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So it is a welcome development to see the Michigan legislature considering HB
5096, HB 5097 and HB 5098 to remove unnecessary impediments to broadband
deployment. An important reason why broadband deployment has been delayed is
because local governments have been slow to issue permits and licenses, made it difficult
for private providers to obtain rights-of-way, and charged fees that far exceed the costs to
the local govemnment.? Often the municipal govemnments that complain about the lack of
broadband access for their residents are the same local governments that make it
unnecessarily difficult for private providers to come into their jurisdictions.

II. Municipal Broadband is Rarely the Answer

Some local governments have considered starting their own government-owned
broadband utilities. This approach often has led to serious financial problems for the
municipality that owns the broadband utility, and may leave local broadband customers
with fewer choices than they would have had if the municipality had not pursued the
government-run broadband project.

States have to good reason to be concerned about municipal broadband projects.*
A recent study by Professor Christopher Yoo of the University of Pennsylvania, a
member of FSF’s Board of Academic Advisers, and Timothy Pfenninger of the
University of Pennsylvania, showed that the financial performance of government-run
broadband utilities is very poor, with only two of 20 municipal broadband projects for

which transparent financial information was available expected to recover their costs
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the incentive and the ability to favor the government-run service over private
competitors. Any private firms considering investing in a market with a municipal
broadband utility must be concerned that a future local government may try to help a
failing broadband utility by favoring it over private providers.'!

Alternative forms of broadband delivery, particularly wireless'? and satellite’
broadband services, are becoming practical alternatives to wireline Internet. This is great
news for giving broadband customers more choices, but also a threat to the financial
viability of government-run Internet utilities. Even if only some potential municipal
broadband subscribers switch to satellite or wireless broadband because those services
meet their needs and are cost effective, that could threaten the already questionably

financial viability of municipal utilities.
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