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EXECUTIVE SUMMARY 
 
For the last six years, the National Telecommunications Cooperative Association 
(NTCA) has conducted its annual Broadband/Internet Availability Survey to gauge the 
deployment rates of advanced services by its member companies.1  In the spring of 2004, 
NTCA sent an electronic survey form to each of the companies in NTCA’s membership 
database; 179 members (32%) responded. 
 
Ninety-two percent of the 2004 survey respondents offer broadband to some part of their 
customer base, a dramatic increase from the 58% of the 2000 survey respondents who 
offered broadband.  Respondents indicated that they use a variety of technologies to 
provide broadband to their customers: 92% utilize digital subscriber line (DSL); 22% 
unlicensed wireless; 7% fiber to the home (FTTH) or fiber to the curb (FTTC); 6% cable 
modem; and 5% licensed wireless.  Only 29% of respondents to the 1999 survey offered 
DSL service, and none offered wireless broadband. 
 
Fifty-six kilobits per second (kbps) service is available to more than 97% of respondents’ 
customers.  Seventy-four percent can receive 500 kbps service; 57% 1 megabit per 
second (Mbps); and 30% 3 Mbps.  On average, 21% of respondents’ customers subscribe 
to 56 kbps service; 8% subscribe to 200 kbps to 500 kbps service; and 2% each to 1 Mbps 
and 3 Mbps offerings.  This continues a steady trend of growing take rates, and starkly 
contrasts with the 1999 average take rate of less than 1% for all levels of broadband 
service. 
 
Seventy-six percent of survey respondents indicated they face competition in the 
provision of advanced services from at least one other service provider.  This continues a 
long-term trend of increasing competition, as only 66% of respondents to the 2003 survey 
indicated they faced competition, and only 43% in the 1999 survey.  Current competitors 
include national ISPs, satellite broadband providers, cable companies and electric 
utilities.  Respondents are taking numerous marketing steps to increase broadband take 
rates, including price promotions, free customer premises equipment installation, 
bundling of services, free hardware and free software.    More than one-fourth of 
respondents find it difficult to compete with price promotions offered by competitors. 
 
Just over half of all respondents plan to offer fiber to the node to more than 80% of their 
customers by year-end 2004, but only 4% plan to offer fiber to the curb or fiber to the 
home to that many.  Cost is the most significant barrier to wide deployment of fiber, 
                                                 
1 Following the completion of the 2001 survey in December 2001, it was decided that subsequent 
Broadband/Internet Availability Surveys would be conducted in the first half of the year in order to capture 
year-end data.  Consequently, no survey was conducted and no survey report published in calendar year 
2002.  
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followed by regulatory uncertainty, long loops, low customer demand, and obtaining 
cost-effective equipment.  Throughout the history of the survey, low demand has been a 
declining concern, while deployment cost and regulatory uncertainty have steadily 
grown. 
 
Less than 1% of respondents currently offer voice over Internet protocol (VoIP) service, 
but 42% face competitors who do so.  Four percent have providers offering, or planning 
to offer broadband over power lines (BPL) within their service area.  Forty-four percent 
of respondents offer video service to their customers.  Forty-two percent are utilizing 
hybrid fiber coax (HFC) to provide video, 25% DSL, and 4% wireless. 
 
Sixty-eight percent of survey respondents classified the process of obtaining financing for 
broadband projects as fairly to moderately easy.
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INTRODUCTION 
 
In the spring of 2004, the National Telecommunications Cooperative Association 
(NTCA) surveyed its members on their activities in the areas of providing broadband 
services and Internet availability to their members/customers.  NTCA is a national 
association of approximately 560 local exchange carriers in 44 states that provide service 
primarily in rural areas.  All NTCA members are small carriers that are “rural telephone 
companies” as defined in the Telecommunications Act of 1996 (“Act”).  While some 
offer local exchange service to as few as 44 lines and a small handful to 90,000 or more, 
nearly 50% of NTCA members serve between 1,000 and 5,000 lines.  Population density 
in most member service areas is in the 1 to 5 customers per square mile range.  
Approximately half of NTCA’s members are organized as cooperatives and the other half 
are commercial companies. 
 
This latest broadband survey is a follow-up to similar surveys conducted in recent years 
by NTCA, and seeks to build upon the results of those surveys2.   This year’s survey 
asked about technologies used to provide broadband service, broadband availability and 
subscription rates, prices charged, quantity and type of competition, broadband marketing 
efforts, fiber deployment, emerging technologies, finance and availability of capital, and 
also provided an opportunity for respondents to provide and specific comments they 
wished to share. 
 
OVERVIEW OF SURVEY 
 
The 2004 NTCA Broadband/Internet Availability Survey was conducted online.  Member 
companies were provided with a URL through which they could access the survey.  
Every effort was made to minimize the reporting burden on the survey respondents. 
 
The survey itself was organized into eight sections.  The first section was comprised of 
general questions about the respondent’s current operations and future plans.  The second 
section dealt with competition and marketing; the third, fiber deployment; the fourth, 
voice over Internet protocol (VoIP); the fifth, broadband over power lines (BPL); the 
sixth, video; the seventh; finance/availability of capital; and the eighth, an opportunity for 
respondents to offer any miscellaneous thoughts. 
 
 
 
 
                                                 
2 Copies of this and previous NTCA survey reports may be downloaded from the NTCA website, 
www.ntca.org. 
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SURVEY RESULTS 
 
The survey URL was distributed via email and fax to all of the member companies in 
NTCA’s database.  The messages contained instructions for online access to the survey.  
Responses were received from 179 member companies, a 32% response rate. 
 
The average survey respondent serves 5,606 residential and 1,546 business lines; a few 
large companies skew these numbers upward, hence the median respondent serves 2,945 
residential and 684 business lines.  Ninety-two percent of survey respondents offer 
broadband3 service to some part of their customer base.  Respondents indicated that they 
use a variety of technologies to provide broadband to their customers: 92% utilize digital 
subscriber line (DSL); 22% unlicensed wireless; 7% fiber to the home (FTTH) or fiber to 
the curb (FTTC); 6% cable modem; and 5% licensed wireless.4   (See Figure 1.) 
 

 

                                                 
3 For the purpose of this survey, broadband is defined as throughput of 200 kilobits per second (kbps) in 
one direction. 
4 Percentages sum to greater than 100% as some respondents utilize more than one technology to serve 
their customers. 

Fig. 1:  TECHNOLOGIES USED TO PROVIDE BROADBAND
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Approximately three-quarters of the survey respondents are utilizing fiber fed nodes to 
extend the reach of DSL.  Thirty-three percent indicated that the average distance from 
the digital loop carrier (DLC) to the end user was between 12 and 15 thousand feet (kft); 
28% between 9 and 12 kft; 21% between 3 and 9 kft; 14% 18 kft; and 4% 3 kft or less. 
 
Fifty-six kilobits per second (kbps) service is available to more than 97% of respondents’ 
customers.  Seventy-four percent can subscribe to 200 kbps to 500 kbps service; 57% 1 
megabit per second (Mbps); and 30% 3 Mbps.  (See Figure 2.) 
 

 
 
On average, 21% of respondents’ customers subscribe to their 56 kbps service; 8% 
subscribes to 200 kbps to 500 kbps service; and 2% each to 1 Mbps and 3 Mbps service.5  
(See Figure 3.)  Average prices charged range from $19.59 per month for dial-up service, 
to $38.12 for cable modem service, $44.53 per month for DSL service, and $46.34 for 
wireless broadband service. 

                                                 
5 It should be noted that actual rural broadband subscription rates may be significantly higher than the 
numbers shown here, as survey respondents are joined by a wide variety of competitors in the provision of 
broadband services within their service area. 

Fig. 2:  AVAILABILITY OF DIAL-UP AND BROADBAND SERVICE
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Nearly 24% of survey respondents currently utilize wireless broadband as a means of 
supplementing DSL—in other words, they utilize wireless technology as a means of 
reaching unserved broadband customers in areas where DSL deployment is not 
technically feasible.  An additional 39% indicated they are considering doing so.   
 
Survey respondents have come to view the provision of broadband as a crucial part of 
their operations.  Seventy-seven percent consider broadband deployment very important 
for their company’s bottom line, while 20% consider it somewhat important.  With 
respect to respondents’ standing in the community as the telecommunications provider of 
choice, 92% consider broadband deployment very important, and 6% somewhat 
important. 
 
Competition/Marketing 
 
Competition in broadband is becoming more prevalent and more varied: 76% of survey 
respondents indicated that they face competition from at least one other service provider 
for at least some of their customers.  The typical respondent competes with three national 
Internet service providers (ISPs), two satellite broadband providers, one cable company 
and one electric utility.  Other competitors mentioned include local ISPs, neighboring 

Fig. 3: DIAL-UP AND BROADBAND TAKE RATES
(Service taken from survey respondents only)
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cooperatives and entrepreneurs.  Sixty-one percent of those respondents facing 
competition indicated that their competitors were serving only the cities and towns in 
their service areas, while 39% said that competitors were serving customers throughout 
their service area. 
 
The prospect of cable companies developing the capability to offer voice service is 
causing respondents some discomfort.  The majority—52%—is very concerned, while 
23% are somewhat concerned. 
 
Rural ILECs are taking numerous steps in the marketing arena to increase broadband take 
rates.  Sixty-three percent of survey respondents’ companies are offering price 
promotions; 54% are offering free customer premises equipment (CPE) installation; 43% 
are bundling services; 42% are offering free hardware; and 21% free software.6  (See 
Figure 4.)  Twenty-six percent of respondents find it difficult to compete with price 
promotions offered by competitors; while 17% struggle to match competitors’ service 
bundling.  Overall, 34% consider their marketing efforts to be very successful, while 58% 
consider them moderately successful.  
 

 

                                                 
6 Totals exceed 100% as respondents’ companies may be offering more than one marketing promotion. 

Fig. 4:  BROADBAND MARKETING PROMOTIONS
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Fiber Deployment 
 
Survey respondents indicated that their companies have some plans to deploy fiber to the 
curb (FTTC) and fiber to the home (FTTH) to some customers, but these plans are 
extremely limited.  While 51% of survey respondents expect to offer fiber to the node to 
more than 80% of their customers by the end of 2004, only 4% plan to provide FTTC or 
FTTH to that many customers.  Fifty-six percent of respondents plan to offer fiber to the 
node to more than 80% of their customers by year-end 2006; 7% plan to offer FTTC or 
FTTH. 
 
The cost of fiber deployment was identified as a significant barrier to widespread 
deployment by 79% of survey respondents.  Regulatory uncertainty was the number two 
barrier, at 58%, followed by long loops (50%), low customer demand (44%), and 
obtaining cost-effective equipment (37%).7  (See Figure 5.) 
 

 
 

                                                 
7 Totals exceed 100% as respondents were allowed to select more than one barrier. 

Fig. 5:  BARRIERS TO BROADBAND DEPLOYMENT
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Sixty-four percent of survey respondents see modest to significant benefits to fiber 
deployment versus the cost of deployment; 87% expect to see modest to significant 
benefits versus the cost of deployment three years from now. 
 
Voice Over Internet Protocol (VoIP) 
 
While less than one percent of survey respondents currently offer voice over Internet 
protocol (VoIP) service to their customers, 42% face competitors in their service area 
who do so.  Sixty-four percent of respondents perceive VoIP to pose a significant threat 
to their operations, while 28% perceive VoIP as a moderate threat. 
 
Broadband Over Power Lines (BPL) 
 
Four percent of survey respondents have providers offering, or planning to offer, 
broadband over power lines (BPL) service within their service area.  Twenty-two percent 
perceive BPL to pose a serious threat to their operations, while 42% perceive BPL as a 
moderate threat. 
 
Video 
 
Forty-four percent of survey respondents offer video service to their customers.  Eighty-
five percent of those offer video under a cable franchise, while 5% offer video as an 
Open Video System (OVS) pursuant to Part 76, Subpart S of the Telecommunications 
Act of 1996.  Forty-two percent are utilizing hybrid fiber coax (HFC) to offer video 
service, 25% DSL, and 4% wireless. 
 
Of those respondents not currently offering video, 17% (10% of all respondents) plan to 
do so by year-end 2004, and 42% (23% of all respondents) expect to do so by year-end 
2006.  Forty-two percent (23% of all respondents) currently have no plans to offer video 
service.  Thirty-eight percent plan to offer video service as an OVS, and 37% under a 
cable franchise.  (See Figure 6.) 
 
Finance/Availability of Capital 
 
Sixty-eight percent of survey respondents classified the process of obtaining financing for 
broadband projects as fairly to moderately easy. 
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Miscellaneous 
 
Survey respondents were asked what specific actions—on the part of the FCC, state 
regulators, etc.—would enable an accelerated pace of broadband deployment in the 
respondents service area.  Their responses are presented in Appendix A of this report. 
 
CONCLUSIONS 
 
Survey respondents are facing more intense competition in the provision of 
broadband services, from a wider variety of competitors. 
Rural customers have a greater variety of choices in their selection of a broadband 
provider than ever before.  National ISPs, satellite providers, cable companies and 
electric utilities are all making greater forays into the rural broadband market.  Rural 
incumbent local exchange carriers will need to prove their worth on a daily basis to their 
current and potential future customers. 
 
 

Fig. 6: OFFERING VIDEO SERVICE?
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New technologies—such as VoIP and BPL—are already changing the face of the 
broadband marketplace.  Their overall impact is likely to increase in the near-term 
future. 
The ongoing development of new broadband delivery technologies continues unimpeded.  
They have already begun to cause changes within the rural marketplace, and seem likely 
to continue to do so.  Until the ultimate regulatory treatment of the emerging technologies 
is determined, however, the full extent of their impact on the rural broadband 
marketplace is unknowable. 
 
Survey respondents continue their efforts to deploy fiber, despite the often 
formidable obstacles. 
In order to provide their customers with top-quality service, survey respondents plan to 
continue to deploy fiber optic cable.  Doing so will require them to overcome a number 
of challenges, including the cost of deployment, regulatory uncertainty, extreme loop 
length, and low customer demand.  Failure to do so, on the other hand, will dramatically 
impair their ability to compete in the marketplace.  
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APPENDIX A 
 

Q:  What specific action(s) on the part of the FCC would enable you to accelerate the 
pace of broadband deployment in your service area? 
 
 
Cost recovery and USF recovery so we can develop a business plan.  The playing field 
today is not level for rural ILEC's nor is there a real understanding of the cost of 
providing services for rural customers.   
 
USF must be maintained by regulators.  VoIP must pay their fair share for use of our 
network.  Equal regulation is absolutely necessary.  We are currently regulated in some 
services just because we are a telephone company while others providing similar services 
are not regulated.  Cities and states are currently allowed to provide competing services 
but do not pay the same in taxes and other expenses.  They also receive favorable 
treatment on right-of-ways because they are also the regulators.  This creates a lot of 
questions concerning future revenue streams. 
 
1. Acknowledging that "One Size fits all" philosophy doesn't work in the rural markets.  
2. Long-term plan on Access Reform to provide stable revenues so investment decisions 
can be made to evolve to the latest technology platform.  3. USF System - Getting a 
handle on the USF funding mechanism and establish a long-term funding plan.  4. USF 
ETC Approvals - Eliminate ETC approvals in small rural markets where the economics 
support only a single carrier of last resort. 
 
Help to increase demand.  We have built a network that can supply broadband services 
but now we need more subscribers to realize the benefits of subscribing.  To date we have 
an approximately 7% take rate for DSL services but we have the ability to turn up 
thousands of customers.  In the movie Field of Dreams Kevin Costner was motivated by a 
voice saying “if you build it they will come” – we have built it (robust network) [the 
FCC] could help our customers understand the importance of broadband so they will 
come.  You could also help by easing restrictions so that prices could be dropped and a 
profit could still be made.  We make very little money off of DSL as it is and most people 
object to the service because of the monthly fee.  These are some of the ways that [the 
FCC] could help. 
 
Nailing down the certainty with regards to USF and intercarrier Compensation.  I am 
having to spend a lot of time working on fixing what the regulators are trying to break.  If 
they will create some stability with regards to these two issues, many companies like ours 
will deploy broadband.  However, if they continue to tinker with the mechanisms, how 
will we be able to guarantee that we will be able to pay back the millions of dollars it is 
going to cost to deploy broadband of any kind whether wireless, wireline, or satellite? 
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A big deterrent would be the sale of unbundled UNEs; a help would be a tax credit 
 
Force an affordable transport path for satellite dependant communities 
   
Regulatory Certainty 
 
Regulatory certainty with USF and access charges 
 
Not require franchise fees.  Make the rules the same for all providers. 
 
[Allow providers] to offer any DSL speed or offer DSL without dial tone. 
 
Include DSL in support structure. 
  
Cost recovery for average schedule companies 
 
Less regulatory uncertainty 
 
Affordable licensed spectrum & regulate the competition as we are regulated. 
  
Regulatory certainty that costs would be recovered 
 
Get rid of UNE, so that we do not have to worry about others making demands to use our 
infrastructure. 
   
Long-term commitment of USF, removal of portability rules for rural carriers 
  
Remove regulatory uncertainty; lower the rate that must be charged by the regulated 
company for a DSL circuit (NECA Tariff); shorten the time frame to recover the 
investment 
  
Solve the long term cost recovery mechanisms! 
 
Adopting a universal service type directive, providing support dollars for high cost, low 
density areas. 
 
Maintain level playing field between ILECs, CLEC and CATV with regard to VoIP. 
  
Require VoIP (and other users) to pay for use of our network.  Plug the holes that allow 
phantom traffic to use our services without compensating us. 
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The multitude of competitors offering choices for our customers and the regulatory 
uncertainty for cost recovery make it difficult to make decisions to deploy costly fiber to 
rural customers. 
  
USF uncertainty, sales tax, access charges 
 
Acknowledge full benefit and need for Universal Service.  Retain/re-introduce access 
charge mechanisms on long distance carriers and remove burdensome charges to end-
users.  Realize importance of rural America to the economy, and thus the importance of 
telecom. 
   
Help with cost recovery through settlements.  As we make Internet with more speed 
available to our customers they will go to VOIP and the regulators are thinking about not 
charging access, which will ruin our companies. 
   
Total deregulation 
 
Stable return on investment 
 
Regulatory Stability 
 
Don't let the competition cherry pick.  Don't create competition for the sake of 
competition. 
  
Stability of USF and Intercarrier Compensation - Economic Development 
  
Predictable support via USF or other mediums for network plant 
  
Make broadband Internet an essential part of telecommunication services.  Ensure 
broadband loan funding for rural areas. 
  
Regulatory certainty 
  
Do not mess with our current revenue streams.  These allow us to implement broadband 
in the rural areas 
    
Stable "settlement" process for access charges and USF 
 
The FCC should continue to push competition regulation towards facilities-based only. 
 
Continue to provide regulated support for broadband services such as DSL.  Without this 
support, broadband service would not be possible in many high cost rural areas. 
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We would like a level playing field with clear and enforceable regulations from the FCC. 
  
Eliminate the uncertainty of cost recovery mechanisms and their future.   
Regulations are too restrictive; the regulations should keep in mind the resources of small 
independent companies 
 
USF is in question, wireless ETC going after USF; regulatory uncertainty 
  
Resolve access charges, stabilize revenue streams for small rural companies. 
     
Government needs to regulate ALL broadband providers, i.e.,... cable... DSL.. satellite... 
on same level. 
 
Remove regulatory uncertainty for long-term universal service support. 
  
USF for broadband; VoIP needs to pay access rates 
 
Long-term support 
   
Liberalize rules for service provider in extreme rural area - less than one customer per 
mile - our area reaches into 4 markets with low numbers 
   
Support process to allow for increased deployment in rural areas. 
 
Dependable, long term settlements that assure decent cash flow to pay the millions of 
dollars it would cost to upgrade our facilities. 


