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Extended abstract

Research question: To assess whether the establishment of Openreach has allowed greater and improved access by other operators to BT’s network.

Methodology: To provide an overview of the circumstances leading up to the establishment of Openreach; to outline the undertakings made by BT; to assess the implementation of the undertakings; discuss and assess regulatory developments subsequent to the undertakings being made.
Content: In late 2005 Ofcom, the UK telecommunications regulatory authority, announced that it had reached an agreement with BT to establish a new division – Openreach – to run its local access network. Not only did this mark the end of a major review of the UK telecommunications market that had began in April 2004, but it also promised to resolve the growing tension between BT and those companies relying on access to its network to deliver their own services. Ofcom agreed to accept a series of undertakings from BT rather than refer the incumbent to the Competition Commission, though it reserved the right to do so if BT failed to implement these undertakings satisfactorily. 

In essence the undertakings sought to improve how other operators access BT’s network. On the one hand ‘equality of access’ was adopted. This sought to improve the products that other licensed operators received from BT. On the other hand behavioural measures were imposed on BT to improve its relationship with other licensed operators. Central to the behavioural measures was the creation of Openreach as a separate division within BT. Through establishing Openreach, the ‘Chinese Walls’ that had existed within BT to separate wholesale from retail, and which many had felt were inadequate, would be harden and transparency improved.  

The undertakings were extensive, running to more than 200 in all. In addition, performance indicators and deadlines were placed on BT and penalties for their non-achievement outlined. Although the undertakings and creation of Openreach were welcomed at the time, albeit sometimes cautiously, concern is being increasingly expressed regarding how the undertakings are being implemented. Ofcom has granted BT a series of temporary exemptions from the undertakings, the cumulative effect of which some commentators feel has not been taken into account. It has been suggested that the cumulative effect is to delay the implementation as well as to worsen the quality of service being received, both of which run contrary to the undertakings and place other licensed operators at a disadvantage. 

Other commentators have asked what happens if BT fails to implement the undertakings given the firmer criteria against which it can be judged – will Ofcom refer BT to the Competition Commission, extend the existing deadlines indefinitely or enter into consultative process? The exact nature of the relationship between BT and Openreach has also been questioned, not least in terms of how subsequent investment in the local access network will be funded?

Given the significance of Openreach and the unresolved questions surrounding its operation, this paper will analyse the undertakings made by BT and their implementation. The paper will discuss the progress that has been made to date in implementing the undertakings, and the consequences of the various exemptions granted for the market in general and other operators in particular. Finally, the paper will also explore the relationship between BT and Openreach, with reference being made to the model of separation proposed by Cave (2006). 
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