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The Utility Reform Network (TURN) submits its opening comments in the above-captioned proceeding.  
I. Introduction
The Commission instituted this proceeding in response to Senate Bill (SB) 1563 which requires the Commission to develop a plan for “encouraging the widespread availability and use of advanced communications infrastructure and to submit a report of its findings and recommendations to the Legislature by December 31, 2004”
. It is clear from the legislative history that the intent of SB 1563 was to add to the State of California’s telecommunications policies the goal of “bridging the digital divide”
.  In discussing this concept, the legislative history makes clear that the “digital divide” refers to the unequal access of some members of society to computers and communications services, particularly access to the internet, email and similar services. Thus, in some respects, this proceeding is about what policies the Commission can promulgate to enhance the ability of all Californians to get digital access. While this is a noble goal, TURN urges the Commission to exercise caution as it searches for appropriate solutions.
It is hard to argue against the goals espoused by SB 1563. However, while the goals are laudatory, they are based on some underlying assumptions that are questionable. For example, TURN agrees that there is a “digital divide”, i.e., that some members of our society have unequal access to computer and communications capabilities and that such unequal access negatively affects quality of life. However, the Commission must acknowledge that even with the “widespread availability of advanced telecommunications infrastructure” the digital divide would not be conquered. As we discuss below, the issue of bridging the digital divide is far more complex than deploying more telecommunications infrastructure and therefore, the Commission should endeavor to create partnerships with other relevant organizations and state agencies rather than spending its scarce resources trying to solve the issues by itself .
II. The Problem

One of the critical concepts that the Commission must keep in mind as it deliberates in this proceeding is that “advanced telecommunications infrastructure”, e.g., broadband, is not a panacea to all the ills currently facing California and the U.S (even though by listening to high-level policy makers one may think that it could be).  For example, in August 2002, President Bush, at the Economic Forum Plenary Session stated:
In order to make sure the economy grows, we must bring the promise of broadband technology to millions of Americans. My administration is promoting investment in broadband. We will continue to work to prevent new access taxes on broadband technology. If you want something to be used more, you don't tax it. And broadband technology is going to be incredibly important for us to stay on the cutting edge of innovation here in America. The Federal Communications Commission is focusing on policies to encourage high-speed Internet service for every home and every business in America. The private sector will deploy broadband. But government at all levels should remove hurdles that slow the pace of deployment.

In a recent presentation at the second annual NECA/NARUC National Summit On Broadband Deployment, Bruce P. Mehlman, Assistant Secretary for Technology Policy, U.S. Department of Commerce, discussed, among other things, the benefits of broadband. The benefits included: economic growth; improved healthcare; new freedoms for the disabled and aged; enhanced homeland defense; improved education; and even Iraqi freedom
. 

In recent Congressional testimony FCC Chairman Powell stated that “the development and deployment of broadband capable infrastructure to all Americans is the central communications policy objective of our day”
. 

TURN agrees that advanced telecommunications can have significant benefits for all Americans. However, the suggestion that getting broadband to every home and business in America will help solve some of the more pressing problems in California is overly optimistic. Californians, as with citizens in the rest of the U.S., are facing severe crises in major areas such as jobs, healthcare, education, homelessness and poverty combined with unprecedented budget shortfalls. While deploying more broadband to those that don’t currently have access may mitigate some of these problems, it will do little to solve many of these significant issues.
There are additional reasons for the Commission to exercise caution in this proceeding. A recent study by the Pew Research Center found that approximately “24 percent of Americans are truly off-line; they have no direct or indirect experience with the Internet” 
 (by choice or circumstance). Further, 42 percent of Americans say they are non Internet users, and of that amount, 52 percent said they did not need it or want it
. A similar result occurred in the town of LaGrange, Georgia where cable broadband access was offered for free to all interested consumers. After a year, only 29 percent of residents had subscribed
.  Moreover, in its recent report to the California legislature, the Commission discovered that “although high-speed Internet access is available to 73 percent of Californians, only 13-17 percent of those having a choice have chosen to subscribe to it”.
 The report correctly noted that for widely used Internet activities, such as e-mail and viewing basic web pages, dial-up access is sufficient.
 
So, there will apparently always be a part of the public that does not want broadband access and perhaps there will always be some digital divide. A public policy that mandates deployment of advanced telecommunications capabilities to those who choose not to have access to such services seems to be a solution seeking a problem, particularly when we are all facing significant societal issues clamoring for scarce resources
.
The Commission should also be wary about believing that bridging the digital divide is all about access and technology. For example, even if all Californians had internet access, the digital divide would not be effectively bridged due to illiteracy. In the U.S., “nearly 25 percent of adults are functionally illiterate.”
 In addition to reading and writing, technological illiteracy would also have to be tackled to bridge the digital divide.  Finally, once those who want to be “on-line” can do so, there must be content and functionality designed to appeal to all segments of society. This requirement for ethnic, socio-economic and geographic diversity of content generally does not exist today and is not within the Commission’s control or influence.
III. Some recommendations

In spite of the aforementioned issues, TURN recognizes that the Commission is required to develop a plan “for encouraging the widespread use of advanced communications infrastructure”. To assist in that effort, TURN recommends that the Commission consider the following recommendations:
A. Learn from experience

There are a number of successes in the deployment of advanced telecommunications infrastructure that can provide important insights for the Commission. In fact, many of these programs can be instructive in responding to two of the issues identified by the Commission in this OIR:

Whether and how existing programs promote the availability and use of advanced telecommunications technology for innercity, low-income, and disabled Californians; 

The adequacy of current efforts to provide educational institutions, health care institutions, community-based organizations, and governmental institutions with access to advanced telecommunications services.
”

For example, the Community Technology Centers (CTCs) have done a very good job of getting digital technology to those who might otherwise not have access. CTCs are neighborhood-based centers that offer free Internet access, literacy and job skills training, and other community needs. There are hundreds of CTCs across North America and over 170 in California alone
. Additional vehicles helping to bridge the digital divide have been the California Teleconnect Fund, the Community Technology Foundation of California, the FCC E-rate program and the Rural Utilities Service. These programs combine public and private funding to enable the deployment of advanced infrastructure. 
As SB 1563 and the OIR acknowledge, the deployment of infrastructure is a necessary pre-requisite to mitigating digital divide concerns.  Pursuant to another legislative mandate, the Commission already has a proceeding and comprehensive grant program designed to deal with the fact that that many rural residents of California are not currently served by the facilities of any local exchange carrier.
  The Commission is charged with implementing a new Rural Infrastructure Grant Program that will enable residents of unserved areas to develop projects that result in the construction of local exchange facilities.  The ability to receive basic local exchange service also brings with it the ability to receive service from an ISP, establish an internet account, utilize e-mail and make use of the World Wide Web – in other words, to bridge the digital divide. There is also a possibility that citizen groups who are eligible for project funding may be able to partner with government agencies and local businesses to pool resources as a means of bringing more advanced services to rural areas. Therefore, this proceeding should follow the progress of the Rural Infrastructure Grant program very closely.  The work in that program will go a long way to answering many of the issues raised in the OIR regarding the availability and cost of existing and new telecommunications technologies.  
Another source of learning for the Commission is the experience of municipalities that have built their own broadband networks.  For example, the city of Portland, Oregon has developed the Integrated Regional Network Enterprise (IRNE) a high-bandwidth network to serve the city and its strategic partners. As of 2002, there were over 200 towns and municipalities across America developing such networks. Other advanced telecommunications systems have been developed by existing municipal power entities that are leveraging their capabilities and power networks to bring broadband to local communities.
 In addition, there are successful instances of public/private partnerships (e.g., Anaheim, CA). A key element of all these municipal systems is the ability of municipalities to build a network to serve the needs of a variety of users that taken together can justify the investment required to deploy the facilities. Commission policies that support these efforts would help bridge the digital divide and, at the same time, be focused on meeting local and community needs.
B. Create the conditions for competition
In the OIR, the Commission asks: “Whether and how open and competitive markets for advanced communications technologies can encourage greater efficiency, low prices and more consumer choice.
” TURN believes that the existence of competition is a critical element in facilitating the deployment of advanced infrastructure.
There is no doubt that SBC and other ILECs will argue in this proceeding, as they have argued everywhere they can, that the unbundling of the local loop is a disincentive to broadband investments. TURN strenuously urges the Commission to resist these arguments. Local loop unbundling and the availability of reasonably priced UNEs is critical to the growth of local competition.

The Organization for Economic Co-operation and Development (OECD), in a recent report entitled “Seizing the Benefits of ICT in a Digital Economy”, stated that in order for member countries to reap the economic benefits of information communications technology (ICT) they must:
…take action to strengthen competition across competing platforms and permit more rapid development of the broadband market. Unbundling of the local loop is particularly important to accelerate the development and diffusion of broadband Internet services. It is already having positive benefits, although its full impact may only become clear once effective competition has been established. In many countries, however, broadband uptake is still weak, mainly because of insufficient competitive pressure on the incumbent…This affects both the roll-out of broadband technologies and prices
.

This conclusion is consistent with a finding by the International Telecommunications Union (ITU): “[p]rices invariably fall when DSL and cable providers are compelled to open up their networks to competitors. This process is sometimes called unbundling the local loop (ULL)”
.
The Commission should strenuously resist SBC’s and Verizon’s attempts to barter away any realistic chances for local competition by trading vague promises to invest in advanced infrastructure in exchange for regulatory freedoms from unbundling. This appears to be precisely what the FCC is in the process of doing in adopting its ruling in the FCC Triennial Review proceeding. Yet, one day after the FCC announced its decision to not force ILECs to unbundle new fiber facilities, both SBC and Verizon announced that they would not spend on expansion and innovation of their broadband services so long as the FCC continues with other regulations, e.g., the unbundling of voice-calling services
.  The Commission should not make the same mistake that the FCC is poised to make. .
As part of any effort to stimulate competition in the provision of advanced technology, the Commission should not pick “winners or losers” – either the technology (e.g. the “best” broadband tech is DSL) or specific companies (e.g., SBC is “best” positioned to get broadband to the mass market) – it is too early in the development of new infrastructures for the Commission to throw in the towel and declare that huge conglomerates like SBC and Verizon should be the winners.  Indeed, some of the issues the Commission has identified in its OIR come dangerously close to suggesting that certain telecommunications technologies are more “economical” than others. The Commission even goes so far as to ask whether it should “direct” changes in technologies or deployment of those technologies.  TURN would not support this view of the Commission’s role in this proceeding, especially not at this early stage.  
Further, the Commission should be forceful about preserving to itself the requisite jurisdiction over advanced technologies necessary to deal with issues downstream that may be necessary to protect California consumers. Technological developments and their impacts can never be totally predicted. What may not require Commission regulation today may be an area requiring Commission intervention tomorrow. At a minimum, as the OIR states and the Legislature recognized, this Commission needs jurisdiction over advanced technologies to “encourage fair treatment of consumers through provision of sufficient information for making informed choices, establishment of reasonable service quality standards and establishment of processes for equitable resolution of billing and service problems.
” This may be particularly true if the market develops so that a single provider is dominant. 
IV. Conclusion

For all these reasons, TURN respectfully urges the Commission to adopt the recommendations stated above.
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