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Introduction

On Monday, May 2, 2005 at 10 AM, 14th Floor Hearing Room, 250 Broadway, the Committee on Technology in Government will hold a hearing entitled "Review of the Administration’s Telecommunications Infrastructure and Economic Development Study."  The goal of the hearing is to get commentary on whether the findings of the study are accurate and, more importantly, comprehensive.  The Committee would also like to discuss whether the recommendations contained in the study will lead to a telecommunications infrastructure that will make affordable broadband available to all New York City residents, nonprofit organizations and businesses in the near future.  Representatives of the New York City Economic Development Corporation (EDC), the New York City Department of Small Business Services (SBS) and the New York City Department of Information Technology and Telecommunications (DoITT) have been invited to testify, along with leaders of nonprofit organizations interested in promoting digital equality, economic development / public policy experts, telecommunications / technology policy experts and executives of wireless technology companies.

Summary of Administration’s Telecommunications Plan

Genesis of Report

This plan is the product of a six-month process of research, analysis and planning conducted jointly by NYCEDC, DoITT and SBS. The work of the three agencies benefited greatly from the advice and assistance of the Telecommunications Policy Advisory Group
 – a panel that includes representatives of the telecommunications industry, business groups, academic experts, industry analysts and others. Appleseed, a New York City-based economic development consulting firm, assisted EDC, DoITT and SBS with background research and preparation of the plan.

Background and Context

The telecommunications infrastructure of New York City differs from other types of infrastructure in the following ways:

· The City’s telecommunications infrastructure has been developed and is operated almost entirely by private companies – participants in a telecommunications marketplace that in the past twenty years has become fiercely competitive. 

· Telecommunications technologies are evolving much more rapidly than the technologies of highway transport, mass transit or water supply. Technological change provides new choices for the City’s businesses and residents. It creates new challenges for established providers and new opportunities for entrepreneurs. But it also makes major investments in telecom inherently riskier than investment in most forms of public infrastructure. 

· Most of the public policy and regulatory decisions that affect investment in and use of telecommunications systems are made at the federal and state levels – not in City Hall.

Taken together, these three factors mean that the City’s ability to affect the ongoing development and deployment of its telecommunications infrastructure, and the quality of services delivered over that infrastructure, is limited. Nevertheless, the City is not entirely devoid of means by which it can affect the quality and reliability of its telecommunications networks, or the speed at which the companies that build and manage those networks respond to technological change. Given the importance of those networks to New York’s economic future, it is essential for the City to use the tools it has at its disposal as effectively as possible. Toward that end, EDC, DoITT and SBS have formulated a comprehensive strategy for using New York City’s telecommunications assets more effectively to strengthen its economy.

Telecommunications in the New York City Economy

The economic significance of New York’s telecommunications infrastructure can be viewed from several different perspectives.

· It is vital to the day-to-day operations of several of New York’s largest and most important industries. 

· Telecommunications is an important industry in itself. And as telecommunications technology continues to evolve, it presents opportunities for the creation of new businesses and new jobs in New York. 

· The quality of the City’s telecommunications services can affect New York’s attractiveness as a place for talented people to live, work and do business.

Focus of Telecommunications Action Plan

The focus of the City’s telecommunications action plan is threefold: (1) enhancing network reliability (2) improving access to broadband and (3) encouraging innovation.

Enhancing Network Reliability

Context

In the Midtown and Lower Manhattan central business districts, businesses have access to telecommunications networks and services that are among the most sophisticated and most reliable in the world. Multiple carriers provide multiple connections to many buildings, and vendors offer companies a variety of wireless and other back-up systems. 

Nevertheless, in some parts of the City, local telecommunications infrastructure is still characterized by numerous “single points of failure,” bottlenecks at which a major disruption could disrupt service to hundreds, thousands or even tens of thousands of users.

Planned Actions

1) Work with the telecommunications and real estate industries and representatives of major user groups to establish standards for network reliability at the building level, and explore creation of a voluntary certification program for commercial and industrial buildings that meet these standards. 

2) Consider the creation of new real property tax incentives for enhancing reliability at the building level. 

3) Work in partnership with carriers and real estate developers to explore the feasibility of developing additional, geographically diversified colocation facilities within the City. 

4) Use the federal Utility Restoration and Infrastructure Rebuilding program to finance the installation of carrier neutral lateral conduit in Lower Manhattan, as funds are available. 

5) Use the federal Utility Restoration and Infrastructure Rebuilding program to finance the installation of redundant fiber connections to critically important public and private facilities in Lower Manhattan, as funds are available. 

6) Collaborate with the Alliance for Downtown New York and the Lower Manhattan Development Corporation on the creation of a wireless back-up network for Lower Manhattan office buildings. 

7) Use the City’s participation in the New York State Public Service Commission’s telecommunications reliability efforts and the federal Network Reliability and Interoperability Council to advocate state, federal and industry actions to improve reliability.

Improving Access to Broadband

Context

During the next five to ten years, new uses of broadband telecommunications services are likely to help fuel the growth of a wide range of industries, including some that are central to New York City’s economy. By some measures of access to broadband telecommunications – such as the number of fiber-lit buildings in the city – New York City compares favorably with other major U.S. cities. However, New York lags behind several other world cities in deployment of broadband services. Moreover, deployment of fiber optic infrastructure and availability of broadband vary considerably in communities outside Midtown and Lower Manhattan. The City has a vital interest in ensuring that high-quality broadband services are widely available to businesses that can profit from them. During the next five years, wireless systems will play an increasingly important role in providing access to broadband services. City government can help facilitate deployment of wireless broadband by continuing to ensure that zoning and building regulations do not unduly restrict placement of antennas and by making City and other public property available for deployment of antennas and other equipment.

Planned Actions

1) Utilize redevelopment projects as platforms for expansion and experimentation with broadband infrastructure. 

2) Work with current providers of broadband infrastructure and services to identify opportunities for extending their services into commercial and industrial areas that do not now have access – or only have very limited access – to broadband. 

3) Explore the feasibility of expanding portions of the NYSERNET New York City Dark Fiber Network to service key properties with not-for-profit tenants in high-priority development areas. 

4) Provide guidance and information to business improvement districts and other neighborhood organizations interested in establishing local wireless broadband networks, especially in areas currently under-served by DSL or cable modem service. 

5) Educate small businesses in the potential uses of broadband. 

6) Continue to explore ways to expand the use of City property for the deployment of wireless network infrastructure. 

7) Enlist the cooperation of other major public-sector property owners in the City, such as the MTA, the Port Authority and the New York State Department of Transportation, in developing a common strategy for using public property to expedite the introduction of new wireless technologies. 

8) Continue to work with providers to install lateral conduit for fiber as opportunities arise.

9) Develop and maintain a database on deployment of fiber and other broadband infrastructure, and on utilization of and demand for broadband among businesses in New York City.

Encouraging Innovation

Context

At a time when both technology and industry structure are rapidly evolving, New York City has the potential to emerge as a leading center of innovation and entrepreneurial growth in telecommunications. The continuing development of wireless broadband technologies could be an especially important source of new opportunities for growth in the: 

· development of the infrastructure required to support these new technologies; 

· delivery of telecommunications services over that infrastructure; and 

· production of information services and products – “content” – for wireless broadband users.

City government cannot by itself create the combination of creativity, imagination and business talent that are so essential to innovation and entrepreneurial development. But it can help create the conditions that allow innovators and entrepreneurs to flourish.

Planned Actions

1) Support and encourage university-based initiatives that target new opportunities in telecommunications.

2) Work with the private sector and other public agencies to develop and implement projects that would test innovative approaches to delivery of broadband services, including commercial use of WiMax and broadband-over-powerline technology. 

3) Continue to ensure that franchising, leasing and procurement policies and procedures are flexible enough to include small and mid-sized entrepreneurial companies along with larger, more established firms. 

4) Work with providers of broadband services to ensure that their offerings to residential customers are flexible enough to meet the needs of home-based businesses. 

5) Promote New York’s identity as a center of innovation through participation in industry events and through a targeted media campaign.

Policy Discussion of Findings & Recommendations

No Commitment to Broadband Access or Adoption Goals

Report: Goals Are Not Necessary

The Administration’s report does not commit to specific broadband access or, more importantly, broadband adoption goals.  In fact, the report clearly states that the City of New York’s vision for telecommunications should not have broadband access or adoption goals.

· “The City should therefore define its vision of the future in terms of an ongoing process of innovation and adaptation, rather than an end state to be achieved.”

Broadband Access & Adoption is a Priority Nationally and Internationally 

The United States

This statement is remarkably different than President George W. Bush’s call for “universal, affordable access for broadband technology by the year 2007.”
  Even though President Bush’s call for affordable broadband has not yet lead to an official national broadband strategy, the federal government has recognized the importance of universal access to affordable broadband.  Indeed, the Institute of Electrical and Electronic Engineers (IEEE),
 the leading standards-making body in the information technology world, recently wrote “a new generation of broadband … can mean significant benefits to the United States, but our nation must act promptly to ensure that such an infrastructure is ubiquitous and available to all.”

The European Union

The European Union has committed to the goal of half of all Internet connections to be broadband by the end of 2005.
  Additionally, each country in the European Union currently has a national broadband strategy in place.
  

Asia

The countries in Asian have committed to the goal of “enabl[ing] all people in Asia to gain access to broadband platforms including access from various public facilities, and to use applications utilizing broadband advantages to the fullest.”
  This commitment by Asian countries to broadband bears out in the International Telecommunications Union’s broadband adoption rankings.
  Currently, South Korea, Hong Kong, Taiwan and Japan rank 1st, 2nd, 7th and 13th in the world, while the United States just fell to 16th, down from 4th in the world in 2002.
  Additionally, broadband in Asian countries is about half of the price of broadband in America
 while, at the same time, being 10-20 times faster, sometimes more.  For example, in Japan, citizens can get a 26 Mbps connection for $22 U.S. dollars a month, half the price of and about 13 times faster than the typical cable modem connection in the United States.
  Recently, Hong Kong announced that some households now have access to 1 Gbps connections, about 50 times faster than the average cable modem connection in the United States.

Justification for Lack of Commitment to Broadband Goals

As noted in the first section of this briefing paper, the justification the report gives for not committing to broadband access and adoption goals is threefold: (1) the telecommunications market is “fiercely competitive” (2) major investments in telecom is “inherently riskier” than investment in most forms of public infrastructure and (3) most public policy and regulatory decisions are made at the state and federal levels of government – “not in City Hall.”
  The conclusion of the Administration’s telecommunications report is that the City of New York has a “limited” ability to affect the telecommunications infrastructure.  However, it is unclear where their threefold justification is accurate.  It might be argued that the City does have role in ensuring a robust telecommunications market because there is a lack of competition in the NYC telecommunications market.  Additionally, the City has two things that can significantly affect the development of the telecommunications infrastructure in New York City: (1) control of public rights of way and (2) resources to be an “anchor tenant” for any citywide broadband network, whether built by the public sector or, more likely, by the private sector.

Lack of Competition in NYC Telecommunications Market  

While the report writes that there is “fierce competition” in the telecommunications market, it does acknowledge that there are only two choices in the residential broadband.
  Today, broadband in New York City is primarily provided by three companies: Verizon, Time Warner Cable and Cablevision.  Verizon’s DSL is available in most parts of the City – 85-90 percent of the City.
  The primary competition to Verizon in providing broadband service is Time Warner Cable in most parts of the city (Manhattan, Queens, Staten and the western half of Brooklyn) and Cablevision in the parts of the city Time Warner Cable does not serve (the Bronx and the eastern half of Brooklyn).  Because Verizon and the cable companies own extensive communications networks, competitors who would like to provide broadband service are put at an immediate disadvantage.  This leaves most residents and businesses with a limited choice in broadband providers – two at most, usually one.  Wireless Internet Service Providers (WISPs) are an emerging alternative in other cities, but very few WISPs have entered the New York City market and, as of yet, none of them are providing broadband service to residents in competition with the aforementioned wireline broadband providers.  Some argue it is precisely the lack of competition in the U.S telecommunications market that broadband prices are so high and broadband speeds are relatively low.

City Government Can Affect the Development of Telecomm Infrastructure

While it may be true that investments in telecom is riskier than other forms of public investment, that has not stopped over two hundred cities in the U.S. and around the world from considering or making major investments in broadband networks, both wireless and fiber optic.
  Additionally, even though many public policy and regulatory decision relating to telecommunications are made at the state and federal levels of government, municipal government still has two very powerful tools that can promote – or hinder – the development of a robust telecommunications infrastructure in New York City.  They are (1) control over public rights of ways (i.e., pole tops, rooftops, streets, underground conduit such water mains and sewers) and (2) the resources to be an “anchor tenant” to make it economic feasible for the private sector to build citywide broadband networks, either wireline or wireless.  In fact, the City is currently in the process of building one of the largest wireless broadband network in the world – a citywide wireless network for public safety agencies (police, fire, etc.).
 

Few Measurable Objectives or Timelines to Achieve Goals

The report recommend many specific policies and programs that the City is going to undertake in the few years, but there is little mention of concrete time tables on the implementation of these policies and programs.  More importantly, the report has few measurable goals for these policies and program to which the City and the general public can measure the success of City’s telecommunications “action plan.”  Without firm measurable goals that the City can be held accountable for, it is likely that many people will continue to be left without a broadband connection and unable to take advantage of the “information technology revolution” – thus, missing out on many social and economic opportunities. Considering the fact that information technology was the main driver of economic productivity during the economic boom in the late 90’s,
 City may want to consider aggressive concrete goals and detailed timelines for achieving them if New York City wants to stay competitive in the global economy.

Lack of Focus on the Telecomm Needs of all New Yorkers

Focus on Bringing Broadband to Buildings, Not People

In the Administration’s report, out of the sixteen action items in the “enhancing network reliability” and “improving access to broadband” focus areas, thirteen of the action items (over 75%) focused on the wiring (or “unwiring) of commercial buildings.  There was little mention of the connecting of people in their homes to broadband.  The justification for this focus is “just as buildings are the basic building blocks of redevelopment, they are the basic unit by which network infrastructure is extended to firms across the city”
 and “they also offer City government a rare point of leverage in the telecommunications marketplace.”
  The counterpoint to this argument is that buildings are not users of networks; people – New York City residents – are the users of broadband.  People use computer networks to access the Internet to communicate with friends, family and co-workers and take advantage of the vast information resources of the Internet.  Additionally, most residents take advantage of the Internet in the privacy of their own home.  Rightly so, it is generally recognized that one should not conduct private business (e.g., banking, investing, etc.) over public Internet terminals.  Thus, surprisingly, of the twenty-one action items, none of the recommendations specifically mention the wiring of residential buildings.

Lack of Discussion of Needs of Other Boroughs

In terms of network reliability, much of the report focuses on the needs of the Lower Manhattan.  Four of the seven action items in the “enhancing network reliability” focus area relate specifically to Lower Manhattan.
  Network reliability is important for the Fortune 500 corporations located in the central business districts (CBDs) of Manhattan, including Midtown Manhattan.  However, the reliability of telecommunications is also important for the neighborhoods outside of the CBDs of Manhattan as well.  When telecommunications go down, every business, regardless of size, is crippled. Additionally, most of New York City’s residential population resides in the “other boroughs” – about 6.5 million people.
  Also, 48% (102,000) of the city’s 213,000 businesses are located outside of Manhattan.

Almost No Mention of Connecting Low-Income Communities

The report does not discuss bringing broadband to those communities to who could benefit from technology the most – low-income communities.  Low-income children and families are mentioned once in the entire report.
  Instead the focus of the report is on attracting and retaining “talented people”
 and “creative professionals”
 as opposed to growing the talent who live and work in New York City already.  The report also remarks that 38 percent of all New York City households have adopted broadband.
  That means 62 percent of all New York City households have not adopted broadband, and it is likely that most of these households are low-income households.  According to recent data (2004) from Nielsen/Netratings
 and the Pew Internet and American Life Project,
 “the penetration of high-speed Internet in [among households with incomes below $30,000] is around 10 percent.”

Limited Mention of Wiring of Nonprofits and Small Businesses

Nonprofit Organizations

In New York City, there are over 27,000 registered nonprofit organizations, including over 9,000 public charities.
  These over 9000 public charities
 account directly for $43 billion in annual expenditures, more than 528,000 jobs, or 14% of New York City's employees, and an annual payroll of more than $22.7 billion
.  In addition, they had assets of $65 billion and revenues of more than $48 billion in the year 2000, which is larger than New York City's manufacturing sector.
 An estimated 200,000 additional jobs result indirectly from purchases by nonprofits of goods and services from private firms.
  Despite the apparent importance of the nonprofit sector is to the New York City’s economy, there is only one action item of the Administration’s telecommunications plan relating to the wiring of nonprofit organizations.  Even then, that action item relates to a nonprofit organization, New York State Education and Research Network (or NYSERNet
), not the City, working to help nonprofit organizations get access to a broadband connection.  Also, while there is a plan for small businesses to be educated on the benefits of broadband, nonprofit organizations have been excluded from this initiative.

Small Businesses

The report focuses on the telecommunications needs of several of the large industries in New York City, most notably financial services, media, health care as well as telecommunications itself.  Most of these industries are composed of the largest corporations in the City and are located in the central business districts in Manhattan.  These industries are undoubtedly important to the health of New York City’s economy.  However, there is little mention of the many businesses that support these industries as well as the businesses that serve the workers of these industries who often reside outside of Manhattan.  Even though the report concludes that small business have few broadband options
 and that “small businesses often must wait longer [for a broadband connection] and do not receive the highest level of service,”
 the report does not mention any concrete program to wiring small businesses outside of Manhattan besides the program to educate small businesses on the benefits of broadband.   The report does state that the City will help Business Improvement Districts (BIDs) and Local Development Corporations (LDCs) deploy wireless networks for the small businesses they serve.  However, “the City’s role in this initiative would be limited to helping local organizations explore the potential of wireless technologies for improving the availability of broadband in their neighborhoods, assisting them in developing project plans, and identifying potential service providers.”

Possible Next Steps

Implementation of the Reso. No. 669

 On February 2, 2005, the New York City Council passed Reso. No. 669, which calls “upon all relevant City agencies to use their funding and regulatory power to support and encourage the provision of affordable high-speed Internet service and computer purchases for the benefit of residents of affordable housing.”
   Specifically, the resolution calls for “all future publicly financed or subsidized housing properties for residents earning less than 80% of the median area income should provide a high-speed Internet connection in the living area of every unit to residents for free or at a cost of less than $10 per month.”
  To promote the building of data networks into all new affordable housing, many states
 are encouraging or requiring developers to build broadband connectivity into developments that take advantage of low-income housing tax credits
 (LIHTC).   So far, 30 states have changed their LIHTC rules to encourage broadband connectivity.
  Most of these states, including California, encourage developers by awarding them extra points in their application to develop new affordable housing using LIHTC.  Other states, most notably Kentucky, have made broadband connectivity a requirement for all new affordable housing.  Specifically, the state of Kentucky requires “high-speed Internet access in the living areas of every single-family or multifamily unit is [and is] now a Universal Design Standard for bond-financed and tax-credit-financed housing developed in the state.”
  One possible way for the City of New York to implement the provision of Reso. No. 669 is by requiring the New York City Department of Housing Preservation and Development to award developers points, as laid out in their Qualified Allocation Plan
, for making high-speed Internet access and/or computers available in every unit.
  

Passage of Int. No. 625:  Creation of Broadband Task Force

Despite the fact the report concludes that the City “is keeping pace with other cities in addressing telecommunications issues,”
 it is difficult to understand how the Administration’s report came to this conclusion.  Currently, almost every major U.S. city – most notably Philadelphia
 but also Atlanta,
 Seattle,
 Los Angeles,
 San Francisco,
 Boston,
 Minneapolis,
 and Chicago
 – is aggressively undertaking citywide broadband initiatives or actively studying how to make affordable broadband universally available in their cities.  Currently, New York City is not.   The report being reviewed today explicitly rejects any aggressive municipal broadband effort:

· “The City should avoid making commitments regarding telecommunications infrastructure that are not feasible. Many of the cities
 surveyed have failed to implement telecommunications infrastructure projects effectively that, in retrospect, were overly ambitious.”

It is unclear how the Administration’s report comes to this conclusion considering that many of the U.S. cities that they surveyed are now studying what kind of municipal projects make sense for their city.  Also, one of the cities that the Administration surveyed, Seoul, South Korea, is considered one of the most “wired” cities in the world.  In 2002, Wired magazine named Seoul “the Bandwidth Capital of the World.”
   Additionally, recently, a study on public investment in telecommunications in Florida concluded that “public investment in communications network increase competitive communications firm entry by a sizeable amount,”
 thus, potentially lowering telecommunications prices for all customers.  For these reason, it might make sense for the Administration and the New York City Council to work together to pass, Int. No. 625,
 which is legislation that calls for the creation of a temporary task force “to study how affordable broadband access can be made available to all New York City residents, nonprofit organizations and businesses.”
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� Briefing paper from the hearing on the Reso. No. 669 by the Committee on Technology in Government of the New York City Council on November 22, 2004, page 9-10.


� � HYPERLINK "http://www.nycedc.com/about_us/TelecomPlanMarch2005.pdf" ��http://www.nycedc.com/about_us/TelecomPlanMarch2005.pdf�, page 21.


� � HYPERLINK "http://www.ci.nyc.ny.us/html/dcp/html/census/pop2000.html" ��http://www.ci.nyc.ny.us/html/dcp/html/census/pop2000.html�. 


� � HYPERLINK "http://www.biltmorecomm.com/modules.php?name=aboutus&func=pr_view&prid=3" ��http://www.biltmorecomm.com/modules.php?name=aboutus&func=pr_view&prid=3�. 


� � HYPERLINK "http://www.seattle.gov/btt/" ��http://www.seattle.gov/btt/�. 


� � HYPERLINK "http://www.etopiamedia.net/ula/pages/ula0-5551212.html" ��http://www.etopiamedia.net/ula/pages/ula0-5551212.html�. 


� � HYPERLINK "http://www.muniwireless.com/archives/000480.html" ��http://www.muniwireless.com/archives/000480.html�. 


� � HYPERLINK "http://www.votejohntobin.com/blog/_archives/2005/4/8/565607.html" ��http://www.votejohntobin.com/blog/_archives/2005/4/8/565607.html�. 


� � HYPERLINK "http://www.startribune.com/stories/789/5342733.html" ��http://www.startribune.com/stories/789/5342733.html�. 


� � HYPERLINK "http://www.muniwireless.com/archives/000610.html" ��http://www.muniwireless.com/archives/000610.html�. 


� “The cities surveyed were Atlanta, Austin, Boston, Chicago, Los Angeles, San Diego, San Francisco, and 


Seattle in the United States, and London, Seoul and Singapore internationally.” (� HYPERLINK "http://www.nycedc.com/about_us/TelecomPlanMarch2005.pdf" ��http://www.nycedc.com/about_us/TelecomPlanMarch2005.pdf�, page 21).


� � HYPERLINK "http://www.wired.com/wired/archive/10.08/korea.html" ��http://www.wired.com/wired/archive/10.08/korea.html�. 


� � HYPERLINK "http://www.telecomweb.com/readingroom/Crowd_Out_vs_Stimulate.pdf" ��http://www.telecomweb.com/readingroom/Crowd_Out_vs_Stimulate.pdf�, page 1.


� � HYPERLINK "http://nyccouncil.info/issues/intros_act.cfm?intro=Int%200625%2D2005" ��http://nyccouncil.info/issues/intros_act.cfm?intro=Int%200625%2D2005�


� Ibid.
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