approached by a door-
to-door salesmen represent-
ing himself as a marketing 
agent for Verizon FiOS.   He 
agreed to take the triple play 
for a  promised contractually 
binding reduced price. How-
ever when the bill came in 
the price was far higher than 
he had been led to expect.   
As a  result he  decided that he 
wanted to go back to his 
original set up because the 
Verizon FiOS representative 
had told him that Verizon was 
not willing to  stand by what 
the  outsourced commission 
based salesman contracted 
for.  Because he’d followed 
your advice and insisted that 
the copper line  not be taken 
out he  could in theory at 
least go back.   However the 
FiOS people refused to rein-
stall his copper service.
COOK Report: That is cor-
rect.  He had no phone serv-
ice at the time, not even a 
cell phone and if he wanted 
service he was told FiOS 
could be turned up immedi-

ately.

Allibone: And if you put two 
and two together you will see 
that when the  POTS line side 
of Verizon lost your son to a 
so-called competing company 
named Verizon FiOS, Verizon 
FiOS in effect is treating itself 
as a CLEC. In other words 
what Verizon was telling me 
that in losing your son to its 
FiOS operation it was losing 
your son to a  competitor and 
therefore his POTS phone line  
is counted amongst the al-
leged 35,000 lines a month 
Verizon was losing and would 
move  them one line closer to 
being able  to stop paying 
Personal Property Taxes to 
Bordentown, New Jersey.

It would seem that when it 
suits its purpose is to do so, 
Verizon treats FiOS as an in-
dependent entertainment in-
formation services company, 
but to the average  person 
and, one would hope, that to 
the law it is  still part of the 
overall Verizon Corporation.

COOK Report: Is there any 
independent verification? I 
suppose we are required to 
trust Verizon’s reporting?

Allibone: No verification at 
all.  Verizon claims in public 
statements to be facing com-
petitors all over the place  but 
never identifies the competi-
tors themselves. I have how-
ever one other independent 
piece of verification that it is 
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representing FiOS as a com-
petitor when it suits its pur-
pose to do so.  

Another clue surfaced when I 
was talking with a Verizon 
employee who was working 
on one of my projects. The 
employee mentioned that 
many of his fellow Verizon 
employees received a  benefit 
called a concession telephone 
plan that is free or nearly 
free telephone service.  Some 
employees would like  to sub-
scribe  to FiOS to get the TV 
and high-speed Internet 
parts of the service.   How-
ever they were told if they do 
that they lose their telephone 
concession service.  Why did 
they lose it? Because they 
were told Verizon FiOS is a 
completely different com-
pany -- namely that FiOS 
i s a n e n t e r t a i n m e n t 
broadband company that 
provides an unregulated 
information service.  

COOK Report: Of course, 
while everything is  kept un-
der the  same roof, everything 
is also rigged to  avoid any 
accountability or responsibil-
ity. It reminds me of what 
you said about the school 
board’s billing situation where 
instead of being handled by 
their local people they are 
now sent to former MCI em-
ployees in Atlanta Georgia.  

Allibone: Exactly.

Bone Enlists the 
Legislature and the 
League of 
Municipalities to 
Overthrown the PPT

COOK Report: So where  do 
we go from here about the 
League of Municipalities ap-
parently being willing to ac-

cept Verizon’s refusal to pay 
the personal property tax  an 
action which of course hurts 
those municipalities.  

Allibone: As you can see 
from the document of the 
Trenton-based lobbyists  call-
ing themselves the Govern-
ment Process Solutions LLC, 
Michael Turner is alleging that 
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“due to increased compe-
tition and strained mar-
ket conditions, the cost 
of communications prop-
erty has steadily declined  
over the  years and is no 
longer a stable tax base 
that New Jersey munici-
palities can depend on, . 
. . the Municipal Revenue 
Restoration Act proposes 
to replace  the current 
funding system with an 
expanding sales tax. . .” 

COOK Report:  I also 
see the following on GPS 
website: In 2006, The 
Star-Ledger, New Jer-
sey’s newspaper of re-
cord, characterized Mr. 
Turner as being “on the 
business side of nearly 
every high-pitched envi-
ronmental battle  in the 
state.”  It seems to me 
like a good recommenda-
tion for Verizon but not 
for the welfare of the  citi-
zens of the state of New 
Jersey.

I would certainly like to 
find out the relationship 
b e t w e e n M i c h a e l P. 
Turner and  Verizon but 
in the meantime, thinking 
about what you said, the ar-
gument of Verizon is clear.  
We loose  lines by adding to 
the FiOS side of our business 
on which lines we pay no 
taxes because we chose  to 
rely upon our unaudited 
statements of alleged compe-
tition and loss of market 
share in New Jersey munici-

palities. And the lobbying ef-
fo r t s o f th i s f r i end-o f-
business Michael Turner offer 
the legislature a very nice 
predatory solution that shifts 
the tax burden from Verizon 
to its  customers.  Namely 
pass a sales tax on all video 
services that, according to 
Turner’s astro-turf efforts, will 

more than replace lost reve-
nues from the Personal Prop-
erty Tax.  Two different ap-
proaches that are pointed 
toward the same conclusion. 
Verizon charges whatever it 
wants, engages in deceptive 
marketing practices for FiOS 
in order that it can claim 
competition and pay less 
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taxes and the merry game of 
predatory extraction of reve-
nue continues

I’m wondering how many of 
the executives of Verizon  
New Jersey are paid salaries 
the amount of which  are on 
the public record?   I was told 
that Dennis Bones’s salary is 
on the order of $1 million a 
year.   The high handedness 
that we see on every level 
reminds me of the  New York 
bankers where, when you 
become a member of the 
privileged Wall Street order, 
you are entitled, no matter 
what, to your income and 
bonuses and associated perks 
because once you become a 
member of this feudal estate 
you get essentially a  free ride 
because if your bank didn’t 
give it to  you a competitor 
would.  

Note the very interesting 
sentence in the  third para-
graph of Turner’s letter on 
page 2 of the fax where he 
says that New Jersey munici-
palities have experienced an 
aggregate loss of $440 mil-
lion since 1997.   Is this not 
440 million in taxes that Veri-
zon’s  predecessor company 
Bell Atlantic was legally obli-
gated to pay during the high-
flying days of the dotcom 
boom and could it not be ar-
gued that they have used the 
deregulatory atmosphere of 
the last decades to eliminate?  
We see that the whole idea of 
any kind of service in the 
public interest or service as a 

public utility rather than a 
corporation that exists to 
pursue the highflying rewards 
of Wall Street is long gone.

Allibone: Exactly. These 
guys have painted a picture 
that it is  not a matter of 
when, or if, but is a fait ac-
compli these taxes are  going 
away.

COOK Report:  And you 
have an effective very well 
hidden private lobbying effort 
replete with undocumented 
assertions that the Municipal 
Revenue Restoration Act as 
proposed in June 2008 will 
raise $99.5 million in reve-
nue, 40% more than the $70 
million currently generated 
by the personal property tax.  
Again Turner, a lobbyist, uses 
figures that are utterly un-
documented, stamps his 
faxes confidential and pro-
prietary and they go on to 
claim  that this is to be done 
by replacing the current 
funding system with an ex-
panding sales tax.  

We get a replay of the same 
assertions used in the March 
2006 hearing we attended 
that it “would reverse the  de-
clining tax revenue trend by 
replacing current taxes with 
an equitable and stable fund-
ing system tied to the grow-
ing consumer driven by the 
use  of video services in our 
state.”   

Allibone:   We see this Tren-
ton lobbying firm  hired we 

know not by whom working 
very hard to convince the 
league of municipalities that 
it better get on the band-
wagon and support the so-
called Municipal Revenue 
Restoration act to rectify the 
problem by enacting a state-
wide tax on all video services 
with the  completely undocu-
mented claim that the addi-
tional income charged to Ver-
izon customers will replace 
the taxes that Verizon should 
no longer have to pay to the 
municipality.

But I would maintain in 
this is not true because 
the phone companies have 
the monopoly and built 
the infrastructure and 
have been for decades re-
quired to support the 
communities in which they 
operate by paying taxes 
on the infrastructure that 
enables them to gain 
revenue from those com-
munities.

COOK Report: And what is 
the difference between the 
Verizon infrastructure and the 
electric lines, the gas lines, 
the sewer lines, that are ba-
sic economic utilities involved 
in the  functioning of these  
municipalities, for which the 
municipalities either charge 
their residence for service  or 
allow a private electric com-
pany to  charge? I would con-
tend that it is simply a matter 
of the private utility Verizon 
using public rights of way and 
being obligated to give some-
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th ing back to  the 
community for access 
to the physical envi-
ronment owned by 
that community with-
out which they would 
not be able to provide 
their service. In short 
under the scheme that 
Michael Turner advo-
cates there  is no  pri-
vate  interest and the 
predatory phone  com-
pany puts itself in alli-
ance  with the local 
government in building 
a relationship designed 
to increase the amount 
of rent extracted from 
their customers.

Allibone:  So getting 
back to the personal 
property tax situation 
what the carrier has 
done is push for is to-
tal elimination of that 
tax.  Back in 2006 I 
sat in a league of mu-
nicipalities meeting  
(Mayor’s Conference 
L a w r e n c e v i l l e , N J ) 
where Dennis Bone 
proudly told the mu-
nicipalities that if they 
supported Verizon’s 
statewide video fran-
chise proposal , he 
would increase signifi-
cantly the amount of revenue 
that they would get from it. 
But now three years later he 
is saying that it is absolutely 
necessary for Verizon to no 
longer pay the  personal 
property tax  on the infra-
structure that has nothing to 

do with video services, but 
rather for the state legisla-
ture  to install a  brand-new 
tax on all video services that 
Verizon’s customers will have 
to pay as part of their bills, 
and that the municipalities 
should not worry because 

Verizon will shift the burden 
from a corporate tax that it 
used to  pay and place that 
burden on its  customers giv-
ing the municipalities the 
ability to extract revenue not 
from Verizon but from Veri-
zon’s customers  - the citi-
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zens of each municipality.   
This  tax will be  levied on 
video services that currently 
are sales tax  exempt in New 
Jersey  and they are  implying 
that the total revenue gener-
ated will be according to the 
above-cited lobbyist 40% 
greater than that generated 
by the franchise  fee for the 
multiple  system operators 
and by the soon-to-be de-
funct personal property tax.

Let me explain what concerns 
me about the League of Mu-
nicipalities positions in this 
case.  It appears now that 
they are  legitimatizing Veri-
zon’s contention that the per-
sonal property tax places 
Verizon on a so-called un-
level  playing field. I have 
seen nothing in the record 
where Verizon told the  BPU or 
Legislators that robust com-
petition would mean a loss of 
municipal PPT revenues ex-
ceeding $444 million dollars 
since 1988.

Among other things, I will 
maintain if this proposal were 
to become law, the New Jer-
sey Division of Taxation will 
oversee it.  They would be-
come responsible for taking 
the tax  revenues from Veri-
zon and allocating them back 
to the municipalities after of 
course first taking their cut.   
There would be no guarantee 
whether any control would be 
placed upon this in the  fu-
ture.  In other words the mu-
nicipalities would lose control 
of their own revenue stream 

and likely would not receive 
as much money as they have 
been led to  believe they 
would get.

On the  other hand if they 
took the customer’s phone/
cable bill and determined by 
the ZIP code and street ad-
dress, subscribers could be 
identified by municipality so 
that  taxes could be levied 
and sent directly to the mu-
nicipality,  I have  a feeling in 
the league would be very 
supportive of such an out-
come. 

Editor: Fred Goldstein com-
ments: But the Amwells like 
many other munis have no 
ZIP codes of their own, so 
they’d have a  real task of 
geocoding each address!

COOK Report: What is the 
purpose of the League’s exis-
tence?

Allibone: The League is a 

non-profit voluntary associa-
tion of municipal govern-
ments. And provides a num-
ber of services. As stated on 
its website, the  League has a 
long history of urging a more 
equal tax treatment in the 
telecommunications industry 
and appropriate  resolutions 
have been passed.

COOK Report: You seem to 
be saying that the League of 
municipalities will support the 
imposition of a 7% state 
sales tax on all video and not 

complain about the  elimina-
tion by Verizon of the per-
sonal property tax?

Allibone: What I am saying 
is that it seems likely that, if 
the concerns of the League 
about how the  sales tax 
money would be collected  
and disbursed are  met, they 
would indeed favor that out-
come.  Verizon has cleverly 
characterized the tax as be-
ing unfair to them but if the 
PPT tax was eliminated, they 
would be getting away with a 
free ride using the municipal 
right of ways. The franchise 
fees we pay on our cable  bills 
is revenue  to the municipality 
for use of the right of way.

The Dennis Bone OPED head-

line reads “don’t preserve the 
personal property tax but re-
place it.” It states that mu-
nicipalities continuing de-
pendence on PPT revenue is 
the equivalent of clinging to 
the side of a sinking lifeboat 
and its  sites with approval 
and article  by League  Electric 
Deregulation Council Joel 
Shane stating the existence 
of a so-called strong case for 
the Legislature to eliminate 
the PPT and enact tax legisla-
tion “based on the reality of 
today’s communications mar-
ket.”   It claims that consum-
ers can buy phone service in 
a competitive market that 
includes “phone companies; 
cable TV companies; and 
Internet phone providers.” 
Nowhere does it say that Ver-
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izon is both the largest phone 
company in the state and the 
largest Internet service  pro-
vider in the state  and that, 
with the exception of phone 
service offered by Comcast or 
another MSO, Verizon effec-
tively is the only company 
to offer phone service.  
Verizon trumpets the  argu-
ment that none of these 
newer competitors including 
Verizon’s FiOS service is re-
quired to pay any money in 
PPT, and then go on to allege 
that public indignation should 
be channeled into support for 
“tax  reform” that would re-
place the PPT with a more 
equitable tax that applies to 
all competitors in the com-
munications market, never 
stating that what they are 
lobbying for is  the imposition 
of the state 7% sales tax on 
to all video services including 
the video services of their 
cable TV competitors. And 
let’s not forget, the proposed 
tax reform would also include 
the elimination of cable tv 
franchise fees, the same fees 
that Dennis Bone promised to 
increase with his statewide 
video franchise. Just another 
bait and switch tactic. 

COOK Report: The presence 
of the electric utility deregu-
lation specialist is suspect to 
me. Despite the crash in en-
ergy prices this winter my 
bills were 25% more  expen-
sive than a year ago.  Never-
theless the  energy utilities in 
New Jersey are  generally pri-
vate  and not municipal and 

apparently they do not pay 
the PPT tax?

Allibone: That is true but 
they do pay a very sizable 
gross receipts tax used by 
the local community.   And of 
course charged to each cus-
tomer.    These gross receipts  
franchise taxes you will still 
see on long-distance  phone 
bills today.   Pennsylvania 
just introduced a gross re-
ceipts franchise tax on their 
customer’s long-distance 
phone bills.

Part of the problem  here  is 
that Verizon has the cost re-
covery of the personal prop-

erty tax  buried in the rates 
that they charge  all of their 
customers.  I suspect that 
Verizon wouldn’t have a sin-
gle complaint about the per-
sonal property tax if they 
were  a l lowed tomorrow 
morning to start putting a 
surcharge on every bill called 
the PPT.  I  also find it ironic 
that even with Verizon having 
to recover the PPT taxes by 
including the costs in the 
service offerings, they have 
made nice profits and tout 
that we have the lowest rates 
in the country.
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Pole Audits and Tax 
Avoidance

COOK Report: What about 
the issue  of pole audits in 
South River New Jersey that 
you sent me a clipping of?

Allibone: The reason that 
that is of interest is that my 

day-to-day work includes a 
lot of auditing, - investigating  
billing discrepancies aind im-
proper allocation of charges 
between interstate  and intra-
state operations.   On the 
basis of what I’ve seen 
over the last few years I 
am of the opinion that one 
reason Verizon may be so 
eager to get rid of the 

personal property tax is 
that if  it were ever possi-
ble to do an accurate 
physical audit of their per-
sonal property one would 
find that much of it cannot 
be reconciled with the 
books.

If we did accurate inven-
tories I believe that mu-
nicipalities would recover 
hundreds of millions of 
dollars in back taxes.   
Now the South River the 
article that ran on Febru-
ary 27, 2009 pretty much 
validates what I’ve been 
saying for several years 
about the underreporting 
of these inventories.

This is an excerpt from a note  
I wrote on March 6 to a cli-
ent: “On the personal prop-
erty issue, the South River 
article is just the tip of the 
iceberg. I think  if we did the 
telephone pole inventory 
statewide, it would generate 
huge revenues for the muni's 
without the  need to raise or 
create new taxes.  

The South River findings jus-
tify a request for a full inves-
tigation and PPT audit. Veri-
zon claims that the PPT is go-
ing down because of chang-
ing technology and lower val-
ues but it is actually happen-
ing because the  many billions 
in fiber optic cable invest-
ment is being 100% allocated 
to broadband video at the 
e x p e n s e o f t h e p u b l i c 
switched telephone network. 
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In my opinion, this is fraud 
and our muni's are being 
harmed.
 
Don't forget about the FCC 
continuing property record 
audit from 2000. The FCC 
could not find or verify $18.6 
b i l l ion in centra l o f f i ce 
equipment.   We are look-
ing at the biggest tax 
scandal in the history of 

American business with 
its roots going back to the 
1984 breakup of AT&T.”

South River stands out be-
cause they did the easiest 
parts, they only counted the 
telephone  poles,  which re-
sulted in a $528,000 windfall 
for the township in unpaid 
taxes and fees.  What this 
implies is that a solid per-

sonal property tax of the 
poles is only the tip of one 
iceberg. There is such an ice-
berg in every municipality.  
Furthermore  since those 
poles are located in the public 
right of way, they have  an 
obligation to maintain them 
in a safe manner. 

COOK Report: What you 
just said reminds me of the 
situation at the end of my 
own street. Three or four 
years ago a car crashed into 
a phone pole,  breaking but 
not severing it.  Verizon came 
out and placed a Band-Aid of 
ropes on the break and some 
time later replaced the pole 
with a  new one perhaps 18 
inches away, leaving the bro-
ken stump of the old pole  
still lashed at the break and 
with the  freshly severed top 
lashed to the  cabling infra-
structure.  It has stood there 
for years.  The ID number on 
both poles is the same. See 
the photo this page and next.

Allibone: What you observed 
at the end of your own street 
is a  problem that is going on 
across the entire state of 
New Jersey.   I  would be pre-
pared to argue that the bro-
ken pole  that you described is 
still a  working pole  on which 
they should be paying taxes  
until it is removed. And this 
brings me to another point.  I 
have heard about this prob-
lem from a number of mu-
nicipalities. 
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These  unremoved broken 
poles are a safety hazard and 
they certainly are an eyesore.   
There is  a statute that says 
they have 90 days to remove 
the old pole. It is  safe to as-
sume that if they do not re-
move the  disused pole, it 
should be  considered in use.   
Non compliance with this 
statute has substantial fines 
and in this day of municipali-
ties starved for revenue 
sources, it would seem  to me 
that it would be worth their 
while to inventory these old 
broken or abandoned poles 
and send Verizon notice  of 
non compliance.   The fine for 
not removing these poles 
within 90 days and ignoring 
the statute totals about 
$35,000 per pole per year.

West Amwellʼs PPT 
Data

COOK Report: How does the 
annual valuation of the Veri-
zon personal property tax in-
ventory fit into the five years’ 
West Amwell data that you 
sent me and I’ve reproduced 
at the  beginning of this arti-
cle? (See page 8 above.)

Allibone:  Just a reminder, 
the  tax  records are taken 
from public records and any-
one can look them up if they 
choose to do so. You will no-
tice an interesting fluctuation 
in the  numbers from year to 
year. There  are a number of  
reasons you would see these 
fluctuations.  Some examples 

might be the addition of new 
plant, new switching equip-
ment or poles or cables to 
the infrastructure.   We both 
know that new investment is 
in fiber not copper.  They do 
something with copper only 
when they need to get a 
working copper pair out to 
customers with high incidents 
of repair problems.   So why 
any of those values would 
fluctuate we simply do not 
know.  There  is no transpar-
ency.  The only way to  find 
the answer is to do the audit.

COOK Report: What you are 
looking at in the  $831,000 is 
a statement of the current 
value of their entire  embed-
ded infrastructure in the 
township of West Amwell, 
New Jersey.   And this form 
says that the value of their 
plant decreased by about 8% 
while  their total improve-
ments on the plant for sev-
eral successive years was a 
total of $100 spent in the en-
tire township.   Correct?

Allibone: You got it. Of 
course, without any inventory 
details, how does any mu-
nicipality know if the  num-
bers are real or just made 
up?

COOK Report: OK. In 2001 
they invested $100 and yet 
between 2001 and 2002 the 
value of the plant went up  
by about $210,000 from 
$675,000 to  885,000. How is 
that possible?  And then if 
you look at the entire chart 

you see that the  valuation in 
2003 was unchanged that it 
went down nearly 40,000 in 
2004 stayed the same in 
2005 went down nearly 
50,000 in 2006 and in 2007 
somehow one up nearly 
40,000. It shows over $9000 
of improvement in 2006 and 
2007 but that 9000 in no way 
equates to the sudden and 
mysterious increase in total 
valuation.  How do they do 
this? This comes from  the 
state  Division of Taxation?

Allibone: No one knows 
how they do it. That’s part 
of the problem. It comes 
from the New Jersey Divi-
sion of Taxation in Tren-
ton working with confi-
dential and proprietary 
information provided by 
Verizon to them.  The Di-
vision of Taxation allows 
Verizon to use group ac-
counting, which could al-
low Verizon to use very 
creative bookkeeping. In 
my day to day phone bill 
audits, I see lots of mis-
allocation going on with 
bundled services. Its ripe 
for abuse and fraud.

COOK Report: And there is 
no one  then who can go 
down to the Division of Taxa-
tion and demand any further 
information on the subject?

Allibone:That ’s correct.   
When I first started this in-
vestigation, I was told by the 
league of municipalities that    
my Chief Financial Officer re-
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ceived a  detailed inventory 
each year.  But when I   went 
to my CFO,  she looked at me 
and said, what in heaven’s 
name are you talking about 
when you say inventory? 
There is no such thing.  Veri-
zon is now taking the position 
that any service that runs 
over fiber is an information 
service, so they are not in-
cluding the fiber in the PPT 
inventory, the  contents of 
which the municipalities are 
never allowed to see.

COOK Report: That’s pretty 
fascinating especially if you 
wonder whether there might 
have been a grand legal 
strategy behind it all over the 
last 15 years or so.

Consider Bob Atkinson’s 
evaluation  written on March 
26 to the  arch-econ mail list   
“I  have  no love (but a good 
deal of respect) for Bill Barr: 
He  was an aggressive "take 
no prisoners" opponent dur-
ing my days at TCG and one 
of the  few telecom executives 
to "push back" at the FCC. 
He's a former Attorney Gen-
eral of the United States so 
he would have made big 
bucks--probably more than 
he made with Verizon--
anywhere, both on the merits 
and because  of his connec-
tions. He has been with Veri-
zon and predecessors for 
perhaps 15 years.

The best investment a 
regulated company can 
make is in regulation and 

litigation, not infrastruc-
ture or new products. Barr 
was one of the fiercest and 
most effective opponents of 
UNEs and the UNE-P and 
should get a lot of the credit 
for killing them. What was 
that worth to Verizon and its 
shareholders?  A billion dol-
lars in market cap? Two?

(COOK Report) And then we 
have a final piece of icing on 
the cake from Jon Corzine 
where, with New Jersey vir-
tually bankrupt, he creates a 
law that gives Verizon a $2 
million tax credit per year to 
keep its Newark New Jersey 
office open something that 
analysts point out that they 
would need to  have done 
anyway.

http://www.northjersey.com/
news/northernnj/
NTowns_may_be_left_holding
_the_bag_if_Verizon_gets_its
_way.html
and 
http://www.njbiz.com/weekly
_article.asp?aID=75236664.1
775171.995137.1643902.545
9951.812&aID2=76540

“NEWARK — The state is 
touting the first success of its 
new Urban Transit Hub Tax 
Credit program, citing it as a 
key factor in keeping Verizon 
New Jersey — and hundreds 
of jobs — in its largest city 
after the  corporation an-
nounced plans to  relocate. 
But some policy experts sug-
gest the company may have 
stayed even without receiving 

tax breaks, especially consid-
ering the uncertain economic 
climate.”

“The New Jersey Eco-
n o m i c D e v e l o p m e n t 
Authority announced late 
last month that Verizon 
would be the first com-
pany to receive tax credits 
under the program, which 
Gov. Jon S. Corzine cre-
ated in January to boost 
private investment and 
create job growth in urban 
centers. The  corporation will 
receive tax credits of about 
$2 million annually for 10 
years to invest more than 
$25 million and employ more 
than 700 people at its New-
ark headquarters at 540 
Broad St., according to the 
EDA. To date, Verizon is the 
only company that has ap-
plied for the program.”

“The program  was a “valu-
able instrument to help us 
make  the decision to  remain 
in Newark,” said Dennis 
Bone, president of Verizon 
New Jersey, a subsidiary of 
New York-based Verizon 
Communications Inc. “This 
certainly makes the business 
case [to stay in the  city] 
much stronger.”

“But critics, including Jon 
Shure, president of New 
Jersey Public Policy Per-
spective in Trenton, said 
companies “game the sys-
tem” by announcing plans 
to relocate in order to gain 
leverage with the state. 
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“They see what statements 
will get the state to make of-
fers,” he said. The state has a 
history of awarding incentives 
to Verizon, most recently, a 
grant in 2005 to relocate 
1,700 positions from 20 
states to the Basking Ridge 
section of Bernards.”

“Verizon announced last fall 
that it planned to sell its 
headquarters building and 
move  some 600 jobs out of 
the city, as the company 
aimed to consolidate  its 
northern New Jersey opera-
tions. In an apparent rever-
sal, however, Verizon in May 
said it had made a tentative 
decision to remain in Newark, 
agreeing to a 10-year lease 
with Fairfield-based Accordia 
Realty Ventures, which said it 
would buy the building in 
February.”

“After announcing its  inten-
tion to sell, Verizon consid-
ered a dozen locations within 
a 30-mile radius of Newark, 
and found “there was a pretty 
substantial gap between 
staying in Newark and going 
to a suburban location,” said 
Timothy Lizura, EDA senior 
vice president of business 
development. He said the 
cost of doing business in 
Newark was several million 
dollars more  than it would be 
in the suburbs, because of 
parking, higher rents and 
other operating expenses.”

“The company approached 
the agency late in the first 

quarter about participating in 
the program to offset some of 
the costs of staying in New-
ark, Lizura said; the tax 
credit “was a very meaningful 
piece of the equation.”

Allibone: I would contend 
that there’s been a consistent 
record of Verizon threatening 
to move jobs out of the state 
of New Jersey and going to 
the governor and to the legis-
lature and demanding tax 
relief in order to keep jobs in 
New Jersey - jobs that they 
would have no other reason-
able choice than to do re-
gardless. I  remember just a 
few years ago, Ver izon 
stopped deploying its fiber 
optic network  claiming New 
Jersey was not business 
friendly and Mr. Bone said 
that Verizon was diverting 
mon ies to s ta tes more 
friendly to the parent com-
pany.

COOK Report:  The  Newark 
New Jersey tax  gambit in 
other words was yet another 
way to increase their parasit-
ism off the people of New 
Jersey and payback even less 
to the customer base that 
supports them?

Allibone: Absolutely.   But in 
this case, note that Bone said  
we are not moving out of 
New Jersey but only perhaps 
moving the Newark head-
quarters to Basking Ridge so, 
in this case the  only people 
to be ill-affected would be 
Newark but not the entire 

state of NJ. And let’s not lose 
sight of the bigger tax picture 
when you include the PPT 
taxes paid to  Newark. Back in 
2003, Newark received $2.5 
million in PPT taxes. It has 
dropped to  $1.7 million and 
will go to zero according to 
Verizon. 

COOK Report: In other 
words they can come up with 
the excuse  that they’re mov-
ing some people from one 
part of New Jersey to another 
and tell the state  that unless 
you take  over the property 
taxes for the area from which 
we would move them, then 
we will do the move  and 
tough luck. 

The  deck chairs are pre-
sumably being moved from 
one part of the Titanic deck 
to another and the overall 
economic effect within the 
aggregate likely balances out, 
but all Verizon has to do is go  
to the governor and say if 
you don’t want us to move, 
exempt us from paying yet 
more taxes. Never mind the 
near bankruptcy of the state 
of New Jersey?

Allibone:  I look at it this 
way. Verizon has a monopoly 
courtesy of the state  of New 
Jersey and they are not con-
tent to continue to operate it 
under present law. It is not 
lucrative enough. Conse-
quently even after the  cur-
rent economic debacle, Veri-
zon looks for ways to in-
crease  the amount of money 
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they extract and decrease the 
money they pay the society 
that supports them.

The People Must 
Demand Change

COOK Report: In mid No-
vember Verizon continued its 
full court predatory press in 
the pages of the the Newark 
Star Ledger.

There Ver izon company 
spokesman R i ch Young 
bragged to Jim Lockwood on 
November 15, 2008: “Verizon 
also expects to stop paying 
the same taxes in as many as 
50 towns in 2010, and per-
haps another 100 towns in 
2011, as the firm's customer 
base drops below 51 percent 
in those towns, Young said.

"We're seeing this same 
situation unravel nation-
ally, in Ohio, North Caro-
lina and Virginia. It's not 
unique to New Jersey," Young 
said. "We fully expect this 
trend to continue as competi-
tion flourishes." 
http://www.nj.com/news/ind
ex.ssf/2008/11/verizon_plans
_to_halt_certain.html

So while  we have presented a 
rather exhaustive picture of 
Verizon’s predation in NJ it 
seems unlikely that Seiden-
berg has singled out just New 
Jersey.  Ver izon’s own 
spokesman points above to 
three other states: Ohio, 
North Carolina and Virginia.  

If the citizens of the United 
States are to take back their 
own lives they must pay at-
tention to the critiques of 
people like Mark Cooper who 
on March 17 testified at the 
House Judiciary Committee: 

“There is much to do to re-
store effective antitrust over-
sight in America.  I suggest 
four critical steps.  

(1) Federal antitrust authori-
ties should take their own 
guidelines more seriously, 
challenging mergers more 
consistently in highly concen-
trated markets.  The theory 
of the dynamic duopoly has 
proven to be just as wrong 
h e a d e d a s m a r k e t 
fundamentalism. 

(2) Antitrust authorities must 
return to the fundamentals of 
head-to-head competition as 
the  foundation of antitrust 
action. Intermodal and po-
tential competition have sim-
ply not provided the effective 
disciplining force  that head-
t o - h e a d c o m p e t i t i o n 
provides. 

(3) Over the past several 
decades antitrust has given 
far too much deference to  
efficiency at the expense of 
competition.  The assumption 
that private actors will be 
p e r c e p t i v e a n d w e l l -
intentioned in their pursuit of 
efficiency and efficiency gains 
will be passed on to consum-
ers even where competition is 
feeble, never made sense 
and, in light of the collapse of 

market fundamentalism  must 
no longer be relied upon.  
Private  actors are at least as 
likely to be myopic, misin-
formed and male f i cent .  
Competitive  market struc-
tures should take precedence 
over claims of efficiency 
gains.

(4) The digital economy of 
the 21st century is very much 
an economy made  up of plat-
forms in which layers of com-
plementary products and 
services sit atop one  another 
and their close interconnec-
tion, frequently through 
technological dependency, 
renders the threat of exercise 
of vertical leverage  much 
greater than was the case in 
the physical markets of the 
19th and 20th centuries. Ty-
ing, anticompetitive bundling 
and exclusionary conduct 
take on much greater signifi-
cance.

The need for reform does not 
d e m a n d a r a d i c a l n e w 
experiment.  Rather, it de-
mands a return to the tradi-
tional values, institutions and 
practices of progressive capi-
talism  that served us so  well 
in the half century after the 
New Deal. The market fun-
damentalism of the  past 
thirty years was the radical 
experiment and it has failed 
miserably.  It is time for us to 
abandon the market funda-
mentalism  view that sees the 
ex post clean up after the 
regulation and antitrust as 
occasional market failure, 
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and to return to the New Deal 
view which was based on the 
understanding that regulation 
and antitrust are the ex ante 
prophylaxis to prevent mar-
ket failure.  The genius of the 
New Deal was to use regula-
tion to  direct the powerful 
forces of capitalism to socially 
productive endeavors. That is 
what we  lost in the  last dec-
ade and that is what we must 
recover if we are  to rebuild 
our economy on a  sound ba-
sis.”

Conclusion: the 
Problem is Systemic

COOK Report: The lessons of 
New Jersey are not just about 
N e w J e r s e y o r a b o u t 
Verizon. They, along with their 
fellow incumbents, are  mas-
ters at regulatory and political 
gamesmanship.  Rules are in-
terpreted and re-interpreted in 
whatever manner gives them 
the best results in any particu-
lar case.  

They employ droves of lobby-
ists to get legislation to defang 
state regulators and impede 
competition, often relying on 
decades of public relations and 
strategic pricing to establish 
goodwill.  They cite both real 
and potential competition as a 
basis for deregulation, and as 
we have seen here, will even 
claim themselves as their own 
competitors, if it makes the 
statistics more favorable.  Te-
lephone company facilities are 
still an essential public utility, 
often a monopoly, and they to 

be be regulated as such, not 
treated as just another player 
in an imaginary free market.

There are large public interest 
issues at stake.  Robert Solow 
brings them into focus at the 
conclusion of his NYRB essay 
on Richard Posner’s Failure of 
Capitalism when he writes:

The financial system does 
have a useful social function to 
perform, and that is  to make 
the real economy operate 
more efficiently. Some human 
institution has to collect a na-
tion's savings and put them at 
the disposal of those who have 
productive ways to use them. 
Risks arise in the everyday 
business of economic life, and 
some human institution has to 
transfer them to those who 
are most willing to bear them. 
When it goes much beyond 
that, the financial system is 
likely to cause more trouble 
than it averts. I find it hard to 
believe, and I suspect that 
Judge Posner shares my disbe-
lief, that our overgrown, 
largely unregulated financial 
sector was actually fully en-
gaged in improving the alloca-
tion of real economic re-
sources. It was using modern 
financial technology to create 
fresh risks, to borrow more 
money, and to gamble it 
away.

Posner writes: As far as I 
know, no one has a clear 
sense of the social value of our 
deregulated financial industry, 
with its free-wheeling banks 

and hedge funds and private 
equity funds and all the rest.

That is already a hint that he 
thinks its social value is lim-
ited. As Posner sees it, talk 
about greed and foolhardiness 
is  comforting but not useful. 
Greed and foolhardiness were 
not invented just recently. The 
problem is rather that Pan-
glossian ideas about "free 
markets" encouraged, on one 
hand, lax regulation, or no 
regulation, of a potentially un-
stable financial apparatus and, 
on the other, the elaboration 
of compensation mechanisms 
that positively encouraged 
risk-taking and short-term op-
portunism. When the envi-
ronment was right, as it even-
tually would be, the disaster 
hit."  Complete article at 

http://www.nybooks.com/artic
les/22655

COOK Report: Now the disas-
ter that is staring at us in the 
actions of the predatory in-
cumbents won't be of the 
same magnitude  as the finan-
cial meltdown, but I would still 
like  to hope  that responsible 
social advocates could 
summon enough policy 
wisdom to grab the Dennis 
Bones (President Verizon 
NJ) by the scruff of the 
neck and say the purpose 
of the incumbent is much 
more broad than maximum 
extraction of capital from 
society with minimal social 
returns.
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Editor: On February 11, 
2009 Network World pub-
lished an article  based on a 
Cisco report on data growth. 
http://www.networkworld.co
m/news/2009/021109-cisco-
mobile-data-traffic.html

On March 18 Andrew 
Odlyzko: Even at the growth 
rates projected by Cisco, mo-
bile  data will be very small 
compared to wireline. But 
there are serious questions 
whether the Cisco projection 
of 131% annual growth is 
sustainable.

I have  a few pointers to vari-
ous studies in the latest news 
item  on the MINTS web site, 
http://www.dtc.umn.edu/min
ts/news/news_21.html

Rood: T-Mobile in the Neth-
erlands has reported a seven-
fold year-on-year data traffic 
growth for the month of Dec 
2007 to Dec 2008. 

The difference has been 
the iPhone 3G (launched 
together with the iTunes 
App Shop last July).  T-
Mobile is now also heavily 
promoting G1 Android devel-
oper weekends, next to 
iPhone  developer camps etc.   
Markets do have  only minor 

handset growth, due to 
saturation, so  this is  mainly a 
traffic effect.  What makes 
you think 131% is unsustain-
able for a few years when 
mobile is very small com-
pared to wireline?

OIdlyzko: Hendrik,

Here are a few observations:

(a) When I take the Cisco  es-
timate for US mobile data  
today, it appears to be com-
parable to US mobile voice. 
(For voice, I am taking the 
approx. 25 minutes per sub-
scriber per month, and as-
signing 10 Kbps for mobile 
voice.)

(b) For the Netherlands, if we 
assume 10 minutes per sub-
scriber per month (you might 
have the exact figure avail-
able, I have not looked for it, 
but this is an overestimate 
for most of Europe), we get 
for that subscriber, at 10 
Kbps, mobile voice traffic of

10 minutes/day * 30 day/
month * 10^4 bits/sec * 60 
sec/min = 1.8 * 10^8 bits/
month =~ 20 MB/month

But Rudolf van der Berg re-
ported on this list recently 

that Dutch T-Mobile iPhone 
users generate  640 MB/
month of traffic. (For US 
iPhone  users, I have heard a 
figure of 100 MB/month, but 
I don't know how reliable that 
figure is.) So if everybody in 
the Netherlands upgrades to 
the iPhone or some other 
smart phone that offers com-
parable facilities, mobile  traf-
fic would jump 30x, com-
pared to just the voice serv-
ice.

(c) Estimating the capacity of 
various 3G and 4G technolo-
gies is a hard problem, given 
all the parameters that sur-
round it, not just the trans-
mission technology, but cell 
density, spectrum allocation, 
business models, etc. that 
can be varied. But I have not 
seen any credible case that 
we can grow at 131%. If you 
look at the AT&T presenta-
tion,

http://www.3gamericas.org/d
ocuments/03_Hank%20Kafka
.pdf

Growth rates that are  as-
sumed there, even in the 
most optimistic scenario, are 
under 100% per year. And if 
you look at the cost projec-
tions in that deck, it seems 
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that a large increase  in reve-
nues is being assumed.

About a year ago, Rod Hall 
(who is on this list,) wrote 
a JPMorgan report, esti-
mating that without any 
major increases in capex, 
European wireless opera-
tors could provide about 
500 MB/month per sub-
scriber by 2012 or 2013. 
But Dutch iPhone users 
are already over this 
mark!

The bottom line is that we 
may be running up against 
capacity limits very quickly. 

Coluccio: Those  are some 
interesting metrics. I pre-
sume the  10 minutes per day 
represents the sum of times 
when syllabic activity is pre-
sent (time to detect, transmit 
and receive), while  omit any 
inclusion of listener-waiting 
and pause  times between 
spoken words. Kindly correct 
if I'm mistaken.

Also, you noted:

"The bottom line  is that we 
may be running up against 
capacity limits very quickly."

The main bottlenecks, in your 
opinion, being where?

Odlyzko: The 10 min/day 
(and this was just a wild 
guess for the Netherlands, I 
don't know the precise  fig-
ure) would be that infamous 
"billable minutes," which in-

clude  pauses, etc. In systems 
like GSM, when you are in 
the middle of the call, you 
get a  full slice of the  spec-
trum  allocated to it, whether 
there is any real traffic there 
or not.

Now there is some ambiguity, 
in that in fact you get two 
channels set aside for you, 
each of about 10 Kbps, the 
downlink  and the uplink. So 
one could in fact claim that 
voice calls amount to twice as 
much as I put down. But then 
the same thing would also 
apply to data traffic, I expect.

Coluccio: Andrew, thanks for 
the clarification. Perhaps 
there  are other mitigating 
factors you are also taking 
into account that I'm not 
aware of, but 10 mins per 
day seems like a very paltry 
number for cellular billing 
purposes. Is this merely an 
arbitrary number you're using 
for comparison's sake? Or are 
you suggesting that the 10 
mins per day represents ac-
tual daily traffic usage by an 
individual?

Ah... maybe measured over a 
larger field where many users 
don't use the device at all, 
but still ...

Goldstein: It varies by coun-
try, but 300 minutes/month 
seems sensible for some 
European countries. US *av-
erage* usage is much higher. 
But then the price per minute 
in the US is *much* lower. 

European carries still use that 
ridiculous "calling party pays" 
scheme in which the termi-
nating monopoly (every cell 
company) attempts to extract 
monopoly rents for calls to  its 
own numbers. Hence the rate 
to call a  mobile is very high. 
In the US, it's just a phone 
number, and the price for 
heavy users is low.

Now that MetroPCS has come 
to New York and Boston with 
unlimited-use plans starting 
at $35/month (plus fees, 
taxes, etc.), I wonder if 
there'll be more price pres-
sure on the biggies. Metro 
doesn't have much spectrum, 
though (10 MHz, 5/5, in the 
1700/2100 MHz AWS-1 band, 
and in some areas 12 MHz in 
the 700 MHz band for post-
DTV-transition use).

Rood: In the Netherlands 
there are  all kinds of TV-
fragments and in particular 
relevant "radio stations" that 
have developed players lis-
tening too AAC+ encoded 
streaming audio. As T-Mobile 
offers a  flat rate subscription 
(at a  surcharge of €10 per 
month) one of the reasons 
this is attractive for them, is 
they do not offer flat-rate 
data over mobile for pre-paid 
users.

So it does give a  boost in 
ARPU to lure all those adoles-
cents and students away 
from their pre-paid mobile  to 
a post-paid flat rate  service, 
as ARPU for pre-paid is ca 
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€10 pro month and total 
ARPU for their post paid sub-
scription is  more around €40 
per month. [This is still con-
siderable lower than the 
ARPU for a typical business 
user of a cell phone in the NL 
which is around €70 pro 
month, all figures are exclud-
ing VAT)

With respect to 640MB per 
month. I think this figure is 
credible. My own research in 
t h e 2 0 0 0 - 2 0 0 3 p e r i o d 
showed that a transition from 
dial-up internet to cable mo-
dem and ADSL resulted in an 
increase from about 60 MB 
per month (dial up, metered) 
to 600MB (usage  after up-
grading to broadband / fla-
trate).

Considering that listening to 
the radio while computing 
online was also then one of 
the more hidden "bandwidth 
hogs" and this online-radio 
consumption has now gone 
on to an average of about 2 
hours a week (mainly via 
fixed still, but thus moving to 
mobile) per person above 12, 
you may get the point where 
all this traffic is really coming 
from.

[And to Coluccio] - Frank,

In the early 1990s the  typical 
European household had traf-
fic of around 12 - 16 minutes 
per day for a  fixed PSTN line.  
So operators already observe 
that the total call volume of 
the  residential market has 

gone up around 3 fold in one-
and-half decade in voice 
minutes.  The  business mar-
ket is a bit different, but 
fixed-to-mobile is by far their 
main voice traffic cost com-
ponent, as many contacts are 
on mobile.

Americans were well know to 
have far larger monthly us-
age volume on their PSTN 
landlines (local flat rate, any-
one). A habit that has been 
transplanted more or less to 
mobile.

With mobile broadband there 
is however a change, due to 
that the fact that high-
performance  flat rate broad-
band behaviour in Europe is 
more common and now those 
users are moving to their 
mobile  flat rate subscriptions, 
with expectations from their 
fixed experiences. 

So changes in behaviour and 
d i f ferent o f fer ings are:  
Europe: from " average ra-
tioned metered but cheap 
local fixed voice" + "prolific 
cheap flat rate fixed broad-
band" usage to "average ra-
tioned metered expensive 
mobile  voice" + "prolific flat 
rate mobile broadband us-
age".  USA: " high non-
rationed unmetered fixed 
voice" + "averagely expen-
sive flat rate fixed broad-
band" usage to "high non-
rationed unmetered mobile 
voice" + "average flat mobile 
broadband usage"

Now I do know there are still 
many mobile  operators who 
think one should meter 
broadband. But most of them 
tend ultimately to  look  after 
ARPU vs Return on Capital 
Employed (ROCE). 

In general the USA got a 
higher ARPU for their non-
rationed fixed voice networks 
than Europeans got for their 
metered fixed-voice net-
works. As capacity invest-
ment in the USA was a bit 
higher, but not that much 
higher (I recall a  1:10 con-
centration in Europe for resi-
dential PSTN compared to 
1:8 in the USA residential 
market, but access lines and 
line cards were always a far 
more expensive  cost driver 
compared to  trunking since 
roughly the advent of digital 
trunk carriers in the 1970s.) 
The bottom line was that 
US operators were more 
profitable compared to 
their investment per cus-
tomer. 

And that is the whole 
point of what ARPU vs 
ROCE is about.

If you observe  these points, 
then you also start to  grasp 
why Net Neutrality is an issue 
in the USA while it is not in 
Europe. Most of Europe gets 
a far higher ARPU boost from 
going flat rate/broadband 
than an investment hit. In 
many countries without ex-
tensive cable networks (Italy 
and Greece have 0% CATV, 
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think twice about why Fast-
web in Milan was so success-
ful!!) see TV as an invest-
ment opportunity with a new 
associated revenue stream. 

Even cable operators see 
many opportunities to push 
up revenues as analog TV is 
rather cheap in quite some 
(but not all) EU countries.

In the USA current CATV al-
ready bring the  largest fixed 
revenues in ARPU. So mas-
s ive  d ig i ta l audio/v ideo 
streams is no easy new 
source of revenues at the 
subscriber side.

As long as T-Mobile proceeds 
as they do now with mobile 
broadband under flat rate 
s c h e m e s a n d p u s h i n g 
iPhones, G1 Androids etc. 
and do observe  their ARPU 
increase vs incremental in-
vestment (current state of 
affairs), then Vodafone will 
experience  a major problem 
pushing for metering mobile 
bandwidth and will be com-
petitively forced to provide a 
mobile  flat rate subscription 
as users want those plans, 
while  competing operators 
see better ARPU.

For mobile  operators the  cur-
rent key issue is to get 
bandwidth (read fiber and 
high-capacity microwaves) to 
all these  base  stations, as 
most mobile base  stations 
are today still supplied with 2 
x 2 Mbit/s  and LTE launch is 
now sped up with one  year 

(original plans were for 2010 
to launch the LTE tech for pi-
lots, but it now will be  this 
year and the 2.6GHz auctions 
this year are when technol-
ogy is  concerned about 
HSPA/LTE vs WiMax).

The Financial 
Metrics of Iliad 
versus Orange
March 25 Felten: I have sub-
titled the  third video from 
Iliad's Q&A last week. 

The way Iliad's CEO describes 
Orange  is fruity to say the 
least. 

http://www.fiberevolution.co
m/2009/03/free-releases-200
8-results-part-iii.html

There have been rumours in 
the press that Orange is ac-
tually considering suing Niel 
over this.  it is well worth 
watching to  understand the 
dynamics of their fiber in-
vestment as well as the way 
they see the incumbent.

van der Woude: Benoit, 
have been and am watching. 
[I  find the following espe-
cially illuminating.]

Owner Niel to  press: "There 
is really something you 
don't seem to be grasping: 
investing in optic fiber will 
make our margins ex-
plode. Today an unbun-
bled customer is 50% 

margin or thereabouts. 
When we migrate the cus-
tomer to optic fiber, we 
move to 85 or 90% mar-
gin."

van der Woude: Awesome - 
and thanks very, very much 
for the subtitles!!!

COOK Report: Is the  great 
increase in margin because 
the OpEX of fiber is  so much 
less than copper?

Felten: No, it's because Free 
would no longer have to pay 
unbundling costs to Orange.

Rood: Gross Margin is just 
what you receive reduced 
with direct cost of sales.  For 
renting an unbundled local 
loop, the cost of line  rental is 
in that first subtraction, as is 
the direct cost of sales (Cus-
tomer acquisition cost, cus-
tomer retention schemes 
against churn).

When you start door-to-door 
sales-squads by going around 
neighbourhoods, or account 
for the negotiators with land-
lords, that will often also be 
accounted for as direct cost 
of sales and influence Gross 
Margin.

When you go down from 
Gross Margin to EBITDA, your 
bookkeeper starts to subtract 
the other OPEX, like the cost 
of network operations and 
maintenance  (OPEX), general 
management, administrative 
and marketing spending.
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Because OPEX of fiber is 
much less than leasing cop-
per lines, they will probably 
also see EBITDA growth. 
However, that figure is less 
straight forward to distill as 
that is buried in the other 
OPEX. So increased spending 
on marketing to promote 
FTTH tends to hit EBITDA. 

When you run generic brand 
campaigns for multiple ways 
of delivery of your services, it 
is difficult to extract direct 
FTTH marketing cost etc. out 
of your generic OPEX bills. 
That is more the concern of 
the internal accounting de-
partment and their activity 
based costing exercises.

Goldstein: I love these fi-
nancial metrics; they're the 
modern-day Lewis Carroll.

Building your own FTTH 
raises your profit margins 
quite a bit, if you ignore the 
cost of capital needed to 
build them. Outside  plant 
construction is very expen-
s ive. Overbui lders have 
largely gone belly-up in debt. 
The EBITDA might be good 
(and thus it's a nice bank-
ruptcy asset to buy after the 
fact), but it's hard to justify 
the CapEx. 

"Other than that, Mrs. Lin-
coln, how did you like the 
play?"

Felten: [With regard to] 
Free, I suspect is very aware 
of these issues. They're  tar-

geting their fiber deployment 
in areas where they have 
high take-up on DSL. That's 
the real reason why they're 
not changing their price. It 
allows them  to migrate DSL 
customers to fiber without 
needing their approval. They 
have announced that they 
would only deploy in areas 
where they had over 15% 
market share. At 15% share 
and Paris-like deployment 
costs, the payback is 6 years. 

There are areas in Paris 
where Free has over 50% 
market share. The pay-
back as you may guess is 
a lot less than 6 years. In 
these circumstances, fiber 
can indeed become a fast 
cash machine.

I was very skeptical about 
their plans, but I have  to say 
that I'm pretty convinced 
now it can work. I'm just im-
patiently waiting for the  big 
thrust from  a sales/marketing 
point of view which I suspect 
will happen this year, maybe 
around September...

van der Berg: Also don't 
forget the costs to roll out in 
Paris are among the lowest in 
the world. Somebody with a 
bit of foresight decided to 
build sewage tunnels in Paris. 
Real, proper tunnels you can 
stand in and walk around in... 
These are now the default 
route  for fibre and other in-
frastructures in Paris. So 
there is no need for expen-
sive digging.  The biggest 

problem is gett ing into 
houses in Paris as these are 
all in apartment buildings and 
you need to convince the as-
sociat ion that owns the 
apartment buildings to allow 
you in. 

Cole: Also, I suspect the 
"overbuilders" expenses were 
(or could have  been) dra-
matically affected by ROW 
issues/costs, in addition to 
raw physical items like  put-
ting up (or digging in) the 
stretches of fiber. So  an en-
tity "overbuilding itself " 
where it already has control 
of/access to polls, conduits, 
e tc . might have CAPEX 
waaaaaay lower than a new-
comer.

And, while perhaps not de-
clining at CPU/RAM rates, it 
appears to  me that advances 
like  "bend-insensitive" fiber 
and narrow trenching and 
more experience with de-
ployment are in fact pushing 
down the physical costs. Both 
of these are true. 

The issue with the ROW duct/
pole owners is that they are 
often the copper owners as 
well (ie. incumbents). In that 
case, there's a big elephant 
in the room which is the  de-
sire to maintain your current 
revenues, a huge disincentive 
to invest.

That's why the only incum-
bents who are seriously in-
vesting are  those who feel 
threatened by cable  and/or 
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alternative  fiber (KPN, Or-
ange, Telenor, Telia  Sonera, 
maybe BT someday...)

The Ladder of 
Investment 
Theory
Rood: The economic ap-
proach behind the  investment 
strategy Free-Iliad is using is 
dubbed "the Ladder of In-
vestment".

I have  done  empirical re-
search on this in 2000/2001 
in a series of working papers 
written for DGTP and OPTA. It 
was in a revised version later 
published in Telecommunica-
tions Policy in 2003.

The lead authors of that se-
ries of working papers Martin 
Cave  and Ingo Vogelsang, 
who coined the  term in their 
concluding paper. 

The "Ladder of Investment" 
theory has become a  staple 
in European Telecommunica-
tions policy since.

As it is partially inductive 
theory (we observed a series 
of facts in the case studies 
(my part) along several theo-
retical papers (Valetti, Cave 
a n d V o g e l s a n g ) a n d 
econometric study (Majum-
dar)), it still attracts regular 
fire. On various occasions I 
get articles for peer review 
that attack it. Quite  a lot of 
them tend to be scholarly re-

search funded by incumbents 
[surprise ;-)].

I recently wrote a small note 
to Robert Crandall, of Brook-
ings Institution, as I observed 
from one of the papers I re-
viewed lately, he also was 
sinking his teeth in it and de-
nouncing the "Ladder of In-
vestment" based on some 
genera l i n fe rence f rom 
econometrics he did. 

From the econometrics done 
by Sumit Majumdar it was 
however already clear, that 
regulatory policies tend to 
change to  fast to be able  to 
control for them as a  vari-
able. So called significant re-
sults that refute the "ladder 
of investment" tend to be in-
c o m p l e t e l y s p e c i f i e d 
econometric models e.g. they 
do not control for (too) low 
wholesale prices of network 
elements.

The gist of the ladder of in-
vestment is rather simple.

1. Companies that enter the 
telecoms market start to in-
vest first in assets that are 
easy to enter. 
2. They then expand by sell-
ing services and building as-
sets into complementary ar-
eas with partially leased net-
work elements. 
3. When successful, they fol-
low it up by creating a deeper 
asset base to serve their cus-
tomer base and get rid of the 
costs of leasing.

The main cases are:

1. Tele2, a long distance 
telephone company that 
gradually expanded from na-
tional to local levels, first by 
selling services over incum-
bents networks, then over-
bu i ld i t when that was 
cheaper. 2. Cable operators, 
expanding local cable  to 
broadband and voice and 
gradually expanding by over-
building leased long distance 
lines and networks between 
their nets 3. Home owners, 
expanding into  local loops 
that served their property 
(this  is "homes with tails" or 
"household financing of the 
first mile")

What Iliad is doing, over-
building with fiber in areas 
where they successfully ac-
quired broadband customers 
with their DSL based offer-
ings, is a  genuine example of 
"Ladder of Investment". 

The point is, that many new 
entrants in broadband have 
been shunted from creating 
substantive market share on 
commercial grounds by ob-
struction efforts of incum-
bents, as opposed to com-
mercial business acumen of 
incumbents.

Most incumbents search for 
economists willing to write 
arguments and position pa-
pers that enables them to 
obstruct an entrant with 
some market share but 
higher business acumen to 
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climb the ladder of invest-
ment. Whether it is on inter-
connection policies (allowing 
vast incumbent telephone 
companies to rise origination 
and termination fees high 
above cost, to create a steep 
outflow of money and make 
retailing services unattrac-
tive), or on wholesale  leasing 
of network  elements that 
complements their asset 
base, or blocking home own-
ers or soil owners (munici-
palities) to invest in the  com-
plementary loops. 

The main argument tends to 
be that these competitors get 
a free ride, or they attempt 
to  induce legislators and 
regulators to require entrants 
to engage in overbuilding as-
sets before  they do have suf-
ficiently large market shares 
and profitability to justify 
such a move  by simple busi-
ness economics.

Crandall was recused, as his 
claim  that the "Ladder of In-
vestment" was not working 
was posited before the deci-
sion by Free-Iliad to enter 
FTTH. But if he sticks to his 
guns now, I  might be induced 
to write a reply paper, as he 
did not take on all three  main 
cases in his attempt to dis-
credit the theory.

The key strategy point of 
the "ladder of investment" 
is that you enter a new 
market from a comple-
mentary asset base by 
leveraging your existing 

customer base onto your 
new assets. 

Cases where  the newly cre-
ated asset base was far and 
remote from the original one 
e . g . c r e a t i n g n o n -
complementary assets, tend 
to unravel rapidly, as it is ex-
tremely difficult to create 
synergies in a network and 
are easily broken up. Case on 
that point: Above.net and 
Metromedia Fiber networks. 
Hosting and intercontinental 
backbones were far to re-
mote activities from con-
structing and operating met-
ropolitan fibre rings. 

I recall that I have  send a 
few months ago slides from 
the ECTA 2008 regulatory 
conference, where I used 
some block schemes to show 
step schemes in the ladder of 
investment.

I then also included the net-
work  expansion / investment 
strategy of Google as a new 
case. Google started as a 
search-engine website, but is 
expanding globally with their 
assets and creating partially 
localised versions to  serve 
different language markets 
while constructing their own 
backbone between the Goo-
gleplexes by acquiring IRUs 
on intercontinental cables 
and dark fibres.

Cowen: The best example of 
the ladder of investment is 
BT's international expansion. 
The facts  are all public and it 

rea l ly underp ins Mart in 
Cave's work. The ladder of 
investment is also under-
pinned by inward investment 
into the UK cable business by 
US companies during the 
1990s and is pretty much the 
story of all ECTA members. In 
many ways it is stating the 
obvious, but that does need 
stating. Let me know if you 
need any access to facts or 
materials.

Declining Costs 
Make New 
Frontiers 
Possible
Robert Atkinson: I don't 
see that "ultra broadband" of 
2020 for 3-D TV, home telep-
resence, etc for high end 
consumers would divert from 
the near term mass market 
for basic BB. They are mutu-
ally reinforcing and symbiotic 
(I hope).

Cooper: Unfortunately, in 
the current environment 
there are those who say that 
100mbs broadband is the 
only thing you should build, 
especially with public mon-
eys. The result is that large 
numbers of potential sub-
scribers would be denied ba-
sic broadband either because 
it is unavailable or unafford-
able. If they prevail in their 
entreaties to policymakers, 
the former, high-end net-
works will be  mutually exclu-
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sive with the latter, basic BB. 

Coluccio: I haven't any ar-
gument with this observation, 
only with the foundational 
thinking over the years that 
spawned it. As a user com-
munity with techno-bents we 
here  on this list ha've been 
accustomed to  waiting for the 
state of the art to advance 
for each new upgrade in 
speed. This has been espe-
cially true with DOCSIS, DSL 
and wireless. Even where fi-
ber is concerned, some of 
this had held (and still to a 
large degree continues to 
hold) true. 

However, we're fast coming 
up on a time when incre-
mental speeds will no longer 
depend on improvements in 
the transmission medium's 
state of the art, or in im-
provements in proprietary 
modems. Even today the 
same strand of glass is capa-
ble of supporting 5/2, 50/20, 
100/100, 10G/1G, or even 
10G/10G. And guess what... 
production levels resulting 
from Asian buildouts, espe-
cially, are driving the costs 
for endpoints down to price 
levels that only a year ago 
might have been thought er-
roneous. they have fallen so 
low. According to Craig Mat-
sumoto of Light Reading, the 
price point for a  10 Gbps PON 
endpoint made by several 
manufacturers (capable  of 
symmetrical Gb service) is 
now down to 80 bucks a pop. 
I questioned this, and he 

double-checked with his ven-
dor sources. Yep, 80 bucks a 
pop. So what are the criteria 
that make this single strand 
of glass support 2/1 as op-
posed to 10G/10G? It ain't in 
the cost-plus, that much I 
know.

Electronic 
Medical Records
COOK Report: At
http://www.nytimes.com/200
9/03/26/business/26health.ht
ml?hpw=&pagewanted=print

The Obama administration's 
health technology plan, which 
is part of the economic re-
covery package, includes in-
centive payments for adopt-
ing electronic health records - 
more than $40,000 per phy-
sician and up to several mil-
lion dollars for hospitals. The 
payments are spread over a 
few years and are based on 
"meaningful use" of "certi-
fied" records, although Con-
gress left defining those 
terms to  the Department of 
Health and Human Services.

The incentive  payments, in-
dustry experts say, are 
enough to greatly accelerate 
the adoption of electronic 
health records. In the new 
survey of hospitals, the cost 
of digital record systems was 
cited as the single largest ob-
stacle to adoption.
Dr. David Blumenthal, a pro-
fessor at the Harvard Medical 

School, oversaw the hospital 
study. Last week  he was 
named the national coordina-
tor for health information 
technology in the Obama 
administration. In a  confer-
ence call to discuss the study, 
Dr. Blumenthal declined to 
talk about his plans in detail.

But clearly, he sees electronic 
health records as a tool to  
reform health care, and the 
Obama administration in-
tends to shift Medicare  and 
Medicaid reimbursement to-
ward paying for better health 
outcomes, which will be 
measured and monitored us-
ing technology.

"The goals are quality and 
efficiency, instead of just put-
ting machinery in offices," Dr. 
Blumenthal said. "If we en-
courage better performance, 
then physicians are going to 
find ways to  improve  per-
formance. And health infor-
mation technology is one cru-
cial way to do that."

Editor: So far so good but 
the Times points out that 
"only 9 percent of the  na-
tion's hospitals  have elec-
tronic health records, based 
on a survey of nearly 3,000 
hospitals." and that "two ex-
perts in health information 
technology at Children's Hos-
pital Boston assert that 
spending billions of dollars of 
federal funds to stimulate the 
adoption of existing forms of 
health record software  would 
be a costly policy mistake.
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In the article, identified as a 
"perspective," Dr. Kenneth D. 
Mandl and Dr. Isaac S. Ko-
hane portray the current 
health record suppliers as 
offering pre-Internet era 
software - costly and wedded 
to  proprietary technology 
standards that make it diffi-
cult for customers to switch 
vendors and for outside pro-
grammers to  make  upgrades 
and improvements."

COOK Report: The June 
1979 Futurist Magazine pub-
lished an article I wrote on 
computerized medical re-
cords. Problem oriented 
medical records apparently 
are almost 30 years later fi-
nally beginning to  be adopted 
... but not yet the computer-
ized form.  That's even 
slower than economics ad-
vances being reflected in the 
law?

Is there was a business op-
portunity to develop open 
source records?

Harrowell There already is - 
see www.hardhats.org. 

Editor: It turns out that the 
Veteran’s Administration has 
a major open source efforts 
called VistA VISTA (Veterans 
Health Information Systems 
and Technology Architecture. 
http://www.hardhats.org/dhc
ptovista.html

Harold Feld adds excellent 
points of his own: Electronic 
Medical Records: Imagining 

the End Game Shapes The 
System, So Who Gets to 
Imagine the End Game? 
"When you have a  hammer, 
everything looks like a  nail." 
When you are a doctor, it is 
all about you.

According to Dr. David Kibbe, 
spokescritter for the Ameri-
can Assoc. of Family Physi-
cians, the whole point of 
switching to electronic medi-
cal records is: "for doctors' 
offices and hospitals to  be 
able to easily share patient 
information, something the 
vast majority can't do today. 
That would cut down on mis-
taken and unnecessary pro-
cedures and give doctors 
faster access to more accu-
rate information about pa-
tients' medical histories and 
drug regimens."

But there are, in fact many 
other advantages to elec-
tronic medical records. One, 
for example, is to facilitate 
patient choice of doctor or 
specialist by making it easy 
for the patient to access, or 
provide access, to all medical 
records in one place. Right 
now, my ability to switch 
from my current practitioner 
to another practitioner is de-
pendent on my collecting my 
medical info  and moving it to 
my preferred doctor. The law 
requires my current Doctor to 
allow this, but it does not re-
quire  them to make it easy 
for me.

Electronic medical records 

with easy patient access 
would make it possible for 
me to change doctors eas-
ily, or consult new ones. 
Mind you, I might make some 
foolish choices. And there are 
non-trivial privacy safeguard 
issues in building a system 
with such access. But I will 
not even get to think  about 
the  cost/benefit analysis if 
those  designing the system 
do not consider this the  "end 
game" or, possibly, even a 
desirable feature.

For an example of how imag-
ining the end game shapes 
the outcome, consider the 
Internet.  It was designed by 
people who thought the end 
game was making it possible 
to exchange all manner of 
information. This is the fa-
mous "end-to-end" principle, 
which became one of the 
foundational design feature 
for the TCP/IP protocol suite 
in the early 1980s. This de-
sign principle  produced a 
network in which it became 
very easy to send anything to 
anyone. This had many good 
features - if you are reading 
this  you are enjoying one 
right now - but also made the 
easy transmission of "mal-
ware" possible. Because 
those  designing the system 
did not envision "secure 
transmission" as the  end 
game but "maximizing the 
ability to transmit" as the end 
game.
But there are always trade 
offs in any system. The rise 
of TCP/IP  and other packet-
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switched networks using 
"best efforts" and decline of 
the super-reliable "five 9s" 
(99.999% reliable) public 
switched telephone network 
(PSTN) demonstrates that, 
for all its flaws, best efforts 
has a  lot going for it. Simi-
larly, an electronic medical 
record system built to  maxi-
mize patient utility rather 
than the narrow purposes 
conceived by family doctors 
and hospitals will have a very 
different set of benefits, 
costs, and vulnerabilities. But 
as a patient, I'd rather make 
that the end game.

As always, it boils down to 
who gets to be in the room 
when the decisions get made. 
While  I have  no doubt that 
room will include  doctors, 
hospi ta l administrators, 
health insurance  reps, and 
probably some engineers, I 
hope it will also include a 
good selection of others peo-
ple whom patients would like 
to give access to  their medi-
cal information to facilitate 
treatment. This could include 
my pharmacist, the nurse 
taking care of a  home-bound 
patient, a physical or occupa-
tional therapist, a  nutritionist 
I wish to consult . . . .

Or perhaps it might be easier 
to let me, as the patient, 
imagine the  end game and 
the desired outcome.

Incumbents (Like 
the Banks) Spurn 
Stimulus Funds
Eric Lee: I hope they con-
tinue being this stubborn and 
try to shun the USG.

Verizon, AT&T May Tell U.S. 
to Keep $7.2 Billion Stimulus 
Money  By Molly Peterson

March 31 (Bloomberg) -- Ver-
izon Communications Inc. 
<http://www.bloomberg.com
/apps/quote?ticker=VZ%3AU
S> and AT&T Inc. may have 
this response  to  the U.S. 
government's offer of $7.2 
billion for high-speed Internet 
projects: Keep it. 

Unlike the businesses that 
welcomed the $787 billion 
stimulus package approved 
by Congress last month, the 
two biggest U.S. phone com-
panies have reservations. 
They're  urging the govern-
ment not to help other com-
panies compete with them 
through broadband grants or 
to set new conditions on how 
Internet access should be 
provided. 

"I  don't think there's much 
for them  to gain financially 
from going after this money," 
especially if the government 
attaches strings to  it, said 
R e b e c c a A r b o g a s t 
<http://search.bloomberg.co
m/search?q=Rebecca+Arbog
ast&site=wnews&client=wne

ws&proxystylesheet=wnews&
output=xml_no_dtd&ie=UTF-
8&oe=UTF-8&filter=p&getfiel
ds=wnnis&sort=date:D:S:d1
> , an analyst at Stifel Nico-
laus & Co. in Washington. 

The companies have  re-
mained noncommittal as they 
lobby to shape rules for the 
grants.  "We do not have our 
hand out seeking government 
f u n d s , " J a m e s C i c c o n i 
<http://search.bloomberg.co
m/search?q=James+Cicconi&
site=wnews&client=wnews&p
roxystylesheet=wnews&outp
ut=xml_no_dtd&ie=UTF-8&o
e=UTF-8&filter=p&getfields=
wnnis&sort=date:D:S:d1> , 
AT&T's  senior executive vice 
president, told reporters 
March 11. While the company 
is "open to considering things 
that might help the economy 
and might help our custom-
ers at the  same time," he 
said AT&T's primary focus for 
broadband is its own invest-
ment program. 

The $7.2 billion is intended to 
bring fast Internet service to 
"unserved" areas that don't 
have it and other regions the 
government deems "un-
derserved," according to the 
stimulus measure. The  Com-
merce Department's National 
Telecommunications and In-
formation Administration 
<http://www.ntia.doc.gov/> 
will disburse $4.7 billion and 
the  Agriculture Department 
$2.5 billion. Both agencies 
mus t dec ide what "un-
derserved" means before 
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awarding any grants. 

Verizon and AT&T say if they 
seek funds, they are more 
likely to apply to NTIA be-
cause the law requires the 
Agriculture Department to 
give priority to rural carriers 
that have already partici-
pated in its loan programs for 
telephone service. [snip]

Estrada: Beware. They 
probably are rallying their 
jillions of state  external rela-
tions specialists (lobbyists) to 
come up with new and ne-
farious ways to block stimu-
lus "builds" at the state and 
muni-level. Just because they 
don't want it, doesn't mean 
they want the rest of us to 
have it either. Check out the 
final quote in the  article  - 
gosh, does she have it right! 
Best outcome for them - de-
mand building in urban areas 
of low adoption - poverty, 
language, ICT skill-deprived. 
That way they have  no in-
vestment, don't have to write 
any grant proposal but get 
the fed grantees to  do their 
marketing for them. In Cali-
fornia, that's 15M people - 
about 7 millionish residences. 
Not too shabby.

Lee: Absolutely no question 
that the name of their game 
is obstruction. It is extremely 
important therefore to iden-
tify instances in which are or 
suspected of being involved 
and reported to the Obama 
Administration.

Fiber Versus 
Wireless in the 
Rural Broadband 
Last Mile
Mark Cooper: David Isen-
berg convinced me to ad-
dress the fiber v. wireless de-
bate at his Freedom to Con-
nect Conference (F2C), in re-
sponse to  a panel that was 
made up of muni fiber advo-
cates. Having heard the 
analysis, I am more con-
vinced than ever that the 
middle mile fiber/first mile 
wireless approach is correct. 

At the F2C conference I of-
fered 4 reasons stimulus dol-
lars to serve the un- and 
under-served would be best 
spent funding an approach 
that combined support for 
middle  mile fiber with cutting 
edge first mile wireless. I 
gave four basic reasons. 

Goldstein: I  agree with this 
position. It's especially suit-
able for the "unserved" ar-
eas, which tend to have a  low 
subscriber density per square 
mile. One other benefit of 
wireless last mile comes to 
mind: The point of "stimulus" 
is job creation. When we 
normally talk telecom policy, 
we seek efficiency and cost-
effectiveness. That often 
means an efficient, low-labor 
answer. When we  talk stimu-
lus, though, there's a new 
bias towards the approach 

that uses more people. And 
therefore the same money 
should have less devoted to 
capital purchases.

Fiber has decent one-time 
labor requirement; putting it 
in the ground is a nice  thing 
for stimulus. Wireless local 
loop -- not CMRS, but the 
kind that delivers high-speed 
fixed broadband across wide, 
especially rural, areas -- 
tends to work best with an 
outdoor antenna at the cus-
tomer site. A truck roll may 
be needed to install the sub-
scriber radio. So that's a 
short-term stimulus to put up 
the base stations, and a 
longer-term job creation for 
radio technicians/installers. 
Plus, the cost of the sub-
scriber radios is pretty low 
nowadays (<$200). And WLL 
base stations cost about an 
order of magnitude (or two) 
less than CMRS ones, but can 
still cover multiple square 
miles.

Cooper:  You can serve 
many more  households – by 
Tim Nulty’s math twice as 
many, by most other people’s 
math three or four times as 
many.

1. Cutting edge wireless 
technology is a “two-fer.” It 
gives you mobile  computing 
and basic broadband connec-
tivity that meets the vast ma-
jority of needs for personal 
a n d g o v e r n m e n t a l 
communications.  The fact 
that the fiber advocates in-
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voke HD TV as the killer ap-
plication underscores our 
point that the vast majority 
of applications that people 
need for economic, social and 
political participation are 
supported by cutting edge 
wireless.  

2. Middle mile fiber and mo-
bile computing are  “future 
proof.”  I prefer the  term “no 
regrets” because they will 
certainly part of the 21st cen-
tury communications tech-
nology [basic infrastructure.].

3. While the members of the 
F2C panel all represented 
publicly owned systems that 
are accountable, this ap-
proach is a very small niche, 
which is not likely to scale  up 
to serve the  vast majority of 
the  un- and under-served.  
The prospect of a massive 
public subsidy without public 
interest oversight is a major 
concern.

4. As a  questioner from the 
floor, it was difficult to have a 
dialogue, but after hearing 
the argument, there are  
four other reasons [5-8]  
that the  middle mile fiber/
first mile wireless proposal 
better achieves the goal of 
“adequate facilities at rea-
sonable charges.”

5. The argument for fiber 
rests on the claim that even 
though the cost is twice as 
high, the average revenue 
per user will be  four times as 
high, so it makes more eco-

nomic sense.  This suggests 
that the  economics of the fi-
ber build rests on the same 
big bundle strategy that the 
incumbent cable and telcos 
are pursuing.  We will have 
the same affordability prob-
lem that we now have, with 
the 40 percent of households 
that have access to broad-
band not subscribing because 
of cost.

6. The claim that doing fiber 
first gives you backbone and 
back office on which to piggy 
back wireless works both 
ways.  Middle mile fiber/first 
mile wireless gives you the 
same backbone and back of-
fice.

7. The  suggestion that tech-
nology will increase the  ca-
pacity of spectrum in the 
glass, works for all spectrum, 
including radio spectrum; 
that is what LTE is about.

8. If we are  looking for policy 
changes and near term de-
velopments to make broad-
band more  affordable, open-
ing the 700 mhz band and 
white spaces in rural America 
would cut costs by two thirds, 
making fiber between five 
and ten times as expensive 
as wireless.

All eight of these  points were 
made in generally in our 
c ommen t s t o  t he  FCC .  
While everyone agrees we 
want both fixed and wire-
less broadband, the reality 
is we don't have enough 

money in the stimulus to 
do either.  Getting the 
biggest bang for the buck 
is crucial and middle mile 
fiber/first mile wireless 
wins that competition by a 
miles. 
 
COOK Report: I'd like  to add 
however that while from a 
technology point only - I 
agree with JAAP that fiber - 
all fiber - is the goal, I  am in 
Mark Cooper's camp.

Why? Because after talking 
with Mark  in some consider-
able detail, I have come to 
realize that there are  politi-
cal, procedural and economic 
issues in the current US 
situation that make his ap-
proach strategically much 
more sound.

Goldstein: Note that the 
Netherlands has a  population 
density roughly equivalent to 
New Jersey, one of the most 
densely-populated states. 
There are few farms left in 
New Jersey (basically a farm 
belt in the southern tip of the 
state). The rest is sprawling 
suburbs dotted with decaying 
older cities, like my home 
town.

Atkinson: Now, go to: 
http://broadbandsearch.sc.eg
ov.usda.gov/ and select 
"search tool" and then "By 
States & and Counties" and 
then select New Jersey. You 
will see that RUS is funding 
"rural broadband" in Atlantic 
City and environs, wealthy NJ 
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shore and lake communities 
but not the  last really agricul-
tural parts of New Jersey. 
Then select, for example, 
West Virginia. Nothing.

Mary Beth Henry: George 
Bernard Shaw famously said 
that "All generalizations are 
wrong - including this one" so 
I think we must accept 
that there is no definitive 
answer to the Fibre (note 
the proper spelling) ver-
sus Wireless debate. The 
focus must be on how we 
mar t ia l whatever re-
sources we have in which-
ever part of the world we 
are in to give the greatest 
socio economic benefit. 
There is little doubt that in an 
ideal world we should have 
fibre connections to every 
premises and that there 
would be unlimited capacity 
over that fibre. If we accept 
that - we can accept that 
everything we do takes us in 
that general direction.

This then allows us to think 
of how we can use  the re-
sources we have to drive us 
in the direction we want to go 
- or more importantly - to 
ensure that whatever we do 
does not detract from that 
direction. In that context a 
middle  mile fibre with a wire-
less edge is  definitely pro-
gress on the road to our ob-
jective. That is  subject to a 
couple of things

1. That the fibre  is genuinely 
open access so  that competi-
tion and market forces are  
allowed to flourish and drive 
newer and better solutions 

2. That public policy ensures 
a. that all physical interven-
tions in infrastructure (new 
housing, new roads, new 
utilities) include a fibre con-
nections. b that all state in-
vestment is made in solutions 
that support the development 
of this vision and not in sus-
taining technologies that act 

as a barrier to  such invest-
ment. 
c. that fiscal policy supports 
private sector investment in 
open access technologies. 

3. The owners of the wireless 
solutions are not in a position 
to act as monopolists and 
create bottlenecks.

In this  context, with clear 
policy and planning between 
public and private  sectors 
each market can use what-
ever resources it has at its 
disposal to drive towards a 
vision at a speed that befits 
the resources available.`
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Mapping

Lee: Congressional Daily on 
April second: “House Energy 
and Commerce Communica-
tions, Technology and The 
Internet Subcommittee rank-
ing member Cliff Stearns, R-
FL., and others at a  hearing 
warned about the need to 
complete a national broad-
band inventory map, which 
the Commerce Department's 
National Telecommunications 
and Information Administra-
tion is charged with complet-
ing, before distributing the 
federal broadband grants. 
The funding is aimed at ex-
panding broadband deploy-
ment, particularly in un-
served and underserved ar-
eas. 

The United States has fallen 
to 15th place in broadband 
adoption, according to the 
Organization for Economic 
Cooperation and Develop-
ment. Rep. Anna Eshoo, D-
CA., argued that "restoring 
our competitive edge in this 
area is a  must." But she and 
others warned that "if this 
$7.2 billion is bungled, I don't 
think Congress and the 
American people will have 
confidence to take even 
deeper steps." Former FCC 
Commis s i one r Rache l l e 

Chong, now a California Pub-
lic Utilities Commission mem-
ber, touted her state's efforts 
to expand broadband access. 
She urged states to conduct 
broadband mapping before 
applying for federal broad-
band funds. "If we had un-
dertaken the  broadband ini-
tiative  before mapping, I 
think we would have mis-
spent the money," she said.

Estrada: Ms. Chong is mis-
spending "her" CASF broad-
band fund now, even with the 
mapping. The mapping Cali-
fornia  did "smoothed" the 
provider data  so areas like 
where I  live/work and have 
no freakin broadband shows 
that we have more than 10 
Mb combined. 

Mapping has its place - 
mostly as a  community or-
ganizing tool to create col-
laborations between local 
communities and local pro-
viders. There is a LOT more 
analysis that needs to 
take place about a region 
that is way beyond a sim-
plistic, distorted mapping 
o f combined up load/
download speeds that will 
drive sensible spending of 
the ARRA funds. 

So, please, those of you kids 
that hang with the DC crowd, 

can you point out how silly 
Sterns argument is (or will I 
just read a  Brodsky piece 
tomorrow that tells me  that 
it's all a Connected Nation 
ploy?)

Wedeman: I just went to 
the  home page Broadband 
Census.com where right up 
at the  top is an invitation to 
" take the census." OK, 
there's the first blot on the 
'census's record: it's not a 
census. Example: just for the 
heck of it, I took the "census" 
survey. First thing I noticed: 
if you don't have  high speed 
connectivity, or any other 
connectivity, how on earth 
will you be able  to fill the 
thing out? The fact is that it 
excludes a lot of people sim-
ply by requiring that the sur-
vey be fi l led out online 
(pause in astonishment at 
how anyone  could imagine 
that such an effort would 
provide anything accurate or 
useful). 

Second, the site is filled with 
ads: it's a for-profit site. This 
is a major no-no; unethical 
and in violation of all normal 
standards of measurement. 
Census taking is a serious 
scientific exercise, not a 
business. There is also no 
way the site can limit an 
individual to one survey, 
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which means that anyone 
who so chooses and has 
the ability to log in from 
different places, can es-
sentially stuff the ballot 
box.

Third, after having taken the 
"census," which, by the way 
says it can be completed 
anonymously, sans an e-mail 
address but requires an e-
mail address for the  data to 
be submitted and the  'speed 
test' to be completed, I went 
to see my own results and 
then those for my zip code. 
This was the  best part of all. 
I live  in 19118. The 'report' 
told me four people had filled 
out the 'census.' Note: as of 
2000, the population of this 
zip code was over 9,600. 

Here's the information I got 
back: 4 people  in my zip code 
have filled out the census. 
Small problem: all 4 of them 
were me!)

James Enck: It gets worse. I 
just took  the test, here are 
my results - except that I ac-
tually am in the UK.

P r o m i s e d D o w n s t r e a m 
Speeds: NA Actual Down-
stream Speeds: 3.75299 
Mbps Promised Upstream 
Speeds: NA Actual Upstream 
Speeds: 0.444 Mbps Go to 
your ZIP code: 38117 Go to 
your provider's page: Com-
cast

Atkinson: I don't think 
Broadbandcensus.com has 

any connection with the  Cali-
fornia task  force mapping 
project or the California task 
force. I would certainly hope 
not.

Estrada: You are correct. 
The California mapping pro-
ject was done strictly under 
the auspices of the CPUC and 
is not associated with Broad-
band Census. 

But, Sara's experience with 
Broadband Census , the 
known issues with the Cali-
fornia  map, the continuing 
saga of Connected Nation vs. 
North Carolina, all point in 
one direction - mapping, 
while  a handy tool if you 
know what to map and you 
have verifiable, reliable data 
sources, is  like  any other 
data base  - garbage in leads 
to garbage out. 

Or, in the alternate view, one 
can make a map say any-
thing they want. The question 
really boils down to where 
the data comes from --what I 
think Sharon Gillette posited 
very succinctly in her Round-
table remarks and what Sara 
Wedeman. is  talking about in 
her posting - publicly ac-
cessible, verifiable data is 
the most reliable way to 
build the maps and the 
only way the government 
should spend our tax dol-
lars.

Atkinson: It is  probably too 
late  to change the upcoming 
Decennial Census to include  a 

house-by-house, street-by-
street survey of what people 
actually have  and use. The 
Census Bureau could proba-
bly make a great broadband 
map if they asked the right 
questions without any input 
from the suppliers. Hopefully, 
census info can be a  useful 
cross-check on very mapping 
program.

Wedeman: Where to begin?

First, this is not just a 
mapping issue. It is a 
competence in research 
design & data collection 
issue as well. Anyone who 
knows anything whatsoever 
about the  meaning of the 
word "census" knows that it 
means everyone. (Obviously, 
this silly so-called census is 
anything but). If it were  an 
actual census it would include 
everybody, not just people 
who have computers, and - 
moreover, are able to  run re-
cent versions of java - which 
happens to be required for 
the speed test. This is NOT " 
only as good as any user 
data." It is substantially 
worse, and when I say that it 
is after I have already set the 
bar quite  low based on the 
generally poor quality of re-
portage on data  by people 
who know little-to-nothing 
about research design, statis-
tics, and/or data analysis.

The U.S. Census is a very 
scientific* effort and is far 
better constructed than any 
commercial product I have 
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ever seen (and I have seen a 
lot of them, believe me). The 
people who design and exe-
cute the  Census are incredi-
b l y s k i l l e d a n d h i g h l y 
qualified--far more qualified 
than anyone associated with 
most market research studies 
and certainly than whoever 
designed this "survey." In my 
experience, when one calls to 
ask them questions about 
where and how to get infor-
mation, and even to plug for 
adding or rephrasing items, 
the people at the Census Bu-
reau are helpful, knowledge-
able, and -- most of all -- 
thrilled to hear that anyone 
at all is interested in what 
they are doing.

Note that the census qua 
census is about counting: 
counting people in various 
categories, demographic and 
otherwise, then total ing 
them. The input data for this 
is called the  "short form" and 
every last person living in the 
U.S. will be measured using 
this form. Sometimes, if a 
sub-population is reluctant to 
participate (e.g., illegal immi-
grants, who are afraid of be-
ing deported, homeless peo-
ple, who are hard to track, or 
homebound old people-who 
may not speak very good 
English), they will adopt 
other methods for reaching 
them.** 

Based on what the Census 
researchers learn about the 
population as a whole, they 
then pull together a  scientifi-

cally selected sample for 
completion of the "long form" 
of the survey. The long form 
is designed to ensure a level 
of accuracy and predictive 
power that will make projec-
tions from the sample to the 
total population solid as a 
rock. Thus, it is not neces-
sary for anyone to go to each 
and every residence  in Amer-
ica asking about broadband 
access.

* What do I mean by 'scien-
tific?' Among other things, I 
mean random selection 
within the groups in ques-
tion (age, gender, educa-
tion, race or ethnicity, and 
more), and care to include 
enough people  in each 
"cell" (that is population 
subgroup) to enable  ana-
lysts, when it comes time 
to generalize from  the 
sample to the population as 
a whole, to produce solid 
numbers, which will be ac-
curate  within a known band 
of random error (AKA the 
confidence interval). 

* What do I mean by solid? 
Among other things, each 
and every question (e.g., 
access to broadband) must 
be both valid (=measures 
what it intends to measure) 
and reliable (=measures it 
consistently and accurately 
across time, place, and 
population group). Any re-
sults that are reported 
must meet rigorous stan-
dards for statistical signifi-
cance (upwards of 95% un-
likely to have occurred by 

chance alone), Type I and 
Type II errors (= the 
measures are sufficiently 
sensitive to  pick  up real dif-
ferences, yet discerning 
enough to prevent "false 
positives" and "false  nega-
tives."). 

Adherence to the clearly es-
tablished, written standards 
for sampling methodology, 
adequate levels of validity 
and reliability are the bedrock 
quality measures that must 
be achieved to render results 
that can be generalized from 
a smaller group to a larger 
one. These measures are 
quantitative, rigorous, and 
have been tested for effec-
tiveness for over fifty years 
(they passed ;-).

By the way, re: Bob Atkin-
son's comment:

It is probably too late to 
change the upcoming Decen-
nial Census to include a 
house-by-house, street-by-
street survey of what people 
actually have  and use. The 
Census Bureau could proba-
bly make a great broadband 
map if they asked the right 
questions without any input 
from the suppliers. Hopefully, 
census info can be a  useful 
cross-check on very mapping 
program.

In fact, it is  not too late to 
change the upcoming Decen-
nial Census. As of sometime 
this week, they were  still so-
liciting comments. (The last 
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time I checked, they did have 
questions about computer 
use, broadband, and etc. 
They had quite  a few of these 
in the 2000 census as well.) 
I'll be glad to go to the com-
ments section, check it out, 
and get back to you. If I see 
glaring omissions, I'll add 
some comments. I'd like to 
add any you might have  as 
well (note: this is directed at 
the whole list).

In the mean time, the best 
thing we can all do is to lobby 
in any way we can for abun-
dant funding for the U.S. 
Census. It was totally gutted 
during the Bush years, de-
spite its importance to  all. 
The Census is not just about 
redistricting and who gets 
how much money: busi-
nesses depend on it for in-
formation needed in almost 
everything, from product de-
velopment to site selection, 
to  marketing communica-
tions, and on and on and 
on.... 

I swear, someone should or-
ganize a research "truth 
squad" to assess the quality 
of "analyses" being presented 
to the Congress. So many 
things that look like fact are 
anything but, yet they are 
being presented to lawmak-
ers as a viable basis for mak-
ing hugely important deci-
sions.

In my field, looking like a re-
search product is called "hav-
ing face validity." Sounds 

rather official, doesn't it? Ac-
tually it means exactly this: it 
looks like what it claims to 
be. Hey, if I get a really good 
Halloween costume, I'll look 
like the Queen of England, 
bu t tha t won ' t ge t me 
crowned!

Enck: I didn't attempt to  drill 
down into the  political as-
pects, but I did blog my ex-
perience with the site first 
thing this morning UK time, if 
it's of any use to you in 
documenting how easy it is to 
game this site  from outside 
the US. Three hours ago I 
had a hit on this post from 
http://www.house.gov/ and it 
looks l ike the l ink was 
emailed to the recipient. 
Looks like it struck a chord 
with someone, somewhere. 
Maybe  it's just the  comedy 
value of such a  naively de-
signed site.

Atkinson: Regarding the 
Census and whether it can be 
a vehicle for the required 
"broadband mapping," while I 
was at the Dept. of Com-
merce moderating four days 
of the NTIA-RUS public meet-
ings, I asked a number of 
Commerce Dept. people (but 
not Census Bureau) about 
whether the Census could be 
the best source  of unbiased 
information for the "broad-
band mapping" and the gen-
eral reaction was "no, it's  too 
late." On the  Broadband 
Mapping rountable, John Hor-
rigan of the  Pew Internet Pro-
ject seemed to support the 

idea of greater Census in-
volvement and he, like you, 
recalled Census involvement 
in previous years.

It may be that one silo  in 
Commerce isn't talking to an-
other silo  or some other bu-
reaucratic reasons, but if you 
can file  comments with the 
BTOP program advocating the 
use  of census data, etc. I 
would strongly recommend 
that you do. I know that the 
BTOP managers at NTIA 
would welcome all the  expert 
advice they can get and this 
mapping requirement seems 
like  a difficult decision for 
non-experts to make. Com-
ments can be f i l ed at : 
http://www.ntia.doc.gov/broa
dbandgrants/form.cfm  by 
April 13.

Wedeman: I don't doubt 
that the  Commerce people 
you spoke with knew little 
about the Census. I'm  confi-
dent that your hypothesis is 
part of the story, but my ex-
perience tells me there is  an 
additional element as well:

The Census web site is in-
credibly complicated. The  Bu-
reau catalogues a huge 
amount of information and 
makes it available, free, to 
the public (I know, because I 
have several times down-
loaded the entire Census data 
site...it's quite large). Moreo-
ver, it is  linked to the Bureau 
of Labor Statistics (BLS), the 
Mapping bureau, and more 
than 100 other statistical 
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sources within the U.S. gov-
ernment. This is not to men-
tion all the other information 
sources, such as the O*Net 
Consortium, which has in-
credibly detailed, high quality 
information on occupations, 
the relationship between oc-
cupation and personality (in 
immense detail and very high 
quality, for over 900 occupa-
tions and 900 industries, 
from 2-6 digit NAICS codes. 
And then there is the Eco-
nomic Census, conducted 
every 5 years, which is a 
treasure trove of fantastically 
valuable information.

Best of all, each of these  sits 
on the  same common de-
nominator(s), in the form of 
standard units of measure-
ment. This means that one is 
able to analyze high quality, 
highly granular data across 
multiple databases. In other 
words, it contains everything 
needed to  a  source  of the 
Mother of all Mashups.

The main reason I know this 
is that I have used it to great 
effect, repeatedly, in my con-
sulting work. It has enabled 
me to do things others 
thought impossible and/or for 
which they were already pay-
ing third-party 'translators' 
an arm  and a leg (cognitive 
dissonance alert: who wants 
to be made  aware  that they 
are paying millions for free 
data of the highest quality?) 

Data are intimidating, and to 
handle them properly re-

quires skill, training, and a 
comfort with numbers. I  be-
lieve this is  one reason so 
many companies and large 
non-profits buy barely ana-
lyzed, extracted versions of 
these very same data from 
commercial vendors for as-
tronomical prices.   [Snip]

That's my take, FWIW. Now 
I'll proceed to test my hy-
pothesis by going to  the vari-
ous sites and see whether I 
can find any evidence of cur-
rent connectivity measure-
ment. I'll also do my best to 
find out whether they are still 
taking input (I was on the 
site yesterday and got the 
dist inct impression they 
were). Finally, will enthusias-
tically accept your and Su-
san's advice and file a com-
ment once I've got my facts 
nailed down. I'll probably run 
it by you before submitting it 
(that means, before April 
13), for editorial and/or any 
other kind of advice you 
might have to offer.

Editor - and later

The latest "news," such as it 
is, is  that I  just read the 
"methodology" section of the 
research that was the basis 
for Ms. Chong's maps. My 
observations follow.

Professionally, I would call it 
a joke---that is, if it were ac-
tually funny.

To start with, they asked the 
wrong question. Theoretical 

availability does not connec-
tivity make. The relevant 
question is not whether it can 
be plausibly argued that the 
service is  available, but 
rather a  tangible measure 
showing that it is (example: a 
count of the number of 
 customers--especially. retail 
customers--the provider has 
in a particular area, com-
pared to the  known popula-
tion count). 

It appears that during the 
course of the research, not 
one single datum was gath-
ered from a living person, 
unless that person was the 
employee of a provider hand-
ing a pile  of digitized data to 
w h o e v e r s u b s e q u e n t l y 
crunched the numbers. The 
upload/download speed data 
they used did not even re-
quire  the presence of a  per-
son to collect.

Moreover, a concept like 
under-served, which is by 
nature intangible and subject 
to interpretation, needs to be 
operationalized, by which I 
mean made tangible -- with-
out distorting the effort's 
original intent. The process of 
choosing, defining, opera-
tionalizing, and testing such 
variables is demanding but at 
least we know how to do it. 
The known methods for de-
veloping sets of measures 
have  been carefully devel-
oped, tested, adjusted and 
refined over many decades. I 
use  them myself in practically 
every project I undertake. 
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Believe me, it's  worth the ef-
fort!

Just off the top of my head, 
some of the  items I would 
want to include in a  definition 
of "level of service" would 
likely be:

Whether the service  was 
accessible--physically 
and financially, to the 
entire population or 
just a subset.

Whether people had the 
e q u i p m e n t t h e y 
needed to use it, and 

A very precise, granular se-
ries of measures of 
adoption.

Obviously, none of these 
were present in Ms. Chong's 
"study." I'm attaching the 
Methodology page for anyone 
who wants to review it.

Goldstein: I  met Drew Clark 
today; he led the panel I  was 
on at the National League  of 
Cities webcast on the broad-
band aspects of the stimulus 
bill. He  is trying to put some-
thing useful together, but 
faces the  same problem as 
everyone else. The phone 
companies won't let their 
coverage data out.  DSL cov-
erage varies block by block, 
and they have it all, but if 
they released it, then com-
petitors would know where 
the unserved areas are.  In-
stead, they give lip service to 
letting others try to  figure out 
where they do and don't 
cover, while hiding the real 
answers, and the government 

tries to figure out which pro-
posals really do address the 
unserved.  So Uncle will 
spend $350M or some such 
to figure out something that 
the Bells (and MSOs, but they 
d o n ' t h a v e t h e l o o p -
qualification problem) already 
know.

COOK Report;  Fred thanks 
for your response. Your im-
pression in the first para-
graph about Drew is pretty 
much what' mine is

Gregory Rose: At the  risk  of 
sounding surly, I wonder why 
we are even bothering with 
these half-arsed mapping 
projects instead of demand-
ing that the FCC require all 
providers to submit regular 
reports on availability and 
subscribership at the most 
granular level under penalty 
of perjury.  The argument 
that this is proprietary infor-
mation is nonsense.

Goldstein: The FCC requires 
"broadband" providers to re-
port customer location, by 
census tract, on the  annual 
Form 477.  More granular 
would be nice, but geocoding 
is a  non-trivial exercise. 
 Also, note that Form 477 has 
to be filed by ISPs who lease 
broadband, even though they 
don't own the loops.  It's the 
wire owners that matter; the 
FCC's "level playing field" is a 
serious burden on small ISPs.

Rose: These providers oper-
ate on public sufferance un-

der public licenses.  If the 
providers don't want to pro-
vide  the information, they 
can surrender the licenses 
they hold to the FCC.

Goldstein:  When did you 
get an ISP license?  In the 
US, there is no such thing. 
And phone companies oper-
ate under state  license, not 
federal.  The FCC can how-
ever fine anyone who doesn't 
fill out their FCC paperwork.

Rose: This  is  information 
necessary to determine 
sound public policy and pri-
vate  interests have no right 
to conceal from  the public 
how they utilize public li-
censes.  The only reason pro-
viders hide behind proprie-
tary claims is to avoid regula-
tion under the 70/70 rule.

Goldstein;  I don't think  the 
70/70 rule comes into play -- 
the cable guys really don't hit 
the magic numbers yet. 
 They keep coverage secret 
to make it harder to find un-
served markets; they'd rather 
keep competitors out of po-
tential new service areas 
near their current ones.

Estrada: An innocent ques-
tion or two:

1. Does the US federal gov-
ernment mandate  mapping of 
the electric grid and make it 
available to the public?
2. Does the US federal gov-
ernment mandate  mapping of 
the water distribution system 
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and make it available to the 
public?
3. Does the US federal gov-
ernment mandate  mapping of 
the wired telephone system 
and make it available to the 
public?
4. In the US, the 3G provid-
ers seem to do a  fair job at 
mapping their coverage and 
make it available  on their 
web site. Why is this not 
adequate?

I'm also curious about the 
mapping done in other coun-
tries for both broadband and 
the other public infrastructure 
mentioned above. I'm won-
dering if we could learn any-
thing from those efforts. 

I'm also wondering if we're 
confusing the mapping goal 
which should be *figuring out 
where the unserved are and 
how to get them service* 
with an alternate  goal of *a 
public humiliation strategy for 

o u r b e l o v e d d u o p o l y 
combos.*  Personally, I'm not 
a big fan of getting data from 
the providers.

Rose: Susan,  It is not about 
humiliation.  It is about con-
trol.  The private  sector en-
joys access to a  national re-
source, the  electronic spec-
trum, only on the sufferance 
of the  public.  Spectrum is a 
resource  allocated by the 
state.  The deregulatory 
madness which has gripped 
the American political econ-
omy has encouraged the  pri-
vate  sector to ignore this ba-
sic fact and pretend to prop-
erty rights in a public re-
source.  Demanding full pub-
lic access to broadband avail-
ability and subscribership 
data for all providers is a 
first, small step to restoring 
the proper relationship be-
tween public and private  in-
terests.  It is  only with the 
restoration of a regime of 

much tighter regulation that 
unserved and underserved 
areas can be  accurately iden-
tified because it is in the  eco-
nomic interest of incumbent 
providers to  conceal the in-
formation.  

Market outcomes are largely 
determined by capitalisation 
and information asymme-
tries, and market actors op-
erate accordingly.  It is fun-
damental to a regulatory re-
gime which protects social 
welfare  and the public inter-
est to reduce those informa-
tion asymmetries as much as 
possible.
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New Zealand Fiber 
Buildout

Budde:  Also coming back to 
Geoff Daily’s email (welcome 
Geoff) there is nothing wrong 
with companies such as AT&T 
playing a key play role as an 
incumbent in the role out of 
FttH - to the contrary - they 
would be ideally suited for 
such infrastructure  projects 
and I would support that and 
cheer them on. BUT this 
needs to be based on open 
network principles (utilities 
based as Gordon mentioned) 
and not on a vertical inte-
grated monopolistic struc-
ture.

Clark: In the  plans NZ an-
nounced last week this issue 
[open networks] was tackled 
in a few of different ways:

First - forbidding any of the 
Local Fibre Companies [LFCs] 
from providing retail services.

Cecil: Agreed completely.  
There has to  be  complete 
separation.  It has to occur at 
the corporate AND facilities 
level.  Otherwise it's simply a 
very complicated accounting 
exercise as some of us 
learned from Section 272 of 
the 1934 Act in the U.S. (A 
different form of separation  - 

i.e. between IXC and local, 
but illustrative nonetheless of 
the appearance of separation. 

For example. company x 
"rents" - computers, time on 
billing systems, telephones, 
desks, pens, lamps, copiers, 
trucks, stamps - basically 
everything - from incumbent 
Y - but where the people sit, 
who pays the bills, what in-
terests are really served, etc. 
is no different the day before 
the accounting change as it 
was the  day after other than 
you'll need lots more ac-
countants and a couple  more 
lawyers to pull it off - or so it 
seemed the last time I liti-
gated the issue.)  I'll skip un-
bundling, which is simply ac-
counting hell on the front end 
of the ordering process and a 
far less capable platform of 
change than sticking with the 
status quo as the latter saves 
money, time, and energy get-
ting to the same place.

Clark:  Second - limiting the 
Crown's contribution to appli-
cation to wholesale dark fibre 
services only.

Cecil: Wise choice; this 
seems to be  a very logical cut 
off.  Were that cities and mu-
nicipalities able to fund pure 
infrastructure in this regard 

without competing with and 
attempting to displace oth-
ers, we'd see an incredible 
amount of economic activity - 
IOW, I'd rather see everyone 
kicked off of infrastructure  & 
make  the whole lot of them 
run very very hard.  That 
said, relative to a world 
where there is such "compe-
tition' both communities and 
incumbents (of all stripes) 
face intense difficulties rela-
tive  to settling validly com-
peting interests in "triple 
play" space (and neither side 
seems readily able to recog-
nize the legitimacy of the 
other side's claims, which, 
again, is an unfortunate acci-
dent of the  machinations of 
regulatory design.).  

Clark:  Third - forbidding any 
Joint Venture partner in an 
LFC from having majority 
Board control if they also 
owned a retail operation

Cecil: Again, it looks as if NZ 
is on a  rational glide  path to 
success.  As a result, I am 
certain we will continue to 
look upon their efforts with 
envy as they enable  infra-
structure rather than con-
strain themselves to compet-
ing between two or three 
more limited versions of what 
infrastructure can do relative 
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to such associated business 
plans.

Clark: Thus while an incum-
bent, eg Telecom NZ, could 
be a minority Joint Venture 
partner, an LFC (up to 50%) 
of could spin-off its infra-
structure arm [Chorus] which 
would be free to invest as a 
majority owner.

Cecil:  How do you handle 
this where you have more 
than one incumbent in a par-
ticular market?  Assume, for 
example, cableco v telco in 
residential space, but greater 
levels of competition in en-
terprise  space.  Would they 
all compete to buy shares of 
the LFC or would you simply 
grow the  size of the pie so 
that more  / better could be 
built?  

Clark: Good question - we 
have this situation in some 
towns, eg Wel l ington / 
Christchurch, with Telstra-
Clear having a solid cable 
DOCSIS network and Telecom 
NZ having a fibre/copper-dsl 
network AND also a dark  fi-
bre provider in the CBD (Ci-
tylink). The answer is  - we 
don't really care. (!) There 
are no restrictions on how 
many partners can form an 
LFC (local fibre company) so 
there is an incentive to either 
chose to specialise in services 
(eg as TelstraClear did by us-
ing the local power com-
pany's fibre investment else-
where in the  country) or co- 
invest in the infrastructure 

along with other players.

Key point - Crown doesn't 
care - it has some dollars to 
co-invest up to 50% and ex-
pects in some places there 
will be  competing bids to 
form the LFC, so of which 
may involve multiple parties.

Cecil: Lastly, what about cel-
lular towers? That's  always 
been a very difficult point of 
contention between industry 
and local governing authori-
ties. Here, in typical Ameri-
can fashion, we've had no 
end of litigation between the 
two factions. Do LFC's in NZ 
also serve these  towers? If 
so, how?

Clark: Towers are not in 
scope specifically, but the 
wireless industry is a  natural 
large and increasing user of 
fibre to get to towers so I 
suspect they will be anchor 
tenants on many of the new 
LFC-invested routes

ALSO - the government is 
looking at a  range of compli-
mentary initiatives on two 
fronts:

A - align public sector de-
mand and readiness - par-
ticularly in health and educa-
tion as they have the largest 
footprint B - look  to introduce 
National Standards and/or 
Legislation to enable  pole ac-
cess, micro-duct, shallow-
trenching etc to lower the 
civil engineering costs.

Australian 
National 
Broadband
Craig Dobson: “Government 
to go it alone on FTTH NBN 
http://whirlpool.net.au/news/
?id=1843” $43 Billion – Wow!

Geoff Daily: It's worth not-
ing that even if the Australian 
government's only putting up 
$4.7 billion that's still a huge 
number. 

The US's GDP is  roughly 20x 
Australia's. So taking Bob's 
assumption that the $4.7 bil-
lion is Australian dollars into 
account, that would equate  to 
the US government putting 
up over $65 billion.

Goldstein: It's staggering 
compared to the way the US 
spends money on this type of 
project.  Oz is a rather con-
servative, market-oriented 
country, but they aren't 
bogged down by the same 
paralysis as the US.

Daily: Interestingly, if the 
current $7 billion in broad-
band stimulus funds are truly 
a down payment, then a 
number like $65 billion seems 
within the realm of possibili-
ties for the  next wave of gov-
ernment support.

I truly envy Australia for get-
ting its act together around a 
coordinated strategy as we're 
likely at least a year or two 
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from achieving the same (if 
we're lucky), meaning there 
will be yet another country 
ahead of us on the next-
generation broadband curve. 

Goldstein: I don't see the 
US doing anything like this 
with public funds.  There are 
basically two approaches -- 
spend public funds and build 
it, or use regulatory means to 
achieve it with private funds. 
The Market Gods oppose 
both, but I hear that their 
pedestals are finally cracking. 
Maybe  one of their big "no's" 
will fail.  We can only hope.

Daily:  Also, if a  country as 
big and rural as Australia can 
set the goal of laying fiber to 
at least 90% of its popula-
tion, why can't America?

Finally, Bob's extrapolation of 
costs is  also interesting as 
while I'd been working under 
the assumption that it'd cost 
about $250 billion to wire 
America with fiber, I  was re-
cently chatting with Donny 
Smith of Jaguar Communica-
tions and his back-of-the-
napkin estimation was closer 
to $400-500 billion. 

Goldstein: This depends on 
what you mean by "wire 
America".  Do you mean to 
the 90% mark, the 95% 
mark, the 99.3% mark, or 
the  99.9%-excluding-Alaska 
mark?  As you get farther 
along, the  price per drop in-
creases.  That's why some of 
us advocate using wireless 

for the last mile in rural areas 
-- in those  areas, spectrum  is 
less congested (of course this 
depends on a fixed regulatory 
model) and fiber costs more 
per drop.

I've done some GIS modeling 
here  and I classify the US 
land mass into six categories, 
to provide sufficient granular-
ity.  In rough terms at the 5-
digit ZIP code level (which is 
a bit too coarse for the  final 
analysis, but it's handy), the 
percentage of the US popula-
tion in each is, by my esti-
mate,

Dense Urban:  12%  (>7 k 
pop/sq.mi.)
U r b a n :  4 4 % ( > 7 0 0 
pop/sq.mi.)
S u b u r b a n : 3 0 % ( > 7 0 
pop/sq.mi)

Note that so far we have 
86% of the population, and 
that is covering only about 
15% of the non-Alaska sur-
face area of the country...

Rural: 13% (>7 pop/sq.mi)
Rustic Isolates: 0.5% (<7 
pop sq.mi. in ZIP  area, but 
>2500 pop total in a town 
cluster)
Rustic: 0.4% (<7 pop /sq.mi.

Note that rustic (not even 
rural density) is about a  third 
of the  land mass -- desert, 
mountains, dry ranchlands, 
etc.  Rural (farmland density) 
is about half.

This doesn't deal with "rural 

isolates", which are towns in 
rural areas.  I haven't done a 
study of those (ZCTA5 ZIP 
data isn't adequate).  Some 
of these have a high density, 
so they're cheap to cover.  So 
if you fiber up the isolates, 
you get to around 90% with-
out going crazy.

But if you want to  fiber up 
that last 10%, the price per 
drop skyrockets.  And the 
cost of that last 0.5% is in-
sane  -- even wireless doesn't 
go there.  Satellite, anyone?

Daily:  While that may 
seem like an extremely 
high number, if you con-
sider how much the cable-
cos, telcos, and govern-
ment have invested over 
the last 5-10 years in 
broadband I'd bet we're 
not too far off from the 
half trillion dollar level.

What this says to me is 
t h a t b y p u r s u i n g a 
facilities-based broadband 
marketplace with multiple 
competitors each invest-
ing in their own networks 
it's caused us to dilute the 
quality of our broadband 
networks. Sure  we have 
competition between pipes, 
but each pipe is less than 
what it could be if those dol-
lars were concentrated on 
building a common infra-
structure.

Goldstein: YES!  That's the 
point I've been making in my 
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"structuralist" argument -- if 
you really want the fiber, it 
has to be done by one utility.

Someone noted that the 
Australian approach to-
wards incumbents.  They 
can bid, offering their ex-
isting facilities. Or they 
can let themselves get 
overbuilt. The obvious an-
swer is to sell their exist-
ing facilities, which will be 
cheaper than an overbuild. 
So structural separation 
happens not by fiat or 
regulatory restructuring, 
but by a sort of market-
oriented "making a deal 
they can't refuse".  Clever.

One  last comment:  Oz 
should thank Sol Trujillo  for 
the fine  work he did, making 
people so mad at Telstra  that 
they were willing to adopt 
this instead. Yes, in a sense 
it's a re-nationalization of the 
infrastructure.  Maybe too 
much was privatized after all.

Daily: What I like most 
about what Australia's doing 
is that they set their goals, 
explored ways to achieve 
them, and now they're enact-
ing a specific, coordinated 
strategy for accomplishing 
them. 

Here's hoping we can follow 
their lead in America in the 
not too distant future!

Budde: Paul’s Analysis of the 
Australian NBN announce-
ment is available at:

 
http://www.buddeblog.com.a
u/analysis-of-the-national-br
oadband-network-announcem
ent-australia/

Felten: I'm eagerly expect-
ing Paul's analysis, but I'm 
not quite  as confident that 
this is only good news. 

Am I correct in understanding 
that this means the govern-
ment rejected every bid by 
private players ?

FTTP is amazing! 43bn is also 
astounding. 

Being as I am as wary of 
public f*ckups as am I of pri-
vate ones, I'll hold before 
passing judgement on the 
implications of this. 

Van der Berg: Agree  with 
Benoit. The proof of the  pud-
ding is in the eating and 
there are  several elements 
that make me feel this will 
not be as easy as people 
seem to think. 

- What to do with Telstra and 
it's competitors? Those guys 
will not sit idle watching the 
government build a third 
network next to theirs. 
- Under what terms and con-
ditions will the PPP money be 
spent. Does the  government 
allow companies to do dona-
tions in kind and if so under 
what conditions?
- Will the government com-
pete directly with companies 
if it deems this necessary?

- How easily is this chal-
lenged in court?
etc. 

Unfortunately I have learned 
the hard way that plans like 
these are very difficult to  get 
right for central govern-
ments.

Felten: 
http://www.fiberevolution.co
m/2009/04/australia-and-ne
w-zealand-to-get-widespread
-fttx.html

Cooper: These two an-
nouncements signify the 
near disappearance of 
market fundamentalism 
from the global communi-
cations space.  Virtually 
every national govern-
ment, except the U.S., has 
recognized the need for a 
well regulated communi-
cations infrastructure that 
receives a substantial 
subsidy and is operated on 
an open basis.

Communications networks 
are collective goods that 
produce massive, massive 
positive externalities, and 
the information that flows 
over those networks is a 
public good.  Market fail-
ure is inevitable  The U.S. 
continues to labor under 
the fiction that the market 
will deliver the infrastruc-
ture, confining its public 
policy to those few areas 
where the marke t i s 
deemed to have failed (un 
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and under-served), rather 
than admit there is a per-
vasive market failure.  As 
long as the U.S. clings to a 
failed economic ideology, 
its standing in the global 
communications race will 
continue to decline.  
 
I have written at great length 
about the collapse of market 
fundamentalism  in the ICT 
sector in the U.S.
 
http://www4.gsb.columbia.ed
u/rt/null?&exclusive=filemgr.
download&file_id=70142&rtc
ontentdisposition=filename%
3DCooper.pdf
 
and the financial sector, 
which is the central front in 
the current effort to restore 
sanity to the U.S. economy
 
http://consumerfed.org/pdfs/
FinancialMarketReformReport
.pdf

Robin Eckerman: I take my 
hat off to the Government for 
their success in keeping this 
a secret right up until yester-
day's announcement - no 
mean feat! Even the most 
credible newspapers in the 
country were tipping very dif-
ferent outcomes on the 
morning of the announce-
ment.

I also commend the Govern-
ment for their outstanding 
vision - the plan goes beyond 
what even the most enthusi-
astic supporters of deep-
fibre-based broadband had 

hoped for in this round, and 
there will be  lots of flow-on 
economic, social and envi-
ronmental opportunities for a 
nation equipped with com-
munications infrastructure of 
this grade.

At the same time, there are 
lots of questions to be re-
solved - not the  least of 
which is the financial model. 
Here's are two "back of the 
envelope" calculation people 
may be interested in:

8m homes in Australia
x 90% coverage
= 7.2 m homes passed
x 40% uptake (to be  won 
over from an incumbent 
whose  network  is a sunk 
cost)
= 2.9m customers

$43b capital investment
x 10% cost of capital (opti-
mistic!)
=$4.3b annual cost of servic-
ing capital
/2 .9m customers ( f rom 
above)
=$124 per customer per 
month just to service the 
capital

This is simplistic - it ignores 
the non-trivial revenues that 
could be generated from 
business and other services. 
However, it highlights one of 
the issues that will need to 
be worked through. You can 
play with the numbers all you 
like, but its hard to escape 
the  bottom line conclusion 

that this will be financially 
challenging! When you add 
operational costs etc etc, ei-
ther the  cost to the consumer 
could be  very hard to swallow 
- or the providers of capital 
will need to  be prepared for a 
less-than-commercial return.

Right now, about 50% of 
Aus t ra l i an homes have 
broadband - so 40% uptake 
would mean capturing 80% 
of today's market. Over the 
time period for deployment, 
the  number of prospective 
broadband customers will 
continue growing undoubt-
edly, but there will always be 
some who prefer wireless - 
and others (eg: older cou-
ples) who are just not inter-
ested. So 40% represents a 
reasonably ambitious target. 
Remember that Telstra will be 
out there with its copper 
network, capable of modest 
performance  upgrades in the 
most lucrative areas of the 
market for a fraction of the 
cost of building a new net-
work. Its unlikely to  sit back 
and allow its market grip to 
evaporate without a fight.

The other number that is ob-
viously optimistic is a 10% 
cost of capital - any commer-
cial investors would typically 
want a much higher return 
given that this is not a risk-
free investment.

So - a great vision - but lots 
of details to be worked 
through in translating it into 
reality.
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Poulos:  One  not insignifi-
cant detail: FTTP means (I 
suppose) not just FTTH but 
FTTO (office: from SOHO and 
SME to  MNC) as well. That 
will considerably change any 
calculations.

Eckerman: Yes - thanks, 
Tim that's accepted - as 
mentioned in my original post 
these were just "back of en-
velope" calculations that spe-
cifically did not include  busi-
ness revenue.

To keep this in perspective 
though, the top end of the 
business market (CBDs etc) 
is generally already well-
served by optical fibre  to the 
premises, with multiple sup-
pliers ensuring competitive 
pricing. So its really the SMEs 
and SOHOs (a variant of resi-
dential) which I omitted from 
the calculation. They will 
make  a difference, but I be-
lieve that the essential nature 
of the financial challenge will 
remain.

The crude  simplifications cut 
both ways. For example OpEx 
is a non-trivial additional cost 
that needs to be recovered - 
and with an estimated eight 
years to build the  network, 
there will be  heavy opera-
tional losses in the early 
years that will add to the 
overall funding burden.

Also - to address the excel-
lent question Robert Atkinson 
posed - yes, I'm sure that 
there will be  potential to roll 

some existing infrastructure 
into this  network. It can eas-
ily be demonstrated that its 
not economically rational to 
pursue  infrastructure-based 
competition in the every area 
of the network - in particular, 
in last mile residential access. 
In the long term, the 
owner of a shiny new fibre 
network will have the 
"firepower" to win against 
an incumbent running 
aged infrastructure with 
significant performance 
limitations - and hopefully 
this reality might motivate 
a level of collaboration 
that historically has not 
come naturally to a party 
like Telstra.

Please don't let the financial 
challenge  that I'm highlight-
ing detract from the enthusi-
astic support I have for this 
initiative - it "ticks every box" 
(and more!) on a number of 
issues that I have been lob-
bying for several years. The 
devil will be in the detail!

Macaulay: A few NZ orient-
ed  notes in response to re-
cent  posts.

1) Older couples are good 
prospects. The grey network 
is growing more quickly than 
most other sectors. Seeing 
remote Grandchildren over 
Skype is one reason.

2) There is very low risk in 
investing in the network in-
frastructure. It doesn't go 
away, is still useful even if 

businesses using it to  carry 
their services fail, and it has 
a useful life  of >30 years. 
10% is too high, look for 
4.5%. Safer and better re-
turn than a  bank! Drops the 
cost recovery equation to be-
low $100/month. Even that is 
higher than reality based on 
the latest cost of connecting 
premises.

3) The  incumbents aren't 
silly, just cash cow milkers. 
Telecom NZ has already indi-
cated that it will rent access 
to community or gummint 
owned dark fibre. They can 
milk the  copper until either 
their fibre or ours is ready 
and then switch over. Their 
typical customer retention 
mode l s w i l l h e l p t h em 
through this with little pain.

4) The key to success in 
the NZ/Aus market will be 
the ability to get start-ups 
to focus on providing a 
wide range of revenue 
earning services over the 
network to  make the cash 
flow hum. 

5) Wireless and or satellite 
will be  the preferred choice 
for the very remote users, 
and already is in many places 
- commercially successful 
too!

It is all working well in other 
parts of the  world . Lets look 
and learn. 

Ignoring market issues at our 
peril, the PPP model will re-
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sult in faster roll-out and 
rapid growth of the network 
based service economy. A 
new market will evolve., be-
cause the old one is dead.

To my US friends, thanks for 
lending Sol to our Australian 
neighbours, you can have 
him back now he has suc-
cessfully alienated enough 
people to  allow the  Aussie 
gummint to take real action.

Poulos: We shouldn't over-
look Singapore in the  trio of 
FTTH announcements from 
the Far East, see:
http://telcommunicator.blogs
pot.com/2009/04/australia-g
oes-structural-separation.htm
l

Fast-track Partial 
Loan Guarantees 
at RUS and NTIA
April 13 Daily: Today I filed 
comments to the NTIA and 
RUS on behalf of the Rural 
Fiber Alliance, an ad hoc coa-
lition of rural fiber deployers, 
advocating for the creation of 
a fast-track partial loan guar-
antee program.

More  specifically that RUS 
and NTIA should each carve 
off $500 million of budget 
authority to  enable the distri-
bution of partial guarantees, 
which allow them to leverage 
government dollars to get a 
big multiplier without taking 
on all the risk of a loan. Also, 

because these guarantees 
rely on private capital, you 
can rely on lenders to vet 
which projects are financially 
viable rather than going 
through the slow process of 
government decision-making.

You can read the language of 
what we submitted in a blog 
post I put up today available 
here:
 
http://www.app-rising.com/2
009/04/a_proposal_for_fast-t
rack_part.html

COOK Report: Folks help me 
understand why it would 
make any sense to do this?

Why should loan guarantees 
be involved? To me this 
sounds like Geoff's rural fiber 
alliance is bringing the secu-
ritzation process of Wall 
Street to stimulus build outs. 
 I hope that I am wrong.

But why on earth after what 
we allowed unregulated wall 
street to do to us would we 
want to 

“rely on lenders to vet which 
projects are  financially viable 
rather than going through the 
slow process of government 
decision-making.”

Why?  Many of us have em-
phasized that community 
backing and control of these 
projects is possible and de-
sirable.  Why are we advocat-
ing what sounds like  a securi-
tization process "to enable 

the distribution of partial 
guarantees, which allow them 
to leverage government dol-
lars to get a big multiplier 
without taking on all the risk 
of a loan?"

Leveraging  government 
dollars to get a big multi-
plier without all the risk of 
a loan???

Huh? sorry I don't get it. 
Where is the benefit, except 
to the private middlemen 
lenders?

Since when do you have 
"lenders" who are  better 
qualified than the technical 
experts on this list to make 
judgements about the finan-
cial viability of rural fiber 
build outs?  To me this lan-
guage implies that we are 
saying the whole  process is 
so tenuous that we need go 
blow it up by leveraging  and 
getting lenders who can do 
better risk assessments than 
bad old government. 

I thought Tim Nulty is  a fiber 
build out guy.  Or is he  going 
to be the banker lender 
evaluator for the leveraging 
that seems to be advocated 
here?  I hope I am  wrong. 
But seriously why on earth is 
this being advocated?  Who is 
standing in line to reap the 
benefits?  Where is the need?

The whole point of what I 
heard in DC is that this would 
not be slow decision making, 
and besides, if you add layers 
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of leverage by asking for loan 
guarantees, don't you add 
layers of complexity that slow 
things down yourselves? 
 Where's the benefit - unless 
it is  to the guys doing the 
leveraging?  Why, unless we 
are trying to  resurrect the 
dead spirits of market fun-
damentalism, would we want 
to rely on private capital?

Personally I would hope that 
Susan Crawford and other 
folk involved at at RUS and 
NTIA would not let the  exper-
tise of private lenders any-
where near this.

I have also been reading 
Geoff’s much more detail ex-
planation at  his blog.  I  am 
reminded of Geithner's  pro-
posed public private  leverag-
i n g t o b u y u p t o x i c 
assets. Personal ly I am 
against adding layers of com-
plexity to this..  no thanks. 
 Let individual projects stand 
or fall on their own merit.

Daily: Gordon,  The  reason 
to pursue loan guarantees is 
simple: it could make tens of 
billions more in capital avail-
able to fund broadband de-
ployment. 

In particular, I know of at 
least $3 billion in shovel-
ready fiber projects that 
would start moving immedi-
ately if there was money 
available to do so.

But there just isn't. Even if 
you're willing to pay crazy 

interest rates the credit mar-
kets are  frozen. These partial 
guarantees can get credit 
flowing again to financially 
viable projects.

It's important to note  that 
RUS already has an 80/20 
guarantee mechanism in 
place, but it's never used. 
Why? Because it takes the 
same three-foot high pile of 
paper to  apply and year to 
wait to  have  that vetted to 
get approval as a direct gov-
ernment loan, and that gov-
ernment loan will always be a 
lower rate  than what's avail-
able in the private capital 
markets.  

So what we're  proposing isn't 
something radically new, it's 
simply adjusting two key 
parts of an existing mecha-
nism so we can utilize the 
proven tool of government 
guarantees to incentivize  pri-
vate investment.

1 - Shift from a guarantee 
that splits the losses 80/20 
from dollar one, to a guaran-
tee where government covers 
100% of the losses up to 
50% of the  value of the loan. 
We've spoken with a  variety 
of capital sources who have 
confirmed that this kind of a 
guarantee will get them lend-
ing more money at lower 
rates. And overall we're actu-
ally limiting government ex-
posure to 50-60% of the loan 
rather than the 80% of the 
current guarantees or loans.

2 - Recognize that if private 
capital's  willing to put up all 
the money and take on half 
the risk then they must think 
the  project's financially vi-
able, and if they think  it's vi-
able then why does the  gov-
ernment need to get in the 
way? To date it's proven atro-
cious at getting grants and 
loans out in an efficacious 
manner, especially at RUS. 
This doesn't mean govern-
ment doesn't analyze applica-
tions, but now they'd only 
have to  do so after the fact to 
score the project's risk. 

Please know that I was in no 
way impugning the ability of 
anyone on this list to effec-
tively and efficiently vet pro-
jects. In fact you mentioning 
that sparked the thought that 
we should really be coming 
up with our own way for 
trusted experts to step in and 
help government get through 
the wave of applications 
about to come crashing down 
on them. More  thoughts on 
this and other matters re-
lated to implementing BTOP 
and other national broadband 
policy matters to come.

But back to guarantees. It's 
important to  note that all 
loans and guarantees are 
budgeted using a multiplier 
as there's an assumption that 
a good portion of them will 
be paid back. Whereas grants 
count dollar-for-dollar against 
the budget. The numbers I've 
actually heard about how 
guarantees are budgeted is 
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more like 4-6%. So that'd 
mean $1 billion in budget 
authority could potentially 
mean being able to distribute 
$20 billion in partial guaran-
tees, which could be used to 
make  $40 billion in private 
capital available  for deploy-
ment. But I've stayed con-
servative  in talking about a 
10x multiplier.

Also, when I suggested that 
guarantees don't have as 
much risk that's because 
they're  partial at 50-60% 
rather than the 80-100% of 
most government loans, plus 
with a loan when you write 
the  check it's cashed, but 
with guarantees you write the 
check and stick it in the  bank 
and if you're lucky you never 
have to cash it.

So let's consider two scenar-
ios here:

Best Case - None of the loans 
default and we get a 25x 
multiplier so that would mean 
$1 billion in budget authority 
would've put $50 bill ion 
worth of private capital into 
broadband buildout.

Worst Case  - All $50 billion 
worth of loans default and 
government has to pick up 
the full $25 billion. 

(Other Worst Case - The 
guarantees aren't enough to 
get private capital off the 
sidelines and the guarantee 
mechanism  continues to go 
unutilized in which case the 

budget authority can be con-
verted back  over to loans 
once  the rest of the money 
runs out.)

I'd hope we could all agree 
that that best-case scenario 
looks pretty good.

And I can't help but see  the 
worst-case scenario as a win 
too. Obviously depending on 
the country's financial state 
coming up with $25 billion 
may require  cuts elsewhere, 
but given that there'd still be 
$50 billion more broadband 
than we had before, that 
doesn't seem too bad to me.

I'm working under the as-
sumption that a failed net-
work  would be able to  find a 
new reputable operator to 
take over operations quickly 
and hopefully seamlessly, 
which may be overly optimis-
tic, but at this point I'm  just 
trying to do what I can to get 
everyone who wants to de-
ploy fiber as much capital as 
possible so we  can get on 
with the task of wiring this 
big country of ours.

Gordon, I hope this email has 
assuaged some of your con-
cerns. If not, please let me 
know what other questions of 
yours I  can help answer or 
that I may have missed ad-
dressing from your initial re-
sponse.

Sterling: As a graduate of 
the West Point of Capitalism 
(Wharton) I come to the de-

fense of leverage ;-).

We want banks and others to 
lend money to build these 
ne two rk s . A l l l e ve rage 
means, in this instance, is 
that the Feds are getting oth-
ers to join the party. I 
breezed the blog link  and 
won't comment on the spe-
cific proposal.

Securitization is  not inher-
ently bad either. What's  bad 
is when these Wall Street 
guys turn the  entire banking 
system into this weird casino. 
Like an Escher drawing, 
bankers had ways for the 
"house" to defy gravity and 
 make money on the way up 
"loans" and on the way down 
"credit default swaps" without 
having to keep any skin in 
the game. Banks need to  go 
back to  "earnings portfolios" 
rather than fees and flips and 
hedges in a world gone mad.

We can prevent that in this 
case in a variety of ways. 
Like having loan orginators 
being required to  keep a % of 
the project in their portfolio. 
Like encouraging the creation 
of "community technology 
bond funds" where investors 
in the bonds are  socially re-
s p on s i b l e i n ve s t o r s o r 
community-based investors.

If you take a chance to read 
the UTOPIA financial reports 
of 2007-08 you will find that 
UTOPIA went to great lengths 
to qualify for RUS money, did 
qualify, anticipated delivery, 
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and then got shorted. This 
led to trouble  and eventually 
a total debt restructuring in 
2008.

I have heard similar anecdo-
tal stories about RUS funding 
in terms of the  Byzantine na-
ture  of the process that made 
it not worth pursuing. A 
streamlined RUS process with 
community money at risk and 
banks keeping a  stake in the 
project seems reasonable to 
me.

I am hopeful that funding 
real projects with real cash in 
real communities can be  cool 
again.

EARLIER Daily: The Benton 
Foundation has just filed 
comments supporting the 
benefits of this program. And 
we had a chance to meet 
with Commissioner Adelstein 
back in January and recently 
got confirmation that he's a 
supporter of this concept.

So I'm cautiously optimistic 
that we're going to be  able to 
move  a billion dollars over to 
these guarantees, which 
would free  up at least $10 
billion in partial guarantees 
that could be distributed 
enabling at least $20 billion 
in total investment.

I'd love to hear any feedback 
you all have on this proposal, 
and if you feel like supporting 
it as well then please feel en-
couraged to submit com-
ments to the NTIA today to 

have your voices heard. You 
can submit comments here: 
http://www.ntia.doc.gov/broa
dbandgrants/form.cfm

COOK Report:  “Rural Fiber 
Alliance”  Who are the mem-
bers of this group?

Please help me  out.  I Goo-
gled and found Ap-rising stuff 
on a Rural Fiber Alliance.  I 
did not find any details on 
who the members are?  Did 
Ijust not look  hard enough or 
in the right places?

D a i l y : Yo u c a n g o t o 
ruralfiberalliance.org to see 
our temporary site.

Our first four members are:

Tim and Leslie Nulty, ECFi-
ber
Donny Smith, Jaguar Com-
munications
Gary Evans , H i awa tha 
Broadband
Jerry Baxley, Optical Net-
works

This initiative  grew out of a 
rural fiber group I pulled to-
gether in the  fall at the start 
of the talk about stimulus to 
figure out what we could do 
to get more fiber deploying. 
It includes a handful of other 
deployers, including Michael 
Johnston from Jackson En-
ergy and John Andrews of US 
Sonet; consultants like Jo-
anne Hovis of Columbia Tele-
communications Corporation, 
Andrew Cohill of Design Nine, 
and David Chaffee of Chaffee 

Fiber Optics; and policy ex-
perts like Jim Baller of Baller 
Herbst and Chris McLean of 
Copernicus.

We're currently in the  devel-
opment stages of putting to-
gether our goals, a budget, 
and dues structure.

We may keep the Alliance as 
an ad hoc coalition for the 
time being so we  can focus 
on positioning rural fiber pro-
jects for stimulus dollars, but 
eventually it will be  an official 
non-profit representing the 
voices of fiber deployers on 
policy matters and facilitating 
collaboration between them.

Our main bent on policy is-
sues will be  to take pragmatic 
stances that maximize the 
efficacy of government re-
sources while setting out to 
prove that ideals can be 
achieved so  that we can add 
new wrinkles to policy discus-
sions based in reality and not 
just rhetoric.

While  we're  still in the forma-
tive  stages, if there are  fiber 
deployers on this list that 
would like to discuss joining 
this effort or if there are con-
sultants or vendors that want 
to support what we're doing, 
please feel encouraged to 
contact me.

Let me know if you have  any 
other questions!  Editor:  I 
am not convinced this is good 
but include it to inform. (April 
24, 2009)
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Verizon as Predatory 
Incumbent  pp. 1-33

Our feature interview de-
scribes a multi year long 
streak of questionable prac-
tices by Verizon in New Jer-
sey.  We see the  situation as 
a symbiotic relationship be-
tween politicians in state 
government who are happy 
to let Verizon continue to act 
as an unregulated free mar-
ket engine that works to 
benefit its  executives and the 
expense  of its customers in a 
way reminiscent of pre melt-
down Wall Street.

The predatory enablement of 
the telco incumbent in New 
Jersey began 20 years ago 
with the successful effort of 
the Deloitte  Touché - NJ 
Board of Public Uti l it ies 
funded study on New Jersey’s 
telecommunications future.   
This study was used by the 
BPU and NJ Bell, later Bell 
Atlantic, and finally Verizon 
to, in the  aftermath of the 
1984 break  up and the rise of 
free market funamentalism, 
change the regulatory  envi-
ronment for the state’s local 
phone company.  The change 
was from the  staid rate of  
return utility model that had 
made ATT a  blue  chip for 
people to count on for re-
tirement since 1934 to a dar-

ling of Wall Street model that 
would take  whatever risks 
necessary to participate in 
the beginning of the great 
bull market that ended last 
year.  It opened the way for 
the NJ incumbent to earn 
vast new sums of money.   In 
return for the change, NJ Bell 
and  Bell Atlantic agreed to a 
course of action that they as-
serted would increase NJ tax 
revenues and employment.  
Most important of all they 
promised to reinvest their 
increased revenue by building 
a fully symmetric 45 megabit 
per-second fiber optic infra-
structure to all customers in 
the state.

As is by now well known, this 
did not happen.  Verizon got 
a huge  windfall.  New Jersey 
lost jobs, and lost tax reve-
nue.  Our discussion with 
Tom Allibone recounts these 
events in detail.  We outline 
the ways in which Verizon, by 
getting itself effectively de-
regulated on the federal and 
state level, has been able to 
enforce practices on its cus-
tomers that leave them with 
little choice  but to accept.  
Customers, without the pro-
tection of tariffs, are forced 
into contracts of adhesion 
where Verizon billing systems 
send incorrect bills and the 
customer has no choice but 
to pay or loose service.

We trace  in great detail an as 
yet little recognized struggle 
on Verizon’s part to quit pay-
ing the state’s Business Per-
sonal Property Tax.   Verizon 
has been paying NJ munici-
palities about $100 million 
dollars a  year as recently as 
2000.  It is  down to  43 mil-
lion a year now and Verizon’s 
lobbyists are informing mu-
nicipal governments that 
payments will soon cease be-
cause they claim  to be  under 
fierce  competition and point 
to a clause that says the  tax 
is applicable only to compa-
nies that have 51% or more 
of the local phone lines in a 
political jurisdiction.

The only problem is that as 
Verizon makes these asser-
tions there is  no means of 
independent audit and ample 
reason to believe that the 
company is not telling the 
truth.  We present evidence 
that, to support this asser-
tion, Verizon has tried to  spin 
off its FiOS arm as an inde-
pendent unregulated infor-
mation service and claim 
therefore that lines lost to its 
FiOS customers are lines lost 
to competition – all of which 
brings Verizon closer to its 
“ t rus t us ” 51%-o f- the- 
phone-service  belongs to 
competitors so  we do not pay 
BPPT to your township any 
more.
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But this line  of revenue en-
hancement on Verizon’s  part 
seems to involve  some other 
issues.   Verizon’s FiOS mar-
keting has involved deceptive 
practices that have become 
so blatant that the NJ State 
Attorney General actually 
launched a class action law-
suit against Verizon on March 
19th.  sadly the State  AG Of-
fice is the only part of state 
government to  lift a  finger on 
behalf of its citizens.

Our discussion with Tom 
shows that verifiable invento-
ries of Verizon property in the 
state have never been taken 
since divestiture.  Some local 
audits now are uncovering 
poles that are, in effect, off 
the tax records.  A Verizon VP 
of Taxes sent written assur-
ance to Tom’s mayor that 
Verizon in payment of local 
taxes did not depreciate  more 
than 80% yet a councilman in 
Summitt New Jersey claims 
to have  records that show 
90% depreciation.  Verizon is 
legally required to remove 
broken poles but there is no 
enforcement of penalties for 
non removal.

The BPPT situation is set up 
in such a way that the  ability 
to enforce the state law gov-
erning the tax is removed 
from the hands of municipal 
authorities.  Verizon has con-
structed an arrangement with 
the State Division of Taxation  
where records of the value of 
Verizon’s inventory and the 
nature of the inventory itself 

are sent every year to Tren-
ton.  There, with no public 
transparency or oversight, 
each township is told every 
year the dollar amount of 
Verizon property on which it 
can level its local tax rate.

Yet when Verizon decides it 
wants more revenue, it goes 
to NJ politicians be they the 
Seantor Doria’s of the legisla-
ture  or Governor Corzine.    
the politicians always come 
through.  When it threatens 
to close its Newark offices, it 
winds up being relieved of its 
legal responsibility to pay 1.9 
million in taxes every year to 
Newark.  There is no one fol-
lowing the big picture – no 
one speaking on behalf of the 
pub l i c jus t the Ver i zon 
friendly former investment 
bank  billionaire who is now 
Governor of NJ and free to 
help a business friend out.  It 
is a  sordid picture full of in-
terrelated complexities of 
Verizon is using its cozy rela-
tionship with NJ politicians to 
maintain a one-sided preda-
tory relationship with the 
state of New Jersey.  One 
may only wonder if we will 
every see the day when,  as 
a part of the pendulum 
swing, the people  of NJ and 
other states will be able to 
demand redress from  the 
abuses of the currently all 
powerful incumbent.

Verizon gave its lead attorney 
a ten million dollar plus re-
tirement bonus last year – 
one that was written up in 

the New York Times.  One 
that caused another well 
known telecom attorney to 
write on our list that this was 
to be expected.  Under the 
mantra of market fundamen-
talism   “The best investment 
a regulated company can 
make  is in regulation and liti-
gation, not infrastructure or 
new products.”  I would only 
add that this avarice need not 
be  not a sine-qua-non of 
regulation if we can only do a 
fundamental reset of the ex-
pectations for our political 
system and economy.

Symposium Discussion

Data Traffic 
Growth and 
Associated 
Financial Strategy  
p. 34

A discussion on estimated of 
traffic growth rates some-
thing for which there  is little 
reliable  data and which our 
exp[erts point out has been 
slowing down.  Ecxcept for 
perhaps I-phone traffic on 
the mobile side.

Rood: T-Mobile  in the Nether-
lands has reported a seven-
fold year-on-year data traffic 
growth for the month of Dec 
2007 to Dec 2008. 

The difference has been 
the iPhone 3G (launched 
together with the iTunes 
App Shop last July).
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Iliad versus Orange 
p. 37

Illiad is using  favorable cir-
cumstances in the Paris area 
to do a Fiber over build of 
Orange’s mobile  network.  
Benoit Felten has subtitled 
the iliad investor conference 
and put the results on his 
blog.  Iliad is announcing ‘in-
vesting in optic fiber will 
make our margins ex-
plode. Today an unbun-
bled customer is 50% 
margin or thereabouts. 
When we migrate the cus-
tomer to optic fiber, we 
move to 85 or 90% mar-
gin."

Hndrick Rood explains hat 
Illiad is using the ladder of 
investment strategy for its 
overbuild.

1. Companies that enter the 
telecoms market start to in-
vest first in assets that are 
easy to enter. 
2. They then expand by sell-
ing services and building as-
sets into complementary ar-
eas with partially leased net-
work elements. 
3. When successful, they fol-
low it up by creating a deeper 
asset base to serve their cus-
tomer base and get rid of the 
costs of leasing.

The key strategy point of 
the "ladder of investment" 
is that you enter a new 
market from a comple-
mentary asset base by 

leveraging your existing 
customer base onto your 
new assets. 

Electronic Medical 
Records  p. 41

COOK Report: according to 
the NY Times; the current 
health record suppliers as 
offering pre-Internet era 
software - costly and wedded 
to  proprietary technology 
standards that make it diffi-
cult for customers to switch 
vendors and for outside pro-
grammers to  make  upgrades 
and improvements."

Is there was a business op-
portunity to develop open 
source records?

Harrowell There already is - 
see www.hardhats.org. 

Editor: It turns out that the 
Veteran’s Administration has 
a major open source efforts 
called VistA VISTA (Veterans 
Health Information Systems 
and Technology Architecture. 
http://www.hardhats.org/dhc
ptovista.html

Fiber versus Wireless 
in Rural Areas  p. 45

All eight of these  points were 
made in generally in our 
c ommen t s t o  t he  FCC .  
While everyone agrees we 
want both fixed and wire-
less broadband, the reality 

is we don't have enough 
money in the stimulus to 
do either.  Getting the 
biggest bang for the buck 
is crucial and middle mile 
fiber/first mile wireless 
wins that competition by a 
miles. 
 
COOK Report: I'd like  to add 
however that while from a 
technology point only - I 
agree with JAAP that fiber - 
all fiber - is the goal, I  am in 
Mark Cooper's camp.

Why? Because after talking 
with Mark  in some consider-
able detail, I have come to 
realize that there are  politi-
cal, procedural and economic 
issues in the current US 
situation that make his ap-
proach strategically much 
more sound.

Mapping of Service 
Areas in Rural 
America Has Become 
a Huge issue p. 47

Estrada: Mapping has its 
place - mostly as a commu-
nity organizing tool to create 
collaborations between local 
communities and local pro-
viders. There is a LOT more 
analysis that needs to 
take place about a region 
that is way beyond a sim-
plistic, distorted mapping 
o f combined up load/
download speeds that will 
drive sensible spending of 
the ARRA funds.  [snip]
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But, Sara's experience with 
Broadband Census , the 
known issues with the Cali-
fornia  map, the continuing 
saga of Connected Nation vs. 
North Carolina, all point in 
one direction - mapping, 
while  a handy tool if you 
know what to map and you 
have verifiable, reliable data 
sources, is  like  any other 
data base  - garbage in leads 
to garbage out. 

Or, in the alternate view, one 
can make a map say any-
thing they want. The question 
really boils down to where 
the data comes from --what I 
think Sharon Gillette posited 
very succinctly in her Round-
table remarks and what Sara 
Wedeman. is  talking about in 
her posting - publicly ac-
cessible, verifiable data is 
the most reliable way to 
build the maps and the 
only way the government 
should spend our tax dol-
lars.

Atkinson: On the  Broadband 
Mapping rountable, John Hor-
rigan of the  Pew Internet Pro-
ject seemed to support the 
idea of greater Census in-
volvement and he, like you, 
recalled Census involvement 
in previous years.

Rose: Susan,  It is not about 
humiliation.  It is about con-
trol.  The private  sector en-
joys access to a  national re-
source, the  electronic spec-
trum, only on the sufferance 
of the  public.  Spectrum is a 

resource  allocated by the 
state.  The deregulatory 
madness which has gripped 
the American political econ-
omy has encouraged the  pri-
vate  sector to ignore this ba-
sic fact and pretend to prop-
erty rights in a public re-
source.  Demanding full pub-
lic access to broadband avail-
ability and subscribership 
data for all providers is a 
first, small step to restoring 
the proper relationship be-
tween public and private  in-
terests.  It is  only with the 
restoration of a regime of 
much tighter regulation that 
unserved and underserved 
areas can be  accurately iden-
tified because it is in the  eco-
nomic interest of incumbent 
providers to  conceal the in-
formation.  

Australia New Zealand 
Fiber: p 57

Cooper: These two an-
nouncements signify the 
near disappearance of 
market fundamentalism 
from the global communi-
cations space.  Virtually 
every national govern-
ment, except the U.S., has 
recognized the need for a 
well regulated communi-
cations infrastructure that 
receives a substantial 
subsidy and is operated on 
an open basis.

Communications networks 
are collective goods that 
produce massive, massive 

positive externalities, and 
the information that flows 
over those networks is a 
public good.  Market fail-
ure is inevitable  The U.S. 
continues to labor under 
the fiction that the market 
will deliver the infrastruc-
ture, confining its public 
policy to those few areas 
where the marke t i s 
deemed to have failed (un 
and under-served), rather 
than admit there is a per-
vasive market failure.  As 
long as the U.S. clings to a 
failed economic ideology, 
its standing in the global 
communications race will 
continue to decline

Eckerman: In the long 
term, the owner of a shiny 
new fibre network will 
have the "firepower" to 
win against an incumbent 
running aged infrastruc-
ture with significant per-
formance limitations - and 
hopeful ly this real i ty 
might motivate a level of 
collaboration that histori-
cally has not come natu-
rally to a party like Tel-
stra.

Please don't let the financial 
challenge  that I'm highlight-
ing detract from the enthusi-
astic support I have for this 
initiative - it "ticks every box" 
(and more!) on a number of 
issues that I have been lob-
bying for several years. The 
devil will be in the detail!
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Macaulay: A few NZ orient-
ed  notes in response to re-
cent  posts.  snip 4) The key 
to success in the NZ/Aus 
market will be the ability 
to get start-ups to focus 
on providing a wide range 
of revenue earning serv-
ices over the network to  
make the cash flow hum. 

Loan Guarantees for 
Rural Build out?  p. 60

Cook Report: Personally I 
would hope that Susan Craw-
ford and other folk involved 
at at RUS and NTIA would 
not let the expertise of pri-
vate  lenders anywhere  near 
this.

I have also been reading 
Geoff’s much more detail ex-
planation at  his blog.  I  am 
reminded of Geithner's  pro-
posed public private  leverag-
i n g t o b u y u p t o x i c 
assets. Personal ly I am 
against adding layers of com-
plexity to this..  no thanks. 
 Let individual projects stand 
or fall on their own merit.

Daily: Gordon,  The  reason 
to pursue loan guarantees is 
simple: it could make tens of 
billions more in capital avail-
able to fund broadband de-
ployment. In particular, I 
know of at least $3 billion in 
shovel-ready fiber projects 
that would start moving im-
mediately if there was money 
available to do so.
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A Note from the Editor on the June 
2009 Format and Presentation

This issue leads off with an April 11 interview with Tom Al-
libone on Verizon predatory behavior in NJ.

Coming in the July Aug 2009 issue - out about  June 15 an in-
terview with Fred Goldstein conducted on April 22.   The 
piece with Fred shows very  clearly how we got into the 
mess.   It puts into very sharp  focus the regulatory highlights 
--especially  how the 96 act changed computer ii and iii  and 
 what the FCC did to ISPs and the Internet under the regime 
of George Bush.    But it also goes on to describe a powerful 
solution and to set an agenda for a new Divestiture showing 
persuasively  how it should be in the interests of all the eco-
nomic stakeholders ---- except that is for the salaries of  the 
high-level executives of the incumbents.

Finally  as you may recall, I promised last month to publish 
the results of a fascinating series of interviews I conducted 
from March 9-11 with Frank Coluccio. Frankʼs work is most 
impressive. Unfortunately after many many hours we could 
not bring these through to fruition. My apologies to all.   Stay 
tuned for June 15 when I publish a combined July August 
issue.    At that point I should be able to announce what I will 
do for Septemberʼs issue.  There will be no scarcity  of possi-
bilities.

Text, URLs and Executive Summary:  I have attempted to identify es-
pecially noteworthy text by means of boldface for REALLY good “stuff” .  
Also the proper Executive Summary  in this  issue continues.  I hope 
you find it useful.  Feedback welcomed.  You will also find live URL links 
and page links in this issue.. (I am also no longer changing British spell-
ings of things like fibre to the American fiber.) Thanks to Sara We-
deman - see sarasworld.blogspot.com/behavioraleconomics/ 
for assistance with the masthead logo.  Captain Cook now 
charts direction by looking at a compass rosette.  

I  am omitting the contributorsʼ page since a cumulative list 
may now be found at 
http://www.cookreport.com/index.php?option=com_content&
view=article&id=121&Itemid=74

http://www.cookreport.com/index.php?option=com_content&view=article&id=121&Itemid=74
http://www.cookreport.com/index.php?option=com_content&view=article&id=121&Itemid=74
http://www.cookreport.com/index.php?option=com_content&view=article&id=121&Itemid=74
http://www.cookreport.com/index.php?option=com_content&view=article&id=121&Itemid=74
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