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“... to 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
with adequate facilities at
reasonable charges ...”

SECTION 1 of

the COMMUNICATIONS ACT of 1934

as amended by

the TELECOMMUNICATIONS ACT of 1996




The Telecommunications Act of 1996 arrived at a pivotal moment in American
communications history. For decades, universal service had meant one thing:
ensuring that all Americans could access basic telephone service at affordable rates
through a system of implicit cross-subsidies managed largely within the monopoly
structure of AT&T and its successors. But by the mid-1990s, this model faced twin
pressures. Emerging technologies—from enhanced telephone services to computer
networks—created tensions to evolve the definition of “universal service” beyond
plain old telephone service. Simultaneously, growing competition in long-distance
telecommunications services threatened to undermine the traditional subsidy
mechanisms that had made affordable telephone service possible.

Three decades later, the Telecommunications Act of 1996 has delivered enormous
gains, although universal service remains a promise not yet fully realized. Deployment
gaps persist, affordability remains elusive for millions of households, while the

system that sustains universal service is eroding, and the legal and institutional
foundations of the program face new challenges. And at the same time, the costs of
disconnection are higher than ever.

The 30th anniversary of the Telecommunications Act of 1996 presents an ideal
opportunity to review the universal service objective, its underlying principles,

and the progress made toward its achievement. At the time of its passage, public
interest advocates were deeply engaged in articulating and advancing a vision for
universal connectivity. Today, the Benton Institute for Broadband & Society
calls upon policymakers, public-interest advocates, the telecommunications
industry, and other stakeholders to join us as we recommit to ensure that all
Americans have access to essential telecommunications services now and in
the future.



. The FRAMEWORK for
UNIVERSAL SERVICE

The Clinton administration saw telecommunications reform as a critical step to

transforming the economy and society for the Information Age. In a 1994 speech,

Vice President Al Gore described the administration’s proposal to “encourage private

investment; provide and protect competition; provide open access to the network;

take action to avoid creating a society of information ‘haves’ and ‘have nots’; and

encourage flexible and responsive governmental action.”?

The administration sought “to ensure that no geographic
region of the United States, rural or urban, is left without
access to broadband, interactive service.”2 Two centuries
earlier the postal service had extended critical access

to information to all Americans; the administration saw
internet service playing the same essential role in society.

The Clinton administration’s proposals were broadly
embraced by Congress and integrated into the 1996 act,
with the fundamental premise that competition would
drive lower prices, better quality, and innovation. The
universal service objective had been enshrined in the
Communications Act of 1934, as quoted above, and led
to policies promoting universal access to telephony and
broadcast services. With the 1996 act deregulating the
telecommunications sector, Congress sought to address
challenges to universal service that were anticipated to
arise from unleashing market competition. The public
interest was also reflected in the act: connecting every
school and library to telecommunications networks,
assessing a level of service to be supported along with
the pace of innovation, and supporting universal service
with contributions from all telecommunications carriers.

BENTON’S COMMITMENT
to UNIVERSAL SERVICE

As the administration

and Congress considered

how to proceed, Benton’s
Communications Policy Project
gathered leaders, conducted
research, and articulated how
telecommunications reform
could best serve the public
interest.® In a 1994 hearing
before the Senate Subcommittee
on Communications of the One
Hundred Third Congress, we
called on lawmakers to consider
how a commercial system of
communications could serve
noncommercial values, so

that the benefits promised by
new technologies could be

fully realized. Our testimony
described a future with easier
access to healthcare, education,
government information, and
democratic participation, but
we warned that such a future
would not materialize without
the guiding hand of government,
nor without voices from the
nonprofit sector.




By 1997, the FCC had According to a congressional report accompanying
CREATED FOUR DISTINCT the legislation, the goal of the new section on universal
PROGRAMS to ACHIEVE service was:

the ACT’S UNIVERSAL

SERVICE GOALS: “.. to clearly articulate the policy of Congress

that universal service is a cornerstone of
HIGH COST PROGRAM

to support telecommuni-
cations carriers providing new section is intended to make explicit the

the Nation’s communications system. This

service in high-cost, rural, current implicit authority of the [Federal

or underserved areas with Communications Commission] and the States

reasonable rates. . . . .
to require common carriers to provide universal

E-RATE (Schools and service.”*

Libraries Program) to make

telecommunications and By eXplICItly authorizing the FCC to regulate the
information services (internet provision of universal service, the legislation also gave

access, internal connections) the commission an ambitious mandate: to expand and
more affordable for schools

: . codify universal service for the emerging digital age
and libraries.

while maintaining the fundamental commitment to

RURAL HEALTH CARE connecting all Americans.
PROGRAM to assist rural

health care providers by

allowing them to pay rates

for telecommunications and

broadband services similar to

their urban counterparts.

LIFELINE, which, at the
time, provided qualifying
low-income consumers
with discounts on monthly
telephone service, reducing
the cost of essential
communications.




The Telecommunications Act of 1996 established six foundational principles to guide
universal service policy, directing the FCC and the newly created Federal-State Joint
Board on Universal Service’ to preserve and advance universal service based on
these tenets:

1. Quality and Rates: Quality services should be available at affordable rates.
This seemingly simple principle raised complex questions about how to assess
service quality in an era of rapidly evolving technology and how to measure

affordability across diverse populations and regions.

2. Access to Advanced Services: Access to advanced telecommunications and
information services should be provided in all regions of the nation. This
principle marked a significant departure from historical practice. Rather
than focusing solely on basic telephone service, the act explicitly instructed
policymakers to consider how Americans in all regions could access emerging

advanced services.

3. Access in Rural and High-Cost Areas: Consumers in rural and high-cost areas
should have access to telecommunications and information services at rates
reasonably comparable to those charged in urban areas. The FCC interpreted
this to mean ensuring that consumers across all regions and income levels
could access the range of services generally available to urban consumers,
while recognizing that service offerings might vary based on demographic
characteristics of different urban areas.

4. Equitable and Nondiscriminatory Contributions: All providers of
telecommunications services should make equitable and nondiscriminatory
contributions to universal service preservation and advancement. This
principle acknowledged the new competitive landscape, recognizing that
maintaining universal service would require contributions from multiple

providers rather than relying on internal transfers within a monopoly carrier.

5. Specific and Predictable Support Mechanisms: There should be specific,
predictable, and sufficient federal and state mechanisms to preserve and

advance universal service. This addressed the practical challenge of replacing



monopoly-era cross-subsidies with explicit, sustainable funding mechanisms in

a competitive environment.

6. Access to Advanced Telecommunications Services for Schools, Health Care,
and Libraries: Elementary and secondary schools, health care providers, and
libraries should have access to advanced telecommunications services. This
principle reflected growing recognition that these anchor institutions play
critical roles in community development and that their connectivity could
amplify the benefits of universal service.

Beyond these six statutory principles, the act authorized the joint board and the FCC
to develop additional principles “necessary and appropriate for the protection of the
public interest, convenience, and necessity.” This invitation to expand the framework
represented a significant departure, explicitly asking stakeholders not just to identify
needs but to help write the principles that would guide policy.

In 1996, the joint board recommended a seventh principle, and in 1997, the FCC
adopted it:

7. Competitive Neutrality: Universal service support mechanisms and rules
should be competitively neutral. In this context, competitive neutrality
means that universal service support mechanisms and rules neither unfairly
advantage nor disadvantage one provider over another, and neither unfairly
favor nor disfavor one technology over another.

The principles include specific populations and institutions that require particular
attention in universal service policy. The legislation and its Conference Joint
Explanation explicitly added persons with low incomes to the list of consumers
who should have access to telecommunications and information services.® This
acknowledgment was essential given the stark realities revealed by FCC monitoring
and census data: telephone subscribership levels for low-income individuals fell
substantially below the national average. For example, the FCC noted that over 96
percent of households with incomes above $15,1757 had telephone service, but just
85.4 percent of households below that income level were telephone subscribers.®



The act mandated special provisions for two categories of institutions—(1) schools
and libraries, and (2) rural health care providers—with pricing requirements for basic
services and mandates for access to advanced telecommunications.

Schools and Libraries: Telecommunications providers were required
to offer services defined in universal service proceedings to schools
and libraries at discounted rates. The legislation directed the FCC to
determine discounts “appropriate and necessary to ensure affordable
access to and use of such services.” Congress expected the FCC and
the joint board to take into account the particular needs of K-12 schools
and libraries when determining which services should be provided at
a discount. Beyond these pricing provisions, the act directed the FCC
to establish competitively neutral rules to enhance access to advanced
telecommunications and information services for public and nonprofit

classrooms and libraries.

Rural Health Care Providers: Telecommunications carriers were required
to supply services to rural health care providers at rates reasonably
comparable to urban rates. This provision recognized that access to
telecommunications networks was becoming increasingly critical for
health care delivery, particularly in underserved rural areas. Like schools
and libraries, rural health care providers were also to receive enhanced
access to advanced telecommunications and information services through

competitively neutral rules established by the FCC.

These provisions reflected clear logic. If telecommunications networks were
becoming essential infrastructure, then ensuring that schools, libraries, and health
facilities had access to these networks could serve as a force multiplier for universal
service—extending benefits to entire communities through their institutions.



The Telecommunications Act of 1996 reframed universal service as more than

a commitment to basic telephone connectivity, articulating a national promise

suited to a networked economy. Recognizing that connectivity would be essential
infrastructure for work, learning, health, and civic life, Congress outlined the concept
of “advanced” services, an approach intended to keep pace with evolving technology.
In this way, Congress sought to ensure that the benefits of emerging technologies
would not be confined to prosperous communities with profitable markets. Rural
communities, high-cost areas, and low-income households were explicitly prioritized.
The charge to continually assess what constitutes advanced services set the stage
for the FCC’s central task in the years that followed: to identify which services were
essential to modern life and determine how competition and public investment could
be harnessed to make them available to all.

Crucially, Congress defined universal service as “an evolving level of
telecommunications services that the [FCC] shall establish periodically, taking into
account advances in telecommunications and information technology and services.”®
The Federal-State Joint Board on Universal Service recommends and the FCC
establishes which services shall be supported by universal service mechanisms based

on the extent to which such services:
A. are essential to education, public health, or public safety;

B. have, through the operation of market choices by customers, been subscribed

to by a substantial majority of residential customers;

C. are being deployed in public telecommunications networks by

telecommunications carriers; and

D. are consistent with the public interest, convenience, and necessity.



These criteria raised questions about what services were essential. As the act

reflected, advanced communications technologies were increasingly shaping how

Americans worked, played, and communicated. Nearly 50 percent of workers used

computers on the job in 1997—about double the rate of a decade earlier.’™ While only

37 percent of households had computers in 1996," network connectivity was growing

exponentially. The FCC invited parties to discuss whether internet access warranted

inclusion in universal service support mechanisms—either immediately or in the

future.

The 1996 act was developed and passed just as
Americans were becoming familiar with the internet and
beginning to subscribe to service at home via a dial-

up connection. The importance of computer networks
seemed poised to grow enormously as they became the
means for delivering not just text and data but also video,
audio, and graphics.

In 1997, the FCC decided not to include internet access

in the definition of universal service. At the time, many
households still accessed the internet via dial-up over
standard telephone lines. Oftentimes, consumers paid

for local phone service and for internet service (think
America Online, EarthLink, MSN, CompuServe, or
Prodigy) to connect their computers. The difference, in
regulatory terms, was that telephone service was a Title |l
(of the Communications Act) telecommunications service,
regulated by the FCC as a common carrier. Internet
service providers were classified as Title | information
services and received minimal regulatory oversight. The
FCC ruled that the information service component of
internet access could not be supported under Section
254, which describes universal service as an evolving
level of telecommunications services.”? In addition, a
substantial majority of residential customers were not
then internet access subscribers.”™

n

INFORMATION

SERVICE or
TELECOMMUNICATIONS
SERVICE, THAT is

the QUESTION

In the years following the
initial implementation of the
Telecommunications Act, high-
speed internet access service,
now called broadband, was
introduced to the marketplace.
At first, internet service was
provided mainly by traditional
telephone companies over

a digital subscriber line

(DSL) and was regulated

as a telecommunications
service under Title Il of the
Communications Act of 1934.

In the act,
“telecommunications” is
defined as “the transmission,
between or among points
specified by the user, of
information of the user’s
choosing, without change

in the form or content of
the information as sent and
received.” ™ An “information
service,” according to Title |
of the Communications Act
of 1934, is “the offering of

a capability for generating,
acquiring, storing,




transforming, processing,
retrieving, utilizing, or making
available information via
telecommunications, and
considering how to ensure that everyone would be includes electronic publishing,
able to access the internet. The first of the influential but does not include any

use of any such capability

for the management,

control, or operation of a
telecommunications system

This is not to say that policymakers were not already

Falling Through the Net series of reports published
by the National Telecommunications and Information
Administration (NTIA) in July 1995 raised new concerns

about a group called information “have nots,” those or the management of a
households without internet access. The 1995 report telecommunications service.”"
offered a prescient rationale to consider internet access A S e A e B
as part of universal service: court decisions have changed
the legal classification of
“There are legitimate questions about linking broadband internet access
universal service solely to telephone service in a service, such that its designation

as a telecommunications service
or an information service has
alternated over time.'* The

society where individuals’ economic and social
well-being increasingly depends on their ability to

access, accumulate, and assimilate information. classification has implications for
While a standard telephone line can be an the FCC’s regulatory authority
individual’s pathway to the riches of the Information and for funding universal

service.” For example, as long
as broadband remains classified
as a Title | information service,
the FCC has no legal mechanism
to require broadband providers
the poor and racial and ethnic minorities in central cities™ to contribute to the Universal

Age, a personal computer and a modem are rapidly
becoming the keys to the vault.”

The earliest identified information “have nots” included

and rural areas, the youngest and oldest Americans, Service Fund.

the less-educated in central cities, residents of the
central cities in the Northeast, and residents of the
South. Subsequent reports published in 1998,2° 1999,2' and 200022 observed growth
in computer ownership and internet adoption and change in the makeup of the
population of information “have nots.” By 2000, the NTIA declared, “Internet access
is no longer a luxury item.” While the declaration was again prescient, it was not yet a

matter of consensus.?3

Thirty years since the act became law, significant advances have occurred in
connectivity. In 1996, a telephone line was the means to connect to the internet,
enabled by modem equipment to encode and decode signals. Today, few households
access the internet over a wired telephone line. With the introduction and diffusion of
new technologies of access, the level of services considered “advanced” has changed

12



accordingly. In 2024 the FCC adopted a fixed speed benchmark for advanced
telecommunications capability of download speeds of 100 megabits per second and
upload speeds of 20 megabits per second. In addition, the FCC adopted a long-term
goal of download speeds of 1 gigabit per second and upload speeds of 500 megabits
per second. The long-term goal reflects anticipated advances in technology and
ongoing innovation. As Congress envisioned in the act, technological change means
that the goalposts for universal service can and should move over time.

Though advanced telecommunications and information services are increasingly
available in all regions of the nation, there remain gaps in deployment. Access to
internet service and, subsequently, broadband internet has expanded to a majority
of the U.S. population since the 1996 act. The technologies for consumer internet
access in 1996 relied primarily on the infrastructure of telephone networks. Newer
technologies of internet access have required investment to upgrade and deploy
new infrastructure, such as satellites and fiber networks, so the change in internet
availability over the decades is a complex story.

The assessment of service availability must follow the prevailing standard for
advanced services. For example, the 2010 National Broadband Plan assessed
availability of broadband at a target of 4 Mbps download speed and 1 Mbps upload
speed, finding that 14 million people residing in 7 million housing units did not have
access.?* The FCC’s 2024 Broadband Deployment Report assessed availability at the
target of 100 Mbps download speed and 20 Mbps upload speed, concluding that 24
million people lacked access in 2022.25

Private investment has made broadband available through deployment of
infrastructure in areas with competitive markets. USTelecom claims a conservative
estimate of $89.6 billion in capital expenditures to expand and upgrade broadband
networks in 2024, with a cumulative investment of $2.2 trillion since 1996.2¢ Even with
such substantial expenditures, providers choose to invest in communities where they
expect to obtain sufficient return on investment, which tends to exclude regions with
very low population density, those with challenging terrain, and those with significant
numbers of low-income households.



Given these gaps, public investment has funded expansion of infrastructure to
markets overlooked by providers. The FCC’s High Cost program, composed of

more than a dozen active and inactive legacy funds, has supported carriers to build
and serve areas that they would otherwise bypass because of the high expense of
deployment and low expected revenues from providing service. High Cost program
funds originally supported universal telephone service, which did have an indirect
effect of expanding broadband availability.?” By 2007, the joint board recommended
that the FCC consider broadband part of the advanced services to be supported by
the Universal Service Fund. A reform and modernization effort led by FCC Chairman
Julius Genachowski beginning in 2011 transitioned the High Cost program to fund
broadband, in addition to voice service, and to do so through competitive bidding
processes.?® The High Cost program disbursed $4.5 billion in 2024.2°

Additional public investment has been marshaled for broadband deployment via
the legislative process, particularly in response to the COVID-19 pandemic.3° In early
2026, state governments are beginning to deploy funds from the NTIA’s Broadband
Equity, Access, and Deployment (BEAD) Program to support infrastructure
construction in underserved locations. Even if all locations targeted by the BEAD
Program become connected, the problem of nationwide access will not be solved
once and for all. National maps of broadband availability have improved in accuracy
through the implementation of the Broadband DATA Act? and the challenge
process required for the BEAD Program; however, there are locations intentionally
or unintentionally excluded from BEAD that the forthcoming funding will not reach.
Among the intentionally excluded locations are those with other enforceable funding
commitments—networks which may not be built as planned or may not provide the

connectivity communities need in the coming decades.

Changes to the BEAD Program made in mid-2025 may also affect availability for
decades to come. Technologies for broadband service that may encounter capacity
constraints or require regular infrastructure replacement to sustain service, such as
unlicensed fixed wireless and low-Earth orbit internet, invalidate the assumption that
once service becomes available in a location, it will always be available. Advances in
technology and its capabilities mean that the universal service principle to provide

access everywhere is also a dynamic goal, requiring regular assessment and action.



The 1996 act notably calls for just, reasonable, and affordable rates as a principle
for universal service. In addition, the law designates the FCC and the States to
“ensure that universal service is available at rates that are just, reasonable, and
affordable.”®? Though this language appears in statute, it lacks an accompanying
definition or description of what affordable rates might mean or how they might
best be determined. Defining affordable rates is a challenging task, likely to produce

disagreement among stakeholders.

The consumer-facing benefit intended to facilitate universal service, the Lifeline
program,33 offers a subsidy for broadband service for eligible low-income households
of just $9.25 per month. Lifeline originally supported voice service. Starting in
December 2016, the FCC allowed eligible consumers to use the monthly $9.25
Lifeline benefit toward broadband service with speeds of at least 10/1 Mbps and a
usage allowance of at least 150 GB. Now, the Lifeline program speed requirements
are 25/3 Mbps with a usage allowance of 1280 GB for fixed broadband service and
3G or better wireless service with a usage allowance of 4.5 GB.34

In comparison, other recent interventions for broadband affordability have offered
greater benefits to low-income households. The Emergency Broadband Benefit
Program, established by Congress during the COVID-19 pandemic, offered a discount
of up to $50 per month (and up to $75 per month on qualifying Tribal lands).
Congress later revamped and renamed the Emergency Broadband Benefit Program
as the Affordable Connectivity Program, which offered a discount of up to $30 per
month (up to $75 per month on qualifying Tribal lands) until June 2024, when funding
was depleted.

The idea that affordable rates are relative to income has also emerged since the
1996 act. In a 2016 Lifeline modernization order, the FCC noted that it would
observe progress toward affordability by “measuring the extent to which voice and
broadband service expenditures exceed two percent of low income consumers’
disposable income as compared to the next highest income group.”3 The order
further states that the 2 percent mark is not “an inherently meaningful level” but

a yardstick for comparison. The adoption of the 2 percent yardstick is significant

because it is relative rather than absolute and because policymakers and researchers



have applied it as an inherently meaningful threshold for affordability, despite the
caveat that accompanies it in the order.

To achieve the universal service principle that rates in “low income, rural, insular, and
high cost areas ... are reasonably comparable to those charged in urban areas,” the
FCC establishes annually a rate called the reasonable comparability benchmark. The
benchmark is calculated using an annual survey of pricing for voice and broadband
service in urban areas.3® The 2026 FCC Urban Rate Survey sets the benchmark3”
monthly rate for 100/20 Mbps broadband service at $96.46 for the contiguous
United States and $127.49 for Alaska.3® This benchmark monthly rate serves as a price
cap: providers that have been awarded federal funding for infrastructure deployment
through the High Cost program have been required to price service at or below the

benchmark monthly rate.

Even with the price cap for comparable rates across regions, rates may remain too
high for many households to afford monthly service. For the current reasonable
comparability benchmark monthly rate to constitute 2 percent or less of income, a
household would need a monthly income of $4,823 (U.S. rate), or an annual income
of at least $57,876. (A household of four people would qualify for the Lifeline
program with an income of $43,403 or less.) According to 2018-22 American
Community Survey data, some 39.5 percent of rural households had an annual
income of less than $50,000.3°

The two mechanisms currently employed toward fulfilling the principle of just,
reasonable, and affordable rates and the principle that rates everywhere be
reasonably comparable to those charged in urban areas are the Lifeline discount for
eligible households and the reasonable comparability benchmark price cap for the
High Cost program. The lack of definition of “just, reasonable, and affordable rates”
limits assessing whether these mechanisms are adequate to achieve the associated
principle.



Perhaps the most complex aspect of the act involved restructuring universal service
funding in a competitive market. Before the 1996 act, universal service had been
maintained through a massive web of implicit subsidies: from business users to
residential subscribers, from toll service to basic service, from urban to rural areas.
Before the 1984 AT&T divestiture, these transfers occurred largely within AT&T’s
corporate structure.4® Afterward, subsidies were maintained through complex rules
governing transfers among carriers—a system rooted more in political compromise
than economic logic.

This subsidy system was sustainable within a monopoly framework. Competition, as
the act’s framers recognized, is the natural enemy of cross-subsidy. As competitive
carriers emerged and grew, the traditional mechanisms for managing these transfers
became increasingly difficult to maintain. The FCC was required to establish new
allocation rules, accounting safeguards, and guidelines to ensure that providers of

telecommunications services bore reasonable shares of costs.

The FCC was directed to determine which telecommunications carriers should
contribute to universal service support mechanisms and which should be eligible to

receive support. This raised thorny questions:

How should financial responsibility be divided between local and long-distance

carriers?

Should support obligations extend to other telecommunications service
providers beyond traditional carriers?

If internet access became part of universal service, should internet service

providers be required to contribute?

These questions have been resolved and reopened over time by the FCC and through

court decisions.



USF programs have made historic investments to help advance universal service.
For example, the E-Rate program has invested over $75 billion since 1997 to ensure
students and educators have access to high-speed internet and Wi-Fi in every
classroom, connecting over 96 percent of schools# and 98 percent of libraries to the
internet. E-Rate now serves over 106,000 schools and 12,500 libraries, assisting 54
million students.

Of late, universal service contributions have become a hot topic in policy circles.
The funding mechanism supporting universal service is under significant strain. The
contribution base—the revenues used to calculate contributions—has decreased
significantly. From 2015 to 2024, the contribution base dropped from $60.3

billion to $32.9 billion.#?2 Meanwhile, the “contribution factor”—which is the fee
assessed on interstate and international telecommunications service and certain
telecommunications revenues—has increased from 6.9 percent in 2001 to 37.6
percent in the first quarter of 2026.4* As the number of customers for wireline
telephone service has dwindled, the contribution factor has increased so that

disbursements have remained stable over time.

Reform of the current financing system for universal service is long overdue. The FCC
has sought comment multiple times on various options, but it has not moved forward
on any of them. As required by law, the FCC and state regulators must employ
specific, predictable, and sufficient mechanisms to preserve and advance universal
service, and all providers of telecommunications services should make equitable and
nondiscriminatory contributions to the system.



After Congress codified and expanded universal service through the
Telecommunications Act, the FCC faced the daunting task of implementing Section
254 of the new law.

The initial challenge was to create a system to administer the collection and
distribution of funds while adhering to the complicated and somewhat conflicting
constraints of the new law. The system first established by the FCC to distribute
funds to schools and libraries and to health care institutions faced legal challenges
from telephone companies, attacks from members of Congress, complaints

from consumer rights organizations, and criticism from the U.S. Government
Accountability Office.44 In 1999 the FCC created and operationalized the Universal
Service Administrative Company (USAC) to collect and distribute funds.

After reforms and the successful initial distributions of funds to schools and
libraries in particular, the E-Rate program gained political popularity and overcame
early legal challenges. There are always loopholes, and, in the early years of any
program involving substantial amounts of money, regulatory arbitrageurs and
fraudsters seek to exploit those loopholes. While never a large percentage of the
total disbursements, scandals in the early 2000s unearthed several hundred million
dollars of misspent universal service funds.4>4¢ Over time, with aggressive auditing
and additional controls, these problems have been minimized to the point that the
U.S. Government Accountability Office has been giving USAC high grades for its

performance in recent years.#’

While establishing federal principles and requirements, Congress preserved
significant state authority over universal service in the Telecommunications Act.
Individual states could enact their own universal service systems, provided that state
definitions encompassed the federal definition and could be maintained without
burdening federal support mechanisms. States were allowed to enhance the federal
universal service definition and require all telecommunications carriers operating

within their borders to contribute to statewide universal service funding.



This federal-state structure recognized that universal service needs and costs
varied geographically and that states had long played important roles in
telecommunications regulation. However, the structure also established federal
requirements as a floor, ensuring baseline consistency while allowing states to go
further in addressing local needs and priorities.

Inevitably, there was litigation over the FCC’s implementation of Section 254. In 2001,
in Texas Office of Public Utility Counsel v. FCC, the U.S. Court of Appeals for the

Fifth Circuit invalidated several aspects of the FCC’s original funding scheme. Most
notably, the holding that the FCC could not include intrastate telephone revenues in
its revenue base has contributed to the problems currently facing universal service

funding.

Despite broad-based, bipartisan support from the telecommunications carriers and
universal service beneficiaries, the system began to face a new judicial threat in 2021.
A full quarter century after the 1996 act was enacted, a small group of libertarians
mounted a series of similar constitutional challenges, each alleging that Section

254 exceeds the permissible scope of congressional power and calling for the
invalidation of the system, or, alternatively, of USAC. In FCC v. Consumers’ Research,
issued in June 2025, the Supreme Court rejected those arguments, upholding the

constitutionality of FCC universal service funding programs.4®

There is yet another potential legal threat to universal service. The Supreme

Court has increasingly restricted “independent agencies” such as the FCC. These
multimember bodies were designed to limit presidential power over their activities
by giving them bipartisan representation. Of greatest significance in this regard is a
case currently before the court that is widely expected to overrule a 1935 decision
that had confirmed that the president lacks the power to remove members of these
agencies prior to the expiration of their fixed terms of office. That outcome could
well impair the stability of the FCC and make it more subject to the whims of each

successive president.



In the Telecommunications Act of 1996, Congress and the Clinton administration
sought to accomplish something that had never been attempted: to usher in an

era of technological convergence and market competition while maintaining the
fundamental commitment that all Americans should have access to essential
communications services at affordable rates. The act established principles, created
institutional structures, and set deadlines. But many critical details remained
unresolved, left to be determined through FCC proceedings over the following

months.

Most significantly, the act invited stakeholders to help define what universal service
would mean in practice. For the first time, advocates had an opportunity to shape
how the nation would guarantee that all Americans could access the information
networks that connect people to one another and to the world. The framework was
established; the details—and ultimately the success or failure of universal service in
the digital age—would depend on how that framework was implemented and who
participated in those decisions.

Now, most Americans have access to advanced telecommunications services, defined
(although rarely updated) by threshold speeds reviewed each year by the FCC. The
definition of advanced services requires regular reassessment, as envisioned by
Congress in the Telecommunications Act, to match the pace of technological change.
The universal service principles must guide policymakers and demand stakeholders’
attention if they are ever to be truly realized. Truly ubiquitous broadband service

has yet to be achieved. There is no consensus on how to determine affordable rates,
and the consumer benefit intended to make rates more affordable for low-income
households provides at best meager relief. More legal challenges to the mechanisms

that support universal service are in the courts.

Over the last three decades, we’ve learned that connectivity is not binary—it is a
spectrum. A person with intermittent wireless access through a shared phone is not
connected in any meaningful sense to a person with reliable, affordable, high-speed

internet service, an appropriate digital device, and the literacy to use these tools to



improve their lives. A child doing homework on a phone in a parking lot outside a
McDonald’s because it is the nearest free Wi-Fi is not connected in the sense that
matters.

A modern, honest version of the universal service promise has to account for this. We
must address not just whether a connection technically exists, but whether it is fast
enough to be useful, affordable enough to be sustained, and whether the people who
have it possess the literacy and the devices to use it effectively. A map that shows
broadband availability at an address says nothing about whether a family in that
address can afford to subscribe, has a device adequate to modern tasks, or has the

skills to navigate what they find.

This is a harder goal than the one in the 1996 Act. It is also the right one, as
technology leaps forward again.

While great progress has been made, universal service has not yet been achieved,

nor can advocates assume that progress will continue without intervention. The 30th
anniversary of the 1996 act inspires our renewed focus on gaps and challenges, as
well as our search for solutions to bridge and overcome them. The Benton Institute for
Broadband & Society invites stakeholders, including the public-interest community,

to join us in developing and pursuing an agenda to connect all Americans to the
advanced telecommunications services of today and those of the future.

What we need is a recommitment—not to the specific mechanisms of 1996, which
were designed for a different technological moment, but to the underlying claim:
that in a democratic society, the infrastructure of communication and participation
cannot be a privilege. That geography, income, age, disability, and language cannot
be allowed to determine whether a person has access to the connective tissue of

modern life.
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