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	The purpose of this paper is update the Board on the progress made regarding the further development of the Business Case for Next-Generation Broadband following the November Board Meeting, and to set out the economic rationale and revised proposals for intervention in digital infrastructure in the City Region.



	Recommendation

That the Board: 

· considers the rationale and revised proposals developed by New Economy and NWDA with assistance from KPMG and Analysys Mason, and 
· endorses the next steps for further development of the Next-Generation Broadband proposition, as set out in Annex 1, which New Economy and NWDA will work on together to satisfy the NWDA appraisal process.



1.
Progress

The Board was advised at its last meeting that New Economy had been working with KPMG and Cisco to assess the business case for public intervention in Next-Generation Broadband in the city region.

Following discussion of the emerging findings with the Board and with NWDA (and their appointed consultants, Analysys Mason), New Economy has worked in partnership with NWDA to undertake additional research to assess the rationale for intervention in next-generation broadband and the alternative options available to ensure best value for public investment.

We have continued to develop these proposals in accordance with the principles agreed at the July 2009 Board meeting to address the three main challenges, i.e.:

· Making the most of the digital infrastructure that is already in place in the City Region including ensuring that communities exploit the opportunities of broadband.

· Working with providers to ensure that the proposed new investment is implemented as effectively as possible to maximise our economic advantage.

· Ensuring that we move forward to provide the next generation infrastructure that will deliver the innovation we need to improve productivity and economic growth.

From this research, revised proposals have been produced which New Economy and NWDA believe are the basis for agreement on a proposition that will greatly add value to the Manchester City Region and North West economy.

The headline findings of the research, the revised proposition, and the next steps for implementation are summarised in Annex 1. New Economy and NWDA will continue to work in partnership to take the proposition through NWDA’s appraisal process, working towards procurement commencing in March 2010, with the project commencing in Autumn 2010.

Annex 1

Next Generation Broadband:
Developing the Proposition for Greater Manchester

Commission for New Economy 
1.
The Current Situation

The market is providing well in some areas …

· The research showed that Manchester benefits from strong competition for high-capacity business services within the city centre – with BT and a number of other national and local providers competing to provide bespoke services to large users

· Away from the city centre, some parts of Greater Manchester have also seen major investments by BT and Virgin Media in next-generation broadband services to residential and SME users – as a result, a significant proportion of Greater Manchester’s households have, or will soon have, access to next-generation broadband services

But the market is failing to provide in other areas …

· Unlike London, the availability of high-capacity services in Greater Manchester declines sharply away from the core of the city centre (e.g. New East Manchester and Central Salford) – as a result, New Economy’s research amongst service providers found that, outside the city centre, competition is limited and prices are high even for large businesses

· Even within the city centre providers are focusing on bespoke services for large users, which are too expensive to be taken up by SMEs and residential users (for example, small creative businesses in the Northern Quarter)

· Despite the very welcome investments by BT and Virgin Media, mapping shows that large areas of the city region are not served by next-generation broadband and unlikely to be served within the next 3 years – the ‘final third’ of users identified by Digital Britain 

· Even where next-generation broadband is available, in many areas of Greater Manchester the information we have available suggests that only one network exists, limiting competition and choice for users, particularly for a number of employment sites

· Research by Analysys Mason shows that in cities that have made investments in fibre optic infrastructure (Stockholm and Amsterdam) prices for high-capacity broadband services are significantly cheaper than in Greater Manchester

2.
The Proposed Intervention

In order to extend the benefits of the strong market within the city centre across the whole of Greater Manchester, we propose to …

· Use the existing public asset of spare fibre running along GMPTE’s existing and new Metrolink lines and busways to extend connectivity out from the city centre to the wider city region – the current GMPTE development programme provides a short window of opportunity to extend fibre capacity at very low cost which will be lost if we do not take it now.
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· The network will provide fibre-to-the-premises (FTTP) to strategic employment sites and key employment corridors across Greater Manchester where there is no or only one provider of high-capacity services (what State aid terms ‘white’ or ‘grey’ areas respectively) – FTTP rollout will not go into areas where more than one network is providing next-generation services in an area (known as State aid ‘black areas’).

· The proposition will also include measures to stimulate demand, particularly amongst SMEs.

· It is intended to target key employment sites and corridors initially within seven AGMA areas that can be reached using existing or planned GMPTE infrastructure: Manchester; Salford; Trafford; Bury; Oldham; Rochdale; and Tameside. Where Metrolink infrastructure is yet to be built, interim wireless links can be used to reach key sites, which can then be backfilled with fibre once Metrolink lines are laid. The following strategic areas have been identified for early consideration, and will be finalised following further evaluation and detailed consultation with local authorities: 

1. Manchester

a. Northern Quarter

b. Ancoats and Great Ancoats Street Corridor

c. Sports City Corridor

d. Sports City to Sharp

2. Salford

a. Liverpool Street Corridor

b. Chapel Street Corridor 

c. Eccles Town Centre 

d. Barton Strategic Site

e. Langworthy 

3. Bury 

a. Chamberhall Strategic Site

b. Bury Town Centre

c. Hollins Business Corridor

4. Oldham

a. Hollinwood (with direct link to the Sharp Project)

b. Oldham Town Centre (interim wireless link)

5. Tameside

a. Ashton Moss (interim wireless link) 

6. Trafford

a. Stretford

7. Rochdale

a. Kingsway (interim wireless link)

· The rollout of the network along Metrolink and through Central Salford URC area will take it past MediaCityUK – we have had positive discussions with Peel about interconnecting the networks to allow MediaCity tenants access to users across the city region and Greater Manchester companies to develop innovative new services for MediaCity tenants. From the discussions, it was clear that such an interconnection could create important synergies between the network and MediaCity, mutually reinforcing the economic transformational effect of both projects.

· Further areas (e.g. Leigh) can be reached as the rollout of Metrolink and the busways continues. Work in these areas and links to Wigan, Bolton and Stockport will be implemented as resources allow.
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Pending further evaluation, the preferred option is for the private sector to lead the operation and maintenance of the network, with the assets owned by the public sector. The evaluation of delivery options will need to consider State aid and competition law, and ensure that the network is available on an open access basis – this ensures transparency, competition and choice for users, but needs to be structured in a manner that will encourage providers to use the network to offer services.

3.
Next Steps for Implementation

The next step is for New Economy to lead the work with city region partners and NWDA to co-develop the proposal to take it through the NWDA appraisal process.

A full specification for the work to be done, including a scope, a timeline, the process needed, and the resources required, will be produced following a meeting between New Economy and NWDA on 6 January. In brief, the key elements will include:

· The overall timeline will work towards procurement commencing in March 2010, with the project commencing in Autumn 2010.

· Full consultation with local authorities to discuss potential economic opportunities and the specific sites that might best benefit from investment.

· New Economy to work with Ian Brown, Head of Procurement at MCC to explore the range of permissible procurement options.

· The process involved will include:

· Establishing a Project Board, to include representations of AGMA, the Commission, NWDA and others as appropriate. This will first meet in mid January.

· A Core Project Team will provide the skills needed to develop the proposal – this will include representatives from the Commission and NWDA working to take the project through the appraisal process.

· Additional skills will be provided as required, particularly from MDDA, especially regarding costings and technical issues.

Technical Note

The term ‘next-generation’ broadband refers to super-fast broadband that is enabled by replacing copper phone lines with fibre-optic cable (fibre). There are two distinct types of next-generation broadband:

· Fibre to the premises (FTTP) where fibre is laid all the way from the telephone exchange to the customer premises, enabling symmetrical broadband services, typically of 100Mbit/s

· Fibre to the cabinet (FTTC) where fibre is laid to street cabinets, enabling faster speeds over the short distance of copper (or coaxial) wire that remains (this option is less expensive than FTTP, but performance is slower, particularly for upload speeds)

BT and Virgin Media’s have major investment plans for variants of FTTC. BT are also rolling out FTTP in some UK pilot areas, though as yet no public announcements have been made regarding FTTP within Greater Manchester.

