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Introduction – What is the BSG?

· The Broadband Stakeholder Group provides a neutral forum for collaboration for organisations across the converging broadband value-chain to discuss and resolve the issues related to the development and exploitation of broadband that affect them all.

· It aims to be a ‘critical friend’ of government and the regulator, and comprises companies from the telecoms and technology sectors through to content providers, rights holders. It also has direct representation from government departments and Ofcom.

· It focuses on strategic, medium- to long-term challenges that affect the whole broadband-enabled value chain, with the ultimate aim of helping to create a strong and competitive UK knowledge economy.

This document sets out the BSG’s mission, objectives and work programme for the next two years. 

Addressing key challenges in the converging value chain

The BSG was established as a cross-sector government advisory group in 2001 to help the UK lead the G7 in broadband penetration and connectivity
. Good progress has been made against this objective, but the challenge of being a world leader in the deployment, adoption and exploitation of broadband has not gone away. Indeed as new products and services are developed in the UK and around the world that require greater bandwidths, the challenge to deliver next generation services in the UK via a commercially effective models will become more profound.

The BSG published a major report in April 2007 – Pipe Dreams? Prospects for next generation broadband deployment in the UK – which crystallised these challenges and warned that unless proactive steps are taken in the next two years the normal evolution of the broadband market risks producing a situation where:

 

· there is inequality of access to high-speed broadband – the ever-increasing bandwidth that many content providers and users increasingly expect, and that new content, services and applications require, may only be available to a minority 

· Britain lags behind its global competitors – while a number of the UK’s key competitor nations are now deploying high-speed networks, there seems to be little prospect for the widespread deployment of next generation broadband in the UK at present. 

The report set out a series of recommendations for government, Ofcom and industry that could improve this situation: 

1. Define the public value of broadband networks

2. Monitor demand for bandwidth

3. Set a benchmarked target for 2012

4. Explore alternative commercial models to support network investment

5. Develop a regulatory framework for next generation broadband

6. Explore options for access to passive infrastructure

7. Identify models for efficient public sector intervention

8. Remove non-sector specific regulatory barriers 

9. Review universal service/universal access

[See Annex for full recommendations.]

Making progress on these recommendations forms the basis of the BSG work programme.

What is the BSG model and why is it well placed to address these issues?

The Porter Report on UK competitiveness
 highlighted the significant impact that ‘institutions for collaboration’ (IFCs) have on competitiveness and argued for the existence of new and more effective institutions to 'enable a stronger private collective action, and to strengthen the development and the interaction within clusters. As an IFC, the BSG model has proved successful over the last five years in tackling cross-sector medium to long-term problems that face policy makers, regulators and business. Its essential features are:

· A well-established and unique forum for enabling cross-sector dialogue

· Good representation of commercial players across the value chain

· Neutrality and independence 

· A culture of collaboration towards shared medium- to long-term UK plc goals

· Direct and regular participation and commitment of DTI, DCMS and Ofcom

· A proven record of taking an informed, balanced approach to complex commercial, regulatory and policy issues. 

· The ability to effectively influence policy debate at UK and EU level

· A dedicated and experienced secretariat


Objectives

The main objective of the BSG is to create the right conditions in the UK to enable efficient investment in next generation broadband services and ensure their timely and ubiquitous availability for the benefit of UK citizens, businesses and public sector. 

Work programme 2007 – 2008

The work programme has four works streams, all of which are directly relevant to this objective:

· Policy enablers – improving the evidence base about the relevance and importance of next generation broadband, establishing a target for the UK

· Regulatory enablers – creating a regulatory framework that will enable and support investment across the value chain

· Commercial enablers – stimulating a debate about potential new commercial models to enable investment

· Public sector enablers – exploring models for effective public sector intervention in areas of persistent market failure

These work streams will be supported by a contact programme to ensure that we continue to be engaged with the right stakeholders at national and international level.

We will kick-start the work in June and July with five seminars: 

· Shifting the business models (28 June)

· The public value of broadband (tbc)

· Public sector intervention (tbc)

· Approaches to regulation (tbc)

· Next generation broadband and the digital content sectors (15 June)

Working groups

Detailed work in these four areas will be undertaken by working groups, in which broad stakeholder engagement will be encouraged:

1. Policy 

Objective: 

· Develop key policy tools and enablers (improving the evidence base about the relevance and importance of next generation broadband, establishing a target for the UK)

Actions: 

· Develop a framework for assessing the potential public value of next generation broadband

· Propose a target and metrics for benchmarking UK broadband against OECD

· Develop data on bandwidth use and dynamics of demand for service providers and end-users

· Highlight the importance of digital inclusion and media literacy for public value

Outcomes:

· Agreement on the importance of next generation broadband and the establishment of an effective target for 2012 benchmarking UK against OECD countries to drive progress. 

· Recognition of the importance of digital inclusion and media literacy to achieving full public value.

Outcome if no action is taken:

· No consensus on potential public value of broadband, no clear target, resulting in policy drift. Insufficient prioritisation of digital inclusion and media literacy.

Stakeholders: 

· HM Treasury, DTI, DCMS, Ofcom, Industry, Academia/commentators; European Commission

2. Commercial 

Objective: 

· Stimulate a constructive debate about potential new commercial models to enable investment

Actions:

· Understand commercial and technology trends and developments

· Explore alternative commercial models to support network investment 

· Explore issues related to differential quality of service over broadband networks

· Explore options for access to passive infrastructure

Outcomes:

· New ideas on alternative commercial models that can be used to inform the regulatory and policy approaches taken to next generation access and net neutrality issues

Outcome if no action is taken:

· Failure to capitalise on potential new thinking restricts the regulatory and policy options available to government and Ofcom.

Stakeholders: 

· Industry, academia/commentators

3. Regulation

Objective: 

· Create the right regulatory environment to enable efficient investment across the value chain 

Actions:

· Develop an approach to the regulation of next generation access in the UK

· Develop a framework for self-regulation of new media content, services and applications

· Address non-sector specific regulatory issues including the application of non-domestic rating to next generation access services

· Review the definition and funding of universal service for next generation broadband

Outcomes:

· Timely development of an appropriate regulatory framework to enable efficient investment in next generation broadband infrastructure, services and applications

Outcome if no action is taken:

· Repeat of 2001 scenario where the regulatory framework proves insufficient to enable efficient and timely investment in new services   

Stakeholders: 

· Ofcom, industry, DTI, European Commission

4. Public Sector 

Objective: 

· Explore models for effective public sector intervention in areas of persistent market failure

Actions:

· Identify and experiment in the development of efficient and effective models for public sector interventions in collaboration with commercial stakeholders, government and the regulator. 

Outcomes:

· Consensus on appropriate and timely interventions by the public sector fund in supporting the deployment of broadband services that is fully informed by wider regulatory and commercial issues

Outcome if no action is taken:

· Inefficient and fragmented public sector broadband initiatives with the potential to distort the market. 

Stakeholders: 

· DTI, RDAs, DAs, industry, Ofcom, academia/commentators 

5. Contact programme 

Objective: 

· Raise awareness and engage with decision-makers and stakeholders in the UK and where appropriate internationally

Actions:

· Meetings with relevant Ministers, Officials, Regulators and industry stakeholders

· Focused seminars on key themes (e.g. 5 seminars in Q2 07)

· Conferences proposed for March 2008 and March 2009

· Bi-annual Chairman’s letter to DTI Minister providing an update on progress.

Outcomes:

· Strong political buy-in to the importance and relevance of next generation broadband and the BSG agenda.

Outcome if no action is taken:

· Repeat of 2001 scenario when the UK was seen to be significantly lagging behind international competitors and capacity constraints in local access inhibited market development. 

Stakeholders: All

How does BSG work?

The BSG consists of an Advisory Council (top-level representatives from key members), an Executive (the main decision making body) and Working Groups, which address specific issues on an ad hoc basis. 

BSG supports cross-sectoral collaboration in three ways:

· Inform – As well as informing members on market developments through face-to-face meetings, seminars and conferences. BSG will also enhance engagement online by aggregating views, opinions and information through the website (currently being updated to allow for more interactive functionality). 

· Debate – Providing a forum for cross-industry debate and networking is one of the BSG’s primary functions and biggest strengths. Open debate also acts as a useful issue-finding mechanism, and emerging issues can be further developed into work streams to determine possible solutions as necessary. We will continue to work with Intellect to run the Convergence Conversations and will explore opportunities to run further seminars and events. 

· Influence – While cross-industry consensus may not always be possible, it is often necessary to influence policy development and regulation at UK and EU level, either on an agreed position, or simply to provide policy-makers with access to the debate. BSG has a sound track record in facilitating this type of engagement and can continue to provide a useful focal point across a wide range of issues.

Please refer to the BSG Structure and Governance document for further details.

Annex 

Pipe Dreams recommendations

Recommendation 1 – Define the public value of broadband networks

It will take years for a complete evidence base to emerge to assess the full economic and social value of broadband. However, it should be possible now to define a framework to assess the potential public value of broadband, i.e., to identify the factors that should be taken into account when assessing broadband’s impact on society and the economy. Once such an approach is agreed, evidence can be added in as it emerges and a more accurate model developed for assessing the public value of broadband. This should be a collaborative initiative involving industry,

academics, the DTI and Treasury. 

Recommendation 2 – Monitor demand for bandwidth

As a new wave of bandwidth intensive services come online over the next 12-24 months, close attention should be paid to the actual growth in demand for bandwidth by households and businesses both in the UK and internationally. Various approaches could be used to develop data in this area. However, this information should be made publicly available to help inform decision-making by stakeholders across the value chain. This should be coordinated by Ofcom.

Recommendation 3 – Set a benchmarked target for 2012

The UK must have a communications infrastructure that enables it to compete and

prosper in the global knowledge economy. The government and Ofcom should, therefore, benchmark the UK’s communications infrastructure with our global competitors. Government should establish a target to ensure that by 2012 the UK remains in the upper quartile of OECD nations in terms of the range of broadband delivered services to which its people have ready access (Quality) and the proportion of the population served by broadband (Reach) 4. These two aspects of quality and reach should be defined through a basket of metrics, similar to the approach used to define the competitiveness and extensiveness targets in 2001. This work should be undertaken by government, in collaboration with stakeholders, and updates should be published bi-annually.

Recommendation 4 – Explore alternative commercial models to support network investment

Further work should be undertaken by stakeholders to debate and explore alternative commercial models to support network investment. Good solutions need to be found that align the interests of operators with upstream content and service providers and end consumers whilst mitigating concerns about blocking or degrading third party applications and services. 

Recommendation 5 – Develop a regulatory framework for next generation broadband

Discussion on the regulatory challenges posed by next generation access (NGA) networks has only just begun in the UK. Ofcom opened up the debate with its discussion document published in November 2006. This document raised a broad range of complex issues, which need to be explored in more detail. Further informal discussions should be undertaken in advance of a full public consultation by Ofcom.

However, Ofcom needs to set out the principles of its regulatory approach to NGA within a 12 month time period, if the inhibiting effects of regulatory uncertainty on investment are to be avoided.

Recommendation 6 – Explore options for access to passive infrastructure

As an input into Ofcom’s NGA preconsultation, a more detailed review should be

undertaken into the options for access to alternative passive infrastructure in the UK.

This work should be taken forward by stakeholders.

Recommendation 7 – Identify models for efficient public sector intervention

While the BSG recommends that the public sector should forbear from intervening to

promote NGA deployment at this stage, it is highly likely that public sector support will be required in areas where persistent market failure is most likely. Building on the Best Practice Guide published by the DTI and Ofcom in February 2007, further work should be undertaken to identify and experiment in the development of efficient and effective models for public sector interventions in collaboration with commercial stakeholders, government and the regulator.

Recommendation 8 – Remove non-sector specific regulatory barriers

The deployment of next generation access infrastructure will inevitably require new civil infrastructure and will involve significant new street works across the country. DTI should work together with relevant departments and public sector bodies and the industry to develop streamlined approaches to NGA related street works and planning issues to minimise both the disruption caused and the cost to operators of these works. The government should also review the non domestic rating applied to optical fibre. The current approach provides a strong financial disincentive to the use of deployed fibre. 

Recommendation 9 – Review universal service/universal access

The current universal service directive refers only to functional internet access. However, as the adoption of broadband continues to accelerate, this definition is starting to look outdated. Ofcom’s consultation on universal services should address both the definition of universal service and future approaches to funding universal service/ universal access.
Mission for 2007-08


Based on the challenges currently facing industry, it will be our mission in the next two years to:





Maximise the benefits of an inclusive broadband-enabled society to ensure UK competitiveness


Promote the development of globally competitive communications infrastructures and services


Champion a policy and regulatory framework to capitalise on convergence











� The UK target was to have the most competitive and extensive broadband market in the G7 by 2005.


� UK Competitiveness: Moving to the next stage, DTI Economics Paper No. 3, May 2003.
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