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CONFERENCE COVERAGE

Fiber for the New Economy
Highlights of BroadBand Communities’ September 2015 conference, held in Lexington, Ky.

A BBC Staff Report

Fiber broadband can boost local 
economies, said presenters in the “By the 
Numbers” session of the Fiber for the 

New Economy conference. 
Heather Burnett Gold, president and CEO 

of the Fiber to the Home Council Americas, 
reported on two studies that the council 
had commissioned. The first study reviewed 
preliminary data on the effects of gigabit 
networks, using statistics from 2011 and 2012, 
when gigabit service was just beginning to be 
introduced. Comparing 14 metropolitan areas 
in which more than 50 percent of residents 
had access to gigabit broadband with a control 
group of 41 similar metropolitan areas in the 
same states, researchers found that the gigabit 
areas had about 1.1 percent higher per-capita 
gross domestic product than the control areas, 
after accounting for other drivers of GDP. 

In the second FTTH Council study, 
economists reviewed the effects of fiber 
broadband on sales prices of single-family 

homes throughout the United States from 2011 
through 2013. Because housing markets are 
more location-specific than job markets, this 
study was much more granular than the first – 
it compared census block groups (geographic 
areas of about 600 to 3,000 people) rather than 
metropolitan areas. More than a half-million 
home sales were examined. The study showed 
that the availability of FTTH in a census block 
group added 1.3 percent to the average home 
price. The availability of gigabit broadband 
service added another 1.8 percent to the average 
home price, for a total effect of 3.1 percent, or 
about $5,400 on average. “That’s the equivalent 
of a fireplace or half a bathroom,” Gold said. 

THE DESIRABILITY OF PLACE
Market researcher Michael Render of RVA 
LLC discussed several research findings that 
confirmed the value of fiber broadband. For 
example, business executives surveyed by Area 
Development magazine said the availability 
of advanced broadband was the fourth most 
important of 36 factors that would influence 
their decisions to relocate a company. 

In a 2015 RVA survey, respondents ranked 
very-high-speed broadband second (below 
only safe streets) among factors people would 
consider in moving to a new community. When 
Render asked them about their interest in 
moving to specific cities, he found a correlation 
between respondents’ interest and the 
availability of high-speed broadband in the city. 

Good broadband is highly important to 
residents of multifamily housing, according to 

The Economic Value of Fiber Broadband 

Nicol Turner-Lee, Multicultural Media, 
Telecom and Internet Council: The 15 
percent of Americans who are not Internet 
adopters are the low-income, disabled 
and rural populations. So the poorest and 
neediest Americans still do not have access 
to something that is necessary for improving 
their quality of life.
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2014 surveys by RVA and the National 
Multifamily Housing Council. Render 
noted that property owners should 
advertise the availability of high-
speed broadband because (unlike, 
for example, a washer-dryer in the 
kitchen) it isn’t immediately obvious 
to a prospective resident who visits an 
apartment community.

RVA survey research also confirmed 
the FTTH Council finding that fiber 
broadband adds about $5,000 to the 
sale price of a single-family house. On 
a percentage basis, RVA found, a fiber 
connection adds even more – as much 
as 8 percent – to the rental value of an 
apartment. One reason for the value of 
FTTH to home buyers and renters is 
that fiber’s reliability and bandwidth 
make operating home-based businesses 
more practical and more lucrative. 
“People work more from home when 
they have good infrastructure at home,” 
Render said. “That means there’s 
less traffic on the roads and less air 
pollution. The community doesn’t have 
to spend as much money maintaining 
the roads. In MDUs, there’s less churn 
– people don’t move as often – so 
owners don’t have to spend as much  
on marketing.”

BROADBAND MEANS JOBS
Broadband enabled 39.7 percent of 
all new jobs from 2013 to 2015, said 

Michael Curri of Strategic Networks 
Group. That’s an increase from 25.5 
percent in the years 2010 to 2012. 
People tend to think of Internet-enabled 

jobs as being in IT departments, but 
today, an Internet-enabled job might 
just as well be in sales. 

The Internet’s impact is even greater 

Blair Levin, Brookings Institution: Bandwidth 
should never constrain either economic growth or 
social justice, which are two sides of the same coin. 
A recent study found that in a Cleveland health care 
system, Medicaid patients in areas that had low levels 
of broadband coverage were only half as likely to use 
the hospital’s online personal health record as patients 
covered by commercial insurance. So the digital divide 
affects health care. … Schools can’t really do their 
jobs unless all kids can do their homework at home. 

Hospitals have to communicate electronically with patients. Government 
wants to deliver services efficiently. From improving traffic patterns to 
first responder responses, cities have to implement a lot of the National 
Broadband Plan’s vision of ubiquitous, affordable bandwidth. 

Each city should be thinking about its own broadband plan. Cities are 
starting to recognize that without strong broadband infrastructure, they 
won’t be thriving in five or 10 years. Plans build political capital for certain 
ideas. There are always lots of ideas floating around, but without a plan, 
nobody does anything about them. 

Many cities haven’t thought about broadband holistically. Departments 
of transportation don’t think about putting in fiber and conduit when 
they dig up the streets. Economic development officials, housing permit 
departments and planners should all be thinking about broadband. They 
should be asking, “How would we operate differently if 100 percent of our 
citizens were online?” There needs to be some central point to make sure 
everyone is thinking about these things in a coordinated way. 

Ashley Kroh, Google Fiber: I work with 18 markets in the Southeast to look at how they can 
prepare for an infrastructure project the size of a Google Fiber buildout. Here are the best 
practices we’ve identified for city officials:

•  Develop a strong vision of what abundant, high-speed Internet access can do for the 
community. We want to know that residents and small businesses are excited about fiber 
access and have ideas about how to use it.

•  Prepare the city organizationally and identify dedicated liaisons. Under the leadership of 
the mayor and the CIO, put together a cross-functional working group. In Nashville, we had 
representatives of 12 departments in almost every meeting. When they all sat in a room 
together, there was no problem we couldn’t solve. If someone had a great idea about how 

 to improve the permitting process, the person who could do it was in the room.
• Know what resources you have, and store them in a digital, shareable format. How up-to-date is your mapping? 

Is it digitized? Where is the public right-of-way? Is that information accessible? Is the permitting system online? Is 
it address-based, or can a single permit apply to a large area? Do you know where the conduit is? Charlotte, N.C., 
nailed this – the city knew where everyone’s conduit was. 

• Take proactive measures, such as putting in new conduit when the ground is open.
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when one takes into account the fact 
that non-Internet-enabled jobs are 
disappearing. Thus, more than 50 
percent of the net new jobs being added 
to the economy are Internet-enabled.

However, not all types of Internet 
connections contribute equally to 
economic growth. Businesses that use 
fiber broadband attribute 67.5 percent 
of their revenue to the Internet. By 
contrast, businesses that have DSL 

connections attribute 20.7 percent 
of their revenue to the Internet, and 
businesses that have cable connections 
attribute 37.2 percent of their revenue 
to the Internet. 

Similarly, just having an Internet 
connection – even a good one – isn’t 
sufficient for a business to add jobs 
or grow revenues. Businesses have 
to leverage those connections by 
using Internet-enabled applications, 

such as videoconferencing and cloud 
services. “Increasing utilization by 10 
percent increases business revenues by 
24 percent and decreases costs by 7 
percent,” Curri explained. “It also leads 
to higher-paying jobs and bolsters the 
fiscal base of communities.” 

For more information about SNG’s 
research on the impact of Internet 

utilization, see p. 24. 

Joanne Hovis, CTC Technology 
& Energy: The traditional way for 
municipalities to finance networks 
was to use revenue bonds backed by 
revenue from the communications 
networks. That opportunity has largely 
disappeared. The markets are not willing 
to bond anymore based on revenues 
of new enterprises – they require 
three years of established revenues at 
a minimum. Now we’re seeing more 
general obligation bonds; revenue 
bonds, if they are used, may be backed 
by other revenues – water, sales tax, 
electric and so forth. That’s marketable, 
but it’s not palatable to all communities. 
General obligation bonds are easiest 
to use and have the best terms, but 
they’re higher-risk, so they’re also 
uncomfortable for many communities. 

Cities need to preserve their bonding 
capacities for pensions and other needs, 
so they want to maintain headroom in 
their bonding authority.

Lev Gonick, OneCommunity: 
Depending on where your network 
is on the maturity curve, you should 
probably consider multiple financing 
approaches. If you haven’t started 
building, but you have some passion, 
commitment and vision, the first step 
is to look for donations to finance the 
proof of concept. The next stage is to 
tap local philanthropies by tying the 
network to a public benefit [that the 
philanthropies support]. Government 
grants are the third big piece – this can 
be a very big part of either the middle 
or last mile. Construction financing is 

another possibility. Commercial banks 
play a huge role in supporting debt 
financing and should be considered 
in the appropriate time and place. 
Finally, venture capital funding may 
be available. For example, the private 
equity firm M/C Partners is investing 
$50 million in OneCommunity’s for-
profit subsidiary, Everstream.

Nicholas Hann, Macquarie Capital: 
I agree that revenue bonding is not 
possible in today’s marketplace for 
either the government or the private 
sector. Designing and building 
networks on time and within budget 
is risky, operating and maintaining 
them is risky, and bankers are famously 
conservative. In addition, there are 
barriers to entry: The profit margins 

Experts Debate Municipal Network Financing Approaches

How much risk must cities incur to build universal fiber access networks?  
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on old infrastructure are such that 
there can be a price war. So there’s 
a fundamental public policy choice 
between the slow-build model, which 
is a proprietary, cherry-picking 
model based on demand aggregation 
and monopolistic control, and the 
ubiquitous, open-access model. 

A community can use public or 
public-private funding for ubiquitous 
broadband. It shouldn’t be reliant on 
donations and philanthropic ventures. 
The public-private funding model is 
a long-term concession in which the 
private partner takes responsibility for 
delivery and performance and receives a 
return on investment only if it performs. 
The private partner finances the asset 
based on its balance sheet, but the asset 
itself remains in public-sector ownership. 
This allows the risk of delivery to 
be transferred to the private-sector 
partner and makes sure that the cost of 
operating, maintaining and refreshing 
the network are built in at the outset. 

Gonick: The public-private partnership 
model is largely unproven in the 
U.S. marketplace, and it’s unproven 
anywhere in the world for fiber. 
There’s a cultural issue with the utility 
fee [which is required to support 
ubiquitous broadband]. 

Hann: The catch is that, because the 
financial markets will not finance 
subscriber risk, there has to be a public 
source of funding – a utility fee, a sales 
tax or another form of taxation. This is 
true for virtually all infrastructure. 

Hovis: There is no model out there 
with zero risk for the community and 
100 percent of what the community 
wants. Partnership means giving up 
control and decision making. The big 
goal is balancing those two. 

Joel Mulder, EX2 Technologies: 
But these municipalities are already 
spending money for services. They can 
become the network anchor tenants. 
If they’re spending $100,000 per year, 
and if I can permit, design, build 
and maintain a network for the same 
amount and deliver higher speeds, then 
I can package it all together, put in a 
few extra fibers, and look for partners 
who want to bring fiber to cell towers 
and business parks. Then I can go back 

to the city, and say, “You can pay me 
$100,000 a year for seven years, and at 
the end, I’ll hand you the title, and you 
can pay me or someone else to operate 
and maintain the network.”

Tom Coverick, KeyBanc Capital 
Markets: If a community is not 
willing to take risks, neither are 
investors. They’re suffering whiplash. 
As you put a financing plan together, 
think about how to assume just enough 
risk to convince investors that you have 
skin in the game, and they should, too. 
For example, the Utah Infrastructure 
Agency pledged energy franchise fees 
[toward fiber network construction], 
but we haven’t touched those fees, 
because network revenues are sufficient. 
The community has to be willing to 
put up something other than network 
revenues as a backstop for the bonds.

Hann: Financial markets will evolve 
when they see success. I think that, 

if we can prove the public-private 
partnership model, things will 
change. What’s lacking is a large-scale 
successful project.

Coverick: As public-private 
partnership projects become complete, 
there will be some acceptance, but 
investors aren’t there yet.

Hann: This is basic infrastructure that 
should be cheap. The problem is that 
the private-sector investment market is 
looking for a 20 percent return.

Gonick: There is a middle ground. 
There are hybrid models out there. You 
have to undergird the portfolio with 
patient capital. It’s not easy work; it’s 
not trivial; but building, operating and 
growing the network is infinitely more 
difficult. 

Coverick: Until the market accepts 
that fiber is an essential service, 
communities will have trouble 
marketing bonds. v
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