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Superfast Cornwall Eval uation Fi

Executive Summary
1. Introduction

The Next Generation Broadband (NGB) Infrastructure project, known as Superfast
Cornwall, had an initial target to make fast, fibre based broadband available to at
least 80% of homes and businesses in Cornwall T this was subsequently extended to
95% of premises by the end of March 2015. A total of £53.5m of funding was
provided by the European Regional Development Fund (ERDF) in the roll out of the
project, making it the largest single Convergence investment, while an additional
£78.5m was invested by BT. The project aimed to have a real economic
transformation and leave a long term legacy for Cornwall and the Isles of Scilly.

The evaluation of the Superfast Cornwal |l prc
Evaluation Manager. A team led by SERIO and including experts from across

Plymouth University, in collaboration with Buckman Associates, was commissioned

to provide objective external expertise to ensure that the evaluation is objective and

transparent, and reflects best evaluation practice. The evaluation was undertaken

using a range of different methods including:

Omnibus Business A random telephone survey with 460 businesses that had connected to
Survey superfast broadband for 12 months or longer.

Longitudinal A follow-up survey with 50 businesses, identified through the omnibus, to
Business Survey enable tracking in changes of business use and benefits over time.
Counterfactual A telephone survey with a random sample of 411 businesses that had not
Business Survey connected to superfast broadband in Cornwall.

Business Take-up A random telephone survey of businesses taking place at the end of the roll
Survey out period to establish take up.

A quarterly telephone survey with a random sample of 887 consumers (468
that had been connected for 6 months or more, and 419 that had not
upgraded to superfast) to establish the social and economic impacts of
superfast broadband.

Consumer Survey

Stakeholder A total of 64 interviews held with Cornish stakeholders to explore

Interviews perceptions of the project and its impact.

Counterfactual Interviews with seven stakeholders in three comparator areas (Devon, North
Stakeholder i . . .

Interviews Yorkshire, and Lincolnshire) to inform the assessment of the counterfactual.

One of the factors that differentiates this research from some other comparable
studies is the assessment of the counterfactual. This allowed the researchers to
assess what would have happened in similar economies with similar baseline levels
of coverage but without the level of investment that Cornwall and the Isles of Scilly
has received. In other words, the assessment of the counterfactual enabled the study
to attribute change in the Cornish economy to the Superfast Cornwall programme.

This report, delivered by the external evaluation team, provides a robust assessment
of impact based upon an extensive body of primary research that yielded high
response rates from participants. As such, the reader should have confidence that
the data presented represents a true reflection of actual impact.
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2. Strategic Context

The economic, social and environmental benefits of NGB have been cited previously
in a number of research studies. It is therefore not surprising that developing NGB
infrastructure has become a key priority for policy-makers both in the UK and
el sewhere. The focus of the EUG6s O0Digital Ag
digitalmar ket 06 may enabl e t€fuheriutdide thé bighispeed s e s
their connections and develop new export opportunities. Similarly, the new focus on
public sector innovation, eHealth and cloud computing may provide opportunities for
further investment in Cornwall.

Conversely the focus of the EU on higher internet speeds and mobile infrastructure
underlines both the need for Cornwall and the Isles of Scilly to continue to develop its
digital infrastructure, and for it to maximise its competitive advantage before other
areas obtain the same level of connectivity.

3. Infrastructure Roll-out and Take-up

The original project target, for superfast broadband to be available to 80% of the
253,000 premises in Cornwall by the end of 2014, was extended to 95% of premises
due to efficiency gains and high take-up®. Data from BT shows that by March 2015
this extended target had been exceeded with a total of 241,000 premises having
been passed?®. This gives the county the second best coverage, after Japan, of the
13 cosmparator areas assessed by Analysys Mason in their 2015 Benchmarking
report”.

As the roll-out has progressed, take-up has steadily increased and reached 66,537
connected premises in June 2015. While precise figures for the number of
businesses connected is not available, estimates derived from the March 2015 take-
up rate for premises overall, alongside ONS data, suggests that a total of 12,104
businesses were connected as of March 2015.

4, Business Benefits

Findings from the business omnibus and counterfactual surveys suggest that
connected businesses have exploited superfast to enhance their usage of the
internet. Usage amongst connected businesses was higher than for non-connected
businesses for a range of pre-specified internet functions (such as cloud computing,
and video conferencing). Furthermore a majority of connected businesses reported
an increase in usage of each function since upgrading to superfast.

! NB: The 253,000 premises was a baseline contract figure that excluded the area of Saltash (which was out of
scope due to the presence of a second infrastructure in Virgin Media) and any new builds that came on-line since
the start of the programme in 2010 (approximately 2,200 per annum).

2 NB: The final coverage figure is expected to be 258,000 in June 2015.

8 Analysys Mason was commissioned by CDC to conduct a benchmarking analysis of the anticipated Superfast
Cornwall network in March 2015 against 12 comparator areas. Ref: Analysys Mason (2015) Benchmarking the
Superfast Cornwall Landing Point.
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Approximately four in every five connected businesses (79.1%) perceived superfast
to be beneficial overall. Key findings indicated that:

Superfast broadband had: ‘ FETEEERE 0]

Respondents
Saved the business time and/or money 79%
Allowed employees to work remotely and/or more efficiently from home 71%
Enabled the business to work in new and different ways 56%
Allowed the business to grow 56%
Helped the business to develop new goods and services 47%

In addition, 49% of businesses indicated that superfast had helped them to generate
new sales or access new markets and, of these, nearly two thirds (62.3%) indicated
that these markets were national or international. Several stakeholders were also
able to point to cases where superfast had been used by Cornish businesses to
access international markets.

LIZARD
VILLAGE
2012

TOKYO
190 milli-seconds

LONDON

25 milli-seconds

- OP>pTMIMUOUVC®

Photo:Super fast Coposwadl I 6sign
5. Economic Benefits

Superfast appears to have brought considerable economic advantages to connected
businesses. Average turnover rose by an estimated £90,848 per connected
business compared to just £20,922 amongst non-connected businesses over
the last two financial years. Similarly average gross job creation amongst the
connected businesses was 0.63 FTE compared to just 0.45 amongst non-connected
businesses.

SERIO iii
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Table i displays estimates for overall economic impact derived from the business
omnibus and consumer surveys. This includes calculations of:

1 Gross Increase: The overall increase in Gross Value Added (GVA) and jobs
amongst connected businesses;

1 Attributable Increase/Safeguarded: The increase in (or safeguarding of)
GVA and jobs amongst connected businesses or business start-ups which is
attributed to the Superfast Cornwall project (i.e. it would not have happened
without the project); and,

1 Net Increase: The increase in (or safeguarding of) GVA and jobs amongst
connected businesses or business start-ups which is attributed to superfast
after both negative (displacement) and positive (the multiplier) impacts on
other businesses in Cornwall are taken into account®.

NB: GVA is calculated through converting each job created or safeguarded into GVA using the
average GVA per FTE figure for businesses in Cornwall within the sector the job is based in. This
means that it excludes any GVA as a result of productivity gains where businesses do not increase
their FTE headcount. Conversely where a business does increase its employment the assumption is
that there is no change in productivity per FTE.

Within this framework, estimates were calculated for the following groups of
businesses and associated timelines®: All established businesses connected to
superfast for 12 months or more; all established businesses connected; all business
start-ups connected to superfast for 12 months or more; and all business start-ups
connected.

Based on the assumption that the sectoral take-up of superfast broadband in the
omnibus survey reflects that of the 5,905 businesses connected for 12 months or
more®, an estimated 1,079 new net FTE positions were attributable to superfast.
This equates to £61.3m in net GVA.

Superfast also played an important role in encouraging business start-ups. Of the
468 consumer survey respondents, 9.6% (45) had set-up a business, of whom 12
indicated that superfast had influenced them to do this (including seven start-ups). In
addition 7.1% (33) indicated that another household member had set-up a business.
Based on the assumption that these findings on start-ups reflect the trends amongst
wider population of 43,301 households connected for over 12 months, an estimated
946 net FTE can be attributed to superfast, equating to £30.5m of net GVA. All
key estimates for economic impact are included in Tables i and ii.

* See Section 5.3.7 of the main report for more information on how this is calculated. The net figures do not
include an adjustment for leakage as this is already factored into the gross figures, while substitution is not
considered applicable.

5 Given that it takes time for superfast to make an impact on business performance the figures for businesses
connected for 12 months or more provide the best indication of impact at the time of reporting. However as it is
likely that newly connected businesses will report similar levels of impact in the future, the figures for all
businesses connected provide a useful indication of what the overall impact of superfast is likely to be 12 months
from the time of the report.

® This figure is based on the estimated number of business premises connected (assumed to be 12% of the
49,206 connections) at June 2014. In contrast, the estimate for total businesses connected accounts for the
number of Cornish businesses (including businesses based at home), that are unregistered. The figures for FTE
and GVA created through business start-ups are grossed up to the number of households connected for over 12
months to reflect the fact that these are not yet established businesses.
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Combining the net figures from established businesses with those from business
start-ups, an estimated 2,025 net FTE in total can be attributed to superfast,
eqguating to £91.8m in net GVA.

Table i: Economic Impact of Superfast in Terms of Jobs and GVA (June 2015)

Connected Established Businesses Jobs (FTE) GVA
Gross Increase amongst Connected Businesses 3,727 £131,168,605
Attributable Increase amongst Connected Businesses 1,072 £60,906,165
Net Increase amongst Connected Businesses 1,079 £61,286,829
Attributable Safeguarded amongst Connected Businesses’ 2,452 £93,707,526
Net Safeguarded amongst Connected Businesses 2,468 £94,293,198
Business Start-ups Jobs (FTE) GVA
Attributable Increase through Business Start-Ups 940 £30,339,485
Net Increase through Business Start-Ups 946 £30,529,107
Combined Total Jobs (FTE) GVA
Gross Total Increase® 4,666 £161,508,090
Net Increase 2,025 £91,815,935

Table ii: Projected Economic Impact of Superfast in Terms of Jobs and GVA (by June 2016)

Connected Established Businesses Jobs (FTE) GVA
Gross Increase amongst Connected Businesses 5,039 £177,367,912
Attributable Increase amongst Connected Businesses 1,450 £82,358,117
Net Increase amongst Connected Businesses 1,459 £82,872,856
Attributable Safeguarded amongst Connected Businesses’ 3,316 £126,712,548
Net Safeguarded amongst Connected Businesses 3,337 £127,504,502
Business Start-ups Jobs (FTE) GVA
Attributable Increase through Business Start-Ups 1,271 £41,025,450
Net Increase through Business Start-Ups 1,279 £41,281,859
Combined Total Jobs (FTE) GVA
Gross Total Increase® 6,310 £218,393,362
Net Increase 2,738 £124,154,715

Data collected from other sources revealed that superfast has also made an
economic impact in other ways besides jobs and turnover growth. The longitudinal
business survey found that productivity (as measured by GVA per FTE) increased by
30% amongst the 22 businesses providing data, since they upgraded to superfast. In
addition, both the longitudinal business, and the stakeholder surveys point to the role
of superfast in helping to encourage some businesses to relocate to Cornwall. This is
exemplified by the experience of KEO Digital.

" Jobs and GVA figures for start-ups were only recorded where a respondent was influenced by superfast to set-
up a business as opposed to whether they already had superfast at the point of setting-up the business.
Consequently gross figures are not recorded for business start-ups. Similarly no safeguarded figures are
recorded as safeguarding is not applicable in the case of businesses set-up under the influence of the project.

8 As there is no gross figure for business start-ups (see footnote 7) figures for gross jobs and GVA creation are
based on combining the pure gross figures from the business omnibus survey with the attributable figures for the
business start-ups.

® NB: This is based on the total number of connections at June 2015. This assumes that none of these
businesses will disconnect from superfast within the next twelve months.
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KEO digital is the multi award-winning team
behind River Cottage, Fish Fight, Chicken
Out!, Landshare, energyshare, and
crowdfunder.co.uk. Across the KEO family,
there are over 2 million registered users, whilst
over 50 million people watched a KEO films
programme last year.

In November 2012 KEO digital moved the
digital production arm of its business from
London and Bridport to Newquay to create a
new innovation hub. Superfast broadband was
one of the factors that facilitated the move to Cornwall. Communications Manager Jess Ratty says:
"As a digital business, superfast connectivity is vital to us. The fact that superfast broadband was in
Newquay was an important factor in the decision to relocate to Cornwall. We simply could not run our
digital business effectively without superfast connectivity. Because superfast broadband is available
to us in Cornwall, we can now run a world class digital business here and all enjoy the benefits of
living and working in such a beautif u | and inspirati onavemberolB)t yo (

6. Cross-cutting Themes

As with the businesses, levels of internet usage amongst the fibre connected
households were higher than for non-fibre connected households across a range of
internet functions, encompassing e-government, education, retail, health and
entertainment. However a majority of connected respondents had used each internet
function under investigation before upgrading to superfast, suggesting that the
project has not had quite as much of an impact on consumer behaviour as it has had
on businesses.

Research by BT found that the carbon abatement potential of the project far
outweighs the carbon impact, suggesting that it has the potential to bring
considerable environmental benefits. In addition, the longitudinal business survey
found a reduction in business travel amongst some businesses after upgrading,
whilst the consumer survey found that superfast was an important factor in the
decision of some participants to work from home more.

7. Strategic Added Value

Feedback from the stakeholder survey suggests that the project has performed a key
leadership role in such areas as influencing the roll-out of superfast broadband
nationally, and informing the policy of the Cornwall and Isles of Scilly Local Enterprise
Partnership. The project has also helped lever additional investments in digital
inclusion work (the Get IT Together and Inspiring Work project), and research
development (the Superfast Cornwall labs). However, whilst Superfast Cornwall was
able to develop links with other business support projects, the absence of broader
coordination of business support in Cornwall prevented deeper synergies.
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The successful roll out of superfast broadband enabled the development of the
O0Superfast B u s BusieresssSup@ant rprogvaanimé (SFBC). This ERDF
funded programme provided a small cohort of 30 high growth businesses with
intensive support to maximise the opportunities presented by Superfast Broadband
and its technologies. Participating businesses were provided with intensive support
and grant funding to develop and implement a transformational ICT project.

Conclusions and Recommendations

This report, which marks the culmination of the evaluation of the largest single
European investment in superfast broadband, shows how Cornwall has taken a lead
in the roll-out of superfast broadband in a predominantly rural area. This section of
the Executive Summary summarises the performance of the project against its
targets and makes recommendations for consideration by CDC and relevant
stakeholders. NB: These are expanded upon in the main body of the report.

Performance Against Targets

Table iii outlines the achievements of the project against its targets. As shown, the
project has overachieved against its targets in terms of businesses connected, gross
increases in jobs and GVA, and GVA safeguarded. This demonstrates that as well as
exceeding its target for coverage, the project has also made a positive contribution to
business growth and job creation. These impacts are especially noteworthy given
that the roll-out of the project occurred in an economic context where survival, as
opposed to growth, was still the primary focus for many businesses.

Table iii: Project Targets and Achievements (June 2015)

Businesses benefitting from upgraded ICT infrastructure 10,000 12,104 121%
Businesses with improved performance (GVA)* 6,000 4,686 78%
Gross increase of jobs® 4,000 4,666 117%
Net additional increase in jobs* 2,835 2,025 71%
Net jobs safeguarded* 2,000 2,468 123%
Gross increase in GVA* £140.0m £161.5m 115%
Net additional GVA* £99.2m £91.8m 93%
Net additional safeguarded GVA" £70.0m £94.3m 135%

These estimates are based on the number of premises connected for 12 months or more at June 2015.

Whilst the project has not yet reached its targets in terms of net jobs and GVA
created, and businesses with improved performancelo, estimates based on the
number of businesses connected at June 2015 suggests that it will more than
surpass these targets within the next 12 months (see Table iv). The one exception to
this is net additional jobs, which is projected to reach 97% of target by June 2016™.

1 The figure for businesses with improved performance was estimated from the proportion (%) of businesses
indicating that superfast had saved them time and or money (see page ii). This assumes that a business saving
time/money will be demonstrating improved performance which will in turn result in improved GVA. The
methodology used for calculating GVA was based on increases in employment/safeguarded jobs and was not
sufficiently granular as to be able to pick up marginal GVA improvements likely to be seen from businesses
saving time or money. Therefore it has not been possible to confirm that businesses saving time/money have

also achieved GVA improvements.

" These estimates assume that there are no overall differences between the businesses which connected to

superfast in the last 12 months and those that had upgraded to superfast prior to that point.

SERIO
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Table iv: Project Targets and Projected Achievements (by June 2016)

Businesses benefitting from upgraded ICT infrastructure” 10,000 - -

Businesses with improved performance (GVA)2 6,000 6,337 106%
Gross increase of jobs® 4,000 6,310 158%
Net additional increase in jobs” 2,835 2,738 97%
Net Jobs safeguarded” 2,000 3,337 167%
Gross increase in GVA® £140.0m £218.4m 156%
Net additional GVA® £99.2m £124.2m 125%
Net additional safeguarded GVA® £70.0m £127.5m 182%

!Estimates for this objective are based on ONS Business Demography which is updated annually. Consequently
no projected figure is available.
2These estimates are based on all premises connected at June 2015.

Recommendations
Infrastructure Improvements

Whilst much of the focus of future policy needs to be on capitalising on the existing
infrastructure, we recommend that policy-makers also consider potential
improvements, where needed, both to enhance the equitability of provision,
and to ensure that the county continues to have cutting edge technology.

Accomplishing Full Coverage

It will be important to ensure that coverage is rolled-out to the remaining 5% of
premises that are not able to connect to fibre broadband (and the estimated 11%
who are not connected to 24+ Mbps superfast). This process is likely to be
particularly challenging logistically and it will therefore be important to consider the
feedback of some stakeholders regarding the management of expectations.
Consequently it is recommended that continued efforts are made to ensure that
residents, businesses and stakeholders are kept fully informed regarding the
movement toward additional coverage and provided with realistic timescales.

Improving Take-Up

It is recommended that work, in collaboration with the internet service providers,
continues to ensure that consumers and businesses are increasingly aware that
they can connect to superfast or, if there are localised coverage issues, why they
cannot. In addition it is recommended that the LEP and business support
organisations consider approaches to highlight the potential benefits that
superfast can provide to businesses outside the digital sector.

Business Support

Whilst the findings present a promising picture of business use, future efforts to
encourage businesses to capitalise on their superfast connections could be useful.
Given the challenges of developing synergies between the project and other
business support providers, it is recommended that the LEP and CDC consider how
existing and future business support services can best utilise superfast as a
tool for business improvement. This should be part of a broader effort to
strengthen the coordination of business support in the county.

SERIO
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Photo:

Inward Investment

Inward investment provides an important means of capitalising on the superfast
infrastructure. It is therefore recommended that the work already undertaken by
Invest in Cornwall to utilise superfast to help encourage inward investment is
continued. However, as some stakeholders have pointed out, superfast can only
form part of a package of potential inducements for businesses to relocate.

Digital Inclusion

In light of the value placed on it by stakeholders, and in the context of the increased
digitisation of government services it will important to continue the digital inclusion
work undertaken through superfast. We understand that partners have
highlighted this as part of the next EU Programme and we recommend that
funding is provided for such a project.

BT Openreach engineer in Zelah, Cornwall
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1.

11

Introduction

Background to the Research

In 2010, BIS and DCMS set out an ambition for the UK to have the best superfast
broadband network and connected society in Europe by 2015. To achieve this, the
UK Government, through Broadband Delivery UK (BDUK), allocated £530 million to
the roll out of high-speed broadband in rural communities and £150 million for an
Urban Broadband Fuoadnhectedéatetibssper

In total, Government, Local Authority, and European Union funding combined has
now invested over £1.7billion to extend superfast coverage to 95% of premises in the
UK by the end of 2017. Recent figures, published by DCMS in February 2015,
indicate that the project had extended superfast broadband to more than 2 million
homes and businesses and was on course to meet the 2017 target.

In Cornwall and the lIsles of Scilly, funding for the ICT infrastructure has not come
from BDUK, but the Convergence Project and its private sector investment partner.
The Next Generation Broadband Infrastructure project, known as Superfast Cornwall,
is funded by a £78.5m investment by BT as well as a £53.5m European Regional
Development Fund (ERDF) contribution (total project value £132m), making it the
largest single Convergence investment.

The project ran just four years after a previous long-term ERDF investment in

broadband between 2001 and 2007 6Act nowd, t he-privaté 6s fir

broadband partnership, brought broadband coverage from almost 0% to 99% as well
as bringing an estimated £80 million to the economy of Cornwall and the Isles of
Scilly.

Despite significant EU and UK investment in Actnow, the Cornish economy was
identified as requiringé6 cat al yti c and transformatio
towards being a knowledge based economy (Convergence Operational Project for
Cornwall, 2007). At this time, investment in digital infrastructure in particular was
identified as an important mechanism through which the negative effect of the
peripheral economy on productivity could be addressed. The roll out of superfast
broadband on this scale was therefore considered to support the economic priorities
for the county.

Compared with BDUK investments in other parts of the country, the Convergence
funded Superfast Cornwall project is unigue for three reasons:

1 Investment: The largest single European investment in superfast broadband;

9 Scale: The worl dés |l argest r ur al broadbaada
(although the Highlands and Islands may yet catch up); and

1 Penetration: The largest number of Fibre to the Premises (FTTP) covered in
the UK.

12 Actnow was a non-profit partnership that aimed to promote economic development in Cornwall and the Isles of
Scilly through the use of broadband and ICT. It was led by Cornwall Enterprise and funded by the EU through
Objective One and spearheaded the development of broadband in Cornwall. ERDF funding investment for
Actnow totalled £8.2m.

SERIO
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1.2 Project Aims

Superfast Cornwall aims to leave a real economic transformation and long term
legacy for Cornwall and the Isles of Scilly making it one of the best connected
locations in the world. It had an initial target to make fast, fibre based broadband
available to at least 80% of homes and businesses in Cornwall - this was
subsequently extended to 95% of premises by the end of March 2015. More
specifically, Superfast Cornwall was contracted to deliver the following outputs and

results:

Tablel: Superfast Cornwall 6s Target Outputs
Businesses benefitting from upgraded ICT infrastructure 10,000
Businesses with improved performance (GVA) 6,000
Gross increase of jobs 4,000
Net additional increase in jobs 2,835
Jobs safeguarded 2,000
Gross increase in GVA £140.0m
Net additional GVA £99.2m
Net additional safeguarded GVA £70.0m

Source: Cornwall Development Company

Running parallel to Superfast Cornwall, the Delivery Management Team project was
led by Cornwall Development Company (CDC) and funded through the ERDF
(£3.3m) and Cornwall Council (E1m). As outlined in Appendix A, the Delivery project
encompassed fourteen different workstreams including driving the uptake of
superfast broadband by businesses, contract management of BT, and the EU cross-
cutting themes: Environmental Sustainability, and Equality and Diversity. The project
also made allowance for ongoing evaluation and research activity, which forms the
focus of this report.

1.3 The Evaluation Approach

The evaluation of the Superfast Cornwall project was| ed by CDQCband Resear
Evaluation Manager and aimedt o ensure that the projectods g
underpin its work. A team led by SERIO and including experts from across Plymouth

University, in collaboration with Buckman Associates, was commissioned to provide

objective external expertise to ensure that the evaluation is objective and

transparent, and reflects best evaluation practice.

As described in detail in the baseline report, a Monitoring and Evaluation plan was
prepared in the early stages of the project and specified the indicators to be used and
the methods for their data collection. The logic chain underpinning this plan is
reproduced here as Figure One for information.

The baseline report also provided a detailed description of each of the data collection
methods, which is presented in Appendix B alongside an overview of activity. The
key methodological stages are summarised in Table 2.

SERIO 2
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Table 2: Summary of Key Methodological Stages

Omnibus Business
Survey

Longitudinal Business
Survey

Counterfactual
Business Survey

Business Take-up
Survey

Consumer Survey

A telephone survey with a random sample of 460 businesses that had
connected to superfast broadband for 12 months or longer. The survey
captured data relevant to a wide range of indicators, including economic
impacts, usage and satisfaction. In addition, the survey also captured
the views of 285 businesses located in connected areas, which were
not connected to superfast. NB: See Appendix C.

A survey with 50 businesses, identified through the omnibus survey,
that were willing to take part in a follow up interview to enable tracking
in changes of business use and benefits over time.

A telephone survey with a random sample of 411 businesses that had
not connected to superfast broadband in Cornwall. This collected
comparable data to the omnibus survey, enabling an assessment of the
additionality of any benefits. NB: See Appendix C.

A random telephone survey of businesses taking place at the end of the
roll out period to establish take up.

A guarterly telephone survey with a random sample of 887 consumers
(468 that had been connected for 6 months or more, and 419 that had

not upgraded to superfast) to establish the social and economic impacts
of superfast broadband. NB: See Appendix C.

A total of 64 interviews were held with Cornish stakeholders across the
baseline, midterm and final evaluation stages to explore perceptions of
the project and its impact.

Interviews with seven stakeholders in three comparator areas (Devon,
North Yorkshire, and Lincolnshire) at the midterm and final evaluation
stages to inform the assessment of the counterfactual.

Stakeholder Interviews

Counterfactual
Stakeholder Interviews

Assessment of the Counterfactual

An important component of the evaluation was the assessment of the counterfactual

T what would have happened in similar economies with similar baseline levels of

coverage but without the level of investment that Cornwall and the Isles of Scilly has

received. A key task at the baseline stage was therefore to identify three appropriate
comparator areas. As BDUK investment would have been made in Cornwall in the

absence of Convergence funding, the most accurate reflection o f a fApolicy
scenario was identified as those areas that receive BDUK investment at a level which

Cornwall would have benefited from without Convergence. The following criteria were

also considered in the selection of the counterfactual areas:

1T A 6 g soig-dconomic match (i.e. towards the top of the list of nearest
statistical neighbours); and,

1 A similar Ofcom broadband scoring profile to Cornwall, reflecting a similar
broadband baseline.

On the basis of these criteria, Devon, North Yorkshire and Lincolnshire were
identified as the three areas that could provide a robust comparison and enable an
insight to the counterfactual. The counterfactual was assessed through all phases of
the logic chain (Figure 1).

The BDUK framework, recommends that the counterfactual should be measured
through both a top down and bottom up approach, where the top down compares the
inputs and outcomes achieved in the target area with similar or control areas and the
bottom up approach asks users to identify what proportion of changes they have
experienced could be attributed to acquiring faster broadband. This is expanded
upon in Appendix D.
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Figure 1: Evaluation of Superfast Cornwall Logic Chain
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1.4

Report Structure

This final report represents the last output from the evaluation activity and is
designed to provide a robust understanding of the impact of the Superfast Cornwall
project. It is structured as follows:

1

Section Two outlines the strategic context in which the Superfast Cornwall
project operates;

Section Three, examines the infrastructure roll-out and take-up, exploring
both the coverage achieved through the investment and network
performance;

Section Four focusses on the business benefits of Superfast Cornwall, and
includes an analysis of how connected businesses are utilising superfast, and
a review of the associated benefits;

Section Five discusses the economic benefits of Superfast Cornwall
through a review of the economic impact on both businesses surveyed, and
the wider Cornish economy;

Section Six presents the cross-cutting themes from the evaluation of
Superfast Cornwall in relation to social benefits and equality and diversity;
and the associated environmental benefits;

Section Seven explores stakeholder views regarding the strategic added
value of the project, supported by an analysis of additional documentary
evidence to draw out levels of achievement; and,

Section Eight brings together the analysis from the preceding sections into a
set of key conclusions and recommendations to be considered by CDC.

TOKYO
‘ 190 milli-seconds /

G,
LONDON
25 milli-seconds
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2.  Strategic Context

Summary of Key Points:

The policy drivers cited in this section have the potential to create both
opportunities and challenges for the further development and utilisation of
Super fast Cornwal I . The focus on de
enable those Cornish businesses which have an advantage due to the high-
speed of their connection to develop new export opportunities. Similarly, the
new focus on public sector innovation, eHealth, cloud computers, and
potentially also mobile networks, may provide opportunities for further
i nvest ment in Cornwall s I CT infrast

Conversely, the UK government investment in ultra-fast broadband and the
focus of the EU on higher internet speeds in addition to mobile infrastructure
underline both the need for Cornwall and the Isles of Scilly to continue to
develop its digital infrastructure beyond superfast, and for it to maximise its
competitive advantage before other European regions obtain the same level of
connectivity.

The UK performs well, coantriast(Arance, Germany, |
Italy and Spain) in relation to both the availability of NGA broadband services,
and take-up. However, it has been reported that UK SMEG6s consi d
of their employees to be digitally savvy, whilst 24% report that their employees
do not have basic IT user skills. This reinforces the case for Cornwall to assess
the skills requirements required to fully utilise superfast technology and to
provide the sufficient investment.

2.1 Introduction

This section outlines the context in which the Superfast Cornwall project operates. It
embeds the final evaluation within both the policy context and recent research
findings on the impact of new broadband infrastructure economically, socially and
environmentally. This serves as an update to the more detailed review presented
within the baseline report.

2.2 Underpinning Research

NB: The Superfast Cornwall project has supported and part-funded a wide range of
collaborative projects that add value to the main superfast evaluation. These are outlined in
Box 3 in Section 7.4 on Leverage, as it relates to direct support from Superfast Cornwall for
partner activity. In contrast, this sub-section provides a high-level summary of key existing
research outputs that have been delivered outside of the project.
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A considerable amount of research has been produced on the socio-economic and
environmental impact of broadband, although research focusing specifically on the
impact of high-speed broadband is more limited.

The Department for Culture, Media and Sport commissioned SQW to undertake a
literature review focussed on the impact of broadband, as part of the UK Broadband
Impact Study (2013). More recently, the What Works Centre for Local Economic
Growth published a Broadband Evidence Review in March 2015, based on a
systematic review of evaluations of the local economic impact of broadband. Both
studies have been used to underpin this review of existing research.

2.2.1 Employment

The research reviewed by SQW suggests that broadband can have a mixed impact
on employment in local areas. Kolko (2011, cited in SQW, 2013) suggests that
broadband does create employment growth. However, as this encourages highly
skilled people to move to areas where there is a good broadband connection, Kolko
argues that this does not necessarily benefit the existing local workforce. This could
be an issue in Cornwall where the local supply of IT skills is believed to be limited.

Kolko also found that the positive impacts of broadband vary widely between sectors,
with IT services getting much of the benefit. Shideler, Badasyan and Taylor (2007,
cited in SQW, 2013) found positive impacts on employment in such sectors as
construction and administration, but negative impacts on employment in
accommodation and food services, two sectors which are particularly important in
Cornwall. The authors suggested that this decline in employment may be due to a
rise in worker productivity and/or an increase in customers using the internet to make
travel arrangements.

The 2015 Broadband Evidence Review, whilst echoing the positive effects of
broadband on local employment, also cited that these are not necessarily large and
may be offset by population increases (leaving unemployment unchanged). Further,
employment effects can vary across different types of areas, industries and workers
with urban areas, service industries and skilled workers possibly benefiting more than
rural areas, manufacturing industries and unskilled workers.

2.2.2 The Importance of Skills

The literature suggests that, at least when it comes to the impact of broadband,

economic benefits will take time to be realised, depending on managerial culture and

skills. Bloom, Sadun and Van Reenan (2012, cited in SQW, 2013) found that US

owned firms had greater success in utilising the benefits of broadband because of

the higher levels of people management than non-US f i r ms . I'n additior
Robinson and Vecchi (2008 cited in SQW, 2013) suggest that after a certain point

more general skills are required than IT skills in order for firms to undertake the

necessary organisational change to reap the full productivity benefits of broadband.

Perhaps most importantly, the Economist Intelligence Unit (2012 cited in SQW,
2013), referring to superfast broadband, asserts that in many areas a shortage of
skills is at least as big a hindrance to utilising the technology as constraints on the
bandwidth.
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This assertion was echoed by Booz & Co and Go ON UK (2012, cited in Broadband

Stakeholder Group 2014) who reported that SMEs consider just 35% of their

employees to be digitally savvy, whilst 24% of SMEs report that their employees do

not have basic IT user skills. This skills issue is replicated at senior manager level,

with 43% of SME owners and managers described as 6oomf ortabl eb us
technology. This reinforces the case for Cornwall to assess the skills requirements

required to fully utilise superfast technology and to provide the sufficient investment.

2.2.3 Early Adoption and Level of Penetration

Whilst none of the literature specifically addresses the impact of early adopters of
superfast, Gillett et al (2006 cited in SQW, 2013) suggest that early adoption of
broadband brings higher economic returns for users over those joining later, while
Koutroumpis (2009 cited in SQW, 2013) found that countries with a higher level of
penetration reaped higher benefits in terms of annual GDP growth. Other studies
suggest that there are increasing returns from broadband at higher levels of
penetration and take up, which may also apply to superfast.

2.2.4 Economic Growth and Competitiveness

Although there have been very few empirical studies on the impact of faster
broadband, the research which has been completed points to a positive incremental
impact (SQW, 2013). Rohman and Bohlin (2012, cited in SQW, 2013) estimated that
doubling connection speeds would contribute an additional 0.3% to annual GDP
growth. Similarly, Dini, Milne and Milne (2012, cited in SQW, 2013) assert that
universal availability and widespread use of superfast broadband services will be
fundamental to the future international competitiveness of the UK. Further benefits
are likely to come from the increased use of cloud computing with Etro (2009, cited in
SQW, 2013) estimating that this would create 83,000 to 431,000 new SMEs across
the EU in the medium term and 7000 to 35,000 new SMESs in the UK.

In addition to the literature reviewed by SQW, there is some positive evidence of

economic impact from reviews undertaken in regions with their own superfast
initiatives. A report by Diffraction Anal ysi ¢
mo d e | (Fel ton, 2012) attributed an increase
and a rise in the number of new hi-tech companies to the deployment of fibre

infrastructure throughout the city, which enabled superfast internet connections. A

Regeneris report for BT (2013), which considered the potential economic impact of

fibre broadband, estimated that it could bring £750 million in additional revenue by

2018. This figure included an estimated £82.2 million in additional sales and £6.4

million in cost savings in the agri-food sector

However some researchers were more cautious about the economic impact of
superfast. In particular, the Economist Intelligence Unit (2012 cited in SQW, 2013)
warned that, while superfast will deliver added growth, the impact is unlikely to match
that resulting from the earlier roll out of broadband internet.

2.2.5 Social Impacts

On the social side, the SQW (2013) report suggests that improvements in broadband
speeds could help mitigate the adverse impacts on the usability of the web for users
experiencing poor current levels (of below 2Mbps) of connectivity of the trends
towards large file sizes. There is also some limited evidence that it could make areas
which previously had relatively poor broadband more attractive to newcomers.
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The most significant social impacts are likely to include an increase in the time spent
consuming video entertainment and an increase in the use of video communications.

A report by i2 Media Research (2010) for Ofcom discussed the potential impact of

next generation broadband (NGB) on older and disabled people. The report
concluded that NGB could bring fAmanhahdl d ben
wellbeing; improved accessibility to products and services; increased participation

and; richer entertainment. In the area of health and well-being, these benefits include

prolonged independent living and improved security, through remote interaction with

health professionals and health and well- being monitoring.

However, i2 Media Research (2010) did warn that significant challenges will need to
be addressed if such benefits are to be realised, including the cost of NGB as well as
reluctance amongst many of the potential beneficiaries to use the internet. This
concern is also expressed by Kenny and Kenny (2011 cited in SQW, 2013) who note
that the elderly is one of the demographic groups least likely to be online. In addition
both Kenny and Kenny and the Economist Intelligence Unit (2012 cited in SQW,
2013) warn that major reforms will need to take place to the healthcare system itself,
even where the technology is available, if the potential benefits of e-health are to be
realised.

2.2.6 Environmental Impacts

NB: CDC has put in place a number of studies and monitoring systems designed to establish
environment al i mpact . The primary referenc
Reportdé prepared by BT and i ndepende nTrubtyseer
Section 6.3).

The positive impact on the environment is more uncertain. Baliga et al (2011, cited in
SQW, 2013) found that fibre to the cabinet and fibre to the premises both consume
substantially more power per user relative to traditional Asymmetric Digital
Subscriber Line (ADSL) technology. However the authors also project that per user
power consumption for most high-speed access technologies should fall by around
70% from 2010 to 2020 due to technological advances.

Whilst the SQW report suggested that faster broadband should enable a shift to
teleworking it also cited research by Banister, Newson and Ledbury (2007) that found
that for an average journey about 80% of the travel cost savings from teleworking
were lost through heating and lighting the home, based on just one room being used.
More substantial reduction in carbon emissions could arise from the increased use of
cloud computing, with Accentrure and WSP (2010, cited in SQW, 2013) estimating
that, for three Microsoft applications, carbon emissions per user for cloud-based
implementations would be more than 90% lower than those for small on-premises
implementations.
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2.3 Policy Drivers
The following key points emerged from the baseline review:

1 In January 2009, NESTA claimed that the UK was lagging behind in the
devel oped worl ddés drive for more digiti e
mainly to the high cost of FTTC and FTTP provision (Meadway and Mateos-
Garcia, 2009). The report recommended that the U
backbone withfibre-o pt i ¢ 6 t o t af thepotantial pssibildias;e

1 BT is investing c£2.5 billion into rolling out superfast broadband across the
UK, while the UK government is investing a further £530 million to support
remote local areas, excluding Cornwall, through Broadband Delivery UK
(BDUK); and,

1 The evaluation of the Actnow project found that the internet is critical for 87%
of businesses within Cornwall (Actnow, 2008). However, research by
Marketing Means (2010) found that while the vast majority of businesses use
the internet for email, research and buying goods and services, the proportion
using it for more advanced functions is much lower. Only 39% of businesses
used it for receiving payments and only 32% used it for social networking.

2.3.1 National Policy Developments

Since the publication of the baseline report the government has released new details
about its Rural Community Broadband Fund. This fund is designed to complement
BDUK and includes a £10m BDUK investment and a further £10m from the Rural
Development Programme for England. The fund will be available to projects to
support those 10% of areas which will not receive superfast broadband under BDUK.
The fund is open to applicants from charities, community groups and social
enterprises throughout England, except Cornwall and the Isles of Scilly.

In 2011, the government set aside A100 mil i
create ten Osuper connectedod6 cities, across
was announced in 2012 for an additional 12 cites. The money wi | | fund

broadband of 80 to 100 Mbps in addition to increased public wireless internet access.
In addition, £150 million is being provided through the Mobile Infrastructure Project to
improve mobile coverage in areas with poor or no coverage.

More recently, the government announced a £250 million investment as part of the
Spending Review 2013 to ensure that 95% of homes and businesses have access to
superfast broadband by 2017. This figure is expected to be match funded locally and
will be targeted at those areas that are hardest to reach. At the time of writing,
funding from 2015-17 had not yet been allocated from central Government. However,
the license fee settlement (agreed in 2010) will provide a further £150 million in each
of 2015-16 and 2016-17 for BDUK funding if required.

232 0A Digital Agenda for Europebd

The European Commission| aunched the &éDigital Agenda for
seven flagship initiatives that form part of the Europe 2020 Strategy. The main
objective of t he Digital Agenda is ted dAchar
economic potenti al of 1 CTo.
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Of central concern to the Commission is a recognition (echoing that of NESTA

menti oned above, but for the whol e EU) t hat
growth comes directly from ICT and 30% from ICT investments, the EU is not

positioning itself well enough to benefit from digital developments. In particular,

European investment in high speed internet is lagging behind competitors like South

Korea and Japan.

While much of the Commissionbés efforts have
superfast internet coverage with speeds of 30Mbps and above, the Commission
intends to devel-bpsto&eintemreretouddmmecti ons
Ulti mately, the Commi ssionos aim is for al |
speeds of above 30 Mbps and for 50% or more of European households to subscribe

to internet connections above 100 Mbps.

The key components of the agenda include measures to address:
1 A perceived lack of digital literacy and skills;
1 Insufficient research and innovation efforts;
i Lack of investment in ICT networks; and,

1 Lack of interoperability due to poor coordination and fragmented standard
setting.

Perhaps most i mportantly the Commission is a
mar ket o t o addr ess t h e ecbnomig actvityt (particutanty o f di
elnvoicing and electronic payments) along national boundaries.

In 2012, the Commission produced a review of the Digital Agenda that set out some
additional areas of activity for the EU to focus its efforts. These included:

1 Speeding up public sector innovation through the deployment of
interoperable®® ICT and improved information exchange. The Connecting
Europe Facility will finance efforts to bridge national infrastructures;

1 The implementation of an eHealth Action Plan which aims to develop
integrated care solutions across regions reaching 4 million EU citizens by
2015 (see below);

1 Regaining world leadership of network services by addressing market
uncertainties and incentivising private investment in high speed fixed and
mobile broadband networks;

1 A European Cloud Computing Strategy which will develop pan-European
cloud platforms to connect national public cloud initiatives and use public
sector buying power to incentivise cloud computing further; and,

13 Interoperable ICT exists where two or more computer systems allow for information exchange. Traditionally

the use by different organisations of different forms of software and hardware, such as CRM systems, has made

it di fficult for public organisations to exchange dat a. s
standard-setting, public procurement and coordination between public authorities as preventing digital services

and devices used by Europeans working together as they should.
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1 The launch of a grand coalition on digital skills and jobs. A new action plan
(launched in 2013) to support web entrepreneurs.

2.3.3 European E-Health Action Plan 2012-2020

Launched as part of the digital agenda, the action plan aims to address some of the
most pressing health challenges of the 21* century. The key objectives of the plan
are to:

1 Increase the coordination and integration of European health services by
fostering EU wide standards, interoperability, testing and certification;

1 Support research, development, and innovation and competitiveness.
Research priorities include better qual
autonomy, mobility and synergies between healthcare related technologies. In
addition, the commission will support mechanisms such as SME networking,
eHealth week and business modelling studies to facilitate closer cooperation
between research bodies and industry to enable faster and wider take up of
research in the market and improved competitiveness;

i Facilitate uptake and ensure wider deployment. The OEIl ement s for a
Strategic Framework 2014 to 202006 ident.i
ICT applications to meet societal challenges such as eHealth, and the
reduction of health inequalities as key priorities. Other action plan priorities
include promoting skills and digital health literacy and measuring added
value; and,

1 Promote policy dialogue and international cooperation on eHealth at a global
level. This includes addressing interoperability at an international level. In
2010, the EU signed a Memorandum of Understanding with the United States
on interoperable eHealth systems and skills.

2.3.4 Developments in Other Regions

As part of the Digital Agenda for Europe, all European member states are developing
national broadband plans, while other countries, like South Korea and Australia are
adopting similar approaches (BAS and Kalba, 2012).

Of com has developed a scorecard for measur i
broadband network relative to those in other EU countries. Of comés 2014 Eur o
Broadband Scorecard indicates that at 70-75%, the UK has the highest level of

coverage amongst the EU5 (France, Germany, Italy and Spain), overtaking Germany

(65-70% of households covered) and Spain (60-65%). In terms of take-up, the report

states that in January 2013 there were 9 superfast connections (30+Mbit/s) per 100

people in the UK T the highest superfast penetration rate among the EU5.

In the UK, Northern Ireland is currently ahead in terms of the availability of Next
Generation Access (NGA) broadband services, reflecting its position as the first to
begin significant roll-out in 2011 following early public sector intervention. As reported
by Ofcom (2014), Northern Ireland had 94% availability in 2014, compared to 80% in
England, 63% in Scotland, and 58% in Wales. NB: It should be noted, however, that
availability in Cornwall has now exceeded its extended target of 95% coverage (See
Section 3).
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With specific regard to Cornwall and Isles of Scilly, the Strategic Economic Plan and

European Structural and Investment Fund Stra
considered an opportunity for growth, rather than a constraint or simply enabling
infrastructure.

Section 7.3.1 of this report contains a high level revie w o f the LEPG6s St
Economic Plan and ESIF which underlines the importance of the digital agenda in
driving t he OFuture Economyd of Cornwal I a
component t o O0Condi t iThinis a digaificantGe-positiorting from the

2007-2014 Cornwall and Isles of Scilly Operational Programme, where digital
infrastructure was positioned as a means of
constraint.

W ST IO RE 9, ORDERS
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Photo: Graham Smith from Instructus Markets - a training and advisory firm which provides training in
how capital markets function. Superfast broadband has enabled Graham to run the business from his
home at Carbis Bay, near St lves in Cornwall (November 2013).
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3. Infrastructure Roll-out and Take-up

Summary of Key Points:

Superfast Cornwall has exceeded not only its original target for coverage of
fibore based broadband of 80% but also its extended target of 95% fibre
broadband coverage. This gives the county the second best coverage of the
13 comparator areas assessed by Analysys Mason, as well as the best
coverage in terms of rural premises passed. Several stakeholders suggested
that finding ways to reach the remaining 5% should be a priority for future
infrastructure funding.

Ninety-five per cent (95%) fibre broadband coverage refers to properties that
are able to connect at 2+ Mbps. The report by Analysys Mason estimates
that 87% of premises will have access to 30+Mbps.

Of the 241,000 premises passed in Cornwall at March 2015, 30% were FTTP
covered (Analysys Mason) i the final coverage figure is anticipated to be
258,000 in June 2015. Cornwall 6s FTTP
(approximately 40% of the national Openreach coverage).

Overall take-up of superfast in Cornwall is expected to reach 66,537
premises by June 2015. Whilst no precise figure on the number of
businesses connected is available, it is estimated that a total of 12,104
businesses have been connected to superfast, well above the project target
of 10,000 businesses.

The primary reason both businesses (31.9%) and consumers (24.7%) in
connected areas gave for not connecting was that superfast was not
available to them, suggesting that either misinformation (as postcodes do not
map precisely onto network areas) or highly localised technical issues may
be limiting take-up. A perception that superfast was too expensive was more
common amongst consumer respondents (19.9%) than amongst businesses
(12.3%).

In general stakeholders felt the project had achieved what they expected of
it. However, as one stakeholder pointed out there was confusion over what
the actual targets were in terms of coverage and the extent to which this was
a priority. Whilst Superfast Cornwall has clearly made efforts to communicate
the programme to stakeholders and the general public, another stakeholder
felt that more could have been done to inform people about timeframe of the
roll-out. The need to ensure that project targets and roll-out plans are
communicated fully will be continue to be important as efforts are made to
reach the remaining 5%.
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3.1

3.2

3.2.1

Introduction

This section examines the roll-out of the superfast infrastructure exploring both the
coverage achieved through the investment and the network performance.

Overview of Coverage and Take-up
Coverage

The original project target was for fast, fibre based broadband to be available to 80%
of the 253,000 premises in Cornwall by the end of 2014. As a result of efficiency
savings made through innovative technology used in the roll out, the target coverage
was extended in March 2013 to 95% with alternative technologies used to boost
broadband speed in the remaining 5%.

The progress of the infrastructure roll-out is outlined in Chart 1 which displays the
number of premises passed (i.e. premises which are linked to the superfast
broadband infrastructure and so can connect to superfast) at different time-points
throughout the project.

As shown, considerable progress was made in the second and third years of the
project, with premises passed rising from 16,000 in March 2011 to 195,000 in March
2013. At the last point for which there is data (March 2015) 241,000 premises were
passed, slightly ahead of the (revised) target of 240,000.

Chart 1: Target and Actual Premises Passed
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3.2.2

Of the 241,000 premises on the fibre footprint, 30% were FTTP covered, currently
with a maximum downlink speed of 330Mbit/s**. A small proportion (2.8%) were
passed by the cable network in Saltash, while the remaining connection premises
were connected by FTTC".

Take-up

Chart 2 shows how the number of connected premises (i.e. those subscribing to a
superfast broadband service) has increased during the project lifetime. By June 2014
take-up had increased to 49,206, and it is estimated to have increased by 35% to
66,537 by June 2015, the point at which the project comes to an end. If take-up
continues to grow at this rate then it will reach 89,972 connections by June 2016.

Whilst the absence of premises passed figures for June 2015 means that a take-up
rate cannot be calculated for this time-point, data on both premises passed and take-
up is available for March 2015. Based on the number of premises connected in
March 2015 (61,471) as a proportion of the total number of premises passed in
March 2015 (241,000), the take-up rate is estimated at 26%.

Chart 2: Actual Connections

70000

60000

ons

Number of Connect

10000

50000

30000

20000

40000 —

June 2011 June 2012 June 2013 June 2014 June 2015

Source: BT

3.3

Calculating Business Take-up

A key contracted output of the project is that 10,000 businesses will benefit from
upgraded ICT infrastructure. It is therefore an important part of the evaluation to
estimate the proportion of the total connections made by business premises.

Estimating business take-up presents more of a challenge than overall take-up due
to limitations in the data both on the number of businesses in Cornwall and the
proportion of premises which are business premises.

14 Analysys Mason, Benchmarking the Superfast Cornwall Landing Point.
!* saltash was outside of the project scope due to the presence of a second infrastructure in Virgin Media.
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3.3.1

3.3.2

Another issue concerns estimating the presence of businesses based in residential
homes, which could now be more commonplace as a result of superfast. Taking
these issues into account, this analysis provides three different estimates for
business take-up:

Method 1

Based on proxy indicators developed at the start of the project, it is assumed by CDC
that 12% of the total premises in Cornwall and the Isles of Scilly are business
premises. BT data indicates there are a total of 66,537 connected premises at June
2015. Using the 12% proxy figure the take-up rate can be calculated as follows:

Connected businesses = total number of phone lines receiving superfast service
(66,537) x proportion of businesses (12%)

This method produces a figure of 7984 businesses connected. The method
assumes that businesses are taking-up connections at the same rate as domestic
users.

The 12% figure was based on the number of businesses premises in Cornwall
identified through the MINT database (29,000). The MINT database is updated on an
ongoing basis and includes some non-registered businesses. However, it is likely
that many less established businesses, including new start-ups, are not included in
the database. The figures are, therefore, likely to underestimate the total number of
businesses connected.

Method 2

In order to develop an alternative calculation, CDC commissioned a telemarketing
study to test take-up rates amongst businesses within their database. It found that
44% of businesses surveyed had a superfast package. ONS Business Demography
data indicates that there were 19,980 active enterprises in Cornwall and the Isles of
Scilly in 2013, the most recent date for which the data is available. However, only
95% of premises were able to connect. Based on the assumption that coverage for
business premises is the same as that for premises overall, the take-up rate can be
calculated as follows:

Connected businesses = (total number of businesses from business demography
(19,980) x 95% coverage rate) x 44% take up rate

This method produces a figure of 8,352 connected businesses.

The method has a couple of notable limitations. Firstly, the estimate of businesses it
uses from ONS Business Demography does not take into account unregistered
businesses which are not VAT or PAYE registered'®. According to ONS, only 40% of
businesses in the South West of England are VAT or PAYE registered.

While no figures are available at the county level it is highly likely that the proportion
is even lower within Cornwall due to the large number of self-employed people in the
county (55,600 according to the Labour Force Survey).

18 While a proxy estimate for unregistered businesses could be applied in the same way as that used for Method
3, the way in which the sampling frame is selected means that the take-up figure is less likely to be
representative of this population.
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Secondly, the sampling frame used for the survey included businesses identified
through a MINT database as well as recipients of the Superfast Cornwall newsletter,
and businesses on the Act Now database. Businesses derived from the last two
sources are more likely to have connected than the average. Therefore, this is likely
to bias the results and overstate the level of take-up.

As a result of these limitations this method is likely to overstate the take-up rate
amongst more established businesses, but conversely, to underestimate the overall
number of businesses which have connected, due to the exclusion of unregistered
businesses.

3.3.3 Method 3

An alternative estimate for business take-up, which includes unregistered
businesses, can be calculated directly from the data on connected premises using
the following formula:

Connected businesses = (total number of businesses from business demography
(19,980), adjusted to reflect unregistered businesses (49,950) x 95% coverage) X
26% project take-up rate'’

The method produces a figure of 12,104 businesses connected.

This figure relies on a number of assumptions. Firstly, that the proportion of the total
business population in Cornwall which is unregistered for VAT and PAYE is the same
as in the South West. As mentioned above the proportion is if anything likely to be
higher.

Secondly this approach, like Method One, assumes that 95% of businesses have

been passed, and thirdly that the businesses are taking-up the service at the same

rate as premises more generally (at 26%). The third assumption is likely to be
conservative, gi ven t hathas beercdimedd busnessds,s mar Kk e
and the take-up survey, while somewhat skewed, suggests take-up may have been

much higher at 44%.

3.3.4 Summary of Approach

A summary of connection figures based on each of the three methods is presented in
Table 3.

Table 3: Business Take-Up Estimates

Method 1 7,984
Method 2 8,352
Method 3 12,104

Whilst Method 3 produces a higher estimate than either Method 1 or 2 this may be
explained given that it is the only approach that takes into account unregistered
businesses. As such, it is considered the most appropriate figure for estimating
overall business take-up.

17 This is based on the take-up rate as at March 2015 (See 3.2.1).
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It should be noted, however, that the Method 3 estimate cannot be used for the

purposes of grossing-up jobs and GVA collected throughthe eval uati onds busi
surveys. This is because the sampling frame is also based on established

businesses (see Appendix C). Consequently, where survey business figures have

been grossed-up to the estimated number of businesses connected, the Method 1

estimate has been used.

Method 1 is also used to produce an estimate for the number of businesses
connected at June 2014 (5,905). This is done in order to gross-up figures from the
business survey to the number businesses connected for 12 months or more at the
end of the project®. Given that the business omnibus survey is based on businesses
that have been connected for 12 months the survey findings are more likely to be
reflective of these businesses than they are of the total number of connected
businesses.

Estimates for both the number of households connected to Superfast (58,553), and
the number connected for 12 months or more (43,301) at June 2015 were calculated
by deducting the figures for the corresponding numbers of established businesses
connected from the overall connection data.

3.4 Reasons for Not Upgrading

The research considered why some businesses and residents that could upgrade to
superfast had not done so. This was established through data from businesses and
residents interviewed in the business omnibus and consumer surveys that had not
yet upgraded. A total of 285 businesses that were interviewed through the business
omnibus survey (see Appendix C) used the internet but had not upgraded to
superfast broadband.

3.4.1 Business Reasons for Not Upgrading

As shown in Table 4, the main reasons why businesses had not connected were
either because superfast was not available in their area (31.9%) or they did not feel
the business needed it (31.2%). A notable proportion of respondents (12.3%) also felt
that superfast was too expensive for their business. Interestingly just one respondent
(0.4%) indicated that they did not want to upgrade because they were unaware of the
benefits of superfast.

'8 This assumes that none of the businesses that upgraded in June 2014 have since lost their superfast
connection.
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Table 4: Reasons why Businesses had not Upgraded to Superfast Broadband

Not available in their area 91 31.9%
Don't need it 89 31.2%
Too expensive 35 12.3%
Not got round to It 16 5.6%
Not aware 9 3.2%
Haven't checked if ités avail 6 2.1%
Not available from provider 5 1.8%
Tied into existing contract 4 1.4%
Don't want to disrupt existing connection 4 1.4%
Superfast won't be much faster 6 2.1%
Ordered but waiting 3 1.1%
Didn't know had to order 2 0.7%
Unsure of benefits 1 0.4%
Other 15 5.3%
Don't know 22 7.7%

Base: All businesses which had broadband but had not upgraded to superfast (n=285)
Source: Business Omnibus Survey
Please note: Figures may not sum to base due to multiple responses

The 89 respondents who stated that they

felt this way. Of the 34 businesses that provided a response, 19 felt it was because
their current broadband provision was sufficient, whilst eight responded that their
b us i B ease sfdhe internet was limited. Other responses included: scepticism of
the benefits of superfast (3 respondents); the perceived high cost of superfast (3); not
needing a faster connection (1); moving to a new area shortly (1); and use an iPad
instead of a computer (1).

Businesses that had not upgraded were also asked two additional questions relating
to the likelihood or upgrading their connection in the future®. Firstly, these
businesses were asked how likely they would be to upgrade their connection if the
price of superfast was similar or slightly more expensive than standard broadband.

As shown in Chart 3, a large majority of respondents (73.5%, 139) would be either

di

dn

6very |likelyd or o6fairly 1|ikelyo.Thimisanpgr ade

important finding given that, as reported in Section 5.3.2, only 11.6% (46) of the
connected businesses indicated their costs had increased due to superfast (see
Chart 17). Furthermore, findings from the separate study on customer satisfaction
suggest that satisfaction with costs is broadly similar across connected and non-
connected businesses. Consequently, while some businesses may perceive
superfast to be more expensive than standard broadband packages this is not
necessarily the case.

19 NB: The researchers did not ask businesses that: had ordered superfast already, stated that they did not need
superfast, or did not want to disrupt their existing connection. This resulted in a new sample of 189 businesses.
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Chart 3: Likelihood of Upgrading if Price was Similar/ Slightly More Expensive than Standard
Broadband

60%

50% -

40% -

30% -

20% -

Very likely Fairly likely Not very likely Not at all likely Don't know

Percentage of Respondents

Base: All businesses that had broadband but had not upgraded to superfast, excluding those which: ordered it;
indicated they did not need it; and/or did not want to disrupt their existing connection (n=189).
Source: Business Omnibus Survey

The 189 businesses were also asked how long they would take to get round to
upgrading to superfast once they knew it was available on their line. As shown in
Chart 4, 44.4% (84) of respondents intended to upgrade as soon as possible, whilst
two thirds (66.7%, 126) would upgrade within a year. Just 12.2% (23) had no plans to
upgrade.

Chart 4: How Long Businesses Would Take to Upgrade

Immediately/ As quickly as possible
Up to one month

Over 1 month, up to 3 months

Over 3 months, up to 6 months
Over 6 months, up to 12 months
More than 12 months, up to 2 years

Wouldn't have any plans to upgrade w

Don't know

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
Percentage of Respondents

Base: All businesses that had broadband but had not upgraded to superfast, excluding those which: ordered it;
indicated they did not need it; and/or did not want to disrupt their existing connection (n=189).
Source: Business Omnibus Survey
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3.4.2 Consumer Reasons for Not Upgrading

Similarly to the business omnibus survey, respondents from the consumer survey
that used the internet but had not upgraded to superfast were asked why they had
not done so yet.

The main reasons outlined by the 417 respondents identified through this
categorisation are outlined in Table 5. As with the reasons provided by businesses,
the two most commonly cited reasons were that superfast was not available in their

area (27.7%), and t hat t hey di dNdgably, the pedceptionn thatf 2 3 .

superfast was too expensive was cited by a higher proportion of consumers (19.9%)

than businesses (12.3%).

Table 5: Reasons why Consumers had not Upgraded to Superfast Broadband

Not available in their area 103 24.7%
Don't need it 97 23.3%
Too expensive 83 19.9%
Not aware 29 7.0%
Not got round to It 29 7.0%
Unsure of benefits of superfast 18 4.3%
Happy with current service 13 3.1%
Haven't checked if itds avail atk 12 2.9%
Superfast won't be much faster 8 1.9%
Not available from my provider 7 1.7%
Tied into existing contract 6 1.4%
Don't want to disrupt my connection 5 1.2%
Ordered but waiting 5 1.2%
Only just became/ about to become available 4 1.0%
Not thought about it 4 1.0%
Other reason 20 4.8%
Don't know 28 6.7%

Base: All respondents that had broadband but had not upgraded to superfast (n=417)

Source: Consumer Survey
Please note: Figures may not sum to base due to multiple responses

Eighty three of the 97 respondents indicating that they did not need superfast
provided reasons for why they felt this way. As with the response from businesses,
the most commonly cited reasons given by consumers (who could cite more than one
response) was that their current connection was sufficient (50 out of 83 respondents)
and that they did not use the internet often enough (26). In addition nine respondents
did not connect because they felt the cost outweighed the benefits. Less common
responses included: scepticism over the benefits of superfast (1 respondent); the
ability to use faster internet at work (1); and not knowing enough about superfast (1).

Similarly to the business survey, consumers that had not upgraded were also asked
two additional questions relating to the likelihood or upgrading their connection in the
future®.

%0 NB: The researchers did not ask consumers that: had ordered superfast already, stated that they did not need
superfast, or did not want to disrupt their existing connection. This resulted in a new sample of 311 consumers.
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Again, consumers were asked how likely they would be to upgrade their connection if

the price of superfast was similar or slightly more expensive than standard

broadband. As shown in Chart 5, a majority of respondents (73.6%, 229) were either

6veryd or o6fairlyé I|Iikely t oe. Aspevioastyeited, o supe
whilst superfast may be perceived as being more expensive than standard

broadband, this is not necessarily supported by the available evidence.

Chart 5: Likelihood of Upgrading if Price was Similar/ Slightly More Expensive than Standard
Broadband
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Percentage of Respondents
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Base: All respondents that had broadband but had not upgraded to superfast, excluding those who: had ordered
it; indicated they did not need it; and/or did not want to disrupt their existing connection (n=311).
Source: Consumer Survey

The 311 respondents were also asked how long it would take them to upgrade to
superfast once they found that it was available on their line. Just under a third
(32.5%, 101) indicated that they would upgrade immediately, the majority (56.6%,
176) felt they would upgrade within a year. In contrast, just under a fifth (18.0%, 56)
had no plans to upgrade, whilst 22.5% (70) did not know.
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Chart 6: How Long Consumers Would Take to Upgrade

Immediately/ As quickly as possible

Over 1 month, up to 3 months
Over 3 months, up to 6 months
Over 6 months, up to 12 months

More than 12 months, up to 2 years

Wouldn't have any plans to upgrade

Up to one month
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Don't know

0% 5% 10% 15% 20% 25% 30% 35%
Percentage of Respondents

Base: All respondents that had broadband but had not upgraded to superfast, excluding those who: had ordered
it; indicated they did not need it; and/or did not want to disrupt their existing connection (n=311).
Source: Consumer Survey

3.5

Network Performance

Researchers from the Centre for Security, Communications and Network Research
at Plymouth University were commissioned by Superfast Cornwall to help assess the
end to end user experience delivered by service providers operating on the Superfast
Cornwall Network. The study depl oyed a tot al of 159
connected homes and businesses of volunteers across Cornwall and the Isles of
Scilly. Each probe ran a series of predefined tests randomly scheduled over 18
months covering data downloads and multimedia streaming.

The primary findings of the project are that the Superfast Cornwall network
performed very well for the monitored period, and that no significant problems were
identified within the network during the trial. Furthermore, the increased usage of the
Superfast Cornwall network did not have any noticeable impact on overall
performance.

However the report did find that a small number of lines were unable to
achieve >4Mbps upstream speeds due to
exchange. This could be a potential issue for users hoping to engage in such
activities as video conferencing or peer-to-peer content sharing, although the report
noted that it is likely that future technologies will reduce the impact of distant
properties.
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3.6 Benchmarking the Superfast Cornwall Network

Analysys Mason were commissioned by CDC to conduct a benchmarking analysis of
the anticipated Superfast Cornwall network in March 2015 against 12 comparator
areas: the UK as a whole, three regions within the UK (Wales, Lincolnshire and North
Yorkshire, including the City of York) and eight other countries (Australia, France,
Germany, Ireland, Japan, Lithuania, Norway and Spain)®.

The areas were chosen on the basis of their comparability with Cornwall (Wales,
Lincolnshire and North Yorkshire), and on account of representing major economies
and countries that are perceived as high performing in terms of next-generation
broadband.

Table 6 presents the key metrics used in the benchmarking exercise,and Cor nwal | 6 s
ranking against the 12 other comparator areas. As shown, Cornwall is ranked in the
top three for seven of the nine metrics listed.

Table 6: Analysys MasonBenchmar ki ng of Cor nwiibd ajanstTomppamnatbrast Pr o
Areas

Ranking out of 13 comparator areas

Proportion of rural premises passed by Next Generation Access (NGA) 1%
Proportion of total premises passed "
Metric combining coverage with maximum downlink speeds
Metric combining coverage with maximum uplink speeds 3
Proportion of premises passed by FTTP 5"
Penetration rate (the proportion of premises with active connections out of all premises) 6"

ol

2
ond

ol

r

The conversation rate (the proportion of premises with active connections out of all 1ot
premises passed)

Ranking out of 7 comparator areas

Wholesale pricing 37
Ranking out of 4 UK Regions

Choice of retail service providers 1% |

The report concludes that if Cornwall were a country, it would count (as of Q1 2015)

as one of the best served Ne x t Generation Accessinthefrastr
world. In Europe, only Luxembourg and some micro-states such as Andorra and

Monaco have better coverage than Cornwall. At 95%, the coverage figure for

Cornwall is forty percentage points higher than for Europe as a whole.

It should be noted, however, that the coverage figure for premises capable of
receiving 30 Mbit/s or more downstream is lower at 87% due to the long loops
between cabinets and premises in Cornwall. This may account for some businesses
upgrading to superfast but not necessarily perceiving to be in receipt of a greatly
improved speed (See Section 4.4).

Analysys Mason also found that Cornwall has a higher NGA coverage as a
proportion of rural premises than any country or region benchmarked. Unlike in most
countries where it is concentrated in urban areas, FTTP in Cornwall is distributed
relatively evenly among rural and urban premises, with 40% of FTTP covered
premises in the county having a rural address.

L Analysys Mason (2015) Benchmarking the Superfast Cornwall Landing Point.
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3.7

3.7.1

d
doi

Although Cornwall was ranked 5" out of 13 for the FTTP coverage, it is by far the
leader in this area in the UK. While only an estimated 1.3% of UK premises are
covered by FTTP, the coverage in Cornwall is 30%. Furthermore, of the 80,000 rural
premises passed by FTTP in the UK >40% are in Cornwall.

Stakeholder Perspectives

The progress of the infrastructure roll-out was also discussed in the stakeholder
survey, in addition to suggestions for future priorities.

Extent to which Superfast has met Expectations

Nineteen of the 21 stakeholders were asked whether the Superfast Cornwall project
had met initial expectations. Whilst these expectations could cover a broad range of
areas, stakeholders tended to respond with reference to the roll-out of the
infrastructure.

Of these 19 stakeholders, nine felt that the project had achieved what they expected
of it; five (including two internal stakeholders) felt that it achieved more than they
expected; whilst four felt that it had achieved less. The remaining respondent was not
sure how well it had met their expectations.

Of the five stakeholders who felt that superfast had achieved more than they had
expected, three pointed to the project roll-out having reached more premises than
had originally been planned.

know ités reached more premises than t
ng 80% nowd%.t 63i nmoivearr | vy, I know t heyt¢

premi ses than they said they would have. 0

Another stakeholder contrasted the level of take-up achieved by Superfast Cornwall
with the much lower levels of take-up they associated with previous superfast
programmes (such as an early next generation broadband project in South
Yorkshire). The fifth stakeholder did not specifically mention their early expectations
but did say that they felt the project had given Cornish businesses a head-start.

Of the four stakeholders who felt that superfast was achieving less than they
expected, three pointed to rural, and predominantly farming businesses that they
knew were unable to connect to superfast at the point of the interview. One felt
concerned that these businesses would be disadvantaged as other businesses were
able to access it, set in a context of increasing levels of online delivery by DEFRA.
Another of three stakeholders felt there was also an issue of expectation
management:

@here is always going to be a huge lag time [between an exchange being enabled and
businesses having access] but it's not like most people can understand this. They need to
manage expectations much earlier on. o
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The third stakehol der 6s r e syphad lekeveda 108% s u g g e
coverage was the initial target:

dhere was some talk about 100% coverage
are hitting around 90%. The remaining 10 or 5% will be the farmers who most need it. If
youbdre in tlyenbaglbudme ¢ uck. 06

Interestingly another (external) stakeholder was keen to refute the view that the main
aim was 100% coverage:

@enerally the outputs of the programme are widely misunderstood. Many think there is
one aim i 100% coverage, but it was never part of the original plan. The main target was
about economic i mpact. 6

The fourth respondent who felt that superfast had not yet met their expectations
stressed that this was primarily a result of take-up and business utilisation taking
longer than they had initially anticipated. They attributed this, in part, to what they
perceived as the limited vision of some small business owners.

3.7.2 Future Priorities

Stakeholders discussed the infrastructure in the context of future priorities. Two key
themes emerged:

1 Providing full coverage: Eight stakeholders cited the need to prioritise
provision to the remaining areas that cannot yet receive superfast coverage®.
Four stakeholders suggested linking this to improvements to the mobile
network (improving 3G access or bringing 4G into Cornwall);

1 One stakeholder suggested that the infrastructure should have been planned
in a way which allowed the roll-out of local community-based solutions and
pointed to the use of this kind of practice in the roll-out of superfast in
Northumberland. However, another (internal) stakeholder underlined the
limited sustainability of local solutions given that infrastructure may require
repair; and,

1 Further improvements: Six stakeholders felt there was a need to keep
improving and enhancing the infrastructure even in connected areas in order
to maintain the countybés competitive adva
the possibility of a fibre park, which had also been raised in the mid-term
evaluation, whilst other stakeholders referred to improvements to the capacity
of the existing network.

2 1t should noted that while stakeholders generally understood that coverage was around 95% now, one
individual felt it was still at 90%, whilst another considered it to be only 85%.
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Photo: Laying the cable from the mainland to the Isles of Scilly, a distance which
exceeds that between the UK and France.
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4. Business Benefits

Summary of Key Points:

Businesses have used superfast to enhance their usage of the internet.
Usage amongst connected businesses was higher than that of non-
connected businesses for each of the pre-specified internet functions.
Furthermore a majority of connected businesses reported an increase in
usage of each function since upgrading to superfast.

Four-fifths of connected businesses used online marketing, sales, logistics
and supply chain processes before they upgraded to superfast. However,
more than 40% reported an increase in their usage of these processes since
upgrading.

A large majority of connected businesses (79.1%) perceived superfast to be
beneficial overall, with increased efficiency the most notable overall impact.
Nearly four-fifths of connected businesses (79.4%) indicated that superfast
had saved them time and/or money. Improved efficiency was also seen as a
key benefit of superfast by non-connected businesses and stakeholders.

Just under half of businesses (46.7%) felt that superfast had helped them to
develop new goods or services. Some stakeholders felt that more needed to
be done in order to inform businesses on how they could better use
superfast.

Superfast appears to have played a role in helping businesses to access new
markets. Nearly half the connected businesses (49%) felt that superfast had
helped them generate new sales or access new markets. Of these
businesses, 62.3% indicated that these markets were national or
international. Furthermore, serval stakeholders were able to point to cases
where superfast had been used by Cornish businesses to facilitate access to
international markets.

4.1 Introduction

This section focuses on the extent to which businesses have benefited from

Superfast Cornwall. As such it includes an analysis of how connected businesses,

interviewed through the business omnibus survey, are utilising superfast and the

impact that this has had. In addition, findings from businesses in non-connected

areas that have also been surveyed (as part of the counterfactual survey) are also

includkedas this O6controlé group informs understa
anyway without the investment in superfast broadband.

Business benefits are exemplified through the inclusion of three business case
studies, summarised from the Superfast Cornwall project website. Four additional
case studies may be found in Appendix H.
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