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A Perspective from a Serial Regulator”
Good morning.  It is a great pleasure to be here today, back in the nation’s Capitol.  Today, I would like to share some of my thoughts on how far we have come on broadband from my days as an FCC commissioner in the mid Nineties to my current position as a California Public Utilities Commission.  I am going to describe some California initiatives and report on the FCC NARUC Joint Conference on Advanced Services.
Telecom Act of 1996

I have a long history with Section 706, because I had the privilege of serving on the Federal Communications Commission when the Telecom Act of 1996 was passed.  One of the principal stated goals of the Telecom Act was to stimulate competition for all telecom services -- including advanced services -- by promoting innovation and investment by all participants in the telecommunications marketplace.  This charge by Congress has been an important part of my central regulatory philosophy, both at the FCC and at the California PUC.
Waiting for the Telecom Act signing ceremony to begin, I remember standing in the Library of Congress looking up at that beautiful golden dome.  The dome shows a female figure representing Human Understanding in the act of lifting the veil of ignorance and looking forward to intellectual progress.  
As I watched President Clinton sign the Telecom Act, I marveled that this historic update to the Communications Act of 1934 had finally passed.  Those gathered under the dome had many visions and hopes for the future.     
Among those hopes was what Vice President Gore was fond of calling the “Information Superhighway” – an Internet that would bring the riches of our world’s knowledge to a child in a third world country.  

Of course, we did have the Internet then, but it was not the Net that we have today.  Back in the Nineties, the “killer app” was email.  Today, future killer apps in our increasingly networked economy are predicted to be mobile web browsers, search and data retrieval, voice and video over IP, and identity management.  The next gen Web of the future will be more powerful and interconnected. 
During my FCC tenure, I served on the Joint Board on Universal Service and we created the very first E-rate program.  Back in those days, when we talked about advanced services, our hope was to get every K-12 school in America hooked up to the Internet, at any speed really and to the computer lab and not necessarily to the classroom.  Today, we have succeeded in connecting more than 99% of our nation’s classrooms.  Our other goal was to hook up health care clinics to the Net in order to bring telemedicine applications to those in rural or disadvantaged communities.  

What a sea change has occurred between 1996 and today:  the rise of the Internet, IP telephony, wireless broadband, video on demand, Fiber To The Home and Fiber To The Curb, handset innovations such as the iPhone, and social networking.  
The Telecom Act of 1996 truly unleashed the creativity and inventiveness of our entrepreneurs worldwide.  Today’s Internet is delivering on the promise of lifting the veil of ignorance in places all over the world. 
Section 706 and Advanced Services
Let’s turn now to Section 706.  Back in the October 1999 Advanced Telecom Services Order, the FCC pondered how to get providers to deploy new technologies more rapidly.
Back then, the FCC defined “advanced telecom services” to mean “high speed, switched, broadband telecommunications capability that enables users to originate and receive high quality voice, data, graphics and video telecom using any technology.”  And as we all know, the defined broadband speed was 200 kilobits per second, which puts it in the Comcast Slowsky turtle neighborhood.  Thank goodness the FCC has finally ordered providers to report broadband data by detailed speed tiers.
Through the years, the FCC has taken two primary actions in implementing section 706.  First, it has engaged in a number of inquiries that result in reports to Congress.  Second, the FCC gathers data from telecommunications carriers and issues data reports to the public twice a year.  

Is it enough?  I think not.  I believe more national leadership on broadband is critical.  It is time to shift some of the universal service federal money into advanced technologies like broadband and wireless.  I am glad to see some progress at the FCC particularly in the area of improving its data collection to reflect broadband subscription by speed tiers, and proposing whether to collect availability information and/or an improved nationwide broadband mapping project.  
California filed comments encouraging collection of availability data in addition to subscription data.  We also advocated more detailed national data collection, after our experience collecting California broadband data.  For one thing, California would like to measure our progress against other states, and we wish to do so using a uniform data collection program that will allow an apple to apple comparison.  
Also, by mapping national broadband availability, this will help federal and state policymakers make better decisions on how to adopt efficient, targeted subsidy programs providing incentives for deployment of broadband infrastructure by the private sector.  For example, I am intrigued by the recommendation of the Jt. Board on Universal Service to have a new broadband fund.  I would support this idea in concept, but I think it important that federal dollars be matched by state dollars so the states have some “skin in the game.”
Second, the FCC has reinvigorated the Section 706 Joint Conference at the urging of the state commissioners.  I am honored to be one of the state commissioners serving on the 706 committee, along with our state chairman, Commissioner Larry Landis, who is here with us today from Indiana.  
From the state commissioner’s perspective, I can say preliminarily that we hope to accomplish a few goals: (1) First, to put the spotlight on best practices that have occurred in the states on broadband initiatives.  (2) Second, we are planning a November 6, 2008 706 Joint Conference meeting with both the FCC Commissioners and state commissioners in attendance in San Jose, California.  We will be looking at some examples of best practices from across the nation.  We hope to discuss how the FCC and the states can best work together on broadband deployment.

California Experience
Today, I am going to share the California experience, where Governor Schwarzenegger and other state government leaders have put a spotlight on our broadband deployment.  We have done so for three reasons:  (1) first, because we know our economic development is dependent on it to compete globally, particularly due to the presence of the computer, music and entertainment industry in our state; (2) second, because we firmly believe that broadband is as critical infrastructure to our State as our levees, roads and schools; and (3) third, because we want to ensure that there are no digital divides in California.

Governor’s Executive Order Creating Broadband Task Force

In November 2006, Governor Schwarzenegger issued an Executive Order on broadband.  He appointed a 21 member blue ribbon task force to identify barriers to broadband in our state.  Governor Schwarzenegger also ordered immediate steps be taken for the state to facilitate broadband deployment where it could.  I was privileged to be a part of the Broadband Task Force.

The key thing the Task Force did was a broadband mapping project, including a statewide map of wireline broadband availability and speeds and a statewide map of wireless broadband availability.  Through a public-private collaboration on a one time, voluntary basis, the broadband providers gave us confidential data which an independent third party aggregated.  For the wireline broadband map, we got data from 12 incumbent LECs and 11 cable companies, including the state’s dominant providers.  We had street address level availability data, including speed tiers.  We did not get subscription data, however.  

The Task Force mapping project revealed that California leads the nation in broadband deployment, with 96 percent of households with access to broadband and broadband actually being used in 65% of the homes.  
Also the California PUC also has some mapping going on pursuant to our video franchise law.  It is on going and mandatory for state video franchise holders and their affiliates.  We collect data at the census tract level, and it includes both availability and subscription data.  We are adding speed tier data next year.

The Task Force also did a survey of broadband prices across California, and analyzed experienced speeds.

From the data, we have mapped things like the number of broadband providers competing in each census tract, broadband penetration by county, and broadband penetration in low income and high income census tracts (to get at redlining types of concerns).
The CPUC will use GIS mapping to do the following:
1. Evaluate the extent of broadband competition

2. Analyze factors leading to the digital divide in our state, e.g. income, education, age, percentage English speaking

3. Help the California PUC and Legislature develop and implement broadband policies and programs

4. Support public private partnerships, like CETF, California Telehealth Network and California Partnership for the San Joaquin Valley

At the CPUC, it is our job to ensure that we try and get broadband access those last 2,000 communities or 1.4 million people without any broadband access.  It is hard to get onto the Information Superhighway, when you have no on-ramp.

I see the lack of access for these 1.4 million people in our most rural areas as market failure.  Competition has worked pretty well for California with our newly friendly regulatory environment for broadband since 2006.  2006 is the year that the Commission put in place our new Uniform Regulatory Framework decision and the state Legislature passed the video franchise bill.  California still has some places where carriers apparently believe is not economic to serve.   These are mostly rural or remote areas with geographic challenges.  Also we have a “middle mile” problem, meaning we can’t get the fiber or terrestrial network of the Internet close enough to service a new local network for the users.  
CASF

As the agency best positioned to encourage broadband to such unserved areas, the California PUC in December 2007 approved a new $100 million program called the California Advanced Services Fund.  The CASF will provide 40% matching infrastructure grants to any broadband provider who is willing to serve some of these 2,000 unserved communities.  This CASF program is cutting edge because we are funding it through a new telephone ratepayer surcharge of a nickel a month for an average phone user.  We believe this funding structure makes sense because this program in fact builds new advanced communications infrastructure through which voice, Internet and video will flow to these digital divide communities.  

So far we have pending applications for unserved areas that, if all were granted, would deliver broadband to 108,000 households who lack access today.

Again, we believe that this broadband infrastructure is as critical to the economic development of these small communities, as highways, water systems, and school buildings are to them.

Other important Task Force work includes looking at how to put conduit in when highways are being repaired in the normal course, making state assets like towers or buildings available for placing communications equipment on them, and the state using advanced technology itself to lead by example.  Recently, our Department of Insurance converted to Voice over Internet Protocol.

DIVCA

You also have to set the legal and regulatory stage to attract investment.  

In the California PUC’s Uniform Regulatory Framework decision, we freed up our largest incumbent LECs from traditional regulation, with exceptions like basic rate, 911, and some other areas, finding competition throughout the state.

The State Legislature took a bold initiative by passing the Digital Infrastructure Video and Competition Act in 2006 to authorize statewide video franchise for California.  This important bill allowed the traditional landline phone companies like AT&T and Verizon to begin building fiber networks in our state, so that the triple play of video, fast broadband and voice can be delivered to our citizens.  This sets the phone companies up to compete with the cable companies.  The cable companies have been investing billions in cable system upgrades to bring fast Internet, on demand TV and now voice over Internet protocol to their customers.  Under the new law, California cable operators may also obtain a statewide video franchise license, helping them reduce regulatory costs and promoting further development in cable network upgrades.  This head-to-head competition is great for consumers, who will have available state of the art networks and many choices.

The State Legislature passed the baton to the California PUC to implement the Video Franchise bill, which we did quickly and in the most streamlined approach possible.  

As a result, California has been rewarded with massive new investments in broadband networks by our providers.  So I can tell you with assurance, that California is a great place to be right now in terms of having leadership who “gets” how important it is to have broadband. 
In California, we also realized that access to the Internet is just one step.  In 2005, through two merger applications, AT&T and Verizon generously contributed $60 million to form a non profit organization called the California Emerging Technology Fund, or CETF.  This group was charged with nothing less than trying to bridge the digital divide for three target communities:  (1) rural and remote areas; (2) urban disadvantaged neighborhoods; and (3) disabled populations.    So far CETF has made $20 million in grants to a wide range of grantees.
Through CETF’s work, we have discovered that getting access there is just the first step.  We next have to tackle the affordability issue.  To this end, CETF funds programs to train street youth to fix old computers and donate refurbished PCs to community tech centers.  CETF has also funded groups to bring computer centers into affordable housing complexes in addition to senior facilities and community centers in low income or disadvantaged areas.  

We also know that some people do not want to go on the computer because they do not see the value in current applications to their lives.  CETF is funding groups like One Economy who build community websites that provide useful information relevant to a particular community, often in language.

CETF has also found that accessibility for people with disabilities is a huge challenge.  As a condition of CETF grants, it requires all grantees to comply with accessibility standards including access to physical offices and centers, and accessibility to materials and websites.

Early on, I mentioned that we had a dream back in 1996 of telemedicine. 
What is very exciting about my current post is the California Telehealth Network.  I want to extend kudos to the FCC for its initiative on the FCC Rural Health Care Pilot Program.

The California PUC has worked with the University of California and the seven regional telehealth networks in California to develop the California Telehealth Network.  Through this new California Telehealth Network, California will link over 300 – and ultimately, perhaps as many as 900 -- health facilities to each other, with the primary aim of promoting better health care in rural areas and tribal lands via telemedicine applications supported by urban and university hospitals.  Further, this project will help train our next generation of doctors and health care professionals in telemedicine techniques, which in turn will revolutionize how health care is provided.  This is a massive undertaking, where yet again, California will lead the way.

Lessons Learned

I also want to share with you our lessons learned, at least from my point of view.  These are:

Lesson One.  Leadership is the absolute key, but grassroots efforts help too.  

We could not achieved what we have in California without the commitment of our Governor, the Legislature, the CPUC and other state agencies on our broadband goals.  Likewise, our citizens through our CETF group have also had a huge impact in encouraging our leaders to move forward.
Lesson Two:  A critical element is setting the legal and regulatory stage to level the playing field in order to attract advanced service investment to your state.

We had to set the stage for investment in advanced systems with relaxed regulation for our ILECs and the video franchise law for our cable players.  This took great efforts to achieve this at the California PUC and at the state Legislature.  Old rules may not necessarily work in this new world of intermodal competition between incumbent LECs and cable companies and wireless companies.  They are all becoming broadband companies who deliver data, voice and video.  To this end, I would advocate that important changes like intercarrier compensation and universal service reform must come soon to see our nation move forward on broadband deployment.

Lesson Three:  When you have market failure, particularly in very rural or disadvantaged areas, that is when a regulatory program may help.  
Our California Advanced Service Fund is a pilot program to see how it can help.  This is where both the FCC and state commissions must come together to figure out how best to achieve getting service to these unserved areas. Should it be a national broadband fund, matched by state funds?
Lesson 4:  As I mentioned before, this isn’t just about access to broadband, but about applications, affordability and accessibility too.  Hand in hand with your build out challenges, we are lucky to have a public private partnership like a CETF working on the other pieces of the digital divide solution.  
Thank you.
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