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Appendix 1 —Research approach
and methodology

There are many possible definitions of what ‘digital’
actually means. For the purposes of the Index, we have
agreed on a set of factors we believe best describe ‘digital’

Applying this definition, the Index methodology involves

an assessment of the digital maturity and positioning of

small businesses and charities across a whole range of

dimensions, including:

= Communicating online

= Having access to and using digital technologies

= Using digital internally to drive greater efficiency (for
example, online training tools)

Robust online security, to protect customers, donors, and
the organisations themselves

= Running a website, where customers and donors can
find information

Using online banking tools

Possessing a range of Basic Digital Skills (as defined by
Doteveryone’s new definition — see appendix 2 on page 3)

Maintaining a social media presence e.g. use of Facebook
or Twitter to interact with customers or donors.

25% of the overall score is generated from Lloyds Bank’s
own transactional data. The report is representative of
small businesses and charities in the UK with a business
banking relationship.
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New for 2016

= Weightings have been removed from the Index
methodology this year, so all digital variables are equal.

= The presentation of the Index score has been
amended for simplification and the Index scores are
now shown on a scale of 0-100. Scores from 2014 and 2015
have been recalculated using the 0-100 scale to allow year
on year comparison.

= Asthe pace of growth for small businesses and charities
differs, their Index scores have been separated to enable
individual analysis going forwards. A second round of
research was conducted in May 2016 for small businesses,
to validate the measure of Basic Digital Skills, as well as new
analysis of gender and export.

= Further qualitative analysis was conducted this year to
enrich the Business Digital Index findings. Twelve small
businesses and eight charities in the South East and North
West regions were interviewed, to find out what digital skills
they have, gain in depth understanding of their attitudes
and the barriers to doing more online.

= The new Doteveryone definition of Basic Digital Skills
was used —see appendix 2 for the new definition of Basic
Digital Skills.
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There are now separate Index
scores for small businesses
and charities



Appendix 2 — Revised definition of Basic
Digital Skills

Doteveryone revised their skills definition for digital capability
in 2015, moving from the previous four categories of Basic
Online Skills to a new definition of Basic Digital Skills.

This updated definition introduced a new 'problem solving'
category and refreshed many of the tasks required for the
other basic skills. Organisations are regarded as having 'Basic
Digital Skills' when they have all five of the skills.

Purchase and sell goods and services,
organise finances, register for and use

APPENDIX

COMMUNICATING

Communicate, interact,
collaborate, share and
connect with others

2016 BASIC

DIGITAL SKILLS

TRANSACTING

Government digital services

PROBLEM SOLVING

Increase independence and confidence
by solving problems using digital tools
and finding solutions

CREATING

Engage with communities
and create basic digital content

MANAGING INFORMATION

Find, manage and store digital
information and content



APPENDIX

Getting
Started

Appendix 3 —-Small businesses, advantages to being online, Appendix 4a — Small businesses, change in turnover in the past two
by age of business, 2016 years, by segment, 2016
‘ [ increased M Decreased M Stayed the same
Advantages Lessthan 3-4 5-9 10years . Total
three years years ormore | |
years ! |
Wider geographic coverage 69% 66% 60% 59% . 62% :
1 1
Saving time 90% 85% 84% 84% | 85% :
I 1
Increased sales or donations 68% 57% 62% 54% | 58% |
| 1
More effective marketing 79% 68% 67% 62% E 66% 1
Attracting more customers 86% 79% 74% 66% C72% 1
or supporters 1 1
1 1
Increased feedback 84% 77% 76% 67% L 72% l
and interaction | !
1 1
Simplified process of taking 61% 61% 63% 55% . 58% !
payments or donations : :
Cost savings 66% 68% 65% 63% - 64%
Ability to trade overseas 30% 28% 27% 30% 2%
Use mobile to do business 73% 77% 70% 60% E 65% ;
on the move | |
I 1
Mobile to take payments 39% 38% 28% 19% - 26% !

Passive Established High Advanced



Appendix 4b — Small businesses who reported an increase in turnover, percentage of increase, by segment, 2016

APPENDIX

Passive Getting Started Established High Advanced 3 Total
By at least 1% 6% 12% 2% 2% 1% 3 2%
By atleast 3% 7% 7% 4% 3% 3% 3 4%
By atleast 5% 32% 2% 14% 11% 13% 3 13%
By at least 10% 16% 23% 23% 25% 19% 3 21%
By atleast 15% 0% 12% 8% 11% 6% 3 8%
By atleast 20% 16% 12% 17% 14% 14% 3 15%
By at least 25% 10% 21% 11% 16% 18% i 16%
By atleast 50% 3% 7% 10% 8% 15% 3 11%
By at least 75% 0% 2% 2% 4% 2% 3 2%
By at least 100% 10% 2% 9% 6% 9% 3 8%
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Appendix 5-Small businesses reported 'narrow’ digital skills, 2016

Basic Digital Skill

Managing information

Communication

Problem solving

Transact

Creating

Narrow skill

Store digital information on suppliers and customers

Search forinformation on new suppliers and find the best deals
Understand who uses your website (analytics)

Search and discover growth opportunities for your business

Digitally communicate to maintain customer and supplier relationships
Use social media to promote your business or organisation
Provide accessible information and offer FAQ service

Utilise technology such as video-conferencing to reduce costs and increase efficiency
Use analytics to improve website performance
Use online feedback to influence products and services

Sell through your website

Manage your invoices and accounts digitally
Receive payments or donations

Protect yourself from frauds/scams

Apply for permits and licences online

Create and maintain an informational or e-commerce website
Create content (images, logos, copy) to promote your organisation
Create social media communities to engage with customers
Create resources to improve employee skills levels

I 32%
T 89%
B 3%

| 1%

A— 5%
I 2%
A—— 3%

A 56%
I 5%
P 4%
I, 2%
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Appendix 6 — Small Businesses, proportion using digital for different purposes, 2015 vs. 2016
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APPENDIX

Appendix 7 — Small businesses, ‘A social media presence helps/would help
my business to increase revenue' — agree/disagree, 2015 vs. 2016

Completely disagree ——

Disagree —

Neither ——

Agree —

Completely agree —

Don'tknow —

W 2015 M 2016

—— e
I 2%

P 13%
I 10%

P 18%
I 5%

I 16%
I, 18%

7%
I, 18%

I 6%
I 3%

Appendix 8 — Small businesses using Government
digital services, by number of employees, 2016




APPENDIX

Appendix 9a — Small businesses using digital to support Appendix 9b — Small businesses using digital to
trade overseas, by industry sector, 2016 support trade overseas, by turnover change, 2016

Average

M increased Turnover

) B Decreased Turnover
Manufacturing

ﬂ _ 399 I Turnover stayed the same

" . . - W Don't know
Administrative and Support Service Activities

Retail
I
Arts/Recreation

A
Real Estate

£ I

Construction

B

T

Use digital to support
trade overseas



APPENDIX

Appendix 10 — Small businesses' response to 'Having a mobile is Appendix 11 — Small businesses who report an advantage of
crucial to the success of my business’, by segment, 2016 mobile is being able to do business on the move, by number of

employees, 2016
B Completely disagree Ml Disagree [ Notsure Il Agree M Completelyagree M Don'tknow
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70%
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|
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67%
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Total

J L L J L

Passive Gettingstarted ~ Established High Advanced Total
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APPENDIX

Appendix 12 — Where small businesses go to get advice on how to use technology and the web,

by number of employees, 2015 vs. 2016

M 2015 [ 2016

Number of employees 1 1 2-5 2-5 6-9 6-9 10-249 10-249
Sources of advice

Search Online 9% 48% 4% 42% 2% 37% 7% 36%
Friend/Relative/Colleague 42% 64% 30% 52% 21% 44% 14% 42%
Local Business Network 3% 19% 1% 23% 6% 19% 2% 17%
GOV.UK 0% 13% 0% 21% 6% 15% 6% 20%

IT Supplier 25% 25% 38% 33% 43% 37% 52% 58%
Consultant 25% 23% 23% 29% 38% 24% 37% 42%
Recruit 3% 11% 5% 9% 2% 13% 5% 14%
Business Peers 2% 30% 1% 19% 2% 12% 5% 20%

Local Council

Training Course

0%
0%

2%
2%

3%
0%

0%
3%

0%
0%

1%
1%

0%
0%

1%
3%
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Appendix 13 — Small businesses, percentage of total budget to be invested in

APPENDIX

developing digital skills, by number of employees, 2015 vs. 2016

M 2015 [ 2016

Number of employees 1 1 2-5 2-5 6-9 6-9 10-249 10-249
Total Investment

0% 88% 78% 83% 66% 75% 53% 59% 36%

1% - 2% 4% 6% 5% 10% 5% 17% 16% 20%
3%-5% 2% 6% 4% 11% 3% 11% 4% 18%

6% -10% 2% 3% 1% 5% 1% 4% 2% 5%

11% plus 1% 2% 1% 4% 4% 8% 3% 4%

Don't know 3% 5% 6% 4% 12% 7% 16% 17%
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APPENDIX

Appendix 14a — Small businesses, number of Basic Digital Skills, by gender, 2016

Male Female
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Number of skills
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Appendix 14b — Small businesses, Index score by gender, 2016

Male Female

Analysis undertaken in May 2016.
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APPENDIX

Appendix 15— Charities, ‘A social media presence helps/would help my Appendix 16 — Charities, 'Having a mobile is crucial to my organisation’,
organisation to increase funding’, agree/disagree, 2015 vs. 2016 agree/disagree, 2016
B completely disagree Il Disagree Ml Neither [l Agree Bl Completely agree Bl Don'tknow B completelydisagree Il Disagree Ml Neither [l Agree B Completely agree M Don'tknow

1%

2015 2016 Total

14



APPENDIX

Appendix 17 — Charities, advantages to being digital, 2015 vs. 2016.

W 2015 [ 2016

Wider geographic coverage

Saving time

Increased sales or donations

More effective marketing

Attracting more customers or supporters

Increased feedback and interaction

Simplified process or taking payments or donations

Cost savings
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APPENDIX

Appendix 18 — Charities, percentage of total budget to be invested in developing digital skills, by number of employees, 2015 vs. 2016 2015 2016
0-9 10-249 Total
" s " s P s

0% — 0% — 0% —
. 5% I 0% I 730
1%-2% —— I 2% 1%-2% —— 0 3% 1%-2% —— i 3%
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0 — 59 — 0/, _ 50, _ 0/, _ L0, —
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N 1% R
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6% —10% [ 1% 6%—10% I 1% 6%—10% I 2%
2% 0% )
Y — 0 _ 0, —
11% plus I 1% 11% plus I 3% 11% plus I 1%
6% 7% 6%
Don't know . ’ Don't know . Don't know . ’
M 6% 3% B %
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APPENDIX

Appendix 19 — Small Businesses, main reason for not being more digital, by number of employees, 2015 vs. 2016

¥ 2015 [ 2016

Number of employees 1 1 2-5 2-5 6-9 6-9 10-249 10-249 Total Total
Barriers

Lack of staff digital/online skills 7% 16% 6% 14% 7% 14% 10% 14% 7% 15%
No time to set up and go online 14% 13% 13% 10% 20% 9% 15% 19% 14% 13%
Too expensive 5% 3% 7% 5% 6% 7% 5% 8% 6% 5%
Cost of investment unknown 1% 3% 1% 3% 2% 1% 3% 2% 2% 3%
Not worth the investment 7% 4% 7% 4% 6% 2% 4% 0% 7% 4%
Other priorities for investment 5% 4% 4% 9% 5% 7% 8% 17% 5% 8%
Poor connectivity 3% 6% 3% 4% 4% 6% 3% 8% 3% 6%
Not relevant for our business 21% 14% 24% 16% 12% 15% 14% 10% 21% 14%
Nointerest 11% 4% 8% 3% 6% 4% 3% 2% 9% 3%
Concerns about security 8% 15% 7% 16% 13% 15% 6% 6% 8% 14%
Doing allwe can 0% 2% 0% 2% 1% 2% 0% 1% 0% 2%
Use word of mouth 10% 3% 9% 3% 7% 2% 7% 2% 9% 3%
Prefer face to face transactions 2% 4% 3% 4% 4% 6% 2% 1% 2% 4%
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® Go to lloydsbank.com/businessdigitalindex

¥ #BizIndex16

Find out more

Please contact us if you would like this
information in an alternative format
such as Braille, large print or audio.

If you have a hearing or speech impairment you can use
Text Relay (previously Typetalk).

Important information

Great care has been taken to ensure that the information

used here cannot be in any way traced to a specific individual.

This report has used aggregated data to highlight the trends
and insights that will help small businesses, charities and UK
Government to understand more about our nation's digital
inclusion landscape.

LLOYDS BANK

While all reasonable care has been taken to ensure that the
information provided is correct, no liability is accepted by
Lloyds Bank for any loss or damage caused to any person
relying on any statement or omission. This is for information
only and should not be relied upon as offering advice for any set
of circumstances. Specific advice should always be sought in
each instance.

Lloyds Bank plc Registered Office: 25 Gresham Street,

London EC2V 7HN. Registered in England and Wales no.
2065. Telephone: 020 7626 1500. Eligible deposits with us are
protected by the Financial Services Compensation Scheme
(FSCS). We are covered by the Financial Ombudsman Service
(FOS). Please note that due to FSCS and FOS eligibility criteria
not all business customers will be covered. Lloyds Banking
Group includes companies using brands including Lloyds Bank,
Halifax and Bank of Scotland and their associated companies.
More information on Lloyds Banking Group can be found at
lloydsbankinggroup.com

Issue date: October 2016
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