
Wake Up call
Revenge of the economically anxious and left behind

Vote changes by County 
2012 to 2016 



It may get worse before it gets better
Artificial intelligence, robotics, virtual reality will increase productivity & disrupt jobs



Could we have done more? 
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How are the current ideas?
Pretty good 
chance 
we’ll end 
up with a 
Universal 
Basic 
Income….

J
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“Smart Industrial Policy”? 

Application

Innovation & Entrepreneurship
Platforms

• 5G 
• Higher Ed/Training 
• Financing
• R&D

Portable Safety Net

• Education
• Health
• Kids/Family/Poverty

Build on regional advantages

• Health -- MN
• Ag – MO
• Renewable energy



Other pieces of the puzzle

Living Standards

A movie theater,
supercomputer, 

printing press in your 
pocket

But at what price?

Strengthening
Community

Libraries, schools/
Civic IoT

Can we leverage 
investments to build 

social capital?



What is possible in our political system?



Equity and Efficiency in Financing
Communications Equity
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February 13, 2017



Overview

• New push for “digital equity” draws on 

significant history in communications 
policy

• Equity considerations are increasingly 
external to communications themselves
– Not more tractable

• Equity in financing needs to be a bigger 
part of the conversation
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Equity Definitions Aren’t

• “Homework Gap”

– Commissioner Rosenworcel
– Sesame Workshop
– Digital Learning Equity Act of 2015 (bill)

• “[C]ivic and cultural participation, 
employment, lifelong learning, and access 
to essential services.”

– National Digital Inclusion Alliance
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Internal v. External

• Most digital equity concerns are external 
to communications
– Communications is largely (now?) an 

intermediate good
– Needs approaches are about things 

communications helps us do
• Not a clean line, of course
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Mapping Education Equity to 
Communications

• Range of Education Policy outcomes are 
indeterminate from a communications 
perspective
– Equalizing the “homework gap”:  All children 

need to be able to equally access school 
digital homework and resources

• Households should have equal communications 
resources (equality!)

• Providing equal communications resources 
requires unequal financial resources (equity!)
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– Equalizing education outcomes:  Children in 
weaker schools should have greater access 
to alternative and supplementary online 
resources (equal outcomes)

• Households should have unequal and 
compensatory communications resources (equity)

• Even more unequal financial resources (equity)
– [Impertinent alternative on education 

outcomes]
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• Equality more tractable for 
communications policy
– Equality:  more focus on current uses and 

current penetration
– Equity:  more focus on outcomes (again, 

external to comms)
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Not Just Communications

• Of course, none of these policy 
conclusions could be satisfied just by 
traditional communications universal 
service policy
– Devices
– Education
– New services!!
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Expertise and History

• Old days
– Universal service of broadcast

• Education and citizenship
– Universal service of telephone

• Social service and cohesion
• Later, employment and safety
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• Broadband Plan Chs. 10-16
– Health care
– Education
– Energy and the Environment
– Economic Opportunity
– Government Performance
– Civic Engagement
– Public Safety
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Inequitable Financing

• Why finance broad social goals with fees 
on communications?
– No economic reason
– (Not capture of network externalities)
– (Not a user fee)
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• Current fees
– Federal USF – 16.7%
– Local service fees – 15-25%
– Wireless taxes average 17%, as high as 25%

• Many per-line fees/taxes

• Comparison:  Weighted average sales tax 
in US is 7.3%
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• Telecom fees are not “sin taxes”

– Driving demand in the wrong direction for 
equity purposes

• Can be regressive
– Flat taxes as regressive taxes
– Truly regressive in current configurations

• Higher tax rates on wireless services
• Lower income families more dependent on 

wireless services
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• Income taxes are less demand-distorting 
and less regressive
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Realism

• Telecom funding is somewhat below the 
radar

• Increasing taxes and spending is difficult
• Infrastructure?
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Conclusions

• Communications policy discourse has a 
history and expertise in the broader equity 
context
– As an intermediate, connector good, 

communications enhancements can create a 
variety of benefits

• Equity and efficiency in financing should 
be a larger part of the conversation
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• Thanks:  j-speta@northwestern.edu
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47 U.S.C. §151: “[T]o make available, so far as possible, 

to all the people of the United States, without 

discrimination on the basis of race, color, religion, national 

origin, or sex, a rapid, efficient, Nation-wide, and 

world-wide wire and radio communication service….”









Equity in the Communications Policy Silos
Telephony

Universal service 

(rural/high-cost)

Lifeline/Linkup 

(low-income)

No “undue/unreasonable 

preference or advantage 

to any particular person, 

class of persons, or 

locality” (§202) 

Disability access 

(TRS/VRS) 

Rate-of-return rules

Broadcast/Media

Diversity in ownership

Fairness Doctrine

Must carry and 

program access rules

Disability access 

(closed captioning) 

Low-power rules

Spectrum

Comparative hearings 

and lotteries

Designated entities

Spectrum caps

Unlicensed/sharing (?)

Broadband

Schools & Libraries

Connect America Fund

(Internet Essentials)

BTOP grants

Net Neutrality

NN exemptions for 

small providers



(Ironically) Growing Significance of Equity Concerns

● Growing importance of digital networks

● Rising concern about inequality 

in the larger economy (Piketty, populism) 

● Rise of platform power from connections, 

vs. service delivery (Julie Cohen, etc.)  

● Broadening of universal service:

Implicit subsidies—> telephony mandate—> schools/libraries—> broadband

● Net neutrality framing evolution:

○ Competition (Rules needed in absence of competitive pressure)

○ Freedom (Powell speech / FCC Policy Statement)

○ Openness (FCC proceeding name)

○ Equity (fast lanes and zero rating)



Equity in a Big Data World

● Convergence

○ Between communications services (telephony, broadcast, cable, data)

○ Among digital platforms (access, search, social, commerce, logistics, content)

● Growing importance of big data and predictive analytics

● Danger of viewing algorithms as “just math” or “neutral”

○ E.g., fake news during the Presidential campaign

○ E.g., hiring and credit algorithms with potential for biases and feedback loops

○ Growing interest in data ethics or “algorithmic accountability”

● Equity shouldn’t automatically stop at silo boundaries



Three Forms of Equity

1. Customer Equity

○ No unreasonable/undesirable discrimination among users, groups, or regions 

○ Rawlsian fairness — treatment as you’d wish under veil of ignorance

○ Fits universal service, but net neutrality?

2. Provider Equity

○ Fair opportunities for competitors and platform-based services

○ Neoclassical strain: competition maximizes welfare and consumer benefits

■ E.g., spectrum caps, ownership limits

○ Schumpeterian strain: creative destruction maximizes innovation and dynamic welfare

■ E.g. Carterfone/Part 68, net neutrality

3. Burden Equity 

○ Basis for rule exemptions on small providers

○ §254(b)(4): “All providers of telecommunications services should make an equitable and 

nondiscriminatory contribution to the preservation and advancement of universal service.”

■ Contribution and distribution universes should ideally be the same

○ Key issue for CPNI proceeding (and beyond): unique obligations on access providers? 



First Principles 
About the First Principle



What is Equity?

● Can’t be reduced to one metric

○ Everyone gets baseline, similar, or the same service?

○ Individual vs. group fairness

● Reasonable vs. unreasonable discrimination

● Opportunity vs. result

● How to choose? 

Goes to the next question...



Why Equity?

● The “Mercedes Divide” (Michael Powell)

○ Difficulty of choosing when to impose non-discrimination 

○ Expressly may privilege less efficient results in the short term

○ Price discrimination actually a desirable thing in economics

● Answers

○ It’s in the preamble of the Communications Act

○ Deontological ethical arguments (e.g. Rawls)

○ Market failure (natural monopoly, network effects, high initial costs, etc.)

○ Communications networks essential for democratic citizenship

○ Economic development/innovation benefits (Crawford, Whitt, Wu, Van Schewick, etc.)

○ Access = control points for network platforms 

● Justifications should Match Policy Choices



A Capabilities Approach

● Sen/Nussbaum alternative to welfare economics

○ Focus on functionings rather than subjective preferences 

or income alone

○ Normatively based on freedom or dignity

○ Widely adopted in international development

● What does it mean to have sufficient 

communicative capabilities?

○ §254(b)(1): “Quality services should be available at 

just, reasonable, and affordable rates.”

○ What could people do, and what do they need to do it?



Applying the Capabilities Approach
● Baseline levels of capacity/functionality for users

○ Including significant adoption focus, and local pole/conduit/tower infrastructure

○ Greater attention to the demand side, and non-pecuniary impediments. 

● Equitable access vs. equality 

○ Flexibility on paid prioritization, specialized services, zero rating. But within limits.

● Baseline ability for providers to reach customers 

○ Small providers’ lack of resources and leverage taken into account.

● User control of their connected experience 

○ transparency, opt-out, opportunity to decide which services they want.



Our Shared Goal:



Thanks
werbach@wharton.upenn.edu





“The new electronic 
interdependence re-

creates the world in the 
image of a global village… 
In this electronic age we 

see ourselves being 
translated more and more 

into the form of 
information, moving 

toward the technological 
extension of 

consciousness.”
--Marshall McLuhan



“[G]etting everyone online is 
not only important for 

individuals who may be left 
out of the digital economy, 

but also for society as a 
whole that benefits from 

having everyone connected 
and contributing online.”

-- 2016 Aspen Institute Report, 
“Setting the Communications 

Policy Agenda for the Next 
Administration”
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“Older, rural, and less-educated 
Americans share one important 

characteristic — they are all 
heavy users of government 

services [...] Migrating 
entitlements to easy-to-use 
applications, and providing 

training through community-
based groups, will make the 

Internet essential, if not 
irresistible, to those still 

disconnected.”



“The future is already here, 
it’s just not very evenly 

distributed.”

-- William Gibson
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EQUITY IN PROGRESSIVE CAPITALISM: THE POLITICAL ECONOMY OF JUSTICE 

Broad entitlement to include the full range of human capabilities, material, psychosocial, cultural and political 
Socially and culturally specific because interpersonal relationships are the foundation of equality
Sufficient not just minimal levels, but levels sufficient to ensure democratic equality “all the way down” the income 
distribution. Availability should be stated with respect to the median level of consumption of the broader society. 
Affordability should be some multiple of the median, perhaps defined by the concept of the living wage. Quality should 
recognize the hierarchy of needs “all the way up” the income distribution and the need for complementary goods and skills.
Hierarchical to reflect that the level of well-being starts with material well-being as the necessary but not sufficient condition 
of justice, and to recognize the increasing needs as one moves up the division of labor/income distribution 
Evolving to capture the fact that the aspiration of well-being is continually expanding
Global to ensure that justice applies to all people
Intergenerational including the lifespan of those currently alive and at least the lifespan of the next generation, which equals 
roughly the 200-year view
Progressive to recognize that expanding surplus through the division of labor is paramount and redistribution is necessary to 
provide justice to the least well-off and powerless, supported by the most well-off who shoulder a greater burden, i.e. 
progressive taxation. Innovation should be rewarded, while indolence and abuse should be deterred and a crypto-plutocracy of 
the wealthy avoided
Pragmatic to reflect the fact that simplistic, extreme concepts tend to be based on erroneous assumptions that do not fit the 
complex reality of contemporary society; that a wide range of outcomes is possible and sustainable, and that directionality 
(improving performance) is  important because justice is aspirational and evolving. 







URL for Kennedy’s Berlin Speech: https://www.youtube.com/watch?v=56V6r2dpYH8
Text of Kennedy German Peace Corps (Dante) https://www.jfklibrary.org/Asset-Viewer/Archives/JFKPOF-045-016.aspx
URL for Bonn (not Dante) https://www.jfklibrary.org/Asset-Viewer/Archives/JFKWHA-196-001.aspx

Being Careful About Name Calling
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