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Executive Summary 

 

This is a Value for Money and Policy Review (VFMPR) of the Group Broadband 

Scheme (GBS). The GBS was a scheme run by the Department of Communications, 

Marine and Natural Resources from March 2004 to December 2006. The purpose of 

the GBS was to use state funding to encourage Internet Service Providers to provide 

access to high speed internet (or ‘broadband’) in parts of the country that were 

without coverage. 

 

The review was begun in July 2006, and formed part of the Department of 

Communications, Marine and Natural Resources 2004-2008 Scheme of Reviews. It 

was coordinated by a Steering Group chaired by Ms Úna Nic Giolla Choille. 

 

Scope of the GBS Review 

The scope of the review, as agreed by the Steering Group before work commenced, 

was to provide answers to the following questions; 

 

·  The overall level of take-up and the relative rate of take-up amongst business, 

private and community level users.  

·  The cost of access in terms of the price per Mbit/s  

·  The effect of the technology employed to deliver the service in terms of 

delivery and price. 

·  The benefit users derive from, and level of satisfaction, with the service being 

provided. 

·  The cost, in terms of public funding, per population coverage and per 

subscriber. In addition the resources and costs incurred by the Department and 

local authorities are considered. 

·  The impact of the scheme on competition in the broadband market and the 

degree to which government intervention was justified. 

·  The impact of the scheme in developing social capital. 

·  The role that social capital played in the success or otherwise of schemes. 
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Terms of Reference 

Each VFMPR is conducted according to a set of Terms of Reference, derived for the 

most part from a generic set provided by the Department of Finance. 

 

The review of the GBS will: 

 

1) Identify the objectives of the GBS  

2) Examine the current validity of those objectives and their compatibility with 

the overall strategy of the Department of Communications, Marine and 

Natural Resources in the context of Ireland’s Broadband Strategy. 

3) Define the outputs associated with the scheme’s activity and identify the level 

and trend of those outputs. 

4) Examine the extent that the scheme’s objectives have been achieved, and 

comment on the effectiveness with which they have been achieved. 

5) Identify the level and trend of costs and staffing resources associated with the 

GBS and thus comment on the efficiency with which it has achieved its 

objectives. 

6) Evaluate the degree to which the objectives warrant the allocation of public 

funding on a current and ongoing basis and examine the scope for alternative 

policy or organisational approaches to achieving these objectives on a more 

efficient and/or effective basis, having specific regard to the design, 

implementation and evaluation of other programmes or policy interventions on 

the problem of broadband access in areas where the market is failing to meet 

demand from potential users. Following the evaluation of GBS and the 

drawing of lessons for alternative approaches, recommendations will be made 

on future funding 

7) Specify potential future performance indicators that might be used to better 

monitor the performance of the GBS.  

 

These Terms of Reference are dealt with throughout the review, and are then 

discussed collectively in Chapter 5. More specifically, ToR 1 and 2 are covered in 

Chapter 2, ToR 3 is covered in Chapter 3, ToR 4 is covered in Chapter 4, and ToR 

5, 6 and 7 are covered in Chapter 5. 
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Group Broadband Schemes 

The Group Broadband Schemes were launched in March 2004, aimed at providing 

broadband internet access to ‘communities’ of less than 1,500 people. 

Metropolitan Area Networks (or MANs) were intended to provide access to those 

urban settlements above this size. The MANs are the subject of a separate review, 

and are not discussed further here. The requirement for such schemes was set out 

in a series of reports by a number of state bodies, each identifying the emergence 

of a potential market failure in that broadband services, for a range of reasons, 

were not being provided by the market in areas of low population density. The 

conceptual design of GBS project is based on the idea of a series of partnerships 

between local communities, represented by voluntary groups, and Internet Service 

Providers, with the state funding up to 55% of the capital expenditure (capex) 

associated with the provision of the service. 

 

The programme was run on the basis of a series of ‘calls’, with the Department 

advertising the availability of funding, and seeking applications from partnership 

groups. In total, 2 calls took place, with 25 schemes being approved (and actually 

proceeding) under the first and 108 under the second. A total of 11,474 

subscribers are recorded (although the actual figures is likely to be higher) and the 

schemes have a population coverage of over 388,000 people. A third call was due 

to take place in December 2006, but this was cancelled in favour of a more direct 

method of provision, titled the National Broadband Strategy (or NBS). 

 

The objectives of the GBS, as set out at both the first and second call, were as 

follows; 

 

·  Promote the rollout of broadband access through the establishment of 

sustainable broadband services through local community-led initiatives 

·  Meet the current and projected needs of the end-users in a community 

·  Schemes to be sustainable, both technically and commercially, and viable on 

an ongoing basis after initial start-up support 

·  Implementation of the schemes to be focused and done in an easily achievable 

manner 
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·  Schemes to use a cost-effective approach, minimising the public funding 

requirement. Where possible existing resources, such as existing infrastructure 

or services to be exploited. 

 

Findings 

The review found that objectives of the scheme were valid, and were compatible 

with the overall strategy of the Department. The review found that the GBS were, 

for the most part, an effective method of providing broadband services in areas 

that the market had not. The major failing of the GBS lay in its design; it simply 

could not produce sufficiently rapid delivery of broadband services to satisfy the 

ambitious targets for broadband. When taken in the context of the national picture, 

the GBS were of such a small scale as to be of negligible impact on broadband 

penetration nationally, but they did succeed in meeting their own rather more 

limited objectives. 

 

Equally, they were also a relatively efficient way of extending broadband 

coverage to areas that were previously without. There is an apparent disparity in 

that the ratio of administrative costs to capex seems unacceptably high when taken 

in the abstract. However, administrative costs are high due to the fact that the first 

call involved several one off costs associated with proof of concept and slow 

uptake, had the scheme progressed into a series of further calls as originally 

intended, these costs would have been ameliorated over time.  

 

The central objective of GBS, to extend broadband coverage into areas of 

marginal viability, continues to warrant the allocation of public funding. However, 

it is also clear that in some areas the threshold of commercial viability is 

sufficiently low for ISPs to offer services on a commercial basis, once established.  

  

Recommendations 

 

1) A baseline study should be conducted to provide a clear picture of the current 

national situation with regard to broadband coverage before the NBS 

proceeds. 
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2) A clear statement of the objectives of the NBS should be drawn up, on the 

basis of the baseline study recommended at (1). 

 

3) The GBS provided a useful mechanism for the relatively cheap roll out of 

schemes to provide broadband availability in rural areas. Despite the different 

nature of the NBS, there are several aspects of the GBS scheme that should be 

replicated for NBS. In particular, the use of regionally based co-ordinators to 

liaise between ISP(s), communities and local authorities should be considered. 

Even at a local level, the scheme should take cognisance of County 

Development Plans. 

 

4) Consideration should be given to future proofing of the technology used in the 

NBS to the extent possible. For instance, it could form part of the criteria in 

evaluating the tenders.  

 

5) Appropriate monitoring and data collection should be ensured in the NBS 

from the outset, within the overall context of the Capital Appraisal Guidelines 

with regard to analysis, evaluation and planning. This might be done through 

robust reporting requirements with ISP(s) charged with the delivery of the 

scheme or by an independent third party such as the Communications 

Regulator. In addition, clear decisions on performance indicators for 

measuring the progress and success of the NBS should be made immediately. 

These might draw on Figure 1 in Chapter One of this Review: an input-output 

model with inputs being primarily the budgeted vs actual costs and the outputs 

being the extent to which the project is delivered on time, on budget and on 

specification together with service uptake and usage indicators.   As part of 

this exercise a review of what information on broadband is being collected and 

by whom should be conducted.  How this data can support programme 

evaluation and monitoring needs to be considered. The upcoming Data 

Statistics Strategy that will be conducted by the Department may provide an 

opportunity to conduct this exercise.    

 

6) Compliance with the latest iteration of the Capital Appraisal Guidelines (most 

notably Sections 1.10, 3.4 and 4) should be observed closely. In any case, this 
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will form an integral part of the larger analytical exercise at Recommendation 

(5) 

 

7) The actual coverage of the NBS schemes needs to be monitored so as to 

ensure that effective use is made of public expenditure. Cost, availability and 

quality of service should all be monitored as part of the contract with private 

operators. Clawback and exit clauses should included from the outset for use 

in cases where the operator fails to meet the required level of service. 

 

8) The monitoring of deadweight and displacement is also going to be a primary 

concern in the NBS. It is clear that at a number of junctures, both of these 

effects existed under the GBS. While these were an unavoidable consequence 

of the scheme and very minor in terms of scale, the scale of the NBS is such 

that these may be of much greater consequence, particularly given the fact that 

fixed line solutions may play a part in some of the NBS schemes. 

Opportunities arise for precise monitoring at critical juncture like the Mid 

Term Review. 

 

9) The NBS as currently structured is essentially a supply side intervention. A 

corresponding demand side intervention, explaining the benefits of broadband 

use, and by extension, the information society, is required to further the take 

up of broadband of particular areas within the State. 

 

10) The scale of the NBS is several orders of magnitude greater than that for the 

GBS. The Evaluation and Assessment schedule should be scaled up 

proportionately to the scale of the investment. 
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Chapter One 

 

1.1 Introduction 
This Value for Money and Policy Review (VFMPR) of the Group Broadband Scheme 

(GBS) is being carried out by the Department of Communications, Marine & Natural 

Resources (DCMNR). The Department has a broad social and economic remit and has 

as its Mission Statement “To promote the sustainable development, management and 

regulation of the communications, energy, marine and natural resources sectors in 

support of national economic and social policy objectives”1. This review is being 

carried out in the context of the Department’s Communications Development remit. 

 

The first chapter provides a brief introduction to regional broadband initiatives. It then 

set out the Terms of Reference and the scope for the review. Finally it sets out the 

format of the review and describes the methodologies employed in conducting it. 

 

1.2 Value for Money and Policy Review Framework 
The Public Service Management Act 1997, and the Comptroller and Auditor General 

(Amendment) Act, 1993 set the background for the Expenditure Review Initiative.  

The twin objectives of an Expenditure Review are to analyse Exchequer spending in a 

systematic manner and to provide a basis on which more informed decisions can be 

made.  It is one of a range of modernisation initiatives aimed at moving public sector 

management away from the traditional focus on using inputs as the sole metric to a 

more comprehensive concern with the efficiency and effectiveness with which results 

are achieved. Expenditure Review topics are proposed by each Department and 

Office, in consultation with the Department of Finance, and are subject to the 

approval of the Government for each three-year cycle of Reviews. 

 

Following a Government Decision in June 2006, Expenditure Reviews were re-titled 

Value for Money and Policy Reviews. This reflected a shift in emphasis from simple 

resource allocation to value for money as well as a recognition that the scope of many 

reviews had to be broadened to include an element of policy analysis. In addition, it 
                                                 
1 DCMNR, Annual Report 2005 
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was decided that all reviews should be published and submitted to the relevant 

Oireachtas Select Committee. This review will be submitted to the Joint Oireachtas 

Committee on Communications, Marine and Natural Resources.  

 

1.3 Regional Broadband 
The Information and Communications Technology (ICT) sector has played an 

important role in the development of the Irish economy in the recent past.  However, a 

key enabler of the ICT sector and a significant driver of a knowledge and information 

society is high-speed internet access or ‘broadband’ and in this respect Ireland has 

been somewhat of a slow starter. Some areas of the State are well served but in others 

there has been little competition in terms of broadband provision, slow roll-out of 

service or simply no broadband service available.  

 

In some cases, this is due to an historic lack of investment in telecommunications 

infrastructure. For instance, a decision was taken in the 1980s to split domestic 

telephone lines between several households. This was a cost saving measure at the 

time when compliance with a Universal Service Obligation (USO) was proving 

expensive for the then State-owned monopoly, Telecom Éireann. The decision helped 

in complying with the USO and was a technically feasible solution so long as 

analogue voice traffic was the only service being carried. However, it has resulted in a 

situation where a significant number of lines currently do not have the capacity for 

DSL services (DSL – or Digital Subscriber Line – is a technology that transforms a 

normal telephone line into a high-speed digital line that enables access to telephony 

services and broadband Internet at the same time).  Although not confined to rural 

areas, the problem is compounded by the fact that distance from telephone exchanges 

is a technical barrier to DSL, a factor that is significant in areas with a dispersed 

population pattern, such as much of rural Ireland.  In addition, there are seldom any 

alternative means of delivery in rural areas.  

 

This historical issue has been compounded in recent times by a lack of progress on 

Local Loop Unbundling (LLU). LLU was mandated by the EU in December 2000. It 

requires those operators designated as having significant market power to make their 

local networks (i.e. the telephone lines that run from a customer's premises to the 
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local telephone exchange) available to other telecommunications companies. The 

telecommunications regulator, Comreg, has experienced a series of legal challenges to 

its directives in this area. Equally, commercial pressures on Eircom, the former state 

owned monopoly which owns the national fixed line network, slowed the rate of 

investment in the network. Slow progress on unbundling has restricted competition in 

the telecommunications market and has also resulted in slow progress in the roll-out 

of broadband. By mid 2007, the rate of broadband penetration has increased markedly 

due to a range of factors associated with LLU rollout, changing market conditions and 

increased demand for services. However, in 2003, when the GBS was conceived, this 

was not the case. It is important to point out that GBS was conceived to run in parallel 

with regulatory efforts to improve broadband rollout. 

 

The lack of broadband availability has been most acute in rural areas with lower 

population densities. This was not just due to the increased cost of service delivery 

per person, but is also linked to the often profoundly weaker demographic and 

economic situations in many rural areas. In an effort to address this problem, and 

given the limited success of the regulatory approach, the Irish Government chose to 

intervene in the market by providing funding for investment in broadband 

infrastructure.  

 

There are three main strands to Ireland’s regional broadband strategy, the 

Metropolitan Area Networks (MAN), the Group Broadband Scheme (GBS) and 

Broadband for Schools. Broadband for Schools is a scheme under joint agreement 

between the Department of Communications, Marine and Natural Resources, the 

Department of Education and the Telecommunications and Internet Federation (a 

grouping within IBEC) and is not included in the scope of this VFMPR. 

 

The MANs scheme is the most significant intervention in the market by the 

Government. The MANs scheme was first given approval under a Government 

Decision in March 2002. The scheme provided for the design and construction of 

fibre optic networks in association with local and regional authorities and using both 

Government funds and European Regional Development Funds under the National 

Development Plan 2000-2006. These networks would remain under state ownership 

while an operator-neutral Management Services Entity (MSE) was set up to manage 
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and operate them, and allow open access for private sector operators. Under the first 

phase of the scheme a total of 27 MANs were constructed. 

 

In December 2003, the Minister for Communications, Marine and Natural Resources 

announced the Broadband Action Plan which outlined Phase II of the MANs. Under 

this phase all towns with a population over 1,500 were to be provided with high-speed 

broadband infrastructure. 93 towns were identified and construction is ongoing with a 

target for completion of all MANs by early 2008. 

 

The MANs scheme is the subject of a separate VFMPR and consequently will not be 

examined in any detail in this study. 

 

1.4 GBS 
The GBS was first launched in March of 2004 by the Minister of Communications, 

Marine and Natural Resources as one strand of Ireland’s Broadband Strategy. It arose 

from the same Government Decision in 2003 which granted approval for the second 

phase of the MANs scheme. It was designed to facilitate the provision of broadband 

in those smaller communities that were outside the scope of the MANs i.e. smaller 

towns and communities with a population of under 1,500. The scheme is based on the 

concept of community based partnerships between voluntary community groups and 

Internet Service Providers (ISPs) with State funding of up to 55% of the capital costs 

associated with the provision of the broadband service. A total of 123 projects are 

now operational under scheme (as at 20th April 2007).  

 

The total allocation for the scheme was €25m, from National Development Plan 

(NDP) and European Regional Development Fund (ERDF) sources, with €2m 

allocated for the first call and €6m for the second. By the time the scheme was closed 

in 2007, capital grants of €5.35m had been awarded with only €1.95m having been 

drawn down so far (again, as at 20th April 2007).  

 

It should be noted that the GBS has now been discontinued and following a 

Ministerial announcement in December 2006 the Department has initiated a new 
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scheme, the National Broadband Scheme (NBS) with a much larger budget. Further 

details of this are contained in Chapter Five. 

 

1.5 Terms of Reference 
The terms of reference are based on the standard terms of reference for VFM Reviews 

generally and are set out below. 

 

The review of the GBS will: 

 

1) Identify the objectives of the GBS  

2) Examine the current validity of those objectives and their compatibility with 

the overall strategy of the Department of Communications, Marine and 

Natural Resources in the context of Ireland’s Broadband Strategy. 

3) Define the outputs associated with the scheme’s activity and identify the level 

and trend of those outputs. 

4) Examine the extent that the scheme’s objectives have been achieved, and 

comment on the effectiveness with which they have been achieved. 

5) Identify the level and trend of costs and staffing resources associated with the 

GBS and thus comment on the efficiency with which it has achieved its 

objectives. 

6) Evaluate the degree to which the objectives warrant the allocation of public 

funding on a current and ongoing basis and examine the scope for alternative 

policy or organisational approaches to achieving these objectives on a more 

efficient and/or effective basis, having specific regard to the design, 

implementation and evaluation of other programmes or policy interventions on 

the problem of broadband access in areas where the market is failing to meet 

demand from potential users. Following the evaluation of GBS and the 

drawing of lessons for alternative approaches, recommendations will be made 

on future funding 

7) Specify potential future performance indicators that might be used to better 

monitor the performance of the GBS.  
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1.6 Scope of the VFMPR 
The timeframe to be covered extends from the commencement of the scheme in early 

2004 up to and including the first quarter of 2007 in order to make use of the most 

recent data. 

 

The VFMPR is intended to examine the following issues in its consideration of the 

GBS scheme. While every effort was made to cover all of these aspects, during the 

course of the review it emerged that, in relation to the first three bullet points below, 

there was insufficient data and/or that the information was not material to the conduct 

of the Review. This issue is returned to again in Chapter Five. 

 

·  The overall level of take-up and the relative rate of take-up amongst business, 

private and community level users.  

·  The cost of access in terms of the price per Mbit/s  

·  The effect of the technology employed to deliver the service in terms of 

delivery and price. 

·  The benefit users derive from, and level of satisfaction, with the service being 

provided. 

·  The cost, in terms of public funding, per population coverage and per 

subscriber. In addition the resources and costs incurred by the Department and 

local authorities are considered. 

·  The impact of the scheme on competition in the broadband market and the 

degree to which government intervention was justified. 

·  The impact of the scheme in developing social capital. 

·  The role that social capital played in the success or otherwise of schemes. 

 

1.7 Methodology 
The methodology follows the programme logic model set out in Figure 1 on page 17. 

This Capital Expenditure Performance Framework follows an input-activity-output 

framework. The inputs are the resources devoted to the GBS including Departmental 

staffing costs, consultancy costs and grant aid. These are measured in relation to the 

amount budgeted for the scheme and are considered in terms of the percentage 
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administrative costs. The activities consist of the projects identified and the grants 

disbursed. These are considered in the context of the drawdown by organisations 

involved. The outputs are the number of schemes enabled, measured by their delivery 

on time, on budget and the extent of the uptake of service. Finally, the outcomes 

include the impact on availability and access, the social and economic impact and the 

effect on competition measured in terms of the trend in prices, improvement in 

availability and access and the improvement in Ireland’s competitive positioning.  

 

In addition the review draws heavily on the Value for Money and Policy Review 

Initiative Guidance Manual produced by the Value for Money and Policy Reviewers’ 

Network and the Central Expenditure Evaluation Unit in the Department of Finance. 

This Guidance Manual was finalised in March of 2007. 

 

Much of the data required to carry out the analysis was available in the 

Communications Division of the Department. In addition a number of semi-structured 

interviews were conducted with key stakeholders. Further details on the semi-

structured interviews are set out in Chapter Four. 

 

1.8 Format of the Review 
The next chapter examines the objectives of the scheme in the context of broader 

government policy and the prevailing market circumstances. This chapter generally 

corresponds with Terms of Reference 1 and 2. 

 

In Chapter Three the trend in outputs is established (i.e. availability and take-up of 

broadband). This is related to a consideration of the costs and staffing resources that 

have been deployed and corresponds with Terms of Reference 3 and 5. 

 

Chapter Four examines the effectiveness of the scheme and the extent to which the 

objectives of the scheme have been achieved. It considers what the key drivers and 

factors of the scheme were. This chapter draws on the results of a series of semi-

structured interviews with key stakeholders. In addition it relates these findings and 

considers them in the context of the objectives set out in Chapter Two and the data 
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relating to costs and broadband take-up in Chapter Three. It corresponds with Term of 

Reference 4. 

 

Finally, Chapter Five, sets out findings and in addition recommendations on 

alternative policy or organisational approaches for Ireland’s regional broadband 

strategy, and suggests a series of performance indicators. This chapter corresponds 

with Term of Reference 6 and 7. 



 17 

Figure 1 
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Chapter Two: Background to the GBS 
 

2.1 Introduction 
This chapter examines the objectives of the GBS and considers these objectives in the 

context of broader government policy and the prevailing market circumstances. The 

current validity of objectives is also considered. This chapter generally corresponds 

with Terms of Reference 1 and 2. 

 

2.2 Background to Regional Broadband Intervention 
The first significant study of the state of broadband investment in Ireland was carried 

out by Forfás in January 1998. The report stressed the importance of broadband in 

attracting investment in Ireland and warned that “failure to provide world-class 

telecommunications and broadband services will cause investment to be diverted to 

countries which provide the required level of telecom services at the right price”2. The 

report went on to estimate a potential shortfall of 25,000 jobs and 5% lower GDP by 

2010 if telecoms infrastructure and services were not comparable with competitor 

nations. The report recommended a proactive approach to the development of 

broadband infrastructure as a strategic investment. It recommended encouraging 

competition through the liberalisation of the telecoms market and encouraging 

investment through grants, subsidies and tax incentives. It also recommended 

stimulating demand through subsidies for the use of services3.  

 

The report predicted that, in the absence of intervention, take-up of broadband would 

be limited to larger corporate users since market economics encourage operators to 

focus on those segments of the market which have the lowest price elasticity – such 

customers see broadband as a vital service and will therefore pay a significant 

premium for the service4. Also, as is the case with most networks and infrastructure, 

significant costs mitigate against investment on the fringes of the network.  

 

The report recommended that, in addition to telecoms liberalisation, and in order to 

avoid gaps in infrastructure emerging between core and peripheral areas, up to 150m 

                                                 
2 Forfás, (1998) “Broadband Telecommunications Investment in Ireland”, p. 2 
3 Ibid, p. 3 
4 Ibid, p. 8 
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punts (approximately €190m) be invested in fibre to provide a local access network 

over the next 5 years. 

 

Forfás examined the issue again in 2002. In its report it acknowledged that there had 

been some progress in terms of telecoms liberalisation with consequent improvements 

in price, service and competitiveness. However, while the experience of 

multinationals in Dublin was positive, the experience of SMEs and those outside 

Dublin was not. It also noted that Ireland was placed 27th out of 30 OECD countries in 

terms of access, availability and use of broadband5. 

 

The report went on to say that:  

 

“On the basis of current market indications, the investment required in 

broadband to drive new project and employment opportunities will only take 

place in core areas over 3 to 4 years and over a longer period in the 

regions…there is an in-built possibility that the market will not meet the needs 

of the enterprise sector for broadband if operators wait until demand has 

materialised”6. 

 

Therefore, according to the Forfás report, it was quite possible that the market would 

not deliver the services that both private industry and by extension residential 

consumers required, and that in this case the delivery of infrastructure and services 

would need to be provided by the private sector, by state intervention and by Public 

Private Partnerships.    

 

The prediction that the take-up of broadband would be limited to or at least 

concentrated amongst large corporate users and that operators would focus on certain 

sectors of the market does seem to have been the case. Infrastructure costs and 

diseconomies of scale have meant that broadband availability in the regions remains a 

problem. This is despite the fact that Government did take on some of the 

recommendations made by Forfás. Efforts have been made to liberalise the market 

                                                 
5 Forfás, (2002), “Broadband Investment in Ireland”, p. iv 
6 Ibid, p. iv 
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(with mixed success) and the Government has invested in fibre and local access 

networks. The GBS was part of such efforts.  

 

2.3 Strategic and specific objectives of the GBS 
The GBS scheme should be considered in the context of the Government’s “guiding 

vision” for the telecommunications sector as expressed in the Interdepartmental 

Working Group on Telecommunications report in March 2002: 

 

“The Government wants to see the widespread availability of open-access, 

affordable, ‘always on’ broadband infrastructure and services for businesses and 

citizens throughout the State within three years, on the basis of utilisation of a 

range of existing technologies and broadband speeds appropriate to specific 

categories of service and customers.  We wish to see Ireland within the top 10% of 

OECD countries for broadband connectivity within three years”.7 

 

As already mentioned the GBS was to be one of a number of different measures to 

achieve this ambitious target. The MANS scheme was the main infrastructural project 

and was aimed at addressing infrastructural deficits in towns with populations over 

1,500. The GBS was introduced as a means of meeting demand in communities under 

1,500.  

 

The original aim, rationale and proposed benefits of the GBS were set out in a 

proposed framework in an annex to a Memorandum for Government in November 

2003. The framework is attached as Annex I. The aim, rationale and proposed benefits 

of the GBS can be summarised as follows: 

 

·  To promote the rollout of broadband access to communities where the market 

is failing to meet demand from potential users 

 

and in so doing 

                                                 
7 Cross-Departmental Team on Infrastructure and PPPs: Telecommunications Working Group, (2002), 
p. 2 
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·  address this market failure and realise the full social benefit of broadband 

access in terms of eliminating a digital divide in relation to participation in 

educational, business and social activities 

 

by means of 

 

·  positively impacting on market and competitive forces in the provision of 

broadband through the aggregation of demand. 

 

The specific objectives of the scheme as expressed at the launch of both the first and 

second calls were as follows: 

 

·  Promote the rollout of broadband access through the establishment of 

sustainable broadband services through local community-led initiatives 

·  Meet the current and projected needs of the end-users in a community 

·  Schemes to be sustainable, both technically and commercially, and viable on 

an ongoing basis after initial start-up support 

·  Implementation of the schemes to be focused and done in an easily achievable 

manner 

·  Schemes to use a cost-effective approach, minimising the public funding 

requirement. Where possible existing resources, such as existing infrastructure 

or services to be exploited. 

·   

While there was some quantitative analysis before the scheme was introduced, the 

lack of specific and measurable objectives are notable. This analysis was generally 

confined to meeting the obligations set out in the multi-annual capital framework. 

Also, the fact that only €5m of a €25m allocation was awarded begs an obvious 

question as to the effectiveness of the project planning process (leaving aside the fact 

that the scheme was discontinued early for the moment) and the extent and 

thoroughness of the analysis of the potential uptake. To a degree both of these issues 

are direct consequences of the innovative nature of the scheme. In addition, there is a 

potential difficulty with estimating the multi annual outgoings for demand led 
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schemes such as these, unless careful analysis of all factors including demand, 

existing and potential supply and take up are assessed in advance, and linked to 

projected spend (sensitivity analysis). This analysis is further complicated by the 

nature of the sector, given that it is characterised by persistent fluidity and dynamism 

from both technology and commercial perspectives. Analysis in this field requires the 

application of in depth expertise in a range of disciplines including statistics, 

economics, geography and demography on an protracted basis. Acquiring and 

maintaining these skills should be a high priority for the broader public service, 

including this Department. The Department of Finance also has a role in ensuring that 

these skills receive appropriate recognition and resources. Future schemes would 

benefit greatly from the comprehensive use of the new (2005) Capital Appraisal 

Guidelines, with particular reference to Sections 1 and 2 (which relate to the 

Appraisal Stage and Planning Stage). 

 

The market for broadband services in Ireland in 2002/2003 was highly immature; it 

was unclear what level of demand actually existed. The scheme was conceived in the 

absence of the full information necessary to carry out full analysis. While this may 

have been justified in 2002/2003, the market has matured significantly since then and 

more detailed and specific information is now available from both official and 

commercial sources. The follow on scheme to the GBS should be conceived on the 

basis of a detailed baseline study and implemented according to a set of specific and 

measurable objectives. 

 

2.4 Rationale and Validity of Objectives 
Broadband can create new market opportunities for business and can enhance process 

efficiency in existing work practices. In many cases, access to relatively cheap 

broadband is essential for business and has become a de facto prerequisite for 

communities wishing to attract investment. Broadband is also playing an increasingly 

important role in the provision and availability of government services such as health 

and education as well as for social and entertainment purposes. However, as Forfás 

pointed out, the market would not provide service in low-density areas in the absence 

of certainty regarding demand due to a series of infrastructural, regulatory and 

geographic problems. 
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The GBS was an attempt to respond to a perceived and identified market failure. As 

part of the Department’s reporting requirement in relation to Capital Expenditure, 

spending on Information and Communications technology, including the MANs and 

the GBS, was identified as being consistent with the objectives of the National 

Development Plan (2000-2006):  

 

(a) Continue sustainable national economic and employment growth: The 

emerging Information Society poses specific infrastructural and service 

challenges for regions, particularly those heavily reliant on traditional forms of 

economic activity. An advanced communications/electronic commerce sector 

is a prerequisite to, and catalyst for, continued economic development. It 

provides the basic infrastructure for the new information, communications and 

digital industries and is altering traditional industries, the ways in which work 

is organised, the interaction between consumers and businesses, and within 

society in general. It is therefore critical that all areas of the country have 

access to such advanced communications and electronic commerce 

infrastructure and services if they are not to be disadvantaged in the evolving 

Information Society.  

 

(b) Consolidate and improve Ireland’s international competitiveness: The 

funding will provide widespread availability of broadband, which will ensure 

that Ireland is within the top 10% of OECD countries for Broadband 

connectivity by 2006, and remains there. 

 

(c) Foster balanced regional development: The measure will stimulate 

investment in, and accelerate the development of, cost effective, advanced 

communications and electronic commerce infrastructure and services in the 

S&E Region, including alternative and shared infrastructure and services 

solutions, with the objective of supporting balanced regional development. 

 

The provision of widespread broadband access will facilitate the redistribution 

of economic activity from congested and more developed areas to less 

developed and peripheral areas and will promote a more inclusive Information 
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Society. The measure will facilitate the provision of public information and 

services electronically in the country in order to enhance access, reduce costs 

and deliver a wider range of services to all citizens. 

 

(d) Promote social inclusion: The project selection process favours 

projects which include public service and social inclusion dimensions and 

support is also targeted at developing education and research communications 

networks infrastructure. 

 

2.5 Conclusion 
The objectives of the scheme are consistent with an attempt to address a clearly 

identified market failure in the provision of broadband. Furthermore, from the outset 

the programme was constructed so as to be consistent with Government policy in this 

sector. 

 

The objectives are also relatively clear and specific and the final beneficiaries 

(communities in areas not serviced by broadband) are identified. In addition the 

objectives flag some potential risks to be avoided. It is stated that the current and 

projected needs of end-users in the community should be provided for, thus 

attempting to future proof the investment.  Sustainability is also mentioned, both 

technical and commercial. It states that the schemes should be viable on an ongoing 

basis after initial start-up support (and not become a consistent drain on public funds). 

Having said that, the objectives were not measurable against specific performance 

indicators, and while this can be explained by the lack of information available at the 

time, a similar incidence should be avoided with the NBS.   

 

While there was no specific timeframe identified or “sunset clause” the manner in 

which the scheme was organised, in a series of “calls”, meant that the scheme had 

regular opportunities to be reviewed, amended or cancelled in a non-disruptive 

manner.  
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Given that the GBS has been discontinued the current validity of the objectives has 

not been considered. Instead in Chapter Five there are recommendations in regards to 

the objectives of the NBS. 
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Chapter Three 

 

3.1 Introduction 
In this chapter the trend in outputs of the GBS will be established (i.e. availability and 

take-up of broadband). This will be related to a consideration of the costs and staffing 

resources that have been deployed. This corresponds with Terms of Reference 3 and 

5. 

 

3.2 GBS Summary Data 
Figure 2 depicts summary data for the GBS scheme as at 20 April 2007. It sets out the 

number of schemes approved and operational, and the capital grant allocated, awarded 

and drawn down. It also sets out the number of communities covered as well as the 

population coverage and subscriber numbers. A number of caveats should be borne in 

mind in considering this data and for the purposes of this discussion we will refer to 

the data in the second table, which excludes details for those schemes which did not 

proceed.  

 

Firstly, it should be noted that the grant drawn down for the first call (€305,451) is the 

final figure as the deadline for drawing down funding under the first scheme has 

expired. However, in relation to the second call it will be noted that out of a grant 

awarded figure of €4.9m, only just over €1.6m has been drawn down to date. In order 

to draw down funding ISPs must incur eligible expenditure within one year of the 

grant being awarded but have until December 2008 to draw down the funding. In 

theses circumstances it is difficult to know what the final grant figure to be awarded 

might be. However, as an estimate one might use the percentage drawdown on the 

first call 67% and apply that to the second call which gives a figure of €3,551,000 (the 

Communications Division of DCMNR has supplied an estimate €3.6m). The final 

figure may well be higher given that the ISPs would be more familiar with the 

procedures of the scheme in its second iteration and the fact that GBS Co-ordinators 

would have been in a position to advise applicants.  
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GBS Summary – 20th April 2007 

 
 
Call Approved Operational 

(31/12/06) 
Capex Grant 

awarded  
Grant 
drawn 
down  

Communities Population Possible maximum 
number of 
subscribers 

Subscribers  

1st Call 34 25 €1.4m €590,000 €305,451 38 36,000 10,660 1,970 
2nd Call 128 98 €14m €5.3m €1,642,847 537 384,000 79,800 9,504 
          
TOTAL 162 123 €15.4 €5.9m €1,948,298 575 420,000 90,460 11,474 
 
 
 
 
 
Revised GBS summary (excludes details for those projects which did not proceed) 
 
Call Revised 

Approved 
Operational 
(31/12/06) 

Revised 
Capex 

Revised 
Grant 
Awarded 

Grant drawn 
down  

Revised 
Communities 

Revised 
Population 

Possible 
maximum 
number of 
subscribers 

Subscribers  

1st Call 25 25 €993,519 €453,827 €305,451 26 27,080 7,311 1,970 
2nd Call 108 98 €12.9m €4.9m €1,642,847 497 361,811 69,407 9,504 
          
TOTAL 133 123 €13.9m €5.35m €1,948,298 523 388,891 76,718 11,474 
 

 
Figure 2 
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There is also a suggestion, arising from interviews with the GBS Co-ordinators, that 

some of the ISPs are not inclined to “go to the trouble” of drawing down funding now 

that they are up and running successfully. The Division has confirmed that at least 10 

schemes will not be drawing down funding. Interestingly these schemes are mostly in 

the South and East where grant aid of only 28-30% was available and where schemes 

are more likely to be commercially viable than in the other regions. This possible 

issue of deadweight is examined more closely in Chapter Five. 

 

The second major caveat to bear in mind relates to subscriber figures. The subscriber 

base under the first call may have since expanded. Having completed their application 

requirements and successfully drawn down funding, the ISPs operating these schemes 

were not obliged to keep the Department up to date on subscriber figures – a possible 

design flaw in the scheme that will be discussed again later in this Review. In 

addition, and in relation to both schemes, there were a number of gaps in the data with 

ISPs yet to provide details on subscriber numbers. In approximately 16 of the schemes 

that were approved there was no data provided on subscriber numbers.  

 

Finally, there is significant evidence that a number of ISPs have expanded beyond the 

scope of their original schemes and have established services in other neighbouring 

communities - essentially the economies of scale, once established, justified the 

expansion of schemes (or the marginal cost of additional coverage was low). The 

Division confirmed this and stated that at least 6 ISPs have expanded beyond the 

scope of the original schemes. Telephone based interviews were conducted with these 

ISPs in an effort to gauge the extent to which these operators have expanded beyond 

the original scope of the schemes. Unfortunately, subscriber numbers were not made 

available as operators perceive the information to be commercially sensitive. 

However, the following paragraphs give an indication of the scope to which these 

operators have expanded their services. It should be noted that the word “community” 

used below is not an exact term but generally corresponds to an electoral district.  

 

·  One firm, Fastcom, originally had just two schemes operating in Sligo but has 

now expanded to cover 33 communities comprising almost 75% coverage of 

Sligo. Fastcom is also planning further expansion into parts of Donegal. 
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·  Net1, operating in the North-East of the country, originally covered just 22 

communities but now provides coverage to approximately 72 in the Louth, 

Meath, Cavan and Monaghan areas. 

 

·  Last Mile Broadband, operating in the midlands, originally provided service in 

approximately 45 communities and has now almost doubled this figure. In 

addition Last Mile Broadband is in the process of upgrading its network to 

WiMax, which the firm believes will future-proof the service. 

 

·  Ardmore technologies, operating in the South-East of the country has also 

expanded significantly. From a base of 25 communities and a target of 300 

subscribers under the GBS the company is now providing service in 45 

communities and has a subscriber base of around 650. 

 

·  Two additional ISPs, Permanet (operating in the South-West and South-East) 

and North-West Electronics Wireless Networks (now covering most of 

Donegal) are also known to have expanded significantly but they were not 

available to comment.  

 

The ISPs concerned agreed that these schemes, while not strictly speaking within the 

scope of the GBS, were unlikely to have been established in the absence of the GBS. 

 

Considering the above, the total subscriber figure of 11,474 should be considered as 

being a conservative estimate. The real figure is likely to be higher and to be 

increasing. The fact that precise figures are not available is returned to in Chapter 5.    

 

3.3 Departmental Resources 
Within the Communications Development Division the GBS section comprises one 

Assistant Principal and one Administrative Officer who have worked on the scheme 

on a full-time basis with a Clerical Officer being assigned to the section since the 

second call. A Stagiaire has also been attached to the section on an occasional basis. 

In addition a Departmental engineer is involved in conducting technical audits of the 
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schemes. The estimated time devoted by the engineer to GBS related work is 12 days 

per year and, while ongoing, will likely total 24 days once complete.  

 

The total staff costs relating to these personnel from March 2004 to March 2007 were 

estimated using the Department of Finance formula for this purpose which indicates 

that the total staff cost is approximately 187.31% of direct salary cost. This makes 

allowance for employers PRSI, imputed pension cost and overheads. The aggregate 

figure for staff and associated costs is €852,750 between March 2004 and December 

2006.  

 

In addition to salary costs there were travel and subsistence costs incurred of 

approximately €9,400 (to the end of 2006). 

 

The majority of these costs relate to the administrative costs of operating the scheme, 

much of the design work having been completed prior to March 2004. However, there 

would have been an element of redesign between the first and second calls. 

 

3.4 Consultancy Costs 
Following a tendering process that was carried out in accordance with Government 

procurement procedures, Mazars were engaged to carry out a number of tasks in 

relation to the GBS. The company carried out a review of the proposed financial 

control procedures. Mazars were also involved in the GBS seminars that were held 

around the country to promote the scheme. However, the main role of Mazars was to 

carry out financial audits of the schemes.  

 

In addition Mazars were engaged to carry out a financial evaluation of one of the ISPs 

as a test of the sustainability of a GBS scheme. The decision to carry out such an 

evaluation came about because the company involved was proposing to develop a 

number of schemes but was a start-up.  

 

The costs associated with the above tasks are presented below: 

 

Review of Financial Control Procedures  €1,573 
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Presentations at GBS Seminars   €3,630 

Financial Evaluation of ISP    €1,815 

Financial Audits and Reviews   €27,261 

Total       €34,279 

 

The audits on schemes under the second call are not yet complete. Including the 

estimated cost of these audits, the total consultancy cost is estimated to amount to 

€134,279. 

3.5 Local Authority/GBS Co-ordinators Costs 
The main cost in this category relates to the salary and expenses of GBS co-

ordinators. The co-ordinators were employed by the local authorities but all costs, 

including salary costs, were invoiced to the Department. The salary costs were capped 

at €45,000 per GBS Co-ordinator per annum as were promotional costs at €1,500 per 

county. The total figure is just over €480,000. These costs relate to the second call.  

 

The Co-ordinators were appointed in order to maximise the number of proposals. 

Their role was to publicise the scheme, to liaise with local authorities, to match 

communities with service providers and to “mentor” proposals. Given that the number 

of approved schemes rose from 25 under the first call to 108 under the second (of 

which 98 eventually became operational), it appears that the appointment of Co-

ordinators coincided with a significant positive impact. It is difficult to quantify this 

as there is likely to have been a natural increase in the number of applications under 

the second iteration of the scheme with the second iteration benefiting from awareness 

prompted by the first. 

 

3.6 Other Resources 
Significant time and resources have been expended by community organisations and 

individuals within communities in helping to establish and indeed even driving the 

establishment of schemes. Anecdotal evidence from GBS co-ordinators suggests that 

such community efforts were the driving force for the schemes and that the greater the 

community involvement (perhaps indicative of the demand) the greater the success of 

schemes. This was particularly the case where the ISP involved was a start-up as 

opposed to an established firm. The contrary could also be said to be true – where 
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communities were not so involved or committed schemes did not have take off at all 

or were less successful.  

 

This reliance on social capital has its pros and cons. In one sense it is an indicator of 

demand that can induce ISPs to provide a service. On the other hand, others 

(including some of the industry and business representative organisations) saw this as 

a weakness in the scheme, that it was over-reliant on social capital and on 

organisations or individuals in the community. It should be noted that following a 

review of the scheme conducted between the first and second calls it was decided that 

a requirement for the sign-off by a community representative prior to draw down of 

funds was abandoned – it was perceived to be an obstacle to the timely roll-out of 

schemes. 

 

3.7 Summary of Costs 
Capital Grant, 1st Call    €305,451 

Capital Grant, 2nd Call (estimated)  €3,551,000 

Grant Cost     €3,856,451 

Departmental Staffing Costs   €862,150 

Consultancy Costs (estimated)  €134,279  

Local Authority/GBS Co-ordinators  €480,000 

Total Administration Cost   €1,476,429 

Total Cost     €5,332,880 

 

The estimated grant cost amounts to €3,856,451. The total cost of administering the 

scheme is €1,476,429. The total costs (capital expenditure grant plus costs of 

administering the scheme) is therefore estimated to amount to €5,332,880.  

3.8 Efficiency of the Scheme 
Before comparing the above costs with the figures relating to the number of schemes 

established and the number of subscribers we must first consider the costs figures 

themselves.  Administrative costs of €1.476m versus estimated capex grant disbursed 

of €3.856m indicates that each euro in capital grant expended cost approximately 38 

cent in terms of administrative costs. As a percentage of the total cost of the scheme, 

administrative costs were 28%. However, the GBS schemes were launched in 2004 
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and under the first call only 25 projects became operational, compared to more than 

98 in the second scheme. The scheme that was supposed to run for a number of years 

and had a total allocation of €25m. Had the scheme been allowed to roll-out for a 

number of years it is highly unlikely that the ratio of administrative costs to capital 

expenditure grant disbursed would have been so high, due mainly to the fact that the 

initial start-up and administrative costs were spent. Given the nature of the schemes, 

the stage of development at which it was cancelled, and the relative costs of 

compliance cost, the relatively high administrative costs were unavoidable. The staff 

cost (the main driver of administrative cost) for example comes out at over 16% of the 

overall cost of the scheme. Taking the figures presented in Section 3.7, the annual 

staff cost8 over the 33 months of the scheme works out at €313,509. To extrapolate 

this cost over the full 5 years the programme was due to run, this would work out at 

€1,567,545. Were the full €25m spent in that (5 year) period and staff costs to remain 

constant over time, staff costs would be reduced to just over 6% of the total on that 

basis. Even an increase in the numbers of staff, were it required, would not have had a 

dramatic effect on the efficiency of the schemes over the full intended period. 

 

It is contended, in other words, that the initial stages of the scheme were, as one 

would expect in a programme of this type, resource intensive in terms of establishing 

the systems and processes to execute the scheme. The individual schemes were small 

and complex, and a good deal of technical information and evaluation was required to 

prove the concept and establish the programme, all of which took time and resources. 

However, once first phase of these schemes were established, and the Division had 

experience of what was involved in these schemes and were secure in their 

effectiveness, they were able to deal with many more schemes for no extra cost, as 

shown by the manner in which the second phase was dealt with. In other words, the 

marginal cost to the Department of further applications feel as the programme reached 

a critical mass of administrative expertise to the extent that, by the end of phase 2, the 

extra cost imposed by additional applications were minimal. The relatively slow take-

up of schemes in the first phase therefore had an inevitably adverse effect on 

efficiency given the cost drivers. A significant contributor to this cost base also 

stemmed from the compliance burden. This is of course a requisite and necessary part 

                                                 
8 Note that these are not cash amounts, but cover pension costs also. 
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of any programme of public spending, however the costs in this instance appear 

disproportionate in the context of the reduced amount of capital spend. 

 

Cost per Scheme 

In terms of outputs, the first call produced a total of 25 schemes while the second call 

has so far produced 98 with a possible additional 9 schemes to come online. A total of 

37 service providers have participated in the scheme, many of them start-up 

companies. The vast majority of schemes employed fixed wireless technology with a 

small number of DSL and satellite services. If we take the total number of schemes as 

being 133 then the administrative cost per scheme is just over €11,000 while the total 

cost per scheme is just over €40,000.  

 

Cost per Subscriber 

The latest available figure for actual subscriber numbers as can be seen from figure 2 

is at least 11,4749. On that basis the total cost per subscriber was €465. However due 

to the fact that these subscriber figures are not complete, and do not take either ‘spin-

off’ subscribers into account, or those schemes where subscriber numbers were not 

reported, the actual cost per subscriber is likely to be considerably lower. As a 

measure of the cost of coverage for each potential subscriber, with the number of 

potential subscribers being estimated at 76,718, the total cost (of coverage for the 

original areas) is a once off payment of €70 per potential subscriber. 

 

A number of changes were made in terms of design between the first and second calls 

following a review of the procedures and consultation with the stakeholders. Under 

the first call the grant was paid in two stages: 50% was paid upon commercial launch 

and the remaining 50% was paid upon attaining agreed minimum subscriber targets. 

The procedures for drawing down funding were made more flexible under the second 

call: 70% of the grant was available at a pre-agreed roll-out stage, 20% upon 

commercial launch and the remaining 10% on attaining the minimum subscriber 

targets. In addition, under the second call GBS Co-ordinators were appointed in order 

to maximise the number of proposals. Their role was to publicise the scheme, to liaise 

                                                 
9 With the important caveat that a large number of schemes have not reported their number of 
subscribers. 
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with local authorities, to match communities with service providers and to “mentor” 

proposals.  

 

3.9 Conclusion 
The scheme was quite resource intensive largely due to the need to enter into 

numerous contracts between the Department and a large number of ISPs. The volume 

of transactions meant there were significant costs in terms of Departmental resources, 

salary costs of GBS co-ordinators and consultancy costs for auditing in order to 

ensure the proper running of the scheme.  

 

The total cost per subscriber is estimated to be at most €465 and the cost per potential 

subscriber is estimated to be no more than €70. The next chapter will shift the 

emphasis from looking purely at the efficiency of the scheme and begin to consider 

the broader issue of effectiveness. 
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Chapter Four 

 

4.1 Introduction 
This chapter will look at the effectiveness of the scheme and the extent to which the 

objectives of the scheme have been achieved. It will draw on the results of a series of 

semi-structured interviews with key stakeholders. In addition it will relate these 

findings and consider them in the context of the objectives set out in Chapter Two and 

the data relating to costs and broadband take-up in Chapter Three. It corresponds with 

Term of Reference 4. 

 

4.2 Results of semi-structured interviews 
Several semi-structured interviews were carried out with key stakeholders. These 

interviews sought to establish the effectiveness of the GBS and the extent to which the 

objectives of the scheme have been achieved, including consideration of the key 

drivers and factors in the success or otherwise of the scheme,  

 

Interviews with the GBS co-ordinators and ISPs were conducted over the telephone, 

which was considered necessary given the geographical distribution of the 

interviewees. Interviews with business and industry representative organisations were 

conducted face-to-face as were interviews with Departmental Officials. 

 

The GBS co-ordinators were interviewed in January 2007, shortly after it was 

announced that the GBS was being discontinued. There was a considerable degree of 

consistency in the views expressed by the five co-ordinators (out of a total of seven 

co-ordinators), which strengthens the validity of the findings that emerged. 

 

From interviews with the GBS co-ordinators it emerged that a number of ISPs have 

expanded into areas beyond the scope of their original proposals – this has been 

validated by the Division and in addition interviews were conducted with these 

operators as part of this review. It appears that demand quickly became evident from 

areas outside the original scope of schemes and that this was sufficient, based on their 

established resources and subscriber base, to incentivise ISPs to expand into these 

areas.  
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During discussions with these operators they confirmed that the GBS was essential in 

kick-starting the business. The capital funding allowed them to establish themselves 

as commercially viable businesses and from this base they have successfully 

expanded to meet the demand that emerged from surrounding communities. 

 

The GBS co-ordinators were generally positive about the scheme. It was thought to 

have been effective and was very positively received by communities.  Some 

interesting opinions arose from these discussions. One reported difficulty that 

emerged from interviews with the ISPs is that there remains a lack of awareness of the 

availability of broadband through means other than an Eircom phone line. Some ISPs 

reported that potential broadband customers would sometimes assume that if Eircom 

could not provide service then there was no alternative. 

 

Co-ordinators also reported a feeling amongst ISPs that there was too much red-tape 

and bureaucracy involved in drawing down funding. It should be emphasised that this 

was not necessarily a perception of the co-ordinators themselves. However, a number 

of co-ordinators pointed out that many of the ISPs were start-ups and the individuals 

involved were often from technical and engineering backgrounds with little in the way 

of business or administration skills and therefore it was not surprising that some of 

them would have difficulties in complying with administrative elements of the GBS. 

It was also reported that the more established ISPs were better able to deal with the 

administrative requirements. Some of the co-ordinators suggested that additional 

business supports should have been made available to these start-ups. The fact that 

most of these ISPs were new companies, and were having to grapple with the 

manifold complexities of establishing a business at the same time as dealing with a 

Government Department in the process of implementing a new type of scheme 

certainly added to the administrative difficulties. Equally, as has already been 

established, the compliance requirements, given the size of the scheme, certainly 

added complexity to the administration of the schemes. 

 

On this issue of additional supports the Division have pointed out that a number of 

ISPs did avail of other supports such as Clár, Leader and Community Enterprise 
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Board funding. The Division were also careful to ensure that there was no double-

funding of capital expenditure.  

 

A number of co-ordinators mentioned the impact of the voluntary liquidation of one 

of the ISPs that was due to provide broadband in a number of communities. The 

failure of the schemes created a lot of frustration in communities which, in many 

cases, were left without any  

 

There was also a perception amongst co-ordinators that the more established ISPs had 

fewer implementation service. Some co-ordinators suggested that there was not 

enough flexibility in the scheme in that other ISPs were not given the opportunity to 

avail of funding and step into areas originally proposed by the ISP that went into 

liquidation. Another co-ordinator suggested that there should have been greater 

scrutiny of the business plans and up-front financial evaluation of ISPs prior to the 

award of funding to avoid such incidents. However, only one out of thirty seven ISPs, 

many of which were start-up organisations, failed. In addition many of the 

communities that were due to be serviced by the ISP in question were subsequently 

serviced by ISPs expanding on a commercial basis.  

 

The larger companies had better customer support. This seems to have been 

particularly the case where a start-up ISP attempted to provide service to a number of 

communities. These smaller start-up companies were not in a position to roll-out 

service to all communities at once but rather did so on an incremental basis. This led 

to frustration amongst a number of communities who were left waiting for some time 

for service. One co-ordinator suggested that this was down to a fundamental flaw in 

the design of the GBS: it was attempting to do two things at once, namely to address 

the broadband deficit in the regions and to promote entrepreneurship and community 

involvement. It was suggested that these objectives, i.e. relying on start-ups and 

community involvement was almost inevitably going to mean a slower roll-out and 

penetration of broadband. 

 

A number of co-ordinators were positive about the fact that there is now a multiplicity 

of ISPs operating in the regions and that, where successful and expanding, they are 

putting some of the bigger operators under competitive pressure. A second issue, 
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related to the perception that drawing down funding was too complex, was that a 

number of ISPs were of the opinion that it was “more trouble than it was worth” and 

therefore did not draw down funding (see Chapter Three). Co-ordinators who 

mentioned this issue did also point out that the ISPs might not have taken the chance 

of rolling out a service in the absence of available funding. In other words, in a 

number of cases, in the South and East Region where the level of aid was lower (28-

30% as opposed to up to 55%), ISPs seem to have used the GBS as a guarantor, to 

stand over their scheme. When the scheme was successful on a purely commercial 

basis, they chose not to avail of the grant, even though they had already received 

approval. This has some interesting consequences, a matter returned to in Chapter 5. 

 

GBS co-ordinators also reported that social capital was essential to successful 

schemes and particularly so in schemes where the ISPs were a start-up rather than an 

established firm. Interestingly there was a split in the type of social capital depending 

on the geographic location of the scheme. In more rural areas it tended to be 

established community groups that would respond to the launch of the scheme and 

organise accordingly. On the other hand in the more industrialised regions or areas 

with a high number of commuters it was often individuals (teleworkers for instance or 

individuals with SMEs) that took the initiative and organised themselves to push for 

broadband.  

 

Finally, the GBS co-ordinators were unanimous in their opinions that there is demand 

for broadband that has yet to be met. In the opinion of the co-ordinators the problem 

is not demand but rather it is getting an ISP into an area and having them roll-out a 

service in a timely manner. Apart from the problems in drawing down funding 

mentioned above and the issue around smaller companies perhaps taking on too 

ambitious a programme, there were numerous other implementation difficulties such 

as a lack of suitable transmission sites.  

 

A number of industry and business representative organisations were interviewed as 

part of this review10. Some of these organisations had little familiarity with GBS or 

did not have strong opinions on it, which reflects the issue of the scale of the scheme 

                                                 
10 In conjunction with the review of the MANs 
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in comparison to the MANs. Nevertheless those organisations that did have opinions 

on the GBS had broadly similar views to the Co-ordinators. 

 

The fact that the Department was attempting to address the deficiency in broadband in 

the regions was welcomed. However, there was a view that the scheme had had 

limited impact. The scheme was too small in scope and too slow to roll-out. In 

addition it was suggested that it was overly reliant on community involvement and 

that in the absence of key individuals prepared to devote time and energy into 

organising a scheme then it was unlikely to succeed.  

 

It was suggested that there is still a lack of awareness of the benefits of broadband and 

that complementary demand-stimulation programmes should be investigated.  

 

4.3 Effectiveness of the GBS 
The scheme was intended to promote the rollout of broadband access to communities 

where the market was failing to meet demand from potential users. It was to address 

this market failure and allow communities realise the full social benefit of broadband 

access in terms of eliminating a digital divide in relation to participation in 

educational, business and social activities; and it was to positively impact on market 

and competitive forces in the provision of broadband through the aggregation of 

demand.  

 

When the scheme was launched, the specific objectives of the scheme were to 

promote the rollout of broadband through the establishment of sustainable broadband 

services through local community-led initiatives and to meet the current and projected 

needs of the end-users in a community. The schemes were to be sustainable, both 

technically and commercially, and viable on an ongoing basis after initial start-up 

support. The implementation of the schemes was to be focused and done in an easily 

achievable manner. Finally, the schemes were to use a cost-effective approach, 

minimising the public funding requirement and where possible existing resources, 

such as existing infrastructure or services were to be exploited. 
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The scheme has succeeded in rolling out 123 operational schemes around the country 

(at end April 07). It is unlikely that many of these communities would have been 

served with broadband in the absence of the schemes. It has positively impacted on 

the competitive market - the GBS has facilitated the establishment of a number of new 

service providers with a total of 37 service providers participating in the scheme, the 

majority of which were start-ups. This range of small and medium sized service 

providers have supported competition using a range of different technologies. The 

schemes have successfully engaged with communities, and indeed have been 

dependent to a large extent on the participation and involvement of local 

communities. Equally, evidence at this stage is that the operations these companies 

are involved in are financially sustainable in the medium term, without State support, 

and that the number of subscribers is growing. In addition, the six firms mentioned in 

the previous chapter that have expanded beyond the scope of the original scheme have 

proved to be notable successes. On this level, the scheme has been effective when 

measured against its original objectives (see pages 20-21). 

The larger national picture is less clear. According to the most recent figures (Figure 

3, below) the number of internet subscribers in Ireland at the end of the fourth quarter 

in 2006 was 1.036 million with 50% of those subscriptions being broadband. This is a 

dramatic improvement on the situation in the fourth quarter of 2004 when only 16% 

of connections were broadband.  

Figure 3 

Total number of active internet subscriptions in Ireland 

Subscription 
Type Q4 06 Subs 

Quarterly Growth 
Q306 - Q406  

Year on Year Growth 
Q405 - Q406 

Metered 
Narrowband 430,500 -8% -14% 
Flat Rate 
Narrowband 88,000 -4% -14% 
ADSL 
Broadband 379,100 9% 87% 
Other 
Broadband 138,200 17% 102% 
Total 1,035,800 4% 19% 

Source: Comreg 07/17 
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However, if we compare penetration rates per capita with the EU-25 Ireland, ranks a 

lowly 18th at 10.4%, with the EU-25 average being 15.6% (Figure 4, below). While 

broadband penetration is increasing rapidly in Ireland, the same can be said of most 

other OECD countries. Essentially, despite recent advances in the penetration rate 

Ireland is only managing to maintain its poor standing relative to other countries.  

 

Unfortunately there is no regional breakdown on the figures from Comreg but CSO 

figures suggest there is a significant regional divide. A CSO report in 2006 showed 

that in the Southern and Eastern region just over 31% of those who accessed the 

internet did so by broadband while only 11% of internet users in the Border, Midland 

and Western region used broadband11.   

 

Figure 4 

 

Source: ECTA in Comreg 07/17 
 

                                                 
11 CSO, (2006), “Information Society and Telecommunications”, p. 45 

Broadband Penetration, September 2006 (ECTA)
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The most recent Forfás report bears this out and identifies the limited availability of 

broadband in regional locations as being a significant challenge and a barrier to 

enterprise development and investment in these areas12. 

 

The fact that the GBS schemes did not have a major impact on the market penetration 

of broadband does not counteract the previous assertion that the GBS intervention 

itself was effective. In terms of the scale of the investment, and the type of region it 

was aimed at, it would have very difficult for it to have a serious impact on the 

headline national figures. At the level it was aimed at, it was very effective. 

 

Had the scheme continued and a third call been announced it is likely, on the basis of 

developments between the first and second call and in the opinion of the Regional Co-

ordinators and ISPs, that there would have been significant applications and greater 

expansion in terms of coverage, although with no guarantee with regard to timing, 

quality or the geographical completeness of coverage. This gradual and uncertain 

approach is not consistent with the ambitious targets for availability and uptake of 

broadband, for those same reasons, lack of certainty as to timing and completeness of 

coverage. Universal coverage of the state has become a short term priority; this is 

unlikely to be achieved through small-scale, community-based schemes in a 

prescribed time frame. 

 

                                                 
12 Forfás, (2005), “Overview of Ireland’s Broadband Performance”, p. 33 
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Chapter Five 

 

5.1 Introduction 
This final chapter examines some recent developments in broadband. It sets out 

findings and in addition recommendations will be made on alternative policy or 

organisational approaches for Ireland’s regional broadband strategy. This chapter 

corresponds with Term of Reference 6. 

 

Before dealing with these issues it is necessary to return to the scope of the review set 

out in Chapter One. The scope of the VFMPR indicated that the overall level of take-

up and the relative rate of take-up amongst business, private and community level 

users would be established. However, as has been pointed out in the review the data 

available on schemes was somewhat limited and although there is an indication of the 

overall level of take-up it has not been possible to establish the relative take-up 

between different types of users. This was not necessary for the conduct of the review 

although in the future such information would be highly useful and the issue of robust 

data collection mechanisms is raised again in the recommendations at the end of this 

chapter.   

 

In addition it was proposed that the price per Mbit/s would be established. Again it 

proved difficult to establish this but during the course of the review it emerged that 

this was not a major issue in terms of the conduct of the review. All the schemes had 

to set out the prices they intended to charge as part of the application process and the 

Division is satisfied that where there have been changes in price the trend has been 

downward. In addition, the issue of affordability did not emerge as being a concern 

during the interviews with Regional Co-ordinators. 

 

Finally it was proposed that the effect of the technology employed to deliver the 

service in terms of delivery and price be considered. Again, as the review progressed 

this was discovered to be a non-issue in the context of a VFMPR – it is largely a 

technical issue. Most ISPs employed DSL, while satellite was used where topography 

precluded the use of DSL. 
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5.2  Findings 
The Group Broadband Scheme was established with the objective of extending 

broadband coverage into areas of the State that the market had yet to cover, as part of 

a larger national strategy for increasing coverage. As such, and as detailed in Chapter 

Two, the objectives of the GBS flow from the market failure in the provision of 

broadband as identified by a series of State agencies and bodies (such as Forfás and 

the Interdepartmental Working Group on Telecommunications) and other Irish and 

international organisations. The objectives of the scheme were valid, and complied 

with the overall strategy of the Department. 

 

It was also found that the objectives of the scheme were clear and specific and that the 

beneficiaries (communities in areas not served by broadband) were identified. In 

addition the objectives flagged some potential risks to be avoided. It was intended that 

the current and projected needs of end-users in the community should be provided for, 

thus attempting to future proof the investment. While there was no specific timeframe 

identified or “sunset clause” the manner in which the scheme was organised, in a 

series of “calls”, meant that the scheme could be reviewed, amended or cancelled in a 

non-disruptive manner. 

 

In Chapter 3 the level and trend of the inputs and outputs of the scheme were set out, 

showing that the Schemes did have an appreciable effect, and that, while initial uptake 

was slow, the scheme delivered Broadband to communities at reasonable cost in terms 

of grant support, facilitated ISP start-ups, and helped to address the previous market 

failure. Equally, it was also shown that in some cases, once ISPs were established, and 

had been in receipt of grant aid for certain areas, they found it possible to expand their 

coverage into new areas, an unanticipated spin-off benefit. The GBS was responding 

to identified needs, was consistent with overall Government policy and warranted the 

allocation of public funds. The community-led approach was a useful means of 

identifying demand while the capital funding incentivised the supply from a variety of 

service providers. There are now 123 schemes successfully operating around the 

country and a number of operators have branched out from their original areas to 

provide a service in neighbouring communities and areas. 
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The question of how effective the GBS was in meeting overall national level goals for 

broadband availability is more difficult. In terms of the higher level goals of 

Government policy (such as movement in terms of the OECD rankings) it is very 

difficult to determine if the GBS had any appreciable effect. This is only partly due to 

the lack of comprehensive information on users of the scheme; much more pertinent 

is the sheer scale of the telecommunications industry in Ireland relative to the size of 

the GBS spend. However, it should be borne in mind that the scheme was focussed on 

smaller communities that were unlikely to be serviced by commercial operations. 

 

In terms of the lower level objectives however, it is clear that the GBS was highly 

effective, delivering broadband to communities that the market had yet to serve, and 

doing so at little cost to the State per additional new user, and with the spin-off of the 

establishment of a series of viable ISPs, some of which were expanding further 

without state aid. On that basis, despite the GBS being cancelled, its benefits continue 

to propagate themselves. 

 

As set out in chapter 3, there were relatively high administrative costs for the first 

stage of the GBS, which, when laid against the slow drawdown of funds could lead to 

the conclusion that the scheme was resource intensive and inefficient in terms of the 

manner in which it met its goals..  

 

The total cost of the scheme was approximately €5.3 million with the split between 

administration costs and total Capex grant disbursed being approximately €1.5m and 

€3.8m respectively. At 28% of total programme costs to end 2006, administrative 

costs were high, but this is, as much as anything else a function of the conceptual 

basis of the scheme, and the nature of the market failure at work in this sector. The 

scheme did not run for the full period for which it was originally envisaged and these 

ratios would have changed significantly over time as more funds were drawn down. 

Just as importantly, these figures are incomplete as there are still funds to be drawn 

down.  

 

The view was expressed during some of the semi-structured interviews that the 

scheme placed a significant administrative burden on operators (and on the 

Department). This can of course be explained by the design of the scheme – the 
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community-based approach involving a number of ISPs and community groups as 

opposed to the Department contracting with a single provider for instance. Leaving 

aside the potential benefits in terms of creating social capital (not least because they 

lie outside of the terms of reference), some stakeholders perceived it to be a weakness 

in the scheme in that it was too reliant on the active participation and human capital 

resources of communities. This also resulted in the roll-out of the scheme being 

gradual and incremental in nature, an issue that arose during the course of the semi-

structured interviews. This issue is dealt with more fully in the next section. 

 

Another issue and one that is also due to the approach of contracting with a number of 

operators was that there were considerable gaps in data from schemes, particularly 

with regard to take-up. This presents a problem in attempting to measure and evaluate 

the performance of a scheme, given that subscriber numbers are a key output.  

 

Interestingly it is believed that a number of the schemes do not intend to draw down 

funding that they are eligible for. Generally speaking these schemes are in the South 

and East where only 28-30% grant aid is available in any case, and where schemes are 

more likely to be commercially viable than in the other regions due to population 

patterns and topography. In addition the fact that a number of ISPs have expanded 

significantly without the benefit of capital funding reinforces the notion that the 

commercial provision of broadband in the regions can be a viable commercial activity 

in some instances (But only once the initial seeds have been laid). This does raise the 

issue of deadweight however, and is discussed in Section 5.4 of this chapter. 

 

5.3  Recent Events 
While Ireland still performs relatively poorly internationally in terms of availability 

and penetration of broadband, there is evidence that the situation is improving 

dramatically. In June 2007, Comreg released figures showing that “At the end of 

March 2007, there were 602,000 broadband subscribers in Ireland” and that “Almost 

84,000 new broadband subscriptions were added between January and March 200713”, 

with approximately 30% of all households having access to Broadband (up from 25% 

the previous quarter).  

                                                 
13 Comreg Press Release, 21st June 07 http://www.comreg.ie/_fileupload/publications/PR210607.pdf 
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However, while this progress is notable and welcome, an international perspective 

still gives cause for concern. According to the OECD figures, despite the recent 

progress made by Ireland, the State still lies in the lowest quartile of OECD countries 

with regard to broadband uptake (24th out of 30 countries). Key competitor countries 

in Europe and internationally are moving even further ahead in terms of technology. 

A number of countries are already making significant progress in upgrading their 

existing broadband networks, and in many cases, much of the investment that is 

taking place is being underpinned by significant public sector support. 

 

These developments and their implications are set out in a recent report, “Pipe 

Dreams? Prospects for Next Generation Broadband Deployment in the UK”, 

produced by the Broadband Stakeholders Group (a UK industry/government forum 

set up to address strategic issues around broadband). On a general point the report 

confirms that the predictions about the social and economic impact of broadband 

made at the start of the decade have been borne out. Drawing on a number of studies 

from across the globe the report states: 

 

“There is evidence that broadband has been a driver of globalisation and 

widespread innovation at many levels of the economy. Broadband has been 

shown to have a measurable impact on firm-level productivity and on GDP. 

The widespread diffusion of broadband, if harnessed effectively, can be a key 

enabler for the transformation of public services and can generate inclusion 

and social capital”.14  

 

The report also makes the argument for appropriate government intervention in areas 

where there is persistent market failure. The report predicts rapid growth in network 

traffic due to continued increase in usage and new bandwidth intensive products and 

that current network infrastructure might not be capable of sustaining this level of 

network traffic as soon as 201215. It also points out that the highly competitive market 

in the UK means that operators do not have sufficient funds to make the large scale 

                                                 
14 Broadband Stakeholder Group, (2007), “Pipe Dreams? Prospects for next generation broadband 
deployment in the UK”, p. 14 
15 Ibid, p. 3 
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investment in existing networks to facilitate “next generation broadband”. (The report 

is suggesting that “next generation broadband” will be services that are capable of 

providing in excess of 20 Mbps downstream as well as faster upstream access).  

 

The report speaks about a gap between the public and private value of next generation 

broadband where: 

  

“The public value of next generation broadband for society and the economy 

as a whole is potentially high [whereas] the large scale of investment 

combined with the significant number of uncertainties surrounding the 

prospects for recouping that investment, mean that the potential private value 

available to investors is comparatively weak”.  

 

This gap means there is a significant risk that the necessary investment in 

infrastructure may not come to pass to support the probable demand for bandwidth in 

the medium to long-term. This in turn creates the risk that the UK may fall behind in 

terms of competitiveness in a globalised economy and recommends that proactive 

steps are taken to ensure that the necessary investment takes place.16 While the report 

does not specify the nature of these proactive steps it recommends that operators, 

regulators and public sector bodies should explore potential models for targeted, 

effective and well-timed interventions, particularly in low-density areas. 

 

The report also talks of the justifications for public sector intervention, including “the 

need to address market failure, the need to ensure the equitable distribution of welfare 

gains and the need to ensure regional competitiveness”.17 These issues are very 

similar to those raised by Forfás in its reports on broadband and discussed earlier in 

this review. There is a risk that the market, in the absence of public sector intervention 

may not provide what could be considered a merit good: widespread and affordable 

broadband that has the potential to contribute to the competitiveness of the country as 

a whole and also has the potential to make a significant contribution in terms of 

balanced regional development and associated social benefits.  

 

                                                 
16 Ibid, p. 6 
17 Ibid, p. 6 
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It is interesting to note that these concerns about the possibility of falling behind in 

terms of broadband infrastructure and consequently competitiveness are coming from 

a country that has made immense strides in recent years in terms of availability and 

price of broadband. The UK now leads now leads the G7 in terms of the availability 

of what the report describes as “first generation broadband”, with 99.6 per cent 

availability. This has primarily been driven by Local Loop Unbundling and the 

availability of DSL products, which has led to strong retail and wholesale 

competition. This has in turn resulted in falling prices and stimulated high levels of 

take-up. Given that these conditions still do not exist in Ireland to any great extent an 

even stronger case for intervention, particularly in the regions, presents itself. 

Moreover, any intervention needs to take place quickly, roll-out rapidly and be 

robustly future-proofed.  

 

Another pertinent report is the most recent “Review of Progress on Broadband 

Rollout” from the Joint Oireachtas Committee on Communications, Marine and 

Natural Resources which was published in April of this year. The review commented 

positively on the GBS, but concludes that it is a failure in that it cannot deliver if the 

short term objective is universal, low-cost and accessible broadband for everyone in 

the State. It also recommends that there should be a publicly funded programme that 

is run as an open tender to provide nationwide broadband access.  

 

In the light of these reports, and ongoing discussion with a variety of interest groups, 

the Minister for Communications, Marine and Natural Resources Noel Dempsey, 

announced in December 2006 that the 3rd call for GBS Schemes would not take place. 

The reasoning was straightforward. If the aim of ubiquitous broadband and significant 

take-up of available service is to be achieved in a timely manner then an alternative 

approach to supply-side intervention was needed together with enhanced demand-side 

stimulation. The Group Broadband Schemes worked, and provided Broadband 

services to communities at an acceptable cost to the State. However, broadband 

penetration needs to expand at a faster rate than has been the case so far. The 

relatively small scale of the GBS meant that it was not suitable as a mechanism to 

position Ireland at the forefront of broadband penetration within a reasonable 

timescale. The GBS is to be replaced with a National Broadband Strategy, designed to 

ensure coverage of 100% of the State. 
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However, as the maps in Appendix 1 show, availability and market penetration are 

two very different things. Availability is a supply side issue, determined by latent 

demand whereas, penetration is a function of availability and demand. As the maps 

make clear, there is a clear clustering of households with access to the internet around 

the major urban centres. These centres are also where many of the higher value added 

jobs in the State are clustered, including those in Financial Services and ICT. While 

an NBS will provide coverage, penetration is dependent on a range of other factors, 

not least access to a Personal Computer. As shown in Map 2, this too is concentrated 

in a number of clearly defined areas. Obviously, if increased market penetration is to 

be achieved, demand side stimulation in these areas must be considered as an integral 

part of the next generation of the State’s policies in this regard. 

 

 

 

 



 52 

 

Figure 5 
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5.4 National Broadband Scheme (NBS) 
In the context of the above, it is useful to set out some details in relation to the 

National Broadband Scheme, and to consider what lessons this review has for the 

NBS in terms of concept and in terms of specifying future performance indicators.  

 

Despite Government and private investment in broadband there remain areas of the 

country where the private sector is unable to justify the commercial provision of 

broadband connectivity. The NBS will target the last 10% or so of the population who 

are without a broadband service and who would remain without a service in the 

absence of intervention. This Scheme is designed to ensure that “all reasonable 

requests for broadband from houses and premises in unserved and rural areas are 

met”. 

In terms of progress, a Steering Committee is currently considering all elements of the 

proposed scheme and the Department will commence the tender process in the 

coming weeks.  The tender is to be technology neutral, meaning all Service Providers 

regardless of the platform over which a service is provided, can compete under the 

tender process. 

 

The Minister’s decision to supersede the GBS with the NBS was based on the 

following factors (note that the position was outlined having regard to the conditions 

existing in December 2006 and the subscriber numbers apply to that date): 

 

·  Firstly, rollout of a GBS project depended on the local community taking the 

initiative.  Without local initiative, a project could not proceed.  Under the 

NBS, the selected Service Provider(s) will be required to meet all reasonable 

requests for broadband by a specified date. 

 

·  Additionally, the NBS will deliver a service in all areas that are currently 

unserved, provided the cost of meeting the request is reasonable. It would not 

be appropriate to implement competing schemes targeting unserved areas. 
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·  Furthermore, the uptake of the GBS was less than anticipated.  Just over 7,200 

subscribers out of a possible 90,000 subscribers actually availed of a GBS 

broadband service.  The population covered by the GBS schemes is estimated 

to be around 400,000 people.  While most of the GBS projects that were rolled 

out were very effective the relatively low number of subscribers did not meet 

expectations and a more effective scheme is now required. 

 

·  Finally, if both schemes were allowed to run simultaneously each could 

undermine the effectiveness of the other.  Simultaneous running of both 

schemes could also give rise to double subsidisation. 

 

It should be noted that the NBS will be of substantially different design being a tender 

for a much larger project as opposed to series of small community-based 

arrangements and grants. Therefore the recommendations made on foot of the GBS 

scheme may not be directly applicable to the administration of the NBS. However, the 

GBS does provide vital lessons to be considered in the roll-out and implementation of 

the NBS. 

 

There are a number of Performance Indicators that should be adopted for the NBS, 

however equally as important is the inclusion of an inbuilt programme of evaluation 

and review. Appropriate monitoring and data collection should be ensured in the NBS 

from the outset. This might be done through an initial baseline assessment and robust 

reporting requirements by ISP(s) charged with the delivery of the scheme or by an 

independent third party such as the Communications Regulator. In addition, clear 

decisions on performance indicators for measuring the progress and success of the 

NBS should be made immediately, with contractually enforceable consequences for 

underperformance. This evaluation programme might draw on Figure 1 in Chapter 

One of this Review: an input-output model with inputs being primarily the budgeted 

vs actual costs and the outputs being the extent to which the project is delivered on 

time, on budget and on specification together with service uptake and usage 

indicators.    
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On a more specific level, a key metric for the NBS will be the number of subscribers 

in each locale. While these data were generally available to the Dept under GBS, once 

a provider expanded into a new region, the obligation to provide data to the 

Department lapsed. Consideration should be given to oblige operators to provide data 

on numbers of subscribers in areas of operation for a defined time period, even if that 

data is regarded as commercially sensitive and cannot be published. 

 

The map on page 50 (figure 5) was published with the NBS tender documentation to 

show current (ie pre NBS) broadband coverage of the State. It was, however, subject 

to some criticism from consumer groups as to its accuracy, with problems with 

wireless in some areas, and access to DSL in regions further than 4.5km from an 

exchange being the primary cause for concern. The completeness of coverage 

provided by operators under the NBS should be monitored, and used as a key 

performance indicator.  

 

Clearly, consideration should also be given to demand stimulation; universal coverage 

does not automatically equate to dramatic increases in market penetration. Evidence 

from the GBS suggests that less than 15% of households have chosen to use the 

services in the relevant areas. As shown in the maps contained in Appendix 1, there is 

a profound spatial patterning to both internet (NB not just broadband) penetration and 

ownership of a personal computer; if broadband penetration is to be increased in those 

areas currently without coverage (many of which are characterised by low population 

density, an aging population, and reliance on the primary sector), then a targeted 

campaign explaining the benefits of broadband use, and by extension, the information 

society, is required. Technological and market developments may make this easier as 

cheaper PCs become available, and an increased range of services are forthcoming, 

including the delivery of public services. 

 

The monitoring of deadweight is also going to be a primary concern in the NBS. The 

experience of the GBS has shown that, in some areas, ISPs can operate on a 

commercial basis once they are established. The evaluation and review programme 

for the NBS should have as a key consideration the operation of deadweight. Firstly, a 

baseline study should be conducted to gain a clear national picture of the situation pre 

NBS; the applications for the NBS could be used as part of this. Leaving aside the 
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deadweight concerns, this study will be a vital tool in assessing the future 

effectiveness of the NBS. Secondly, a clear statement of the objectives of the NBS 

should be forthcoming on the basis of this baseline scenario. Again, deadweight 

notwithstanding, this will be a vital evaluative tool over the life of the programme. 

Equally, deadweight should be a specific focus of the Mid Term Review of the NBS 

(given that such a review will be required in any case under the Multi Annual Capital 

Envelope). Lastly, the focus of the NBS should in all cases be on those areas that are 

not currently served by broadband.  

5.5 Recommendations 
 

1) A baseline study should be conducted to provide a clear picture of the current 

national situation with regard to broadband coverage before the NBS 

proceeds. 

 

2) A clear statement of the objectives of the NBS should be drawn up, on the 

basis of the baseline study recommended at (1). 

 

3) The GBS provided a useful mechanism for the relatively cheap roll out of 

schemes to provide broadband availability in rural areas. Despite the different 

nature of the NBS, there are several aspects of the GBS scheme that should be 

replicated for NBS., In particular, the use of regionally based co-ordinators to 

liaise between ISP(s), communities and local authorities should be considered. 

Even at a local level, the scheme should take cognisance of County 

Development Plans. 

 

4) Consideration should be given to future proofing of the technology used in the 

NBS to the extent possible. For instance, it could for, part of the criteria in 

evaluating the tenders.  

 

5) Appropriate monitoring and data collection should be ensured in the NBS 

from the outset, within the overall context of the Capital Appraisal Guidelines 

with regard to analysis, evaluation and planning.. This might be done through 

robust reporting requirements with ISP(s) charged with the delivery of the 
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scheme or by an independent third party such as the Communications 

Regulator. In addition, clear decisions on performance indicators for 

measuring the progress and success of the NBS should be made immediately. 

These might draw on Figure 1 in Chapter One of this Review: an input-output 

model with inputs being primarily the budgeted vs actual costs and the outputs 

being the extent to which the project is delivered on time, on budget and on 

specification together with service uptake and usage indicators.   As part of 

this exercise a review of what information on broadband is being collected and 

by whom should be conducted.  How this data can support programme 

evaluation and monitoring needs to be considered. The upcoming Data 

Statistics Strategy that will be conducted by the Department may provide an 

opportunity to conduct this exercise.    

 

6) Compliance with the latest iteration of the Capital Appraisal Guidelines (most 

notably Sections 1.10, 3.4 and 4) should be observed closely. In any case, this 

will form an integral part of the larger analytical exercise at Recommendation 

(5) 

 

7) The actual coverage of the NBS schemes needs to be monitored so as to 

ensure that effective use is made of public expenditure. Cost, availability and 

quality of service should all be monitored as part of the contract with private 

operators. Clawback and exit clauses should included from the outset for use 

in cases where the operator fails to meet the required level of service. 

 

8) The monitoring of deadweight and displacement is also going to be a primary 

concern in the NBS. It is clear that at a number of junctures, both of these 

effects existed under the GBS. While these were an unavoidable consequence 

of the scheme and very minor in terms of scale, the scale of the NBS is such 

that these may be of much greater consequence, particularly given the fact that 

fixed line solutions may play a part in some of the NBS schemes. 

Opportunities arise for precise monitoring at critical juncture like the Mid 

Term Review. 
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9) The NBS as currently structured is essentially a supply side intervention. A 

corresponding demand side intervention, explaining the benefits of broadband 

use, and by extension, the information society, is required to further the take 

up of broadband of particular areas within the State. 

 

10) The scale of the NBS is several orders of magnitude greater than that for the 

GBS. The Evaluation and Assessment schedule should be scaled up 

proportionately to the scale of the investment. 
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Map 1. Percentage of Households with a Personal Computer 

 
Map courtesy of NIRSA 
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Map 2. Percentage of Households with Internet Access 

 
 
Map courtesy of NIRSA 
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Context Statement for the Value for Money and Policy Review Of The Group 

Broadband Schemes 

 

The Communications Development Division of the Department of Communications, 

Energy and Natural Resources, which administered the Group Broadband Schemes, 

welcomes the opportunity to comment on the findings of the Value for Money and 

Policy Review report prior to its publication. 

 

A budget of €25 million was allocated for GBS to be drawn down in tranches as Calls 

for Proposals were announced.   There were two Calls for project proposals under 

GBS – one in 2004 and one in 2005.    Between both Calls, 162 projects were 

approved for implementation and €5.9 million grant aid was offered for drawdown 

subject to compliance with the terms and conditions of the scheme.    The projects 

ranged in size from large aggregations of small communities to stand alone small 

communities.   The population threshold for a community was less than 1,500 people.   

Sparse population density, difficult geographical terrain and access to capital funding 

were just some of the obstacles project promoters had to overcome to bring their 

projects to fruition.   Project promoters varied between community and co-operative 

groups, start-up sole traders and companies and the more established 

telecommunications service providers.    As a result, there were different levels of 

managerial, technical, financial and administrative resources and expertise available 

across the projects.     

 

At the outset, the Division acknowledges the co-operation of the project promoters, 

community groups, service providers, Regional Coordinators, Regional Authorities 

and all others involved in GBS.  The Division found a genuine willingness to engage 

with the Department and the collaborative enthusiasm and endeavour in bringing 

broadband to small rural areas embodied a spirit of citizenship and volunteerism 

which, although intangible, was real and touches on the aspects of social capital 

referred to by the Reviewer.    

 

The Division welcomes the finding by the Reviewer that “the Group Broadband 

Schemes (GBS) were, for the most part, an effective method of providing broadband 

services in areas that the market had not. “  In effect, the GBS achieved its goal of 
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facilitating the delivery of broadband among a cross section of communities who 

might not otherwise have had an opportunity to close the digital divide.  

 

At time of writing this Context Statement (November 2007), some more up-to-date 

data than that contained in the Reviewer’s report is available.   While it does not 

change the essence of the Reviewer’s findings it facilitates a more comprehensive 

snapshot of GBS.  The final tally of the GBS is that of the 162 projects originally 

approved, 127 projects have become operational and they are serving broadband to 

approximately 12,200 subscribers.  The 127 projects covered areas with a combined 

population of approximately 390,000.   Of the €5.9 million grant aid offered, an 

amount of €3.1 million in grant aid was drawn down and paid to the service providers 

based on their claims of vouched eligible capital expenditure incurred   For a variety 

of technical, financial and operational reasons some of the original projects did not 

survive to a stage of sustainable implementation.    It may be helpful to note that the 

amount of grant aid offered would have been based on the planned capital expenditure 

forecast by the service provider over a twelve month period as defined in a grant 

agreement.    Hence the variation between grant approved and grant paid as the latter 

was based on recouping to the grantee the grant aid portion of the vouched capital 

expenditure incurred. 

  

As the Reviewer has noted, it was decided to cease the piecemeal roll out of GBS 

projects and supersede the scheme by the introduction of a new National Broadband 

Scheme (NBS).  Therefore there will be no further projects or payments under GBS.    

 

The Reviewer also found “However, administrative costs are high … had the scheme 

progressed into a series of further calls as originally intended these costs would have 

been ameliorated over time”.   The bulk of the administrative costs referred to by the 

Reviewer in sections 3.3 and 3.5 relate to estimated Departmental staff costs and 

Regional Coordinator costs.   The collaboration between the Department and the 

Coordinators enabled a wider reach into the rural communities and this was evidenced 

in the significantly higher uptake under the 2nd Call than under the 1st Call.   The 

Department made every effort to ensure that all grantees were fully aware of the terms 

and conditions of the scheme so that grant claims could be maximised to their fullest 

amount in compliance with the financial regulations.    This level of interaction was 
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necessary regardless of the grant amounts involved.   It is arguable that had the GBS 

been a higher value scheme then the ratio of administrative costs to grants paid would 

have been different.  

 

Finally, the Reviewer made ten recommendations arising from the examination of the 

GBS all of which have been noted.   The bulk of them relate to the National 

Broadband Scheme (NBS) as the successor to the GBS.   It is worth remembering that 

both schemes have a fundamental difference.  The GBS was a demand led scheme 

based on recouping a portion of capital expenditure incurred while the NBS is a 

tender scheme where an upfront payment will be paid to the winning bidder.     The 

Department will comply with the requirements of the Capital Appraisal Guidelines 

during the implementation of NBS (Recommendations 5, 6, 7 8, 10).    The NBS 

tender process has made every effort so far to accurately map the current national 

situation regarding broadband coverage (Recommendations 1, 2, 4).   While the roll 

out of NBS will be project managed by the Department to ensure balanced regional 

implementation the need to additionally employ Regional Coordinators to assist the 

winning bidder would be a matter for that winning bidder (Recommendation 3).   A 

demand side intervention to complement the NBS would be useful and will be 

considered (Recommendation 9). 

 

Communications Development Division 

November 2007 
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