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                This draft position paper was commissioned by OITP in order to spark
   discussion around a key issue facing libraries. The ideas in this
   paper are those of the author and do not necessarily reflect the
   policy positions of the American Library Association.
   Libraries and Universal Service: Critical Issues
   Heather E. Hudson
   Professor and Director, Telecommunications Management and Policy
   Program
   University of San Francisco i
   “With more than $350 million in discounts since 1998, the E-rate has
   helped change the public library's information technology landscape.”1
   1. Connectivity: The Key Issue:
   Connectivity: Libraries are a critical national information resource.
   Access to the Internet is vital for libraries to be able to provide
   information services important for their communities. Key elements of
   connectivity include:
   Price: The E-rate provides subsidies of 20 to 90% on Internet
   connectivity. How would libraries fare without this subsidy?
   Bandwidth: Broadband is increasingly important for Internet access,
   and critical where there are multiple users such as in libraries.2
   2. The Context:
   Broadband in the US:
     * 
       The US ranks 12th in broadband subscribers per 100 inhabitants
       among industrialized nations.3
     * 
       US broadband adoption is highly dependent on socio-economic
       status: almost 60% of households with incomes above $150k have
       broadband; fewer than 10% of households with incomes below $25k
       have broadband.
     * 
       Gap between rural and urban persists: broadband penetration in
       urban areas is almost double that in rural.4
   Industry Context:
   The Telecommunications Act of 1996 established mechanisms to increase
   competition in telecommunications services as a means of extending
   access and fostering innovation. Since 1996, there has been
   significant consolidation and convergence in the telecommunications
   industry:
     * 
       Most areas have at most two providers of broadband access (telecom
       company and cable company).
     * 
       Competition through additional infrastructure (e.g. wireless and
       satellite) is limited.
     * 
       Competition through resale (other providers using telco or cableco
       networks) has been significantly reduced:
   Telcos are now not required to provide access to last-mile optical
   fiber;
   Cablecos are not required to provide access to other content
   providers. 5
     * 
       Internet telephony or VOIP (voice over Internet protocol) and
       mobile telephony are siphoning revenue from wireline telephone
       services.
   3. Universal Service and The Telecommunications Act of 1996:
   The Telecom Act of 1996 stated under Universal Service Provisions:
   “Elementary and secondary schools and classrooms, health care
   providers, and libraries should have access to advanced
   telecommunications services ….
   All telecommunications carriers serving a geographic area shall
   …provide such services to elementary schools, secondary schools, and
   libraries for educational purposes at rates less than the amounts
   charged for similar services to other parties.”6
   “Advanced services” was interpreted by the Universal Service Joint
   Board (see below) as Internet access.
   Universal Service Fund (USF) E-rate support and Libraries:
     * 
       More than 95% of US libraries offer Internet access to the public
       compared to 28% of libraries in 1996.7
     * 
       Libraries received more than $350 million (or is it $500 million?)
       in USF discounts since 1998.8
     * 
       Total USF commitments to schools and libraries exceed $15.5
       billion since 1998.9
   Missing Facts:
     * 
       What percentage of public libraries have broadband access?
     * 
       What percentage of eligible libraries receive E-rate support?
     * 
       Which states have the highest and lowest USF support for libraries
       per capita or per eligible library?
   4. Key Players:
   Congress: Currently drafting legislation to update or replace the
   Telecom Act of 1996:
   Senate Committee on Commerce, Science and Transportation:
   Chair: Sen. Ted Stevens, R-Alaska
   Co-Chair Sen. Dan Inouye, D-Hawaii
   House Committee on Energy and Commerce:
   Chair: Joe Barton, R-Texas
   Ranking Member: John Dingell, D-Michigan
   Federal Communications Commission (FCC):
   Responsible for implementation and interpretation of the
   Telecommunications Act, including “principles that, consistent with
   the 1996 Act, are necessary to protect the public interest.”
   ”The FCC is working to bring every school in America into the
   information age” (from the FCC home page on Universal Service. No
   mention of libraries).
   Universal Service Federal-State Joint Board:
   Established by the Telecommunications Act of 1996 to develop
   definitions and mechanisms for universal service.
   Members include FCC commissioners, selected state public service
   commissioners, and selected specialized staff .
   States: Public Utility Commissions:
   Responsible for telecommunications regulation within the states.
   Service Providers:
   Telephone companies, cable TV companies, Internet Service Providers
   (ISPs) etc.;
   Large telcos and cablecos typically lobby to preserve the status quo
   (quasi duopoly, but with different rules based on origins of telephone
   and cable industries);
   ISPs and resellers typically want more competition and rights to
   access networks to reach customers.
   Users:
   Public interest representatives: e.g. Consumers Union, Consumers
   Federation of America, Free Press, Benton Foundation;
   Education and Library Networks Coalition (EdLiNC);
   Content providers: e.g. Google, Yahoo (that want affordable,
   widespread broadband to reach users and support so-called Net
   Neutrality).
   5. Universal Service Issues:
     * 
       The Deal cut in the 1996 Telecom Act:
   “The telecommunications companies wanted more competition and the
   ability to expand. In exchange, we insisted on a strong, continued
   commitment by the telecommunications companies to “preserve and
   advance” universal service including access to advanced
   telecommunication services for schools, rural health care providers
   and libraries.”10
   What will happen to the deal?
     * 
       There is less competition than anticipated by the Act; many of the
       Act’s competitive elements have been weakened or eliminated by the
       FCC.
     * 
       The contribution factor (percentage of voice revenue) for 1Q2006:
       was 10.2% of interstate and international revenue:
   The contribution base is declining (although the FCC is now mandating
   that VOIP providers also contribute).
   Should the contribution base be broadened further?
   Will the contribution factor be cut or capped?
   What amount are consumers willing to contribute?
     * 
       Sustainability:
   How necessary and/or viable is the E-rate for libraries going forward:
     * 
       How dependent are current library recipients on the E-rate to pay
       for Internet access?
     * 
       To what extent do states provide supplementary or substitutable
       support?
     * 
       Is broadband access now considered a basic budget item?
     * 
       How important is free community access (through libraries, and
       sometimes schools) likely to be in the future, compared to the
       early days of the Internet?
     * 
       Can schools and libraries become anchor tenants or service
       providers to extend access to other points in their communities
       (e.g. using wireless)?
     * 
       Inequities in Participation:
   Some states and territories lag significantly in E-rate participation
   for schools, based on per student support. Is this also true for
   libraries? If so:
     * 
       Why do some eligible libraries not receive any support?
     * 
       What factors have helped the top recipients (e.g. mentoring,
       industry involvement)?
     * 
       What factors have hindered the lowest-ranking recipients (e.g.
       lack of administrative support, lack of technical expertise)?
     * 
       What needs to be done to assist the laggards?
     * 
       Funding to the User:
   The E-rate funds are awarded to the user (school or library) rather
   than directly to the carrier or vendor. This approach differs from the
   model used in most other countries, where subsidies go directly to
   service providers.
     * 
       Has this approach empowered libraries as customers?
     * 
       Has it placed too great a burden on libraries, in terms of time,
       effort and/or expertise?
     * 
       Incentives for Innovation:
   The E-rate process requires competitive bids for approved services
   through the USAC website.
     * 
       To what extent has there actually been competition (bids by other
       than incumbent)?
     * 
       Has this process encouraged service providers to offer services to
       libraries that were not previously their customers?
     * 
       Has it resulted in innovation in services delivered, technologies
       deployed, efficiencies, etc.?
     * 
       Has it resulted in lower prices than initially offered by
       incumbents?
   6. Stakes for libraries:
   Remaining a key information resource:
     * 
       Requires affordable access not just to Internet but to broadband.
   Justifying libraries’ role as more households have computers, Internet
   access:
     * 
       Does library as information resource become less important?
     * 
       New and changing roles:
   Services for minorities, immigrants
   Services for youth, elderly
   Services for rural, isolated residents
   Services in natural and other disasters, etc.
   Justifying libraries’ role as there are more community access options:
     * 
       Will libraries compete with other public access points?
   e.g. municipal broadband, cybercafés, etc.
   7. Recommendations
   Some Possible Recommendations for the E-rate and Rewrite of the
   Telecom Act:
     * 
       Do not reduce E-rate funding.
     * 
       Keep responsibility for the E-rate at the FCC.
     * 
       Reassess appropriateness of current discount levels and
       priorities.
     * 
       Reduce paperwork burden on applicants.
     * 
       Support outreach and assistance for libraries in low-income and
       disadvantaged communities.
     * 
       Expand list of eligible products, services and vendors.11
   Possible Strategies:
     * 
       Collect more data on libraries’ use of E-rate funds, access to
       broadband, etc.
     * 
       Work to increase number of libraries that get E-rate support.
     * 
       Prepare responses for issues such as:
         * 
           Changing role of libraries if broadband access increases;
         * 
           Impact on libraries if E-rate funds are cut.
     * 
       Find allies with similar interests:
   Schools, consumer groups, but also disaster agencies and services,
   economic development agencies, content and information service
   providers that benefit from widespread and affordable Internet access.
     * 
       Build support at the state level:
   With no national information policy, the states can be critical in
   setting requirements and providing incentives to extend broadband and
   ensure affordable access to the Internet for their residents.
   _________________________
   NOTES:
   i Contact information: email: [email protected]; phone: 415-422-6642;
   fax: 415-422-2502. Postal address: School of Business and Management,
   University of San Francisco, 2130 Fulton St., San Francisco, CA 94117.
   1 Both figures are shown as of 2006 on the ALA website:
   www.alawash.org
   2 The official FCC definition of broadband (at least 200 kbps
   reception) is considered outdated and inadequate by many experts.
   3 Source: www.oecd.org. As of December, 2005, the US lagged Iceland,
   South Korea, Netherlands, Denmark, Switzerland, Finland, Norway,
   Canada, Sweden, Belgium and Japan.
   4 Turner, S. Derek. “Broadband Reality Check.” Free Press, August
   2005.
   5 The Supreme Court’s Brand X decision (June 27, 2005) concluded that
   cable companies are not obligated to provide open access to Internet
   service provider (ISP) competitors. See, for example, Center for
   Digital Democracy, “Supreme Court's Brand X Decision Endangers the
   Principle of Net Neutrality,”
   www.democraticmedia.org/news/BrandXdown.html
   =====================================================================
   6 Telecommunications Act of 1996, Pub. LA. No. 104-104, 110 Stat. 56
   (1996) (italics added).
   7 Source: ALA website: www.alawash.org
   8 Both figures as of 2006 are given on the ALA website:
   www.alawash.org
   9 Source: www.universalservice.org
   10 Senator Jay Rockefeller (D-WVA) quoted in Dickard, Norris, ed.
   “Great Expectations: Leveraging America’s Investment in Educational
   Technology” Benton Foundation and Education Development Center, 2002.
   11 Several of these policy recommendations were also proposed for
   educators. See Dickard, ed., “Great Expectations,” pp. 15-17
   6
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