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RESEARCH NOTE:
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presented in this report ig
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It was completed in April
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Those surveyed were
from small and medium
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with between 10 and 250
employees.
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sponsoring this research.
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Soaring across theegions
A view of the impact of theinternet on business

The internet offers any business thgportunity to present a commercial image indepenc
of the organisationés size and | ocatio
the UK have exploited the internet as it has evolved from an interesting medium 1
technologyaware to & essentialcommera@l platform. With this increasing importance, ar
the interned ability to extend the reach of a businesssivaluableto realiseprecisely what
different internet service providers (ISPs) offéefore buying This includes evaluating
serviceleveland supportapabilitiesand understanding how these vary throughout the U

e Across the UK, SMBs have embraced the internet
Widely accepted as a fundamental businesd, the internet has moved far from its acader
roots. While many companies in some of the more traditionally industrialised rebaresgone
online more recently,other regions with more rural expanseshow a significant strategic
commitment to the internet.

¢ New services and applications are playing a significamble
Internet ommunications not only extend the redoh remoteareas many new applications als
permit those based in locations where transport routes are congested to switch from physic
to digital. Thisincludes web angideo conferencing, but also the use afoenmerceplatformsto
interact with supplierscustomersand partners

e Internet connectivity has become vital for many, with reliability being an important issue
While around a quéer of companies in most regions could copenfmmore tharan hour with no
internet connection, there are a couple of regions where many comptlhibglieve they can
manage for over a day without @ompanies in most areas expect good servicedaral look to
providers with reliable reputations and business level supporta lmignificantnumberreport
connection performance droppibglow what they would expect

e Consumer applications have an impact in the workplace
Companies across the UK aretinimg personal internet usage by employees, often for dom
chores and general access, but also for social networking and instant medsatiiagnain a
pragmatic view is taken with policies that allow use during lunchtime and outside working
but many have put in place access control and site/content monitedhgologiesto keep
personal internet use check.

o Despite any personal use concerns, working from home is being encouraged
Home working provides business as well as personal flayibhd seems to be more pronounc
in areas where transport links are congested, and competition for staff is higbleit. phones
and laptops are the main tools provided to support home workers, although in some
employeesre supplied with broadband connections and data cards paid for by the business

e There is a simplistic view of the internet connectivity options available
Knowledge about the differences in the range of options from ISPs is patchy. Despite comp
some regions suggesting thesao problem with the level of jargon in the industry, many in th
sameplacesstruggle with their comprehension of interrsetrvicerelated technical terms. Thi
lack of understanding will have a business impact and affeetsommercial relationship betwe
ISP and SMB.

CONCLUSION: Now British SMBs haveembraced the internet and rely upon it for increasinc
sophisticated services, it becomes even more important to understand the different offe
providers and look beyond price to added value and regional supp@ralsoplaces an onus ol
the ISPs themsets to differentiate their product options to demonstrate most clearly the be
and business impact of their servicasd how they intentb support customercrosshe UK.
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Introduction

This report looks at the degree to which small and medium
sized businesses (SMBs) in the UK have taken advantage of
the internet, and where they are facing challenges. In
particular it looks at regional differencesithin the UK,
although it should be noted the sample sizes in certain
regions were small ansb the conclusions drawn abpased
on a broad view of the results rather than specific details

The resarch behind this report involvédterviews with 345
UK-bassed managers with operational or commercial
responsibility for IT and data communicationgach
organisatioremploysbetween 10 and 250 workers.

Quocirca would like to thank all the participants for their
time to take part in the telephone interviews framich the
data for this researclis derived andto thank Easynet
Connect for its sponsorship of the research.

The focus of information technology
(IT)

Businesses face many diverse challengesich fall into
three broad categori@suncertain risks, risingosts and new
opportunities. Technology brings its own costs, risks and
opportunities, and the overall value of IT to a business must
be considered before an investment is médeile SMBs in
many parts of the UK think IT investment is essential, it is
notalways the case (Figure 1).

Figure1
Importance of IT in helping the organisation meet its business
needs
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Recognising the contributionf IT to a business makes
investment in it a strategic decision for many, although
significant numbers of companies in some regions still view
IT as a tactical cost (Figure 2).

Figure2
How is IT spending currently characterised?
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Connecting the SMB

Business use of the internet has rapidly become part of a
longerterm strategyWh at st arted out as
being left behindbé message i
dotcom crash to emerge as a serious business commitment.

However while manySMBs have atrategic approach to the
use of theirinternet connection, this seems more pronounced
in regionswith large rural area@=igure 3).

Figure3
How is the commercial use of the internet being carried out
as part of a formal business strategy?
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Those lacking a firm strateggightfind it fits business needs
for the moment, but over timeas commercial pressures
grow, the need to get the best out of online investments will
become peamount This is especially true for those that
come to rely on internet connectivity to communicate with
customers, prospectand suppliers angd increasingly to
enable their employees to work more flexibly.

While a third of SMBs have only embraced the internet in
the last five years, by far the majority have been connected
for some time However, businesses in traditionally heavy
industrial regionhiavelaggeda little (Figure 4).

Figure4
How long has the business had an internet connection?
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However the majority of companies have had many years of
experience of using the internethey now offer greater
access for all employees to use the internet as a primary
resource for information and communication, and for the
business to link more directly and immediately to customers,
partners and suppliers over any distance.

This reduces many of the advantages of reach that larger
companies once enjoyed over SMBs, who caw more
easily be part of wider national and intefoaal business
communities, although for those in some regions, local and
national customers are still the main focus (Figure 5).
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Figure5
Business regions addressed in terms of where customers are
based or located
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The internet support industry has grown rapidly with many
more specialised internet service providers (ISPs) focused on
busness users, and differentiating themselves on price,
service levels and value adthis has led to connection costs
falling, and a growth in bandwidth or capaciyhile overall
churn between suppliers is fairly low, some regisesm to
have seen signifantly more chnges in suppliers in the last
two yearsthan othergFigure 6).

Figure 6
Has there been a change of internet supplier in the last two
years?
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Any reticence in changinguppliercan partly be explained

by a desire to avoid upheaval in the IT department, and partly
that the costs form a smaller part of the IT budgahtmany
other line items.It also reflects the difficulty in really
understanding how internet connectivity offerings differ
among suppliers and what impact those differences could
have on the business. The ISP industry has been maturing of
late, with megers and business failures aimdsome regions

this will have affected the available options for SMBs.

Impact of new services

The widespread availability and affordability of broadband
hasextendedhe market for permanent internet connection to
both SMBs and consumers alike. This has enabled the world
of ecommerce and other online services, as it can be

assumed that a prospective customer base is now also able to

be 6always onlinebd.

Other interneenabled applications, such as online order
tracking, IP surveillance cameras and media downloading
have become viable as the availability of bandwidth capacity
has led to more conterich networked applications and data.
Coupling the digitisation of all types of data storage and
transmission, from of§ite bakups to video and phone calls,
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with lower cost and pervasive higipeed connections has led
to new usesf the interne{Figure 7).

Figure?7
How many are adopting new internet applications?
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The reasons for such interest in new applications link back to
the primary business need€-commerce extends the
customer base beyond the confines of the local geography.
Remote backup reduces risk by improving business
resilience, and adds the flexibility of remote access and
management of lekup proceduresVoice over internet
protocol (VolP) telephonyremoves theneed for separate
voice and data networkdncreases productivity by linking
the making of calls to IT applications and can reduce call
costs, or at least make them more predictable.

Even video conferencing, once thought of as expensive,
specialised and fficult to use is becoming more popular
amongst SMBs and is also of growing interest as it reduces
the need to travetherebysaving time, cost andeducing
environmentalmpact Interest in this is not restrictgdst to
remote areas but also places wehdravel is difficult or
congested.

Reliance and dependence

This increasing use of sophisticated and powerful internet
based applications is not without risk. particular for those
companies wha@ome torely on their internet connection for
services sch as telephony or customer sales, the stability and
continuity of servicehen become essential

While frequent failures of internet connections are not
commonplace for UK companies, a great many have noticed
occasional failures of their service (Fig@e

Figure 8
Has the business internet connection ever failed?
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This type of gap in service could be catastrophic for a
company reliant on the continuity of connection, but may not
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be noticeable for those companies where the internet is really
only providing a little extra visibility, or employee access.
Many conpanies have already passed that point &ordhe
majority of businesses in most areas of the UK, a gap in
service longer than the business &g problem (Figure 9).

The internet has moved from something nice to have to a
way to extend the businesand is now an integral and
critical commercial platformThis has to be borne in mind
when seeking suppliers and validating their offerir@imply
looking for lower cost or higher bandwidth at the same price
will be false economy if the service fails.

If the connectiorfailure is not total, the vagaries of the
packet switched network, and how the ISP is connected to
the rest of the infrastructurmight affect the performance of
the connection periodicallyand this is noticed by SMBs
(Figure 10).

A moretroublesome concern is how much or how often are
customers, partners and other external contacts noticang
dropin service To them it is not a technology problem but
an issue that stops them getting on withirtheisines8 if
communications are noworking it is easy to take their
business somewhere else.

Making sure the internet connection nstee business needs

is therefore important not only for critical services and those
companies dependent on their connection, but also for the
external percens of all companiesThe reality is thatan
internet connection is a more complex issue than simply
speed and cost in megabytes per secdimdnkfully most
businesses recognise thithe main areas of concern overall
are in getting the right level of bingss support (Figure 11),
reliability of connection (Figure 12) and security of the link
Figure 13).
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