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Michigan leads broadband charge  

Net access stakes high  
 

ROMULUS -- Bob Nolan runs a modern recycling plant here near Detroit Metropolitan Airport, but his 
computer connections are hardly state of the art.  He and co-workers share a slow 56K dial-up modem 
when they need to log onto the Internet, wasting time and business opportunities. 
 
"It takes five minutes for the 'Y' in Yahoo to download," said Nolan, who owns Texas Encore Materials 
Inc. 
 
Even if he could afford the expensive high-speed Internet lines used by most large corporations, he is out 
of luck -- Ameritech and Comcast Cable Communications don't offer broadband or high-speed Internet 
connections to his location. 
 
"It's like we're in a vacuum -- the broadband black hole of Michigan," Nolan said. 
 
It's such examples that have Gov. John Engler pushing for money to pay for a statewide expansion of 
broadband by giving private companies a bigger incentive to offer high-speed Internet access -- either 
through cable or telephone lines -- to pump data nearly 2,000 times faster than dial-up modems. 
 
"Broadband is critical," Engler said. "We don't want the Information Superhighway built and our 
community bypassed." 
 
Michigan is in the vanguard of states pushing for broadband development. The issue also is a hot topic in 
Washington where both President Bush and U.S. Senate Majority Leader Tom Daschle have jumped on 
the broadband bandwagon and are pushing legislation to make it available to every home and business. 
 
The stakes are high. Proponents argue that broadband will boost the economy by creating jobs and 
dramatically increasing productivity. Brookings Institution economist Robert Crandall estimates that 
broadband use, if universal, could be worth as much as $300 billion a year to the U.S. economy. 
 
In Michigan's case, accelerating the deployment of the state's broadband network could boost the state's 
economy by $440 billion and create 497,000 jobs over the next 10 years, according to a state-
commissioned study by Stamford, Conn.-based technology consulting firm Gartner Consulting. 
 
"You've got a national debate over broadband and everyone is locked into a chicken vs. egg argument," 
Engler said. "Michigan can't afford to wait for Washington to decide when and how it gets wired." 
 
Engler's plan seeks to standardize right-of-way fees charged to companies that install wire for broadband. 
Currently, firms have to wade through a maze of various fees, which usually vary from city to city. The 
state would levy a 5-cent-per-linear-foot tax on existing broadband lines. 
 
This would make it easier for telecommunications companies to know how much such an investment will 
cost, broadband proponents say. As of now, right-of-way fees in Michigan can vary from zero to $1.25 
per foot and can also include lump sum franchise fees, according to the governor. 
 



 
The state would also create a statewide authority that will use that money to pay for the roll out of high-
speed Internet connections in underserved areas and manage right-of-way issues. The plan also calls for 
establishing tax credits for companies that invest in the state's broadband infrastructure. 
 
Pros vs. cons 
Whether, and how, the government should push broadband is being fiercely debated. 
Michigan's current broadband service providers both support the governor's plan, even though it may 
increase competition. 
 
"The theory is that a rising tide raises all ships," said Jon Kreucher, Comcast's vice-president for Midwest 
regulatory affairs. "If more people have access to broadband and more people use it, then more and more 
people will eventually want the service." 
 
While few argue with the idea of speeding up the state's Internet connections, making universal 
broadband service a reality is easier said than done. And the plan has attracted a number of opponents. 
 
Both the Mackinac Center for Public Policy and the Michigan Chamber of Commerce object to the 
governor's plan for a new state tax to pay for building high-speed Internet connections. They say the open 
market -- not government -- should determine the pace of the technology's development. 
 
Another challenge is convincing consumers that broadband is the next big thing they can't do without. 
 
In addition to high speeds, broadband has the advantage of being always on -- no waiting for a modem 
connection to quickly check e-mail or download a song. 
 
But over the last year, the broadband sector -- and the rest of the technology industry -- has taken a 
beating. Broadband Internet service companies such as Covad Communications, Excite@Home, 
NorthPoint Communications, PSINet, Rhythms NetConnections and most recently Global Crossings have 
either gone under or gone bankrupt. 
 
The reason is a sheer lack of demand from Americans. The general price tag for broadband, $40 to $50 a 
month, has kept away many consumers. Increasing numbers already have broadband at work and don't 
see the need for another connection. For others, broadband has yet to deliver anything exciting. 
 
Analysts predict the number of U.S. households with broadband service will skyrocket from 8 million 
today to 58 million by 2004, according to eMarketer, a New York-based technology market research firm. 
Today, less than 10 percent of the 80 million U.S. households which can get cable-modem Internet access 
actually do subscribe, according to the Federal Communications Commission. 
 
Critical issue 
Michigan mirrors a similar attitude. More than 40 percent of the state's residents don't know what 
broadband is, and 27 percent know little about the technology, according to a poll last month by Lansing-
based EPIC/MRA. The survey also found that more than 50 percent of the state's residents are against the 
governor's tax plan to pay for boosting the state's broadband network. 
 
Some like Rick Gamber, executive director for the Michigan Consumer Federation in Lansing, are 
concerned taxpayers will wind up footing the bill for a broadband build-out. 
 
"(The broadband tax) will end up being $30 million more for Ameritech to pay, and you know they'll find 
a way to pass it on to customers," he said. 
 



 
Others have reservations about whether broadband will even be around in the future. 
"We think broadband is cool now, but five years from now, we may think it's laughable," said Rich 
Wiggins, a senior information technologist at Michigan State University. 
 
But Engler is unmoved by such arguments, steadfastly clinging to his assertion that the technology is 
crucial for Michigan's future. 
 
"People who say the market should decide the issue are living in a Marie Antoinette society -- 'Let them 
eat cake,' " Engler said. "But if there's no cake, they'll move and that's a bad bet for the state. It 
impoverishes everyone." 
 
Supporters of broadband expansion say it will let consumers take advantage of new online services such 
as digital television, video teleconferencing and taking classes over the Internet. 
"That's the promise of the Internet and e-commerce," said Tom McGinnis, a partner at Deloitte &amp 
Touche and a part of the firm's high-tech consulting group. "We'll be able to do all of the things people 
dreamed of in the intoxicated state of the dot-com era." 
 
Supporters also warn that failing -- or waiting too long -- to broaden Michigan's Internet network will 
keep the state from leaping out of its Rust Belt stereotype, forcing businesses to move to other areas. 
 
"To become more competitive, more and more industries are requiring companies to be able to conduct e-
commerce, electronic procurement and online collaborative design -- and all require fast Internet 
connections," said Bob Filka, vice-president of strategic initiatives for the Michigan Economic 
Development Corp. "That's why it's a critical issue for the state." 
 
For now, Engler's plan is undergoing changes in the state Senate's technology committee, but it could take 
most of the year to get a plan acceptable to all parties involved. 
 
For people like Nolan, the debate can't be resolved soon enough. Everyday the debate continues, he feels 
like he's losing money. 
 
"I can't believe someone could be in Metro Detroit and not be able to get broadband service," he said. 
 
Engler's broadband plan 

* Create a statewide financing authority to help fund broadband's expansion in underserved areas of 
Michigan. 
* Establish tax credits for firms that invest in broadband. 
* Establish a statewide authority to manage right-of-way access for broadband companies to cut red tape 
and avoid installation delays. 

 


