OSAB 22(08)


MINUTES OF THE TWENTY-SECOND MEETING OF THE OFCOM SPECTRUM ADVISORY BOARD HELD ON MONDAY 22 SEPTEMBER 2008 AT 1.00PM IN ROOM 11.02 RIVERSIDE HOUSE.

Present: 

Sir David Brown (Chair)

Professor Leela Damodaran

Debbie Gillatt




Professor Simon Saunders




Andrew Sleigh




Professor Will Stewart

Professor Peter Swann

Dr Walter Tuttlebee

Professor Tommaso Valletti

In Attendance:
Peter Ingram, Chief Technology Officer




Rhona Parry, Ofcom

Paul Rogers, Secretariat

Philip Rutnam, Partner, Spectrum and Policy Group

Sam Sharps, BERR

Jonathan Thompson, Ofcom

Apologies:
David Cleevely, Barry Evans, Phillipa Marks, Robert Pepper and William Webb

Action
	Item 1: Minutes of Last Meeting held on 23 June 2008 – OSAB 21(08)
1. The Minutes of the previous Meeting held on 23 June 2008 previously circulated to the Board, were (subject to a minor correction) agreed as an accurate record and signed by the Chairman.

Item 2: Chairman’s Introduction and Matters Arising
2. The Chairman welcomed all present to the twenty-second meeting of OSAB.   Revised terms of reference for OSAB, which were subject to Ofcom Board approval, were circulated at the meeting.  The Chairman said he was very appreciative of Leela Damodaran’s input in this exercise.  

3. The actions arising from the last meeting related to agenda items for the present meeting were discussed.  The Chairman was pleased to announce that representatives of the Convergence Think Tank (CTT), Robin Foster and Mark Swarbrick, would be attending the OSAB October Workshop and that the theme for the Workshop would be Convergence. He expressed his gratitude to Debbie Gillatt for arranging the CTT participation.

Item 3: Physical layer convergence
4. Will Stewart gave a presentation to OSAB on physical layer convergence.   The members noted that Ofcom estimated that 66% of household spend is on services that are wireless at the point of use, split equally between mobile and broadcast (excluding WiFi in the home).   However the topological split in different networks can be very different and variable so it made little sense to consider the value of wireless and wireline separately.  Furthermore almost any modern communications network was likely to consist of a wireline core with a wireless edge.

5. Amongst the key issues raised in the presentation was whether regulation could have a significant distorting effect on network design decisions because:

· if spectrum cost was too high there would be excessive wireline use

· if spectrum was too cheap, there might be inappropriate use of wireless where wireline would be better

6. OSAB members also noted that physical technologies were also somewhat convergent:

· wavelength mux fibre systems of a passive optical network form effectively create a closed ‘optical aether’

· current optical fibre signal modulation techniques designed to maximise bandwidth efficiency use coherent RF-style techniques

· systems are already used that transfer wireless signals as modulations on optical carriers in fibre.

· Nano-photo-mechanical-electrical devices in silicon may provide a low-cost physical bridge between optics and RF.

7. The Chairman asked the members to consider what the position might be in five or ten years time.  The following views emerged from the discussion:

· that, for the delivery of content, there was essentially no difference between receiving a television broadcast or download from the internet

· with the availability of internet services from mobile phones a demand would arise to switch to WiFi and benefit from lower call costs

· whether there would be sufficient capital available to replace cable with fibre to facilitate faster speeds

· whether customers would place the emphasis on the availability of a service on demand rather than the quality (eg high definition)

· that other factors might effect the development of a high speed internet – such as a new regulatory environment with an emphasise on Green issues to influence investment in the network and consumer behaviour

· that content would expand to fill the bandwidth available

· that mobility was a very important issue which would affect the development of technology (eg femtocells could change the nature of broadcasting in the mobile market).  

· that funding for the provision of new services could be provided by owners of mobile devices

· that the market needed to be more liquid to increase the supply of services

· that innovation in the use of spectrum in the lower power levels would be encouraged if spectrum use was not allocated 

· that one of the roles of Ofcom should be to ensure that citizens had the widest possible access to all forms of communications

· that whilst Shannon’s law would not be broken, ways would be found to increase the maximum rate at which error free data could be transmitted over a given bandwidth

· that new hybrid wireless/wireline networks would evolve without the need for intervention as a consequence of the changing technology

Item 4: Review of Next Generation Access

8. Sam Sharps gave a presentation to OSAB on the final findings of the Review of Next Generation Access led by Francesco Caio.   The key issues for the Review were:

· whether the delay in the development of NGA was translating into a competitive disadvantage for UK businesses and UK citizens

· whether the market would deliver an investment in NGA on its own, or should the Government intervene now though subsidies or a structural change in regulation to get the roll-out of NGA started

· whether there was a role for the Government to play in the development of NGA infrastructure and, if so, what types of initiatives ought it to pursue.

9. The Review concluded that the case for major intervention now was weak because:

· the UK was in a good competitive position (it had the highest broadband penetration and had one of the most advanced internet economies in the world)

· there was a short term bottleneck in backhaul/core and not access

· competitors were beginning to invest in NGA (broadband was growing into an integrated IP network delivering a growing breadth of services)

10. The Review found that there was a case for the Government to set out a framework for the delivery of NGA because:

· Broadband was a new digital utility

· NGA would be a key enabler in the mid term

· There was a (limited) risk of ‘static efficiency’

11. Ten actions had been identified to expedite investment in NGA:

· release radio spectrum

· mandate transparency on traffic management

· support NGA specification for newly built homes

· Ofcom to define regulatory implementation roadmap

· enhance coordination of street works

· relax constraints on overhead deployment

· remove barriers to alternative ducting

· provide clarity on business rates

· establish a standard for open local networks

· focus resources on standard local networks

12. Work was in hand to benchmark progress in order to ensure that momentum was maintained and to develop a contingency plan.

13. The Chairman asked members to consider whether OSAB should advise Ofcom that it was in the interests of consumers that every new cable laid to a house should contain fibre.   Peter Swann said that such a recommendation should not be made unless it was clear that there would be no adverse economic effects.  A debate took place on the impact of new technologies on which the following points were made:

· that there was strong historical evidence that every development tended to concentrate rather than disperse economic activity.  There was already a concentration of fibre in the cities and economic activity was concentrated there and not the hinterland

· it was noted that fibre was being laid in some areas but that there would be cost implications in laying a new fibre network

· that, whilst it was in the national interest to replace copper with fibre, the benefits would be unevenly distributed 

· that one challenge would be to address the knowledge famine so that citizens were aware of the potential effect of the roll out of NGA

14. The Chairman expressed his pleasure in the lively discussion that had taken place which had benefitted from the different perspectives of technologists and economists.   Ofcom needed balanced advice from OSAB so that it could take all factors into consideration in its deliberations.   He said that the issue of NGA no doubt would be addressed again in the context of convergence at the OSAB October Workshop.   

Item 5: Ofcom’s Annual Plan for 2009/10
15. Rhona Parry and Jonathan Thompson attended the meeting to brief the members on Ofcom’s Annual Plan for 2009/10.   2009/10 would be the third year of implementation of Ofcom’s three-year Strategic Framework and that a review of the framework would take place.  An internal debate had taken place and it had been concluded that the three –year framework was still relevant because:

· it provided sufficient flexibility for Ofcom to adapt to the changing policy priorities for 2009/10

· it was sufficiently robust to allow Ofcom to respond to current developments such as economic pressure and industry-led initiatives

· it still provided a means to concentrate Ofcom’s focus on the key areas of market development

· however, there was also widespread recognition that now was the time to start thinking about the next strategic framework

16. A discussion took place about Ofcom’s proposed Annual Plan for 2009/10 and the following views emerged:

· that, with a few exceptions, the Plan did not look further ahead than one year

· that the balance between initiating thinking and responding to issues needs to be looked at (it was the view of OSAB that Ofcom should anticipate developments)

· that a balance should be made between empowering consumers by making them more aware of the possibilities offered by technology in order to make informed decisions and enforcement by the regulator

· that due regard should be taken of the economic impact of innovation (which had a historical tendency to concentrate rather than disperse resources).

17. The members noted that the Chairman and Peter Swann would represent OSAB at the forthcoming Boards and Committees day on 7 October.

Item 6: Any Other Business

18. The arrangements for the October Workshop were discussed.  Ofcom had welcomed OSAB’s suggestion that the Workshop should consider the interim report from the CTT and had suggested four questions as possible subjects for discussion at the Workshop:

(1) What are the most likely ways that communications markets will develop?

(2) What are the consequences of those developments for the current legislative and regulatory frameworks?

(3) Is the current approach of the CTT addressing the needs of future market structures and technologies?

(4) Given the potential market developments, what will be the role of the regulator in future?

19. It was proposed that one OSAB member lead the discussion for each question.  It was agreed that David Cleevely would lead on (1); Tommaso Valletti on (2); Leela Damodaran on (3) and Will Stewart on (4).  Members were also asked to consider the question is ‘Is convergence a good thing or a bad thing and why?’ to catalyse the dinner discussion.

20. An enquiry would be made with BERR as to whether Robin Foster and Mark Swarbrick would also be able to attend the conference.  A three way teleconference would be arranged between the Chairman, William Webb and Paul Rogers to plan the structure for the Workshop.

21. Possible items for the December agenda were discussed.  Amongst the suggestions made were:

· a presentation from Ofcom’s Chief Economist Team on behavioural economics

· bandwidth development (with an invitation extended to representatives from Cisco Systems to attend)

22. Members were asked to email Paul Rogers with any further suggestions for the December meeting.

23. There being no other business the meeting ended at 4.00pm.

……………………………………………

Chairman
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