
February 25, 2008

Meredith Attwell Baker
Acting Asst. Secretary for Communications & Information
National Telecommunications & Information Administration
U.S. Department ofCommerce / NTIA
1401 Constitution Avenue, N.W.
Washington, D.C. 20230
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www.midrivers.com

Ms. Baker: :,

RE: RECOGNITION OF OTHER FACTORS THAT MAY BE INmBITING RURAL BROADBAND PENETbTION

As you well know, insuring that all Americans have affordable access to high-speed Internet service (broaqband) has
been a key priority ofthe current Presidential Administration. The strong and varied reactions to your Agency's recent
claims of the achievement of99% broadband penetration at the beginning of2007 clearly highlights the level of interest
in - and disagreement on -this issue in our country. The Federal Communications Commission (FCC) ha~ also placed
a high priority on increasing broadband penetration, and recently released a Notice of Proposed Rulemaking (NPRM)
on a recommendation by the Federal-State Joint Board on Universal Service which includes the creation ofa
Broadband Universal Service Fund as part ofa three-tiered approach to support telecommunications services in rural

,

areas. i

Mid-Rivers Communications, a broadband Internet services provider, as weB as a provider of local and long distance
telephone, cable television, and wireless telephone services, to rural Eastern and Central Montana, would like to present
to you an entirely different view ofthe reasons behind America's perceived problem oflagging broadband penetration.
We assert that the nation's current efforts to increase broadband penetration in rural areas may be ~omewhat

misguided, and are overly focused on issues that do not address the true problem. I
i

The areaMid-Rivers serves is inhabited by an aging population, perhaps one ofthe oldest per capita in the nation. The
median age across the primary 16 counties we serve is approximately 42 years, compar~d to the U.S. median age of35.
On average, over 19% of this area's residents are over the age of65, compared to 12% ofthe U.S. population. This
rural area also ranks very low nationwide in terms of per capita income, averaging only about $25,000 based on 2005
data. The U.S. per capita income for this same time period was nearly $10,000 higher. What do these figures have to
do with broadband penetration in rural America? The answer: everything. A 2007 report from the Phoenik Center for
Advanced Legal and Economic Public Policy Studies concluded that "household education and income levels have the
closest correlation to broadband in the home." Age and other demographic factors, namely income and education
levels, ar~ directly correlated to whether or not a 'household wishes to purchase or has the ability to purchase a home
computer. Without the computer, the availability of Broadband Internet access is academic.

I
Mid-Rivers has been offering high-speed Internet access to 100% ofour 30,000-square-mile service area via our own
wireline and wireless facilities combined with WildBlue Satellite Internet since late 2004. Our monthly rates for
residential high-speed Internet are well in line with urban rates, and we do not currently charge equipment or
insfallation fees. The minimum speed~Jwe offer in all areas meet or exceed the FCC's current definition ofbroadband,
and today we are able to offer speeds ofup to 10 Mbps to a majority ofour customers. We also provide free basic and
advanced Internet training sessions around our service area regularly. Broadband penetration among our Internet
subscribers is extremely high for a rural company, at approximately 70%, and is increasing daily. However, broadband
penetration among total telephone subscribers lags far behind, at barely more than 40%.

Realizing that this figure equates to more than half ofour landline telephone customers either subscribing tcl dial-up
Internet only or to no Internet at all, Mid-Rivers made the decision in mid-2007 to attempt to learn more from our
members about the factors keeping them from subscribing to broadband service. We conducted a survey of3,000
randomly selected telephone, Internet and cable television customers via bill inserts and our website during June and
july of2007. The results ofthis survey, which can be viewed in detail on the following pages, strongly supported our
initial assumptions that demographic factors - primarily age, income, and education - are preventing our customers
from taking the very necessary yet rarely c;Iiscussed initial step toward a broadband connection: the purchase ofa
oomputer. Nearly 30% ofsurvey respondents stated that they do not own a computer, and nearly ALL of those
s*at~d tha~ theY'had NO plans to purchase a computer. The top two reasons for not owning a computer were a lack
afknowledge on how to opeFate one and the fact that a computer was too expensive.
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While recent statistics from BuslnessWeekbQasttnat19% Olnomes~\\n allCnavenroaunam\ service tbere is no, ,

mention ofhow many ofour homes are lacking the vital PC component all together. A major Congressional focus over
the last several months has been the push to obtain more data regarding the rollout ofbroadband service in the u.s"yet
all legislation on the' subject focuses on where the broadband service itself is available rather than on the economic or
demographic reasons why consumers with broadband access may not be able to subscribe to the service. America's
policies toward broadband deployment, in steps taken by the NTIA, the FCC, and Congress to date, have seemingly
overlooked the issue ofcustomer equipment as a barrier to broadband access. Policymakers must begin considering
that the primary reason rural households are perceived to lag behind those in urban and suburban areas in their use of
high-speed Internet service is not due to limited availability or relative price ofa broadband connection, but instead to
the fact that many of these households do not possess the desire and/or the financial means to take the first step of
purchasing the equipment to use on a broadband connection.

The bottom line is that broadband services are now available in most rural areas, and more often than not are
available at rates and speeds very comparable to most urban and suburban areas. At least within our own service
area, and the regions served by many other rural cooperatives, Mid-Rivers is in agreement with NTIA's deqlaration that
America has achieved its goal ofuniversal, affordable broadband. Cooperative providers such as Mid-Rivers serve the
nation's most rural areas and are owned by our customers, so bringing those customers affordable broildba~d via
whatever technological means possible is a goal on which customers and management can easily agree. We contend,
and believe that the results ofour survey and other data from around the U.S. strongly support our contention, that the
nation's major stumbling block to ubiquitous broadband penetration is not the availability or price of the service itself,
but the consumer's ability and willingness to first purchase the equipment necessary to benefit from a: broadband
~~~ ,

I
Universal Service funding for the basic network infrastructure that makes all telecommunications possible is without a
doubt this country's most important tool for insuring broadband access in rural areas, and should be continued and
strengthened. Mid-Rivers relies heavily on this funding source to bring today's and tomorrow's telecommunications
services to our members. While we strongly agree that nationwide broadband penetration equal to other industrialized
nations is a very worthwhile goal, we are concerned that currently proposed policies that would attempt to
promote'broadband deployment by technologically separating Universal Service into individual pools offunding
is not the answer. We believe these policies would serve only to further threaten the stability of the prese~t Universal
Service fund and halt the build-out ofthe underlying telecommunications infrastructure.

As an alternative solution, Mid-Rivers would like to propose that Congress, the FCC, NTIA, other relevant ~tate and
Federal agencies examine the use ofthe current Lifeline/Link-Up Program, or the funding of a coupon program similar
to NTIA's current digital television converter box effort, to address the real problem at the root of America's perceived
broadband penetration dilemma. The Schools and Libraries branch ofthe Universal Service Fund recognized in 1996
that a lack ofcustomer equipment required for connectivity was a contributing factor to the digital divide b~tween rural
and urban schools. Demand for dollars from the Internal Connections portion of the Schools and Libraries Fund, which
offers subsidies for the purchase ofequipment an4 wiring, continues to greatly outpace supply nearly 12 years after that
program's inception. We contend that the same type ofprograms that have worked to bring broadband to rural and low
income schools, libraries and hospitals would also be effective in the American rural and low-income household. The
Phoenix Center referenced earlier has concluded based on the findings of its studies that "programs focused upon low
income communities with school-age children may' provide the largest 'bang for the buck' in terms of increasing
broadband penetration." Help t)J.e rural and the low-income American consumer to purchase a compu(er, and you
will open the door to broadband access in their homes. '

We hope your agency finds the attached information enlightening and that you will examine our alternative suggestions
for addressing broadband penetration in America~ Should you wish to discuss this issue further, please contact me at
(406) 485-330101' gerrva@midl'ivers.com.
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General Manager

Enclosure
CC: Federal Communications Commission

Montana Public Service Commission
Montana Independent Telecommunications Systems (MITS)
National Telecommunicatil;ms Cooperative AssOt~iation (NTCA)
Organizati9n fdi'the Promotion l\l1d Advancement ofSmall Telephone Companies (OPASTCO)
U.S. Senator Max Baucus
U.S. Senllter Jon Tester
U.S. Representative Denny Rehberg


























