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Abstract

Adit Northisa UK Government initiated, regiond patnership focussed on aggregaion
of demand, procurement and commissioning of broadband networks and facilities
spanning some of Britain( largest metropolitan centres and England® sparsest rural
communities.

This pgper postionstheinitiative within nationd and regiond economic strategies
togaher with information sodety developments over recent years.

It contrasts experiencesin thenorth of England, where it was possible to build on
previousrelationships and developments, with other regionstha have founddifficulty in
starting from scratch.

An extendve regiond communicationsnetwork will beillugrated with cross-sector
patners providing services and suppot to busnesses and the public sector.

Early achievements and projects are reviewed, induding: -

* ADSL enablement of remote and rural exchanges, providing >99%availability to the
popuktion served

* Real Broadband. Regiond collaboration to bring fibre connectivity to thekerbsde
for homes and busnesses.

* TheNorthern Internet Exchange areslient fibre link fromthe north of England to
Londonand internaiond servicesmarkets.

The pgoe indudes frank discussionsof lessonslearned alongwith how some of the
residud obgacles may be addressed. Thisindudes some pre-requisites for success
togeher with cultural and organisationd behaviours tha influence the
@ompetition/collaboration paadoxO
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Introduction
A Regional Per spective

More than forty years after therecognition of the need for anew econonmic modd, the
North of Englandis now attacking the changefrom a strongindudria sodety into an
information sodety with investments of sufficient scale to accelerate sodal, cultural and
econornic development.

TheNorth of England has arich heritage stemming fromtheindudria revolutionand
indeed much earlier. TheLindisfarne Gogpds were transcribed in monasteries onthe
banksof local riversin themiddle of thefirst century AD, and represent amuch earlier
knowledgeand information revolution for communitiesin Europe

Later, these same rivers and thar hinterlandsbecame oneof the magjor engines of the
indugria revolution. They were also centres for innovaion and invention, bringing to the
world theelectric lightbulb, therailway locomotive, the steam turbine and hydro-electric
power generation amongg other notablefirsts.

Until the early nineteen-sixties the region® econony was reliant on shipbuiding, mining,
manufacturing and heavy engineering. Since then therapid declinein these sectors has
seen a drift towardsa service econony, with only specialist niches of high-value added,
high technology manufacturing and research. Althoughthere have been some significant
individud success there has been no success in bringing the England® most
disadvantaged region into the maingream naiond econony.

Theinformation age healded another oppatunity for collective investment to leapfrog a
failing regioninto thevanguad of vaue-added service providers. Ten years ago
committed leaders from all sectors of sodety in the region collaborated to pool ther
effortsin developing atruly holistic strategic framework for thetrangtionto an
Information Sodety. As aresult of thiswork, Prime Minister Tony Blair launched the
Regiond Electronic Economny Programme for theNorth-East in 1999,as a UK pilot.

This programme stemmed from afull cross-sector strategic framework and focussed
investments into three generic strands

* Developing people and communities

* Deveoping information and knowedgesharing facilities

* Developing access and connetivity

Even with such suppot it has been difficult for inditutiond frameworks to respondto
holistic, cross-sector investment and collaboration requirements and implementation has
been piecemeal at best. Althoughdisappointing for those who have championed
fundamental change it should berecognised tha cultures, behaviours and aboveall, the
need to changeto joined-up govenment and govanance have inertias that do nat respond
quickly to pressures from those who are regarded as chdlenges.



With theadvent of the Adit initiative thereis abody with themandae to pull together the
public sector provision of broadband communicationsservices. Althoughnot quite
holistic thisis undepinning major developments the other two main strandsof the
information sodety in theregion.

Badkground to Adit

In 2002,the UK Government surveyed its Departments to determinethear procurement
practices regarding the ever growing spend on broadband and related services (over
£1bilion per annum). It foundtha Government Departments had a piecemeal approach
to procurement, with many small local contracts being let rather than any co-ordinated
approach.

The UK Treasury conduded tha smarter procurement should lead to savingsof at least
20% and tasked the Department of Trade and Industry to work outthe best means of
achieving this smarter procurement. In November 2002,the Secretary of State, Stephen
Byers, announed the formation of the UK Broadband Task Force, which would work
with public bodies aroundthe UK to agree the best approach to conlidating
procurement practice.

By June2003,agreement was reached to create broadband aggregaion bodies in the
English regions whose boundaies would be common with the Regiond Development
Agendes to maximise the econonic development oppotunities. These aggregaion
bodies are the Adits.

Over thelast 2 years, some conlidaion of Adits has occurred, with Adit North East
becoming thelargest procurement body serving 5 of the 9 English regions

Adit Generic Priorities

Adit has 3 mgjor prioritiesfor all busness activities:
a) aggregating cusomersOrequirements to ddiver better value solutions
b) leveraging buying power to ddiver econormic development benefits
C) improving competition between telecommunication suppliers

Whilst procuring lower cog connectivity for public sector bodies till forms an important
part of Adit@work, econonic development activity has become the primary focus The
two main activitiesin this area are the Trandormationd Modd and the Northern Internet
Exchange(NIX).

Thetrandormationd modd was developed after looking at wha counties aroundthe
world were doing to enhance busness and citizen access to next generation broadband
services. It was foundthat al significant projects were led by a public sector intervention
to assist in infrastructure devel opment, which was then the spur to private sector
innovdionin applicationsand services. Best practices were taken from these other
locations and applied to UK situations leading to arobug busness and financal modd
applicable to any UK region and elsewhere.



TheNIX was developal to overcome high conneetivity cogsin Northern England
compared to Londonand the South East. One of the major reasonsfor this price disparity
is backhaulOcods as I nternet traffic needsto berouted the 300 miles from theregion to
theLondonTelehous. Asaspurto regiond investment it was necessary to removethis
backhaul overhead. Workingin partnership with the Regiond Development Agency, the
NIX was condructed. Thefacility islocated at two sites, both of which are full
collocation centres with multiple telco provision. Thetwo sites are linked by fibre and
have resilient, diverse fibre linksto theLondonTe ehou buildings

National and European Per spectives

The European Commission has long recognised the significant potential of the creation of
an Information Sod ety and latterly, aKnowledgeSodety as arouteto a progperousand
indusve Europe Thelast three Framework programmes have induded ICT elements and
some suppot for Regiond Information Sod ety strategic studies as a route to accelerating
econonic development at regiond, naiond and European levels.

Europe® political |eaders have recently endorsed this view and have reached agreement
on postive action programmes to moveforward alongthis route. The Lisbon agreement
was a cornerstoneof building such an indusve Europe Althoughprogressiswiddy
agreed to have been poar, theinformation sodety aspects of the Lisbonagreement have
been re-laundhed within thei2010agendachampional by Commissione Viviane
Reding.

In September 2005,in London,she confirmed he bdief tha thecontributionof ICT to
the EC policy of more and better job creation was crudal. In additionthecritical postion
of ICT as abusness sector in its own right, representing 5% of EU25 GDP was
confirmed together with thebdief that this 5% drives 25% of overall growth and about
40%increase in produdivity. Commissione Reding also said tha in making thedigital
economny and innovaion two of the central pillars of i2010she hopel that more
widespread and efficient use of ICT throughoutthe econornry would hdp the EU to
preserveits globd competitive postion.

In the suppoting actionsfor i2010there are propasals to review regulatory ingruments to
look for scopeto meet modean needsand new ways of doing things This recognition of
thefundanental importance of developing digital econonies and freeing up theroutesto
achievement is heartening. A maor chdlengewill beto develop common purpo< in this
area across naiond, regiond and local public administrations

In the UK, thegovenment has always been a supporter of the development of an
information sodety and a digital econorry. Only recently with initiatives like the naiond
broadband aggregation project has it founda way to bring togeher economies of scale
tha can have significant impact on economic development time-scales.

As can be seen fromtheabove whilst it has been dow to come, thereis now political and
structural suppot from both the EU and UK Governments in ddivering economic growth
throughl CT investment. Recognising this, Adit has developed its busness activitiesto



demondrate what can be achieved by a strategic focusin these areas. Two of the best
examples of such activity are summarised in thefollowing case studies.

Case Study 1: South Yorkshire Transformational M odel

TheAdit trandormationd modd for regiond economic devel opment throughnext
geneation broadband investment was taken by the public bodies in the South Y orkshire
sub-region and is rapidly becoming oneof Europe3 largest projects in this areawith
1.3mcitizensand 40,000 busnesses identified as potential bendficiaries.

The South Y orkshire High-Speed Broadband Project has 4 main aims:

* Tooffer the public sector better value broadband connectivity and services
(such as O/ oice over IPQ data storage, backup and disaster recovery) than
current, usngthe aggregaion of pulic sector demand on a common high-speed
broadband infrastructure as the catalyst.

* To providean open platform to ddiver the benefits of World-Class broadband
servicesto Small and Medium sized Enterprises (SMES) across the sub-region,
improving the attractiveness of South Yorkshire asa location for Information
Communicationsand Technology (ICT) driven business investment.

* To suppot theeducation and skill development of individuals disadvantaged
by sodal circumstances, gende, disability or location throughcog-effective
broadband services.

* To accelerate investment by telecommunicationsservice providers within the
region to upgade and extend ther broadband service usng the minimum
necessary intervention by the puldic sector.

To comply with UK and EU State Aidsand Competition Law, thiswill be achieved by
creating aregiond open wholesale broadband platform usng the OJEU compdtitive
tende process offering approximately 30Mb/sto end users. Theinfrastructure will be
controlled by publc sector partnersthrougha Specia Purpos Vehicle (SPV), which will
lease an irrefutable right of use over the network.

Operational Benefitsto the Public Sector

Theprindpd benefits of the South Y orkshire High-Speed Broadband project for the
public sector are theprovision of highea bandwidth connectivity, to more sites, with
appropriate security and resilience, at lower cost well ahead of Mon-aggregated Qourchase
timescales. Thenetwork design enables additiond shared or value-added servicesto be
offered to public sector users, such as Voice over IP between public sector usersonthe
network and off-the-shdf disaster recovery capabilities.

Commercial M odd



Thediagram bdow shows the main components of the networking infrastructure together
with the services they present to cusomers.
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Figurel, Infrastructure Overview
Theundepinningcommercia modd is based on 4 levels.
Level 1 DPublic Sector Connectivity

Public Sector users will have therightto use the Core, Access and key services (e.g.
Internet access, VolP, resilience, security etc) at apublished tariff based on @ogO(i.e.
thefully allocated cog of theelements of the nework being used induding overheads).
Thecod will beset by a Special Purpose Vehicle (SPV), whose membership will be
comprised of public sector users committed to usng the network. Public sector
sharehddersin the SPV will receive preferential conneetivity prices (and/or dividends
over nonshareholders.

Level 2 DSMEsand SDPs

SMEs within theregion will be able to subsribeto the Core and Access Networks at a
published tariff based on a @og plusObasis. Thetariff will beset by the SPV, which will
ensaure tha unfair cross-subsdy with respect to private sector providers does not occur.
Services (e.g. internet access, mail and web hoding) will be provided by private sector
Service Providers, who will contract directly with theend-user. Itislikely tha the BT
Wholesale modd will be adopted which requires Service Providers to recover the Core
and Access charges on behdf of the SPV.

Level 3DlInternet and Applications Service Providers



Private Sector Service Providers will be able to provide services to any user of the
network at a pulished tariff based on a@og plusObasis. Thiswill allow Service
Providers access to the core network and guaantee speed and qudity of service to them
andtheend users. Thetariff will indudeconnection and trangport charges, and will be
set by the SPV. The SPV will set and pubiish the minimum acceptable technical and
content standards (e.g. legd and moral).

Level 4 DWholesale

Excess bandwidth on the Core Network throughou the regionwill be available to any
Service Provider (induding telecommunicationscompanies) on awholesale Gog plusO
basis at a published tariff. Thetariff will indudeconnetion and trangort charges, and
will beset by the SPV. The SPV will set and pubiish the minimum acceptable technical
standadsfor interconnection.

Conclusion

The South Y orkshire sub-regiond Investment Plan anadysis and Busness Link statistics
indicate that econormic impact datafrom similar naiond and internaiond ICT initiatives
can betrandated into the South Y orkshire sub-region. Whilst there are some variations
thedaaisreasonably consstent.

Theeconomnic impact ove a20year peiod of theproposd ICT investment project usng
pubic sector aggregation and EU ERDF fundingis estimated to be approximately:

Y ear 3yrs 10yrs 20yrs
GDP Increase £452m £2656m £6225m
Job Increase 4,490 7,285 10173

»  Thesefigures do not include GndirectOeffects and only some of the GnducedCeffects. Their
inclusion could raise the jobs and GDP data by 50% or more.

*  Thefigures do not include inward investment and transformational cluster development. If
these are prioritised and pursued, each is so significant that a 30% success rate could lead
to aminimum 20% increase in jobs and GDP per capita based on experience elsewhere.

Table 1 South Y orkshire Transformational Model after 3-10-20 year periods

Cas Study 2: Northern Internet Exchange




TheNorth East of Englandis committed to becoming oneof theleading European
regionsin ICT developments, which it bdieves will accelerate the ongoing renassance
seen in thelast decade

Onearea of paticular interest at present isin marketing the region® capabilities as an
internationd centre for bath disaster recovery and busness continuity. The Regiond
Development Agency, OneNorthEast, has established ETR?A (Europesn
TelecommunicationsResilience and Recovery Assodation) to further this oppatunity
and there is significant interest from both European and US-based finandal inditutionsin
locating recovery andresilience facilities within the region. In paticular, it is consdered
tha there is astrongdemand for cog-effective internaiond telecommunicationslinksto
New York.

Whilst the North East has the necessary skills base and facilities, combined with
competitive land and employee cods to furthe itsambitionsin this area, it has been
disadvantaged by itsrelatively high cog data communicationsdueto the 300 mile back-
haul overhead to the UK@ internationd hubin London.An |P Exchangewill bring
multiple IP trangt providers to the North East, providing access at Londonprices for
wholesale IP trangt buye'sin theregion.

Theregion has developeal its network of (seven) existing co-location facilitiesunde a
single brand, NIX, with thetwo major facilities being located in Sundeland and
Newcastle. Discussion with the owners of these two facilities has resulted in an
agreement to make the Newcastle facility thelP exchange with a spur connection to the
Sundeland facility.

This connectivity will encourage oversees organisationsand busness to utilise theworld
class storage and Disaster Recovery facility recently established in the North East region
at Databanx in Newcastle and also Local Authority hoging facilities at Doxford Park in
Sundeland.

Theprovision of this service forms thefounddion stoneonwhich to build additiond
services, applicationsand conneetivity for theregion and ultimately assist in making the
North East region an exemplar in Hogding, Data Storage and Disaster Recovery.

TheNIX isaso of mgor benefit to organisations both public and private, which come
unde therequirements of the UK Civil Contingendes Act 2004.

The Civil Contingendes Act came into force in the UK on 18 November 2004 Themain
issues from atelecommunicationsand Information Security pespective are:

¥An Emergency can bedeclared if human welfare and/or security are threatened by
disruption to telecommunications
¥An assessment of arisk of Emergency should bemade



¥Plans should bein place to recover from such an Emergency
¥Therisk assessment and plan should be published if required

¥T hese agpects of the Act apply to Public Bodies and Utilities (induding telephone
telecommunication, network and information managers)

¥T he precise boundaies of those companies covered by the Act in the
telecommunicationsand security arenahave yet to befully tested. Until suchtimeitis
wise to assume tha the ategory 20respondes the Act refers to embraces all providers
of public services.

ADIT works with regiond partners to advise on the implicationsof the Act for Category
1 (Maor Public Sector Bodies induding Health Service Telecommunicationg and
Category 2 (Utilities) respondes.

TheNIX istheided service to solve many compliance issues facing organisationsand
already many public bodesuse it as such, induding its growing use as a shared disaster
recovery facility.

L essons learned and M ajor learning points

* Importance of a strategic frame work and persond networks.
Adit was able to have aflying start in the North of England because there existed a
strong strategic framework for the development of an information sod ety togeher
with extensve persond neworks of key players who were able to commit to rapid
actionin suppot of broadband aggregation. In many other regionsof the UK the
Adit initiative fell on stony groundbecause it did not have either context or
commitment within regiond @ower networksO

* Actionusudly happensat sub-regiond level.
Althoughregiond commitment and suppot is an essential pre-requisite of success,
major developments usudly hgppen at thesub-regiond level because thereis
sufficient autonony and ownership withouttheinertia and conflict usudly
assod ated with wider regiond consenausbrokering. Also political will andterritorial
scale play amagjor part in championing change Our experience in developing
trandormationd projects has agan demondrated the strength of a sub-regiond
approach.

* Squaingthe Competition-Collaboration Paradox
One of thekey sticking pointsfor past large-scale developmentsin theinformation
sodety arenahas been afailureto collaborate for the goodof people and
communities because key players could not recognse when to compete and when to
collaborate. In additionthefear of relinquishing total control over an area of service,
coupled with Motinvented hereOmentalities have been past inhibitors.



A neutral bodylike Adit has resulted in afacility which hdpspublic administrations
to pool some of thar efforts and resources for thecommon good.Current
collaborationsalow patners to acquire goodneworks, platforms and services. It
still allows them to compete on excellence of service to citizensand busnesses. It
also allows patnershipsto enter as new competitors aslarger econorric unitsin
naiond and internaiond marketplaces.

New political and administrative perspectives are still crudal

Even with the GngtantGsuccess with the Adit initiative, which is based on smple
common sense applied to pooled resources, there are still political and administrative
views tha look for two year windows of returns, use ingppropriate regulatory
ingruments and fear success.

TheLisbonreview team and Commissione Reding have proposd expediency in
execution of theagendaand have undetaken to look agan at appropriate regulatory
regimes. Thisisrequired urgently, especialy in the area of state aid, if momentumis
to bemaintained.

Benefits mug be accrued in the short term even for longterm projects

It is perhgpsan obviousfact, but seems to be often overlooked, tha political and
executive leaders need to see a short term gan from any strategic investment or it
will fail to begiven priority amongg the mass of other initiatives. Some early work
relied onregiond leaders Geeing the longterm benefitsOof our proposis: they did
not Only when short term gainswere definitively demondrated to each stakeholder
organisation was backing received for strategic projects.

Don®be seen as promoting technology solutions

Mog leaders and decision makers, are nottechnology literate. Elegant technical
solutionsto soda and econonic issues areirrelevant to them if the benefits cannot
bedescribed in a straightforward way Despecialy in terms of smple, everyday
busness or citizen bendfits.

Finandal bendfits are notalways enough

The Adit aggregaion modd for procurement has demondrated time and again
subgantial finandal benefitsto its puldic sector customers Busudly about20% of
contract value However, thereis aloss of control perceived by public bodies when
they hand over ther procurement needsto us Significant efforts need to be madeto
enaure this does not become a barier to work. To this end, developing strong
relationshipswith both thetechnical and legd departments within such organisations
isadvocated so tha they become comfortable with what Adit doesandtheway in
which it is done Keeping stakeholders On theloopOwhilst saving them both time
and money pays dividendsin theform of truged relationships

Get the bdance of theteam right
TheAdit in North East England was oneof thefew which bdanced ther staff
between public sector and private sector (telecommunicationsindudry). This bdance
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has been crudal in our success as we have been able to communicate effectively with
both cusomers and suppliers, in languaye they understand and are used to. Only the
Adits which did this il survive, the others (which were solely staffed fromthe
private sector) have been closed down as thar puldic sector stakeholders could not
engagein meaningful dialoguewith them. As aresult Adit North now procures
broadband servicesin 5 of the 9 English regions having taken over the
responsbilities of theorigind Adit in these regions.

Summary and Conclusions

Thereis nodoubttha a marked shift has occurred within the European Commission and UK
Government with regard to thar confidence in mgjor ICT investments generating econonic
growth. In addition, the UK Government has seen tha broadband aggregation across the
public sector resultsin:

a) cog savingsfor public bodies

b) economic development oppotunities

c) improved competition between telecommunications suppliers

Adit has been the vehicle of choicein the UK andnow has a 2 year track record in proving
theabovebendfits. As confidence amongpublic sector stakeholders has grown, more
significant initiatives, such as thetrandormationd projects and the NI X have arisen which
act as accelerators in accruing econonic and sodal benefits.

Experiencesto date have led to thefollowing condusons

a) aneutra pubic sector body,such asthe Adit, is anideal mechanism for abroadband
aggregdion strategy Bwith 20% cog savingsbeng theinitial benfit

b) local suppot for such abodyisavital precursor to its success

c) daff within the Adit should be drawn from both public and private sector Ba
weakness in either leadsto a cultural clash with either cusomers or suppliers

d) theAdit modd should betranderable to any county seeking to mature its
telecommunicationsmarket throughmeasured puldic sector intervention

€) major trandormationd projects, ddivering significant econormic and sodal bendfits,
become possible throughsuch aneutral body.Agan, thefinandal and busness
modds for such projects should betranderable to other counties asthey are not UK
specific.
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