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FCC Proposes to Discount Broadband 
Costs for Low-Income Households 
June 18, 2015 
 

Today, the Federal Communications Commission (FCC) proposed to discount home broadband 
service for qualifying low-income households through the modernization of its Lifeline program. 
The FCC’s Lifeline program currently provides $9.25 per month discounts to an estimated 14.5 
million qualifying low-income households for voice telephone service, with higher discounts 
available in tribal lands.  

The expansion proposed today would allow qualifying low-income households the choice of 
continuing to apply the monthly Lifeline discount toward voice telephone service or applying it 
toward broadband service, representing nearly a 20% decrease in the average monthly broadband 
bill.  Additionally, the government or a neutral third party would qualify households for the 
program directly, rather than rely on providers to do so.  

 

The Low-Income Broadband Adoption Gap 
Research consistently shows a considerable broadband adoption gap among low-income 
households. In states surveyed by Connected Nation in 2014, just over half of households with an 
annual income less than $25,000 subscribe to home broadband service, compared to 83% of 
households earning $25,000 or more per year. 

 
 
 

 

According to Connected Nation research, nearly one in three low-income non-adopters state that 
the cost of broadband service is the principal reason they do not subscribe. 

 

 

 

Home Broadband Adoption Rates 

http://transition.fcc.gov/Daily_Releases/Daily_Business/2015/db0618/DOC-333992A1.pdf
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Earlier this year, Connected Nation and FCC staff published a joint study that used Connected 
Nation survey data to estimate how lower broadband subscription costs would affect purchasing 
decisions. The report found that, among households in which price was the primary barrier to 
adoption, a reduction in the cost of service by 15% would increase broadband adoption by 10%. 

The FCC action today aims to close this portion of the broadband adoption gap among price-
sensitive consumers by expanding its thirty-year-old Lifeline program to include broadband.  

 

The Lifeline Program 
The Lifeline program was created by the FCC in 1985 after the Bell System monopoly was broken 
up, part of an antitrust settlement with the U.S. Department of Justice. At that time, there was 
concern that severing the Bell System’s local telephone service operating companies from AT&T’s 
long-distance operations would affect the affordability of local dial-tone service because, until then, 
regulation and tariffs had subsidized local telephone service with higher rates for long-distance 
service.  

When Lifeline was instituted, 91.4% of American households had voice telephone service. 
Currently, 96% of American households have voice telephone service, either through wireline or 
wireless technology. Further, voice service demonstrates only a slight income adoption gap as 
93.1% of households with an income of less than $10,000 per year have voice telephone service. 

The Lifeline program currently provides $1.6 billion per year in subsidies to approximately 14.5 
million qualifying households. Qualifying households are those with an income that is at or below 
135% of the federal poverty guidelines or that are enrolled in Medicaid, the Supplemental Nutrition 
Assistance Program (“food stamps”), the National School Lunch Program, Head Start, or other 
federal low-income assistance programs.  

To date, the Lifeline program has relied on telephone companies to determine whether a customer 
qualifies for the Lifeline discount. When a telephone company certifies that a customer meets the 
eligibility requirements with the FCC and the Universal Service Administrative Company, that 
company is reimbursed $9.25 per month for that qualifying household, to be applied to that 
customer’s bill. Many companies also offer prepaid wireless service to qualifying households. 

Barriers to Home Broadband Adoption Among Low-Income Households 

http://www.sciencedirect.com/science/article/pii/S0167624514000523
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In 2012, in response to concerns regarding individuals who had Lifeline phone 
connections and the resulting waste, fraud, and abuse of the program, the FCC 
modernized many components of Lifeline. Chief among those reforms was the 
institution of a “one per household” rule, a comprehensive audit of all carrier 
records, and creation of a Lifeline administration database. The FCC asserts that 
those efforts have saved over $2.75 billion through the program in the last three 
years. The FCC also instituted a broadband pilot program that funded fourteen broadband projects 
on a trial basis. Connected Nation partnered with seven of these Lifeline pilots to offer digital 
literacy training and assist with outreach. Last month the FCC released a staff report detailing the 
results of those projects. 

Proposal to Expand Lifeline to Broadband 
The FCC proposal today would be the most dramatic change to the Lifeline program since its 
inception. Most notably, according to today’s News Release, the FCC is proposing to allow qualifying 
low-income households to use their $9.25/month discount to purchase either traditional voice 
service or broadband service. In addition, the FCC asked for comment on: 

 Whether there should be minimum service standards for broadband service; 
 Whether all Lifeline providers should be required to offer broadband service in addition to 

offering voice service;  
 How to encourage more participation by the states; and 
 Whether the government or a neutral third party should directly qualify households for the 

program, rather than rely on providers to qualify households, or whether the program 
should provide vouchers to qualified consumers.  

Pending these changes, the FCC today also ordered providers of Lifeline voice service to retain 
proof of subscriber eligibility for ten years. Further details about the FCC proposal will be available 
when the full text is released in the coming days. 

The impact of expanding Lifeline to broadband could be significant. FCC data indicates that the 
average price for broadband service is $47.48 per month. Therefore, a $9.25 per month discount 
would represent an approximate 20% reduction in monthly cost. FCC staff and Connected Nation’s 
research indicates that this reduction could increase the broadband adoption rate among price-
sensitive consumers (many of whom are low-income) by approximately 13%. While Connected 
Nation research shows that price subsidies alone will not close the broadband adoption gap among 
low-income households, these subsidies could benefit millions of low-income consumers.  

The FCC is now seeking public comment on this proposal. Connected Nation will summarize further 
details on the proposal, including the deadlines for public comment, when it is officially published. 

---------------------------- 

For more information about the Lifeline program, as well as other broadband policy issues, please 
contact Connected Nation at policy@connectednation.org.  

Subscribe via RSS to Connected Nation’s Policy Briefs. 
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