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Leg al  N o t ice 
 
This work contains findings that  are general in nature, and readers are rem inded to 
perform  due diligence in apply ing these findings to their  specific needs as it  is not  
possible for Global TeleVentures,  I nc dba PLT to have sufficient  understanding of any 
specif ic situat ion to ensure applicabilit y of t he findings in all cases.  
 
Neither the authors nor PLT assum es liabilit y for  how readers m ay use,  int erpret  or 
apply  the inform at ion, analysis, t em plates, and guidance herein or w ith respect  t o 
the use of,  or dam ages result ing from  the use of, any inform at ion,  apparatus,  
m ethod, or  process contained herein.  I n addit ion, the authors and PLT m ake no 
warrant y  or representat ion that  t he use of these content s does not  infringe on 
privately  held right s. 
 
Copyright  ©  2005,  by Global TeleVentures, I nc.  Dba PLT 
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Executive Summary 
Access to h igh speed I nternet  is becom ing accepted as a necessity , just  like 
elect ricit y, water, and t elephone serv ice.  For  rural Am ericans get t ing adequate 
access is problem at ic. Rural Am erica is characterized by low populat ion densit y,  
vastness and isolat ion.1 Wit hout  a large custom er base,  potent ial revenue from  
com m on ISP services2 does not  cover the large capital investm ent  required to build 
the Broadband3 infrast ructure.  Unlike urban Am erica,  th is infrast ructure usually  
requires the const ruct ion of the Òm iddle m ileÓ to connect  rural com m unit ies to the 
I nternet  backbone which is found only  in t he USÕ largest  cit ies and the Òfinal m ileÓ to 
bring I nternet  to the custom er. The choice of final m ile t echnology is fur ther 
com plicated by rural custom ersÕ propensit y to only  slowly m igrate from  dial-up to 
Broadband.  But  then, wit h w idespread adopt ion,  rural custom ers t ypically  use the 
I nternet  for  bandwidth int ensive applicat ions and therefore potent ially  require speeds 
greater than t hose delivered to t heir urban/ suburban neighbors. Wit h the result  that  
an I nternet  Service Prov ider  needs to build it s f irst  network to deliver a fast  I nt ernet  
service at  a com pet it ive pr ice to facilitate Òdum ping the dial- upÓ,  and another w it h 
m uch greater  speeds to stay com pet it ive. Which in turn creates a capital challenge.  
As a result  of a widely  held m isconcept ion about  a lack of dem and,  private funding is 
not  readily available.  Locally funding the buildout  is rarely  an opt ion.  With sm aller  
businesses, and m any businesses leaving Rural Am erica,  sm all towns do not  have a 
tax base needed to fund the infrast ructure. While som e state and federal funding 
opt ions exist ,  a successful rural ISP (RISP)  m ust  build the com m unit y  relat ionships 
to reduce the total capital em ployed and deliver  a range of services that  are relevant  
to the rural com m unit ies it  serves. 
 
I t  is therefore in the hands of t he residents of these com m unit ies to facilitat e the 
ent ry  and successful operat ion of a RI SP.  Those com m unit ies that  do will add a 
cr it ical infrast ructure t hat  st im ulates em ploym ent ,  com m unit y cohesion and 
therefore has the potent ial to arrest  the decline of their  com m unit ies. 

Why Does Poor Rural Internet Access Matter? 
So,  why does rural I nt ernet  access m at ter? Without  it  com m unit ies are becom ing 
sm aller.  Figures 1 and 2 show that  com m unit ies without  universal affordable I nternet  
access are cont ract ing.  Their  econom ic base is shr inking,  driven by t he scarcit y of 
opportunit ies for high wage,  high skill em ploym ent ;  leav ing the t ypical resident s of 
rural Am erica poorer,  older  and less well educated than the nat ional average. 
 

                                            
1 ÒI nte rnet -Based Economic Development For Rural Communiti es,Ó U.S. Economic Development 
Adm inistr ati on, I owa  Sta te  University , 20 01.  
2 Broadband access, we bspace, e-mail accounts  
3 For an overv iew of Broadband v isit 
http : / / news.b bc.co.u k/ 1/ shared/ spl/ hi/ pop_u ps/ quick_g uides/ 04/ te chnology_b roadband/ htm l/ 1.s t m  
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Fig u r e 1  -   Hig h - sp eed  I n t er n et  p r ov id e r s b y  z ip  cod e, as o f  Decem b er  
2 0 0 4 . A r eas in  b lu e h av e sev en  o r  m o r e  p r o v id e r s, ar eas i n  b r o w n  h av e  f ou r  
t o  f i v e  an d  a r eas in  t an  o n e  t o  t h r ee. Sou r ce FCC 

 

 

Fig u r e 2  -  Ru r al  Hou seh o ld  Gr ow t h  
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The t rend towards Broadband being the prim ary way in which households access the 
I nternet  is accelerat ing. The t rend shown here in figure 3 had,  by Decem ber 2005 
resulted in over  50m  Broadband I nternet  connect ions4. Now,  alm ost  50%  of all 
households act ive on t he I nternet  are doing so v ia a Broadband connect ion.  
However,  th is m igrat ion t o Broadband is not  even. PewÕs hom e Broadband adopt ion 
study5 report ed that  urban/ suburban resident s were alm ost  twice as likely  as a rural 
resident  t o have a Broadband connect ion. 
 

 

Fig u r e 3  -   W eb  Con n ect io n  Sp eed  Tr en d s -  Ho m e User s ( US)  1 9 9 9  -  2 0 0 3  
So u r ce N iel sen  

Economic Development and Broadband 
Var ious studies6 have determ ined t hat  a m illion dollars of investm ent  in Broadband 
creates 18 new jobs.  Another  study predict s t hat  for every worker  em ployed in the 
m anufactur ing and const ruct ing a broadband network produces four  other  workers in 
the econom y7. 
 
With over 80m  adult  Am ericans using Broadband connect ions at  hom e,  all form s of 
digital content  delivery are pr im ar ily delivered v ia the I nternet . Those who cannot  
get  Broadband are inevitably being left  out . This fur ther accelerates a decline in any 
aspect  of business or life that  m ight  otherw ise benefit  from  access to digital content .  
For  rural businesses,  failure to em brace I nternet  use dram at ically proscr ibes t heir 
addressable m arket .  I nt ernet  retailing is now m ainst ream . The Census bureau 

                                            
4 Source Ð FCCÕs Report on th e Sta tu s of High-Speed I nte rnet Access as of December 2005, published July 
2006 (http : / / hraunfoss.f cc.gov/ edocs_p ublic/ atta chmat ch/ DOC-2665 96A 1.p df)  
5 Home Broadband Adopti on 2006 Stu dy URL http : / / www.p ewi nte rnet.o rg/ PPF/ r/ 18 4/ report_d isplay.asp 
6 U.S. Bureau of Economic Analysis' Regional I nput -Outp ut Modeling Syste m 
7 Broadband Use by Rural Small Businesses, December 2005 
(http : / / www .sba.g ov/ ADVO/ research/ rs26 9to t.p df)  
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report ed,  that  E-com m erce now accounted for  2%  of t otal US retailing in the second 
quarter  of 2005 ( figure 5) . 

 

 Figure 5 -  E-Com m erce Sales Growth. Source US Census Bureau 

What are the Uniquely Rural Issues an Internet Service Provider 
Must Address? 
There are five challenges an I nternet  Service Provider  m ust  address,  if  it  is t o offer  
service in rural Am erica:  
 
¥ Low total dem and 
¥ The t echnical challenge t o m axim ize geographical coverage 
¥ The at t it ude of pr ivate investors t owards rural I SPs 
¥ Access to the I nternet  backbone 
¥ Future proofing its network 

Low Total Demand  
Resident ial dem and for  Broadband is closely  associated w it h incom e age and 
educat ion. The m edian I nternet  user  is between the ages of 18 Ð 29,  is a college 
graduate and has an incom e over $30,000.  Whereas rural Am erica is older , poorer  
and less well educated that  urban/ suburban Am erica.  For exam ple, an I nternet  user  
is 50%  m ore likely to be 65 or older in rural versus urban/ suburban Am erica.  The 
Pew Hom e Broadband study found t hat  pr ice sensit ivit y was greater  am ongst  lower 
incom e,  older  Am er icans than their  younger r icher peers.  Rural custom ers have 
fewer choices for  Broadband and, consequent ly ,  pay higher prices for  that  serv ice.  
Their  pr ice sensit ivit y  therefore has had t he expected result  of low  dem and. 
 
Business dem and for  Broadband in rural areas is const rained by three factors:  firm  
size,  high cost  and price and pr ice elast icit y.  Sm all businesses t end t o em ploy fewer 
em ployees in rural areas vs. urban areas,  as reported in ÒA Survey of Sm all 
BusinessesÕ Telecom m unicat ions Use and SpendingÕ for  the Sm all Business 
Adm inist rat ion in March 20048. Rural indust ry,  according to research by the 

                                            
8 ÒBroadband Use by Rural Small Businesses,Ó SBA Office of Advocacy, December 2005.  
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Econom ic Research Service of t he Unit ed States Departm ent  of Agriculture,  is Òlow-
tech,Ó m eaning it  uses fewer advanced t echnologies such as Broadband.  The t ypes 
of indust ries located in rural areas include agr icult ure,  food processors, t ext iles,  
lum ber and wood product s and m ining.  Their  March 2004 report  also notes that  
rural sm all businesses seem  to have a lower dem and for  broadband services. 
Another aspect  of business dem and depends on the type of custom ers being served.   
As already noted,  dem ographic characterist ics of the populat ion play a role in 
dem and.  Therefore rural sm all businesses t end to have custom ers t hat  are older,  
less educated and have lower incom e. Furtherm ore,  their  rural custom ers do not  
consider  the I nternet  int egral t o their  daily  lives.  
 
Not  wit hstanding,  BroadbandÕs benefits are well understood by both rural resident s 
and businesses.  With Broadband,  resident s can take classes online,  furthering their  
educat ion and earning potent ial,  shop for  product s and serv ices not  available locally 
and can rem ain in com m unicat ion with fam ilies and fr iends located worldw ide.  
Telem edicine applicat ions enable rural resident s'  access t o m edical specialist s and 
services not  generally  available in sm all com m unit ies.   For businesses,  bet t er 
com m unicat ions with their custom ers, em ployees and workers creates eff iciencies.  
Processing of large volum es of inform at ion faster increases product ivity  and reduces 
cost s.   I n addit ion, wit h Broadband connect ion, m arket s are expanded wor ldwide and 
are no longer j ust  local.   With increased effect iveness, product ivity  and larger 
custom er base,  businesses becom e m ore com pet it ive.  Therefore they can expand 
their operat ions and add jobs.   Furtherm ore,  businesses can be at t racted to the area 
with affordable Broadband access.  
 
The dispar it y between the m edian I nternet  user  and t he typical rural resident  would 
lead t o the conclusion t hat  int erest  in Broadband access is lower in rural Am erica.  
The m edian I nternet  user  is young;  resident  in a high incom e household and college 
educated.  The m edian rural resident  is older;  high-school educated and resides in a 
household w it h less than $50,000 in annual incom e.  Add to which the predom inant  
m ethod of access in rural Am erica is dial- up. This apparent  lack of interest  f inding 
was exam ined when t he Pew surveyed dial-up users.  The Pew Hom e Broadband 
adopt ion report  2006 found t hat  in every survey conducted since 2002, 60%  of d ial-
up users said t hey were not  int erested in a Broadband connect ion. But ,  as t he study 
observed,  t he percentage of hom es using a dial- up connect ion has fallen from  88%  
in March 2002 to 68%  in March 2006. When Pew delved m ore deeply into the 2006 
Òno interestÓ survey response,  t hey discovered t hat  alm ost  half of the Òno interestÓ 
respondents were over  50 or had household incom es of less t han $50,000 ( typical 
rural resident s) .  Given t he price sensit ivit y of t his group, Pew at t ributes their  
increasing rates of Broadband subscript ion to t he ease wit h which users can now 
post  content  t o the I nternet ,  and t o the lower cost  of DSL connect ions.  DSL now 
accounts for  55%  of the connect ions for older lower incom e households, com pared t o 
50%  of all hom e users. 
 
Finally,  rural Am ericans t end to use their  Broadband connect ions different ly  by 
em phasizing bandw idth intensive enter tainm ent  applicat ions.  This is both a challenge 
and opportunit y  for  an incom ing RI SP.  Dealt  wit h, in th is report ,  in the sect ion t it led 
ÒFuture Proofing it s NetworkÓ. 
 



Page 10 of 15 
Use of Content s Governed by Legal Not ice 

For More I nform at ion,  www.power linetelco.net  

The Technical Ch allenge to M aximize G eographical Cov erage 
To date m ost  rural Broadband custom ers have received t heir Broadband access from  
a t elco via DSL. DSL has now penet rated as far into rural Am er ica as it  is going to.  
As t he at tached table ( f igure 6)  from  the FCCÕs shows, telcos report  by Decem ber 
2005 coverage of over  96%  of t he USÕ resident s. 
 

 

Fig u r e 6  -  DSL Cov er ag e as at  1 2 / 2 0 0 5 . So u r ce FCC 

Even t hough DSL is offered in alm ost  every Zip code in t he nat ion,  its reach ( table 1)  
is lim it ed.  Available bandwidth drops dram at ically w it h d istance from  the cent ral 
office. Addit ionally,  t he pract ical reach is fur ther  cur tailed by line condit ioning9 which 
is necessary t o deliver  qualit y  voice serv ices.   
 
Distance from  the CO Maxim um  Download Speed Maxim um  Upload Speed 
8,000 7.1Mbps 1.5Mbps 
12,000 1.0Mpbs 1.0Mbps 
18,000 640Kbps 90Kbps 

Tab le 1  -  DSL Per f o r m an ce ( h t t p : / / w w w .d s lp r i m e.co m )  

To som e extent ,  t his has been offset  with t he installat ion of dig ital subscr iber  line 
access m ult ip lexers (DSLAMs)  into rem ote swit ches10, com m on in m ost  rural t elco 
m arket s. 
 
Rural infrast ructure prov iders t end to be lat e adopters of technology. Leaving it  t o 
the providers in higher density/ wealth ier  com m unit ies to iron out  t he deploym ent  
and operat ion Òspeed bum psÓ before deploy ing t he t echnology.  This is even m ore t he 
case,  when the prov ider  is a regional incum bent  LEC,  like BellSouth or  AT&T. Here,  
the body of expert ise is in a technology like DSL which works m ost  effect ively  where 
the dem and for  plain ordinary t elephone service (POTS)  has ensured a cent ral office 
density  suff icient  to ensure no custom er is m ore than three m iles from  a sw it ch,  and 
therefore likely able to use DSL.   
 

                                            
9 Line conditi oning is th e adjustm ent of electr ical characte rist ics of twi ste d pair te lephone lines to  increase 
th e signal str ength  or reduce line noise. Which in tu rn improves th e quality  of voice serv ices or increase 
th e dista nce from th e centr al off ice voice serv ices can be delivered. I t is achieved th rough th e inserti on of 
component s such as resisto rs, capacito rs, t ransformers or m ost com monly induct ors. Rural te lephone lines 
inte nded for analogue voice signals usually  have inducto rs inserte d every few m iles;  such a line is said to  
be " loaded". Loaded lines cannot tr anspor t a DSL signal as far as an unloaded line. 
 
10 I n a recent report published by th e nati onal exchange carr ier associat ion (NECA)  64%  of 1,100+ survey 
parti cipants  reporte d th e use of remote  swi t ches in th eir net wo rk. NECA Trends 2006 :  Making Progress 
wi th  Broadband (http : / / www.n eca.o rg/ media/ tr ends_b rochure_we bsite .p df)  
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For  t elcos,  t he bulk  of their  investm ent  and operat ional experience com es from  
delivering Broadband t o the 80- 90%  of their  custom ers that  reside in urban and 
suburban com m unit ies.  This increases the perceived r isk  of deploy ing an alt ernat ive 
the infrast ructure to m eet  t he needs of those beyond DSLÕs reach.  Add to which the 
cost  to build and support  a wireless infrast ructure has the potent ial to be m uch 
higher per  Mbps delivered, since t he t elco cannot  use it s ex ist ing infrast ructure,  and 
wireless operat ion support  needs are different  t han t elephone serv ice or  DSL.   
 
The Nat ional Exchange Carrier Associat ion (NECA) , in their  June, 2006 report  t it led 
ÒThe Packet  Train Needs t o Stop at  Every DoorÓ,  reported that  t o upgrade t heir 
m em bers 5.9m  exchange lines to deliver  8Mbps would cost  $2,017 per  line11 The 
report  fur ther noted t hat  of the 6.62m  access lines served by 1,120 rural t elcos,  
while 94%  of t he switches were equipped t o offer DSL,  only 636,000 exchange lines 
actually  received the service. About  10%  penet rat ion. By cont rast ,  DSL accounts for  
50%  of t he Broadband connect ions nat ionally  and is in 42%  of hom es. 
 
I n the light  of the enorm ous cost  for  delivering universal DSL and the difficult y of 
secur ing an adequate return on the investm ent  ( see next  sect ion)  it  should com e as 
no great  surprise, that  while t elcos are the t elephone serv ice provider of last  resor t ,  
they have not  been conspicuously w illing to be t he I nternet  access provider  to t heir 
custom ers in low-density  com m unit ies!  
 
One can therefore conclude t hat  if  DSL is to be t he exclusive t echnology t o deliver  
Fast  I nt ernet  access in rural Am er ica, then rural Am er ica is beyond the reach of 
affordable Broadband. 
 

Attitude of Private  Investors Towards R ural ISPs  
Am ongst  investors, it  is believed that  t here is a lack of Broadband dem and in rural 
Am erica.   However,  t his lack of dem and can be t ied t o at  least  two factors:  fewer 
choices for  t he delivery of Broadband,  i.e.,  DSL,  cable,  T- 1,  or w ireless.  And, m ore 
expensive less reliable serv ice when com pared t o urban and suburban areas12. 
 
Since there is a perceived lack of dem and for  Broadband and the cost  of building the 
infrast ructure is large,  when both t he cable TV and t elco operators have m ade large 
investm ents t o upgrade their Broadband infrast ructure, their  near universal decision 
has been to deploy only  where dem and is greatest .  And, therefore where revenues 
will be built  fastest . This t rend cont inues today. Cable com panies are m ost ly 
invest ing to m ore eff icient ly m anage the bandw idth between t elev ision and 
Broadband access.  Telcos are deploying fiber to the prem ises and offering voice,  
data and video.  For  exam ple,  Verizon has announced it s int ent ion to pass 6 m illion 
hom es w it h fiber  by t he start  of 2007, And,  AT&TÕs stated goal is to have passed 
19m  hom es by Decem ber 2008.  Other t elcos,  like Qwest ,  are looking at  the 
deploym ent  of ADSL2+ ,  which increases the m axim um  download speed from  
7.1m bps t o 24m bps, but  reduces the reach of DSL from  a m axim um  of 3 m iles t o 
perhaps 1.5. 
 

                                            
11 The Packet Train Needs to  Sto p at Every Door 
(http : / / www .n eca.o rg/ media/ Executi ve_Sum mary_0614 06. pdf)  
12 NYT Arti cle on Sate llite  I nte rnet access With  a Dish, Broadband Goes Rural 11 -14 -06. URL 
http : / / www. nyti mes.com/ 2006/ 11/ 14/ te chnology/ 14s ate llite .h tm l?ex=11 643444 00&e n= c5069 86e b1c53b
ab&ei=5070&e mc=e ta 1 
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The capital needed is beyond t he budgets of m any sm all rural com m unit ies,  so there 
have been effor ts t o at t ract  private investm ent .  Unt il recent ly,  t echnology 
im provem ent  investm ent  has centered on im proving t he capital efficiency of the 
Broadband prov iders serving t he 50% +  of households in urban and suburban 
Am erica.  The consequence is that  inst itut ional and private investors do not  have a 
body of know ledge, in par t icular com parables, w ith which to com pare rural I SP 
opportunit ies.  Lacking a business m odel for rural ISPs,  pr ivate investors w ill profile a 
rural opportunit y  with assum pt ions drawn from  Broadband I SP adopt ion in 
urban/ suburban com m unit ies.  Here, the dem ographics of rural Am erica Ð older,  
lower m edian level of educat ion and lower incom es suggest  lower Broadband 
adopt ion,  so reducing potent ial gross incom e and therefore t heir willingness to 
invest . A typical pr ivate/ inst it ut ional investor w ill usually  evaluate an RI SP 
opportunit y  in t his way.  Private equit y invested in t elecom  requires gross revenue 
per em ployed capital dollar of 5: 1.  I n a predom inant ly  rural County like DeSoto,  FL 
this investor  requirem ent  would cap the total available pr ivate investm ent  at  
$314,400. Calculated as follows:  
 
¥ Populat ion     35,000 residents or  13,100 households.   
¥ Average revenue per  user  (ARPU)  is  $600 per  year 
¥ Forecast  Penet rat ion   20%  
 
¥ Year 3 Run Rate13   $1,572,000 
¥ Available I nvestm ent  (Run rate/ 5)  $314,400 
 
A recent  study consider ing t he cost  of deploying Broadband solut ions in rural 
Wyom ing14 est im ated t he cost  of w ireless service delivery is $1,284 per custom er.  
So,  to serve DeSoto would require $3.1m .  Where then w ill the $2.65m  com e from ? 
 
Direct ly  funding the buildout  is beyond the econom ic m eans for  m any rural 
com m unit ies, so another  source is t he Òpublic purseÓ.  Perhaps like t he Rural 
Elect r ificat ion Adm inist rat ion (REA)? Between 1935 and the 1950s, the REA in 
part nership w it h rural elect r ic cooperat ives (which grew out  of farm er operated 
locally  based agr icultural cooperat ives)  succeeded in increasing t he percentage of 
rural Am erica wit h easy access to elect ricity  from  11%  to over  90% . Another  way, 
which is in t he cont rol of the com m unit y,  is to dram at ically  reduce any of the 
network const ruct ion and operat ion costs.  See sect ion t it led ÒThe Role of Com m unit y 
SupportÓ. 
 

Access to the Int ernet Backb one, the ÒMiddle MileÓ Probl em 
The I nternet  backbone now runs between 7 Ð 10 billions of b it s per  second (Gbps) .  
Dem and for  dig ital content , such as the Abilene network ( figure 7) ,  which prov ides 
universit ies with access t o d igital libraries and e- learning applicat ions, and has t he 
stated goal of delivering 100Mbps t o every connected m achine w ill eventually  drive 
it s speed higher. 
 

                                            
13 Run rate  is th e extr apolati on of th e gross revenue in th e f inal few month s of year two  to  forecast to ta l 
gross revenue in year th ree 
14 Costs  and Benefits  of Universal Broadband Access in Wyoming 
(costq uest .com/ costq uest/ docs/ CostsAndBenefitsofUniversalBroadbandAccessI nWyoming.p df)  
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Fig u r e 7  -  Cu r r en t  St at u s o f  t h e  Ab i len e N et w o r k . Sou r ce 
h t t p : / / ab i l en e. in t e r n et 2 .ed u /  

Today, m uch of rural Am er ica is not  connected t o t he I nternet  backbone.  Thus 
creat ing a need to const ruct  both t he final m ile,  to deliver  I nternet  access and the 
Òm iddle m ileÓ to bring access into t he com m unit ies. 
 
How then will t he m iddle m ile evolve, if  rural usersÕ total needs do not  evolve to 
drive facilit ies ut ilizat ion at  a pace sim ilar  t o that  of their  urban/ suburban neighbors? 
For as long as rural com m unit ies rem ain lat e adopters,  t heir relat ively sm all num bers 
will always lim it  the investm ent  m ade.  The solut ion is to both dram at ically  reduce 
any of the network const ruct ion and operat ion cost s within the cont rol of the 
com m unit ies served,  while concurrent ly  developing t he applicat ions of greatest  
int erest  to t he rural com m unit ies, rather than being the last  to adopt  applicat ions 
developed for  the urban/ suburban m arket . 

Future Proofing its Network  
An incom ing rural ISP faces com pet ing obj ect ives.  For the RISP to rem ain 
com pet it ive, and therefore in business in the long t erm ,  it  m ust  balance t he need t o 
deploy a t echnology that  quick ly  m eets t he needs of t he served com m unit y at  the 
lowest  possib le cost  per Mbps delivered with t he need to future proof the network. 
 
A rural consum er expectat ion established by their  fam iliar it y w it h exist ing 
applicat ions is to seek easy,  sim ple and fast  access t o the sam e content  as exist ing 
users. But , as the Pew Rural Broadband study showed, I nternet  use in Rural Am er ica 
places a greater em phasis on bandwidth int ensive applicat ions like software 
purchase,  v ideo on dem and,  et c.  Failure to keep pace with t his dem and will create 
the risk of network obsolence for the RI SP.  A RI SP m ust  be prepared t o m eet  the 
custom erÕs changing expectat ions Ð in it ially  to Òdum p the dial-upÓ and quickly to 
churn to em brace applicat ions like peer-2-peer network ing;  online gam ing and 
m usic/ v ideo downloading. 
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The use of fast  I nt ernet  is dif ferent  in rural com m unit ies.  This difference m akes rural 
Am erica the natural candidate for fiber  based access to t he I nternet . Rural users 
m ake greater  use of t he I nternet  for  entertainm ent , which t he Pew rural Broadband 
study at t r ibutes to t he sm all num ber of other opt ions.   I t  is reasonable t o assum e 
this scarcit y  of opt ions w ill cont inue into t he future,  m aking rural ISP subscr ibers 
natural prospects for bandwidth int ensive serv ices like HDTV.  For exam ple, the 
Wyom ing Cost  Quest  study est im ated the m edian cost  to lay fiber  would be 
$8,553/ custom er.  So, if the annual average revenue per user  can be increased,  t o 
between $1,440 -  $2,76015, it  becom es econom ically at t ract ive to deploy high 
capacit y  f iber  facilit ies in t hat  m arket . 
 

What Approach Should a RISP Take? 
For a rural ISP to be successful,  it  m ust  be prepared to dram at ically  reduce the t otal 
private equity  em ployed to build out  t he network. This approach requires a very 
lim it ed use of pr ivate investm ent .  I nstead, the RISP m ust  subst it ut e pr ivate 
investm ent  w ith funds from  operat ions,  capital cost  avoidance,  capacit y  presales,  
and governm ent  prov ided loan and grant  program s.  I n addit ion, init ially it  m ust  offer 
a wide group of products ranging from  a dial-up replacem ent  to a corporate grade 
near T- 1.  I t s long t erm  success is dependant  on gaining acceptance in t he 
com m unity  it  serves by support ing the com m unityÕs desire to deploy e- learning;  e-
governm ent  and e- healt h applicat ions.  Addit ionally, it  m ust  be prepared to add the 
infrast ructure to support  the growing dem and for v ideo16, audio and online gam ing. 
This is im portant  both because it  dr ives user  adopt ion,  which increases ARPU that  
creates t he revenue base to fund t he m igrat ion t o a f iber  based voice,  v ideo and data 
network. 
 

The Role of Community Support 
Rural com m unit ies will need t o establish a public/ private par tnership t o help the I SP 
reduce t he cost  t o const ruct  and operate the Broadband network.  This partnership, 
could for  exam ple,  arrange to lease t he RISP space on exist ing tall st ructures at  a 
nom inal rent . Or,  incorporate the RISPs needs into civil infrast ructure developm ent ,  
e.g.  always lay ing f iber  alongside any new road const ruct ion.  Addit ionally , this 
part nership could expedite securing right s of way, to reduce t he t im e required to 
deploy.  And,  prov ide key custom er services like subscr ipt ion request  and paym ent  
acceptance.  
 
For  exam ple,  it  has been PLTÕs experience t hat  a cr it ical private partner  in the 
deploym ent  and operat ion of a RISP is the local elect ricit y com pany.  Power 
com panies oft en have fiber between their  substat ions,  and along the prim ary power 
lines that  deliver  elect ricity  int o the com m unit ies.  They have, in m any cases,  erected 
m icrowave t owers at  t heir substat ions for  int ernal com m unicat ion. Substat ions 
them selves are im portant  t o the RI SP because t hey are m ost ly installed close to 
custom ers.  I nfact ,  even in rural Am erica,  a custom er is rarely  m ore t han 12 linear  

                                            
15 Calculate d as follows :  
I nte rnet Access  $300 to  $420  
POTS   $300 to  $1,20 0 
Sate llite  TV  $600 to  $1,20 0 
Newspapers/ Magazines $240 to  $360  
16 PewÕs Home Broadband stu dy reporte d th at 42%  of home users have contr ibute d conte nt to  th e we b. 
And, lowe r income households are marginally  th e greate r contr ibuto rs. 
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m iles from  the substat ion providing them  power. 12 m iles is t he upper lim it  of fixed 
wirelessÕ range. Power com panies have line crews to m aintain t heir outside plant .  
These crews have the skills and equipm ent  to deploy t he infrast ructure to dist ribute 
the signal and can install t he units at  the custom erÕs prem ises t o receive t he signal 
too.  Addit ionally, they have large secure warehouse facilit ies that  t he RISP could use 
to stage its out side plant  equipm ent  prior  to installat ion. Finally , rural elect r ic 
com panies are already setup t o accept  paym ent  in all form s.  
 
More on other form s of public/ private partnership can be found at  the Analyzing 
Broadband Access for  Rural Developm ent  (A- BARD)  websit e17. 
 
Provid ing th is support  has num erous im m ediate and long- t erm  benefits.  Most  
im portant ly  it  m akes Broadband access universally available.  Helping the RI SP get  
start ed and avoid capital and operat ing expenses w ill reduce the average cost  of 
service.  Finally,  by shortening the t im e for  the RISP to becom e cashflow  posit ive, the 
com m unity  increases t he probability  of long t erm  availabilit y  of serv ice,  and w ill 
eventually  benefit  from  access t o voice,  data and v ideo serv ices v ia a state of the art  
fiber based infrast ructure,  leapfrogging urban/ suburban Am erica with its heavy 
legacy investm ent  in DSL and CATV. 
 

About PLT 
Based in Fair fax, Virg inia,  PLT is a system s integrator  t hat  plans,  builds and launches 
Rural I nternet  Serv ice Providers (RI SPs) .  Founded by veterans of the 
telecom m unicat ions and energy indust r ies,  PLTÕs staff and consultant s have specific 
experience launching t elephony and broadband services in not  only  t he U.S.,  but  also 
in Europe,  Asia and Lat in Am erica.   Com m it t ed t o Òm aking the world your neighbor,Ó 
PLT is current ly work ing in several States w it h econom ic developm ent  agencies and 
rural elect ric cooperat ives to prov ide affordable fast  I nt ernet  access t o businesses,  
hom es, schools,  churches, farm s,  and other  establishm ents.   For  m ore inform at ion, 
please visit  PLT on the web at  www.powerlinetelco.net . 
 

                                            
17 
http : / / www.a bard.org/ Reposit ory/ I ssue% 203% 20% 20% 20Business% 20M odels% 20 Discussion% 20 Dec05 .
pdf 


