Price benchmarks for affordable broadband

The availability of affordable broadband is critical to ensuring that school districts
are able to purchase the bandwidth they need to enable digital learning in their
classrooms. Not surprisingly, the cost of bandwidth has a significant impact on
whether students and teachers have sufficient Internet access. Districts that do

not meet the Federal Communications Commission’s (FCC) 100 kbps per student
minimum threshold pay 2.3x more ($7.81) for their bandwidth than districts meeting
the FCC goal ($3.38), while those meeting the 2018 goal of 1 Mbps per student pay
60% less ($1.33) than those at 100 kbps per student.

Over the last year, the median cost per Mbps of Internet access declined 40%

from $11.73 to $7.00 as service providers leveraged improvements in broadband
infrastructure technology to deliver significantly more bandwidth to school districts
for their budgets. However, affordability still remains a challenge for almost half of
school districts as there continues to be significant variation in what districts pay for
Internet access, especially for higher-bandwidth circuits.

Internet access circuit prices can vary by more than 5x?

10t Percentile
25t Percentile
Median

75t Percentile
90t Percentile

$6,965
$8,000

$5,000
$4,636
$5,041

$261
$500
$1,207
$1,995
$3,000
$450
$905
$1,530
$2,400
$3,612
$801
$1,389
$2,200
$3,358
$1,500
$2,447
$3,271
$1,200
$2,235
$3,500

)

$1,731

Compare & Connect K-12,

school districts compare
their bandwidth speeds
and pricing to those of

Our free website,

is designed to help

neighboring districts.

www.compareandconnectk12.org

$3,152

$8,973

$15,931

$21,812

T When comparing the 25th and 75th percentile prices for the same circuit sizes. Prices can vary by more than 10x when comparing the 10th and 90th percentile prices.
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Chart 2: Wide Area Network circuit prices can vary by more than 3.5x
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In 2015, we suggested that by setting and widely communicating price benchmarks,
districts would have the information they need to be more effective buyers of
broadband. Using data from 6,781 school districts, EducationSuperHighway
demonstrated that $3 per Mbps was achievable by nearly one-third of school
districts purchasing 1 Gbps of bandwidth and that locale, district size, and affluence
did not impact the ability of districts to achieve this goal. In 2016, we have seen

that the impact of well-known price benchmarks is significant, with districts that
upgraded nearly doubling the rate at which they met affordability goals versus only a
25% increase among those that did not upgrade.?

Having expanded our 2015 dataset to 10,234 districts, we are now able to provide
Internet access price benchmarks specific to the most commonly purchased circuit
sizes while also reconfirming our 1 Gbps and 10 Gbps WAN price benchmarks. Table
1 and 2 show the 30th percentile benchmark cost per Mbps for the most common
Internet access and WAN circuit sizes and how those prices have declined in 2016.

Table 1: National Internet access benchmark prices across common circuit sizes

. s 2016 Cost 2015 Monthly
Circuit Size . .
per Mbps cost per circuit

10,000 Mbps $0.75 $0.38 $7,500
1,000 Mbps $3.00 $2.65 $3,000
500 Mbps $5.50 $5.10 $2,750
200 Mbps $9.00 $7.54 $1,800
100 Mbps $12.00 $10.25 $1,200
50 Mbps $14.00 $12.23 $700
< 50 Mbps $14.00 = -

Table 2: National WAN benchmark prices across common circuit sizes

10,000 Mbps $1,000
1,000 Mbps $750

2 We measure affordability by comparing the amount of Internet access a district is receiving to the amount they would receive if they spent their existing budget at benchmark
prices. For example, a school district spending $5,800 should be getting at least 1 Gbps ($3,000) plus 500 Mbps ($2,750), for a total of 1.5 Gbps ($5,750).
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We use 2015 30th percentile prices as our benchmarks because if all districts
achieve these prices the E-rate program will have sufficient funding to enable every
district to meet the FCC'’s long-term goals of 1 Mbps per student of Internet access
and 1 Gbps WAN connections. As seen in Chart 3, we are making significant progress
toward this objective with 2016 median costs now within 20% of the benchmark
prices for the high-capacity circuits (1 Gbps and above) that districts will need to
meet the FCC'’s long-term goals. In addition, 27 states already have more than half of
their school districts paying at or below the price benchmarks.

Chart 3: Lit Fiber Internet Access Circuit Pricing
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As in 2015, the following characteristics do not have a significant impact on whether
school districts were able to procure affordable broadband:

e School district locale
e Newer vs. older contracts

e  Whether the state or a regional consortium procures on behalf of school
districts in the state or school districts procure Internet access on their own

Implications for school districts

The State Educational Technology Directors Association (SETDA) predicts that
demand for bandwidth will grow to 1 Mbps per student in 2018. If school districts
are going to provide their teachers and students with sufficient bandwidth to keep
up with this growing demand, they need to maximize the bandwidth they purchase
for their budget. School districts can leverage the power of price transparency tools
to research what service providers are offering other school districts in their area or
region. Given the price variation that exists in the K-12 broadband market, districts
paying more than benchmark prices will be able to use this information to negotiate
prices with their service providers at or below benchmarks or identify other providers
in their area that are more competitive. At a minimum, districts should ask service
providers to explain why they cannot meet national benchmark prices for Internet
access and WAN circuits before signing a new contract.

? Fox, C., Waters, J., Fletcher, G., & Levin, D. (2012). The Broadband Imperative: Recommendations to Address K-12 Infrastructure Needs. Washington, DC: State Education

Technology Directors Association (SETDA) http:/www.setda.org/wp-content/uploads/2013/09/SETDA_BroadbandImperative_May20Final.pdf
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