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Executive Summary

Last year the U.S. broadband stimulus program finished awarding public, private and
nonprofit organizations over $7 billion to build new broadband infrastructure, create
public computing centers and implement broadband adoption programs. Concurrently,
hundreds of millions have come from private and other public sources for broadband.
Improving economic development is a driving force behind these investments.

What have we achieved for our investments, particularly in underserved urban and rural
communities? It is a little early in the process, though, and only a small portion of the
stimulus checks have been issued. Perhaps the more important question is, what
economic outcomes can we hope to achieve in the next two or three years? This
surveyQOsesults provide a number of clues.

¥

Rural economic developers appear to be well ahead of their urban counterparts
in the area of planning. 58% of rural respondents either have broadband
strategies and tactics worked into their economic development plans, or are
writing plans currently with these elements. Only 39% of urban respondents have
done the same.

A gigabit has become the rallying call for broadband supporters everywhere;
rural survey respondents say that 100 120 Mbps the minimum theyOll need over
the next three years to impact their local economies.

While the FCC and other policymakers continue to try to make a silk purse from a
4Mbps sowOs ear, economic development professionals arenOt buying it. At least
92% see no economic impact coming from this minimal Ostandard.O

OFinding a jobO is one of the most frequently cited personal economic benefits of
broadband for low-income people. Economic development professionals rate it at
the bottom of the list of potential economic outcomes.

As expected, fiber is clearly seen as the leading broadband technology to attract
businesses to a community. However, wireless is viewed as a strong contender
for increasing startups.

Not all wired broadband technologies are equal. Whereas fiber networks are
clearly viewed by more people as having a greater impact than wireless on a
range of economic outcomes, cable is viewed as only slightly more effective than
wireless despite the industryOs PR and marketing efforts.

Perseverance is still key. Although 19% applied and didnOt win a stimulus grant,
another 11% whose communities also didnOt win kept fighting for money and got
their projects funded through state or other federal grants.

As we move well along our way into the second decade of the new millennium,
7% of respondents only have dialup as their broadband option, and 13% of rural
respondents say they donOt expect to ever have broadbandsufficient enough to
impact economic development.
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l. Background

| started conducting these surveys of economic development professionals in 2007 for
one reason: too many people, particularly elected officials, repeatedly overstated the
economic benefits of broadband. The media picked up on and amplified the value of a
laundry list of economic outcomes that in turn created unrealistic expectations for the
various flavors of broadband technology.

Starting in the days of municipal wireless (2004 D 2006), several high-profile projects
crashed and burned because of a failure of various parties to understand which
economic development tasks are best suited for which technologies. This, coupled with
inflated expectations, was and still is a recipe for disaster.

Avoiding the problem is simple. Go to the people whose job it is to help local economies
prosper, weather the storms of economic downturns and ultimately grow. Ask the
managers and staffs of economic development departments, agencies and other
organizations directly responsible for producing economic outcomes. They know better
than many what the business issues are that technology can address.

Since 2007 broadband technologies have changed, options for how to use them have
multiplied and their potential for impacting local economies has grown. Yet policymakers,
vendors, community broadband friends and foes alike continue to oversell or outright
miss the boat altogether when it comes to broadband and economic impacts.

This report and analysis attempts to separate some of the wheat from the chaff in this
yearOs laundry list of economic assumptions and presumptions. It is only a snapshot of
economic development professionalsO insights, but a relatively revealing one particularly
when you review the comments from over 170 of the survey respondents.
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I. Background overview

The first section of the survey provides a general overview of the respondents
completing the survey.

In August and September 2011, e-mail surveys were distributed to the more than 4,000
members of the International Economic Development Council. 358 individuals completed
the survey, and another 81 began but did not complete all of the questions on the
survey.

1. What is your position

2. Your organization is

This yearOs survey participants were mostly presidents/senior administrators (38%) and
managers (26%) with a significant number of staff and consultants.

39% of respondents work for economic development departments or agencies, while
18% work for local or state government in a non-economic development department and
15% work for a nonprofit that addresses economic development issues. 10% of
respondents are leaders or members of broadband project teams, a new category we
added this year.

Figure 1.
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3. The area you serve is:

We always want to know what the jurisdiction is that respondents serve:
city/town/township, county, region, state or the nation. The percentage of respondents
who serve cities, towns and townships (27%) is almost the same as the 2010 survey.
However, the percentage that serves counties increased from 23% to 31%. There is very
little to indicate that this change had any meaningful impact on the responses to the
various questions.

Figure 2.
Respondents' jurisdictions
City/town/township 116 27%
County 133 31%
Region within the state 67 16%
State 42 10%
Multi-state region 23 5%
United States 36 8%
Other 14 3%
Total 431 100%

4. What type of area do you primarily serve

This question determines whether the primary jurisdiction that respondents represent in
their jobs is urban, suburban, rural, a mix of all three, urban and rural or suburban and
rural.

The percentage of those who represent urban communities primarily is 13% versus 29%
for those representing or serving mainly rural communities. 10% of respondents
represent suburban areas and one-third of all the survey respondents represent areas
that are a mix of urban, suburban and rural constituents.

For some of the key questions, such as what broadband technology has the greatest
impact on economic outcomes, we show results by type of jurisdiction when there
appear to be notable differences in the respective respondents® answers. For many
answers, though, jurisdiction seems to make little difference in how respondents view
the issues that the questions address.

5. The population of the area you serve is
The largest percentage of respondents serves areas with populations of between

100,000 300,000 people. However, it did not seem advisable to try to draw too many
conclusions based solely on the population sizes of jurisdictions respondents represent.
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Since there are respondents who serve one or more counties, it would not be unusual
for those whose jurisdictions are rural to be serving populations that equal those of mid-
size or large urban cities.
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[ll.  The current state of broadband in respondents’ service
areas

This section provides an overview of what type of broadband is or is not in place within
the areas that survey respondents serve.

6. What are primary wireless community broadband network options in the
area you serve? "Community” networks are those run in part or in total by
local government, public utility and/or community stakeholders.

This year, survey results show that a significant portion (25%) of respondents have
OlimitedreachO wireless broadband networks that are built just in certain downtown and
business areas. This result changed little from last yearOs survey.

There is a 7 percentage-point increase from last year in the number of respondents
whose jurisdictions have at least one wireless network owned entirely by a private-sector
company, moving from 78% in 2010 to 85% in 2011. This increase is driven mostly by
rural and urban/suburban/rural respondents, 90% of whom this year report having at
least one private sector wireless network in their jurisdiction. (Note: respondents could
select more than one response for this and Question 8)

Figure 3.

Primary wireless broadband network options
Limited-reach networks 92 25%
Citywide/countywide muni network 43 12%
Network just for government use 62 17%
Network owned by public-private
partnership 37 10%
Wireless network run by co-op 37 10%
Network(s) owned solely by private provider 315 85%

32% of respondents say they have networks that their communities own either outright,
as part of a cooperative (co-op) or together with private sector companies in public
private partnerships. This is a sizeable drop from last year when 45% of respondents
collectively fell into one of these categories. 17% of respondents report they have public-
owned wireless networks that are limited to government use, and this is nearly the same
percentage as last year

It is interesting to note is that community wireless networks appear to exist more in
urban areas. In almost every category, two to three times as many respondents from
urban areas as rural areas indicate they have community wireless networks, with the
exception that no respondent representing an urban area reports having a wireless
network run by co-ops.

2011 Economic Development Survey Page 7



For example, 29% of urban respondents have limited reach and 17% have government-
use only networks versus 14% and 6% respectively of rural respondents. When we look
at the breakdown of respondents representing a mix of urban, suburban and rural areas
together, we find the percentages track closely to urban areas alone, except in the
category of wireless networks run by co-ops (16%).

7. If one doesn't exist, are there plans to start building a
citywide/countywide community wireless network?

Of those who currently do not have community wireless networks in their areas, 10%
have plans to build limited-reach networks, and another 13% indicate they are building
them out or may begin building them in the next year to 18 months. 26% are less
optimistic, indicating that OmaybeO plans will be developed for community wireless.
Nearly 40% say there are definitely no plans in the works in this area, and 12% do not
know what their communities are thinking about network buildouts.

Figure 4.

Plans for wireless

12% 10%

@ Yes, but only in limited areas

W Buildout has already started

OYes, within the next 6 months

OYes, sometime within the next 12 - 18
months

B Maybe at some future time

B No plans for now

W Don't know

8. What are primary wired community broadband network options in the
area you serve?

Compared to respodents whose jurisdictions have wireless networks, a smaller
percentage of respondents (19%) report that they have limited-reach community-owned
fiber networks in certain sections of the city. However, they do show a higher percentage
of wired networks that are publicly owned (20% fiber, 18% cable/DSL), or owned by a
public private partnership (19% fiber, 22% cable/DSL). (10%) of respondents have fiber
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or cable networks that are run by co-ops, which is equal to the percentage of those with
co-op run wireless networks. 78% of respondents report that they have private-only
wired networks in addition to any community networks they may have.

Figure 5.
Primary wired broadband network options

Limited reach networks 73 19%
We just have dial up 26 7%
Citywide/countywide community fiber

network 76 20%
Citywide/countywide community cable or

DSL 68 18%
Government-use only networks 64 17%
Fiber network owned, run by PPP 71 19%
Cable network owned, run by PPP 84 22%
Fiber or cable network run by co-op 41 11%
Network(s) owned solely by private provider 297 78%

When we look at the data isolated by urban, rural and combination urban/suburban/rural
communities, data skews in predictable ways. Urban areas have over twice as many
(23%) limited-reach wired networks as rural respondents (10%), while 29% of those
representing the combination jurisdictions have these networks.

Three times as many urban respondents have city- or countywide public access fiber
(30%), cable/DSL (23%) and government-use only (23%) networks as those from rural
areas. Respondents from urban/suburban/rural areas show percentages similar to urban
respondents alone. However, rural respondents have four times as many networks run
by public private partnerships (fiber B 20%, cable B 26%) as their urban counterparts.
Urban areas once again barely register on the meter when it comes to co-ops (2%).

9. If one doesn't exist, are there plans to start building a
citywide/countywide community wired network?

As far as future plans for building a wired community network, respondents® answers
regarding wired are close to those for wireless networks.
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Figure 6.

Planing for wired
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includes tactics for using broadband to improve your local economy?

39% of respondents report having an economic development plan that includes

strategies and tactics for using broadband to achieve certain economic outcomes, and
another 8% are incorporating such elements into plans they are currently developing. An
interesting finding is that 15% of respondents say not everyone in their agency or group

is convinced of the value broadband brings to economic development.
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Figure 7.

Economic Development plan

O We have a plan, but it doesn't address
the use of broadband

M Yes, use of broadband is an element of
our plan

Owe're writing a plan now that will 15%
incorporate broadband

O Not everyone is sold on value of
broadband in economic development

W Don't know

Digging deeper into the data, we find that rural communities beat urban ones hands
down in preparing to use broadband, with 46% that have strategies and tactics for such
in their plans whereas only 34% of urban respondents do. Also, 39% of urban
respondents have not factored broadband into their plans.

An additional 12% of rural respondents are incorporating broadband plans, as opposed

to just 5% of urban respondents. 46% of those representing urban, suburban and rural
combination areas have broadband in their plans, but this group also has 28% who donOt
know the if plans for using broadband are in the works, 11 percentage points higher than
all respondents.

11. Did your community or area win ARRAY broadband stimulus grants or
loans?

Of little surprise, not every community or country applied for broadband stimulus money,
with 52% of respondentsOndicating their jurisdictions decided to sit out the stimulus.
However, 21% did apply for and won a stimulus grant to build broadband infrastructure,
and another 11% didnOt win stimulus money but did win other federal and state grants for
building infrastructure.
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Figure 8.

Pursuing broadband stimulus
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IV. How broadband impacts economic development

Here we assess the direct and indirect impact of broadband on specific economic
outcomes, including increasing individuals' ability to earn more money through education
and job skills improvement.

12. How has wireless broadband impacted (or how would you expect it to
impact) economic development in your community?

13. How has fiber broadband impacted (or how would you expect it to
impact) economic development in your community?

14. How has cable/DSL broadband impacted (or how would you expect it to
impact) economic development in your community?

When presented with five potential economic outcomes, 1) attracting businesses to an
area, 2) retaining business, 3) improving current businesses, 4) increasing startups and
home-based businesses and 5) helping individuals increase their personal wealth, we
see a definite difference between how respondents assess wireless and wired networks.
They were asked if they experienced or expected wireless, fiber or cable broadband
respectively to directly or indirectly impact each outcome. Figure 9 shows the
percentage of respondents who felt these technologies directly impact these outcomes.

Figure 9.
Direct impact on economic outcomes
Wireless Fiber Cable
Attract businesses 36% 58% 39%
Retain businesses 27% 48% 35%
Local companies 34% 45% 34%
more profitable
Increase startups 44% 47% 42%
Increase Individuals' 23% 31% 25%
income earning

For most of these surveys over the years, the results have shown a strong sentiment
that fiber networks have the greater impact on economic development. In 2007, for
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example, three times as many people felt wire line networks would directly impact
attracting and retaining businesses as believed in wireless. In 2010, respondents still
favored wireline heavily, but not by as much as in 2007 (for example, 55% said wireline
would directly impact business attraction, 37% said wireless).

This year we separated the wireline category into fiber and cable to see how
respondents would rate them so we get a better picture of the role of the two wired
technologies. In 2011, the disparity between respondentsO feelings about wireless and
fiber is still significant but not as great in the first two outcomes, and only slightly greater
in making local companies more profitable.

2011 is also the first year we looked at the impact of wireless vs. fiber on increasing
startups, and the second year comparing their respective impacts on increasing
individualsO incomeearning potential.

Looking at the impact of wireless alone, of the five potential economic outcomes,
respondents put the most faith in wireless to increase startups and home-based
businesses, with 44% saying this is where the technology will have a direct impact.
Survey results rank the remaining four outcomes in the following order: 2) attracting new
business, 3) making current businesses better, 4) retaining existing companies, and 5)
impacting personal wealth building.

Respondents continue to believe in significantly greater percentages across the board
that fiber has a direct impact on the five economic outcomes. However, they rank the
economic outcomes in a little different order than wireless. The greatest percentage of
respondents sees broadband directly influencing business attraction. Retaining
companies in an area, increasing startups and improving local businesses rank second,
third and fourth respectively in how respondents see broadbandOslirect impact, but with
only three percentage points separating the three choices. Increasing individuals®
economic development is a distant fifth.

Take note that, except for retaining businesses in a community (35%), cable holds just a
small benefit over wireless in the minds of respondents. The results seem to imply that, if
faced with a choice between wireless and cable as the wireline alternative, communities
can feel comfortable they wonOt sacrifice economic impact if they decide to save on
buildout time and costs by selecting wireless.

Compared to last yearOs surveg results, the most significant difference is in the area of
improving individualsO ability to increase their income earning potential. Those who feel
wireless and fiber can directly impact this outcome increased by 8-9 percentage points.
The year-over-year differences in the other categories are pretty small.

15. From your observation, what's the minimum broadband speed your
area needs by 2014 to directly impact these outcomes? Anything less
probably won't get the job done.

Respondents were asked what minimum broadband speeds they believe would be
needed to produce each of the five outcomes listed below over the next three years. It is
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assumed that respondents factored in increased online computing demands that would
be brought on by: new technologies, business growth in size and number of companies

and changes in how individuals use the Internet.

Only between 4% and 8% of respondents feel a network that delivers 4 Mbps of speed
can produce any of these outcomes. 1 gigabit per second speed is seen as the hands-
down minimum speed required for attracting new business, garnering 42% support by

respondents. For the remaining four potential outcomes, a minimum speed of 100 120
Mbps outpolls almost all of the slower and the faster speed options presented. I1tOs
interesting to note that a year ago, the survey results showed the same pattern.

Figure 10.

Minimum broadband speed needed

2-4 Mbps | 10-12 Mbps 25-50 Mbps | 100-120 Mbps | 500 Mbps | 1 Gigabit
Lure businesses 4% 7% 12% 21% 14% 42%
Retain business 6% 14% 20% 26% 14% 21%
Local companies 4% 12% 19% 25% 17% 22%
Increase startups 7% 17% 23% 23% 16% 14%
Individuals’ 8% 16% 25% 21% 14% 16%
earnings

One of the most striking contrasts between responses from those serving rural areas
alone and responses from those representing only urban areas is on this topic of

minimum required speeds. A significantly higher percentage of urban respondents see
gigabit speed as a necessity than their rural counterparts.

As you see below in Figures 11 and 12, 28% of those serving rural areas feel 1 gigabit

per second speed is the minimum needed to draw businesses to a community, whereas
50% of respondents serving urban areas believe the same. For the other four economic
outcomes, the percentage of urban respondents who believe a gig is vital is about twice

that of rural respondents. Except for luring new businesses, the same disparity exists

among those who believe 500 Mbps is the minimum speed needed.

Our findings flip flop when it comes to 100-120 Mbps networks. The percentage of
respondents representing rural areas who indicate this is the minimum speed needed to

achieve the five listed outcomes is about twice that of urban respondents. For example,
31% of rural respondents feel this speed is needed in order to attract new businesses,

while 15% of urban respondents share this belief.
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Figure 11.

Rural speed minimums

2-4 Mbps | 10-12 Mbps 25-50 Mbps | 100-120 Mbps | 500 Mbps | 1 Gigabit
Lure businesses 4% 9% 10% 31% 17% 28%
Retain business 9% 19% 24% 29% 9% 10%
Local companies 6% 18% 18% 34% 12% 13%
Increase startups 9% 20% 26% 26% 10% 9%
Individuals’ 9% 18% 26% 28% 9% 9%
earnings
Figure 12.
Urban speed minimums
2-4 Mbps | 10-12 Mbps 25-50 Mbps | 100-120 Mbps | 500 Mbps | 1 Gigabit
Lure businesses 2% 2% 15% 15% 15% 50%
Retain business 2% 12% 15% 15% 34% 22%
Local companies 5% 7% 17% 17% 24% 29%
Increase startups 2% 15% 17% 27% 24% 15%
Individuals’ 5% 12% 27% 20% 20% 17%
earnings
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16. Which business model will most likely ensure your area gets broadband
capable of facilitating these economic development outcomes?

Similar to last yearOs survey, this year we find that the business model of choice for the
majority of economic development professionals is to have private sector providers own
and operate the network. This is consistent with history. Significant anecdotal evidence
shows that communities that are unhappy with broadband services will first (and often
repeatedly) go to local incumbents requesting faster affordable services. However,
failing in these efforts, communities begin exploring other options. Several of the more
popular business model options are presented here.

The only notable differences between respondents who serve only rural areas and those
who serve just urban areas is that: 1) the percentage of urban respondents is twice that
of rural respondents who favor communities owning the broadband infrastructure while
private companies provide services to constituents (25% versus 12%); and 2) 13% of
rural respondents prefer to have co-ops own and run broadband networks. None of the
urban respondents chose co-op-run business model.

Figure 13.

Business models

5% 4%

16%

52%

B Community owns and operates network

B Community owns infrastructure, providers deliver services

O Private provider(s) own and operate network

0O Community owns, operates, provides services together with a provider
M Local co-op owns, operates

O Other
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V. Broadband’s Impact on Personal Economic Development

This section of question asked survey participants to weigh in on the role of broadband
in impacting individualsO ability to improve their personal economic development.

17. In what way do you see broadband helping individuals the most
economically?

This yearOs survey added two new economic outcomes (finding a better job, starting a
home based business) as options for respondents. Policymakers, Congress and the
Administration need to take note. Although Ofinding a jobO is frequentlgited as one of
the main economic values of broadband access for individuals, economic development
professional actually view this as the least valuable role of for individuals compared to
other options. Furthermore, not one respondent representing an urban area selected job
hunting is broadbandOs main benefit.

Figure 14.

Individual economic development

O Reaching higher education levels

B Improving job skills/professional
development

O Transitioning to a new industry or
profession

OFinding a better job 5%

B Starting a home-based business

For a second year, those surveyed strongly indicate (31%) that improving job skills and
professional development are the main economic outcomes broadband can deliver.
Starting home-based businesses is a close second place at 25%. Excluding the Ofinding
a jobO optionwhen comparing results between urban and rural respondents, those
serving rural areas are almost evenly divided in their belief in the four remaining
outcomes. Urban respondents believe mostly that broadband improves skills and
professional development (43%) and support drops for the remaining outcomes, with
broadbandOs potential to impact homebased businesses inspiring the least faith.

2011 Economic Development Survey Page 18



18. Can a broadband network encourage individual entrepreneurship,
including starting traditional companies, among underserved constituents
(low income, elderly, rural)?

19. Can broadband be used to harness home-based businesses into an
economic development force within your area?

These two questions dig a little deeper than the previous one. Question18 (Figure 15)
looks specifically at creating startups within the groups currently considered the most
underserved by broadband b low-income constituents, seniors and rural residents. A
large majority of respondents (69%) believe broadband can lead to this particular
economic outcome with about one-third having witnessed this outcome in their
communities.

There is a seven-percentage point increase from last year in the respondents who have
first-hand knowledge of broadband achieving this outcome. This belief is consistent
between rural-only and urban-only respondents, though the percentage of urban
respondents who answered with a somewhat skeptical OmaybeO (20%) is twice as high
as rural respondents.

Figure 15.

Underserved constituents as entrepreneurs

2% 2%

13%

O1've seen it happen firsthand
W it's quite likely

OMaybe

14%

O1t's only possible if you have support
programs
W Not likely

O Hadn't thought of this before

44%

Question 19 looks at the home-based business category of startups and does not
restrict the audience to underserved constituents. Results are pretty close to those for
Question 18.
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Two data points do stand out for Question 19. 34% of urban respondents appear to
believe less in this economic outcome and feel that OmaybeO broadband can turn home
based entrepreneurs into an economic development force, compared to 9% of rural
respondents. Furthermore, only 9% of urban respondents have experienced this
development first-hand compared to 23% of rural respondents.

20. What minimum broadband speeds will be needed by 2014 to achieve
these personal economic outcomes?

This question asks for basically the same response as Question 15 regarding
broadband®s economic impact on individuals. However, the Questin 20 comes after
several that led respondents to focus on specific economic outcomes rather than the
generic Oability to increase personal wealth.O We want to see if respondents come to a
notably different conclusion regarding speeds, which for the most part, they do not.

Figure 16.

Speeds for personal economic development

4%

0 2-4 Mbps

W 10-12 Mbps
[025-50 Mbps
[0100-120 Mbps 17%
W 500 Mbps

01 gigabit per second

23%

24%
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VI. Broadband policy issues

We asked survey respondents to weigh in on several local and national issues that have
become policy debates at the Federal level as well as in a number of state legislatures.

21. Is there sufficient broadband access AND quality of service in your area
to impact the general and personal economic outcomes such as those
described in this survey?

This question addresses the issue of whether communities have sufficient broadband
specifically to produce the economic outcomes presented in the survey. Arguments
among policymakers, and in the national discussion about broadband, about whether
communities have broadband access do not go the necessary step further and probe
whether the broadband available is sufficient for economic development.

Figure 17.

Sufficient access, quality of service

7%

20%

O We're set for the next couple of years

B Ok for now, but will need better services
soon

ONot enough availability, speed or quality
to meet these goals
ONo, and probably no time soon

40%

The two important answers to assess here are Mot enough availabilityE.O(40%) and
Owill need better services soonO (33%), though wshould not overlook the 7% who do
not feel they have or ever will have sufficient broadband for economic development.

It is informative to examine how these numbers breakdown when comparing rural with
urban respondents. 13% of rural respondents feel their community will never see
broadband sufficient enough to impact economic development, while no respondent
representing just urban areas shares this sentiment. 53% of rural versus 20% of urban
respondents believe the broadband they have currently is insufficient for impacting the
local economy. And while 45% of urban respondents feel they have sufficient broadband
for the short term, they believe the capacity and service will be outpaced soon by need.
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22. Are there enough competitors in your area to produce affordable prices
and innovation to meet general and personal economic development
needs?

This question occasionally gets lost among the weeds of academic debates about Owhat
is competition?O We presuppose that the presence of only one dominant wireless or
wireline service provider, or only one wireless and one wireline provider, is not a
competitive enough environment to produce services and pricing that impact economic
development.

When comparing the data between rural and urban respondents, again we find some
expected patterns. 22% of rural respondents say they have two or more providers
offering sufficient speeds and affordable pricing while 57% of urban respondents say
they have the same. 31% of rural versus 20% of urban respondents believe the area
they work for is within a monopoly or duopoly rather than a competitive environment
relative.

Figure 18.

State of competition

@ Only small providers too weak to meet these needs

B Two or more providers offer sufficient speeds, affordable rates
OOnly one big provider, others too weak to compete

O One big cable, one big wireless provider, others too weak to compete
M Varies depending on where you are

5%

35%

12%

13%

23. Should states allow local/county governments the right to select the
broadband solution that meets their needs, including public-owned
networks?

Figure 19.

2011 Economic Development Survey Page 22



Muni network ownership

No
13%

At least have ownership
stake in PPPs

Yes 29%

58%

This question and the remaining two are straightforward probes to get responses to
some of the more contentious broadband issues being discussed. The rights of local
communities to determine their own best broadband solutions is supported by a large
majority, including the belief that communities should be able to form partnerships with
the private-sector companies of their choice.

24. How should the FCC reform the Lifeline program that provides
$10/month to low-income individuals for basic telephone services so
Lifeline also boosts broadband adoption?

The Lifeline program has been in place for a significant number of years and was
instrumental in driving telephone service out to hard-to-reach areas of rural America, and
to low-income urban residents. However, as the FCC prepares to reform Lifeline so it

can influence broadband adoption, we should be considering new Obusiness modelsO for
implementing the program that addresses the fact broadband is not the same as

standard telephone service.
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Figure 20

Lifeline reform

@ Option to spend $10 for telephone or Internet access
B Pool money for eligible recipients, seek best solution for pooled amount
O Tie payments or pools to participation in program(s) that improve recipients' economic status

33%

40%

27%

25. To get the greatest economic development impact from Universal
Service Fund reform that re-directs billions of dollars to broadband, create
rules that:

Another element of the FCCOs reform of the Universal Service Fund (USF), which
includes the Lifeline program, is their stated attempt to overhaul USFOs biggest program
the High Cost Fund. Though an incredibly complex program, weOve broken it down to
very simple terms.

Currently, every year AT&T and Verizon receives over $2 billion of the $4 billion fund,
while the rest is divided among hundreds of mid-size and small telecom companies.
Since the money for USF comes entirely from everyoneOs phone bill payments via
special fees, survey respondents overwhelmingly favor keeping this money closer to
those in the communities.

As we see in Figure 21, a tiny percentage (4%) of our respondents believe that the
current practice should continue when it makes more sense to bring the decision making
closer to home. A clear 63% majority favors the latter option. The remaining 33% feel
that if not under greater community influence, the funds resulting from the reform effort
should go to local and regional providers.
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Figure 21.

Universal Service Fund reform

4%

@ Heavily favor funding large incumbents

B Mainly favor local, regional providers

O Give local communities direct role
prioritizing, approving funding

63%

26. How can you and your professional peers help communities get
broadband services that improve local economic development?

An important feature of the survey is the open-ended question at the end of the survey.
This question allows survey respondents to give full answers on their feelings about next
steps to take, plus it offers readers insights from a real-world perspective. It is important
that the voices of respondents such as these be added to the national discussion.

The comments of all of the respondents to this question can be found at
www.cjspeaks.com/msp/2011comments.pdf.
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VIl. In the final analysis

These surveys present so much food for analysis that it can be challenging not to write a
whole book in response. However, for now | will highlight some of what | feel are the
more important takeaways from the feedback these professionals have given us.

Given that this survey group was not structured and parsed out as they would have been
if | were trying to get a representative sampling of the U.S., though they do represent a
cross section of America, | will try not to overreach with some of my conclusions.

Wireless networks

It is good to see that use of wireless networks by mobile government workers is going
strong. From my interviews and observations over the years, this has been the one
major area where governments can justify the investment in mesh and other wireless
technologies because of the huge payback in improved government operations.

It should become obvious to those building fiber networks that a wireless network built
on top of the fiber leads to cost savings that can be invested back into the fiber network.
Taking that move one step further, these wireless networks can be opened to the public
in economically strategic parts of town to enable shoppers and retail merchants to
connect more effectively.

| found it ironic that a higher percentage of urban respondents than rural ones have
community wireless networks since during the muni wireless craze, wireless was also
promoted as a low-cost way to get broadband into rural communities. In our drive for
getting wireless networks to rural areas so at least in the short-term their broadband
access can try to keep pace with urban communities, hopefully rural stakeholders will
determine ways to make wireless work for them, as Franklin County, VA has.

| am currently working on a report that indicates small and rural communities can make a
business case for local wireless ISPs (WISPs) to bring service to these areas. But to do
so, everyone has to change some of their assumptions. One assumption is that
broadband should be used to bring companies to town that offer hundreds of jobs. While
this is truly a positive outcome, for some towns with 1000 or 2000 people, a business
hiring five to 10 people is considered a major employer. A wireless network delivering
12-15 MBps can be sufficient to attract businesses in this category.

Business models

The numbers tells us that more communities than not would be happy to leave the
broadband solution to private sector companies IF those companies could deliver
services that meet their needs. Communities are pretty clear on what they need, and
often can articulate those needs well. It is the failure of the private sector to respond
adequately that leads many communities to seek alternatives.

Rural communities appear to be happy to partner with private sector providers so both

parties have skin in the game. It is surprising to see such a much smaller percentage of
urban respondents leaning to public private partnerships (PPP). With the costs and on-
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going overhead of building and running a network covering large geographies and
populations, PPPs seem the most logical choice.

It could be that the size of urban areas, the extensiveness of the needs, the impact of
these networks on government operations and other factors lead these respondents to
favor complete ownership by either the public or the private sector. A hybrid ownership
arrangement may seem too troublesome. It will be informative to see survey results next
year after GoogleOs network in the two Kansas Cities starts rolling out and peopleet a
taste of how PPPs work out in large urban areas.

Broadband and economic planning

We shouldnOt be surprised that a notably larger percentage of rural communities over
urban communities have broadband strategies and tactics built into their economic
development plans. The economic downturn has hit big cities and small towns pretty
hard. However, it is likely that small and rural communities are getting much closer to
becoming ghost towns in a year or two if something drastic doesnOt happen. They feel
broadband offers the best hope of making a change within their communities, regardless
of whether outside businesses and tourists become part of the picture.

Broadband stimulus lessons

Two lessons that should have been learned from the broadband stimulus: 1) there is
better security and a stronger economic foundation in numbers (i.e. towns, cities or
counties banding together to build a single broadband solution), and 2) always seek
alternative and/or combined funding.

47 towns and townships in western Massachusetts shunned stimulus money, but have
united to pursue broadband network funding through other means. 10 counties in
Maryland won a stimulus grant by sticking together to present a stronger business case.
Both projects offer the same lesson D united you can get better broadband, maybe save
some money through economies of scale and build a foundation for greater regional
economic development.

Where the broadband rubber meets the economic road

Economic development professionalsO beliefs as to which broadband technologies are

most important (or least) for producing economic outcomes in general donOt come as a
complete surprise. But knowing what assumptions and priorities local stakeholders have
is what ultimately should determine which technologies make the most sense.

For example, in ranking responses, more people feel wireless impacts the increase of
startups than those who selected the four remaining economic outcomes. Is this more
logical if the community is trying to facilitate the start of companies that by their nature
(e.g. business consulting) require less bandwidth? For a community trying to incubate
businesses that use massive bandwidth (e.g. data mining, digital imaging, video
production), wireless may not be sufficient.

One result that may take some by surprise is that a greater percentage of rural
respondents do not see a gigabit as the minimum speed needed to impact key economic
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outcomes. | believe itOs a matter of perspective. If a community is builthg a network for
half a million people and thousands of businesses, they have much greater issues of
speed, capacity and quality of service.

Even when factoring in the desire to attract a few large companies with a broadband
network, smaller communities likely wonOfeel that major need for speed. Furthermore,
the mechanics of fiber infrastructure is such that, once you build for 100 Mbps, itOsot a
major additional cost to swap out components and replace them with ones needed to
move the network to gigabit capacity.

Few people would argue with the conclusion that respondents overwhelmingly reject the
threshold being advanced by the FCC (4Mbpc download/1 Mbps upload speed). At the
same time, they believe in significant numbers that the FCCOs goal of 100 Mbps needs to
be established for all Americans.

It also should be clear that policymakers are putting too much emphasis on mobile (read:
cellular) broadband as an economic panacea. Even though respondents indicated that
wireless will impact the various economic outcomes, discussions with economic
development professionals often reveal it is fixed wireless networks delivering 20 Mbps
or more that produce these outcomes.

Personal economic development

The main takeaway from responses to the questions that deal with this topic is, to get
the full potential benefit of the technology for this outcome, communities need to be
willing to partner with other organizations to create a solution Opackage.O If the
community just brings individuals online and even gives them a computer then walks
away, they will have limited impact on this outcome.

The good news is that so many people are unemployed that most communities likely
have an overabundance of participants who would particularly vie for training,
professional development, entrepreneurial mentoring and other programs that would be
part of the package. It requires money and other resources to integrate such programs
with broadband adoption programs, but it is a true investment in human capital rather
than turning computer access into another subsidy program.

Broadband policy issues

There are several very important broadband policy discussions going on in Washington,
DC and a number of state legislatures. Many of them may have potentially significant
impact on communitiesO ability to get broadband that is sufficient to meet economic
development needs. As busy as we are in our respective day jobs, if broadband is part
of the economic development plan, community stakeholders must pay attention B and
respond Dto these discussions as much as is possible and practical.

By in large, the telecom industry machinery influencing decisions in D.C. paints a picture
of nationwide broadband bliss and the solutions for those few places with insufficient
broadband is more spectrum, mobile broadband and broadband adoption campaigns.
The large telecom and cable companies constantly claim they have given consumers
fast-enough connections. "The vast majority of consumers can do what they want
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today," said Brian Dietz, a spokesman for the National Cable & Telecommunications
Association in a recent InfoTech News article. Community stakeholders such as those
who responded to the survey need to be persistent in calling attention to these fallacies.

It is important, though, that policymakers understand having access to broadband and
having broadband thatOs sufficient for meeting economic development needs is not the
same thing. It is also important they understand that having 20 companies provide
Internet services is not a competitive marketplace when the 19 are too small to
collectively influence in any meaningful way the one dominant provider.

The overwhelming majority of respondent favor policies that put control of how money
for broadband is spent into the hands of the respective communities that are the source
of those funds. Communities cannot impact economic development unless they have
adequate networks.

VIIl. Conclusion

This report is the first of a two-part effort to contribute valuable perspectives from the
field for effective use of broadband to impact local economy. The second part presents
in-depth looks at 10 B 12 separate communities and elements of their broadband
projects that can draw clear lines between the technology and specific economic
outcomes. It should be ready in mid-October. Contact report author Craig Settles for
details.

2011 Economic Development Survey Page 29



IX. About Us

Craig Settles, author of this survey report, assist public, private and nonprofit clients use
broadband and other technology to reduce costs, improve operations and open new
avenues to revenue generation. He has helped hundreds of organizations worldwide
through his books, reports and consulting services.

Mr. Settles is also host of the Internet radio talk show, Gigabit Nation. He and guests
discuss business strategies for deploying broadband networks, as well as policy issues
that affect community broadband. Mr. Settles is available for consultation to supplement
this survey report, as well as on-site workshops and presentations to enhance the
effectiveness of your broadband project team. E-mail (craig@cjspeaks.com) or call today
(510-536-4522) for more information. You can follow him on Twitter.

The International Economic Development Council (IDEC) is a non-profit membership
organization dedicated to helping economic developers do their job more effectively and
raising the profile of the profession. When we succeed, our members create more high-
guality jobs, develop more vibrant communities, and generally improve the quality of life
in their regions.

Special thanks to the Center for Economic Development (CED) at California State
University, Chico for their logistical support during this project. Their mission is to
educate as well as build the knowledge and capacity of California economic
development professionals, and also enhance the well-being of the region's citizens by
facilitating sustained, long-term, and coordinated economic development strategies.
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