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Introduction

UKCTA is a trade association promoting the interests of competitive fixed-line
telecommunications companies competing against BT, as well as each other, in the
residential and business markets. Its role is to develop and promote the interests of
its members to Ofcom and the Government. Details of membership of UKCTA can

be found at www.ukcta.com.

UKCTA has opted not to answer the list of specific questions set out in the
consultation, not least because we believe some of them are slightly premature as
further explained below. Individual UKCTA member companies will be submitting
their own corporate responses which may address the specific questions posed by
BIS.

Key UKCTA submissions

1. UKCTA supports the Digital Britain objective of delivering next generation
broadband to as large a proportion of the country as possible — but believes the
Government should do so in a way that maximises taxpayer value for money. In
order to achieve this we believe that the Government should first ensure that the
appropriate groundwork is done in terms of developing standards which will allow
effective interoperability for next generation access networks. The COTS work
taking places under the auspices of the BSG is a good example of the sort of
preparatory work which ought to be the Government’s primary focus at present.
While this is less high profile than direct interventions involving network rollout
and service delivery, we believe it is vital that this is carried out in order to ensure
that when the Government does intervene its action is as effective as possible
and secures maximum value for money for the taxpayer. In the same vein
therefore we believe that some of the questions posed in the consultation are
slightly premature and some of the issues should not, and in some cases
cannot, be addressed at this stage.

2. ltis generally accepted that the market will not provide connectivity in all parts of
the UK, but we are still at a very early stage on the development of next
generation access networks. The extent of demand is still uncertain. There are
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parallels with the UK experience in rolling out first generation broadband. Only a
few short years ago, it was widely predicted that the market would not deliver
anything like the extent of first generation broadband coverage which we enjoy
today. Despite these predictions, large scale public sector intervention was not
required, and in large part, the market provided. We therefore believe that it is
still too early to know with any certainty what the costs and benefits of NGA will
be, and what parts of the country will not benefit from commercial investment
without public subsidy. By intervening too early (or leaving open the possibility of
doing so), Government risks chilling investment by the private sector, distorting
nascent competition, and wasting substantial amounts of public money through
unnecessary subsidy and obsolescent technology.

The proposed focus on fixed line technologies is contrary to the principle of
technology neutrality and may lead to wasted opportunities and is arguably an
issue created by the Government limiting collection of the levy to fixed line
providers. Not only could wireless and satellite technologies prove more cost
effective for subsidised rollout in remote areas, but in some cases there may be
no need for subsidy at all using such technologies. If wireless providers were to
benefit from the proceeds of the levy however, it would seriously undermine the
exclusion of wireless technologies from the levy. The presumption that the need
for funding will be limited to rural areas is also misguided — there are likely to be
some urban areas where commercial roll-out is not viable just as there are
currently some urban areas which either have no broadband or which do not
benefit from a range of providers. While UKCTA has questioned the use of a
levy, and suggested that general taxation would be a more efficient means of
funding NGA intervention, if the Government is minded to use this option then for
the next few years Government should allow the fund to accumulate, and use the
time to gather evidence to support future planning. For now, the focus of
interventions should be on maximising take-up and availability of current
generation broadband, and on setting the right supply side conditions for
investment in NGA. Any subsidy at this stage should be limited to small scale
pilots to test different commercial and technical models.
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4. We find ourselves confused regarding the interplay between the deployment of

NGA using the funds raised by the levy and the Government's previously
announced funding for a universal 2 Mb/s service. Given that both initiatives are
likely to be looking at the same areas, does this mean that consumers in these
areas will receive an initial allocation of funding to receive a 2Mb/s service and
then a subsequent government intervention to deliver NGA? Would it not make
sense to tackle these parts of the country once and once only?

As we have already noted, there is also a need for early work to be undertaken
in developing common processes and systems so that when funding is made
available, interoperability is assured and those wishing to compete using publicly
funded infrastructure do not have to engage in piecemeal development of
systems and processes to deal with different infrastructure providers. Once there
is a better evidence base on demand, costs and commercial rollout plans,
Government should start planning a larger scale intervention and revisit the
detailed issues raised in the consultation. Only at this point it will be possible to
answer fundamental questions such as the ability of passive remedies (duct
access etc) to provide the competitive stimulus that could drive further
commercial deployment without the need for subsidy.

6. When the time is right to proceed, Government should design the intervention to:

structure the procurement so as to maximise the degree of competitive
tension; this is likely to be a far more effective in securing value for money
than the claw-back mechanisms which would be required under state aid
rules;

impose stringent requirements on the wholesale access products as a
condition of subsidy, in line with State Aid rules;

ensure that there is appropriate and qualified resource in place to
address the issues and secure the most effective and efficient use of
public funding.
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We trust this response will be of use to BIS in determining how best to proceed.
Should clarification be required on any of the matters raised, please contact
Domhnall Dods, Head of Government Affairs at UKCTA.

- End -
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