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1.0
Executive Summary

Parallel 56 were commissioned to undertake a review and evaluation of the SEDG Telecommunications Strategy (Broadband Programme), 2003 to 2006. The Programme addressed market failures in the demand for and supply of broadband Internet services in the Region.  These were seen as creating a ‘digital divide’ with more urban areas, threatening the future competitiveness of local SMEs.  

On the demand side, the Programme aimed at increasing the level of local business/community awareness of and uptake of broadband.  An awareness and promotion campaign was implemented with grant assistance being made available to local companies and community groups.  A major element of the promotional campaign was the use of ‘local champions’ to ensure that registration targets were achieved.

On the supply side, the Programme aimed at ensuring an appropriate level of affordable broadband availability in the Region. This required active engagement with telecommunications suppliers including BT (to ADSL enable local exchanges) and several wireless/satellite providers.

Our evaluation of the Programme is based on secondary and primary research undertaken in July 2006.  This included a review of relevant documentation, an online survey completed by 58 Programme participants and personal interviews with 14 Programme stakeholders including ‘local champions’, service providers and other public sector stakeholders.

Keynote findings from our review and evaluation are summarised below:

· Apart from ‘isolated pockets’, broadband availability is now ubiquitous in the Region whether through ADSL or wireless/satellite access. There is a very high level of satisfaction with the speed and reliability of the services according to the online survey we conducted.

· The use of ‘local champions’ to promote the benefits of broadband was a major factor in ensuring that target registration numbers were achieved. Personal recommendations, ‘word of mouth’ and ‘1-to-1’ targeting were the most effective and efficient ways of raising awareness and enthusiasm among local SMEs.  A key issue was the strength of the relationship that ‘champions’ had with local businesses and the local community. This appeared to be a major factor in overcoming initial scepticism regards the benefits of broadband. The SEDG Programme Manager was frequently complimented on his enthusiasm and commitment to the Programme.

· Evidence from both the online survey of participants and stakeholder interviews highlight positive economic impacts from the Programme. The Programme achieved or surpassed most of the agreed performance metrics in terms of broadband availability, uptake, number of SMEs assisted, business use of broadband, business benefits and jobs created. However, there remains considerable scope for improvement in the proportion of local businesses accessing broadband services and their overall use of the Internet as a business tool.  There are still a large number of companies in the Region who are not yet ‘broadband connected’ or deriving the full business benefits from fast Internet access. This may be due to a lack perceived need, a perception of lack of availability or real availability issues, such as distance from the local exchange /line quality. 

· The survey highlighted a range of business benefits being derived from their broadband connection. These were largely around the areas of Business Effectiveness/Efficiency and Customer Service. Other benefits cited included ‘business communications’, ‘better knowledge of the business benefits of the Internet’, ‘collaboration with suppliers’, ‘market research and business information’, ‘access to wider markets’, ‘mobile working’, and ‘access to online training resources’. 

· In terms of employment impact, our conclusion is that a significant number of local jobs were created or saved as a result of the Programme. From the online survey, 19 jobs were created or saved which when extrapolated to represent the wider population of supported businesses, suggests that targets within this area were exceeded.   

· Our overall conclusion is that the Broadband Programme delivered value for money, was efficiently and effectively delivered and had a net positive economic impact on the Region. In arriving at this conclusion, we have taken adequate account of additionality and counterfactual aspects.

· Important lessons can be derived from this Broadband Programme regards future strategy. The flexibility with which the project was run, although presenting difficulties for the funding body (as budgets were frequently under spent), ensured that the project remained focused to changing needs. This actually improved overall value for money. Furthermore, local sources of marketing and communication – local press/community champions – were better received by local businesses, maintained momentum at key times, offered flexibility and represented good value. 

· On a slightly negative note, the main emphasis of the Programme was on issues relating to connectivity rather than on business use of the Internet. While this was understandable at the time, perhaps more advice/training could have been provided in terms of e-strategy issues. 
· While our overall evaluation of the Programme is very positive, significant market failures still exist. Despite DSL availability for many businesses (and 100% ADSL exchange enablement), a relatively low population density within the Dumfries and Galloway area means relatively high supplier development costs per broadband customer. This could mean that faster connections and the prospect of converged and feature rich services (key elements of Next Generation Broadband) are significantly delayed or indeed unavailable to businesses within the region. There is a very real danger of a widening Digital Divide between D&G businesses and businesses in other parts of Scotland and the UK. 
2.0
Introduction

Parallel 56 were commissioned to undertake a review and evaluation of the SEDG Telecommunications Strategy, 2003 to 2006.  The strategy addressed market failures in the demand for and availability of broadband Internet services in the region, which were seen as creating a ‘digital divide’ with more urban areas.  

The overall aims of the Programme were to ensure that the Region’s businesses and communities had access to appropriate levels of affordable broadband services to meet their needs; to keep the region abreast of developments elsewhere and on a level playing field economically and socially with other regions; and to increase broadband uptake and use.  This required action on both the supply and demand sides.

Our review and evaluation covers eight main aspects of the Programme:

· Programme objectives and strategy.

· Delivery mechanism.

· Programme performance assessed against key target metrics.

· The direct and indirect economic impact of the programme.  

· Programme efficiency, effectiveness and value for money.

· Intermediary impacts.

· Lessons learned.

· Current market failures.

Conclusions and recommendations are made concerning appropriate policies and actions to ensure that the Region keeps abreast with the latest developments in information and communications technologies (ICT).

In undertaking our review, we have taken full account of counterfactual, additionality, displacement and deadweight issues.

3.0
Programme Background and Key Objectives

The Telecommunications Strategy, 2003 to 2006 was approved by the SEDG Board in January 2003.  The three main aims of the strategy were to: 

· Increase the level of local business and community awareness of and enthusiasm for the benefits of broadband Internet access.

· Increase the demand and uptake of broadband.

· Ensure that an appropriate infrastructure was put in place through active engagement with telecommunications suppliers.

Key features of the strategy are summarised below:

· The Programme was launched in recognition of the fact that widespread access to and use of advanced information and communications technologies (ICT), especially broadband Internet access, is a key enabler of economic growth, social inclusion and life long learning.  Rural areas, such as Dumfries and Galloway, were at a disadvantage in terms of infrastructure availability creating a risk of a ‘digital divide’ with more urban areas.  Positive intervention by SEDG, therefore, was seen as being essential to address market failures, increase availability and use.

· Action on both the supply and demand sides was required to ensure that the Region’s businesses and communities had access to appropriate levels of affordable broadband services.

· In terms of supply, the programme aimed at improving the availability of affordable broadband Internet access in the region through a mix of ADSL, wireless and satellite technologies.  This required active engagement with telecommunications suppliers, especially BT to ADSL enable local exchanges and three local wireless/satellite providers (CMS Broadband Ltd, Glenkens Broadband Ltd and Active Wireless Ltd). At the outset of the programme BT required evidence of demand to even consider setting of trigger targets at which levels of demand it would commit to upgrade exchanges and no exchanges beyond the pilot for this programme had trigger targets published.  Alternative technologies were therefore a vital part of the potential service availability mix.

· A planned schedule of broadband enabled communities was agreed but this was subject to ‘economic viability’ in terms of local demand and use of the service.  To ensure that agreed targets in terms of broadband demand were achieved, a major part of the programme focused on stimulating awareness of and uptake of broadband access amongst local businesses and communities reflecting the fact that infrastructure availability was being held back by weak local demand.  To achieve this various marketing and promotional campaigns were organised with ‘local community champions’ playing a pivotal role. Programme marketing and promotion was community based with ‘local champions’ co-ordinating campaigns and Programme administration. 

· To stimulate local business and community uptake of broadband, financial incentives were provided ranging from £100 to £1,200 for SMEs depending on the type of service and up to £15,000 (comuted to £10,000 in practice) for Community Based Projects.

· The Programme was part funded by ERDF Objective 2 and was seen as contributing to the strategic themes of ‘Smart Successful Scotland’ and to the ICT objectives contained in the Dumfries and Galloway Five Year Strategic Plan. Complimentary links were established with related programmes locally especially the Pathfinder Project covering broadband availability to the public sector and Project Atlas covering broadband availability at the Crichton Business Park.

· It was recognised that other nationwide public sector broadband campaigns were being discussed.  However, it was felt that the time lag before these would have any major local impact was too long – 18 months to 2 years.  The SEDG Broadband Programme was seen as a parallel intervention that would more effectively reflect local priorities.

· In summary, the three main objectives of the programme were: 

· To raise awareness of the benefits of broadband Internet access.

· To stimulate local demand.

· To ensure that this demand was serviced at affordable prices.

· Four key initiatives were implemented to support Programme delivery:

· Information provision and awareness raising through marketing and promoting the business benefits of broadband access.

· Support for ‘local community champions’ to increase demand and registration.  This was essential to BT upgrading local exchanges and to the economic viability of community wireless and satellite provision.

· Grant assistance and subsidies to install broadband.

· Technology consultancy provided to local businesses and communities.

· These initiatives were to be implemented through 5 key actions:

· Action 1: Accelerated broadband promotional activity.  This relied heavily on use of the shared resource Broadband Bus, operated jointly by partners D&G College and Glenco (Fife College), to deliver live broadband demonstrations to local communities and extensive campaign support provided by local newspapers.

· Action 2: A planned roll out of ADSL services and targeted subsidies for the largest communities within the Dumfries and Galloway LEC area. This followed the population density profiles for the region, as follows: Stranraer (11,300 population and enabled in May 2003 as a pilot for the wider programme), then Annan (8.9), Dalbeattie (4.4), Lockerbie (4.0), Castle Douglas (3.8), Newton Stewart (3.7), Kirkcudbright (3.6), Gretna (3.1), Langholm (2.5), Moffat (2.3) and Sanquhar (2.1). It should be noted that Dumfries was enabled in 2001.   

· Action 3: The targeting of 10 smaller communities with a wireless Community Based Broadband Network. 

· Action 4: A further five small exchanges to be enabled using Mini DSLAM (eventually marketed by BT as “Exchange Activate”).

· Action 5:  A satellite service for users who had no alternative service medium.   

· Key performance targets were agreed covering broadband availability, uptake, the number of SMEs assisted, jobs created (including gender, ethnicity and disability), project costs, and so on.  These are summarised below and in Figures 1 to 4.

· 4 BT Exchanges were to be ADSL enabled in 2003, 3 in 2004 and 3 in 2006.  Targets for other types of broadband were 5 wireless projects in 2003, 3 in 2004 and 2 in 2005; Mini DSLAM – 1 (2003), 2 (2004), 2 (2005); and for satellite 20 projects (2003), 40 projects (2004), 40 projects (2005). 

· The 10 largest (unserved) communities in the region would achieve broadband through local exchange enablement. A further 10 communities would receive broadband access through wireless technology with 5 small communities obtaining the service through BT’s Exchange Activate Programme.  

· Broadband services should be available to 75% of the region’s population.

· The target number of businesses to receive financial assistance was 24 (2003); 90 (2004); 88 (2005) and 23 (2006) i.e. a total of 225.

· The total number of gross new jobs to be created from the programme was 40 broken down as follows: male (20); female (20); members of ethnic communities (2); disabled (2).

· The programme was to leverage £755k in private sector investment.

· 50 per cent of the region’s SMEs should be using some form of broadband service.

· The initial budget for the Programme was £900k broken down as shown in Figures 1 and 2.  

· As far as grant incentives were concerned, intervention and support was to be at 3 main levels.  In larger communities where broadband access was through ADSL upgrades of local exchanges, SMEs would receive a grant of 50% of installation costs capped at £300.  In communities where a lead contractor provides ADSL through small exchange activation projects or where wireless was needed, a block grant to the core contractor of 50 per cent of set up costs capped at £15k.  Third for SME’s who had no alternative but to procure broadband services through a private satellite service, a grant contribution of 50% of setup and connection costs or year one charges was offered, capped at a grant ceiling of £1,200 per SME. 

· A fine-tuning of the programme occurred in September 2004.  BT had announced a change of strategy to complete a roll out of ADSL to cover 95% of the region’s population by mid-2005. As a consequence, the revised programme placed greater emphasis on wireless connectivity for the areas BT would still not enable, while still maintaining most of the grant structure of the original programme.  

· Revised financial budgets were established taking into account a significant under spend in the original budget for 2003/04.  This was caused by the fact that BT’s trigger target policy set proportionately harder targets for smaller communities and then protracted lead times were experienced to enable exchanges even after these trigger targets were achieved. Following BT’s change of strategy in Spring 2004 to commit to a general exchange enablement programme wholesale and retail service prices also reduced. A reallocation of budget towards wireless was recommended.

Figure 1: Broadband Programme Timetable

	Intervention
	2003
	2004
	2005
	Spend (£)

	ADSL
	Stranraer
	
	
	60,000

	
	Annan
	
	
	60,000

	
	Dalbeattie
	
	
	60,000

	
	Lockerbie
	
	
	60,000

	
	Castle Douglas
	
	
	60,000

	
	
	Newton Stewart
	
	60,000

	
	
	Kirkcudbright
	
	60,000

	
	
	Gretna
	
	60,000

	
	
	
	Moffat
	40,000

	
	
	
	Langholm
	40,000

	
	
	
	Sanquhar
	40,000

	Wireless
	5
	
	
	37,500

	
	
	3
	
	22,500

	
	
	
	2
	15,000

	Mini DSLAM
	1
	
	
	10,000

	
	
	2
	
	20,000

	
	
	
	2
	20,000

	Satellite
	20
	
	
	20,000

	
	
	40
	
	40,000

	
	
	
	40
	40,000

	Marketing
	Press / Posters
	
	
	50,000

	
	
	Press / Posters
	
	12,500

	
	
	
	Press / Posters
	12,500

	Totals
	
	
	
	

	2003
	31
	
	
	417,500

	2004
	
	48
	
	275,000

	2005
	
	
	47
	207,500

	Overall
	
	
	
	900,000


Figure 2: Broadband Programme: Costs and Targets

	Ref
	Strategy
	Target
	Estimated Cost

	Action 1


	Demand Stimulation

Information material, seminars and advice by ICT Team
	50% of SMEs using some form of broadband
	Covered in separate budget for ICT Team

	Action 2
	Supply Stimulation

Liaison and relationship management with Telcos
	Provision of appropriate facilities by telcos.
	Covered in separate budget for ICT Team

	Actions

2-6


	Usage Facilitation:

Installation subsidy to SMEs to achieve ADSL upgrade target

Cobron model for isolated communities – Subsidy in respect of setup costs

Mini DSLAM model for small exchanges –Installation subsidy to SMEs to achieve exchange upgrade

Contingency for installation subsidy for satellite systems

Public Sector Initiatives

Contingency for additional initiatives, PR and marketing


	Provision in top 10 population centres outwith Dumfries

Provision in ten project areas

Provision in five exchange areas

Provision for up to 100 SMEs

Broadband backbone networks 
	£60,000 per community – total

£600,000

£7,500 per project

Total £75,000

Cost not then known - contingency

£10,000 per project

Total £50,000

Up to £1000 per system.

Total £100,000

Funded separately

£75,000

	
	Total
	Over 3 years
	£900,000


Figure 3: Broadband Programme – Physical Outputs

	Physical Outputs
	
	2003
	2004
	2005
	2006
	TOTAL

	Number existing businesses

receiving financial assistance
	
	14
	50
	48
	13
	125

	Number of instances of

financial assistance to individual businesses
	
	10
	40
	40
	10
	100


Figure 4: Broadband Programme – Intermediary Results

	Intermediate Result
	2003
	2004
	2005
	2006
	TOTAL

	Total no. of gross new jobs created
	5
	15
	15
	5
	40

	No. of gross new jobs created for women
	2
	7
	8
	3
	20

	No. of gross new jobs created for members of ethnic minorities
	0
	1
	1
	0
	2

	No. of gross new jobs created for disabled people
	0
	1
	1
	0
	2

	No. of gross new jobs created in areas defined as most in need
	0
	0
	0
	0
	0

	No. of gross new jobs directly related to environmental activity 
	0
	0
	0
	0
	0

	Private Sector leverage £m
	.16
	.32
	.20
	.08
	.76


4.0
Approach and Methodology

Our review and evaluation covered eight main aspects of the Programme as shown in Figure 5.

Figure 5: Broadband Programme Evaluation – Key Issues Addressed

	Issue


	Key Questions

	Review of Strategy
	Was it the right strategy to adopt at the right time?  Did the programme focus on the right issues, challenges and market failures? Did it fully address the main barriers to broadband adoption and Internet use in local SMEs? Did the programme have clear strategic objectives to be achieved?  Were Key Performance Measures established and agreed? Was flexibility and adaptability built-in to take into account the dynamic pace of technology change?  Was there a clear fit with related projects?  How did the Programme fit with ‘Smart Successful Scotland’ and the SEDG 5 Year Strategic Plan?

	Evaluation of the Delivery Mechanism


	How successful was the delivery mechanism used?  In particular, was the reliance on local community champions the right approach to adopt?  How effective were the various marketing and promotional campaigns in raising broadband awareness?  How effective were they in achieving target registrations for local exchange enablement?

	Programme Performance


	How successful was the Programme in achieving agreed target metrics in terms of broadband availability in the region; broadband uptake; number of SMEs assisted; business use of the Internet; business benefits; jobs created or safeguarded; job impact by gender, ethnicity, disability etc 

	Economic Impact
	What was the direct and indirect economic impact of the Programme in terms of GDP and GVA?

	Value for Money 
	How effective and efficient was the Programme in relation to the economic benefits derived?  Did it deliver ‘value for money’?

	Intermediate Impact
	What wider impact did the Programme have, for example, in terms of general attitudes towards ICT/broadband in the region?  Did the Programme improve attitudes, perceptions and motivation?

	Lessons Learned 


	What were the main lessons learned from the Programme?  With the benefit of hindsight, could anything have been done differently or better?

	Current Market Failures
	What current market failures still need to be addressed and how?  How can the region ensure that it keeps abreast of changing technologies?


A combination of secondary and primary research sources were used in undertaking the evaluation. This comprised:

· A review of relevant documentation

· An online survey completed by 58 participants in the Programme i.e. recipients of grant assistance.

· Interviews with 14 Programme stakeholders.

A summary of the main findings of the online survey and stakeholder interviews can be found in Appendices 1 and 2.

5.0
Programme Assessment and Evaluation

Based on the primary research undertaken and review of relevant documentation, our overall evaluation of the Broadband Programme is presented below.

Figure 6: Programme Evaluation - Summary

	Programme Evaluation: Summary

	1. Strategy Review

	· The Programme correctly addressed a key market failure threatening the future economic competitiveness of the Region, namely the availability of affordable broadband Internet access. While broadband would have eventually come to the Dumfries and Galloway Region as a result of emerging national level initiatives, the 18-month delay would have exacerbated the ‘digital divide’ with more urban areas.

· Public sector intervention was necessary to overcome demand and supply side barriers i.e. lack of awareness/enthusiasm for broadband amongst local SMEs and poor infrastructure.  

· By addressing barriers on both the demand and supply side, the Programme ensured equilibrium i.e. that there was sufficient demand to encourage telecommunications suppliers to improve the broadband infrastructure while ensuring appropriate, affordable broadband access to local SMEs.

· Operating in a fast moving, dynamic technology environment, it was important that the Programme was flexible and adaptable to take account of changing circumstances e.g. declining broadband prices, Scottish Executive/Scottish Enterprise National Broadband Campaigns and BT’s decision to enable local exchanges. The revision of the Programme in 2004 reflected these changed circumstances. 

· Key performance metrics were established and agreed for the Programme. 

· Adequate recognition was made to other related programmes and a clear ‘strategic fit’ with the SEDG 5 Year Plan was established.

· On a slightly negative note, the main emphasis of the Programme was on issues relating to connectivity rather than on business use of the Internet.  While this was understandable at the time, and a necessary first step, perhaps more advice/training could have been provided in terms of e-strategy issues.



	2. Evaluation of the Delivery Mechanism

	· Evidence from both the online participant survey and stakeholder interviews highlight a very successful delivery of the programme in terms of marketing, promotion and SME awareness of the benefits of broadband.  The majority of areas achieved their target registration numbers within a reasonable time scale and in a cost efficient and effective manner.

· A major reason for the success of the awareness campaign was the use of ‘local champions’ to promote the benefits of broadband within local business communities, working closely with SEDG. The majority of ‘local champions’ were enthusiastic and highly motivated supporters of the Programme.  Their local knowledge, business contacts, trust and relationships were critical to ensuring that target registration numbers were achieved cost effectively and efficiently.  For example, in one area and following a very poor attendance at a public meeting, the three local champions personally visited ‘on foot’ all 70 businesses in the area to encourage registration.  
· Evidence from the online survey provides further support to the effectiveness of ‘1-to-1’ marketing through ‘local champions’ working with SEDG, compared to more generic promotional campaigns.  When asked ‘how did you first hear about the Broadband Programme’, a very high proportion of respondents mentioned personal contacts such as ‘word of mouth’ (28%), ‘community group/local champions’ (15%) and ‘business adviser’ (13%).  By contrast, more generic forms of advertising such as leaflets and direct mail were much less effective.
· However, once they had become aware of the Programme, respondents used a variety of channels to obtain more detailed information.  These included ‘service providers’, ‘leaflets’, ‘business advisers’, ‘community champions/groups’, and the ‘local press’.  The quality and usefulness of the information received was ranked very highly with 93% stating that it was ‘Excellent, Very Good or Good’.

· One of the main lessons learned from Programme delivery, therefore, is that in small rural communities, general awareness campaigns are much less effective or efficient than ‘1-to-1’ personal contacts and relationships.  It is also worth noting that the SEDG Project Manager was highly praised by many respondents. 

· One other point of note was that because the programme was required to remain supplier neutral, it was not able to leverage promotional support from suppliers. In fact, interviews with wireless and satellite providers suggest that they viewed the programme as an add-on to their own ‘selling campaigns’.  They were not involved in promotion of the programme as such.  



	3. Programme Performance Against Agreed Target Metrics

	3.1 Broadband Availability

· According to BT, ADSL Broadband availability is now ubiquitous in the Region.  All the Exchanges have been enabled covering 95 per cent of the Region’s population with ADSL Max being available at all exchanges bar the 4 smallest.  Data from http://www.samknows.com/broadband/ suggests that to date 100% of exchanges have been enabled in the SEDG area (43% by June 2005). 

· The majority of Exchanges were enabled from June 2005 (57%). This was slightly later than originally anticipated perhaps reflecting the operational challenges for BT to upgrade rural exchanges against an aggressive rollout programme. 

· Wireless and Satellite projects were conducted and funded across the following locations - Moffat; Kirkconnel; Sanquhar; Thornhill; Kirkcudbright; Twynholm;  Gatehouse of Fleet; Whithorn; Isle of Whithorn; Drummore; New Galloway; Balmaclellan; Forest Glen; Dalry; HeathHall (Dumfries); CMS Broadband were involved in 10 community installations, Glenkens were involved in 4 and Active Wireless 1.  CMS Broadband were also involved in 3 public access networks on major holiday parks.

· In terms of speed and reliability of the service, eighty seven per cent of respondents to the online survey stated that this was ‘Excellent’ (17%), ‘Very Good’ (28%) or ‘Good’ (42%).  Only 9% stated that speed and reliability were ‘Adequate’ or ‘Poor’ (4%).

· These findings are supported by the stakeholder interviews with a very high level of satisfaction being expressed with the speed and reliability of the broadband services available. There had been some initial ‘teething’ problems with wireless and satellite connections but these had been quickly resolved.

· A significant minority of participants (26%) are planning to upgrade their Internet connection; but the majority are not (53%) or ‘Don’t Know’ (21%).

· There is a question as to whether slower ADSL (<1MB) will service the economic development needs of the Region over the next five years. The survey provides feedback on how happy/satisfied companies are regards their existing broadband connection and also that 24% of respondents are planning to upgrade.

3.2 Business Uptake
· While access to Broadband is now widely available in the Region, there remains an issue with business and community uptake of the service.  According to figures supplied by BT (based on % of households and business phone connections with ADSL connections), there has been a significant quarter-by-quarter increase in ADSL uptake since 2004 (see Figure 7) and the level of use currently stands at 30 per cent of the total population. This is in line with the national average (also 30%).   

· The Scottish E-Business Survey presents a slightly different picture where business uptake has grown from 10% of D&G businesses in 2004 and 24% in 2005. Although, 2006 data does not yet exist it would be expected that projected levels would increase (and with the trend being roughly double that of the BT figures) to 58% of businesses. The Dumfries and Galloway adoption profile still lags more urban areas such as Glasgow with broadband adoption in June 2005 of 65% of businesses, from service availability on 100% of exchanges, against 24% uptake in D&G from service availability on 43% of exchanges.     

· It is estimated that there are 6,238 businesses in the area (based on IDBR data from 2005). The total number of businesses assisted by the Programme was approximately 5 per cent of the total. It is difficult to ascertain how effective the programme was in terms of business penetration. Sectors such as primary agriculture, fisheries and transport were ineligible and account for up to 40% of the business base in the region. It is also known from the Scottish E-Business Survey that only 13% of businesses within the region are aware of Dumfries and Galloway LEC. In this regard, the effective conversion ratio could be in the range (1:12) of eligible businesses to (1:3) of businesses aware of the LEC, but perhaps still indicates that a stronger channel partner approach may have had a higher initial penetration.    

· Given the high level of non-broadband users (76% of businesses in 2005 and potentially 42% of businesses in 2006), further intervention may be necessary. 

3.3 Number of SMEs Assisted

· The initial target for the number of SMEs to be assisted was 225 covering ADSL and other solutions (wireless/satellite). Following a ‘flex’ of the programme to accommodate changing supply/market conditions the actual number of grant contributions made to ‘Community SMEs’ amounted to 302 (including grants administered by the local champions as well as SEDG directly).

· A key market failure and core programme objective was to stimulate demand. It is clear, from the online survey, that the programme had a major impact on the decision by local SMEs to upgrade their Internet connection.  Prior to the launch of the Programme, the majority of respondents (89%) already had Internet access through ‘dial-up’ with only 2 per cent having no Internet connection.  Currently, 63 per cent have an ADSL connection with a further 28 per cent having wireless. Sixty-six per cent stated that their current Internet connection had been installed using a financial incentive from the Programme. The actual financial incentive received varied from £100 (35%), £300 (35%); £1,000 (10%); £1,200 (4%). 

· It is clear that the Programme had a major impact on their decision to upgrade.  When asked whether they would have ‘installed broadband without the support provided under the programme’, only 20 per cent said yes compared to 42 per cent who responded ‘no or unlikely’.
· Following on from the above and, notwithstanding the changed market conditions (supply side), it seems fair to conclude that the intervention significantly accelerated the adoption of this technology that would not otherwise have been the case.

· In addition to the financial incentive, half of the companies surveyed received technical support, from their service provider or supplier, in installing broadband. There were significant variations in views regards the quality of this support – 16% ‘excellent’, 39% ‘very good’, 25% ‘good’, 16% ‘adequate’ and 4% ‘poor’.

· A very high level of satisfaction was expressed in terms of the speed and reliability of the service – ‘excellent’ 17%, ‘very good’ 28%, ‘good’ 42%, ‘adequate’ 9% and ‘poor’ 4%.

· Access to broadband has also influenced some towards even faster connections with 26% planning to upgrade their broadband connection (although 53% were not and 21% ‘don’t know’). 

3.4 Business Use/ Business Benefits
· The stakeholder interviews and online survey provided very good information on the way in which local SMEs were actually using broadband. This highlighted significant business benefits being derived.

· 75% of respondents to the online survey had their own web site with a further 4 per cent having a site as part of a group site.  However, 21% still no web presence.

· In terms of ‘importance of the Internet to your business’ – 38% stated it was ‘essential’; 31% ‘very important’ and 31% ‘important’.  None of the respondents claimed it ‘unimportant’.

· The most important ways in which respondents were using the Internet was to access business information and for e-mail. 100% and 98% of respondents respectively, stated that these were ‘important’ or ‘very important’ uses.  A further 86% stated that ‘market research’ was ‘important’ or ‘very important’, 72% stating that their web site was ‘important’ or ‘very important’. 

· 96% stated that their businesses had benefited from broadband.

· A range of business benefits, were derived from their broadband connection.  These included ‘efficiency/productivity improvements’, ‘business communications’, ‘customer service’, ‘market research’, ‘improved competitiveness’, ‘cost savings’ and ‘marketing’.

· There was a range of benefits cited by the businesses who adopted broadband however, the two main and recurring “themes” were; improved business efficiency and customer service.

· Other specific benefits included: ‘better customer relationships’ (89%), ‘better knowledge of the business benefits of the Internet’ (65%), ‘collaboration with suppliers’ (52%), ‘access to wider markets’ (47%), ‘mobile working’ (47%), ‘access to online training’ (40%), ‘development of new products or services’ (37%), ‘staff training’ (34%), ‘development of new processes’ (31%) and ‘helped us to export’ (15%). 

· Interviews with programme stakeholders provided good case examples of specific benefits – see Appendix 2.  

3.5 Jobs Created/Safeguarded

· From the sample, compared with a project target of 40 new jobs (including 20 women, 2 ethnic and 2 disabled) 21 companies (36%) stated that broadband access had helped to create or safeguard jobs as a result of the intervention.

· The total number of jobs created or saved was estimated at being 19 for the online survey sample. 3 FTEs of these jobs (1 FT, 4 PT) were for ethnic minorities. 

· Extrapolating from the sample and based upon a total of 302 companies assisted, it appears that as many as 99 jobs may have been safeguarded or created as a result of broadband. 

· It is not unreasonable to surmise that the original project job targets were achieved and indeed most probably exceeded.

· Specific examples were quoted during the stakeholder interviews.



	4. Direct/Indirect Economic Impact: GDP and GVA

	From the available information, it is not possible to quantify the direct GVA / GDP impact the project may have had, however, the feedback received from the beneficiaries do provide a valuable insight into the business benefits adoption of broadband has had and thus some of the wider economic development impacts the programme has contributed to in the region.  

From an economic development perspective we have analysed these comments and what these might realistically mean in terms; Impact on; Infrastructure, Jobs Created/Saved, Service supply/demand capability and Business Competitiveness.

Infrastructure

· Supply side; improving upon this was one of the key aims of the programme. The conclusion is; local exchanges have been upgraded quicker than originally anticipated – addressing the “digital divide” [these exchanges have been high speed enabled]

· The program also sought to encourage the use of local ICT suppliers/service support companies mindful of the uptake, it is reasonable to conclude that the knowledge, skill and capacity of the local supply side have been enhanced. 

Jobs Created/Saved

· Though difficult to precisely quantify, participants were asked to comment on whether the adoption of broadband influenced directly (new job creation) or indirectly (jobs protected).  

· In terms of employment impact, and based upon the sample of participating companies interviewed, our conclusion is that a significant number of local jobs were created or saved as a result of the Programme and certainly the original programme targets appear to have been exceeded. See also section 3.5 for further detail.

Demand Stimulation

· Importantly, 22 (38%) thought it “unlikely” or, “would not have installed broadband” without the support provided by the intervention.

· Anecdotal feedback suggests that the programme raised not just business longer-term capability but wider awareness and appreciation of the business benefits this technology can offer.

· The vast majority of those interviewed were able to translate their experience of using broadband into tangible business benefits suggesting an improved understanding and awareness of the technology.

Business Competitiveness

· A significant amount of evidence was gathered to suggest that those who adopted broadband have, as a result, secured a number of efficiency and productivity benefits that have consequently improved wider business competitiveness.

· In most cases the improvement cited was mainly operational (process efficiency) in nature, however, a number of instances of enhanced customer service capability and working method improvements were also highlighted (Please also see Appendix 1 for example qualitative feedback)



	 5. Value for Money: Efficiency and Effectiveness

	· Overall, the Programme achieved or surpassed most of the targets set in terms of broadband availability, uptake, number of SMEs assisted, business use of broadband, business benefits and jobs created.

· In terms of value for money project spend was approximately £430,000, which directly supported 302 businesses equating to an average cost per business of £1,424. This is much lower than originally planned (900,000 for 225 businesses equating to an average cost of £4,000/business) 

· Though difficult to quantify the near term, direct local private sector spend leveraged is thought to be in the region of £184k.  If we include the likely spend (precise figures not available due to commercial sensitivities) of the telecommunication companies in upgrading the main exchanges, the leverage becomes 10 times the programme investment. It is probably fair to surmise that the original targets adjusted for a more compact programme, were met.  Please also see Appendix 4 for further detail. 

· The feedback received from the survey participants suggests a considerable uplift in their wider disposition to invest in ICT as a result of an overall positive experience with the programme which economic benefit will likely take many forms and be over a longer time frame.

· Perhaps the most significant impact is of a structural nature with all exchanges in the region now high speed enabled and accessible for the majority of the region’s business (and civic) population. 

· The intervention accelerated the latter result than would have been the case if left purely to market forces.  It is also doubtful that ubiquitous availability would have been achieved without the intervention.  

· Though there remains a lower than expected proportion of businesses accessing and maximising the use of broadband services we would conclude that the Broadband Programme overall represented good value for money and had a net positive economic impact on the Region. In arriving at this conclusion, we have taken adequate account of additionality and counterfactual aspects (Appendix 3) and consider there is evidence that the original, 50% of SMEs using broadband by end of 2006, target is likely to be achieved in time.




	6. Wider Impact

	Through the online survey a number of companies cited wider impact from their broadband connection and the broadband programme as a whole, this is detailed in Appendix 1.  

It includes the following areas of related ICT investment:

· Adoption of related technologies, including websites, EDI, Local Area Networks, Wireless Local Area Networks, online booking systems

· Security processes and procedures

· Online training

· Large data transfer

· Better customer service

· Remote working for staff and partners

· Always on internet

It also includes a range of responses related to why companies got involved in the programme in the first place; to provide:

· Broadband access

· Funding

· Faster Internet

· Technical capability – including online banking, market research, digital client data

· Better communications 



	7. Lessons Learned

	The main lessons that emerged from this programme based upon the online survey and interviews were as follows:   

· The importance of ‘local champions’ in raising awareness and enthusiasm

· The need to focus on business applications as well as connectivity issues

· The need to maintain equilibrium in demand and supply

· The need for Programme flexibility and adaptability to take account of dynamic changes in the technology environment.



	8. Current Market Failures

	· Market failure still exists within Dumfries and Galloway. Despite DSL connectivity for many businesses, low population density within D&G and relatively high supplier development costs per broadband customer as a result mean that faster connections and converged services look likely to be significantly delayed or unavailable for many businesses within the region. In addition, it is a finding of the report that businesses are not fully aware of the business benefits of a broadband internet connection, influencing levels of take-up and levels of benefit achieved. There is a requirement for additional information, education or detailed support to increase the benefits for businesses.  Some of the main issues are highlighted below and picked up in more detail in Section 6.0.  

· Despite 100% exchange enablement and a base of alternative broadband wireless and satellite providers, there is little prospect of competitive fast-broadband provision from LLU providers. At present only 6% of Scotland's 1070 exchanges are unbundled and it is unlikely that LLU providers will move to less densely populated areas, such as Dumfries and Galloway (D&G). 

· As the marketplace looks set to shift (at least to an extent) towards converged and feature rich applications it is no longer good enough that suppliers be able to just deliver fast and reliable broadband connections. They must also have the partnership strategy and vision to deliver the type of converged services becoming available across other parts of Scotland. With major ICT suppliers more likely to focus on densely populated areas first and foremost it appears unlikely that Dumfries & Galloway businesses will have access in the short or medium term to converged and feature rich services.            


All exchanges are now enabled covering a population of 69,800 households (based on ordinance survey data) and 6,238 businesses (BT wholesale phone lines). The figures below are based on % of these individuals and businesses in the region with a DSL connection (Figure 7).
Figure 7: Broadband Uptake through ADSL Exchanges

	Mar-04
	Jun-04
	Sep-04
	Dec-04
	Mar-05
	Jun-05
	Sep-05
	Dec-05
	Mar-06
	Jun-06

	2.8%
	3.6%
	5.2%
	7.3%
	10.6%
	12.9%
	18.6%
	24.0%
	28.4%
	29.3%


Source: BT

6.0
Conclusions and Recommendations

The current programme appears to have been successful in stimulating the demand for and the supply of broadband within the Dumfries and Galloway region. In many ways providing ADSL-enabled exchanges and alternative broadband solutions has been the first step in what should be viewed as a long-term strategy to providing affordable and efficient broadband connectivity. 

The marketplace for broadband is changing rapidly. There is greater competition for Local Loop Unbundling (LLU) across the UK, there is the potential of increasingly faster internet connections and more ‘riding’ on suppliers acquiring the broadband customer. The ARPU (Average revenue per User) for a broadband customer over the next few years will increase as it will take into account his or her consumption of rich media (interactive graphics and video), bundled communications packages - including VoIP, landline, mobile and video conferencing - Video on Demand, IPTV and Enhanced Digital Terrestrial Television (DTT) services. 

The direction the market is moving towards is perhaps illustrated through the recent collaborations between BT, Microsoft and Philips and the recent marketed services from BSkyB brought about by their acquisition of LLU company Easynet - both moves are designed to create mass-market consumer IPTV (internet protocol television) and enhanced DTT (Digital Terrestrial Television) services. The former involves a joint venture between market leaders i.e. Microsoft in IPTV software, BT in telecommunications and Philips in set top hardware. It is likely that more joint ventures of this type will occur over the next few years as suppliers fight for supremacy in a convergent marketplace. 

As the Next Generation Broadband marketplace develops, it is likely that more suppliers and bundled service variations will come on-stream - including services with a strong business focus, such as remote managed IT processes (or software as a service). Regardless of the details of any of the new services on offer, Next Generation Broadband will require faster broadband connections, the majority of which will be provided (despite the best intentions of pilot wireless and satellite projects) through DSL and user proximity to local exchanges as well as line quality.      

Digital Divide

Despite the availability of broadband, the reality is that there is no Local Loop Unbundling (LLU) programme within Dumfries and Galloway at present and only 6% of Scotland's 1070 exchanges are in fact unbundled. LLU is important to enable faster and more price competitive DSL broadband services to be provided for customers. It is unlikely that BT competitors, such as Bulldog, Easynet and Tiscali will move from their current strategy of unbundling the most densely populated areas - the majority of the 6% of unbundled exchanges are located in the Central Belt – to focus on more rural and less densely populated areas, such as Dumfries and Galloway (D&G). Furthermore, with arguably more businesses living further from exchanges in D&G than in other parts of the UK (this is an assumption due to the largely rural population) it could be argued that fast broadband may not be possible for a proportion of D&G businesses at all through current DSL technology.

Providing more remote businesses with alternative connections, such as fast wireless/satellite is one solution to availability, however, as the marketplace looks set to shift (at least to an extent) towards converged and feature rich applications it is no longer good enough that a local supplier be able to deliver a fast and reliable internet connection. They must also have the partnership strategy and vision to deliver the type of converged services available elsewhere. With major ICT suppliers more likely to focus on densely populated areas first and foremost, the 18 month to 2 year lag within Dumfries & Galloway in exchange enablement compared to more urban areas, may be repeated in the roll-out of converged and feature rich services. However, 2 years may appear a much longer lag time in the Next Generation Broadband marketplace.            

Digital Terrestrial Television and the anticipated switchover within the region, is thought by some to solve many of the 'digital divide' issues raised earlier. However, DTT is not a fully interactive medium and its purpose is fundamentally to broadcast - offering the potential for local and community-based programming. Broadband access for businesses will not be provided through this medium and enhanced and interactive DTT services will still require the presence of a fast broadband connection, most likely 4-8MB+ (whether through DSL or wireless/satellite). In many ways the switchover may indicate the potential of converged services for businesses and consumers without the prospect of availability in the short-term.   

Strategic Implications

There appears to be a digital divide / business competitiveness issue for companies in Dumfries and Galloway. For example, why should 'knowledge' companies remain or move to the area when they could be relatively disadvantaged in terms of broadband infrastructure? This is a point that may require to be raised within government at a regional, national and international level. Perhaps one solution is that suppliers are ‘chartered’ to provide urban and rural service coverage, the profits from one roll-out financing another. This may also require more demand-led initiatives in the short-term in order to indicate the commercial opportunities to suppliers e.g. registering interest in converged services, may be a facet of future intervention projects. 

Under the current circumstances it appears sensible that SE Dumfries and Galloway continues to build supplier sophistication in alternative broadband solutions, for example, this includes running pilot projects in mesh radio and lobbying Ofcom for community broadband spectrum, within the region. However, the end goal from this work must be wide-scale business benefit and therefore there must be a suitable business case for these projects (including an analysis of potential impact). Furthermore, a key consideration should be sustainability of the businesses that ultimately turn the pilot into commercial reality. This means engendering a vision of long-term and effective delivery of converged and feature-rich services. This may require much more than technology development and these suppliers should be encouraged to develop their business and partnerships appropriately for the Next Generation Broadband marketplace.     

It should be stated that despite the potential of the Next Generation Broadband marketplace and the issues this raises for the region, there are many businesses that are failing to achieve more than a base level of benefit from their broadband connection or simply not connecting to broadband. In this sense more can be done to highlight the business benefits. The success of the community champion programme suggests that this could be an important 'persuasive' channel to businesses. One-to-one support (where financially viable) may be the best means of highlighting the particular benefits for a business, moving the emphasis from the technology to, for example, the opportunities for customers of an online order processing system or for staff of a now affordable Local Area Network.           

Also, it should not be underestimated, the proportion of businesses that can currently access faster broadband connections. For example, of the 24% of businesses that have broadband in 2005 in Dumfries and Galloway 13% connected through ADSL (SEBS 2005). Based on BT figures for connection speed vs. distance from the exchange at a UK level, it is known that the majority - 12% of all companies in the region - will be able to get up to 2MB/s broadband (93% x 13%), 10% up to 4MB/s broadband (78% x 13%), 5% up to 6MB/s broadband (42% x 13%) and 3% up to 8MB/s broadband (25% x 13%). With the proportion of broadband connections likely to double in 2006 from levels in 2005 (this is supported by the enablement of more than half of the exchanges from 06/05 and trends indicated through BT ADSL connection statistics) the proportion within proximity of 2MB/s+ DSL broadband could grow to 24% of businesses in Dumfries and Galloway in 2006. Furthermore, the online survey conducted as part of this project suggested that 24% of respondents are thinking about getting a faster broadband connection. This suggests that businesses could use and could be open to targeted advice on how to get real business benefits from 2MB+ broadband connections.     

Finally, with only 5% of businesses 'touched' by this programme and 13% of businesses aware of the Local Enterprise Company (and their ability to offer e-business advice and support (SEBS, 2005)), it appears unlikely that awareness and advice can be provided to the majority of companies throughout the region by the LEC alone. A channel strategy which looks to involve major ICT suppliers, local ICT suppliers, community champions and local support organisations should be more effective at reaching a larger proportion of businesses and ensuring that business benefits and demand initiatives target the wider business population. 
Appendix 1

Online Survey Results 

Sample 

· 288 participant companies were e-mailed to take part in an online survey.  49 e-mails bounced back leaving a total sample of 239. 58 completed surveys were obtained representing a very satisfactory response rate of 24%.

· Survey respondents provided a representative sample of all companies in the area by sector and size.  Tourism (21%) and business services (21%) together accounted for 42% of total respondents followed by forestry (9%), construction (7%), retail and distribution (7%), food manufacturing (5%), and other manufacturing (5%).  In terms of size, 28% were single person businesses with a further 47% employing between 2 and 5 people, reflecting the very high number of micro-businesses in the region. The survey also included a number of larger companies with 14% employing more than 20 staff.

· Respondents tended to be the most senior person in the organisation i.e. owner, managing director etc. 

Programme Marketing and Promotion

· The survey highlighted very clearly the importance of local, personal relationships in programme marketing and promotion.  When asked ‘how did you first hear about the programme’, 28% responded ‘word of mouth’, 15% ‘community group/local champion’, 15% ‘local press’ and 13% ‘business adviser’.  By contrast, other channels were significantly les important in raising programme awareness – ‘broadband bus’ (4%), ‘seminars’ (4%), ‘leaflets’ (4%) and ‘direct mail’ (4%).

· This pattern changed in terms of accessing more detailed information about the programme. 64% of respondents stated that ‘brochures and leaflets’ and ‘business advisers’ were ‘essential, very important or important’ in this respect.  ‘Service providers’ were also a major source of additional information.

· The quality and usefulness of the information received was ranked very highly by most companies with 93% stating that it was ‘excellent, very good or good’.

Internet Connectivity

· Prior to the programme, the majority of respondents had a ‘dial-up’ connection to the Internet (89%).  Only 2% were not connected.

· It is clear that the programme had a major impact on respondents upgrading their level of Internet connectivity.  Currently, 63% have an ADSL connection, 28% wireless, 6% satellite and 10% others.  All of the companies are now connected using at least one type of broadband service.

· 66% of the companies surveyed stated that their current internet connection was installed using a financial incentive from the programme. In terms of the actual incentive received 35% received £100; 35% £300; 10% £1,000; and 4% £1,200. 8 respondents (or 14% of the sample) received a contribution but this wasn’t used to fund their current internet connection – suggesting they have upgraded without a further grant from Scottish Enterprise.    

· When asked, ‘would you have installed broadband without the programme’, 21% answered ‘yes’, 34% ‘possibly’ , 25% ‘unlikely’ and 17% ‘no’.

· In terms of installation, 40% ‘installed themselves’ with 49% receiving technical support.  There was significant variation in the level of satisfaction with the technical support provided, 16% ‘excellent’, 39% ‘very good’, 25% ‘good’, 16% ‘adequate’ and 4% ‘poor’.

· Satisfaction with the speed and reliability of their current Internet connection was very high – 17% ‘excellent’, 28% ‘very good’, 42% ‘good’, 9% ‘adequate’ with only 4% stating that it was ‘poor’.

· 26% of companies were planning to upgrade their Internet connection, 53% ‘no’ with 21% stating ‘don’t know’.

Business Use of the Internet

· 75% of respondents have their own web site with a further 4% having a site as part of a group site.  21% have no web presence.

· In terms of the importance of the Internet to their business, all of the companies stated it was ‘essential’ (38%), ‘very important’ (31%) or ‘important’ (31%).

· The most important ways in which respondents were using the Internet was to access business information and for e-mail.  100% and 98% of respondents stated that these were ‘important’ or ‘very important’ uses.  A further 86% stated that ‘market research’ was ‘important’ or ‘very important’, 72% stating that their web site was ‘important’ or ‘very important’. 

Impact 

· The survey highlighted a range of business benefits being derived from their broadband connection.  These included ‘efficiency/productivity improvements’, ‘business communications’, ‘customer service’ and ‘market research’ with over 80% of respondents stating that these were ‘very important’ or ‘important’ benefits.  Others included ‘improved competitiveness’, ‘cost savings’ and ‘marketing’ mentioned by over 60% as being ‘very important’ or ‘important’.

· A range of specific business benefits were mentioned as being derived from the programme as follows: ‘better customer relationships’ (89%), ‘better knowledge of the business benefits of the Internet’ (65%), ‘collaboration with suppliers’ (52%), ‘access to wider markets’ (47%), ‘mobile working’ (47%), ‘access to online training’ (40%), ‘develop new products or services’ (37%), ‘staff training’ (34%), ‘develop new processes’ (31%) and ‘helped us to export’ (15%) – percentages being the proportion of companies stating that this business benefit had been derived. 

· In terms of employment impact, 21 companies (36%) stated that broadband access had helped to create or safeguard jobs.  The total number of jobs created or saved was estimated at being 19.  3 FTEs of these jobs (1 FT, 4 PT) were for ethnic minorities.

Wider Impact

Improvement to IT Systems as a result of Broadband

Technology investment applied and considered: 

· About to set up web site 

· Am trying to learn how to improve my website and previously had no experience at all. 

· EDI 

· Local area network (internet, computers, printers) Much better protection against virus, spam, spyware, MS security patches etc, because there's no problem in downloading large files Considering VOIP 

· I would really like to upgrade my website but at the moment am not able financially but I think it would benefit my business a lot 

· Developed own web site which is maintained regularly. View at www.douglas-house.com Also developed a system of accepting credit dard details online (without attracting any charge) and additionally developed a system to display our availability online - this system is not a complete online booking system but does enable us to accept bookings online with the security of having captured credit card details. 

Customer Service / Internal capability

· It has meant that we can react to customer orders as soon as they are sent from client. 

· I now send and receive pdf files and photos for inclusion on these. These files are too large for normal dial up and I am now able to produce quality leaflets and publications without having to travel to printers and wait for proofs. 

· Training of many more staff than would have been possible otherwise - at a time convenient to the business. 

· I am now offering a service to customers to allow them to check their emails. We are also accessing tourist information for visitors. The improvements to customer service from this approach are widely appreciated, as this is a very rural area. 

Remote working and Communication

· Better communication with remote construction sites. Extensive use of laptops by onsite managers. Transfer of data by e-mail between company premises 

· Remote Working for Partners 

· Wireless router to share resources 

· Wireless LAN 

· Only reduced communications times 

· The ability to email documents/information rather then post it, with improved response times. Reduction in mail costs with the ability to send large files electronically 

· Working on improvements in mobile working. 

· This has been very useful for our organisation. It allows us to maintain our telephone contact whilst having to e-mail or use the net. It has been invaluable. We also used a local firm for installation and technical support which has proved to be very needed. 

About the Broadband Programme 

Reasons for becoming involved

Primarily Funding

· We are a voluntary service and don't have alot of money to put these service in. It has allowed us to become more efficient. 

· Connection speed, grant availability 

· Financial assistance 

· Finance 

· Funding for very expensive satellite broadband 

Primarily Access Speed 

· Required fast access to customers for software downloads 

· We wanted a quick and easy access to the internet - and to be able to have only one phone line in the office 

· Connection speed, grant availability 

· Seeking information on how to upgrade our existing Internet connection. 

· Need for a broadband connection 

· To get faster connection and not block up phone lines 

· Broadband is absolutely vital for all my work projects. All my teaching is now done online. 

· More and more companies provide information, products and services via their website. When large documents or installation programs needed to be downloaded it took a ridiculous amount of time. 

· In order to access the Internet faster and more efficiently and hence make our business more effective and efficient. 

· We wanted to get access to broadband facilities when our office moved to new premises. 

· Required faster internet than dial-up for business research and large file transfer (both business related and e.g. MS, Adobe and Norton software update) 

· Speed up access in a rural area and make life quicker and thus cheaper on the internet. 

· Speeding up the system, especially when sending images to publishers and customers abroad. 

· Current internet connection at that time was unreliable & slow I had been looking into broadband after recent exchange upgrades meant it was available. 

· I work with Principals in the south of England and virtually everything that I do requires fast internet access - hence my interest in obtaining a broadband link. Even now, because of my rural location my maximum broadband speed is 574 kbps - it would be nice if BT had any plans to improve this to 1 megabyte or better but I'm not holding my breath. 

· Faster download times/e-mailing documents. Very bad phone line. 

Primarily Technical Capability

· EDI 

· To increase my customer base, and to use the internet as a means of keeping up to date on legal and official matters 

· I NEED BROADBAND for business, to be competitive. All my competitors and clients are online all the time. Without broadband, I have to log on and off several times a day (at a high cost) so can't react instantly to requests for information, prices etc. 

· An excellent way of promoting my photography. 

· Website Updating and Customer Ordering 

· Speed of internet connection important for business, enabling me to send digital photos etc. 

· Perceived benefit to my business (and private life)in having access to Broadband internet facilities. 

· We used to live in London, & had come to rely on broadband as an essential business tool primarily for delivering digital data to clients. When we relocated, we had to revert to dial up/ISDN... 

· Needed more frequent access to research information and for e -trading (purchasing) 

· The Trust had an internet presence with a web-site but I could only access this either from home (personal costs) or at work where the single phone line made it impossible to sell things in the shop using a swipe terminal. I was constantly receiving both general enquiries but increasingly news and information from agencies and organisations which made this impossible without broadband 

· Faster connection enables us to do so much more quickly e.g. on line banking was painfully slow printing maps for distribution routes was almost impossible without broad band. Accessing marketing information is now viable - it used to be too slow to be of any value. 

Primarily Communications

· To improve communications with our business partners and between company premises. 

· To enhance communication both for myself and my guests 

· Internet and e-mail use 

· Enable me to use the internet and enhance my business 

· Speed of Communication 

· Internet is the main way to reach and contact prospective customers. 

· Because the programme offered a cost effective provision of an extra facility for customers and business. 

· To be more efficient in responding to bookings via email and also the improve our website 

· Broadband proving a useful tool for business 

· To get a broadband connection which I had lost upon moving from SE England to SW Scotland (a point overlooked before the move!) 

· Always on broadband means I did not have to tie up the phone line to use the internet. Having broadband has undoubtedly saved me money in the cost of lost business alone. 

· To build up company awareness in this selling field. To give customers a point of contact and to register interest in Arora, so helping us to build a database. To sell at full retail especially to overseas customers. 

· Improved communications with our members and the forest industry. I wanted to ensure that i had the tools for the job and to reduce cost and increase effectiveness 

Primarily Connectivity

· Wanted to promote so that we could get broadband here. 

· Needed better internet connection 

· Needed Broadband.  

Other comments about the Broadband Internet Programme 

· It's a while ago now, so it's not that easy to fill this out. I can no longer do my business without broadband, it's as simple as that. The internet programme greatly facilitated me to have these services at a time when BT had not upgraded the local exchange, and hence I could continue to work, and bring money into the local rural economy 

· The programme not only helped my business to upgrade to using broadband it helped to move BT towards providing broadband capability for our rural region and to help many other businesses. It was after this initiative that BT then announced that it would provide all its telephone exchanges with capabilities it should have been using in the mid 1980's when Plessey and GEC (my then employers) gave them the tools to do it! 

· Very helpful to me 

· Very helpful 

· Appreciate opportunity of assistance to install Broadband 

· A very useful part of the help i have received in my first year of business, allowing me to develop a more efficient & well informed business that would probably not have happened in the first year without the help received. 

· Wouldn't mind if the exchange was enabled for 8mbs

· From my point of view the programme was a complete waste of time as it didn't result in me getting a broadband connection. I just hope that Scottish Enterprise did not pay anything to Glenkens Broadband Ltd simply for me being signed up to a project that ultimately could not deliver any sort of service whatsoever to me. 

· Everyone should have broadband its brilliant. Please keep incentivising this. 

· Quite satisfied thank you 

· For businesses that can now get phone line broadband this will have been a waste of taxpayers money. More rural businesses will have benefited greatly. 

· Time cost constraints mean that opportunities are mainly self-taught and assimilated as required. Perhaps I don't understand all that IT could do for the situation or the cost benefits that might accrue. I have to be sure that the solutions are fit for purpose and not comparable to the Russian and US space pen solution! 

· Very efficiently administered by David Byers. 

Appendix 2

Stakeholder Interviews – Summary

(Note – this summary is based only on interviews with local champions)

In addition to the online participants survey reported above, a total of 14 stakeholder interviews were conducted.

The key issues addressed during the interviews included the following:

· Role and involvement in the programme.

· Views on marketing and promotion of the programme e.g. effectiveness and efficiency (value for money) of programme promotion; was the partnership model a success; lessons learned for future public/private initiatives etc. 

· Broadband installation and the speed/reliability of the service.

· Programme performance and impact measured against key target metrics including broadband availability and infrastructure, demand and take-up, business use of the Internet and business benefits derived etc; value for money; leverage; performance monitoring and tracking etc; lessons learned.

· Specific case examples of programme benefits.

· Additional comments and feedback.

Programme Role

Of the 14 interviews conducted, 8 were with ‘local champions’ reflecting the critical role they played in programme marketing and administration.  A further 3 interviews were conducted with ‘public sector’ stakeholders, including SOSEP; 2 suppliers; and the DG Programme Manager.

A concise summary of key points made during the interviews is presented below.

Programme Marketing and Promotion

· Most of the ‘local champions’ were approached direct by SEDG to perform this role.  Their knowledge of the local community and strength of the relationship they had with local businesses were key issues in this respect.

· Their role was to market, promote and administer the programme locally ensuring that agreed targets were achieved in terms of broadband registrations.

· A wide variety of channels were used to promote the Programme including public meetings, online, newsletters, posters, direct mailings, local press, leaflets etc.   

· Initial responses varied by area but in most there was a degree of apathy and resistance that had to be overcome (‘how can we get broadband when we cant even get Channel 5’; ‘what can this do for my business’).

· Despite this, all areas achieved or exceeded their target numbers within a reasonable timescale.

· The role played by ‘local champions’ was critical in this respect.  Their enthusiasm, proactive promotion of the programme, local business contacts and relationships were…to the success of the awareness campaign.  They provided a level of trust and reassurance to local businesses many of who were…of the Internet and broadband.  In one community, the ‘local champion’ visited ‘on foot’ all 70 businesses in the area to get them to register.

· All ‘local champions’ were very complimentary about the SEDG Programme Manager stating that this project would not have happened without his commitment and enthusiasm. 

Broadband Installation, Speed and Reliability

· All ‘local champions’ expressed a very high level of satisfaction with the speed and reliability of the service whether ADSL, wireless or satellite.

· There had been some initial ‘teething’ problems with wireless and satellite solutions but these had quickly been overcome. 

Programme Performance and Impact

· There was a general consensus that the programme had been successful and that value for money had been delivered.

· Without the programme the region would have waited too long for broadband. 

· Companies who now had broadband access were beginning to see some real business benefits and numerous case examples were quoted – see later.

· Evidence that significant number of jobs had been created or saved.

· A related benefit was that the availability of broadband had resulted in a number of professional and retired people moving into the area. 

· Some disappointment was expressed that the level of local business uptake of broadband had not been higher – failure to grow number of businesses – some still don’t get it – in one area only 11 out of 50 local businesses had signed up.

Case Examples

Stakeholder interviews provided very good case examples of specific benefits being derived.

Location 1

· Three businesses were going to leave the area due to the lack of availability of broadband.  

· The local hotel has been ‘transformed’ as a consequence of broadband, which is now available in guest rooms.  This had led to a significant increase in occupancy by ‘business travellers’. The hotel now proactively markets itself on the web and an increasing proportion of bookings are now taken online.  The number of employees has increased from 4 to 14.  

· The local photographer has benefited significantly as he no longer needs to travel into Dumfries to send files. 

· The local Golf course has experienced a 220 per cent increase in bookings mainly as a consequence of its real time online tee reservation system – this against a downward trend nationally. 

· The interviewee feels that a number of local companies have stayed in business as a consequence of broadband availability.

· An added benefit has been the increase in home workers and incoming professionals/ retired people into the area.

Location 2

· No major visible benefits but some online shops and all benefiting from e-mail.

Location 3

· A number of very good examples of real business benefit being derived.  These have been captured on a promotional DVD and include: a local food processing company who required broadband to supply Tesco’s and other big suppliers; a small solicitor for sending complex housing forms; a local manufacturing company who depend on e-mail file transfers (a labelling company); the local printing company who depend on e-mail for sending work electronically.

· “Overall the programme has delivered real value for money.  As a community we were not going to get broadband quickly enough.  The Programme moved it along much more quickly”.

Location 4

· Examples of local businesses benefiting include the local graphic design company to keep costs down – they couldn’t manage without it e.g. file transfer; the local tech shop; and some construction businesses.

Location 5

· Local insurance company who need to communicate with the HQs in real time; and accommodation providers through web marketing and e-mail
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Counterfactual Factors Assessment

Key Points & Observations

(Source: - Interviews & Online Questionnaire)

General

· Broadband benefits for businesses are well known and it is reasonable to assume that businesses with broadband will increase efficiency and communications. This is more robustly substantiated through the Scottish e-Business Survey (2005) for the Dumfries and Galloway (D&G) region.

· Participants feedback on the D&G programme highlighted a series of accrued benefits many of which were to an extent intangible and thus financially unquantifiable (See also body of main report for further detail) overall the programme did not appear to provide additional business benefit beyond those benefits reasonably attributed to broadband access.

· Further to the latter point, there is little doubt that resolving the wider infrastructure failing has in many cases increased general business competitiveness. (Substantiated by the feedback received regarding improved productivity, efficiency and to a lesser extent customer service) 

· From the study we noted that 22 recipients said it is “unlikely” or, that they “would not have” installed broadband without the scheme. 

· On the otherhand almost half of respondents (28) stated that they “would/would possibly have” adopted broadband in any event.  It seems likely that this is a real statement of intention as we know that many more unsupported businesses took up broadband within the region - 5% of businesses were supported through the scheme but 24% of businesses had broadband by June 2005 (SEBS, 2005)

Conclusions

From the results of the online survey, it appears that the programme did give many companies access to broadband that might not otherwise have had such access.  In this sense, the programme provided business benefits to local businesses that might not otherwise have happened or may not have been accessible for a delayed period of time.  

Whether or not ubiquitous broadband access would have happened without the intervention is arguable however, there seems little doubt that as a minimum the intervention accelerated wider region enablement (and thus the ability of local businesses to gain benefit) than would have been the case if matters had been left to market forces alone.

Appendix 4 

Leverage Summary

Based upon the information provided by Scottish Enterprise Dumfries and Galloway, the following levels of private leverage have been calculated:

· A total private leverage figure of £184,254 has been calculated (excluding the impact on Main Exchange enablement). 302 businesses were provided grant incentives with a total LEC contribution of £180,718. Assuming a 50% public-private contribution this equates to £180,718 private leverage. In addition, 22 businesses were assisted in the Stranraer pilot with a total project cost of £8,636 and a LEC contribution of £5,100. The private contribution was £3,536 in this instance. 

· The original project had a target of £760,000 private sector leverage from a programme investment of £900,000.  The overall project spend was however commuted to £430,000 (47% of original amount).  If the target leverage figure was reduced similarly this would equate to £357,200.

· Excluding any figure for Main Exchange enablement Private Sector leverage was £184K against target of £357K (or 52% of target).

· When Main Exchange private sector investment is included, this provides a leverage figure of £3.5m based on the enablement of 7 Main Exchanges. This leverage figure becomes positive and more than 8 times the programme cost*. 

· The question of Main Exchange enablement is covered within the report – i.e. whether this happened quicker and whether without the intervention we would have had 100% coverage (92 exchanges in total).

· The above would suggest that the “leverage” targets for the programme have been met and exceeded.

Other Notes and Assumptions

The above figures do not include any indirect investment made by the beneficiaries e.g. purchase of a new lap top to take advantage of mobile working, new software applications investment on any ASP (Collaborative packages, CRM, Hosted Intranets etc) type services.

The figures also exclude additional “running” costs /investment of those businesses that will have incurred as a result of upgrading from Dial-up access to ADSL (monthly rental fee).

* Figures for the true cost of Telecommunication Companies enabling exchanges are commercially sensitive and were not available.  We do understand however that a figure somewhere in the region of £500,000-£1million pounds per exchange is not unrealistic.  For evaluation purposes we have used the lower estimate of £500,000 and only cited the triggered exchanges prior to BT’s own change of strategy. 

Appendix 5

Counterfactual Tabular Results

(Source: - Interviews, Online Questionnaire and Scottish E-Business Survey 2005)

	
	% with internet in D&G but not broadband (2005)
	% with in D&G broadband (2005)

	Some benefit from e-business
	81%
	91%

	In particular…
	 
	 

	 Increased efficiency
	52%
	69%

	 Better access to information
	27%
	39%

	 Improved communication with customers or suppliers
	18%
	26%

	 Reduced costs
	4%
	9%

	 Increased turnover
	7%
	9%

	 More competitive organisation
	3%
	8%

	 Improved communication with staff
	2%
	7%

	 Increased marketshare
	2%
	5%

	 Increased responsiveness to customers
	4%
	4%

	 Increased profits
	1%
	4%

	 Improved quality of products and services
	1%
	3%

	 Fundamental to business
	2%
	2%

	 Improved delivery time to customers
	1%
	2%

	 Remote access
	1%
	2%


Source: SEBS, 2005

	Also, broadband connecting businesses in D&G suggest that broadband allows them to do things faster, use the phone at the same time, to transfer larger files, and to make greater use of the web and internet, amongst other benefits. 
	
	

	
	% with internet in D&G but not broadband (2005)
	% with in D&G broadband (2005)

	
	
	

	 Does things faster
	 
	97%

	 Use phone and internet at the same time/doesn't tie-up phone line / always on - no need to dial up
	 
	27%

	 Larger file transfer
	 
	13%

	 Greater use of web / internet
	 
	6%

	 Remote working
	 
	4%

	 Greater use of email
	 
	4%

	 Access to remote software
	 
	2%

	 More online buying
	 
	2%

	 More online selling
	 
	2%

	 Use of e-learning
	 
	1%

	 Cheaper
	 
	1%


Source: SEBS, 2005

	At the time, is it likely that you would have installed broadband without the support provided under the Programme?
	Total

	Yes
	11

	Possibly
	17

	Unlikely
	13

	No
	9

	Don't know
	2

	(blank)
	6

	Grand Total
	58


Source: Online Survey

1 Please also see Appendix 5 


� See Also Appendix 3
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