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While there were many valid reasons for the
Federal Communications Commission (“FCC”)
to reverse the 2015 Open Internet Order, a key
justification for doing so set forth in the 2018
Restoring Internet Freedom Order was the
detrimental effect of the Commission’s 2015
decision on broadband investment.1 In a series of
papers, the Phoenix Center’s analysis of publiclyavailable data using modern empirical methods
demonstrated a sizable, negative investment
effect attributable to reclassification, measured
both from the first proposal of reclassification in
2010 and the reclassification order of 2015.2
Employment in the telecommunications sector
was also down in response to the reclassification
of Internet services, likely reflecting to a large
extent the contemporaneous decline in
investment.3 There was no meaningful rebuttal
of this body of work.4 Empirical studies trying to
show the absence of an investment effect of
reclassification were shown to be seriously
flawed, as acknowledged by the Commission in
its 2018 Restoring Internet Freedom Order.5
Despite strong evidence of investment effects and
none to the contrary, the argument over
investment effects continues.6 In testimony this
week before the House Energy & Commerce
Communications
and
Technology
Subcommittee, Free Press’s Policy Director Matt
Wood claims that “the 2015 Net Neutrality rules
did not slow down deployment, speed upgrades,
or overall investment by ISPs.”7 Two of these
three claims are demonstrable false. On the
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question of broadband speeds, a thorough
statistical treatment of the data offers compelling
evidence that speed growth declined after the
2015 Open Internet Order.8
This finding
contradicted previous claims made by Free Press
(among others), so the group appears reluctant to
incorporate strong evidence into its policy
positions. On investment, the FCC carefully
reviewed the evidence and concluded
investment is down, and down by a lot.9
Evidence of an investment effect is indeed
compelling.

My analysis reveals that the number
of homes without 25/3 Mbps is
above expectations following the
2015 Open Internet Order. During
2015 and 2016, we may reasonably
attribute a lack of 25/3 Mbps
broadband to approximately 6.5
million Americans to the 2015 Open
Internet Order.

Empirical evidence on the deployment of
broadband services, which may be sensibly
measured as the availability of broadband speeds
of certain levels, is unavailable. Mr. Wood uses
the increased availability of 25/3 Mbps service
since the 2015to support his “no effect”
argument. Yet, the availability of higher-speed
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services is constantly on the rise.10 As such, the
relevant question is whether the observed
increases in availability of high-speed broadband
after the 2015 Open Internet Order are a mere
continuation of the trend or are unusual in some
respect, either much more or much less than
expected. Answering that question requires a
counterfactual—that is, what would the
availability of 25/3 Mbps been in the absence of
the 2015 Open Internet Order?
In this PERSPECTIVE, I construct such a
counterfactual based on forecasts from an
exponential decay function. My analysis reveals
that the number of homes without 25/3 Mbps is
above expectations following the 2015 Open
Internet Order. During 2015 and 2016, we may
reasonably attribute a lack of 25/3 Mbps
broadband to approximately 6.5 million
Americans to the 2015 Open Internet Order.
Consequently, Free Press is wrong on all three
counts: as a consequence of reclassification,
broadband deployment is down, broadband
speeds are slower, and investment is below
expectations.
Analysis
Broadband speeds are ever increasing, leading
the FCC to report statistics on varying broadband
speeds over time. The 25/3 Mbps definition of
broadband service is relatively new, so the FCC
has reported availability statistics on this speed
level for only a few years. Consequently, there is
very little data on the percent of homes without
(or with) 25/3 Mbps. Nonetheless, an effort
should be made to construct a counterfactual
(even if crude) before drawing conclusions about
the effect of reclassification on broadband
availability.
From the FCC’s Broadband Reports, I am able to
construct a time series of homes without
25/3 Mbps broadband for years 2011 through
2016.11 Using the data before 2015 (admittedly,
only four observations), I construct a forecast of
the percent of homes without such broadband
service in 2015 and 2016.12 Since availability data,
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especially when near maturity, often follows a
regular
decay
pattern
(asymptotically
approaching the level at maturity), my forecast is
constructed using the standard exponential
decay function,
yt  Aekt

(1)

where yt is the percent of homes without
25/3 Mbps broadband at time t. A and k are
estimated parameters.
We may transform
Equation (1) to a linear model (in the parameters)
with the natural log transformation,

ln yt  ln( A)  kt

(2)

which can be estimated by Ordinary Least
Squares.13 The estimated equation is,

ln yˆ t  3.62  0.306t ,

(3)

which has an R2 of 0.97.14 The functional form
provides a good fit to the data. Equation (2) is
then used to forecast y for periods 2015 and 2016.
This forecast value (ŷ) is a counterfactual that can
be compared to the actual values. While perhaps
not an ideal method for constructing a
counterfactual, this is the sort of analysis the
limited data permits.
The results of the procedure are summarized in
Table 1. The table shows that the actual share of
homes without access to 25/3 Mbps broadband is
considerably higher than predicted from the
exponential decay function.
That is, the
availability of high-speed broadband appears to
have slowed after the 2015 Open Internet Order.
The slowed deployment of 25/3 Mbps service is
consistent with the empirical evidence revealing
that the average download speeds of U.S.
broadband connections slowed after the 2015
Order.15
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Table 1. Actual and Forecast Values

2011

Actual
(y)
28.0

Forecast
(ŷ)
27.5

Diff.
ŷ -y
-0.47

2012

18.8

20.3

1.48

2013

16.4

14.9

-1.46

2014

10.6

11.0

0.41

2015

10.4

8.1

-2.3

2016

7.7

6.0

-1.7

Year

Figure 1 illustrates the actual data and the
(transformed) forecast. As shown in Figure 1,
had the trend in the decline of homes without
25/3 Mbps broadband continued through 2016
the share of homes without 25/3 Mbps
broadband would have been a good bit lower
than the values actually observed. In fact, as
shown in Table 1, the difference between the
actual and forecast data has its largest values in
the post-reclassification period (as indicated by
the vertical line at year 2015).
Figure 1. Actual v. Forecast Values

The shaded area shows the 90% confidence
interval of the forecast. For both 2015 and 2016,
the actual values are outside the confidence
interval.16 Thus, the change is “statistically
significant,” to the extent we may describe them
as so with only four observations in the pretreatment period.
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The counterfactual analysis offered
here suggests that the rate of speed
increases slowed in response to the
2015
Open
Internet
Order.
Approximately
6.5
million
Americans are without 25/3 Mbps
broadband service as a consequence
of the FCC’s reclassification
decision.

Conclusion
In this PERSPECTIVE, I evaluate the argument that
the 2015 Open Internet Order was unharmful
because the availability of 25/3 Mbps service
continued to increase after that decision. Given
the continuous improvements in broadband
service, an increase in service speeds is hardly
contestable; instead, it is the pace of
improvements that is in question.
A
counterfactual analysis is required to decipher
the true effects of the regulatory treatment of
broadband services.
The counterfactual analysis offered here suggests
that the rate of speed increases slowed in
response to the 2015 Open Internet Order.
Approximately 6.5 million Americans are
without 25/3 Mbps broadband service as a
consequence of the FCC’s reclassification
decision. These results add to the already sizable
body of evidence demonstrating the harmful
effects of reclassification on broadband
consumers. As demonstrated here, once again,
advocates for a Title II regulation of broadband
services continue to offer inaccurate and
misleading testimony on the effects of the FCC’s
2015 Open Internet Order.
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