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The current economic climate represents a unique opportunity for the US and Europe to rely on the ICT industry as a catalyst for economic recovery. Several empirical studies concur that there is an economic ‘multiplier effect’, whereby the ICT sector in general and broadband technology in particular make a significant contribution to GDP and total factor productivity growth and employment generation.  The rich body of research in this area has been augmented by the inclusion of broadband in the American Recovery and Reinvestment Act of 2009(ARRA).  Economists and academics such as Robert Atkinson
 and Raul Katz
 have demonstrated the opportunity presented by economic stimulus packages to leverage the profile of broadband as a general purpose technology to create jobs – a reality that holds true both for the US and the EU.  The Federal Communications Commission’s recent release of the National Broadband Plan, which was mandated by ARRA, also cites the positive impact of broadband and ICT on the economy.  That Plan, which was delivered in March 2010, outlines the many economic opportunities for individuals, small businesses and communities presented by broadband.  This follows the February launch of the European Commission’s 2020 Strategy for smart, sustainable and inclusive growth, which aims to deliver sustainable and social benefits from a Digital Single Market, with broadband access for all. The EABC is broadly supportive of both plans. However, the details are yet to become clear and the EABC will remain engaged throughout the process.
Fostering broadband penetration and usage: An opportunity for a coordinated Transatlantic Approach 
Given its positive effect on the overall economy, growth in broadband penetration and usage are two critical objectives that should be at the core of any economic recovery plan implemented by the US and EU Administrations.  Broadband investment can bring both short-term gains in job creation and long-term innovation and sustainable growth.  Business models that have innovation at their core will be favoured by higher rates of broadband penetration and usage that will facilitate a virtuous cycle of innovation. Investment in R&D will turn into practical market-focused technologies and services that deliver added value to consumers, thus generating returns on investments which compensate for the initial risk capital devoted to R&D and give sufficient incentives to be channelled back into research.
Broadband investments will not only help stabilize many sectors directly, but will also have positive long term indirect effects, enabling other industries to innovate and invest, and adopt more flexible and responsive practices. This will improve the competitiveness of our economies as a whole.

In particular with regards to measures foreseen in the EU’s Recovery Package, EABC welcomes plans to facilitate broadband connectivity to rural areas. Recognizing that ICT have a vital role in the economic recovery by boosting innovation, productivity and competitiveness, we strongly recommend that national authorities include broadband projects as the main priority for these funds

The US National Broadband Plan cites specific examples of the benefits that broadband can bring to small and medium sized enterprises, which become capable of marketing online to a larger audience.  With high speed broadband and ICT services, even companies in rural communities can sell their products and services to national and global markets.  This, in turn, allows them to grow their businesses and hire more workers, which in turn benefits the overall community.   In recognition of the benefits of broadband, the European Commission’s 2020 Strategy outlines its Digital Agenda, which will encourage Member States to drive high speed internet strategies, and target public funding on areas not fully served by private investments, as well as promote the delivery and use of modern accessible online services (e.g. e-government, e-Health, digital literacy). 

Efficient use of public money to increase broadband penetration and usage for the benefits of US and European citizens and companies should however rely on a set of important premises:

A) Increasing broadband penetration (supply side)

· While there is justifiably a role for public financing to stimulate broadband deployment by covering areas whose demand is insufficient to attract private investment, US and EU administrations should take existing and projected rollout plans by the private sector into account to ensure the rational use of public funds. To enable viable deployment in high-cost areas, governments must also look beyond funding for initial deployments and must put in place mechanisms to ensure the continued operations of networks in areas where the revenue generated is insufficient. 

· As US and EU Administrations work to increase the number of households and businesses that have both access to high-quality, affordable broadband and the ability to adopt it, they must couple this goal with appropriate policies that will both encourage competitive markets and continued investment in next-generation wireline and wireless networks and capabilities, as well as in intelligent and innovative applications and solutions.  Access to high quality, affordable broadband, innovative services and to the tools (PC equipment and digital literacy training) necessary to use them are essential to long-term economic and social development.   

· There are many political, economic and social arguments for the deployment of high-speed broadband. However, such considerations – whether in the EU or the US – should take into account that building Next Generation Access Networks and the applications and services that will operate over them involves high risk investment decisions, which need to be based on sound business cases. The US and EU Administrations need to ensure that regulatory frameworks encourage the private sector to make investments in new networks, technologies and innovative communications services.

· Governments can also spur broadband deployment and usage by making more spectrum available for wireless broadband use in a flexible and expeditious manner. Wireless broadband can cost-effectively expand penetration, enable new uses and foster increased competition.  The US National Broadband Plan recognizes the importance of spectrum and lists, freeing 500mhz of spectrum for wireless broadband by 2020 as one of its six goals.  In the EU, the Commission has also committed to developing an efficient spectrum strategy.

· When creating future regulation, policy makers need to:

· Promote the evolution of technology and services.
· Ensure that the necessary investment is encouraged for fixed and wireless broadband.

· Ensure flexible regulatory regimes to allow for returns on investments and competition and innovation across all levels of the value chain.

· Adopt a sound spectrum policy, which will be an enabler for innovation and investments for mobile broadband, to complement fixed networks.

· At the same time, focus may also be needed to ensure that regulatory regimes enable innovation and returns on investments for the smallest players in the market, including Small and Medium-sized Enterprises.

B)  Increasing broadband demand (usage side)

· In addition to broadband availability, economic stimulus packages should focus on the demand side.  Countries that experience the greatest productivity and economic gains from broadband are those that have successfully and deeply integrated broadband-connected technologies into daily life, learned how to use the full range of capabilities offered by connected digital technologies, and have included all segments of society in the use of these technologies.  Allocating funds only to broadband deployment will be insufficient to increase broadband adoption and penetration.  As shown by recent research, perceived relevance (cited by 51% of dial up and non internet US users), rather than price (cited by 18% of dial up and non internet US users) and usability (cited by 17% of dial up and non internet US users), is the primary reason for not having broadband at home. In the US half of dial-up and non-users cite reasons such as “not interested” or “nothing could get me to switch”
 for their lack of broadband adoption. An encouraging regulatory and competitive environment which stimulates investment in infrastructure and devices as well as in innovative services competing over the infrastructure will promote the perceived relevance of broadband. Initiatives such as the US Broadband Data Improvement Act are positive references providing improved metrics that enable the assessment of levels of residential computer use and dial-up versus broadband internet. Such initiatives also provide better information for consumers on the beneficial characteristics of the broadband services they are able to access 
· EU and US governments can have a significant impact on increasing reach of broadband in underserved areas – and in turn generating economic stimulus – by acting as a focal point for demand aggregation. This could be accomplished by government users – for example state/national and local users –acting in concert, which can in turn generate a positive stimulus effect for private investment. This may or may not require financial intervention by government to support improved/wider networks.   

· Economic stimulus packages may play a crucial role in stimulating demand for broadband by promoting eGovernment and eHealth.  They could also be relevant in terms of encouraging the development of skills, by fostering the diffusion of new technologies and training citizens in their use.

· The adoption of next generation capabilities will also help the promulgation and support of new and emerging industries within the health, energy, education and other sectors, which promise to rely on aggressive internet speeds and high capacity networks.

Converged information society technologies will strongly contribute to the development and welfare of our societies, provided the requirements set out above are met. The future lies in expanding fixed and mobile networks, in enabling widespread entrepreneurial innovation, and in establishing spectrum efficient policies. These can help develop new technologies and services, and also address demographic and environmental challenges, among others. This will enhance innovative applications and services: e-commerce, e-health, digital education, and e-government. 
The EABC therefore believes that there is a great deal of benefit in raising the profile of this topic in the transatlantic relationship, creating channels for the exchange of information on best practices for broadband penetration and usage.  A coordinated approach on this issue may lead to a balanced deployment of the digital economy across the Atlantic, further strengthening the Transatlantic Partnership.  
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