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Michigan leaders brand Internet effort a flop  
 

LANSING -- A 3-year-old state agency created with the promise of opening Michigan to high-speed 
Internet and economic opportunity has been labeled a failure by business groups and Republican leaders, 
who say they will move soon to eliminate it.Moreover, the Broadband Development Authority is under 
fire for what critics say are exorbitant staff salaries and for what a state audit said was a lack of a plan to 
become self-sufficient. 
 
The authority -- a brainchild of former Gov. John Engler, who was convinced state government needed to 
play a role in the expansion of rapid Internet -- is being targeted by two heavy hitters: Senate Majority 
Leader Ken Sikkema, R-Wyoming, and House Speaker Craig DeRoche, R-Novi. 
 
Sikkema said the expansion of broadband should be driven by the market instead of government. 
"The broadband authority is one of the biggest flops in state government," said Sikkema. 
 
In 2002, Sikkema was instrumental in pushing the bill creating the agency through the Legislature with 
near-unanimous votes. 
 
DeRoche said as soon as lawmakers are finished with jobs investment fund and business tax reform 
packages, he'll set his sights on scrapping the broadband authority. 
 
"Out of the gate, this was a wrong-headed scheme," DeRoche said. "They took an awkward foundation 
and succeeded in not having any measurable impact on the stated mission of bringing broadband to 
Michigan." 
 
State Treasurer Jay Rising, who heads the broadband authority's board of directors, said "it doesn't make 
any sense" to eliminate the agency. But he said its role will fundamentally change over the next few years 
from an agency that grants loans to one that simply monitors existing loans. 
 
"It's better to have a broadband authority around to see that its loans are repaid," Rising said. 
Broadband Internet -- which comes in the form of DSL and T1 phone lines, cable modems and wireless 
and satellite technologies -- is seen as an engine for economic growth. The fast communication network 
allows people in business, government and education to work with greater efficiency. 
 
Engler initially estimated that by 2012, the technology would help create more than 500,000 jobs and 
expand economic activity in the state by $440 billion. There are no known measuring sticks that would 
indicate how much progress has been made toward those goals. 
 
Robert Filka, chief operating officer of the Broadband Development Authority, said the agency has 
succeeded in introducing high-speed Internet access to some areas of the state while creating competition 
and driving down costs for broadband in areas already served. 
 
"One of the charges to us was to encourage and promote competition and affordability," Filka said. "We 
have had an impact in those areas where we have made loans." 
 
He said the agency has failed to communicate to lawmakers the impact it has had on the state. 



 
He said some business groups favor scuttling the authority because it has forced some existing Internet 
providers to compete, extend services and lower prices. 
 
The authority has paid about $20 million in loans to a dozen mostly small start-up companies. The money 
comes from the Michigan State Housing Development Authority, which has extended the broadband 
agency a $50 million line of credit, repayable in 20 years. 
 
"The projects have benefited more than 300 cities, villages and townships across Michigan, or about 2.4 
million people and over 900,000 households," Filka said. He added that some of the loans were approved 
for companies in areas where customers already had broadband access, but the assistance opened options 
for residential and business customers and helped to reduce monthly bills. 
 
Telecommunications and cable company officials counter that the authority has done nothing but invite 
government interference into an industry that is expanding to most markets anyway. 
 
"There really wasn't a need for state money to develop networks, because the private sector was already 
doing that," said Colleen McNamara, who heads the Michigan Cable Telecommunications Association. 
"Why would the state want to fund competitors to us?" 
 
Scott Stevenson, executive director of the Telecommunications Association of Michigan, noted that a 
recent Federal Communications Commission report said this state has broadband access in all but 1 
percent of ZIP codes. Other estimates have put the figure at better than 80 percent of households and 
businesses. 
 
"There are so many technologies out there, the private sector is finding more solutions every year. They 
are not going to be found by a group of state employees with no business plan and loose controls over 
spending that is overseeing a handful of loans," Stevenson said. 
 
Added Rich Studley, second in command at the Michigan Chamber of Commerce: "Initially, the authority 
was supposed to deploy broadband to underserved areas, and it ended up in Oakland County and Lansing 
and other areas already served by telecommunications providers. 
 
"From Day One, this was an organization with an unclear mission, a weak mandate and far too much free 
money. It turned out to be a classic example of a wasteful, counterproductive government boondoggle. It's 
time to pull the plug." 
 
Filka said it's not just a question of whether high-speed Internet is available in a particular area, but at 
what cost and quality. He added there are still pockets even in Metro Detroit where there is no access. 
He said the mission of the agency changed last month and now will focus on providing broadband 
connections in truly underserved rural areas, mostly in northern Michigan and the Upper Peninsula. The 
agency's loan rate will be slashed from 8 percent to 4 percent, staff will be cut in half, and the annual 
budget will be reduced to $900,000 from a high of $4 million. 
 
"It was a natural evolution for us. We shifted gears to focus on small entrepreneurs who are taking on new 
debt," Filka said. Larger telecommunications companies either don't need the loans, are operating in areas 
that have access or can borrow at lower rates, he said. 
 
Treasurer Rising said in its early years, the agency was "looking for big deals to perpetuate" its own 
existence. "But the strategy has changed." 
 
The authority also has taken a hit for what critics call exorbitant staff salaries. A state spending bill shows 



 
that salaries going to 13 employees total $1.3 million, and the top three salaries range from $142,300 to 
$149,400. Lawmakers have said it is "just plain stupid" to pay that kind of money to an agency with such 
a small loan portfolio. 
 
Filka said the payroll will be cut to four to six employees because the authority's new mission can be 
handled by a smaller staff. And of criticism that the agency hasn't made enough loans, he said it is only 
exercising fiscal responsibility. 
 
"We were careful not to send money out the door without a strong business plan," Filka said, adding that 
some of the $100 million in loan applications received were "pie-in-the-sky dreams." He said the agency 
has not had a single default on a loan. 
 
A state audit released in June said the agency itself did not have a business plan to achieve its goal of 
becoming self-sufficient. The authority's revenue will not exceed expenses until 2008, and it will still 
have a $16 million deficit by then, according to the auditors. 
 
Rep. Leon Drolet, R-Clinton Township, is the co-author of a current measure to eliminate the broadband 
authority. He said he's particularly rankled that the agency is living off money borrowed from the housing 
authority. 
 
"That money was set aside to help low-income people get housing but is being sucked up by highly paid 
bureaucrats to develop broadband in areas that already have broadband," said Drolet, a member of the 
House Energy & Technology Committee. 
 
Filka said the housing development authority loan comes out of reserves that can be used only for long-
term investments. 
 
"This has no impact on their ability to make loans for housing," he said. 
 
Gov. Jennifer Granholm called in her State of the State message this year for broadband access statewide 
by 2007. Filka said the agency is on target to reach that goal. After that, the authority's goal will change.. 
"We might be more of an informational advocacy group over time," he said. 
 
The law says the broadband authority will lose the ability to make new loans after 2008. But DeRoche 
said he wants to put the agency out of business now. 
 
"I'm pursuing legislation to eliminate the authority. Its purpose was misdirected and mismanaged, and I 
don't wait to wait," the speaker said. 
 

 


