COMMUNITY ANCHOR
INSTITUTIONS
SERVED b
GOVERNMENT
antd NON-PROFIT
FIBERNETWORKS

State and local government networks can often provide anchors with high-
quality bandwidth at affordable rates.



The SHLB Broadband Action Plan includes the following:

Connecting Anchor Institutions: A Vision of Our Future
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Broadband Needs Assessment and Planning for Community Anchor Institutions

Wi-Fi and Wireless Networking for Community Anchor Institutions
Partnerships, Sharing, and Community Anchor Institution Broadband
Promoting Competition for Community Anchor Institution Broadband Services
Broadband Infrastructure Policy and Community Anchor Institutions

Community Anchor Institutions Served by Government and Non-Profit Fiber Networks

Joanne Hovis is president of CTC Technology & Energy, where she heads the firm’s work in network business
planning, market analysis, financial modeling, policy, and strategy. Joanne advises cities and states regarding
how to build strategy and opportunity for public—private partnerships in broadband. She led the CTC teams
that developed first-of-their-kind partnerships for the Commonwealth of Kentucky, the City of Santa Cruz, and
the Champaign-Urbana Big Broadband consortium. Joanne is a former president of the National Association of
Telecommunications Officers and Advisors (NATOA) and serves on the boards of the Fiber to the Home Council,
OneCommunity, and the Benton Foundation.

Broadband Subsidies for Community Anchor Institutions
Government Funding for Broadband Network Providers Serving Community Anchor Institutions
Rural Broadband Programs and Community Anchor Institutions

Community Anchor Institutions and Residential Broadband Adoption



Introduction

State and local governments have been providing anchor institutions with high-speed data connections
using fiber-optic networks for several decades. Indeed, tens of thousands of schools, libraries, community
centers, and public health and safety providers obtain their broadband connectivity from local government
and state non-profit networks, including state research and education networks. Policymakers should
strongly consider developing or augmenting their municipal or statewide governmental or non-profit
networks to ensure that their anchor institutions have the highest-quality broadband connectivity, to
establish a foundation for economic growth, and to meet fundamental societal needs.

Government and non-profit anchor networks generally do not require short-term profits and, in most cases,
can focus on long-term and community-based goals. These networks enable anchors to benefit from high
bandwidth and reliability at reasonable per-unit pricing. These networks also benefit the private sector;
many anchor networks lease excess capacity to and from commercial providers. While some criticize
municipal broadband providers that serve residential customers, there are very few objections to networks
that focus on serving anchor institutions.

Addressing the Unmet Needs of Government Agencies and Anchor Institutions

Anchor institutions often cannot afford to purchase high-capacity circuits from the private sector; rather,
anchors simply cap their bandwidth and choose not to deploy applications that require high bandwidth. In
other cases, high bandwidth capacity is just not available to anchor institutions at any price because the
commercial carriers have not deployed the required infrastructure in that region.

The town of Holly Springs, North Carolina, for instance, was paying private providers higher bills each
year, and it was struggling to afford the bandwidth it needed. The town decided to construct a municipal
network to provide telecommunications services to public buildings and community anchor institutions.
The network cost $1.5 million to build, and is set to pay for itself in less than 10 years. The network offers
connection speeds that are exponentially faster than the services previously obtained from the private
provider. The network will also lease extra fiber strands to companies who want to serve homes and
businesses, thereby allowing the private sector to “piggy back” on its network.!

Similarly, in response to the increasing cost of service from a commercial provider, county officials in
Martin County, Florida, decided to connect public buildings to the county’s fiber network. The decision
reduced the cost by sharing conduit with the county’s traffic division, which was upgrading its intelligent
transportation system. The county reduced the cost even further by negotiating a fiber swap with a rural
exchange company in the region. The county built the network using a $3.12 million loan and the network
is expected to provide $30.3 million in savings over the next 20 years.?

Fiber-Based Networks Offer Affordable Scaling as Needs Grow

Fiber-optic networks have a useful life of decades because the capacity can be upgraded simply by
changing the electronics at the end of the fiber. These networks are capable of supporting greater speeds
and bandwidths as anchor institution needs and applications grow. Anchor networks commonly upgrade
any one of their backbone fiber pairs to hundreds of gigabits per second — which is often faster than
available commercial service offerings. Further, government and non-profit anchor networks often offer
increases in capacity at little or no increase in recurring costs to the anchor because of how they typically
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structure their cost recovery models. Cost savings from aggregating traffic from multiple users sharing the
same network are passed along in the form of lower prices to all users, including the anchor institutions.

For instance, Merit Network (a non-profit research and education network in Michigan), received two
federal Broadband Technology Opportunities Program (BTOP) grants to deploy fiber throughout the state.
Merit has realized operational cost savings as a result of this fiber infrastructure and has passed those
savings onto its anchor institution members. Merit provides several examples of schools and libraries that
increased their capacity from 3 Mbps to 1 Gbps (about a 300% increase in speed) at prices that are less than
what they had been paying a commercial provider.?

The Efficiencies of Shared Construction

Many of the government anchor networks in operation were built through the economically-efficient
mechanism of shared construction, in which agencies and organizations agree to build cooperatively and
simultaneously. For instance, the network that serves the four partnered entities in and around the city
of Seattle (including the City, King County, University of Washington, and school district) was made
affordable by the agreement of the four entities that, in the event that one of the partners planned to deploy
fiber infrastructure, the others would have the option of contributing funds to build additional capacity in
this shared infrastructure. Each partner agency operates its own network services over the shared physical
infrastructure, but only one physical network was built to enable these many functional networks. The
end result has been a robust, high-speed bandwidth infrastructure that realizes economies of scale in
both construction and maintenance—and delivers world-class services to Seattle-area anchor institutions,
including schools, higher education, public safety, and libraries.*

Walton County in the Florida Panhandle offers another example:

Incumbent providers have failed to invest in the region’s infrastructure, and as a result,
connectivity has been both poor and expensive. Some county agencies pay as much as $500
per month for 3 Mbps DSL connections that don’t meet their needs. “Basic functions of our
government are not working due to inadequate speeds,” explains Rick Wilson, projects and
programs manager for the Walton County Board of County Commissioners.’

Walton County joined with several surrounding counties to build a new network using Alabama-based
fiber provider Southern Light. The network will connect more than 50 public buildings, including schools,
libraries, firehouses, sheriff’s offices, a rural health care office, road crew offices, commissioners’ offices,
and community centers.

A Platform for Last Mile Deployment to Homes and Businesses

Local government and non-profit anchor networks often realize yet another key efficiency — these networks
also can serve as an open platform for last mile deployment, both public and private. By their nature,
most government networks to anchor institutions will reach deep into neighborhoods that house schools,
libraries, public health offices, and government facilities such as water towers and fire stations. Many
localities then lease excess capacity to private sector providers to enable service provision and last-mile
build-out in the neighborhoods. This trend is fast accelerating as hundreds of localities make available
spare fiber optic capacity to private carriers at rates designed to catalyze new private sector investment
and opportunity.®
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In Clackamas County, Oregon, a public fiber-optic network serving anchor institutions was purposely built
with excess capacity that the county now leases to eight retail Internet service providers (ISPs). Access to
the county’s middle-mile network allows the ISPs to provide significantly better service to end customers
and improves the business case for additional investment in last-mile networking solutions. The county is
able to cover the ongoing cost of operating the network with the revenues generated from leasing excess
network capacity.’

Similarly, Arlington County, Virginia, recently built a fiber-optic network to meet the county’s internal
communication needs. The county is now using excess network capacity to attract businesses to the area,
in support of the county’s economic development goals. The county offers three-, five-, and ten-year leases
for up to 48 strands of dark fiber to any entity that can demonstrate it will use the connection to expand
economic opportunities within the county.®

Strategies to Finance Government Anchor Networks

There are several strategies local and state governments have used to finance anchor networks. Where
there is sufficient leeway in the general fund, governments can appropriate funds to cover the necessary
initial capital expenditure, either on a one-time or multi-year basis. If there is not sufficient leeway in the
general fund, a number of municipalities have used general obligation bonds, revenue bonds, or certificates
of participation to finance the network build-out.

While these financing strategies do come at a cost, the lack of a high-capacity anchor network can pose a
greater threat to the community’s long-term financial situation. Government agencies’ and anchor institutions’
demand for bandwidth will continue to grow in the coming years. Failing to invest in high-capacity broadband
can impede the community’s economic growth.

Anchor networks tend to have a relatively modest payback period, with the initial investment often being
offset through avoided costs in roughly 3-10 years. This holds true even when bonds are used to finance
the network build-out, taking into account the cost of servicing the debt.

Once constructed, there will also be ongoing operational costs associated with maintaining the network.
Often, the network manager charges agencies and anchor institutions fees for their use of the network that
are limited to the actual operational costs. Most networks have been able to reach financial self-sufficiency
while charging agencies far less than a private carrier would charge for comparable services.

There is also growing interest amongst private financial institutions willing to invest in municipal networks.
Local governments may be able to find alternative means of financing government anchor networks using
private capital.

Addressing Criticism of Municipal Networks

Despite numerous examples of successful municipal networks providing broadband services on a wholesale
or retail basis,” some critics argue that such networks unfairly compete with private industry and can pose
a risk to taxpayers. While much of the criticism is unfounded and based on factual errors,'® these criticisms
are largely irrelevant to anchor networks. Very few of the critics of municipal retail and wholesale networks
argue against municipalities’ right to own and operate a network to meet their agencies’ internal needs.
Commercial companies generally do not question anchor institution networks in part because these networks
are analogous to private, corporate networks that are usually provisioned by commercial companies.
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Policy Recommendations

To help community anchors obtain the high-capacity broadband they need, policymakers should consider the
following options:

State and local governments should consider creating or upgrading their municipal or state non-profit
networks to expand broadband service to anchor institutions. States and municipalities have successfully
used anchor networks to control the cost of communications services for decades. While the success of such
networks depends on wise financing decisions, quality engineering, and skilled operation, there is often a
strong business case for local and state governments to invest in fiber infrastructure in order to serve local
anchor institutions in a cost effective manner while benefiting the private sector as well."!

State and local governments that deploy fiber optics for internal use, including to government and public
safety facilities, should include the full range of anchor institution types in their plans, including education,
health care, libraries, community centers, public media, and digital inclusion training sites.

The Federal Communications Commission should continue its successful policy of allowing municipal and
non-profit networks to serve as eligible providers under the E-rate and Healthcare Connect Fund programs,
thus enabling schools, libraries, and health care facilities to benefit from the competitive bids and services of
public as well as private sector networks.

Federal and state broadband funding programs, including but not limited to those specifically designed to
extend or improve services to anchor institutions, should include local governments and affiliated non-profits
as eligible entities for funding.

Policymakers should encourage shared construction by multiple government agencies to deploy fiber conduit,
lower their costs, and avoid deploying duplicate networks.

Municipal and non-profit networks should be encouraged to build excess capacity that they can lease to the
private sector in order to promote competition by commercial service providers and generate revenue to pay
for the operating costs of the network.
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OPEN, AFFORDABLE,
HIGH-CAPACITY BROADBAND for
COMMUNITY ANCHOR INSTITUTIONS
IS AN ATTAINABLE GOAL,
BUT ONLY IF WE REACH TOGETHER.

SHARE

Share on social media about SHLB’s Broadband Action Plan and
the Grow2Gig+ Campaign.

Tweet @SHLBCoalition and follow using #Grow2Gig.
Follow us on Facebook and LinkedIn.

LEARN

Stay informed and learn about the best broadband policies and examples of
how to improve anchor institution connectivity by reading and contributing to
SHLB Coalition’s Action Plan web portal.

ADVOCATE

Reach out to policymakers at the local, state, and federal level and help us fight
for digital equity.

GROW2GIG+

ANCHORS ADVANCE COMMUNITIES

“Grow2Gig+: Anchors Advance Communities” is the SHLB Coalition campaign to make gigabit speeds for
anchor institutions a national priority. “Connecting Anchor Institutions: A Broadband Action Plan” is a crucial
component of the Grow2Gig+ campaign, which also includes an interactive website that provides a hub for
discussion, updates, and information to guide these national efforts. Gigabit broadband for community anchor
institutions is an attainable goal, but only if we reach together. Help us Grow2Gig+! www.shlb.org/action-plan


https://twitter.com/SHLBCoalition
https://twitter.com/search?q=%23grow2gig&src=typd
https://www.facebook.com/SHLBCoalition/
https://www.linkedin.com/company/shlb-coalition
http://www.shlb.org/action-plan
http://www.shlb.org/action-plan

SCHOOLS, HEALTH & LIBRARIES
BROADBAND COALITION

& SHLB

The Schools, Health & Libraries Broadband (SHLB) Coalition is a 501(c)(3) advocacy organization that
supports research and public policies that promote open, affordable, high-capacity broadband connectivity for
anchor institutions and their communities. Founded in 2009 in Washington, DC, the SHLB Coalition receives
financial support from its non-profit and corporate members and from the Bill & Melinda Gates Foundation. For
more information, visit www.shlb.org/.

Published by

The Benton Foundation works to ensure that media and telecommunications serve the public interest and
enhance our democracy. It pursues this mission by: 1) seeking policy solutions that support the values of access,
diversity and equity; 2) demonstrating the value of media and telecommunications for improving the quality of
life for all; and 3) providing information resources to policymakers and advocates to inform communications
policy debates. For more information, visit www.benton.org.
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