Leicestershire Rural Partnership – Consultation on proposals for a Next Generation Fund

1. Background on Leicestershire Rural Partnership 
1.1 The Leicestershire Rural Partnership (LRP) was established in 1993 to enable partners to work more effectively together to deliver improved services meeting the needs of our rural communities. This has been achieved through a range of public, private and voluntary organisations coming together to share knowledge, experience and resources. The LRP has a formal membership of 22 organisations, with working links to a further 20. To guide our work we established a 20 year Vision which identifies that,

In 2026 rural Leicestershire will be made up of thriving and sustainable, safe and secure, communities, towns and villages, each of which will have at least one key community resource. It will be recognised locally, regionally, nationally and internationally, for its
· Thriving communities

· Economic activity

· Profitable and entrepreneurial businesses

· Access to services and facilities

· Diverse and well-managed countryside

· Ability to develop skills

1.2 To ensure that we achieve this Vision we have developed the Leicestershire Rural Strategy, 2007-14.
 Most recently we updated our Rural Economic Priorities, 2009-12 which identified the need to:
· Support Market Towns and Rural Centres as Economic Hubs
· Support the Growth of Small Businesses within Rural Areas
· Develop Rural Sectors (inc. equestrian, land-based and food and drink)

· Improve accessibility to employment, training and key services
· Increase the availability of affordable Rural Housing

1.3 More information about the Leicestershire Rural Partnership can be found at www.oakleaves.org.uk. 

1.4 Members of the Leicestershire Rural Partnership’s Rural Strategy and Performance Group have agreed this response. Organisations represented on this group are identified below:
· Leicestershire County Council
· Rural Community Council (Leicestershire and Rutland)
· Melton Borough Council (district council representative)

· Leicestershire Constabulary 

· East Midlands Development Agency
· Prospect Leicestershire (sub-regional economic development company)
· Leicester and Leicestershire Support Unit (formerly part of SSP structure)
· East Midlands Business/Business Link
· Leicester Shire Promotion
· Voluntary Action Leicestershire
· Leicestershire and Leicester City Learning Partnership

· Midlands Rural Housing

· Leicestershire and Rutland Association of Local Councils
· Leicestershire County Council – Community ICT team

· Leicestershire County Council – Passenger Transport Unit

· Leicestershire County Council – Environmental Management

· National Forest Company 

2. Executive Summary
2.1 We consider that there is significant over-riding need for public sector support to deliver high quality broadband improvements. Currently the market will not deliver to all areas resulting in an increasing digital divide with rural business and communities significantly disadvantaged. We consider that the target of 90% of the population connected through Next Generation Access by 2017 is not aspirational enough. The remaining 10% will be those who continue to be disadvantaged.

2.2 We recommend delivery of 50Mbps rather than 20Mbps. Our reasons for this include the uncertainty of future bandwidth requirements, the lower proportionate costs of delivering higher capacity, and to avoid the opportunity of ADSL2+ to be considered as a Next Generation solution which delivers variable speeds.
2.3 We consider that fixed line solutions is the correct focus provided that fibre is rolled out as close to the end user as possible. Fibre as a fixed line solution will enable wireless solutions which could be used as a solution in remote rural areas. Satellite and WiMax solutions may have equal merit although it is understood that these have a lower bandwidth capacity.
2.4 It is considered that the most appropriate and value for money option from public sector funding is to enable Fibre to the Cabinet (FTTC) in areas where the market is likely to invest. Fibre to the Home (FTTH) will cost significantly more and may contravene State Aid rules. It is also believed that under the FTTC approach there is opportunity to boost speeds by improving the copper lines into premises.
2.5 Consideration should be given to the potential use of funding from the Next Generation Fund to roll-our fibre to all telephone exchanges – the back-haul system. This could have benefits in helping to achieve the 2Mbps Universal Service Commitment. Private sector operators would then be able to deliver off the back-haul system direct to residents, businesses and communities. NYNET is an excellent example which received State Aid approval.
2.6 No consideration has been given within the consultation document to how NGA could return money to the public purse in the form of higher tax receipts, more cost effective delivery of public services, or contributing to the reduction of our collective carbon footprint. Service providers are increasingly seeking new opportunities to deliver services on-line. There is a real danger that residents in rural locations will be disadvantaged if universal broadband capacity is not delivered.
2.7 No consideration has been given to understanding the risk of inaction and the impact that this may have on UK competitiveness. 
2.8 Regional deployment is considered most appropriate. Emda are already leading initial activity to support broadband in rural areas. There are opportunities to work with Regional Rural Affairs Forums, Local Strategic Partnerships, local authorities, Economic Development Companies, parish councils and community groups through existing governance mechanisms. Appropriate procurement processes should be established to ensure that smaller operators are able to compete to deliver improvements.
2.9 Rural areas should be viewed as a priority for public sector funding. A series of published reports have identified rural broadband provision as providing a significant barrier to the development of our rural economies and businesses. There is a danger that if necessary funding is not prioritised in rural areas they will continue to be disadvantaged as the digital divide increases.
Full Response

3. Q3. What do respondents feel is the minimum bandwidth requirements, both download and upload, in order to qualify as a Next Generation broadband service? Are the requirements above regarding quality of service, including latency and reliability sufficient? What figures should we set on the bandwidth requirements?
3.1 Within the appendices of the consultation document there is some suggestion of what might be considered to be the minimum bandwidth requirements for Next Generation broadband. It is recognised that Next Generation services of up to 50Mbps are already available to approximately half of the population of the UK via Virgin Media and BT. A less ambitious 20Mbps figure is quoted on page 48 where it is stated that that Next Generation connections are expected to have: 
‘Faster and more symmetrical download and upload speeds, with a minimum of 20Mbps download speed and 10Mbps upload speed.’ 
3.2 If there is a straight choice between 20Mbps and 50Mbps download speeds, we would favour the latter for a number of reasons. Firstly, any spare capacity in the system provides greater flexibility for the future. This is important as we do not yet know how much bandwidth will commonly be needed in forthcoming years to run popular applications. Secondly, it will not cost a great deal more to run fibre with higher capacities. A similar point made by Aidan Paul of Vtesse Networks at a recent BIS Committee which examined broadband speeds:
‘whether you choose therefore to provide 5, 10, 15 or 20 megabits, there is actually very little cost difference. One of the characteristics of telecoms that is misunderstood or not fully appreciated is that if you go up a technology step you can provide a significant more amount of capacity for very little additional cost.’

3.3 Thirdly, there is a danger that a lower target of 20Mbps figure could potentially open the door for ADSL2+ to be considered as part of the solution for Next Generation broadband. In some instances ADSL2+ can achieve download speeds of over 20Mbps. However, a report produced for the Broadband Stakeholder Group suggested that 20Mbps+ was only be achieved by 10% of households, with another 50% receiving less than 8Mbps
, and peak upload speeds were 1Mbps.
 It would appear that slightly faster upload speeds have been achieved using ADSL2+ since this particular report was produced, but these speeds are still well short of the 10Mbps upload speed mentioned on page 48 of the consultation document.
3.4 The reality is that we can only speculate about the size of the bandwidths that will be required in future. Nonetheless, the exponential growth in broadband speeds in recent years gives an indication of quite how rapidly extra bandwidth has been put to use by end users. For example, in June 2008, Peter Philips of Ofcom highlighted that: 
‘Speeds have more than doubled in the last 18 months and are now ten times what they were only four years ago.’

3.5 Even with the extra capacity that has been provided in recent years, many end users are restricted in the applications that they can access, particularly when there is a lot of traffic on the network. An example of the limited bandwidth in the system is the ‘throttling’ of common applications such as BBC iPlayer and You Tube by some service providers.
3.6 We agree that latency and reliability are crucial to the delivery of any form of Next Generation broadband. We believe that the requirements for latency and reliability need to more tightly defined than they are within the consultation document. We consider that the consistency of line speeds will be especially important in ensuring delivery of services such as higher resolution video, real-time communication and conferencing facilities. It will also be necessary to keep the minimum bandwidth requirements for the Next Generation Fund under review as bandwidth capabilities continue to increase.
4. Q4. Do respondents have views how the Next Generation Fund will be used and in particular the focus on fixed line solutions? 
4.1 We consider that the main focus of the Next Generation Fund should be on fixed line solutions – provided that this approach is based upon fibre being rolled out as close to the end user as is possible. It is evident that fibre has the capacity to deliver extremely high bandwidth. Furthermore, fibre appears to be the only technical solution that combines the attributes of being relatively future-proof with sufficient technical capacity to meet the aggregated demands of the population.
4.2 Another advantage of fibre as a fixed line solution is that it has sufficient capacity to enable wireless to be linked off it to reach especially remote rural areas. It also has sufficient bandwidth to allow mobile users to access relatively broadband at relatively high speeds. This is of particular relevance to businesses that require employees to have connectivity across their site. We recognise that satellites and WiMax can achieve similar outcomes and may be useful in specific circumstances – although these options do not currently appear to have as great a capacity as fibre to deliver high bandwidth solutions on a large scale. However we do not believe that options such satellite and WiMAx should be specifically precluded from the Next Generation Fund as is suggested in section 63. 
5. Q5. What minimum criteria should we be looking at, bearing in mind the need for value for money, equity and flexibility? 
Value for Money

5.1 We consider that the most appropriate option with regards to obtaining the best value for money from public sector support is the use of subsidies to enable Fibre to the Cabinet (FTTC) to be deployed in areas where the market is unlikely to invest. As would be expected, a key consideration is the cost of FFTC compared to the other options that can feasibly deliver widespread Next Generation Access (NGA). (Analysys Mason having estimated the cost of deployment of FTTC across the UK as £5.1bn; compared to £24.5bn for FFTH (FFTH/GPON) and £28.8bn for Fibre to the Home (FFTH/PTP).
)  As indicated within our response to question 4, we do believe there should be some capacity for Next Generation Fund to be used for alternative options such as satellite and wireless in exceptional circumstances areas where the cost of deploying fibre close to the end user is phenomenal.
5.2 Aside from the sheer cost of FTTH, another potential difficulty with public funding directed to FTTH is that it could prove harder to obtain state aid approval. Finally, of the two options for FFTH, PTP looks as though it would  prove be better value given the advantages it can deliver over GPON at a marginally higher cost (in relative terms).
5.3 One aspect that does not seem to be covered in any great detail within the consultation document is the issue of telephone exchanges being connected to the backhaul network by fibre. We believe that consideration should be given to the potential to use funding from the Next Generation Fund to roll-out fibre to all telephone exchanges. This could also have benefits in helping to achieve the roll-out of the 2Mbps Universal Service Commitment (USC).  The NYNET project (please see the answer to Q7 for further details) is based on the principle of a fibre backhaul network that can be used by private sector operators to deliver NGA to the public sector, residents and businesses.
5.4 The consultation document focuses mainly on the cost of action. There is virtually no consideration of how support for deployment of Next Generation broadband could return money to the public purse in the form of higher tax receipts, more cost effective delivery of public services, together with a reduction in the carbon footprint of communities.
5.5 More generally, we believe there is too little emphasis within the consultation document of the positive effects that near to universal roll-out of NGA would have on the competitiveness of UK. We believe there is too little consideration of the risk of inaction. The 2009 Global Broadband Quality Survey by the University of Oxford and the University of Oviedo found that the UK was 26th out of 66 countries surveyed for quality of broadband provision.
 Given that several first-world countries are pressing ahead with the deployment of Next Generation broadband, there is a danger that the UK will fall further behind and erode its international competiveness. 
Equity 
5.6 As the roll-out of Next Generation broadband progresses the divide between the broadband ‘have’ and ‘have nots’ will widen. Already, half of the broadband users are located in areas that can support super-fast broadband whilst users in other geographic areas experience extremely slow broadband speeds, and in the worst cases, are located in broadband ‘not-spots’. The question is whether this is an equitable state of affairs. It is clear that the USC seeks to address the fundamental issue of basic broadband connectivity by 2012. Whilst this is the most pressing concern, there is a danger that the roll-out of NGA will present further inequities in terms of the accessing information and services.

5.7 Increasingly, public services and businesses are delivering services online and it is likely that NGA will lead to further services migrating to the Internet. The increasing emphasis on e-government will mean that is likely that NGA will be used for public services that will not be able to be accessed by all broadband users. There is a real danger that residents and businesses in specific geographic locations will be left behind. In rural areas that already disadvantaged by poor access to services, lack of NGA will further disadvantage these communities. It is of major concern that there is an absence of any specific plan to address NGA (or indeed anything over the USC of 2Mbps) for the final 10% of the population.
Flexibility
5.8 Given that the sum identified for the Next Generation Fund is £1.25bn, there is capacity for Next Generation Funding to have a significant influence on the deployment of FTTC; whereas £1.25bn would have little sustained impact on the deployment of FFTH. As indicated within the consultation document, FFTC is predicted to deliver 30-100Mbps and therefore has the potential to deliver genuine Next Generation broadband. It is also important to ensure that any FTTC deployment is designed to be capable of adaptation to enable delivery of FTTH in future years. A publicly supported roll-out of FFTC may mean greater emphasis on unbundling at the cabinet rather than the exchange. Under the FTTC approach there would also be scope to boost speeds by improving the copper lines into premises.

6. Q7. In your opinion, would a regional or National deployment be a more efficient and appropriate use of the Next Generation Fund, and why? What other options are open to HMG in creating competition in the procurement process? 
6.1 From our perspective, regional deployment would appear to be the most appropriate means of delivering the Next Generation Fund. However, it is important that regional deployment would be delivered within an agreed national framework. As mentioned within the consultation document, it would be necessary to ensure that regional systems are compatible.

6.2 In our view, working at a regional level provides greater opportunities for the public sector to work with residents, businesses and private sector operators at an understandable level. Local knowledge will be important factor in building sustainable networks that can meet the needs of different groups, and has benefits in terms of encouraging demand aggregation. The East Midlands Broadband Consortium (EMBC) is a good example of regional partnership working that could be built upon. EMBC is a limited company owned by city and county councils which aggregates purchasing of broadband capacity for schools. It achieved a broadband connection to 98% of schools by August 2006.
6.3 In February 2010, East Midlands Development Agency hosted a rural broadband summit at which delegates from around the region were able to put forward their ideas to help inform a rural broadband manifesto for the region and explore the potential for alternative solutions in areas least likely to be reached by mainstream market providers. Speakers from around the country shared their own experiences of delivering innovative broadband projects. The summit also provided the opportunity to promote the Broadband Line Information Monitoring Project (BLIMP) which measures broadband speeds that are being achieved in the real world. A full spread of participants by location and type of user will help to generate a better understanding of how broadband connectivity affects communities across the region and where interventions can be targeted. 
6.4 In terms of the development of a regional broadband operation a lot can be learnt from the work of NYNET in North Yorkshire (admittedly this is a large county rather than region). NYNET is limited company wholly owned by North Yorkshire County Council which procures, contract manages and sells network capacity to the public sector at profit and service providers at cost. The NYnet core ring is a fibre network linking the main population centres in North Yorkshire. It is an open access backhaul network off which private sector operators can provide NGA to the public sector, residents and businesses. 
6.5 We are aware that NYNET had to receive state aid approval for their operation, which proved to be a time consuming and complicated process. State aid is a recurring theme when it comes to any discussion of public sector investment in improved broadband connectivity. Therefore, it would seem to make sense for ‘ground rules’ to be agreed with the EC at a national or regional level – rather than have numerous smaller organisations attempting to battle their way through state aid legislation.
6.6 There is also the opportunity to work closely at a local level to support community led solutions, especially if FTTC cannot be achieved solely with subsidy from the Next Generation Fund. Now that parish councils have the ability to utilise powers to promote well–being (provided that certain conditions are met) there is potential for parish councils to use their precepts as a mechanism for locally funded broadband initiatives. We note that there is scope for councils to work to assist the roll-out of NGA by securing appropriate planning agreements with developers, and the possibility of council highways departments working with broadband providers to enable access to existing ducts and other utility infrastructure during periods when roadworks are undertaken.
6.7 With regards to the procurement process it could be mandatory for regional bodies to split the contracts for delivery [of say FTTC] across different areas. This would open up opportunities for smaller operators to compete against larger operators. Equally, this could be applied to the upgrading of exchanges to fibre. As with the regional approach, care would need to be taken to ensure that networks are interoperable. Although street cabinets may be replaced in many areas in order to allow for unbundling requirements, it is a concern that BT do not appear to have records of the location of many of their street cabinets (also known as PCPs). 

7. Q10. Where should the Next Generation Fund be used to intervene in the first instance, in terms of either location, or market deployment, in order to minimise the risk of distorting the market, and not chill planned investment?
7.1 The recent BIS Committee about broadband concluded that it would be unwise for the public sector to intervene with a Next Generation Fund at this stage. Whilst we agree with the essence of the BIS Committee’s recommendations for changes to tax and regulatory policies to encourage investment in Next Generation broadband we do, however, consider there still needs to be direct public sector subsidy to secure wider roll-out of Next Generation broadband (regardless of how the funding is raised). We acknowledge that there is a debate about the precise point at which the market will stop deploying Next Generation broadband – whether this will be at 60%, 70% of the population etc. Nonetheless, it is clear that some areas will not receive Next Generation broadband in the foreseeable future – and in the main these will be rural areas. 
7.2 Given the concerns about the point at which public sector intervention could potentially overlap with private sector investment that may happen anyway, it would seem to make sense to start the roll-out process by working backwards to extend Next Generation coverage. This would negate the risk of chilling planned investment and bring in the more remote rural areas that are in danger of being excluded from the digital revolution. In addition, this approach would give further time to assess the extent of private sector deployment of Next Generation broadband and thereby help to gain a better perspective on where further public sector intervention would be required. Clearly, such an approach would cost the public sector more per capita than starting with the ‘easier targets’, but ultimately this is the underlying reason why the private sector is not seeking to invest in some areas. 
7.3 In the very sparsely populated rural areas the deployment of fibre to achieve Next Generation capacity for all may not be justifiable, but in our view there does need to be an upward revision of the 90% figure for Next Generation Access by 2017. Ultimately, there is a real danger that 10% of the population will be excluded – and the majority of this section of the population will be the very same people who have suffered from poor broadband connectivity and not-spots over the last decade. 
7.4 Notwithstanding the above comments, it cannot be certain that the 10 or 11% of the population that are identified by the Digital Britain report as not being able to receive 2Mbps will be precisely the same 10% that will not have received Next Generation Access by 2017. As recognised within the consultation document, there is therefore a danger in some areas that work will be undertaken to reach 2Mbps by 2012, shortly followed by work to reach the 90% NGA target. In marginal cases it would make sense to go straight to Next Generation rather than implement a solution to simply achieve 2Mbps. 
7.5 More generally, we feel that there should be greater clarification about what the 2Mbps commitment actually means in reality. In our view, this commitment is on the low side and it is questionable whether this is sufficient to keep pace with current requirements for common broadband usage. A survey of public opinion about 2Mbps by moneysupermarket.com challenges the adequacy of the Universal Service Commitment (USC).
 It is apparent from the proceedings of the recent BIS Committee on broad  that the precise definition of what 2Mbps constitutes in the context of the (USC) has yet to be determined, which does call into question exactly how confident one can be that the USC percentages used are accurate. There is also a need to promote to users about how they can optimise connectivity in their home or premises. A nationally led initiative would be useful in this respect.
8. Q13. Which areas of the UK should receive intervention from the Fund, and why?

8.1 As stated in our answer to question 10, the prime focus should be on the areas that are least likely to receive Next Generation Fund through the operation of the market. In this respect, the recent CLG report An assessment and practical guidance on Next Generation Access (NGA) risk in the UK: Final report
 is useful in determining where these areas will be likely to be located.
8.2 We believe that the roll-out of Next Generation broadband is particularly important to sustaining the economic and social needs of rural communities. Within the Commission for Rural Communities’ England’s rural areas: steps to release their economic potential
 the Rural Advocate emphasised the unfulfilled economic potential of rural areas and the challenge to extend growth and productivity across more firms, employees and communities in rural England. There is a significant danger that the exclusion from/long wait for Next Generation broadband will prevent rural businesses from exploiting their potential and also force businesses out of some rural areas. Furthermore there is a considerably higher proportion of homeworkers in rural areas than in urban areas. There is already concern about how poor broadband connectivity is disadvantaging rural businesses and making it difficult to let premises in some rural areas. This runs counter to the thrust of the Matthew Taylor Review on Rural Economy and Affordable Housing and the recent publication of PPS4: Planning for Sustainable Economic Growth which seek to set out a framework to sustainable economic development in rural areas.
8.3 The Commission for Rural Communities’ Mind the Gap report highlights in detail the economic and social disparities that broadband inequality has on rural areas.
 This report found that 42% of those in rural areas do not receive broadband speeds that are likely to support the USC.
 The key issues in relation to lack of access to digital technology were identified as falling under four broad categories: business sustainability, education and lifelong learning, equitable access to services and social and community cohesion. 
8.4 If there are insufficient funds to roll out FTTC to all cabinets in all rural areas, consideration should be given to the roll-out of NGA to key hubs in rural areas, such as schools  and rural estates. Broadband was identified as a key issue by many rural landowners within East Midlands Development Agency’s recent Working positively with rural estates report and the significance of rural estates as providers of employment, workspace, community infrastructure and housing should be taken account of when determining the location of upgraded broadband infrastructure.

8.5 In his report for 2010, the Government’s Rural Advocate calls attention to his concern that the long-term future of the countryside is in jeopardy because young people are having to leave rural areas to find homes, jobs and support.
 Lack of broadband and mobile phone is considered to be part of this problem. Poor connectivity is impacting on both young people and businesses by reducing recruitment and employment prospects, restricting access to learning and support services, and preventing many young people in rural areas from using the internet to participate in mainstream youth culture such as social networking and accessing resources to help with homework.
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