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LEARNING TARGETS
1. Apply the four defining features of MONOPOLY from TK 22 (one seller, no close substitutes, high barriers to entry, price-maker firm) to LOCAL BROADBAND ISPs and identify why ~30 percent of U.S. households have only one wired provider
2. Define NATURAL MONOPOLY, SUNK COST, and BARRIER TO ENTRY and explain why laying fiber or cable to every home is the central infrastructure cost that locks in local broadband monopolies
3. Read three real charts (U.S. broadband competition distribution, price by competition level, and the Chattanooga municipal broadband case) and write a Final Recommendation Memo identifying what the FCC should do about local broadband monopolies and whether municipal broadband should be allowed in all states

SECTION 1
Why Your Home Internet Has One Provider
The Local Broadband Reality
Roughly 30% of U.S. households have ONE wired provider.
Roughly 50% of households have two providers (cable + telecom).
Combined: 80% have AT MOST two wired choices.
Major U.S. ISP names: Comcast, Spectrum, AT&T, Verizon, cox .
Why This Happens
Laying fiber/cable to every home costs $1,200-$2,500 PER home.
Result: most local markets are MONOPOLIES or duopolies.
The FCC tracks broadband competition at the CENSUS block level.
LOCAL MONOPOLY - exists within a geographic area such as a zip code. The FCC tracks broadband competition at the CENSUS BLOCK level.
SECTION 2
Recap - What Is a Monopoly?
Monopoly Definition Recap
MONOPOLY = market structure with ONE seller (review from TK 22).
No close substitutes for the product (no realistic alternative).
High barriers prevent new firms from entering the market.
For ISPs, the barrier is the SUNK infrastructure cost of laying cable.
SECTION 3
Natural Monopoly + Sunk Infrastructure Costs
Natural Monopoly and Sunk Cost
NATURAL monopoly = one provider serves all demand at LOWER cost than two.
SUNK COST = cost already spent that cannot be recovered.
Laying cable to every home costs $1,200 to $2,500 per home passed.
Other natural monopolies: electricity, water, natural gas, sewers.
SECTION 4
U.S. Broadband Competition - The Picture
Wired Providers per Household (2024)
ONE provider (monopoly): 30 % of U.S. households.
TWO providers (duopoly): 50 % of U.S. households.
THREE providers: 15% of U.S. households.
rural households are most likely to be monopoly markets.
SECTION 5
Why Most Households Have One or Two Providers
Three Structural Reasons
1. SUNK infrastructure COST - $1,200-$2,500 per home passed.
2. FRANCHISE history - cities granted exclusive franchises before 1992.
3. POLE attachment fees - charged by incumbent utilities to new entrants.
Google fiber paused most overbuilds after 2016 (economics did not work).
SECTION 6
What Local Monopoly Costs You Every Month
Average Monthly Price by Market Type
MONOPOLY market (1 provider): ~$85 /month.
DUOPOLY market (2 providers): ~$68/month.
COMPETITIVE market (3+ providers): ~$55 /month.
Annual gap: $360 /year per household in monopoly markets.
SECTION 7
The Chattanooga Case - Municipal Broadband Works
Chattanooga EPB Fiber
EPB Fiber launched in 2010 (year).
Pre-launch (2009): Comcast monopoly at $89 /month.
Two years after launch (2012): average price $58 /month.
Total price drop: $31/month or 35 percent.
SECTION 8
Why 19 States Ban Municipal Broadband
The State Ban Landscape
19 U.S. states restrict or prohibit municipal broadband.
Incumbent ISPs (Comcast, AT&T, Charter) lobby for these bans.
Some bans require referendums, public hearings, or financial tests.
The FCC tried to PREEMPT these bans in 2015 but lost in federal court.
SECTION 9
Possible FCC Remedies - Three Approaches
Three Policy Levers
1. title II classification - regulate ISP prices as common carrier utility.
2. Federal broadband subsidies - BEAD program ($42.5B from 2021 Infrastructure Act).
3. PREEMPT state municipal broadband bans - allow cities to compete.
Title II was restored by the FCC in April 2024 (year).
SECTION 10
ISP Monopoly Vocabulary (1 of 3)
Natural Monopoly + Sunk Cost + Barrier to Entry
NATURAL monopoly - one provider serves all demand at lower cost than two.
SUNK cost - cost already spent that cannot be recovered.
barrier TO ENTRY - anything preventing new firms from competing.
The central ISP barrier is the sunk infrastructure cost of laying cable.
NATURAL MONOPOLY - a market where one provider serves all demand at lower cost than two competitors because fixed costs make duplication wasteful. SUNK COST - cost already spent that cannot be recovered (laying cable to every home). BARRIER TO ENTRY - anything that prevents new firms from competing; in ISPs, the central barrier is the sunk infrastructure cost.
SECTION 11
ISP Monopoly Vocabulary (2 of 3)
Franchise + Municipal + Overbuilding
franchise AGREEMENT - historical city contract granting an ISP a license to operate.
MUNICIPAL broadband - local government builds and operates its own network.
overbuilding - second wired ISP lays a duplicate network (rare).
Sunk infrastructure cost still applies to overbuilders (most attempts fail).
FRANCHISE AGREEMENT - historical city contract granting an ISP a license. MUNICIPAL BROADBAND - local government builds and operates its own network. OVERBUILDING - second wired ISP lays a duplicate network (rare). Why most fail: sunk infrastructure cost still applies to overbuilders.
SECTION 12
ISP Monopoly Vocabulary (3 of 3)
FCC Form 477 + Title II + Common Carrier
FCC Form 477 - the FCC broadband deployment dataset all ISPs file.
title II CLASSIFICATION - 1934 Communications Act common-carrier class.
COMMON carrier - must serve all customers at FCC-regulated prices.
Form 477 + Title II + common carrier = the FCC regulatory framework.
FCC FORM 477 - The FCC broadband deployment dataset - all ISPs report which census blocks they serve. TITLE II CLASSIFICATION - 1934 Communications Act class for common-carrier utilities; FCC restored Title II for broadband in April 2024. COMMON CARRIER - Designation for essential infrastructure (telephone, freight rail, pipelines) that must serve all customers at non-discriminatory FCC-regulated prices.
SECTION 13
Key Takeaways
Lesson Wrap-Up Review
30% of U.S. households have ONE wired broadband provider.
The barrier is sunk infrastructure cost ($1,200-$2,500 per home passed).
Monopoly markets pay $360 /year MORE than competitive markets.
Chattanooga price dropped from $89 to $58 in two years.
19 states ban municipal broadband by law.
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