









APPENDIX 1

Next Generation Fund Consultation Response


Policy Context 

1. The consultation relates in particular to the Councils open access fibre optic communications network which is delivering   elements of the Council’s “Vision 2030” in the following ways:

· City of Gateshead – “Global connections through transport and ICT” and “Robust and sustainable economic base”. There would be cost benefit to users particularly “creative” businesses that have a high demand for reliable and high-speed capacity broadband.  A publicly owned and controlled ICT network is cited as a milestone within the pathway to achieving the vision.

· Gateshead Goes Global – “A local economy with global markets and that is attractive to international businesses”.  The network is likely to be an important element in achieving the milestone of “establishing international links to support the delivery of sustainable Gateshead”.

· Creative Gateshead – the network can make significant inroads into achieving “Effective digital infrastructure reaching and used by all homes and businesses” and “Population of high achievers, driven by aspiration and creativity”.

· Sustainable Gateshead. The network contributes towards “Sustainable Gateshead” by facilitating sustainable electronic methods of working such as homeworking and ebusiness.  By attracting highly skilled jobs the project will also support achievement of the key improvement targets of increasing GVA (the measure of economic productivity)


The response to the consultation has been framed against this background. 

Background

1. The Government’s Digital Britain report sets out an ambition to strengthen and modernise the country’s communications infrastructure so that the UK can compete and lead in the global digital economy.

2. The main issue is Next Generation Access (NGA). “Next Generation” is generally accepted as offering connectivity at considerably higher speed than currently available, usually delivered by fibre optic technologies.
3. It is currently claimed that there is no evidence that the UK is being disadvantaged by the lack of Next Generation Access (NGA).  However, it is accepted that it is  likely in the future there will be serious negative economic consequences for countries which continue to rely on current generation broadband and that those countries will be unable to take advantage of the economic and social benefits associated with NGA.

6.
Greater levels of connectivity enable economies to remain competitive. Many countries, including the UK, believe that NGA will deliver similar benefits to those enjoyed since the roll out of current generation – higher productivity, greater innovation, increased access to new markets and greater consumer choice. NGA will also enable more efficient and effective delivery of government services, including tele-health and tele-medicine services such as the real-time monitoring of long term health conditions.

7. 
NGA also has the capacity to change the delivery model for content and entertainment, with films, TV, music, computer games and other applications able to be either downloaded in a relatively short period of time, or streamed directly from a remote source. This should, in time, bring greater choice, innovation in services and cheaper product for consumers.

8.
To some extent the market in the UK is delivering NGA, but due to the high cost of this infrastructure, it is estimated that the market alone will not deliver much beyond 60-70% of the country. The Government has recognised this and decided to create a Next Generation Fund funded through a small landline duty of 50p per month on all fixed lines. The draft legislation for this was published following the Pre-Budget Report. The intention is that the Fund will help support the market to deliver beyond the commercially attractive areas to at least 90% of the UK by 2017.

9. 
The stated objectives of the Next Generation Fund are:


to support the roll out of NGA to at least 90% of households in the UK by 2017;


to promote the roll out of infrastructure that meets the needs of


businesses and households in the UK, and supports economic growth;


to ensure value for money through minimising deadweight and ensuring       competition in the procurement process;


to meet affordability constraints implied by the income stream from the new 50p per month landline duty imposed on all fixed lines.


to maximise synergies with the Government’s Universal Service Commitment, a parallel infrastructure investment programme to ensure access to a broadband connection of at least 2Mbps.

10. 
This consultation is aimed at identifying all the issues and evidence

required to inform the delivery of the Next Generation Fund. 
11.      The response is set out in Annex A  
Consultation

12. 
The Cabinet Members for Corporate Vitality & Sustainable Communities, Economy, Housing and Transport, Sustainable Communities Central have been consulted.


Alternative Options

13. 
An alternative option would be not to respond to the consultation  

Implications of Recommended Option 

4. Financial Implications -  There are no financial implications arising from this report.
5. Risk Management Implication -  None
6. Human Resources Implications   -  None
7. Equality and Diversity Implications -  None
8. Crime and Disorder Implications – None
9. Health Implications – None
10. Sustainability Implications – None  
11. Human Rights Implications -  None
12. Area and Ward Implications -  None
Background Information

13. HM Government – Department for Innovation and Skills:
Digital Britain Report June 2009

Consultation on Proposals for a Next Generation Fund January 2010

New Industry New Jobs – Building Britain’s Future April 2009












ANNEX A

Consultation on Proposals for a Next Generation Fund

With regard to the proposed 2mb universal commitment, we feel the Government has taken a pragmatic approach in the light of the existing infrastructure but 

· doubt whether this will be achieved with the funding that will be raised within a reasonable timescale and

·  strongly feel that even if it is achieved it will not deliver the outcomes described in para 4 and 5.  

It is obviously a commendable aspiration to have every household in the UK connected to a reasonable standard and that would provide a platform on which to tackle digital inclusion as well as give our population better choice of services, but it will not deliver a UK that can compete on a global scale.

Better infrastructure is clearly necessary but there are a number of issues of equal importance.

Businesses currently using existing connectivity to its full a advantage will welcome and use next generation access to reach their full potential.  These are the businesses that will spearhead UK plc’s ability to compete with the rest of the world.  There is therefore a case to improve existing infrastructures in parellel works to extend to blackspots.

Businesses currently not connected or under-using digital technologies need to be shown how modern applications can have a positive impact.   The demonstration of new technologies has been a glaring omission in government policy.  Until businesses actually use technologies/applications they will remain unconvinced and will not drive demand.  Government should take this very seriously and target resources accordingly.

The same applies to people who are not digitally aware – they cannot know what a positive impact it can have on their lives.  It should not be assumed that if they have access to a 2mb connection they will pay for using it or use it to its full advantage.  There is a demonstration/marketing area of work that if not undertaken will slow down uptake and adversely affect digital inclusion work.

Our final, but vitally important comment is that local networks should have equal access to the funding to roll out NGA.  To use the fund to supplement incumbent’s coffers would be to perpetuate the existing monopoly situation and stifle the competition that will ultimately deliver reduced prices and improve accessibility. 
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