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A community may have many stra-
tegic objectives for its broadband 
project – improving the delivery 

of local government services, boosting 
economic development, closing the digi-
tal divide. However, there should be one 
overarching strategic goal: ensuring the 
financial sustainability of the network. 

Whatever it does and whomever it 
serves, a broadband network has to gen-
erate enough revenue, grants or money 
from other sources to pay the bills. 
That’s what ensures financial sustain-
ability of the network. Building and 
operating networks costs money, as does 
buying or creating broadband applica-
tions and developing the content that 
motivates people and organizations to 
use the network. Private-sector entities 
involved with these networks have the 
added pressure of financially satisfying 
stockholders, boards and banks. 

If the heart of your broadband net-
work’s sustainability strategy is selling 
subscriptions to individual residents and 
mobile consumers, rethink your plan. 
Were the network a house, this would 
be similar to fixating on a classy roof 
or a cool playroom while ignoring the 
strength of your foundation.

Ever since the hype-heavy days of 
muni wireless, community broadband 
projects have been plagued with the 
concept that individual subscribers are 
the main base for sustaining a network. 
Residential subscribers collectively are 
important, but they are the secondary 
consideration. 

Why are they not the foundation of 
the network? First, in the areas most in 
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A community network can’t achieve any of its other goals unless it is financially 
sustainable. Here’s how to plan for sustainability.

need of broadband, individuals are often 
too few in number to offset the price of 
the network. Furthermore, the costs of 
winning and keeping these customers 
are huge; finally, there are financially su-
perior alternatives. These superior alter-
natives can generate 60 percent, 70 per-
cent or more of your network’s revenue. 

Go for the Gold,  
Add the Silver
The stimulus program has put the broad-
band needs of unserved and underserved 
populations front and center. However, 
many of those lacking adequate service 
live in small towns and rural areas and/
or have low incomes. That’s a small uni-
verse of potential paying subscribers for 
network buildouts with six-, seven- or 
eight-figure price tags. Furthermore, 
only a portion of these potential sub-
scribers will become paying customers, 

as not everyone who can afford service 
wants to pay for it, at least initially. 

The cost of winning and then keep-
ing individual subscribers is a major 
pain in the assets. You can quickly snag 
the low-hanging fruit – people who cur-
rently have no access and desperately 
want it or those who despise the access 
they do have. But to win everyone else as 
customers, you may have to spend $200 
or $300 per person, which can take 
months to recoup. Collecting monthly 
payments isn’t cheap, and tech support 
is expensive. There’s customer churn, 
too. Competitors won’t sit still while 
you rake in the bucks; they’ll raise the 
heat. You will have to drop prices and 
offer incentives to bring lost customers 
back to the fold. 

Smart cities go after financially supe-
rior alternatives and consider individual 
subscriptions as bonus bucks. Towns 
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The costs of winning and keeping individual 
broadband subscribers are huge; fortunately, 
there are financially superior alternatives that 

can greatly increase network revenue.
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such as Fredericton, New Brunswick,  
bring the largest local businesses into a 
room and persuade everyone to chip in 
to underwrite the network buildout and 
operating costs. Each business gets supe-
rior broadband service for a lower price 
than incumbents would have charged. 
Or you can imitate Santa Monica, Calif., 
which focuses on selling fiber services to 
local businesses that churn much less 
than consumers. 

Another tactic is to use broadband to 
persuade two or three major businesses 
to move into the area, bringing signifi-
cant dollars and other benefits. Lafay-
ette, La., was able to seal the deal with a 
major call-center operation that brought 
600 jobs to the community, thanks to 
its fiber network. The center benefits the 
network directly as a customer and ben-
efits the community economically with 
new jobs and taxes. 

The bottom line is this: Individual 
subscribers are the quality roof on your 
house of sustainability. But the finan-
cial foundation lies with government 
use of the network to cut its operational 
costs and with your leading businesses. 
They’re solid, they don’t require much 
customer support (relatively speaking) 
and, once satisfied, they rarely churn. 
Other institutional customers, such as 
medical facilities and colleges, are the 
sturdy walls that hold up your roof. 
And a fresh generation of broadband-  
stimulated, home-based businesses pro-
vides financial insulation. 

Here’s an important side note: Build-
ing your sustainability strategy by focus-
ing initially on institutional rather than 
individual customers helps avoid some 
of the spitting contests that cities such as 
Wilson and Salisbury, N.C., were forced 
to have with conservative think tanks 
and incumbent astroturf organizations. 
If you come to the table and slap down 
a dozen memoranda of understanding 

from prospective institutional subscrib-
ers, your network plans are much less 
vulnerable to opponents’ charges of be-
ing fiscally risky.

StrAteGic thinkinG Beyond 
the network
One downside of the broadband stim-
ulus program is that it has limited the 
focus of many communities and private-
sector companies to building a physical 
infrastructure. City councils’ procla-
mations that broadband is equivalent 
to gas, water and so on gives the clear 
impression that broadband is all about 
access. (“Once we have access, [fill in 
the blank] will improve.”) However, the 
network’s value and financial sustain-
ability rest not only with access, but also 
with the applications and services the 
access enables. Therefore, in your strate-
gic thinking you must consider, what do 
I do with this beast once I finish build-
ing it? What do we want to achieve, and 
how will we do it?

If you presume to know what con-
stituents want or need to do with the 
network, you’ll often be wrong. As a re-
sult, the network may not be built with 
enough capacity or with the right tech-
nology; it may not be properly marketed 
once it’s built; or it may fall victim to any 
number of other shortcomings that limit 
success. In diverse communities, the 
various constituent groups need different 
content, services and applications. 

The wants of individual subscribers 
seem to evolve or change completely ev-
ery six to 12 months and depend a great 
deal on consumer trends. Institutional 
customers, by contrast, tend to lock 
into a relatively small set of applications, 
such as data warehousing, mobile work-
force management and videoconferenc-
ing. Their requirements for data traffic 
and quality of service may be very de-
manding, but these requirements tend 

to remain constant for one or two years 
or even longer. 

To put the proper post-buildout strat-
egy in place for the network, you have to 
execute a needs assessment process that 
is very intense, inclusive and ongoing. 
During the assessment, focus on what 
people want to do on the network so 
you can decide what infrastructure to 
deploy. Within the confines of the bud-
get, build the network with attention 
to how it’s going to be used five years 
from now. Cast a wide net for gathering 
feedback, with lots of feet on the street, 
plenty of constituent meetings and a few 
town hall events. 

Once the network is built, you need 
a mechanism to gather feedback from 
constituent groups so you can keep your 
operational strategy current. You may be 
able to rely on service providers and ven-
dors to do this as part of their respon-
sibility to upgrade the network, or you 
may turn to the stakeholders you have 
identified. Your institutional custom-
ers can take responsibility for gathering 
feedback from their own employees and 
pass the results on to you. Whichever 
feedback-gathering methods you settle 
on, the methods should be determined 
by the nature of your community and 
constituents and should be flexible. 

lonG-term StrAteGic thinkinG
One of the biggest challenges for both 
public- and private-sector organizations 
involved with broadband is predicting 
and adequately planning for the future. 
Unless you have a great crystal-ball ven-
dor, there are many unknowns in us-
ing technologies that change as fast as  
Internet-related infrastructure and ap-
plications. Communities might consider 
building the middle-mile infrastructure 
and letting others, such as private-sector 
companies, build the last mile and de-
liver applications directly to consumers. 

The broadband stimulus program has 
made middle-mile projects a big topic of 
discussion because, first, you can’t have a 
broadband network without some sort of 
middle-mile infrastructure hauling data 
back and forth between network cus-
tomers and the Internet. Second, even 
though the middle-mile network costs a 
lot to build, it allows you to make broad-

Sell fiber broadband services to local businesses 
first – or persuade new businesses to move into 
the area based on the new broadband network. 
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band available to communities without 
needing to build or sell current and fu-
ture technologies that touch customers. 
Operationally, someone else carries the 
expense of keeping the customer satis-
fied through last-mile infrastructure, 
applications, customer support and new 
features.

A middle-mile SucceSS Story
Cambria County, Pa., offers a good ex-
ample of how to proceed with a network 
project using a middle-mile strategy. The 
county wanted to build a network pri-
marily for public safety and to enable all 
the towns and townships in the county to 
have valuable Internet access. However, 
the county didn’t want to be in the busi-
ness of serving end users directly. 

Cambria County built a county-
owned middle-mile network that goes 
beyond public safety to enable educa-
tion, economic development and digital 
inclusion. Planners of the 700-square-
mile network, which has been up and 
running since June 2008, used an ap-
proach that I believe will become the 
foundation for many other projects.

The county created a network in-
frastructure with features developed to 
withstand the rigors of public-safety 
use, including 24/7 reliability, redun-
dancy and disaster recovery. A network 
with that much power has tremendous 
excess network capacity available for 
other uses.

The county incorporated into the in-
frastructure multiple wireless technolo-
gies (5.8 GHz, 900 MHz, 4.9 GHz and 
Wi-Fi) and support for other wireless 
technologies, such as WiMAX, SCADA 
and automated meter readings. This gives 
last-mile builders and service providers 
great flexibility to use the technology that 
best meets their customers’ needs.

The county generates cost savings by 
reducing or eliminating telecom service 

contracts, thus recovering much of the 
money it spent to build the network. 
If you identify one or two key uses for 
middle-mile infrastructure that allow 
you to recoup costs, you’re in a strong 
financial position to facilitate last-mile 
capabilities.

Cambria County offers the network 
infrastructure as a digital “turnpike” to 
its 62 municipalities, enabling those mu-
nis to deploy applications and services 
that meet their respective needs rather 
than trying to sell everyone the same 
package of applications. The latter was 
the fatal flaw that led to the demise of 
a major Silicon Valley regional network 
project. The organizers could never get 
all 44 municipalities to agree to fund-
ing a set of services the planners wanted  
to offer.

Together with Conxx, the contractor 
that manages the network, officials of-
fer Cambria County schools a package 
of services that enable them to provide 
education and training that prepares the 
local workforce to function in a digital 
economy.

The county and Conxx recruited ser-
vice providers to lease the network infra-
structure and sell consumer services with 
faster speeds and lower prices than were 
previously available (if high-speed ac-
cess was even a possibility before). Note 
that this focus on the general consumer 
came after the county ensured the net-
work’s financial sustainability through 
services to local government and other 
stakeholders. 

Because the initial service provid-
ers were mainly consumer-focused, the 
county launched a second wave of re-
cruiting to bring in providers to offer 
business services that further accelerate 
economic development. This, along with 
the retraining of the local workforce, is 
bringing new businesses into the area.

Here’s something very important 
to note: Because each service that the 

county used or offered to constituents ei-
ther saved money or generated revenues 
for the county, financial institutions 
literally lined up to offer financing to 
Cambria County. This local government 
attracted investments that some private-
sector companies trying to deploy similar 
networks have been unable to attract.

A rAdicAl ideA
In 2009, I came across National Commu-
nity Development Services Inc. (NCDS), 
which specializes in boosting the eco-
nomic health of communities through a 
process it terms economic development 
fundraising. Because I believe a process 
that can raise $1.6 billion over 30 years 
for projects that spur economic develop-
ment deserves a fair review by those of us 
in broadband, I cohosted a webinar on 
broadband strategy with Tom DiFiore, 
president of NCDS. We decided to join 
efforts in the broadband arena. 

The concept is simple: Rather than 
looking for customers to buy services 
or charitable donors to contribute to a 
network, build a financial sustainability 
strategy based on a campaign to recruit 
investors for the network from within 
the community or communities build-
ing the network. 

We’re not using “investors” as a eu-
phemism for “subscribers” but as a term 
for people who invest more than the price 
of service in exchange for a piece of the 
action. This aligns with my position that 
communities need to treat broadband 
networks as business ventures. 

The investors may be the same com-
munity hospitals, large businesses or 
other organizations I described earlier 
as institutional customers, but in this 
case they’re putting a financial stake 
into the project. “Key funders have a 
greater sense of ownership in the initia-
tive they are funding,” explains DiFiore. 
“An investor expects a return on his or 
her investment, but here, the benefits 
the community receives are the primary 
return. Broadband creates economic 
growth, prosperity and vibrancy for a 
city, county or region. The largest stake-
holders in a community’s well-being, 
therefore, are logical potential investors 
in that mission, even if they are not cus-
tomers on the network.” 

Cambria County in Pennsylvania built a  
middle-mile network that its 62 municipalities 

could use in whatever way they needed. 
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NCDS’ premise is that any com-

munity economic development project 
should be viewed as a business venture. 
When the investment is successful, the 
return on the investment is more rev-
enue, higher profits, more jobs, a more 
skilled workforce, improved infrastruc-
ture, a friendlier business climate and 
so forth. If municipal budgets, bond 
financing and traditional financing are 
not available or practical for supporting 
the project, you should turn to those in 
the community who have both capital 
and the greatest stake in the project’s 
success. Because a network that offers 
services to constituents is a revenue-  
generating business, there is also poten-
tial for a direct financial return though, 
as in Fredericton, this revenue is rein-
vested in the network. 

In a typical scenario, the community 
might create a co-op or other nonprofit 
entity. Fredericton, for example, created 
a budget for building and operating a 
high-end fiber network. The city brought 
together the heads of 12 large commer-
cial and educational organizations and 
proposed that each of them and the city 
invest a fairly proportioned amount into 
the co-op. The co-op then retained con-
tractors and hired personnel to build 
and operate the network. The investors 
received broadband services as a ben-
efit, and profits went back into network 
services that benefited the community, 
including free citywide wireless.

economic development  
fundrAiSinG 
I’ve simplified the start-up process be-
cause the business, legal and tax proce-
dures to structure the entity are com-
plex, but I want you to grasp the basic 
concept. DiFiore provides more detail 
on how the fundraising process works: 

“Most successful fundraising cam-
paigns for community and economic 
development initiatives adhere to four 
core principles: 

1) It’s about the community’s needs, 
not the organization’s needs. So you 
make the community and the ben-
efits they’ll receive from broadband 
the focus of the campaign, not the 
organization.

2) It’s much easier to raise big money 
for specific initiatives and projects 
[digital inclusion, workforce retrain-
ing programs, improving health care 
delivery] than it is to fund an organi-
zational budget. No one is interested 
in ensuring an income stream for an 
organization. They want outcomes in 
the community, not ‘activity.’

3) What they help write, they will help 
underwrite. Key stakeholders and 
funders must have a sense of owner-
ship in the initiative being funded. 
The best way to achieve that is to 
involve them during planning and 
development.

4) The initiative must be relevant to the 
community’s needs and opportuni-
ties; there must be measurable goals 
that define progress and success; and 
the leaders of the organization/ini-
tiative must be accountable to the 
investors.

I would also add that market testing 
the initiative through a feasibility analy-
sis to determine the community’s likely 
level of support is absolutely critical.”

Because an economic fundraising 
campaign for investors should bring in 
some organizations that may not be-
come customers of the network, and 
possibly wealthy individuals as well, pay 
attention to the messaging you use. 

“I would guess that most people – 
even smart business people – don’t really 
understand all the benefits and impacts 
that a robust broadband infrastructure 
can bring to a community,” states Di-
Fiore. “A new interstate highway, or a 
new industrial park, they understand. 
But bandwidth, redundancy and so 
forth may not mean much to them. Help 
prospects connect the dots between 
broadband and community growth and 
prosperity, then translate this to their 
own businesses. When they see the con-

nection, they’ll understand the need to 
invest to make sure it happens.”

When DiFiore and I first spoke, I 
asked how a community with a small 
population could raise enough money in 
this manner to fund a typical network. 
He answered, “We’ve raised millions 
of dollars for small, rural communities 
with populations as small as 10,000. 
The fundamentals are really the same, 
just on a smaller scale.” 

He believes that if there’s a way to 
facilitate growth and prosperity, the 
people and organizations with the big-
gest potential to benefit should carry 
a significant portion of the load, with 
smaller stakeholders providing fair and 
proportionate levels of support. In Fred-
ericton, with a population of 51,000, 
there are now over 30 investors of all 
sizes in the co-op. 

“In a large metro area, you might 
have as few as 80 to 100 investors sup-
porting a $20 million economic devel-
opment initiative,” says DiFiore, “with 
the lead investor giving $2 million or $3 
million and the top 10 after that giving 
$9 million or $10 million collectively. 
A small county may launch a $2 mil-
lion initiative with a lead investor at 
$200,000 or $300,000 and the next 10 
giving around $900,000 collectively.” 

The other key factor, especially in 
smaller communities, is to execute these 
programs as public-private partnerships, 
with the private-sector partners all local 
businesses. City and county governments 
can usually come up with between 30 
percent and 40 percent of what’s needed 
for these kinds of initiatives, lessening 
the funding burden for local businesses. 
Don’t forget to include your local banks 
in the mix. Finally, you and your stake-
holders can decide whether and how to 
work service providers and vendors into 
the equation.  BBp

If municipal budgets, bond financing and other 
traditional financing cannot support your 

broadband project, turn to those who have the 
greatest stake in the project’s success.


