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FEATURE ARTICLE 

Making The Connection

Telecommunication Infrastructure 
And Economic Development
Telecommunication Infrastructure 
And Economic Development
Telecommunication Infrastructure 
And Economic Development
An Iowa Community’s Experience Makes the Case for Municipal Broadband

H ow important is broadband in-
frastructure to a community’s 
efforts to achieve economic 

wellbeing -- to create meaningful jobs, 
enhanced education and world class 
healthcare? 

Cedar Falls, Iowa, shows that it is im-
portant indeed. 

In 1994, Cedar Falls sought answers 
to challenges commonplace to any com-
munity, rural and urban alike: Sus-
tainable economic growth. Improved 
educational opportunities. Enhanced 
medical services. Driven by a desire to 
gain a competitive advantage, maintain 
and grow the city’s population base and 
provide new and valuable services to res-
idents, the Cedar Falls Utilities Board of 
Directors established the city’s Commu-
nications Utility. Doing so was of course 
highly unusual a decade ago. The World 
Wide Web had existed only a year. The 
Internet had been fully commercialized 
only in 1992. But the impact of that 
decision would put Cedar Falls at the 
forefront of communications technolo-
gy and inspire communities across Iowa, 
and in particular Waterloo next door, to 
emulate Cedar Falls’ success.  

Comparing Cedar Falls and Waterloo 
– similar in so many ways – provides an 
excellent opportunity to examine the ef-
fects of a municipally owned and oper-
ated telecommunications infrastructure. 

Cedar Falls and Waterloo 
With only a sign separating Cedar 

Falls and Waterloo, it is extremely diffi-
cult for visitors to even tell when they are 
departing one community and entering 
the other. Cedar Falls does seem more 

quaint , while Waterloo imparts a more 
city-like resonance. 

The most significant differences be-
tween the two are their populations 
and communications infrastructure. 
Waterloo’s population is approximately 
69,000, while Cedar Falls has around 
36,000 people. The big difference: Ce-
dar Falls has a citywide municipal fiber 
optic network providing high-speed fiber 
connections via cable modems, Fiber-to-
the-Business (FTTB) and T1 through 
DS3 level services. Waterloo’s communi-
cations services are available through the 
private sector. These services are limited 
to cable modem access (HFC transport), 
DSL (Digital Subscriber Line using cop-
per transport) and dial-up services deliv-
ered over a copper network.

Both communities have equal ac-
cess to major transportation systems, 
including interstate, federal and state 
highways, rail service, local motor car-
riers and an airport. Both receive their 
water from the Cedar Valley Aquifer, an 
inexpensive, high-quality and abundant 
source. Both communities are served by 
the same Incumbent Local Exchange 
Carrier (ILEC), which has a central 
office in each community. The Cedar 
Falls/Waterloo area also has a Competi-
tive Local Exchange Carrier (CLEC). 
There are two Points of Presence (POP) 
in the area provided by MCI and AT&T. 
Both POPs are located in Waterloo.

 The University of Northern Iowa is 
located in Cedar Falls. Hawkeye Com-
munity College and one of Upper Iowa 
University’s “extended” sites are situated 
in Waterloo (UIU is the state’s larg-
est private university and has facilities 

for distance learning worldwide.) Both 
communities have equal access to higher 
education and both draw from the same 
workforce. 

In Cedar Falls, electricity and natural 
gas are provided by Cedar Falls Utilities, 
a municipally owned and operated util-
ity. MidAmerican Energy, an investor-
owned utility, provides Waterloo with 
electricity and natural gas. Municipally 
owned utilities in Iowa average approxi-
mately 5.7 cents per kilowatt-hour for 
commercial, while investor-owned utili-
ties’ electric rates average about 6.6 cents 
per kilowatt-hour.

Cedar Falls’ property tax rate has 
been stable. The rate payable in fiscal 
year 2003 (July 1, 2002 thru June 30, 
2003) was $36.40 per $1,000 of taxable 
value – $.15 less than fiscal year 2002. 
This year it is $35.52, still below 2002. 
Waterloo’s rate in 2003 was $42.69 per 
$1,000 taxable value – an increase of 
$6.29 over fiscal year 2002 – and rose 
again to $43.27 for the fiscal year end-
ing June 2005. In both communities, 
commercial and industrial properties are 
taxed at 100 percent. Residential is taxed 
at 54.85 percent. Personal property is 
not assessed for tax purposes. 

Although Waterloo’s property tax is 
considerably higher, the median selling 
price of a home is much lower than in 
Cedar Falls. In 2001, Cedar Falls’ me-
dian housing price was $105,000 com-
pared to Waterloo’s $72,000. A 5 per-
cent state sales tax and a 2 percent local 
tax applies to both communities.

Historically, Waterloo has been bet-
ter positioned for economic growth. 
A majority of the area’s major private 
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employers are based there, including 
John Deere’s tractor operations. Four 
of the five Deere facilities are located 
in Waterloo and one facility, Product 
Engineering, is situated in Cedar Falls. 
In addition, the major financial institu-
tions are located in downtown Waterloo. 
Waterloo is also the county seat. Until 
recently, Cedar Falls was viewed as the 
bedroom community, but that is quickly 
changing.  

The Cedar Valley is unusual because 
it has five municipally owned industri-
al/business parks including Cedar Falls 
Industrial Park, Cedar Falls Technol-
ogy Park, Midport America, Waterloo 
North East Industrial Park, and Evans-
dale Technology Park. The parks have 
infrastructure in place with available 
parcels up to 650 acres. The Cedar Falls 
Industrial and Technology Park infra-
structure includes a fiber to the business 
infrastructure. Midport America, Wa-
terloo North East Industrial Park and 
Evansdale Technology Park lacked fiber 
optic systems. Tax Increment Finance 
(whereby property taxes are frozen for 
awhile to apply only to pre-development 
property values) is available in all five 
parks, and Midport America is a State 
Enterprise Zone. In 2002, the price of 
an acre of land in the Cedar Falls Indus-
trial Park and Technology Park ranged 
from $35,000 to $50,000, while Water-
loo’s price per acre was $30,000 in Mid-
port, $25,000 in Waterloo North East 
Industrial Park and Evansdale Technol-
ogy was $25,000 per acre. In addition 
to these five municipally owned parks, 
there are several privately developed 
commercial and industrial sites available 
in the area. 

The Cedar Falls Industrial Park in 
south Cedar Falls was developed on land 
purchased by the Cedar Falls Utilities. 
Property ownership was transferred in 
1985 to the City of Cedar Falls to en-
hance marketing efforts. This was the 
initial phase of the city-owned Indus-
trial Park development. Another large 
parcel of land, located north of Viking 
Road on South Main Street, was also 
transferred to the City of Cedar Falls in 
1989. This parcel, plus additional land 

purchased by the city, is the site of the 
Cedar Falls Industrial Park and Tech-
nology Park.

Business growth in the Cedar Val-
ley area was extremely slow in the 80s. 
John Deere began reducing its work 
force from 13,000 employees down to 
approximately 5,000. Rath Packing 
Company, one of Waterloo’s major em-
ployers, closed its doors and submitted 
to bankruptcy.  At the end of the 1980s 
the size of Cedar Falls’ Industrial Park 
was approximately 125 acres. There 

were 25 companies located in the park, 
with 750 employees. 

The Difference A Fiber-Optic Net-
work Can Make

In 1995 and 1996, the Cedar Falls 
Utilities constructed its fiber optic net-
work. By January 2003, the Cedar Falls 
Parks had a total of 125 businesses. Three 
of those businesses, Target Corporation 
Distribution Center, Principal Financial 
Group and Ag Services of America, Inc. 
invested $52 million in facilities. Target 
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The Cedar Falls broadband utility links all sites in the complex with fiber.



constructed a 1.35 million square foot 
facility with a price tag of $40 million. 
Target also invested $60 million in ma-
chinery and equipment, provided 900 
full time and 200 part time jobs with 
an annual payroll of $25 million. This 
was the largest project in square feet 
in Iowa during the last 15 years. Prin-
cipal constructed a $7 million, 75,000 
square foot Corporate Class A (prime) 
office building providing 350 full time 
jobs and Ag Services constructed a $5 
million, 62,000 square foot Corporate 
Class A office building. 

A few of these companies relocated 
from Waterloo or expanded to the Cedar 
Falls Industrial and Technology Parks. 
including Team Technologies, Principal 
Financial, Crystal Distribution Services, 
and Hawkeye Community Business 
Center. In the same time frame (1995 to 
January 2003), Cedar Falls did not lose 
a business to relocation.

In January 2003, Waterloo’s, Mid-
Port America had four businesses, five 
businesses were located in the Waterloo 
North East Industrial Park and Evans-
dale Technology Park had one business. 

An article in the city’s March 11, 
2002 Courier reported, “The vast major-
ity of new industries moving to the Ce-
dar Valley are locating in the Cedar Falls 
Industrial Park, which has caused some 
discontent from local business leaders 
and residents wondering why Waterloo 
is falling short. While officials note any 
jobs created in Waterloo-Cedar Falls 
benefit the entire area, Waterloo needs 
industrial development to boost its tax 
base.” An earlier article published in the 
same newspaper on August 21, 2001 
quoted Waterloo Mayor John Rooff. “Fi-
ber optics is the key to Waterloo’s future 
growth,” Rooff said. “In order for Water-
loo with its businesses to move into the 
21st century, we need fiber optic capa-
bility. I believe it has hurt us economi-
cally not be able to provide fiber optics 
to businesses locating in our city.”

Cedar Falls’ growth has been a mix 
of residential, commercial, corporate of-
fice and industrial. The majority of this 
growth has occurred in the Industrial 
and Technology Parks and along the 

Fiber Optics
A space age Industrial and Technology 
Park is located in a very down to earth 
place. Constructed and managed by 
CFU, the communications network 
is based on a hybrid fiber/coax 
(HFC), fiber to the feeder design 
philosophy. The network architecture 
is state-of-the-art for broadband 
communications systems and is 
designed to appeal to firms needing 
advanced telecommunication and 
computing capabilities. Dedicated 
loops are constructed to serve 
concentrated commercial, industrial, 
and institutional segments and 
educational facilities. The network 
has the capacity to transmit voice, 
video, and data to and from 
targeted locations on the network. 
CFU provides various gateways for 
external points of transmission and 
delivery. By providing your business 
fast access to Cedar Falls City Wide 
Network, Ethernet, Cyber Office, 
and Internet, CFU allows your 
business to focus on moving forward, 
while CFU focuses on meeting your 
communication needs.

Electricity
Electricity comes from CFU’s own 
coal fired facilities and 2,250 kW 
wind farm. The average rate paid 
by industrial customers is the most 
competitive offered by Midwest 
utility providers. Industrial rates 
have not increased since 1980. CFU 
will be glad to run rate comparisons 
upon request.

Water
Water is supplied from the Cedar 
Valley Aquifer - an inexpensive, 
high quality, and abundant source. 
CFU has a capacity of 27.5 million 
gallons per day, but its maximum 
daily consumption is only about 8.5 
million gallons. CFU also provides 
free standby water for fire protection 
systems.

Natural Gas
Natural Gas is less expensive from 
CFU than from most other gas 
utilities in Iowa. CFU offers firm 
and uninterruptible service at highly 
competitive rates. A transportation 
service is also available to high 
volume users who choose to arrange 
their own supply.

Cedar Falls brochure highlights fiber (top left) along with other utilities (right).
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University Avenue corridor. Waterloo’s 
growth has been a mix of residential 
(25 percent) and commercial/retail (75 
percent). Much of the commercial/re-
tail growth occurred around Crossroads 
Shopping Center and along the San 
Marnan Corridor.

An article published in the Waterloo-
Cedar Falls Courier on July 12, 2002 
reported that “Cedar Falls set a Cedar 
Valley construction record this fiscal 
year, topping out at more than $101 
million…Despite a downturn in the na-
tional economy, the city blew away all 
existing records in the fiscal year ending 
June 30…Meanwhile, Waterloo failed 
to escape the stalled economy…Suffer-
ing from declining commercial permits 
and no large industrial projects to boost 
the value, the city recorded less than 
$53 million in construction during the 
last fiscal year – its lowest total in eight 
years.”

Cedar Falls continues to see strong 
economic growth. At the end of July 

2004, Cedar Falls Industrial Park and 
Prairie Technology Park had 140 busi-
nesses, up 15 from the total recorded in 
January 2003. This number also exceed-
ed the city’s fiscal year 2003 projection 
of 130 businesses. 

Absent the 2002 Target Corporation 
Distribution Center, the city netted $80 
million in new construction valuation 
for year ending 2003 and $92 million 
for fiscal year 2004. The price of an acre 
of land in the Cedar Falls Industrial Park 
and Technology Park is going as high as 
$75,000 compared to $50,000 in 2002. 

Cedar Falls has also experienced 
a substantial increase in population 

growth. Its population increased from 
34,298 in 1990 to 36,145 in 2002 – a 
5.3 percent increase. During the same 
period, Waterloo increased 3.4 percent 
— from 66,467 to 68,747.  

Access to information and communi-
cations technology also plays an impor-
tant role in providing world-class educa-
tion.  Cedar Falls Utilities constructed a 
fiber optic loop connecting all 13 Cedar 
Falls school buildings. The loop, made of 
one pair of strands in CFU’s fiber back-
bone network, is dedicated to the public 
schools. The interconnection between 
the school facilities is used to transport 
high-speed data, and the connection 

Year Cedar Falls Waterloo

1996 $32 M $58 M
2001 $65 M $76 M
2002 $101 M $53 M
2003 $80 M $75 M
2004 $92 M $103 M
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to Area Education Agency 7 is used to 
provide the schools Internet access and 
administrative computing services. This 
connection to AEA 7 eliminates the 
need for T1s. In addition to the fiber 
loop, all classrooms are fully wired and 
connected with access to multi-media, 
streaming video. (Iowa Area Education 
Agencies are regional service agencies, 
which provide school improvement ser-
vices for students, families, teachers, ad-
ministrators and their communities.)

The Cedar Falls School District has 
a Fiber Data Distribution Interface mu-
nicipal area network, along with direct, 
high speed Internet access. 

The combination of the fiber optic 
system provided by Cedar Falls Utilities 
and the technology hardware, software 
and training resources provided by the 
city’s Instructional Support Levy (in 
Iowa, a temporary tax that expires in five 
years) has enabled the Cedar Falls School 
system to be a leader in the information 
age. In 2002, the Cedar Falls Commu-
nity Schools received $1 Million from 
the State of Iowa to provide streaming 
video on demand to all school buildings. 
All classrooms have access to distance 
learning. School officials are working on 
a project that will allow students to ac-
cess streaming video via a home connec-
tion using Cedar Falls’ community-wide 
communications network.

Reaping Benefits by Transporting In-
formation 

Although the Cedar Falls Commu-
nications Network is quite new, Cedar 
Falls is already reaping economic and 
community benefits. According to an 
article published in the Waterloo Cedar 
Falls Courier on August 1, 2004, “…Ce-
dar Falls will have its debt paid off and 
begin reaping a surplus. That could mean 
an additional $2 million in taxes avail-
able to the city that year; plus another 
$2 million split between the county and 
schools. The city’s share looks to increase 
after that – to $10 million in 2010, city 
budget officials say.” Under the tax in-
crement financing system in Iowa, the 
city borrows money to build roads, sew-
ers and other infrastructure. Businesses 

locating in the park get a partial break 
on taxes for a set amount of time. 

They pay taxes only on the value of 
the property before they make improve-
ments. Tax money from the TIF district 
goes directly to pay off the city’s infra-
structure debt. During the tax break 
years, the property taxes do not contrib-
ute to the city’s general fund, which pays 
for police and fire protection and other 
services, nor do the tax dollars go to 
county government, school districts and 
community colleges. 

The payoff for the city and the area 
comes from the new jobs created in the 
industrial and technology parks. They 
drive housing starts, additional busi-
ness development and expansion. The 
larger payday comes when the TIF debt 
is retired, as will be the case, and the in-
centives sunset. Beginning in fiscal year 
2008, Cedar Falls will have its debt paid 
off and begin reaping a surplus. 

According to Moody’s Investors Ser-
vice, December 3, 2001, Cedar Falls’ as-
sessed valuation had increased at an av-
erage annual rate of 7.4 percent over the 
previous five years, despite state-man-
dated rollbacks in residential property 
and machine and equipment assessment 
rates. 

Moody’s expects the tax base to con-
tinue to show strong growth due to “on-
going residential and industrial develop-
ment projects.” In less than a decade, 
Cedar Falls has indeed seen exciting 
developments, including the addition of 
a technology park and extensive residen-
tial and commercial growth within its 
corporate limits. Moody’s Investors Ser-
vice assigned an A1 rating to the City of 
Cedar Falls $1.9 million Sewer Revenue 
Bonds on February 3, 2004. 

Concurrently, they upgraded, to A1 
from A2, the rating on the city’s out-
standing parity sewer revenue debt, af-
fecting $5.1 million, including the cur-
rent issue. “Sound financial operations 
providing ample liquidity and favorable 
coverage rations,” the Moody’s report 
stated. 

Bob Seymour, Cedar Falls Commu-
nity Services Manager, says “The Cedar 
Falls Industrial & Technology Parks has 

basically developed into a city within a 
city. The City of Cedar Falls is extremely 
pleased with our strong continued eco-
nomic development growth that has ex-
ceeded our expectations. We continue to 
expand our Industrial and Technology 
Parks while maintaining our focus on 
quality development and job creation.” 

It would be extremely difficult to veri-
fy that these developments are the direct 
result of the Cedar Falls’ broadband de-
livery system. 

Yet, one can not disregard its impact 
on the city’s ability to meet the increas-
ing demand for access and dissemina-
tion of information. 

One of the best steps toward acquir-
ing economic well being is to ensure that 
you have quality infrastructure, includ-
ing a first-class broadband network as 
well as business recruitment tools. 

Research into the early development 
of communities nearly always identifies 
transportation as an essential driver of 
community and economic development. 
Today we are still talking about trans-
portation – transportation in the form 
of a fiber optic network – transporting 
information instead of goods. ◆
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