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A1. The Role of the Performance and Innovation Unit
A1.1 The creation of the Performance and Innovation Unit (PIU) was announced by
the Prime Minister on 28 July 1998 as part of the changes following a review of the
effectiveness of the centre of Government by Sir Richard Wilson. The PIU’s aim is to
improve the capacity of Government to address strategic, cross-cutting issues and
promote innovation in the development of policy and in the delivery of the
Government’s objectives. The PIU is part of the drive for better, more joined-up
government. It acts as a resource for the whole of government, tackling issues that
cross public sector institutional boundaries on a project basis.
A1.2 The Unit reports direct to the Prime Minister through Sir Richard Wilson and
is headed by a Senior Civil Servant, Mr Suma Chakrabarti. It has a small central team
that helps recommend project subjects, manages the Unit’s work and follows up
projects’ recommendations with departments. Work on the projects themselves is
carried out by small teams assembled both from inside and outside government.
About half of the current project team staff are drawn from outside Whitehall,
including from private sector consultancies, academia and local government.
A1.3 The first set of PIU projects was announced by the Prime Minister in
December 1998. The aim is to complete most of them by late summer/autumn 1999.
The projects are:
•

Developing Electronic Commerce in the UK – how to make the UK the world’s
best environment for electronic commerce, ensuring that the UK benefits fully
from the single fastest growing marketplace in the global economy;

•

Active Ageing – how to improve the well-being and quality of life of older people
by helping them to remain active. The study will identify ways of increasing the
employment opportunities for older people, by examining the incentives for
businesses to employ and retain older people and for individuals to remain in paid
or voluntary work;

•

Central Government’s Role at Regional & Local Level – getting the right
institutional arrangements and relationships in place for joined-up delivery of
central Government policies in regions and communities;

•

Accountability and Incentives for Joined-Up Government – examining how
current accountability arrangements and incentive systems can be reformed to
facilitate joined-up policy-making and delivery, for example by promoting
achievement of joint objectives which require co-operation between departments;
and

•

Objectives for Rural Economies – examining the differing needs of local rural
economies, and the key factors affecting performance, so as to establish clear
objectives for Government policies influencing the future development of rural
economies.
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A1.4 The Unit is separately identifying the key future challenges that government
will have to face, as referred to in the Government’s Modernising Government White
Paper, published in April 1999. This work will help departments and other
organisations to look beyond their existing policies towards the Government’s longterm goals.
A1.5 The PIU was also asked in February 1999 to assemble a Government/ industry
task force to consider the issue of encryption and law enforcement – its report was
published in May 1999. The Unit has also launched a project to review quantitative
analysis and microeconomic modelling in central Government. This project will look
at access to data, quantitative analysis and modelling undertaken by Government
Departments and whether it meets the current and emerging needs of policymakers.
A1.6 Further information on the PIU and its projects, and copies of its reports can be
found on the PIU website at www.cabinet-office.gov.uk/innovation.
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A2 . Project Team and Project Management
Team composition
A2.1 From the definition stage, the PIU sought to appoint a multi-disciplinary team,
with strong private sector skills and experience. The full time team recruited was:

A2.2

•

Prof. Jim Norton – Project Director. Jim’s career has spanned both public
and private sectors with senior roles in British Telecom, Cable & Wireless
and Butler Cox plc as well as five years as Chief Executive of the
Radiocommunications Agency, the Executive Agency of the Department
of Trade & Industry responsible for management of the UK radio
spectrum. Jim was also the author of the report ‘Converging
Technologies: Consequences for the new Knowledge-Driven Economy’
published by the DTI Future Unit in September 1998;

•

Dr Jeremy Beale – Team Leader. Having completed a first degree in the
USA and gained a PhD in International Relations from the University of
Sussex, Jeremy has worked in UK, France and Australia in a variety of
consultancy and policy roles. His most recent task, as Adminstrator in the
OECD, Directorate of Science Technolgy and Industry, carried
responsibility for analysing the economic implications of e-commerce;

•

Dr Lisa Thomas – Having gained a PhD from Cambridge University in
Evolutionary Biology, Lisa spent three years with McKinsey & Company
with a variety of relevant assignments. Lisa brought key consulting
experience of e-commerce and, in particular, its impact on retailing; and

•

Dr Jeremy Ward – After gaining a PhD in Biological Sciences, and
undertaking post-doctoral work at Birmingham University, Jeremy joined
the Ministry of Defence in 1982. Most recently he has managed major IT
and telecommunications projects.

The team was assisted by additional part-time contributions from:
•

Dr John Clark – John holds a PhD in Economics from the London
Business School and an MBA from INSEAD. Having worked for
McKinsey & Co., Environmental Resources Management and London
Economics, John brought key experience in economic and strategic
analysis in sectors such as telecommunications; and

•

Chris Parker – Chris joined DTI in 1990, working in a wide variety of
policy areas, from deregulation to the environment and from inner cities to
European telecoms liberalisation. In 1995 he moved to the Cabinet Office
with the Competitiveness Unit, then in 1996/97 took a year out to study for
an MBA at Imperial College Business School. In 1997 he returned to DTI
to undertake a zero-based budgeting review of DTI expenditure, before
taking up his current post as Head of the Information Age Policy
Development Unit in July 1998.
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A2.3

The team was also supported by:
•

Stephen Aldridge – the PIU Chief Economist; and

•

Darren Welch – from the PIU central team.

A2.4 The combination of market analysis, economic, technology, policy and project
management skills brought by individual team members was essential to the success
of this project. Similarly the team members’ practical experience in e-commerce and
related fields provided important ‘sanity checks’ on recommendations.

Methodologies used
A2.5 The team made extensive use of personal contacts in the e-commerce
industries and existing primary research sources such as Forrester, Jupiter, NoP,
Romtec and the DTI/Spectrum benchmarking studies. It also reviewed other major
reports in this field such as the US Department of Commerce ‘Emerging Digital
Economy’ reports, RIIA (Chatham House) scenario planning studies and a range of
OECD publications. Discussions were also held with senior US Government
officials, and representatives of the Australian, Canadian and French Governments as
well as key Directorates within the European Commission. Two team members
attended a highly pertinent workshop organised by North East Consulting Resources
Inc. on ‘Mapping the Future of eBusiness Strategy’ in Boston Massachusetts.
A2.6 From all of these elements a model of the barriers to e-commerce was
developed, grouped according to the ‘Foundations’ and ‘Pillars’ structure described in
this report. Proposed solutions were developed and both barriers and solutions were
tested in a series of:
•

six roundtable seminars with invited Government, industry, trade association,
consumer group and voluntary sector representatives;

•

two series of in-depth workshops covering the telecommunications and retail
financial services industries, kindly facilitated, on a pro-bono basis, by Analysys
and Ernst & Young respectively; and

•

three open meetings with SMEs and other industry representatives in Glasgow,
Cardiff and Belfast, kindly organised by the Devolved Administrations and the
Northern Ireland Office.

Project steering group
A2.7 The team also benefited from an extensive process of consultation and review
with the project steering group, at roughly monthly intervals, throughout the project.
This group, chaired by Lord Falconer of Thoroton comprised:
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Public sector members
•

James Purnell – the member of the No10 Policy Unit covering e-commerce issues;

•

Bill Macintyre – Director of the Communications and Information Industries
Directorate within the Department of Trade & Industry;

•

Eliott Grant – Director of the LGDP Directorate within the Home Office;

•

Robin Fellgett – Director of the Financial Services Directorate within the
Treasury;

•

Gabs Makhlouf – Director of the International Division of the Inland Revenue;

•

Anne Lambert - Deputy Director General of Oftel;

•

Anne Steward - Deputy Director of the Government’s Central IT Unit within the
Cabinet Office;

•

Jim Norton – Director of the Performance & Innovation Unit (PIU) E-Commerce
Team; and

•

Jamie Rentoul – Deputy Director of the PIU within the Cabinet Office.

Private sector members
•

Ben Andradi – Vice President - Communications Sector, (Europe, Middle East &
Africa), IBM Global Services;

•

David Cleevely - Managing Director, Analysys Ltd;

•

John Higgins - Director General CSSA; and

•

Barbara Walker - Deputy Director CBI.

A2.8 The team gratefully acknowledges the advice and time given by each Steering
Group member. The team also acknowledges with thanks the contributions of all
those who offered advice or participated in its workshops and seminars.
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A3 . Roundtables and Workshops
Introduction
A3.1. A series of seminars and sectoral workshops were held by the PIU team over May
and June 1999 to explore and test its hypotheses with key representatives of government,
industry, consumer bodies, trade associations and the voluntary sector.
A3.2. The aim of the seminars and workshops was to consult over the barriers to the
adoption of e-commerce in the UK and the actions that could be taken by government.
Each seminar focussed on a different issue, but cut across all industry sectors. In contrast,
the workshops focused on particular industry sectors (retail financial services and
telecommunications), in an attempt to “dive deep” into their specific issues.
A3.3. The following sections of this Appendix provide further details of background and
methodology and key conclusions of the seminars, followed by the sectoral workshops.
Comprehensive reports of both the seminars and workshops are attached at the end of this
Appendix.

Public/Private Sector Roundtable Seminars
Background and methodology for roundtable seminars
A3.4. Six e-commerce public/private sector seminars were held to refine the
Government’s understanding of the policy issues, problems and priorities facing the
development of e-commerce in the UK. The aim of the seminars was to identify the main
barriers and strategic tensions facing the Government’s e-commerce goals, as well as the
means for resolving or overcoming them. They drew on existing work being done by
Government and discussed policy goals.
A3.5. Each seminar brought together around 30 senior representatives from the private
and voluntary sectors and the Government. The titles and dates of the six seminars was as
follows:
11 May:

10:00 Promoting Service Development
14:00 Enhancing Service Innovation and Creative Enterprise

18 May:

10:00 Supporting Consumer Buying On-line
14:00 Ensuring Social Inclusion
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25 May:

10:00 Providing Effective Government On-line
14:00 Establishing a Leading International Presence

A3.6. The seminars did not use formal presentations but instead took the form of a
dynamic, roundtable, problem-solving debate. The debates were lively, well-informed and
valuable to the PIU e-commerce team in helping to formulate many of the conclusions for
the final report. Each seminar approached the discussion of policy goals in three parts:
•

analysis of the main policies presently being pursued by Government
departments (based on short, 2-3 page papers from Government departments)
and identification of the main strategic tensions faced by policy makers in
attempting to achieve the Government’s objectives in e-commerce;

•

identification of how technological and commercial trends might be exploited
to achieve the Government’s goals (based on short private sector papers); and

•

a discussion of how forthcoming green papers, white papers and Bills might
aim to resolve tensions or barriers in existing approaches by through
technological, commercial and regulatory means, and to build new bridges or
ways of working to implement the goal of first-mover and longer term
strategic advantage for the UK.

A3.7. The next section outlines the key conclusions from each of the reported Seminars.
All seminars were held under Chatham House Rules and therefore all contributions to the
debate were reported anonymously. A list of all the participants at the Seminars is at
appendix seven.

Key conclusions of roundtable seminars
Seminar 1: Service Development
A3.8. The main suggestions arising from the first seminar, on “Promoting Service
Development” were as follows:
•

OFTEL should more clearly take into account impacts on the international
competitiveness of U.K. industry when making regulatory judgements;

•

more consistent, coherent, intelligible tariff structures for telecommunications
would be desirable;

•

case studies should be used with SMEs to show what can and has been done
by SMEs in electronic commerce in the U.K. and abroad;

•

there should be parity of recognition between paper and electronic contracts;
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•

Government should specify codes of practice for Trusted Third Parties (TTPs),
through setting up a ‘kite mark’ registration for TTPs and offering legal
remedies for non-compliance;

•

a network of ombudsmen should be established in each EU country to deal
with dispute resolution;

•

tax and planning incentives should be provided for doing business on-line; and

•

all Government business should be done on-line, with penalties for those
companies not interacting electronically.

Seminar 2: Innovation & Creative Enterprise
A3.9 The main points arising from the second seminar, on “Enhancing Service
Innovation and Creative Enterprise” were as follows:
•

a single, streamlined interface between business and Government should be
set up. Any technological solution must be ‘leaky’ enough to allow market
development;

•

a forum for discussion between Industry and Government of regulatory issues
concerning copyright might be useful. In addition, Government’s attitude to
Crown Copyright must change. The EU e-commerce and copyright directives
must arrive in synchrony;

•

Government needs to be involved in education about the value of encryption
technologies for protecting ‘weightless’ goods on the Internet, such as
software, music and text;

•

some form of e-cash system is needed for low-value transactions;

•

in order to face the challenge posed by the Internet to existing business
models, the U.K. content industries need to rapidly develop and implement
technologies for automated copyright management system that are
international, quick and easy to use; and

•

Government must collect better IPR statistics. Government also has a role in
raising the understanding of IPRs amongst the general population; particularly
though inclusion of modules on IPRs in ‘citizenship’ courses in schools.

Seminar 3: Consumers On-line
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A3.10. The main points arising from the third seminar, on “Supporting Consumer Buying
On-Line” were as follows:
•

the UK needs to remain ahead of the US in digital interactive broadcasting if it
is to establish a lead in the consumer-led development of e-commerce. The
switch-off of analogue broadcasting needs to be addressed as a means for
spurring take-up of digital broadcasting. In addition, there needs to be a
mechanism to reach the final 5% of the population with digital broadcasting
and broadband access;

•

‘walled gardens’ should allow break-out to the wider Internet for the purpose
of encouraging open markets;

•

the possibility of merging the ITC with OFTEL should be considered;

•

‘Hallmarking’ systems could provide guarantees through the medium of a
trusted third party. There is a need to establish a single hallmarking system
that will be instantly recognisable. OFT could provide a quality code of
practice, effective means of redress and vetting for companies to ensure that
standards are met. Any hallmarking symbols should be backed by both
national and international accreditation. Enforcement agencies should have a
clear presence on the Internet that will enable the public to contact them
immediately with a complaint;

•

‘opt-out’ principle is the best approach for balancing the restriction of
unsolicited e-mails with the need to facilitate market growth; and

•

there is a need to develop a Public Key Infrastructure (PKI) system.
Government should create critical mass in demand for the installation of a PKI
by using smartcards for its interactions with the public and could ensure that
all its procurement is performed using a PKI.

Seminar 4: Social Inclusion
A3.11. The main points arising from the fourth seminar, on “Ensuring Social Inclusion”
were as follows:
•

Government should develop a vision and blueprint for home access using
high-bandwidth access: we need to encourage the use of appropriate locations
for interaction, identifying Government-sponsored community locations,
encouraging central/local Government and considering support for social
entrepreneurs;
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•

It should look at finance for support of IT initiatives in schools and support
training opportunities for ‘computer plumbers’;

•

Government should lay the groundwork for and support a Guaranteed
Electronic Market System to allow potential entrepreneurs to gain access to a
market and build a reputation;

•

It should consider discussing with providers a scheme of free access for the
unemployed and consider funding development partnerships to produce
socially valuable software and tools to assist the disabled with e-commerce;
and

•

Government should ensure that its own Websites are accessible and that its
electronic forms are appropriate and easy to use. It should encourage adoption
of best-practice by promoting the example of ‘beacon’ authorities.

Seminar 5: Providing Effective Government On-line
A3.12. The key suggestions made at the fifth seminar, on “Providing Effective
Government On-line” were as follows:
•

a single point of access is needed to Government information that is also
capable of directing customers to appropriate locations. Government needs to
concentrate on developing user-friendly, attractive, customer-oriented
Websites (best developed in partnership with private enterprise);

•

departmental finance sections need to become more business-orientated and
need to have a central integration group for e-commerce with smaller subgroups in appropriate work units. They need a channel strategy, which will
require a clear overarching roadmap for development, and budgets allocated
according to business processes (rather than on a Departmental basis).
Government could usefully focus on seven key business and individual ‘life
episodes’ in relation to structuring channels of information and access;

•

co-ordination between central Government Departments and local
Government needs to be strengthened to avoid duplication of effort;

•

crown copyright rules need to be clearly set-out and well-publicised within
Government as well as to the public. Basic “what?” and “how?” information
should be made available free. Specialist information should be made
available at a price reflecting costs;

•

Government needs to publicly emphasise that protection of privacy of
individual data is its aim. Government must aim for transparency in its
dealings with the public, with an explicit opt-in scheme for the sharing of data
between Government Departments. A single Government electronic register
needs to be established for personal data. A central branding strategy for
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marketing Government information is required to ensure quality control and
integrity of data and privacy protection;
•

a single PKI strategy is needed for the most effective development of on-line
Government. Automation of the procurement supply chain within Government
and between Government and its suppliers needs to be implemented; and

•

Government needs to introduce a public smartcard for identification purposes
in dealing with Government.

Seminar 6: Establishing a Leading International Presence
A3.13. The key suggestions made at the fifth seminar, on “Establishing a Leading
International Presence” were as follows:
•

the factors determining international success are:
- the tax regime;
- a critical mass of companies;
- a good infrastructure;
- the right skills and;
- an appropriate regulatory framework;

•

Government should encourage internationally recognised ‘best practice’ selfregulation;

•

Interactive Digital TV has the potential to open an era of greatly enhanced
demand. However there is a need to address access fees and bandwidth
availability;

•

we need to introduce smartcards for proof-of-identity purposes and nationally
recognised hallmarking standards to promote trust. In addition, we need to
move to a national public-key infrastructure for secure e-commerce;

•

the convergence of telecommunications and broadcasting regulation suggests
the need for an cross-the-board review of legislation;

•

Government should make small-business related forms available on-line and
make early moves to resolve digital signature issues;

•

greater private and public sector co-ordination is needed both nationally and
locally. A single Minister is needed to be responsible for the co-ordination of
e-commerce.
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Sectoral workshops
Background and methodology for sectoral workshops
A3.14. Two sectoral workshops were held on 13 May (retail financial services) and 26
May (telecommunications).
A3.15. These workshops complemented the seminars by looking in detail at the issues
within key sectors. The aims of the workshops were to:
•

confirm or disprove our hypotheses on lack of access, trust and understanding
as the main barriers to UK e-commerce success;

•

understand the industry’s position on the optimum Government intervention in
each sector; and

•

collate qualitative and quantitative data and forecasts on how companies
viewed the future evolution of e-commerce services over the next five years in
their sector.

A3.16. It is intended that these workshops form the basis of further sectoral reviews
recommended by the PIU e-commerce team (see recommendation 8.2). Although the
precise nature of future reviews should be determined by each sectoral directorate, it is
suggested that any should include the key components outlined in figure A4-1.

POSSIBLE APPROACH FOR DEVELOPING
SECTORAL REVIEWS
Identify sector
strength and
impact of ecommerce

• See figure A4-2

Establish key data
for chosen sector

• For example:
–proportion of national
GDP accounted for by the
sector and key sub-sectors;
–speed of movement online; and
–UK position/ degree of
comparative advantage in
the sector and top 5 players
and new entrants

Identify
opportunities within
the sector

• Disaggregate the value
chain.
• Identify potential ecommerce opportunities and
threats in all parts of the
value chain, e.g. potential
for:
–collaboration?
–increase efficiency of
existing processes?
–reach new customers?
–customise customer
relationship?
–create a new business?
–disintermediate
–expand process across
different product groups?
–act as an intermediary?
–offer new products and
services?

Identify nature and type of
existing/ potential failures
from capturing the
opportunity

Identify potential actions,
assess costs and benefits
and prioritise actions

• Identify potential ‘market
failures’ for each
opportunity/threat.

• Identify potential
responses to the
failures

•Identify potential
‘government failures’
(including review of
applicability of all existing
regulations)

• Estimate likely costs
and benefits of each
action, vs ‘no action’

• Identify any
‘distributional
considerations’ e.g. social
exclusion

Figure A4-1
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A3.17. An understanding of the UK’s historical strength in each sector and the potential
impact of e-commerce will be critical as a first step of any future sectoral reviews (see
figure A4-2). Retail financial services was chosen for one of the initial PIU workshops as
it one of the sectors already greatly affected by the growth of e-commerce and is also an
area which has typically been one of strength for the UK. Telecoms was also chosen as it
clearly has a major role in e-commerce, particularly in providing access infrastructure.

SECTOR POSITION AND POSSIBLE STRATEGY
Defend
Aim to establish standards
High

Identify what
the UK would
have to do to
compete

Potential impact
of e-commerce*

Low

Monitor

Telecoms
Financial
services banking

Insurance

Look for ways to
stimulate the
market / remove
barriers

Low

High
Relative UK strength**

*

Defined by share of interactive activities within the sector

**

UK relative competitive advantage (measured as the ratio of proportion of UK exports in that sector compared to average proportion across all sectors)

Source: PIU analysis

Figure A4-2

A3.18. To ensure balanced and representative views at both workshops, large existing
financial services suppliers and several new entrants were invited to the retail financial
services workshop. The major fixed and mobile operators, several new entrants, OFTEL
and various Government department representatives were invited to the Telecoms
workshop. Lists of attendees are provided in appendix seven.
A3.19. The PIU workshops were supported by external consultancies. Our thanks to Ernst
& Young and Analysys who managed the retail financial services and telecoms
workshops respectively.
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Key conclusions of sectoral workshops
Retail financial services workshop
A3.20. Those present at the meeting agreed that the key action areas that should be taken
to address barriers were:
•

increased investment in infrastructure and more access points to increase
access;

•

increased investment in infrastructure;

•

Government as exemplar, increased promotion of e-commerce activities
and a challenge to business CEOs to develop understanding;

•

establishment of standards and possibly a UK “trademark” to promote
trust; and

•

a review of current regulation, which does not currently consider or
facilitate e-commerce.

A3.21. A set of follow-up meetings were agreed to pursue some of these areas further:
•

a follow-up workshop to consider specific issues faced by new entrants:
was held on 4 June and chaired by Kevin Revell, the Head of E-commerce
at Virgin Direct.

•

A meeting with the FSA to consider e-commerce and the regulatory
framework was held on 9 June and chaired by David Russell of the FSA.

•

The potential for a UK plc trademark/kitemark was considered on 10
June, in a meeting chaired by Margaret Smith, the Director of E-commerce
and Development at Legal & General.

A3.22. The main findings from these follow-up meetings were:
•

Specific issues faced by new entrants:
- the industry should seek to work with the FSA to make the regulatory
framework seamless;
- the Government must play a role in ensuring privacy and security;
- the Government should help to communicate the advantages of ecommerce to customers and act as exemplar itself;
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- to ensure understanding, e-commerce should be included in the main
national curriculum. In addition, the Government should develop a
solution and clear communication of its views over the contradiction
between social exclusion and uptake of e-commerce for established
financial institutions and should establish a website/ portal to aggregate
information for small businesses; and
- in the longer term, the Government should seek to ensure funding for
new businesses and work to create an entrepreneurial culture in the
UK.
•

E-commerce and the regulatory framework:
- industry participants were keen to establish an industry group to focus
on issues raised by e-commerce and the regulatory framework. The
FSA commented that such a group, if established, should have a clear
purpose and defined parameters. The FSA would consider further an
industry proposal, which should include specific examples of
problems which industry consider are not dealt with in existing
regulation;
- the FSA should explore electronic reporting where appropriate; and
- industry participants felt that the Government should initiate a review
of regulatory bodies to address the complexities of companies
contacting multiple regulators in newly re-aggregated industries,
embark on a regulatory benchmarking exercise across countries and
look at the Financial Services Act to reconsider current exemptions.

•

The potential for a UK plc trademark/kitemark :
- a brand (and any actions taken in the UK to create a UKplc “brand”),
needs to be properly defined, have a specified goal, be clearly targeted
and be built on firm building blocks;
- some countries (e.g. Luxembourg, Jersey) and organisations (such as
the DMA) are already taking actions to create an e-commerce “brand”;
and
- rather than focusing on a brand per se, the UK should immediately
focus on actions that may result in the establishment of a UK brand.
This may be enabled by the use of a hallmark or trademark that may
resolve issues such as liability. Suggested “quick wins” were outlined,
which could be targeted at consumers and small businesses.
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Telecoms workshop
A3.23. The main areas of agreement at the Telecoms workshop were:
•

that there are three principal barriers to e-commerce take-up in the UK: access
(cost and technology); trust; and understanding.

•

that Government should act as an exemplar, ensure an integrated approach and
minimise social exclusion;

•

that telecoms is a mature, fully-competitive market which does not require a
high level of regulatory intervention. It was argued that the market will
provide adequate solutions to access issues (cost and quality). The capacity is
there, new technologies are being rolled out, the players are forward-thinking
– whatever the demands, the sector will be ready.

A3.24. The role of OFTEL was seen as pivotal, particularly with regard to access tariffs.
Specific recommendations for OFTEL included:
•

focus on removing specific local or national bottlenecks;

•

investigate leased line prices;

•

examine whether the differences between cost structures and retail tariffs have
the potential for introducing instability into the market;

•

recognise ‘virtuous’ cross-subsidy through bundling may foster take-up; and

•

reduce notification periods for new tariffs and services from three months.

A3.25. The government was thought to have a role in fostering user trust and
understanding through standards setting and acting as an exemplar, but should otherwise
keep intervention to a minimum. Specific recommendations for Central Government
included:
•

exercise a light regulatory hand;

•

undertake measures to increase customer confidence e.g. approving a range of
certification algorithms or providers;

•

act as an exemplar in the adoption and use of services;

•

support and foster the industry-led introduction of international standards; and

•

investigate changes to the tax regime to encourage e-commerce transactions.
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A3.26. The rest of this Appendix contains the detailed reports from all the seminars and
workshops. These are attached as separately numbered documents.
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Detailed Reports on Government & Industry Roundtable
Seminars and Sectoral Workshops
Seminar 1: Promoting Service Development
Introduction
1.
The first of the Government and Industry Roundtable Seminars on electronic
commerce was held on 11 May at 10:00. It was chaired by Lord Falconer, the Minister
with responsibility for the e-commerce project within the Performance and Innovation
Unit of the Cabinet Office.
2.
The seminar focused on the fundamental regulatory and institutional approaches
needed to promote electronic commerce services in the U.K., particularly in business-tobusiness relations.
Summary of Action Points
3.

The meeting proposed that action is needed in the following areas:
•

OFTEL should more clearly take into account impacts on the international
competitiveness of U.K. industry when making regulatory judgements.

•

More consistent, coherent, intelligible tariff structures for telecommunications
would be desirable.

•

Use of case studies with SMEs to show what can and has been done by SMEs
in electronic commerce in the U.K. and abroad.

•

Encouraging large companies to use their supply chains to develop ecommerce, passing on some of the cost-savings and providing appropriate
training.

•

Spelling out the competitive threats and opportunities posed by e-commerce.

•

Parity of recognition between paper and electronic contracts.

•

Government should specify codes of practice for Trusted Third Parties (TTPs),
through setting up a ‘kite mark’ registration for TTPs and offering legal
remedies for non-compliance.

•

A network of ombudsmen in each EU country to deal with dispute resolution.

•

Tax incentives for doing business on-line.

•

Planning incentives for companies involved in e-commerce.
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•

All Government business to be done on-line, with penalties for those companies
not interacting electronically.

•

A single, streamlined interface between business and Government should be set
up.

•

The DTI should provide a single voice in Government for the e-commerce supplyside.

Telecommunications Infrastructure in the UK
4.
Is there sufficient competition in the telecommunications industry to ensure the
best environment for the growth of e-commerce? There are currently 30 operators
offering high capacity to users, and this number is likely to increase. The measure of
competitiveness must be the prices charged to users. The absence of local call charges in
some US states is often cited as putting the UK at a competitive disadvantage. However,
it was pointed out that in the USA there is a cross-subsidy of local telecommunications
through the high cost of long-distance calls. At present in the UK, prices offered to the
largest business users are compatible with the best worldwide, but this pricing benefit is
not necessarily diffused to the SME sector. However, competition is likely to increase
from operators other than those in the traditional telecommunications industry: mobile
and cable companies are now, or will shortly be, offering high-capacity links, and a radio
fixed-access of up to 2 Mbit is now available from more than one operator.
5.
In a discussion of competition in the local loop it was made clear that OFTEL are
currently conducting a consultation exercise to determine if there is a market failure that
needs to be addressed. Responses have been received and are being considered. A report
will be issued in early summer. The OFTEL study on tariffs, however, has proved more
complex than originally anticipated. A four month study has now been going on for more
than 12 months. The introduction of more competition in the local loop was emphasised
as being particularly important in view of the recent six-month set-back to the
introduction of UMTS. Existing competition in the local loop is restricted to those areas
where cable franchises are operating. This has consequences for local and regional
development. Poor telecommunication infrastructure continues to be a major factor
in the lack of development of SMEs in regions such as the Highlands of Scotland,
although these are the areas which could potentially benefit most from e-commerce. It
was pointed out that differential pricing structures and availability of service are
inevitable across the UK, given differences in population density. Such differentials
could be removed or reduced only through public policy intervention.
6.
Telecommunications access is now priced below cost for the majority of
residential users and thus SMEs. However, the latter require lengthy connection periods
if engaged in e-commerce - and the cost can thus rapidly become prohibitive. Leased-line
solutions are not attractive - the steep price differential between a 64k line and a 2Mbit
line was highlighted as a major disincentive to SMEs. The Yankee Group report on
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leased-line charges showed huge differences between the UK and its competitors in this
area. One participant felt that a clear telecommunications pricing policy for industry is
needed. However, another considered that industry in general is not aware of the
potential for reductions that are available in a bidding process. In his experience ten-fold
reductions are possible
Action Areas
7.
The discussion in this area centred on two aspects of telecommunications where
action could be taken to improve the UK’s position for e-commerce:
• OFTEL remit and;
• Telecommunications pricing structure.
OFTEL Remit
8.
A number of participants agreed that the OFTEL remit is too narrow to deal with
e-commerce, which is essentially global, and should be broadened so that when regulatory
decisions are being made their impact on the international competitiveness of U.K.
industry be taken into account in addition to their impact on final consumers. One
participant felt that the legislative constraints on OFTEL should be loosened.
Telecommunications Pricing Structure
9.
One major difficulty faced by SMEs is the complexity of telecommunications
pricing structures. The problem is to ensure that a more consistent, coherent and
understandable structure is in place, without removing competitiveness. One participant
suggested that Telcos could be required to post their tariffs on the Internet in a consistent
format.
Encouraging Business to Use E-Commerce Through Education
10.
Discussion turned to the measures needed to encourage the use of e-commerce
among businesses. SMEs need to be given information in small, digestible chunks.
Specifically they need to be told about what is available and what it will cost them, as
well as likely deliverables and how these will help profitability. It was agreed that case
studies would be the most useful way of conveying these messages. The e-centre is
running a project with University of Wales, Cardiff to present such case studies on a
sectoral basis; helping companies to understand the use of e-commerce in their own
context. The DTI’s Information Society Initiative also seeks to help SMEs understand the
opportunities. Currently the Initiative is paper focused, which means that it lacks
immediacy. DTI are now working to produce an Internet-based resource. This will be
coupled with personal support.
11.
The DTI’s benchmarking studies over the past four years have identified the major
barriers to the take-up of e-commerce. Internal skills and attitudes have consistently been
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seen as more important that infrastructure considerations. The managerial attitude is that
e-commerce is slow, expensive and requires a great deal of understanding. The
importance of the supply chain in encouraging use of e-commerce was cited. Large
businesses can bring SMEs along with them, by demonstrating that the Internet is simpler
to use than conventional EDI systems. Furthermore, they should be prepared to pass on
to their SME suppliers a proportion of the savings that they make by the use of the
Internet.
12.
Big companies should also ensure that they provide training for the trainers, as
advisers are often ignorant. The DTI’s competitiveness working group identified that
local advisers often understand neither the technology nor the business need. An
accreditation scheme for advisers, run by the DTI in concert with companies such as BT,
Microsoft and Intel, is now in development. It was pointed out that this concept may be
good, but the system is likely to be process driven, failing to understand the requirements
of SMEs – which are not just big businesses scaled down.
13.
Education must extend to CEOs, 70% of whom believe that e-commerce does not
pose a competitive threat. The threat should be clearly spelled out to encourage
initiatives in this area.
Action Areas
14.

Action needs to be taken in the following areas:
•

Use of case studies with SMEs to show what can and has been done by SMEs
in electronic commerce in the U.K. and abroad;

•

Encouraging large companies to use their supply chains to develop ecommerce, passing on some of the cost-savings and providing appropriate
training;

•

Spelling out the competitive threats and opportunities posed by e-commerce.

Trust
15.
Total deregulation is not a good idea if once wishes to encourage consumers to
use e-commerce. Consumers need to feel protected. Trust is a major factor, part of the
problem is one of education; the use of credit cards is often cited as a factor preventing
use of e-commerce, but this is result of misapprehension. Trust can be helped by
regulating the input of service providers. Big business and consumers have different but
inter-related concerns. Most important of these is the issue of global standards and
interoperability that will be needed to provide the right kind of infrastructure in future.
These standards should concentrate only on those areas that are absolutely necessary. To
take an analogy, fax machine interoperability was a sine qua non for the take-up of that
technology. Similarly e-commerce requires interoperability to acquire a critical mass, and
that means interoperability of standards.
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16.
Among the steps that can be taken are for the private sector to be more involved in
standards setting. This is particularly applicable in the case of the creation of certification
authorities, issuing digital certificates for digital signatures. Especially over the issue of
liability. Those using such systems must be able to have the same degree of trust in these
electronic methods as they have in paper methods. This implies parity of recognition by
the legal system. But such recognition must be Europe-wide.
17.
Most traffic on the Internet even in the USA at present is not revenue generating.
There is therefore a massive business opportunity. One of the major business and
consumer benefits that have to be in place to drive the use the of UK would be the
development of trust between trading partners. Although this can be engendered by
public/private sector organisations it is necessary to have the fall-back of legislation to
ensure consumer protection. The UK must offer this if we are to generate critical mass.
Codes of practice must be developed within the business community and OFTEL is not
the correct body to police this. Such codes of practice must be developed globally,
through international agreements such as that being developed by the Institutes of
Chartered Accountants in the UK, USA, Canada, Australasia and some European
countries. Agreements of this kind have the potential to deliver a solution that is of the
highest quality at the fastest speed to avoid confusing those who might wish to use such a
service.
18.
However, small businesses potentially have a problem that certification by such
systems could be prohibitively expensive. Also there is a danger that compliance
problems could stifle innovation and enterprise. To encourage generic solutions that
could be made widely and cheaply available, standards for electronically verifiable, nonrepudiable contracts could be specified by a BSI, UK Accreditation Service (UKAS) 'kite
mark'. Contracts made with companies using this kite mark should have the same legal
force as paper contracts.
19.
The important points are: to engender trust it must be clear who the trading
partner is and; that there is a good dispute resolution procedure. Since a variety of
regulatory practices distinguish markets around the world, e-commerce standards must be
global and must override existing regulations. Europe can be seen as both an opportunity
and a threat. An opportunity because the UK is english speaking, and english is the
language of business, and a threat because of the greater level of regulation, especially
consumer affairs, regulation, in Europe. Dispute resolution procedures could be
simplified across the EC through the appointment of an ombudsman in each country who
would deal with his or her counterpart in other countries.
20.
The delegates discussed the potential importance of building trust around existing
brand names. Some felt that this could be too restrictive. It could shut out small
companies unknown to the general public. There is also a problem of visibility on portals
- only those with financial leverage can achieve a prominent position at a portal and thus
prosper. However, one delegate noted that a lot of Internet start-ups can very successful in
a short period, despite being unknown. The problem is that they then relocate to the USA!
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Action Areas
21.

In building trust actions are needed in the following areas:
•

Parity of recognition between paper and electronic contracts;

•

Government should specify codes of practice for Trusted Third Parties (TTPs),
through setting up a ‘kite mark’ registration for TTPs and offering legal
remedies for non-compliance;

•

A network of ombudsmen in each EU country to deal with dispute resolution.

The Role of Government
22.
Lord Falconer then asked delegates to consider the role of Government, and what
action (if any) it could take to improve business use of e-commerce. One delegate made
the strong point that, with the advance of globalisation, the financial services sector, and
other companies dealing with a 'weightless' product, face intense and rapidly occurring
international competition. In such circumstances, companies may be forced to take their
physical presence out of the UK if they are to survive - while continuing to sell here online – and can easily do so. The recent move of Charles Schwab, the on-line brokers, into
selling life assurance products in the UK is an illustration of the challenge. It is therefore
necessary to ensure that the UK has the cost-effective infrastructure and reliable services
that make it attractive to businesses selling 'weightless' products.
23.
To make the UK the best place to do e-business in a global market there must be
the incentive to progress globally. The Government can assist by taking a lead. The
recently publicised aim of 100% of Government communications being electronic by
2008 will be ineffective if that includes telephone communications. The UK is lagging
behind not only the USA but also Singapore, Finland and Sweden. In the last four years
the UK has fallen behind in some areas in the lead that it previously had over other EU
countries such as France and Germany.
24.
It was felt that incentives are needed, not legislation. American companies are the
pioneers, we must ask ourselves what we can do to emulate them. There are DTI
initiatives such as the Software Business Network, that has an inward investment fund
supplying venture capital from the west coast of the USA. It is important to find
optimistic investors. There is undoubtedly a first mover advantage, but there is also a lot
of hype and fatalism about American dominance - and there are still many opportunities
left to play for. The UK is successful in generating intellectual property, the problem is
that the companies who exploit it tend to move to the USA. The UK does not have the
attitude and momentum.
25.
On the question of taxation, clarity of tax rules are required across Europe.
Incentives could be put into place, such as the discount proposed in the Budget for
companies returning VAT and tax returns electronically. More wide-ranging tax
23

incentives could be used. The Indian Government has produced a manifesto proposing to
use these to kick-start e-commerce in India.
26.
Planning regulations continue to be a major drawback to the expansion and
development of companies in the view of more than one delegate. This involves simple
matters such as the expansion of car-parking facilities. It was the general opinion of
delegates that both local and national Governments Departments (e.g. DETR on planning
permission) need to move forward faster and harder together on e-commerce in order to
open up opportunities for the business sector. To make a step change the Government
must also do something proactive. Government and local authorities must rapidly increase
their procurement activity on the Internet. The presumption should be that all
Government business is done electronically, and penalties should be instituted to
companies not doing this. The importance of a single business registration procedure was
emphasised, with a streamlined Internet interchange for conducting all business with
Government. Some delegates also felt that the DTI should provide a single voice for the
supply-side.
Action Areas
27.

Action from Government is needed in the following areas:
•

Tax incentives for doing business on-line;

•

Planning incentives for companies involved in e-commerce;

•

All Government business to be done on-line, with penalties for those
companies not interacting electronically;

•

A single, streamlined interface between business and Government should be
set up;

•

The DTI should provide a single voice in Government for the e-commerce
supply-side.

Summary
28.
In summary, it was agreed that there is no difficulty in understanding the issues
and solutions - the problem is getting round to doing anything! Jim Norton, e-commerce
team director and Jeremy Beale, e-commerce team leader, drew together the important
strands that had emerged in the meeting. These were:
•

Solutions must be appropriate, particularly to SMEs

•

There must be a clear pricing system for telecomms

•

The remit of OFTEL should be revisited
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•

The power of supply-chains must be harnessed to support SMEs

•

Trust should be engendered through the setting of standards for TTPs

•

Momentum should be generated through Governments role in supply and
procurement

•

Tax incentives are needed

•

There needs to be more cooperation and planning between central and local
Government on this issue.

29.
Finally, although the UK is doing well in e-commerce, compared with most of the
EU, it is falling behind other parts of the world, most notably the USA. The Prime
Minister shares the concerns expressed at this meeting, that was the reason that the ecommerce team was set up. And we will be taking the views of participants to the PM in
our report.
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Seminar 2: Enhancing Service Innovation and Creative Enterprise
Introduction
1.
The second of the Government and Industry Roundtable Seminars on electronic
commerce was held on 11 May at 14:00. It was chaired by David Cleevely, Chairman of
Analysis and a member of the steering board of the e-commerce project within the
Performance and Innovation Unit of the Cabinet Office.
2.
The seminar focused on how the Government can help the U.K. information,
computing, communicating and entertainment industries work together to use and
develop the Internet to maintain and enhance their innovative and economic capacity,
both in the U.K. and internationally.
Summary of Action Areas
3.

The meeting highlighted the need for action in the following areas:
•

Standardised licensing practices need to be worked out by industry without
Government interference;

•

A forum for discussion between Industry and Government of regulatory issues
concerning copyright might be useful;

•

Government needs to be involved in education about the value of encryption
technologies for protecting ‘weightless’ goods on the Internet, such as
software, music and text;

•

Some form of e-cash system is needed for low-value transactions;

•

Any technological solution must be ‘leaky’ enough to allow market
development;

•

In order to face the challenge posed by the Internet to existing business
models, the U.K. content industries need to rapidly develop and implement
technologies for automated copyright management system that are
international, quick and easy to use;

•

The EU e-commerce and copyright directives must arrive in synchrony;

•

Enforcement mechanisms must be in place;

•

Government has an important role in the education of small businesses about
IPR matters;

•

Government also has a role in raising the understanding of IPRs amongst the
general population; particularly though inclusion of modules on IPRs in
‘citizenship’ courses in schools;

•

Questions over liability for content need to be resolved;
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•

Government must collect better IPR statistics;

•

Government’s attitude to Crown Copyright must change;

•

Open standards and interoperability must be encouraged.

Copyright and the Internet: To Regulate or Not?
4.
The debate opened with a discussion of the effect of the Internet on copyright. It
was stated that growth of the Internet poses a threat to music copyright. On the other hand
much about the Internet is also good for the music industry, because this industry is one
of the UK's success stories - and the momentum it generates can be carried by the Internet
into the USA. However, to ensure that this can happen it must be kept free from
bureaucratic regulation.
5.
In contrast it was also pointed out that, as a result of the lack of regulation, a
number of practices are becoming standard that may pose a threat in the near future. For
instance, MP3 is used to distribute music free over the Internet. While this is just about
acceptable if the music so downloaded is kept for domestic consumption; such 'free
music' is also being put to commercial use. Especially by companies employing snippets
of music to promote their goods without paying for copyright. This practice is
establishing precedents that will become difficult to counter as the habit of free access
becomes established.
6.
Another participant said that the lack of regulation also means that many of those
with intellectual property to sell and promote are scared to do this on the Internet. They
fear that they will have their property stolen. As a result they run the risk of losing
visibility for their product through not using the Internet.
7.
Publishers share many of the problems and concerns of the music industry, as
delivery over the Internet is even easier for the written word. However, this is driving
companies to work out standard practices which can ensure maintenance of existing
national licensing agreements in the publishing world. Thus, for instance, if a UK
customer orders a book from the USA, the UK rather than the American edition is
delivered.
8.
There is inevitably a dichotomy between what is possible and what is desirable in
regulation. This is highlighted by the differences in trading practices between the US and
EU. In the US there is a distrust of official regulation, self-regulation is encouraged; in
the EU the reverse is true. The challenge for the U.K. is to bring Government regulation
and self-regulation together to produce what is best for industry. One participant made it
clear that Industry does not want Government to simply withdraw from regulating the
Internet; instead it wants Government to help by encouraging practices that work, and to
stop the creation of new practices “on the fly”. Another participant spoke of the need for
a forum in which a debate between Government and Industry on these matters can take
place.
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9.
The Internet is opening a global window for all services. Those who do not
display their wares in this window risk being left out in the cold. Increasingly those who
wish to buy will turn to the Internet first, and if they do not see a company’s goods, that
company will not be able to participate in this global market. Companies, and especially
large companies, will therefore operate globally and will refuse to be held back by purely
national regulations.
Action Areas
10.

The following areas were highlighted in this section:
•

Standardised licensing practices need to be worked out by industry without
Government interference;

•

But a forum for discussion between Industry and Government of regulatory
issues concerning copyright might be useful.

Technological Solutions
11.
Discussion moved on to how technological developments could help facilitate
service innovation and creative enterprise. One participant pointed out that good
encryption technologies were vital for those who intended to deliver ‘weightless’ goods
on the Internet, such as software, music and text. Another participant noted that
discussion of encryption was surrounded by an aura of difficulty, and that the
Government had a valuable role to play in educating people about the importance of
encryption and the crucial part it could play in the development of e-commerce.
12.
A second important issue was the move to broadband technologies and the
consequent decrease in transaction times. Third, the establishment of a payment
mechanism for low-value transactions – some form of ‘e-cash’ was needed. However,
with the introduction of broadband and low-value transactions, and the wide availability
of mechanisms that would make piracy easier, there would be severe pressures on the
multimedia content of Internet sites.
13.
The wider implications of some of the technologies proposed for preventing
copying had to be understood. They could have a serious impact on both network
operators and the consumer electronics industry (such as VCRs). Any measures taken
had to be assessed against whether they might choke off developing industries. They had
to be directed against ‘mass piracy’, rather than ‘domestic piracy’.
14.
In further discussion of domestic infringement of copyright, one participant
pointed out that the impact of technology to allow consumers to download and copy
material should not be over-estimated. The advent of the cassette tape and VCR had not
killed the market for pre-recorded music and movies. Consumers would always be
prepared to purchase material if it was correctly priced and conveniently packaged. There
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was no evidence that cheap necessarily sold more! Continuing the theme of pricing, it
was noted that formats and content could be differentially priced, at whatever level was
right for the purposes at hand.
15.
Prevention of piracy could be achieved technologically, with any regulation being
an impediment. One of the technologies that can make a real difference is watermarking,
using the same technology that allows private messages to be hidden in open documents
through the process known as ‘steganography’ (‘hidden writing’).
16.
However, one participant pointed out that any technology used should not be too
‘watertight’. There are advantages to any system that prevents copying being somewhat
‘leaky’. This would enable promotional material to be produced without unnecessarily
complex negotiations. Wordstar is a useful model here. It became a very widely used
word processing packet as a result of individuals copying it for home use, finding that it
was very successful and taking it to work and asking that it be used there – where it had to
be purchased. One participant pointed out that control over technology could act very
inefficiently as a result of the actions of the US patent office who appear to be willing to
patent almost anything. This includes business models.
Action Areas
17.

The following areas are highlighted in this section:
•

Government need to be involved in education about the value of encryption
technologies for protecting ‘weightless’ goods on the Internet, such as
software, music and text;

•

Some form of e-cash system should be introduced for low-value transactions

•

Technological solutions needed to be ‘leaky’ enough to allow market
development.

Copyright Management Systems
18.
The Imprimatur project for the EC started life looking at how technologies could
be developed for protecting against privacy, but soon realised that the same technologies
created strong grounds for dramatically increased trade in intellectual property through
automating copyright management systems. This has led to a debate over the legal,
commercial and regulatory issues governing licensing of IPRs. Important missing
elements are integrated identification processes and worldwide encryption standards.
Data management techniques must not be technology specific, so that the danger of being
tied to technologies that become obsolete is avoided. The ‘Microsoft’ solution must also
be avoided in order to prevent any one supplier from establishing world dominance.
19.
It was stated that working on a single sector basis was no longer possible in the
digital trading environment, as putting together a product involved combining quotations
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from books, pieces of music and film clips. It was therefore important to move quickly to
automate the process of gaining permission to use and pay for copyright material. The
solution is to have a standardised identification procedure for all pieces of intellectual
property that might be used in this way. This is the purpose of the Imprimatur project,
which puts forward a protocol to make it easy and quick to identify copyright holders and
to request use of their material.
20.
One participant said that copyright management systems are not the whole answer,
and neither is technology. We need systems for managing risks that will enable the
danger of sustaining major damage and loss of confidence to be avoided. To do this, a
system should be developed for IPR on the analogy of ATM – which works worldwide.
21.
One speaker thought that for the first time legislation in the area of copyright
management was ahead of technological development. But another speaker questioned
whether national and/or international legislative changes would make much difference
over the next few years when commercial and technological realities were changing so
rapidly.
Action Areas
22.

The following areas were highlighted in this section:
•

In order to face the challenge posed by the Internet to existing business
models, the U.K. content industries need to rapidly develop and implement
technologies for automated copyright management system that are
international, quick and easy to use.

Legal Issues
23.
Within the UK, systems of copyright management are already in place, but
international measures are also needed. There is ongoing work on regulatory measures
and an approach to a law dealing with the basic framework. The EU’s e-commerce
directive, in parallel with the copyright and rights directive, is advantageous to the UK in
the details which it has promoted, in particular that jurisdiction is under the applicable
laws in each country, but with mutual recognition of these laws by other EU countries. In
each country judges have to ask: “have I the competence to try this case, and which laws
do I apply? Further, what standard of evidence shall I accept – and will anyone pay
attention to my judgement?”
24.
One participant pointed out that it is difficult to rely on treaties to provide the
necessary trading environment: we do not know when they will come into operation and
it is difficult to visualise how they will be implemented once they are in place. Another
participant said that any legal and regulatory measures will not be brought in before 2002.
In the intervening period, therefore, we will have to operate in an essentially unregulated
environment. It is important to ensure that the copyright and e-commerce directives
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arrive in synchrony. It is also important to ensure that enforcement mechanisms are in
place. This has not happened in the case of the 1996 treaties on anti-circumvention
devices.
Action Areas
25.

The following areas are highlighted in this section:
•

The EU e-commerce and copyright directives must arrive in synchrony

•

Enforcement mechanisms must be in place

Education
26.
It was stated that the copyright area is very difficult for the small business to
understand. It is not generally known that software published on the Internet
automatically has legal protection under copyright law. There is no need to register
software to give it protection, as there is with patents. There is a Government role here in
educating small businesses in such matters. The difficulty is to leverage a mass of small
companies, who are wholly ignorant about IPR. It is also generally true that patenting
laws and IPRs need to be better understood. For, instance it is not generally known that,
while software can be patented, algorithms cannot. Small businesses also need
knowledge of technology, not the business plans that so may advisers are keen to give. In
addition they need an evaluation of the viability of their business at an embryonic stage.
27.
A number of participants agreed that there needs to be education in how to trade
in weightless products. It was suggested that DCMS, DfEE and DTI should develop good
educational campaigns with industry associations, based on material from many sources.
This could be part of a general process to raise the level of awareness about IPR. The
general public feel that copying weightless material is not theft – because the owner is
still left with the product. IPR is a very subtle economic concept, difficult for the public
to grasp. However, intellectual property is a resource in which the UK is particularly rich
and it is therefore especially necessary to demonstrate its importance. Consideration
should be given to making the study of IPR part of the new ‘citizenship’ courses.
28.
It was pointed out that tensions between copyright versus consumer can also be
reduced through education. Consumers need to be educated that copyright is not
inherently anti-consumer. Indeed, the new technology gives great market power to
consumers. However, it may also open the way to increased control and monitoring.

Action Areas
29.

The following areas are highlighted in this section:
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•

Government Departments should cooperate with trade associations in the
education of small businesses about IPR matters

•

Government has a role in raising the profile of IPR in the general population,
particularly through inclusion of modules on IPR in the ‘citizenship’ courses
in schools.

Control and Liability
30.
The discussion moved on to consider questions of control and monitoring. It was
stated that what is needed is a system to allow service providers to pull information
together and permit creative use of information gathering. But there is also the right to
control access to your own data, which is one of the main features of the WIPO treaties.
These must be reconciled, as there is a significant niche market for the development of
specialised databases drawing on all available data. One participant said that, from the
broadcaster’s point-of-view, the market is self-defined. They must create a flexible
framework that can be developed and split down as necessary.
31.
Data protection and privacy laws in the US permit the collection of a lot of data
that permits better marketing. The Pentium 3 feature, where serial numbers are
transmitted, was discussed. It was pointed out that many people might actually welcome
the introduction of a feature that enables systems to take better account of their needs.
The development of big database can put companies into a very strong position. This is a
commercial, not Government issue. Business models have to be developed that give
companies access to the information they needed, without removing control of the data
from its original owner.
32.
It was pointed out that it is important to engage in debate about content and
intermediaries. In particular the question of who has liability for content being distributed
over the Internet. By default, some ISPs could be considered to be publishers. Many of
the difficulties may be resolved in time through the operation of the market. It is
important to avoid knee-jerk reactions, because any changes to copyright law could have
profound effects on many areas, and may require the widespread re-negotiation of
thousands of contracts.
33.
Continuing the discussion, one participant stated that ISPs are sued regularly for
matters over which they have no control. Nearly all these cases are settled out of court to
avoid adverse publicity. As a result the matter receives very little public attention and
leaves the liability issue unresolved. There is a European ‘notice and take-down’ scheme
which is working with BT and other public telephone operators, as well as ISPs.
However, there needs to be consensus on the notice and take down environment which is
not currently present. Industry practices will not work unless the liability issue has been
sorted out. The possibility of blocking a newsgroup was raised. This can be very costly
in terms of resources, possibly involving teams of people.
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Action Areas
34.

The following areas are highlighted in this section:
•

Varied systems for dealing with different types and degrees of liability for
content need to be defined.

What can the UK do?
35.
The group then discussed what the UK Government should be doing. One area in
which a particular deficiency was noted was the absence of statistics to assess the true
value of IPRs to the UK. Although the DCMS is conducting a mapping exercise, and is
talking to the statistical office, this was very partial and much more needed to be done to
provide a complete picture of the sector and its contribution to the U.K. economy.
36.
More than one participant felt that, to encourage the development of new markets,
it is vital that the UK Government must changes its attitude to Crown Copyright. At
present this is both gutless and incompatible with the Government’s own Green Paper on
access to public information.
37.
It was considered that the UK was ahead of Europe in developing and
implementing technology and in thinking through the processes that are needed to go with
it, but was being seriously challenged by the US. For instance, UK publishers already
have a process for determining and assigning legacy rights. Unfortunately, however, it is
now necessary to move from a business model based on national processes, to a wholly
different one, based on an international understanding.
38.
One participant said that, although the UK is ahead of the rest of Europe in
licensing terms, the US is well ahead in terms of its buccaneering, ‘can do’ spirit; which
says that if the customer needs something they will supply it. However, differences in
customer protection between the EU and US have also ensured that opportunities are
good here, but potentially under threat in the US.
39.
Looking to the future, it was agreed that the Internet has emphasised the difference
between objects with physical existence (‘weighted’ objects) and those that involve only
information (‘weightless’ objects). This difference raises many issues, for instance
concerning delivery and tax. The important factor is to have open standards and
interoperability. The latter point is particularly significant to the UK with the impending
proliferation here of TV set-top boxes providing potential for access to the Internet: there
will only be an increase of e-commerce which can be to the benefit of U.K. content
producers and publishers if there is intermediation and interoperability. It was emphasised
that the rules of the physical world do not apply to the weightless world of information. what is needed is vision to move through this transitional period.
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Action Areas
40.

The following areas are highlighted in this section:
•

Government must collect better IPR statistics

•

Government attitude to Crown Copyright must change

•

Open standards and interoperability must be encouraged.

Summary
41.
Summing up the discussion, Jeremy Beale of the e-commerce team drew out the
following points:
•

As information becomes the centre of the economy there will be intense
disputes and a need to work out means to resolve these.

•

IPR is vital to the UK economy

•

Traditional business models are under challenge

•

IPR itself is not a threat, but any system used to enforce it must be ‘leaky’
enough to allow market development

•

Education about IPR must be given at every level

•

Education must be given about the technologies involved, and how they can
be used. Industry can help Government with this

•

It is vital to understand that it is good, high-quality content that keeps
customers.

•

Statistics on IPR are very scarce and more resources must be put into
gathering them.

•

A vision of the content world that must be achieved is needed, with the UK at
the centre of that world.
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Seminar 3: Supporting Consumer Buying On-Line
Introduction
1.
The third of the Government and Industry Roundtable Seminars on electronic
commerce was held on 18 May at 10:00. It was chaired by Sheila McKechnie, Chair of
the Consumers’ Association.
2.
This seminar focused on how the Government can help the private sector build
sustained consumer buying on the Internet.
Summary of Action Points
3.

The meeting proposed that action is needed in the following areas:
•

the UK needs to remain ahead of the US in digital interactive broadcasting if it
is to establish a lead in the consumer-led development of e-commerce;

•

the switch-off of analog broadcasting needs to be addressed as a means for
spurring the take-up of digital broadcasting;

•

the problem of how to reach the final 5% of the population with digital
broadcasting and broadband access needs to be clearly addressed;

•

new regulations for broadcasting and interactive TV which should be
technology independent;

•

possibly merging the ITC with OFTEL;

•

negotiations over the EU E-Commerce Directive must not be decided in too
technical a context, but need to take into account consumer requirements for
access;

•

amendments to the EU’s Copyright Directive should be sufficiently flexible to
avoid creating artificial barriers;

•

enable consumers to estimate the risk of any transaction on the Internet by
providing accurate, timely information;

•

international co-operation and collaboration between consumer affairs and
policing bodies;

•

use of trusted brands engenders consumer confidence;

•

banks may be able to overcome international regulatory arbitrage through
developing effective payment services to guarantee quality and delivery for
consumer purchases from SMEs.

•

‘hallmarking’ systems could provide guarantees through the medium of a
trusted third party;
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•

need to establish a single hallmarking system that will be instantly
recognisable;

•

OFT could provide a quality code of practice, effective means of redress and
vetting for companies to ensure that standards are met;

•

trusted third parties should also offer positive facilities, giving added value to
the consumer of trusted brands to engender confidence;

•

‘walled gardens’ reduce the need for rigid Government consumer affairs
regulation;

•

‘walled gardens’ should also allow break-out to the wider Internet in order to
ensure free exercise of consumer preference;

•

self regulation is needed, rather than imposed systems of regulation;

•

‘opt-out’ principle is the best approach for balancing the restriction of
unsolicited e-mails with the need to facilitate market growth;

•

enforcement agencies should have a clear presence on the Internet that will
enable the public to contact them immediately with a complaint;

•

a matrix of controls is needed, both self-regulation and statutory;

•

hallmarking symbols should be backed by both national and international
accreditation;

•

there is a need to develop a Public Key Infrastructure (PKI) system;

•

urgent need to further develop e-cash systems;

•

Government could subsidise the installation of a PKI by using smartcards for
interactions with the public;

•

Government could ensure that all its procurement is performed using a PKI;

•

liability issues will be remedied with the introduction of a fully-featured PKI technology can control risk.

Infrastructure Issues
4.
The Chair noted two main issues of concern in this seminar. First the
communications marketplace and its fitness for purpose in respect of access and
infrastructure. Second the consumer, attitudes, regulatory structure, incentives,
opportunities and abilities.
5.
On the first issue, more than one participant agreed that the necessary
infrastructure is in place, or shortly will be in the UK. In the near future there will be
between 12 and 15 new technologies offered by between two and five competing
companies. In mobile telephony five new licences for UMTS will be awarded soon. In
addition there is now the option of digital broadcasting, both audio and televisual. In
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terms of infrastructure, the UK is in an extremely good position, and is certainly ahead of
the US in respect of digital interactive broadcasting.
6.
One participant said that the growth in UK services has been explosive, both in
terms of Internet access and availability of goods. Some participants found the
continuing debate about the success of e-commerce to be extraordinary – from where they
sit, as companies in the middle, the amount of activity is overwhelming.
7.
On the other hand a participant, who is also a user, said that the main problems
with the Internet at the moment continue to be infrastructural. It simply does not provide
to the average consumer the delivery that the front-end promises. The infrastructure is
neither fast nor robust enough - and expectations are created by the industry that cannot
be delivered by the services on offer. Why is Internet shopping so slow, as the recent
Daily Mail report said? Emotional and economic barriers still exist.
8.
Another participant argued that, despite the promises of the new technology,
assumptions on access depend on geography. There are still too many ‘black spots’ in
rural and remote areas. It is people living in these areas that would particularly benefit
from access to the on-line technology. Satellite technology could be the answer, but the
cost and size of the equipment is a problem. The cost is a particular disadvantage in that
those in remote areas are likely to be poorer.
9.
Despite the problems in particular areas, other participants said that the UK is in
an advantageous position, because our digital interactive broadcasting is in advance of
most of the rest of the world. Open (formerly BIB) will be offering free digital set-top
boxes, with a £40 installation charge. Such technology will result in a revolution in
connectivity, with consumers able to use a tool with which they are all familiar – the TV
remote-control. However, there remain issues over the switch-off of analog broadcasting
being so far in the future that there was little drive for the take-up of digital, as well as the
problem of how to reach the final 5% of the population. There are also continuing
problems with telecoms pricing - although both BT and NTL are keen to support
predictable pricing. And with new technology you can even check your bill on-line as
you are connected to the Internet!
Action Issues
10.

The following areas are highlighted in this section:
•

the UK needs to remain ahead of the US in digital interactive broadcasting if it
is to establish a lead in the consumer-led development of e-commerce;

•

the switch-off of analog broadcasting needs to be addressed as a means for
spurring the take-up of digital broadcasting;

•

the problem of how to reach the final 5% of the population with digital
broadcasting and broadband access needs to be clearly addressed.
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Regulatory Issues
11.
Participants also pointed to a number of unresolved issues concerning regulation,
particularly in respect to the way that the Internet might be displayed on a TV screen as
opposed to a PC. These have the potential to raise legal and regulatory snags that need to
be sorted out. In the new era of convergence between TV and telecommunications there
is the danger of regulatory failure. Traditional TV broadcasters could be placed at a
disadvantage unless there is flexibility in devising new regulations – which should be
technology independent.
12.
One participant raised the argument for the merger of the ITC with OFTEL. The
definition of separate telecommunications and broadcasting services has served
consumers well in the past, but is becoming increasingly difficult with convergence. This
was evident in the definition of Information Society services in the EU’s E-Commerce
Directive, but flexibility was needed and this could best be achieved by keeping content
and infrastructure regulations distinct, but under one authority. For its part, OFTEL noted
that it has no remit to deal with content – which is the province of the ITC – but did a lot
of joint work with the ITC. OFTEL is happy to live with a system of harmoniously
regulated principles; though the ITC will have to give careful consideration as to how its
present principles can be extended to accommodate the challenges of new technology.
13.
In response to this, one participant pointed out that with converged technology it
will not necessarily be clear to the consumer what exactly is being watched – whether it is
entertainment, an ‘infommercial’ or a purely marketing programme. The problem
therefore does not simply concern programme content - but extends to marketing. Indeed,
there is bound to be confusion between content regulations and other regulations.
However, it is also important that any actions taken to remove this confusion do not
distort the market. For purposes of clarity, there is a need to ensure that consumer
requirements are taken into account in the E-Commerce Directive, in particular to enable
them to trust what they are receiving. The difficulty at present lies in regulations being
made in too technical a context in Brussels, with negotiations on the E-Commerce
Directive likely to be protracted.
14.
Copyright issues are also a problem. It is possible that articles in the Copyright
Directive could be amended. If there are to be regulations dealing exclusively with these
matters they must be sufficiently flexible to avoid artificial barriers. One participant
made it clear that DTI are concerned about the creation of confusion and barriers to trade.
Action Issues
15.

The following areas are highlighted in this section:
•

new regulations for broadcasting and interactive TV should be technology
independent;
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•

possible merger of the ITC with OFTEL;

•

negotiations over the EU E-Commerce Directive must not be decided in too
technical a context, but need to take into account consumer requirements for
access;

•

amendments to the Copyright Directive should be sufficiently flexible to avoid
creating artificial barriers.

Consumer Protection
16.
As one participant pointed out, purchasing on the Web can be seen in some senses
as equivalent to buying in a shop. The security and guarantees associated with a purchase
depend on the nature of the market in which you are buying – some are more reliable that
others! However, it is undoubtedly true that scams will damage the market on the Web
as they do in the physical world. The aim should therefore be to provide an equivalent
level of protection on the Internet as is provided in the physical world. This concept
should be set as a global goal. The aim cannot be to totally eliminate risk to consumers,
but to be enable consumers to estimate the risk they are taking when engaging in any
particular transaction. Some transactions may be more risky than others – but the rewards
or savings may be consequently greater.
17.
It was noted by one participant that local authorities are often the first point of
access for disgruntled consumers. Local authority trading standards officials, the Local
Authorities Co-ordinating body on Trading Standards (LACOTS) and the OFT, working
with more than 60 law enforcement agencies in 28 countries have recently conducted a
sweep of the Internet. About 360 suspect sites were identified and, after being contacted,
were amended or removed within one month. The important principle that has been
established is that authority over a Web site must be exercised by the country hosting it.
To work effectively, this principle must be acknowledged worldwide. The EU ECommerce Directive upholds this concept; and makes co-operation and collaboration
central to the Directive.
18.
Scams in the physical world do a disproportionate amount of damage to the less
advantaged in society, said one participant. They are more likely to be tempted by bogus
bargain offers and are less able to judge the risks. It is probable that the same will be true
of Internet trading. Any scam which damaged more vulnerable people could have a
serious backlash on the whole of e-commerce. Another participant said that,
unfortunately the difficulty of dealing with rogues on the Internet is the same as that in
dealing with rogues in the physical market-place: they move around and change their
names – thus making it very hard for enforcement bodies to pin them down. The answer
must be for accurate, timely information – a feature in which the Internet excels.
Action Issues
19.

The following areas are highlighted in this section:
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•

enable consumers to estimate the risk of any transaction on the Internet by
providing accurate, timely information;

•

international co-operation and collaboration between consumer affairs and
policing bodies.

Developing Trust 1: Brands
20.
The Chair asked participants to consider barriers to e-commerce on the consumer
side, and first consumer attitudes. There is evidently a lack of trust amongst consumers
that results in failure to make full use of the new technology. Both information and
education are required, as is the need to address consumer concerns about security.
21.
In response, one participant said that, unfortunately, most regulatory bodies have
not yet caught up with the growth of Internet trading and do not know how to react.
Whilst an excellent infrastructure may be present, it would be an irrelevance if consumer
confidence evaporated as a result of the lack of appropriate mechanisms for engendering
trust. Some way is therefore needed of giving consumers the reassurance they need –
perhaps through the use of trusted brands.
22.
One participant noted that payment systems could play a role in providing
guarantees of quality and delivery for consumer purchases from SMEs. In response,
another participant noted that bank, while not international policemen, do have
internationally-known brands and internationally applicable rules. However, the law may
differ between countries, and this may create a problem of international regulatory
arbitrage. This has its echoes in the financial services industry, where a well-regulated
environment attracts money. Banks are used to risk-calculation and are therefore working
to provide effective underpinning for payment services.
Action Areas
23.

The following areas are highlighted in this section:
•

use of trusted brands engenders consumer confidence;

•

banks may be able to overcome international regulatory arbitrage through
developing effective payment services to guarantee quality and delivery for
consumer purchases from SMEs.

Developing Trust 2: Hallmarks
24.
Another participant pointed out that reliance on brands could be viewed as naïve.
In the U.K. recently, well-known financial service brands have been known to fail!
Reliance on well-known brands will potentially lock smaller, developing brands out of
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the marketplace; and, in any case, this begs the question of how trust can be built in an
unknown company. As more than one participant observed, there is an important case to
be made here for the development of ‘hallmarking’.
25.
Hallmarking systems could provide guarantees about a company through the
medium of a trusted third party. Such third parties should have the ability to develop
international co-operation through links with analogous organisations in other countries:
for instance the Consumers’ Association (CA) in the UK, with its links to the Consumers’
Union in the US. Such a scheme will be launched by the CA with legal support and the
offer of low-cost legal assistance in the event of international problems. This will enable
consumers to shop around the world with legal protection. It will also help SMEs to gain
the trust of consumers by giving them the ability to use the CA hallmark, and by offering
them a marketplace. Such a scheme should stimulate competition by enabling small
businesses to become widely recognised.
26.
Another participant remarked that what is needed is a mark that will be
internationally recognised as trustworthy. In response it was pointed out that certain
institutions such as the Financial Services Agency (FSA) could offer the prospect of
producing a seal that will be used on sites that are properly regulated. Consumers should
then be educated to look for such a seal of approval. The existence of powerful bodies
such as the FSA have the potential to give the UK an advantage in world markets for
financial services.
27.
However, as was made clear by another participant, so many companies now offer
digital hallmarks that there must be concern that they will become meaningless to the
consumer. The participant concluded that there is a need to establish a single system that
will be instantly recognisable, like the BSI ‘kite-mark’.
28.
Furthermore, as another participant said, it is important that hallmarks do not
become meaningless - like so many of the badges that traders award themselves. These
are usually a marketing tool rather than a means of providing consumer protection. To
overcome this difficulty, one participant suggested that there could be a larger role for the
OFT in providing a quality code of practice with an effective means of redress and of
vetting companies to ensure that standards are met. Moreover, hallmarks could be linked
to codes of practice that might be outlined in the DTI White Paper on E-Commerce.
However, as another participant made clear, companies need to be persuaded that there is
as much commercial advantage to having codes of practice on-line as there is to having
them in the physical trading world. For instance, there are not many US companies
offering on-line privacy, when there would be an advantage in doing so as a result of
selling a broader range of services offering added value to the consumer.
Action Areas
29.

The following areas are highlighted in this section:
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•

‘hallmarking’ systems could provide guarantees through the medium of a
trusted third party;

•

need to establish a single hallmarking system that will be instantly
recognisable;

•

OFT could provide a quality code of practice, effective means of redress and
vetting for companies to ensure that standards are met;

•

trusted third parties should also offer positive facilities, giving added value to
the consumer of trusted brands to engender confidence.

Developing Trust 3: Regulation
30.
One participant pointed out that consumers are a variable mix, and some of them
will not be able to grasp the terminology and understand the information offered by
hallmarking schemes. This vulnerable group will need additional protection. In response,
another participant said that the digital interactive TV environment will provide this
group with ‘walled gardens’ - where goods and services will be ‘bundled’ in an
environment which is safe for users. He went on to say that if this environment is too
rigidly regulated there is the danger that it could be stifled. On the other hand, as another
participant remarked, ‘walled gardens’ must also allow break-out to the wider Internet or there will be the danger that monopolies will come to control the market.
31.
One participant re-iterated the concern over difficulties with current regulatory
systems caused by the convergence of telecoms and broadcasting. It is no longer possible
to sustain different sets of regulations in these two sectors, he said. The situation is
already unsustainable, and is bigger than anything Brussels can cope with. We must get
the regulatory framework right now. If we get it right, the UK will be at an enormous
advantage internationally.
32.
Another participant responded that self-regulation is needed, rather than imposed
systems of regulation. For instance, there have been recent moves to establish codes of
practice such as the international ‘children on-line’ code. This is particularly relevant
when the current link-up of schools and colleges to the Internet is being paid for by
commercial sponsorship. Such a code will help to prevent exploitation of this vulnerable
sector.
33.
Another participant agreed that self-regulation is the best solution, possibly
supported by a hallmark that can be put on a site to give guarantees. This should be the
same internationally, but would give different assurances in different countries. The
participant went on to say that some consumer concerns are founded on
misapprehensions, for instance those concerning data protection. He pointed out that
there is no real reason why there should be a difference between data protection on the
Internet and in the physical world. The problem with data protection is that the US does
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not sign-up to it. And it is all too easy to cheat regulation on the Internet – the only way
to be caught is to stay still, and it is so easy to move around in virtual reality.
34.
For one participant, data protection is one of the many important issues connected
with marketing raised by e-commerce. Companies are failing to transfer the lessons they
have learned in traditional marketing to trading on the Internet. For instance, Plymouth
University had recently conducted a survey on behalf of the Direct Marketing Association
(DMA), in which they approached a large number of UK companies with Websites,
asking for information. Forty per cent of these companies did not respond.
35.
The participant went on to say that, in response to consumer concerns, the
international federation of direct marketing has agreed to adopt a common set of
standards. In Europe they have accepted an ‘opt-out’ principle on the matter of
unsolicited e-mails. This will be of little practical value unless the US is involved, as
90% of unsolicited e-mails originate there. European DMAs have therefore agreed with
their counterpart in the US to launch shortly an e-mail preference service. The next step
will be to ensure that companies clean their databases of those who have opted out. A
UK interface will then be set up. Acceptable databases will attach a code to messages for
forwarding, these will be passed by ISPs, which will bin all messages not carrying the
appropriate code. By this Autumn there should be an international complaints resolution
procedure established through the international standards authority.
36.
One participant said that there must be some form of redress in the event of
complaint. There will be civil law remedies, he said, but is there also a case for the
criminal law to be involved? In response, another participant pointed out that rogue
traders can be prosecuted by the law enforcement agencies. He said that these agencies
should therefore also have a clear presence on the Internet that will enable the public to
contact them immediately with a complaint. However, as another participant said, rogue
traders should always remember that the Internet is a good medium for getting revenge as the number of ‘flame’ sites, of the ‘Walmart Sucks’ type in the US, testifies.
37.
Summing up, one participant said that normal trading teaches us that consumers
need three things: access to redress; good standards; and the ability to recognise and trust
appropriate brands or logos. Furthermore, there should be a matrix of controls, both selfregulation and statutory. The problem is to bring initiatives together to ensure (for
instance) that some consistency of symbolism is achieved with both national and
international accreditation to give consumer confidence.
Action Areas
38.

The following areas are highlighted in this section:
•

‘walled gardens’ reduce the need for rigid Government consumer affairs
regulation;
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•

‘walled gardens’ should also allow break-out to the wider Internet in order to
ensure free exercise of consumer preference;

•

self regulation is needed, rather than imposed systems of regulation;

•

‘opt-out’ principle is the best approach for balancing the restriction of
unsolicited e-mails with the need to facilitate market growth;

•

enforcement agencies should have a clear presence on the Internet that will
enable the public to contact them immediately with a complaint;

•

a matrix of controls is needed, both self-regulation and statutory;

•

hallmarking symbols should be backed by both national and international
accreditation.

Developing Trust 4: Technology
39.
One participant argued that consumers do not need walled gardens or trusted
portals, which are inherently anti-competitive, or even regulations. What is needed are
proper public key cryptography methods that will allow interactions to be assured and
will guarantee non-repudiation and thus liability. Currently a number of banks are
developing a Public Key Infrastructure (PKI) system to be known as Identrust (formerly
the Global Trust Organisation). Like Visa and Mastercard, this is an open system that any
bank can join.
40.
As another participant said, the banking industry can also provide consumer
protection through its internationally-known brands by involving the use of digital
certificates and signatures, and possibly smartcards. The latter could be of great
significance in improving confidence in the system – but there are drawbacks in the UK –
where smartcards might be seen as identity cards by another name. This participant
agreed that such technologies will provide the answer, rather than regulation.
41.
However, as another participant pointed out, it is the new businesses on the
Internet that are the fastest growing, because they offer something that cannot be easily
obtained elsewhere. But it is these businesses that also have the most difficulty with
banks - which are reluctant to allow them to handle credit-card transactions. This failure
highlights the urgent need to further develop e-cash systems, such as Cyber cash or that
offered by BT, which will enable businesses to deal with small transactions.
42.
Returning to the subject of the development of a Public Key Infrastructure (PKI),
one participant said that this is a fundamental issue not properly understood by most of
those in either Government or industry. PKI technology has the potential to stop rogue
traders altogether. The major problem is one of developing critical mass. This could be
done if the Government effectively subsidised the installation of a national PKI by
pressing forward with the use of smartcards for interactions between it and the public.

44

The Government could also help by ensuring that all its procurement is performed using a
national PKI.
43.
Another participant agreed, and said that economies of scale are vital. An analogy
was made comparing the take-up of Switch and the take up of the Mondex e-cash system.
If traders will not use the system, as happened in the latter case, then it will not get
enough momentum to cheapen the technology enough to make it attractive. Card-readers,
for instance, must become available in such volumes that traders will find them simple
and cheap to buy. For the Government to encourage the take up of this technology, it has
to create a great pool of consumers who are able to trade on the Internet. This can be
done by helping them interact electronically with the Government services that everyone
needs and uses.
44.
It was pointed out that CITU is conducting a pilot with some banks in the use of
digital signatures. The next step is to ensure that payment of VAT and tax selfassessments can be made through this wholly reliable technology. There will be
discounts offered as an incentive to do this.
45.
There was a brief consideration of liability. One participant said that trust is
underpinned by liability. If it is seen that the party being dealt with has a clear liability to
ensure that business is conducted honestly then trading will be enabled.
There was also some discussion about the liability of banks under the Consumer Credit
Act. UK banks at present sometimes refuse liability for transactions that take place
outside the UK, because of lack of trust in some non-UK banks. One participant said that
liability issues will be remedied with the introduction of a fully-featured PKI - technology
can control risk.
Action Areas
46.

The following areas are highlighted in this section:
•

there is a need to develop a national Public Key Infrastructure (PKI) system;

•

there is an urgent need to further develop e-cash systems;

•

Government should create critical mass in demand for the installation of a PKI
by using smartcards for interactions with the public;

•

Government could ensure that all its procurement is performed using a PKI;

•

liability issues will be remedied with the introduction of a fully-featured PKI.

Summary
47.
In summing up, Jeremy Beale said that infrastructure is mostly meeting needs, or
will do so in the near future. However, trust and confidence are the real problems. We
need to address how business and Government can work together towards a regulatory
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framework. He felt that the DMA move towards self-regulation is very helpful, but work
in this area must be finalised. If we are able to have a workable system in the UK for
consumer protection we will be in an excellent position in relation to the US, which is
still in a state of turmoil over privacy issues. He went on to say that work needs to be
done with SMEs and industry federations, with the Government playing more of a role in
assisting in the development of self-regulatory mechanisms. It is possible that technology
can solve many problems, and that Government can subsidise the solution through the
issue of smartcards. However, Government has to be very careful of privacy protection in
connection with this, as there is a real need to ensure anonymity for the public if such a
system is used.

46

Seminar 4: Ensuring Social Inclusion
Introduction
1.
The fourth of the Government and Industry Roundtable Seminars on electronic
commerce was held on 18 May at 14:00. It was chaired by Jim Norton, Director of the ecommerce project within the Performance and Innovation Unit of the Cabinet Office.
2.

The seminar focused on:
•

confirming a shared understanding of both the potential benefits and risks
inherent in E-Business, E-Government and E-Commerce for the less
advantaged members of society;

•

considering the steps already being taken across Government and Industry to
address these issues; and

•

suggesting what further action may be required, either specifically through
Government policy changes, or through enhanced co-operation within
Government and between the public and private sectors at a range of levels.

Summary of Action Points
3.

The meeting proposed that action is needed in the following areas:
•

Attention needs to be paid to the ‘white underclass’, who are presently falling
behind in the take-up of ICT.

•

Encourage the use of appropriate locations for interaction;

•

Encourage central/local Government partnerships;

•

Identify Government-sponsored community locations;

•

Government to consider support for social entrepreneurs;

•

Government to look at long-term finance for support of IT initiatives in
schools;

•

Government to consider support of training opportunities for ‘computer
plumbers’;

•

Government to have a vision and blueprint for home access using multiple
delivery routes, including interactive digital TV;

•

Encourage the introduction of packages which offer unlimited access at a
fixed-cost;

•

Encouragement of development of e-cash systems, through the introduction of
appropriate regulatory systems to ensure protection in case of complaint;
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•

Government to support and lay the groundwork for a Guaranteed Electronic
Market System to allow potential entrepreneurs to gain access to a market and
build a reputation;

•

Government to ensure that its Websites are accessible and that its electronic
forms are appropriate and easy to use;

•

Government to consider discussing with providers a scheme of free access for
the unemployed;

•

Government to consider funding development partnerships to produce socially
valuable software and tools to assist the disabled with e-commerce;

•

Encourage adoption of best-practice by promoting the example of ‘beacon’
authorities.

Who may be excluded?
4.
The discussion opened with one participant making the point that surveys have
shown that 40% of the population cannot see the point of IT, and that these are therefore,
at least potentially, excluded from participating in e-commerce. To help improve matters,
the DTI ‘IT For All’ initiative now has 3,000 centres giving IT access at low, or no cost.
The Social Exclusion Unit has also been using IT to help to alleviate the effects of social
exclusion through the ‘Policy Action Team (PAT) 15’ initiative. This looks at how
Information and Communications Technology (ICT) can be used to tackle social
exclusion in the poorest neighbourhoods. Members of the PAT 15 team have visited
community projects, talked to potential recipients and are due to report at the end of the
year.
5.
Older people are often considered to be excluded from participating in ecommerce. However, one participant noted that Age Concern has 1,400 branches and has
been able to use these to promote the use of the Internet in a friendly, unthreatening
environment. Experience has shown that the 50+ age-group is very willing to be involved
– it is now the fastest growing group of Internet users. Ethnic minorities too, who are
often regarded as potentially excluded, have in fact disproportionately taken up the use of
the Internet. They see it as a route out of poverty. Indeed, ethnic and cultural diversity in
the UK could be a source of strength.
6.
There is a continuing need to overcome the fear of technology, especially among
the disabled. However, it is important to remember that every disabled person is different
and that flexibility is therefore vital. This has led to strategic work, particularly the
continuing development of the ‘webwise’ initiative. The main problem remains with the
white underclass. As the socially disadvantaged they will potentially suffer from further
reductions in their choice as people turn to e-commerce and in response traditional highstreet outlets close.
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Action areas
7.

The meeting highlighted the need for action in the following areas:
•

Attention needs to be paid to the ‘white underclass’, who are presently falling
behind in the take-up of ICT.

Where can interaction take place?
8.
One participant noted that the Economic and Social Research Council’s ‘Virtual
Society’ project has looked into the problem of the environments in which different
groups of people most comfortably use the Internet. Particular groups find it easier to
collectively access the Internet, for religious or social reasons. There is a ‘comfort
feature’ in being able to enter new territory with a group of like-minded people. In a
more general sense it is important to have the correct environment to encourage Internet
use in the socially excluded. There is no stereotypical model.
9.
Another participant noted that the public library network has 4,500 physical
locations which offer the opportunity to put the Internet before the public. Membership is
free and 60% of the population are members, although usage is even higher than this.
They are therefore an excellent vehicle to deliver policy on e-commerce, especially to that
sector of the population who are ‘information poor’. The public library system also has
links to the other DCMS projects such as the ‘University for Industry’ and the ‘National
Grid for Learning’, as well as the DTI’s ‘IT for All’. Furthermore, Government has stated
its intention to make national lottery money available to: train librarians; create learning
materials; and pay for infrastructure. Details of this initiative will be made public later in
the year.
10.
One participant said that, for the foreseeable future, access for the socially
disadvantaged will have to be provided in community locations. For instance, hospitals
and football clubs have been two of the most successful areas where the Internet has been
introduced to wider groups of people, and training has been provided. Schools have often
been less successful, because the groups that need to be attracted are frequently those that
did badly at school, and are thus not keen to return to the environment in which they
failed. On the other hand, as another participant pointed out, those initiatives by schools
to get parents involved with children in learning about the Internet have been helpful
initiatives. And there is a huge opportunity here.
11.
Post Offices, too can easily be adapted as places where people are given access,
said one participant. 78% of social classes C2, D and E live within 2 miles of a Post
Office. The trick is to get them out of the queues and into a position where they can
interact with the Internet.
12.
One participant said that it is important to encourage a central/local government
partnership. Local Government ought to be providing social leadership he said.
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Potentially they have a significant evangelising function, particularly where the issue fits
with their agenda., as it should do now that Local Authorities are driven by statute to
concentrate more on the community way of doing things – to the point of starting regional
assemblies. Knowsley Borough Council, for instance, is a ‘beacon’ council, and is
heavily involved with PAT 15. Other councils are much less successful at implementing
initiatives – one of the main lessons is that there must be buy-in from the local
community. It is important that beacon authorities such as Knowsley should get much
more visibility. Regional Development Authorities, too, offer a useful route in to ecommerce, especially for sustainable, long-term development of regional information
networks.
13.
Another participant noted that part of the PAT 15 project has been the community
development foundation, which has held day-long sessions to raise IT awareness in areas
of deprivation. We must also be alert to the potential of the Millenium Dome to play a
very significant part in raising awareness, as it will involve its visitors in massive
exposure to information and communications technology.
14.
It was suggested that, in any area where people are being encouraged to engage
with e-commerce, there is a need to identify a centre where the Government can help by
enabling goods to be obtained more cheaply, and where helpers can come together. It is
important to identify the correct location – and then the correct helpers.
Action areas
15.

The meeting highlighted the need for action in the following areas:
•

Encourage the use of appropriate locations for interaction;

•

Encourage central/local Government partnerships;

•

Identify Government-sponsored community locations.

How will interaction take place? 1: Leaders and Helpers
16.
One participant suggested that the role of the social entrepreneur is most
important in developing access to e-commerce among the socially excluded. There is
now a school for social entrepreneurs in south London. They need training and support if
they are to develop the skills they need, but at the moment they are not the target of the
kind of promotional activity they need from the Government. Another participant said
that what is needed is charismatic leadership, and a place for the equipment – this could
be anywhere – library, school or village hall. The character of the trainer is important - it
is vital that she or he does not alienate those that are being trained, and that therefore it is
better to have someone from within the community in which he or she will be working.
17.
The subject of IT education in schools was raised by the participant who said that
the best way to initiate small businesses is to go through kids at school. In consequence,
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the best computers in schools should be in the business and home economics
departments, not in the computer departments (not much sophistication in a computer is
needed to teach programming). Unfortunately there is also a serious skills shortage in
schools with a shortfall in staff needed to provide routine maintenance. In response. it
was pointed out that the Budget has pledged £230m over five years to train all teachers in
IT. However, as another participant said, it is not clear if the funds allocated will also
cover on-going support and maintenance. This could leave a continuing shortfall in the
ability to maintain the systems which will be installed using this money. Industry Help
Desk experience suggests that one technician is needed for every 50 computers, and funds
are unlikely to be forthcoming to pay for this level of support. Experience has shown that
the cost of the actual hardware, over its lifetime use, is only 15-20% of the total cost LEAs, on the other hand, tend to estimate the hardware costs as 95% of the total. And
problems will increase in future, as software becomes ever more complex and unreliable.
Furthermore there is the danger that inappropriate computers may be bought because of
the local education authorities’ purchasing policies. There may also be problems with
getting systems to interact over a wider area if they are purchased locally, as a result of
incompatible of software.
18.
One participant said that experience had shown that the development of
employment opportunities through voluntary work have received mixed messages from
the Government, in particular through the lack of specific support. It is important that
contributions to the community that are not through paid work are given a special place in
IT, such roles as IT plumbers and facilitators. There could be openings for new-dealers
and third-agers. There is a role for the Government in harnessing these opportunities,
which could be used, as another participant said, to address the serious skills shortage at
the lower end of the IT market. There is a real need for the ‘computer plumbers’ who are
able to keep networks running. Traditional IT skills courses do not usually address such
areas, and when they are addressed the technology used is generally out of date. On the
other hand, through the Internet, mentors can be self-selecting and trained on-line. It was
noted that formal qualifications are usually irrelevant to IT, and that any emphasis on
these for helpers would kill the concept. As an example, anther participant pointed to the
fact that AOL run community services with unpaid volunteers, who can provide mutual
support on the Web. A further example, in the US, is the Stamford law school pro-bono
service for delinquents, which is now a paying proposition.
19.
To learn to use the Web properly, as one participant said, one must spend time on
it. This is undoubtedly best done in the home environment. As noted before, training can
be delivered through the medium itself. The National Grid for Learning is an initiative of
this kind. By offering franchises for producing casework studies it could even be a
revenue-earner. One participant noted that the transition to full availability of access will
take at least 10 years. In the meantime stratification will get worse, as the availability of
broadband increases.
20.
In addition, as another participant said, there is a significant part to be played by
trade associations and others as intermediaries in helping with Internet accessibility.
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Studies have shown that 46% of training is obtained from such intermediaries, and only
23% from Government. Training, however, needs to be tailored by region and population
centre. Although, as one participant said, in remote areas there are unlikely to be any
leaders or hand-holders - and there is a lack of physical infrastructure. It is people in
remote areas, too, that are most keen to see something happen - so they can be considered
as physically disadvantaged. Continuing with the subject of disadvantage, another
participant said that we must avoid creating job opportunities only in call centres. As
well as the danger of the syndrome that advertises jobs for security guards – bring your
own uniform and dog!. We must also be careful to ensure that in future those without
their own equipment and phone line are not driven out of a job.
Action Areas
21.

The meeting highlighted the need for action in the following areas:
•

Government to consider support for social entrepreneurs;

•

Government to look at long-term finance for support of IT initiatives in
schools;

•

Government to consider support of training opportunities for ‘computer
plumbers’.

How will interaction take place? 2: Digital Interactive Broadcasting
22.
Turning to the technological aspects of e-commerce, the discussion moved to
digital, interactive broadcasting, which in the near future, as a participant remarked, will
inoculate people with the idea of on-line access. Another participant saw entertainment
as the key to ensuring that people have an incentive to use the Internet. And with digital
interactive broadcasting they will have the opportunity to interact by using the technology
they are used to – the TV remote-control. The use of TV will also have an enormous
impact on people’s perceptions. At present many are put off buying a PC, not only
because of the cost, but also because of what they see as its built-in obsolescence.
23.
The digital revolution in the home means that 50% of the population will be on
the Internet in 6 years, one participant said. However, this figure will exclude the lower
end of the market, which have previously been some of the earliest adopters of
technology such as VCRs and satellite television. Another participant pointed out that the
problem with digital interactive TV is that it will potentially limit people’s ability to
interact. It will be able to lead people in, but will not make it easy for them to go deeper.
As one other participant remarked, the development of interactive broadcasting may bring
the problem of customers being tied to particular channels, and thus suffering from a form
of relative information poverty - because they will not get full access, but rather a limited
access through portals controlled by the broadcaster. It was agreed that we need a vision
and a blueprint for home access using high bandwidth systems. It is important that the
Government cuts this cake correctly.
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Action Areas
24.

The meeting highlighted the need for action in the following areas:
•

Government to have a vision and blueprint for home access using multiple
delivery routes, including interactive digital TV.

How will interaction take place? 3: Cost of Access
25.
More than one participant agreed that there is undoubtedly a perception problem
over the cost of access. Many see it as expensive to use the Internet, although in fact the
whole basket of telecoms costs to the consumer in the UK is lower than in most countries.
OFTEL is undertaking work with Local Authorities to put price comparison in place, in
order to give the public a better understanding. The report will also promote competition
by raising public awareness about their rights and the opportunities open to them. For
instance by letting the public know about cable operators who offer free on-line time at
the weekends.
26.
On the other hand, the question of free local calls, as in the US, was mentioned as
a key differentiator between the UK and the US in the use of the Internet. On participant
pointed out that OECD studies have shown that overall the difference in telephone
charges between the UK and US is reduced, because the free local call system is
subsidised by higher line-rental charges and by higher long-distance call charges.
However, as another participant noted, use of the Internet will not increase until it is
perceived as a cheaper system - there is all the difference in the world between a cheap
system and a free one. And the most important factor in enabling effective use of the
Internet is the time which users give to it. It is simple to prove that this will be directly
related to the cost to the user - in the UK teenage children use the Internet more because
they do not pay the bills! Another participant said that BT is keen to package services
and take a much freer, market-driven approach – which will be good for rural areas.
However, it was also pointed out that nothing is really for free; the higher service charges
in the US are tough on the socially excluded. And the habit of remaining permanently
connected leads to serious congestion of the network.
Action Areas
27.

The meeting highlighted the need for action in the following areas:
•

Encourage the introduction of packages which offer unlimited access at a
fixed-cost.

How will interaction take place? 3: Payment Systems
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28.
The discussion moved on to the subject of access to on-line payment systems. On
participant said studies have shown that there are two different sorts of customer – those
that are happy to move away from the cash economy, and those that are not. The latter
are not necessarily poor managers of money, they just feel the need to have the control
that cash gives them. There are also doubts about the security of transactions over the
Internet, which are mainly perceived rather than actual problems. Perceptions need to be
changed. One participant said that the level of numeracy is not necessarily low in the
‘unbanked’. Many are excellent money managers, but they need the degree of control and
transparency offered by cash. This group has been polled as to the type of system they
would see as replacing cash, and the closer it looks to cash the more they like it! Another
participant said that there are a number of barriers to customers wanting to purchase from
small businesses on the Internet - and these are mainly imposed by banks. Security
concerns continue to cause problems, one site has recently prevented the purchase of
software by customers using a free e-mail account, because of the lack of identification
that such an account poses.
29.
The Chair asked how the socially excluded can be made an interesting market to
the Banks. The response was that effectively this is not possible. It was pointed out,
however, that there exists a network of 19,000 post offices which could work in
collaboration with the banks in this market. Costs and ease of access would be
significantly reduced and increased respectively by the use of smartcards, although this
would add to fears of loss of control. Another participant noted that one problem is the
level of numeracy in the unbanked. The Bank of Scotland have attempted to develop an
account that will deal with this problem. However, those who require this account have
difficulty in getting to first base – they are unable to complete the application form, and
the account has therefore not been a great success!
30.
One participant pointed out that bank branches are closing and the entire system is
moving to a credit based economy. In his opinion, this is not satisfactory - we urgently
need an e-cash system to enable those without credit cards or bank accounts to engage in
e-commerce - and to facilitate low-value transactions. The urgency of this is illustrated
by the recent meteoric rise in mobile phone connections, 95% of which are for pre-paid
mobiles. The pre-paid mobile is the way of reaching the 5% of the population with no
credit facilities – essentially they are an e-cash system. One participant said that, to date,
e-cash trials have been failures, mainly because the presence of yet another means of
conducting transactions confuses consumers. But also because not enough traders could
be induced to invest in the appropriate technology – a critical mass could not therefore be
achieved which would enable the price of the technology to descend to a point where it
was affordable. It might be possible to solve the problems by the use of mobile phone
technology – similar to that used for pre-pay phones. Although, as one participant
pointed out, mobile phone coverage is by no means universal. Another participant said
that one of the biggest drawbacks to e-cash systems that have been tried is the lack of
redress for customers in the event of complaint. Existing regulatory frameworks do not
cover small transactions, and e-cash offers plenty of opportunity for scams. Similarly
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consumer protection over the purchase of unfit or unsafe goods may be missing with ecash systems.
31.
Another solution may be the development of community saving and barter
schemes. These could be greatly assisted through the development of cyber-trading local
systems, such as those envisaged by Wingham Rowan in his Guaranteed Electronic
Markets (GEMs) proposal. GEMs might be adapted as a context for potential
entrepreneurs to build a reputation, Government could support this and lay the
groundwork.
Action Areas
32.

The meeting highlighted the need for action in the following areas:
•

Encouragement of development of e-cash systems, through the introduction of
appropriate regulatory systems to ensure protection in case of complaint;

•

Government to support and lay the groundwork for a Guaranteed Electronic
Market System to allow potential entrepreneurs to gain access to a market and
build a reputation.

How will interaction take place? 4: Government Action
33.
The Chair said that letting 1,000 flowers bloom is a good philosophy, but is there
anything that the Government can do to assist the process? In particular in facilitating
access for those with disabilities, many of whom are unable to achieve anything like full
access as a result of deficiencies in Web design. One participant replied that the Web
accessibility consortium is addressing this area. It was also pointed out that interaction
with websites, at present primarily visual, could become audible in future. There is an
opening for new technology and new market opportunities here.
34.
The discussion turned to the problem of accessing Websites, particularly by the
partially-sighted. The RNIB has published guidelines on this, which were distributed to
participants. 72% of people with sight problems have enough vision to be able to use
conventional software with appropriate modification such as special icons and big
visuals. In more general terms, the design of Government websites is very variable,
which in itself can cause a lot of confusion in the minds of the public. A web
harmonisation group for Government websites is currently working on this problem, and
guidelines will be published in the Autumn. It is also vital to ensure that appropriate
services are made available as the means of access are installed. One participant said that
surveys have shown that over half of Which? members are unable to programme their
own video recorders. Technology must therefore be simple and easy to access. This
should also apply to any forms issued by Government.
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35.
Another participant said that the way to get the unemployed engaged with the
Internet is through the medium of entertainment. He suggested that there is a need for the
Government to talk to providers to see if there is any way of providing free services to the
unemployed that will encourage them to interact.
36.
It was pointed out that there are many developments that will help the disabled:
including voice instructions in kiosks, video-conferencing for the deaf and gesture
interfaces for the dumb. All these are technically possible, but there are problems with
the economics of their development. In addition, there are patterns of multiple exclusion
and very high costs in developing robust solutions tailored to individuals. For instance it
costs £500 to buy software for voice control, that costs £20 for the same functionality
when keyboard controlled. Many SMEs have developed technological solutions, such as
text readers, but they do not have the capability to make those solutions more widely
available. Development costs could be Government funded.
37.
One participant remarked that there is a problem with ethnic communities over
languages – search engines do not usually offer a translation in the languages used by
ethnic minorities. But the solution may be available outside the UK, for instance in India.
In this area too there is the need for a partnership between local and central Government,
possibly to share the risk with potential developers of socially valuable software.
38.
In conclusion, as one participant said, delivery of IT can be seen as analogous to
the development of the delivery of clean water in the last century. First it was piped to
communal areas such as bath-houses. Only later was it delivered direct to homes.
Another participant said that it is important to take the dis- out of disability -more
opportunities exist that we might think.
Action Areas
39.

The meeting highlighted the need for action in the following areas:
•

Government to ensure that its Websites are accessible and that its electronic
forms are appropriate and easy to use;

•

Government to consider discussing with providers a scheme of free access for
the unemployed;

•

Government to consider funding development partnerships to produce socially
valuable software and tools to assist the disabled with e-commerce.

How will interaction take place? 4: Spreading Best Practice
40.
It was said by more than one participant that problems are being tackled locally,
but there is the danger of re-inventing the wheel if best practice is not shared. The
problem with letting 1,000 flowers bloom is that there will be duplication of effort. The
danger of this (in addition to the waste of resources) is that people will be frustrated if
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they are asked to go through the same process several times. Having to go to a number of
similar, but slightly different systems will confuse and alienate the public. It is therefore
vital to spread best practice. It was pointed out that some Local Authorities are very
good, those ‘beacons’ such as Hertfordshire, or Rutland - where there is the intention to
get everyone on line. However, it is a case of joining-up a number of separate initiatives
in order to make the networking work. The use of bulletin boards to share best practice
was discussed. In general this is not very successful. For instance, the DTI have such a
bulletin board for their ‘IT for All’ partnership, but it is very poorly used. In general,
participants agreed, such closed communication systems are not the right way. The DTI
and DfEE, together with the Local Authorities, are using the Information Age Partnership
to get the message of best practice across.
Action Areas
41.

The meeting highlighted the need for action in the following areas:
•

Encourage adoption of best-practice by promoting the example of ‘beacon’
authorities.

Conclusion
42.
In conclusion, the Chair said that one reason for the PIU e-commerce team’s
existence is the PM’s concern that clear messages clear messages received from industry,
consumer and voluntary groups were not perceived being acted upon. This was certainly
the case in the area of e-commerce and social inclusion. The Chair undertook to ensure
that the messages received in the Seminar will get through to those that matter. He
assured the participants that the PM and Ministers genuinely do care!
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Seminar 5: Providing Effective Government On-Line
Introduction
1.
The fifth of the Government and Industry Roundtable Seminars on electronic
commerce was held on 25 May at 10:00. It was chaired by Anne Lambert, Deputy
Director of OFTEL.
2.
The seminar focused on how the Government can best get Department services
on-line by drawing on the work of CITU and HMSO, and the experience of the private
sector.
Summary of Important Points
3.

The meeting highlighted the following points:
•

Departmental finance sections need to become more business-orientated.

•

Departments need to have a central integration group for e-commerce with
smaller sub-groups in appropriate work units.

•

A single point of access is needed to Government information that is also
capable of directing customers to appropriate locations.

•

A channel strategy is needed that is driven by what is being delivered.

•

Co-ordination between central Government Departments and local
Government needs to be strengthened to avoid duplication of effort.

•

A channel strategy requires a clear overarching roadmap for development, and
budgets allocated according to business processes (rather than on a
Departmental basis).

•

Government needs to concentrate on developing user-friendly, attractive,
customer-oriented Websites.

•

Government Website design is best developed in partnership with private
enterprise.

•

Crown copyright rules need to be clearly set-out and well-publicised within
Government as well as to the public.

•

Basic “what?” and “how?” information should be made available free.

•

Specialist information should be made available at a price reflecting costs.

•

Public/private partnerships need to be initiated as the best means for adding
value to Government information.

•

A central branding strategy for marketing Government information is required
to ensure quality control and integrity of data and privacy protection.
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•

Best value sought through electronic data exchange.

•

A single PKI strategy is needed for the most effective development of on-line
Government.

•

Automation of the procurement supply chain within Government and between
Government and its suppliers needs to be implemented.

•

A single Government electronic register needs to be established for personal
data.

•

The PIU e-commerce team should look into the following:
- getting basic information from local Government;
- delivering a local brand for police and local authorities;
- standardising Government websites, including opting-in on privacy;
- developing Government portals.

•

Government needs to publicly emphasise that protection of privacy of
individual data is its aim.

•

Government needs to introduce a public smartcard for identification purposes
in dealing with Government.

•

Government must aim for transparency in its dealings with the public, with an
explicit opt-in scheme for the sharing of data between Government
Departments.

•

Government could usefully focus on seven key business and individual ‘life
episodes’ in relation to structuring channels of information and access.

•

Government needs to provide a multiplicity of electronic access routes.

Experience of Government Departments
4.
The Chair asked representatives to outline the challenges faced by Government
when implementing e-commerce programmes in their Departments. One participant said
that the problem is that Government e-commerce covers the entire spectrum from simple
information to fully interactive systems (such as the payment of tax). The approach of the
Government’s Central IT Unit (CITU) is to ensure that electronic government provides an
incentive to Departments, encouraging and motivating them to develop new ways of
delivering services, such as joint enterprises with industry to provide packages of benefit
to the public. CITU also aims to ensure that measures are cross-cutting so that initiatives
both within central and local Government, where appropriate, can be joined together.
5.
A non-Government participant noted that experience in his company had shown
that e-commerce is best delivered as an alternative to existing services by an entirely new
unit, rather than as evolving from within existing services. There is an obvious issue for
Government here, as it moves from traditional patterns of interacting with the public into
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new electronic services. There are also problems that are peculiar to Government; to take
the example of the Government Secure Intranet (GSI): this has been very much slower
and more difficult to implement, because of the importance of producing a clean and
secure system.
6.
The Patent Office had found that change is customer-driven, not IT-driven, said
another participant. They are also facing significant competition from Europe. In their
experience, too many link-backs to traditional business skills are needed for it to be
realistic to have an entirely new unit to deal with electronic business. However, a
separate central enquiry unit has been set up. There have also been difficulties with the
way in which the old finance section functioned in the new environment; it has been
necessary for them to become more business-oriented in order to deal with on-line
transactions. Electronic business can make other significant changes to the nature of the
work. For example, the Patent Office found that conducting design searches was tying-up
expert resources and, as a result of increasing demand, slowing down delivery in all areas.
The solution has been to make design searches discretionary. All UK registered designs
have been place on the Website and these can be searched by potential customers at their
own discretion. Customers can also see if the Patent Office has made a mistake and
report it accordingly.
7.
Another Department recounted its experiences of setting up of both a
Departmental Website and a commercial Website with assistance from a major computer
company. The problems encountered were: lack of finance; lack of willingness of
Departmental staff to be involved; and continuing changes in the technology. The most
significant problem, however, was a lack of technical expertise within the Department
and, more generally the ‘risk-averse’ culture of Government. In their experience it is
important to have a ‘ginger group’ promoting change, but there is an issue over where in
the organisation this should be situated – centrally or in the unit which will be doing the
work? The danger is that the view taken will either be too broad or too narrow. It is
therefore best to have a central integration group and smaller groups in appropriate work
units. Again, expertise is the defining factor in providing control and discipline.
Significant Points
8.

The meeting highlighted the importance of the following:
•

Departmental finance sections to become more business-orientated.

•

Departments have a central integration group for e-commerce with smaller
sub-groups in appropriate work units.

Challenges Facing Government 1: Channel Strategy
9.
One participant noted that the effort needed in policy making is a significant brake
on Government attempts to modernise. It requires a huge effort of co-ordination, and
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adequate resources are not usually available. Another major drawback is that the
Government has such a huge multiplicity of services and so many business locations.
Unlike industry it does not have the option of selling off peripheral businesses and
concentrating on core areas.
10.
The participant pointed out that it is vital for new channels of communication
between Government and public to be put in place. For instance, consider the interaction
between a member of the public and Government when he or she moves house: the
information must be supplied to many different Departments. There is no consistency of
approach in how different Departments receive or handle the information. The need for a
single channel is obvious. But how is this best done? Is the model of having a new,
entirely separate, unit responsible the best for Government? Or would it be better to have
a unit in each Department responsible for co-ordination with other Departments? Then
there is decentralisation policy, which may be seen as running counter to this principle.
11.
Another participant said that, on the other hand, experience shows that a single
point of Government access is not necessarily a good idea, as different customers have
different requirements and this will determine how they want to interact. This is
particularly true of specialist customers services such as those offered by the Patent
Office, as compared with generalist customers of other Government information services.
The demand for a single point of access can therefore be questioned. However, it should
be possible to manage a single reference set with different customers being directed to
different channels. The difficulty is to steer the customer to the appropriate channel.
12.
As another participant pointed out - public perception is important. The public do
not understand that there may be several companies under a single brand-name. They
will find it frustrating to have to give the same information several times to different
companies that are part of the same group. Similar perceptions apply to Government.
However, sharing data in this way raises significant privacy issues [these are dealt with
later]. As another participant noted, the problem has been that each Department has
developed its own channel in isolation. How do we now ensure that these all reach the
same, common market? As we are aware, there are limits to the co-ordination that is
possible.
13.
In response to this, a participant said that the Government’s channel strategy needs
to be clarified. Government should also think about what data it needs to share between
Departments, and what needs to be held by individual Departments. Businesses are
thinking about there channel strategy in these terms, and Government must do the same.
Another participant said that the channels should fall into place if a holistic view is taken.
It is important to understand who you are trying to reach in order to achieve a road-map
for the way forward. Channels should be driven by what is being delivered, rather than
vice-versa.
Significant Points
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14.

The meeting highlighted the importance of the following:
•

A single point of access is needed to Government information that is also
capable of directing customers to appropriate locations.

•

A channel strategy is needed that is driven by what is being delivered.

Challenges Facing Government 2: Co-ordination
15.
One participant pointed out that there is a discrepancy between information that is
required and what is available. The problem is that all information is currently contained
in different silos. A clear roadmap is needed to determine the degree of co-ordination
needed. Although some mapping is already taking place, this may be inadequate as the
same things are being re-invented in several different places. Another participant agreed
that the need for co-ordination is therefore obvious; but there must also be flexibility to
allow Departments to develop innovative solutions that suit themselves.
16.
The meeting was informed that moves are afoot to increase the co-ordination of
central and local Government through the ‘central and local Government Information Age
forum’. This will also examine a channel strategy, with the aim of determining what is
the best channel for particular services in terms of locations such as libraries and post
offices.
17. The danger of duplication was again emphasised. One participant pointed out that he
was aware of four separate projects delivering services to business in the DTI. There
needs to be some co-ordination to avoid conflict.
18.
At present, said a participant, there is a co-ordination problem connected with
budgets. These are at present managed by individual Departments; for an effective
channel strategy, by contrast, a system is needed whereby budgets are tied to particular
business processes under some overarching roof. This structure must be underpinned by
good electronic services and an unobtrusive infrastructure of controls. However, such a
roadmap is not yet defined, nor is the end destination, concluded the participant.
Significant Points
19.

The meeting highlighted the importance of the following:
•

Co-ordination between central Government Departments and local
Government needs to be strengthened in order to avoid duplication of effort.

•

A channel strategy requires a clear overarching roadmap for development, and
budgets allocated according to business processes (rather than on a
Departmental basis).
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Challenges Facing Government 3: Presentation
20.
As one participant noted, the Web is a good way for Government to present a
single face to the public through the use of common branding. However, for this to be
done effectively, it demands better design as well as co-ordination of the architecture.
Another participant raised the privately-developed ‘upmystreet.com’ as a good example
of how Government information can be presented to the public in a way which is
appropriate and easy to access; bringing together into one place much of the information
that the public wants to know. As a participant pointed out, this initiative indicated the
importance for the Government of concentrating on producing the right interface –
possibly in co-operation with a non-governmental partner.
21.
It was noted that HMSO are keen to assist SMEs such as ‘upmystreet.com’ by
making it easier for them to obtain all Government the information they need from a
single place. However, there are problems with this. If everything goes into a central
database, where should this be located? How should it be managed, and who should be
responsible?
22.
Another participant said that often people do not go to Government sites to get the
information they want, because the sites are too hard to find and the information is so
badly displayed. Instead they go to ‘upmystreet.com’, illustrating the importance of a
simple, well-produced front-end. Several other participants countered that there are, in
fact, large numbers of hits on Government sites: 90,000 each month on Patent Office and
1,000,000 each month on HMSO. On the matter of requirements, one participant stated
that SMEs need to have a single, unitary system that will enable them to deal with their
National Insurance, Tax and VAT in one place. They also need to be able to get answers
to questions out of office hours in the evenings and at weekends.
23.
In connection with the Modernising Government White Paper, it was pointed out
that CITU is currently working on a document identifying milestones. This will be issued
in the summer, together with an implementation plan for the White Paper. In the
document there is a commitment to frameworks for the use of different technologies, and
it should also address the problem of branding. A report on monitoring the 25% targets
will be published very shortly. This will illustrate the very great differences between
Departments in their take-up and achievements.
Significant Points
24.

The meeting highlighted the importance of the following:
•

Government needs to concentrate on developing user-friendly, attractive,
customer-oriented Websites.

•

Government Website design is best developed in partnership with private
enterprise.
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Challenges Facing Government 4: Crown Copyright
25.
The discussion moved on to examine the question of Crown copyright, and of the
uses to which Government information can be put. Crown copyright tries to set
guidelines and limits to which official information can be put. Essentially it is a badge
from central Government, and is therefore a form of branding. The aim is to increase the
use of Government information and access to it. HMSO attempts to make as few barriers
as possible to the use of Government information, whilst not interfering with the position
of individual Departments. There are issues over how information is transferred, and
guidelines exist to encourage the coherency and consistency of how information is used.
26.
One participant emphasised that, because there are hundreds of Departments and
Agencies, it is important to balance the need to have good public service delivery with the
responsibility the Government has to the tax-payer that such delivery should not waste
resources. The problem with increasing access is that Government has to work within the
status quo. Pragmatism is therefore vital to the free movement of information, which
should be restricted only by the need to ensure accuracy in matters of fact. It is therefore
vital that material is used as published. In regard to the question concerning restrictions,
it was noted that overall rules exist for licensing the use of information, but that the
decision as to availability rests with the Departments that originate the material.
27.
One participant argued that a business and pricing model issue arises in regard to
geographic maps, as the small volume of business means a high price per individual item.
With a lower price it should be possible to move to a higher volume. In response, it was
pointed out that national mapping data is a very complex and difficult area – and is an
exception to the basic rules on Crown copyright. However, it was also pointed out that
people tend to look at ‘silo’ issues of this type and forget that Government publishes an
enormous range and volume of material.
28.
In speaking of an actual experience of trying to get access to Crown copyright
materials, one participant said that, when putting together the data for ‘upmystreet.com’,
only 50% of the Departments who were asked for permission bothered to respond. About
half of the responses were positive, the other half were impenetrable! This showed that
there is a lot of confusion about Crown copyright, not only on the part of the public, but
also on the part of Government itself.
29.
One participant said that having to pay to obtain copies of legislation is farcical.
Legislation has already been paid for by the tax-payer, and it should be made freely
available to ensure that the public can become familiar with the law. Issues exist,
however, concerning the cost of supplying information and questions over the further use
which will be made of it.
30.
Speaking of another experience with Crown copyright, another participant
reported that the information service provided by the Post Office had been a success.
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Eleven central Government Departments and several local authorities had taken part, the
only problem being with the Treasury over Budget matters. However, the process for
obtaining the information was not easy or clear, and there was a stipulation that
information must appear in full. There are also significant problems with photographs,
where the controls are confusing and difficult.
Significant Points
31.

The meeting highlighted the importance of the following:
•

Crown copyright rules need to be clearly set-out and well-publicised within
Government as well as to the public.

Challenges Facing Government 5: Payment for Services
32.
One participant noted that, although business is just beginning to get there in
terms of e-commerce, it is three to four years ahead of the Government. One of the main
problems is an issue over charging and reproduction. In the view of the participant, the
principle should be to start free and then to justify costs. In the experience of the Patent
Office, answers to initial questions, such as “what is…?” and “how do I…?” should be
provided free. This included questions about the legal status of patents. In the past this
was only done on a fee-paying basis. Now, however, the service is free, because the
information is available on the Internet. But control had to be retained, as a liability issue
existed. Technical content will be charged for if it has to be printed or reproduced in
some way.
33.
In the opinion of the Patent Office, value-added services, such as the production
of databases structured for use by particular sectors, should always be left to the private
sector. Another participant noted the important part that the private sector could play in
providing value-added services - for instance, in collating information about Government
contracts and publishing these in appropriate places.
34.
One participant pointed out that experience has shown that delivery of electronic
services adds a layer to the cost-base, because it does not necessarily replace existing
channels. Departments had to ask themselves if delivering information into the public
arena was a way of delivering a service or of generating revenue; if it was the former then
the question of additional costs had to be addressed. This is particularly so as the Internet
is global and the UK tax-payer is therefore subsidising the provision of information to
those outside the UK. There must therefore be a clear view about what is being
publicised, and who may be reading it.
35.
There is an urgent need, it was argued, for planning applications to be made
electronic - particularly on the part of SMEs. Applications currently appear to be
unnecessarily expensive, but the cost could be significantly reduced if they were dealt
with electronically. Another participant noted that access to Government information
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could be paid for either through a user-tax or an increase in Departmental budgets.
However, there is a difference between the type of specialised information required by
particular interest groups, and the public-interest information required by the general
public. The former should be catered for on value-added sites, which would charge for
the value added.
36.
In summary, the Chair noted the presumption that basic information should be
free. Electronic delivery can add costs, although consolidation of delivery to channels
will minimise these. However, costs could be recovered through charging for added
value in order to avoid increasing the burden on the tax-payer.
Significant Points
37.

The meeting highlighted the importance of the following:
•

Basic “what?” and “how?” information should be made available free.

•

Specialist information should be made available at a price reflecting costs.

•

Public/private partnerships need to be initiated as the best means for adding
value to Government information.

Incentives for Government and Business
38.
It was argued that all the challenges faced by Government could be fixed if the
incentive to do so were present. One participant pointed out that, in a private company the
incentive is that something will either make money, or it will go bust! However, the same
incentive is obviously missing in Government. And finance departments can fail to
understand the importance of what is being done. Problems also exist with the lack of
expertise and the slowness of Government policymaking. Essentially, Government is like
a conglomerate without a marketing strategy. It needs to develop both its brand and a
single strategy, though not all people will wish to conduct business with all Departments,
and there is also the problem of maintaining privacy.
39.
One participant noted that the Inland Revenue has limited scope for transactions
on line, although it can gather the information it requires. The incentive was to deliver a
better mechanism quickly and to get the money flowing in! But there questions arose as
to the provision of a user interface for citizens: this would be used only once a year by the
majority of people. Should the Revenue develop this itself, or should it rely on a service
provider? There are a number of service providers who would like to develop such an
interface, to integrate with their own existing financial packages. However, it is
important that the development of such an interface should not undermine existing
services.
40.
Continuing the question of competition and Government services, another
participant pointed out that, although there is no direct competition, there are other
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drivers: for instance the need to make the UK a more business-friendly location in
competition with other Governments. Improving business efficiency is also a driver, as
electronic delivery costs one tenth of traditional forms.
41.
Applications are also needed for electronic business systems, said one participant.
For instance, an electronic certificate used for paying tax could also be used for export
business in Europe, producing savings in costs. Because the Internet is open to everyone,
there should be practical versions of those Government application forms that everyone
needs to complete readily available.
42.
A participant said that what is needed is a single Public Key Infrastructure (PKI)
across the country, to give interoperability for digital signatures and certificates. There
must be central co-ordination and strategy in this area. In Finland there is a national
initiative on PKI, and all Government Departments use the same digital certificate.
43.
One participant raised the question of how government services could be made of
practical value by being designed to fit the seven key life-episodes of individuals. These
were identified in the Modernising Government White Paper as follows: leaving school;
having a baby; becoming unemployed; changing address; retiring; needing long-term care
at home; and bereavement. Some of the most common problems in dealings with
Government identified in relation to these episodes were:
•

Having to give the same information more than once.

•

No obvious help in navigating the system.

•

Lack of integrated information.

•

Minimal use of new technology.

Another participant said that similar problems are encountered by SMEs and that a
similar initiative should be taken to identify equivalent episodes in the life of a small
business.
44.
The Post Office welcomed the Modernising Government White Paper. The Post
Office wants to reduce its costs in providing services to citizens, and also to provide
consumer choice – allowing both modern and traditional ways of doing business.
However, it was pointed out that there is potentially a conflict between what the
Government wants in terms of lowest prices from suppliers and its requirement to give
citizens the best possible service.
45.
Another Government incentive, identified by one participant, was the need to
ensure the best use of resources. For instance, it was important to make sure that people
who are good at making judgements use their skills for that purpose, while other
processes in which they might be engaged are automated, and particularly customer67

oriented processes such as instantaneous feedback. Reduction in costs is a big incentive to
Government as well as to industry - this can be done very effectively by automating the
supply chain, especially in the defence procurement sector.
46.
Another participant said that best value is also a good incentive. There is now a
statutory obligation on local authorities to deliver this. But competition is also important
as a driver towards best value in Government purchase and delivery. Competition is also
important in connection with social inclusion and exclusion. Electronic data exchange
reduces the need for written material, but cannot do this significantly until all sectors are
able to access services electronically. For the development of services for ethnic
minorities, for instance, competition between local authorities can be a useful incentive.
However, there is a danger of re-inventing the wheel, and single-solution approaches
could be valuable, particularly in reducing costs for SMEs.
47.
One approach suggested for overcoming the need for the public to have to fill–in
multiple registration forms is for the Government to utilise “cookies”. The public could
register once at a particular site, for instance using an NI number. Thereafter they could
fill-in pop-up boxes by pointing and clicking. Sites that hold personal information could
notify the individual by e-mail, for instance when a tax form is due. All an individual’s
personal data could be held in one site, and individuals could decide for themselves what
subset of the data they wished to use.
48.
One participant asked how individual Departments are to be encouraged to drive
for e-commerce. The response was that finance and revenue will be balanced against
service and delivery. Public Service Agreements and targets will need to be established,
and there will be a requirement to achieve full cost recovery.
49.
The Chair summarised by saying that there needs to be a congruence of goals and
incentives. Looking at an individual Department’s goals, the need to achieve the 25%
target must be balanced against other objectives in order to achieve the best value. Ecommerce is in competition with other means of delivery. If it gives a more attractive,
better service, then demand for it will grow. However, there will be an access problem
for the socially excluded.
Significant Points
50.

The meeting highlighted the importance of the following:
•

A central branding strategy for marketing Government information to ensure
quality control and integrity of data and privacy protection.

•

Best value sought through electronic data exchange.

•

A single PKI strategy for Government for developing on-line Government.

•

Automation of the procurement supply chain within Government and between
Government and its suppliers.
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•

A single Government electronic register for personal data.

Consumer Trust, Service Reliability and Privacy
51.
On the question of privacy protection, one participant said that it was important
for the Government to demonstrate that this is an aim, not an obstacle. The dealings that
the public has with Government are not wholly voluntary and it obtains information under
statute, which imposes special rules. One of the restrictions imposed by the principles in
the Data Protection Directive effectively means that the Government cannot develop a
single database for all the information that it holds about an individual. Another of the
principles concerns fairness. From a practical point-of-view this means that there must be
openness about the data held, and individuals must be given the opportunity to object.
52.
This participant went on to say that privacy statements on Websites in the US are
now the subject of consideration by the Federal Trade Commission. From a small
number in the recent past, an increasing percentage now carry such a statement. Standards
are being worked towards either at a legislative or an implementation level, using new
technology standards such as PPP. However, the US depends largely upon self-regulatory
mechanisms, for which privacy enhancing technologies are a useful adjunct. These
design privacy and transparency into a system and thus encourage trust by the public.
53.
Another participant expressed concern about the public not knowing what is
happening in Government delivery of electronic services - education in this area is vital,
as there is currently a huge problem with public awareness. For example, Post Office
research has shown that citizens are not aware of how central and local Government fit
together, and with agencies such as the police.
54.
One participant raised the privacy problem that exists over identification. He
suggested that this could be solved by the use of smartcards. Furthermore, the
Government is in an excellent position to drive this forward. Another participant raised
doubts about this from the civil liberties point-of-view. Any Government scheme must
not only be completely transparent he said, but must also offer the facility to opt-in. The
concept was put forward by another participant that, in submitting data to Government,
the public should have the ability to opt-in to sharing some or all of that information only
with certain named Departments (as appropriate).
55.
However, another participant argued that trust also involves a balance of risks.
For instance, most people would probably trust the Government if there was also good
privacy. The issue is that the public will do business with the Government electronically
if the attractiveness of this outweighs their concerns. It has been demonstrated with the
use of credit cards over the telephone that trust and security considerations go to the
bottom of the agenda if people feel that they are getting really good benefits.
Significant Points
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56.
In summary the Chair said that the PIU e-commerce team should look into the
following:

57.

•

getting basic information from local Government;

•

delivering a local brand for police and local authorities;

•

standardising Government websites, including opting-in on privacy;

•

developing Government portals.

The meeting also highlighted the importance of the following:
•

Government education of the public that protection of privacy of individual
data is its aim.

•

Government introduction of a public smartcard for identification purposes in
dealing with Government.

•

Government must aim for transparency in its dealings with public, with an
explicit opt-in scheme for the sharing of data between Government
Departments.

Adding Value to Security & Privacy Protection
58.
One participant said that a Public Key Infrastructure would come into existence in
late 1999, offering electronic signatures and encryption. He pointed out that this is a
profoundly important step for the delivery of services. Another participant argued that, if
we have to focus somewhere, it should be on the competitiveness of the UK - this can be
achieved through the Government acting as an exemplar, because it is such a huge player
in terms of its procurement and the interaction it has with the public. It must set a good
example to SMEs.
59.
It was emphasised that the delivery of good service will overcome residual trust
problems, but that the principle of informed consent is vital. A voluntary national identity
smartcard system would also be vital for the development of joined-up Government.
Through this, access could be raised to about 50% of the population in 5 years. As a
result, social exclusion would become an even more important issue, particularly in light
of the lack of bank accounts. Concentration on the provision of a multiplicity of access
routes would therefore be important.
Significant Points
60.

The meeting highlighted the importance of the following:
•

Government concentration on seven key ‘life episodes’.
70

•

Government providing a multiplicity of electronic access routes.

61.
In conclusion, the Chair said that two key message to emerge from the seminar
were that:
•

Government must become more co-ordinated

•

Success in delivering Government services on-line will depend on their
attractiveness.
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Seminar 6: Establishing a Leading International Presence
Introduction
1.
The sixth of the Government and Industry Roundtable Seminars on electronic
commerce was held on 25 May at 14:00. It was chaired by Peter Agar, Deputy Director
of the CBI and Chairman of the Alliance for Electronic Business.
2.
The seminar focused on how the Government can help U.K. business gain a
leading international presence on the Internet.
Summary of Important Points
3.

The meeting highlighted the following points:
•

The factors determining international success are:
- the tax regime;
- a critical mass of companies;
- a good infrastructure;
- the right skills and;
- an appropriate regulatory framework.

•

Interactive Digital TV has the potential to open an era of greatly enhanced
demand.

•

There is a need to improve the range of home-delivered goods.

•

Need to introduce smartcards for proof-of-identity purposes.

•

Need to address access fees and bandwidth availability.

•

Self regulation with light Government intervention.

•

Convergence of telecommunications and broadcasting regulation.

•

Across-the-board review of legislation.

•

Government encouragement of internationally recognised ‘best practice’ selfregulation.

•

Nationally recognised hallmarking standards.

•

Encourage development of smart agents and intermediaries.

•

Move to a national public-key infrastructure for secure e-commerce.

•

Government to consider funding the upgrade of JANET.

•

Government to make small-business related forms available on-line.
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•

Early moves to resolve digital signature issues.

•

Greater private and public sector co-ordination both nationally and locally.

•

A single Minister to be responsible for the co-ordination of e-commerce.

International Challenges
4.
The Chair opened the debate by asking what needs to be done to enable UK
companies to grasp the challenge of e-commerce in order to enhance their business. One
participant responded that it is necessary to look at where the most successful ecommerce facilities are located around the world and to determine what characterises
their success. For instance, about ten years ago, electronic publishing organisations began
setting up in the US; however, those that were successful later moved to other countries.
On the other hand, London is currently a world-centre of electronic trading using
traditional Electronic Data Interchange (EDI) methods. The factors determining this
success are: a critical mass of companies; a good infrastructure; the right skills and; an
appropriate regulatory framework.
5.
Another participant agreed that the determinant of success is the correct interplay
of a number of factors, of which he identified three: the tax regime; the regulatory
structure; and the infrastructure, including the infrastructure available for providing the
right sort of training. Expanding on the question of the regulatory framework, the
participant said that this should be clean, fast, easy to understand and with a structure that
is chosen by the participants (this could be a mixture of self-regulation and Government
regulation where appropriate). Another participant agreed, he cited the example of the
Intellectual Property Rights (IPR) regime in the US, which is more attractive than that in
Europe, because of the greater degree private sector self-determination of licensing.
However, he acknowledged that it is important to strike the correct balance between the
needs of business and protection of consumers, who need to be able to have redress for
problems when things go wrong.
6.
A participant from a prominent IT company said that UK businesses were
increasingly asking his company for advice on e-commerce. However, at present 5/6th of
e-commerce in Europe continues to be done by US companies, although the UK takes its
fair share of the remaining 1/6th. Another participant felt that the success of the US is
largely a question of infrastructure. He pointed out that in Washington 98% of
households are permanently connected to the Internet. Another participant agreed that
infrastructure is at the top of the list of problems. The main distinguishing factor between
the UK and the US is the absence of unmetered local telephone calls in the UK. One
participant said that another problem with telephone tariffs in the UK is their
unpredictability. On the question of infrastructure, another participant said that, in his
opinion, capacity in the local loop is not a serious issue, nor is speed of access. The
choice of means is more important, what it come down to is the user asking: “what’s in it
for me?”
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7.
Another participant took a somewhat different view. He said that although
potential demand, and therefore opportunities, are huge, there is currently a significant
deficiency in supply in the UK. The reasons for this are probably social and geographical.
In the UK there is great investment in the ‘bricks and mortar’ side of the retail system,
which is not true of the US. In the US many people are physically unable to obtain goods
– especially those of a more specialised nature – because there are no appropriate retail
outlets nearby. It was agreed by another participant that geographical isolation could well
play a significant role in the take-up of the technology in Sweden and Finland, as well as
the US. There is possibly also a cultural problem in the UK, said one participant. This is
demonstrated by a lack in the UK of the willingness and enthusiasm to embrace novelty
that is part of US culture. Another participant argued that UK consumers could embrace
novelty when market conditions and marketing strategies were right. For instance, the
recent rapid take-up in mobile phones shows what can be done if the correct marketing
strategy is used
8.
Yet more challenges were identified by another participant. At present, he said,
there is a lack of capacity to meet e-commerce demand in the UK. Blue-chip and
international companies have begun to rise to the challenge, but the UK does not have the
volume of classic Internet start-up companies it should. And medium-sized enterprises
do not appear on the radar-screen. However, there is very little the Government can do
about this – the market will have to drive it. The role of the Government will be to
minimise obstacles when the market does move.
9.
Another participant pointed to the consumer aspects that need to be addressed.
Those who are not already on the Internet need to be given a compelling reason to get on.
Take up is not necessarily a problem, but many people have no compelling reason to use
it. For example, with small businesses, 10% of them use the Internet, but find it difficult
to see how the services they offer can be effectively marketed. How do we move on from
where we are now? Finally, one participant reminded those present of the huge southern
sector of the world, where it is vital that the UK identifies emerging markets.
Significant Points
10.

The meeting highlighted the importance of the following:
•

The factors determining international success are:
- the tax regime;
- a critical mass of companies;
- a good infrastructure;
- the right skills; and
- an appropriate regulatory framework.
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Achieving Critical Mass
11.
One participant agreed that the UK is a long way behind (say) Finland in
achieving a critical mass of Internet users. He alluded to the meeting that took place in
1900 of the numerical monitoring association - they saw a huge problem with no
signposts. The situation is analogous today with the Internet. The Internet, however, is
market-driven and it is unclear how far it should be seen as a ‘common good’ and thus
receive support from the Government. Despite the problems another participant said that
the UK is an important location - currently UK is Motorola’s second biggest customer,
because it is a world leader in the take-up of telecommunications. This will be vital in
building critical mass.
12.
Another participant said that Interactive Digital TV (IDTV) has the potential to
open an era of greatly enhanced demand, which will work towards achieving critical
mass. This new technology will give businesses a channel to a whole new on-line
market. It is up to UK industry to rise to the challenge. For many businesses, it was
stated, if they are not on-line within five years they will be out.
13.
One participant estimated that when IDTV is operational it will probably account
for at least one-third of all e-commerce transactions in the UK, as it will permit businessto-consumer mass-marketing. IDTV will offer a service that is attractively presented, will
build on trusted brands and give consumers both protection and the ability to conduct
secure transactions. Free digital set-top boxes (with a £40 connection charge) will be
offered by Christmas 1999. These will enable consumers to interact using a TV remotecontrol-type handset. So far the UK leads the world in the introduction of this
technology. A problem remains with the limited range of goods that can be homedelivered.
14.
Another participant pointed out that once the technology finds its way into homes,
for instance by the way it will be used. He cited the example of smartcard readers. At
present there is little call for this, but if the consumer could be persuaded of its value for
proof-of-identity purposes, there would be volume reductions that could cause the
technology to reach critical mass. The prize will be to the person who gets in first with
the most.
15.
Other important factors were also raised. For instance, cost counts, particularly to
the end-user as an active and ongoing participant - and here it is important to look at the
equation of access fees and bandwidth availability. Another participant noted that access
speed is also going to be critical to retailers, as well as to the promotion of security.
Experience has shown too that the market needs to be constantly fed with new enterprises
– as the dominant players will not remain so for long – hence timing is crucial.
Significant Points
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16.

The meeting highlighted the importance of the following:
•

IDTV has the potential to open an era of greatly enhanced demand.

•

There is a need to improve the range of home-delivered goods.

•

Need to introduce smartcards for proof-of-identity purposes.

•

Need to address access fees and bandwidth availability.

Regulation
17.
One participant said that there needed to be some benchmarking of the UK’s
regulatory structure. For instance, he was concerned over the forthcoming Electronic
Commerce Bill. This seems to be another instance of lack of clarity in the Government’s
thinking. Another participant agreed that business-to-business transactions must be
regulated in such a way as to ensure that they are not penalised or disadvantaged.
18.
Another participant said that, while the UK is best placed in Europe both in terms
of its telephone network and of IDTV, self regulation with a light Government
intervention makes sense. At present, said the participant, the UK is tearing up the rule
book in the telecommunications industry and the convergence of telecommunications and
broadcasting makes the different regulations for these media increasingly irrelevant. In
the end it is the services that are offered which are of importance, not the transport
mechanisms. The most important contribution that the Government could make would be
to get rid of the worst regulatory excesses and to put in place a light regulatory regime.
Interoperability should be “regulated” by non-traditional standards bodies, which will
consider the alignment of telecommunications and broadcasting.
19.
It is important that regulation is proportionate to the need, said another participant.
Public confidence can be destroyed by failures of self-regulation, it is therefore important
to have proportionality between imposed- and self-regulation. Another participant said
that the International Chambers of Commerce (ICC) supports successful self-regulation
rather than legislation, because self-regulation is so much more flexible and able to adapt
much more quickly to the constantly changing environment of the e-commerce world. It
is much easier to achieve industry consensus on standards than to negotiate international
treaties. In the opinion of another participant, a matrix of controls is necessary and, to
support this, it is vital to conduct an across-the-board review of legislation. Both
businesses and consumers want certainty. At present it is lack of certainty that reduces
scope for action and leads to the prevalent ‘wait and see’ attitude.
Significant Points
20.

The meeting highlighted the importance of the following:
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•

Self regulation with light Government intervention.

•

Convergence of telecommunications and broadcasting regulation.

•

Across-the-board review of legislation.

Trust
21.
One participant pointed out that, as part of any root-and-branch review of
legislation, it will be necessary to look at hall-marking and the contribution that this can
make to the concept of accreditation and trust. In this area, the participant felt, the UK
can provide an international lead. Another participant agreed that there are currently
industry-wide, non-regulatory standards, such as TrustE in the US. These should be
brought to Europe and adopted as an objective benchmark standard. A participant
referred to the ICC Electronic Commerce Project (ECP), which aims to create global trust
in electronic trade transactions by defining best business practices for the digital age. One
of the elements of the ECP is the General Usage for Digitally Ensured Commerce
(GUIDEC); this sets out harmonised rules and definitions for the use of electronic
identification techniques. Since November 1997 it has been widely recognised as among
the first truly global pieces of business self-regulation for electronic commerce. The
participant recommended that the UK Government should encourage the use of this
standard within UK businesses. Another participant agreed that urgent action needs to be
taken by putting in place state-of-the art best practices. If the UK fails to do this, the
participant said, it will either end up with a highly prescriptive German model, or a US
model that favours US business.
22.
Another participant said that the UK is not taking steps to provide a transparent
privacy service and furthermore that it is missing the opportunity to take up the challenge
of services such as TrustE and its like. Such schemes should be in operation in the UK –
in the US they are already generating critical mass, and thus playing their part in
developing a virtuous circle of consumer confidence. Agreeing, another participant said
that trustmark or kitemark systems backed by good standards is vital to the development
of e-commerce. At present there are far too few privacy statements on UK Websites.
However, another participant said that the DMA has initiated a project that is heading
towards a code of practice and a kite-marking scheme. This will be most important for
SMEs as it will lead to better competition. The DMA is on course to provide a code that
will be accepted by both marketing and consumer groups. Another participant pointed
out the importance of the European Union’s EMERITUS project in this context. On a
similar, related topic, another participant said that a resource base is needed for the
development of smart agents and intermediaries which potentially have a huge role in the
development of information traffic. All industry has a problem with managing
information, he pointed out
23.
Another participant alluded to the danger that pre-occupation on trust tends to
increase anxiety as it focuses on potential commercial disasters. The result may be the
adoption of bright technological solutions that are not properly thought through, such as
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the introduction of the identification number that was transmitted as part of the operation
of the Pentium III chip. However, as was pointed out, there are very many trust services
currently run from London on standard EDI systems, with great reliability. To the
companies that use these services, the Internet does not seem to be a good replacement.
In general, the UK has its own infrastructure already in place for most business-tobusiness services.
24.
Another participant said that a good way to encourage use of the Internet is for
there to be a national initiative to move to an infrastructure for secure e-commerce. The
current use of a large variety of different public keys and secure operating standards is a
big problem. According to another participant the answer is to encourage the use of
equipment which is capable of identifying different electronic signature systems and
adapting itself accordingly
Significant Points
25.

The meeting highlighted the importance of the following:
•

Government encouragement of internationally recognised ‘best practice’ selfregulation.

•

Nationally recognised hallmarking standards.

•

Encourage development of smart agents and intermediaries.

•

Move to a national public-key infrastructure for secure e-commerce.

Government Action
26.
One participant said that the Government can play a key role in promoting
interoperability for different public keys, as it has a massive procurement requirement.
The participant cited the example of the development of the ARPAnet, which led to the
Web. For instance, he said, the Government could fund the upgrade of JANET to superJANET. The Government could also mandate for its own procurement business a set of
standards that are not bespoke – leading to a national PKI.
27.
Another participant said that there is a role for Government in ensuring that forms
needed to register a small business are readily and simply available on-line. This will be
a major motivator for small businesses, as it is potentially a way for them to make
savings. If the UK Government moves into e-commerce in a big way, this would give a
clear signal to small businesses and would aid in creating a helpful environment. It could
also assist in the move towards ‘joined-up’ Government. The tax discount proposals in
the Budget for on-line tax submission could be a significant incentive. However, issues
around digital signatures and primary legislation need to be sorted out.
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28.
Although the Internet facilitates the movement of information and money, there
remains a serious problem with the movement of goods, said a participant. We need
consistent international standards in connection with incoming goods. The Government
can make a significant difference through the simplification of customs and trade
regulations. For example, at present it takes the completion of 37 separate documents in
order to export goods into Africa. Another participant agreed that a lighter touch with
codes of practice is definitely needed.
29.
Another participant noted that e-commerce cuts across both business and
Government and that it is imperative that both sectors work together in developing wholly
new ways of organising themselves. In the Government’s procurement role, there is
urgent need for greater consultation with business, and efforts to ensure that there is
dissemination of best practice between Government and business. Groups of SMEs can
be used as signposts or exemplars/role models said another participant.
30.
One participant made the point that there must be more reliance placed on the new
devolved system in the UK. The new Devolved Authorities are likely to be more
successful in their own regions, as they will have the degree of flexibility that is
unavailable to central Government. Local Government too is sizeable in terms of the
amount of business it transacts and can take a lead. In response, a participant said that
CITU is now actively involved in developing a framework for greater public and private
sector co-ordination both nationally and locally.
31.
However, a consistent mission and vision statement from central Government is
missing said one participant. Another agreed that many people are confused and
bewildered by the variety of existing approaches, and that it is therefore essential for
Government to put in place a straightforward policy framework. The problem is that
there is a disconnection between grappling with the policy issues and what is actually
happening in the real world - where the essential connection must be made. To help with
this process, more than one participant agreed that there should be a single Minister
responsible for co-ordination in the area of e-commerce.
Significant Points
32.

The meeting highlighted the importance of the following:
•

Government to consider funding the upgrade of JANET.

•

Government to make small-business related forms available on-line.

•

Early moves are needed to resolve the digital signature issues.

•

Greater private and public sector co-ordination is needed both nationally and
locally.

•

A single Minister to be responsible for the co-ordination of e-commerce.

79

Summary
33.
Jeremy Beale of the e-commerce team summarised the discussion. He made the
following points:
•

The UK is establishing an international lead in digital interactive TV, which
potentially has the power to establish take-off of consumer-led e-commerce.
This also enables the UK to gain world technological leadership in this area,
and provides a platform for international exports.

•

However, a potential contradiction existed within the regulatory environment
for businesses trying to develop e-commerce services on digital TV between
the liberal approach to telecommunications and more highly regulated
approach to broadcasting content.

•

A new look at the structure of fixed as opposed to variable communications
tariffs might be needed to encourage the development of e-commerce. A fixed
rate allows a much greater degree of predictability and thus gives confidence
to users of the system for the purposes of e-commerce – though this raises
questions of social equity and revenue streams for operators vis-à-vis voice
telephony.

•

Though a cultural problem exists for e-commerce in the UK in relation to the
general distrust and slow take-up of novel media, this could be overcome by
the Government establishing the right market structures, and the private sector
finding the right marketing strategies.

•

The UK has a unique potential for establishing international leadership in the
export of electronic trusted services - that are neither over-controlled or too
uncontrolled - based on existing strengths in the City of London.

•

An important role exists for central Government vis-à-vis local Government
and the Devolved Authorities which needs to be more fully worked out,
particularly in identifying ways in which they can work in partnership together
with the private sector.
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List of Seminar Papers
The following papers were contributed for discussion at the Seminars:
Seminar 1
•

Regulating the Internet - pitfalls and possibilities. By Andrew Miskin – Director of
Management Consulting, CSC. Director of Management Consultancies Association Think
Tank.

•

Developing Clusters and Networks in the UK’s E-Commerce Supply Sector. By DTI.

•

Background paper by the Inland Revenue and HM Customs & Excise.

•

Policy Interest In Electronic Commerce. By OFT.

•

Background paper by OFTEL..

Seminar 2
•

Background paper from DCMS.

•

The UK Electronic Content Industry. By DTI.

•

Evaluation of the IMPRIMATUR Business Model.

•

The role of intellectual property. By the Patent Office, DTI.

Seminar 3
•

A Data Protection Perspective. By David Smith, Assistant Data Protection Registrar.

•

Background paper by the DTI

•

Background paper by the LGA and LACOTS.

•

Background paper by the Inland Revenue and HM Customs & Excise.

•

Background paper by OFTEL

Seminar 4
•

Background paper by the DTI

•

Background paper by OFTEL

•

The role of the Public Libraries IT Network. By DCMS
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Seminar 5
•

Providing effective Government on –line – the HMSO perspective.

•

Public Service Agreements and Electronic Government: paperby HM Treasury

•

Background paper by the Inland Revenue and HM Customs & Excise

•

Providing Effective Government On-Line: The Experience of the UK Patent Office

•

Background paper on the Wales Information Society Project.

Seminar 6
•

Trustworthiness. By FGB Aldhouse, Deputy Data Protection Registrar.

•

Background paper by the DTI

•

Background paper by Philip Virgo, Secretary General, EURIM

•

Background paper by the Inland Revenue and HM Customs & Excise

•

Background paper by the Patent Office.
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Sectoral workshop 1: Telecommunications

Introduction
1.
This workshop provided an opportunity for senior figures in leading telecoms
operators, service providers and equipment vendors to answer the Government’s
challenge “Is the telecoms industry ready to play its part in making the UK the best
environment for e-commerce by 2002”. The workshop was facilitated by Analysys.
2.
The workshop concluded that the market will provide adequate solutions to access
issues (cost and quality). The government can help foster user trust and understanding
through standards setting and acting as an exemplar, but should otherwise keep
intervention to a minimum.
3.
The discussion arising from the four workshop sessions is summarised below - all
quotations are from the participants, but Chatham House Rules apply.
Detailed discussion
Tariffing and Access
4.
The following comments were made concerning access as an enabler of ecommerce:

5.

•

there is no problem with fixed line penetration, which is at 94%;

•

tariffs are falling fast due to competition;

•

‘smart’ mobile phones make innovative e-commerce services more accessible
and there is a strong indications of sizeable demand for bundled mobile data
services (£2 per month for unlimited access);

•

the ‘Modernising Government’ White Paper is a “catalyst and a frame of
reference” for e-commerce; and

•

banks and retailers are becoming less “reticent” in taking up e-commerce
opportunities.

However, there were a number of suggested constraints to e-commerce access:
•

the regulatory environment inhibits tariffing flexibility – “the challenge is for
the government to live with virtuous bundling”;
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•

“traditional (i.e. time-based) tariffing paradigms are increasingly
inappropriate” ;

•

the cost of terminal equipment is an issue: PC plus modem penetration is only
15%, leased lines within Europe more expensive than for comparable
distances in the USA, upgrading to third generation mobile handsets will be
expensive, existing mobile e-commerce (‘m-commerce’) servicesare limited
and expensive (10p-25p per item delivered); and

•

access is only apparent in niche markets (e.g. education). There are
geographical inequalities in access and a misleading focus on consumers –
85% of e-commerce is business to business.

Architectures and cost structures
6.

7.

1

Many positive comments were made about architectures and cost structures:
•

new technologies are optimised for data:
- IP and ATM in the core network; and
- xDSL, cable modems, broadband wireless in the trunk network.

•

operators’ self-interest will continue to drive roll-out – “the push towards
suitable architectures is unstoppable”;

•

new entrants, unencumbered by legacy networks, use competitive advantage to
pressure on incumbents to upgrade their networks;

•

there is a “healthy diversity of architectures and cost structures”; and

•

Government has inherited a sound competitive framework for commerce
generally.

However, some remaining constraints were suggested:
•

existing circuit-switched networks will not survive the ‘data-wave’;

•

the regulatory assumption that incumbents and new entrants have common
cost structures means that there may be a “disconnect between cost and market
price not good in the medium term”;

•

there is a risk that the market may fail to ensure interoperability – “is the
NICC1 process sufficient?”;

*NICC – National Interoperability Consultative Committee
84

•

there is a pre-occupation with PC-centric models – “set top boxes or mobile
terminals may be the way to achieve ubiquity”; and

•

vested interests may lead to “inertia and complacency” e.g. failing to prepare
for alternatives to the dial-up, circuit-switched business model.

Connectivity – fixed or mobile
8.
Fixed and mobile solutions were argued to be complementary, users were
suggested as basing their selection on the application required and their circumstances at
the time of purchase.
9.

Mobile solutions offer a high level of convenience:
•

compact, portable terminal;

•

personalised, location-specific services;

•

device authentication of transactions;

•

15 million subscribers – “critical mass”; and

•

1 million packet messages a day.

10.
Fixed solutions support high-bandwidth services: “interactive, video-based ecommerce services will require a minimum data rate of 384kbit/s”.
11.
However, there are issues around security (the promised level of security
determines operator liability), certification (competing standards and agencies confuse
users) and existing mobile operators’ ability to offer high-bandwidth services “limited by
UMTS spectrum allocation policy”.
E-billing and customer care
12.

E-billing was argued to have demonstrable benefits:
•

faster billing data collection and delivery;

•

lower processing costs ($1 saved per transaction); and

•

increased customer satisfaction

13.
It is efficient and cost-effective, which is particularly critical for SMEs, the drivers
of UK growth, is a good method of increasing familiarity with, and confidence in, ecommerce.
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14.
The Finnish and Canadian governments set a solid example in e-billing. Some UK
departments also innovating e.g. Customs & Excise.
15.
However, there is cultural inertia in government and low consumer confidence in
innovative payment methods (only 50% take-up of direct debit).
16.
Moreover, SMEs are reluctant to adopt new technology unless immediate impact
on the bottom line is visible. Assurances that it is “good for business” will not convince
them, they need an incentive.
17.

Finally, Europe’s legal/regulatory framework was argued to be lagging the USA.

Conclusions
18.
There are three principal barriers to e-commerce take-up in the UK: access (cost
and technology); trust; and understanding.
19.
The Government should act as an exemplar, ensure an integrated approach and
minimise social exclusion.
20.
However, telecoms is a mature, fully-competitive market which does not require a
high level of regulatory intervention. The capacity is there, new technologies are being
rolled out, the players are forward-thinking – whatever the demands, the sector will be
ready.
21.

15.

Specific recommendations for OFTEL included:
•

focus on removing specific local or national bottlenecks;

•

investigate leased line prices;

•

examine whether the differences between cost structures and retail tariffs have
the potential for introducing instability into the market;

•

recognise ‘virtuous’ cross-subsidy through bundling may foster take-up; and

•

reduce notification periods for new tariffs and services from three months.

Specific recommendations for Central Government included:
•

exercise a light regulatory hand;

•

undertake measures to increase customer confidence e.g. approving a range of
certification algorithms or providers;
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•

act as an exemplar in the adoption and use of services;

•

support and foster the industry-led introduction of international standards; and

•

investigate changes to the tax regime to encourage e-commerce transactions.
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Sectoral Workshop 1: Retail Financial Services
Introduction
1.
A Government and Industry Sectoral Workshop on electronic commerce and
retail financial services was held on May 13 at 10am. The workshop was facilitated
by Ernst and Young and co-ordinated by Lisa Thomas from the e-commerce project
within the Performance and Innovation Unit (PIU) of the Cabinet Office.
2.
The aim of the meeting was to understand the barriers to the uptake of ecommerce in retail financial services and to develop recommended actions that could be
taken to address any barriers. The meeting followed a number of one-to-one meetings
which had been held with participants prior to the meeting.
3.

The meeting was divided into four sections:
•

an introduction to the Performance Innovation Unit and the e-commerce
team;

•

an introduction to e-commerce in retail financial services;

•

a discussion of the key barriers to the uptake of e-commerce in retail
financial services; and

•

the development of actions that the group believed should be taken to
address the agreed barriers.

4.
The following note records comments made by participants during discussion
under Chatham House guidelines i.e. comments were recorded, but not attributed. Whilst
these comments have informed the work of the PIU team, the team does not necessarily
agree with them all. A list of the participants is attached at the end of this report.
Summary
5.
An introduction to the PIU and the workshop was given by Professor Jim Norton,
followed by an introduction to e-commerce and retail financial services, provided by
Ernst and Young.
6.
The group largely agreed with the barriers to e-commerce uptake that had been
summarised by Ernst and Young as a result of prior one-to-one meetings with
participants. Barriers were agreed to fall within four areas under consideration by the
PIU: access, understanding, trust and regulation.
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7.
Those present at the meeting agreed that the key action areas that should be taken
to address barriers were:
•

increased investment in infrastructure and more access points to increase
access;

•

increased investment in infrastructure;

•

Government as exemplar, increased promotion of e-commerce activities
and a challenge to business CEOs to develop understanding;

•

establishment of standards and possibly a UK “trademark” to promote
trust;

•

a review of current regulation, which does not currently consider or
facilitate e-commerce; and

•

a set of follow-up meetings were agreed to pursue some of these areas
further.

Detailed Notes
Introduction to the Performance Innovation Unit (PIU) and e-commerce team
8.
Jim Norton, the Director of the e-commerce team in the Performance and
Innovation Unit gave an introduction the PIU and the work of the e-commerce team. He
made the following main points:
•

The role of the PIU is to improve the effectiveness of Government policies,
their implementation and service delivery mechanisms, working with
Departments and others on cross-cutting and innovative projects.

•

Its aim is to provide the Prime Minister with a project-based capacity to
identify and address major strategic challenges and public policy problems
and more specifically, to:
− evaluate the performance of existing policies, programmes and
delivery mechanisms; and
− promote innovative solutions that improve the effectiveness of policy,
the quality of services and the responsiveness to users’ needs.

•

Each PIU project has a Ministerial ‘sponsor’ and a ‘Steering Group’ of senior
officials and private sector executives. The project’s final report is presented
to the Prime Minister via the PIU Steering Board.

•

The role of the e-commerce team is to identify how to make the UK the best
environment for e-commerce by:
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−
−
−
−

taking a strategic overview, aligning the many initiatives across
Whitehall;
providing early recommendations on any areas requiring immediate
legislative action;
recommending a programme of action, defined in terms of legislative,
international negotiation and social/business process change; and
defining and recommending a systematic programme of monitoring
and economic analysis.

•

The e-commerce team is building on other Government initiatives such as the
DTI e-commerce consultation and bill, the DTI Information Age Partnership,
the EU e-commerce and other directives, the Trade and Industry Select
Committee hearing on e-commerce.

•

This particular workshop is important in developing and understanding of
barriers to e-commerce and what actions the government should and should
not take in a sector where the UK has historical strength and where ecommerce is having fast impact (see figure 1). The workshop complements
other high level seminars and analysis being conducted by the team.

WHY RETAIL FINANCIAL SERVICES?

Size/ speed of
e-commerce
growth in
industry

Retail
financial
services

Fast

Slow
Weak

Strong

Traditional UK
position
Figure One
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E-commerce and retail financial services
9.
Brendan Mullany gave an overview of Ernst and Young’s perspectives on ecommerce and retail financial services (see sub-annex one).
10.
Jonathan Charley from Ernst and Young gave the group a preview of Ernst and
Young’s 1999 “Technology in Financial Services” survey results.
11.
A summary of the one-to-one interviews, which covered the perceived main
barriers to the development of e-commerce, was distributed to each attendee (see subannex two).
Barriers to the uptake of e-commerce in retail financial services
12.
The barriers to the uptake of e-commerce in retail financial services were
discussed in three break-out groups. Discussion built on prior one-to-one interviews
described above.
13.
At the end of the day’s discussion, it was agreed that the major “themes” being
discussed by the group could be grouped under the umbrella headings of access,
understanding and trust, which were underpinned by the regulatory framework.
Therefore, the rest of this discussion is organised under these headings.
14.
Relating to “access”, social exclusion itself was argued to be a barrier for ecommerce in retail financial services. If the Government pursues a strong line on social
exclusion, it was argued that it cannot complain if companies do not get on with ecommerce – “companies cannot afford to develop e-commerce if they need to keep their
branches open”.
15.

The following barriers to “understanding” were put forward:
•

Educating the public: “we should put Internet connections in bookies, where
people will use them”.

•

Political certainty for businesses: “the lack of certainty around EMU ties up
resources for banks…If the Government is serious about promoting ecommerce, then it must act more decisively”. Some of those present
questioned whether the single currency was such a big issue, suggesting that
the banks should manage the uncertainty. However, the retail banks in
particular felt strongly that they were in a very difficult situation as they could
not commit resources as they did not know if and when the UK would commit
to EMU - “banks don’t want to make two sets of changes at once”.
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•

The Government role: Government has a key role to play to develop
understanding by making its own services available electronically.

16.
The main barriers that were suggested under the theme of “trust” are outlined
below:
•

Customer confidence: it was argued that it is important for customers to have
confidence in e-commerce and to know who they are dealing with. “Trust”
issues are not currently being adequately addressed by any Government.

•

Trusted third parties (to deal with payments): these were considered by the
group important in the past but are even more important now and in the future
when there will be less face-to-face contact. Visa and Mastercard were
suggested to have done a lot of good work to develop trusted payment
systems, but there are alternative ways of delivering payments that banks may
prefer to use.

•

Money laundering: two physical sources of ID are currently needed to open up
an account on the Internet.

•

Pornography: the Government was suggested to have a role in making the
Internet “safer” for surfers and particularly children;

•

Speed of movement: it was suggested that things need to happen now - esignatures are not yet accepted even though their associated costs make up
half the cost base for insurers.

17.
It was strongly argued by all groups that there is a need to address problems with
the “regulatory underpinning” for e-commerce. The following main barriers were
suggested:
•

Incorporation of e-commerce into the regulatory framework: some key
regulations currently ignore e-commerce e.g. the PIA “rule book”. The FSA is
currently writing a new regulatory summary, which is still based on
“traditional” processes. Others regulations are also a legacy of past processes
e.g. the 1922 Insurance Act for IB collection - “we need a level playing
field”.

•

Product harmonisation: the banking group felt that there was need to
harmonise product rules as banks are now selling into 15 national markets,
each of which has different conduct rules, making it hard to deliver products.

•

Government role: the Government has a role to play to prevent new
monopolies being created e.g. over access charges.
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•

Government response-time: Government needs to move quickly, but green/
white/ pink/ blue papers currently take 4-5 years to be processed.

•

Cross-border taxation transparency: the US price for hardware is half that in
the UK.

Actions that must be taken to address barriers
18.
Lisa Thomas from the e-commerce team introduced the discussion on
Government actions by outlining some actions that Government is already taking and
giving an overview of the types and dimensions along which the Government could act
(see sub-annex three).
19.

Various suggestions were made to increase access, as follows:
•

More access points: SMEs cannot afford infrastructure, but a lot of “old”
technology is thrown away by larger companies. Could we re-use technology?
For the public, Internet libraries are good but people who go in libraries are
perhaps not those who would benefit most. Could school PCs be used during
evenings? Promoting digital TV was argued to be key to increasing access.

•

Increased budgets: Government could decrease corporation tax by 0.5p to
invest in e-commerce and provide an infrastructure. It was argued that we also
need a budget for on-costs of technology in schools.

20.
To develop understanding of e-commerce, the group recommended the following
actions:

21.

•

Government as exemplar: the Government should market what it does do
better i.e. promote understanding of its own initiatives in e-commerce and
promote understanding in business of the current situation. For example, all
companies should know what the VAT regime is and should be aware of the
budget recommendations on e-commerce. The Government could set up a
website with FAQ and send e-mails to update companies on new initiatives.

•

Increased promotion of the Internet: the Government should address the
public Internet image. Although the BBC is doing this to some extent, the
Government should lead by example, focusing on transactional areas such as
car tax and the DVLC (which will also reduce Government costs)

•

Challenging business: the Prime Minister should ask CEOs what they are
doing in e-commerce and why, to ensure that they are personally brought up
to speed on the issues.

To develop trust, the following actions were recommended:
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•

Develop standards: the Government should get moving with digital
certificates and develop standards to address security concerns. It was argued
that standards are particularly in financial services, where companies do not
have credibility.

•

Ensure secure transactions: Telcos ask banks to partner in new initiatives,
because of the consumer trust in their ability to deliver secure transactions.
Therefore, financial services companies may have a role to play in handling
secure transactions.

•

Potential for a UK trademark: the UK should attempt to turn potential
“barriers” into strengths, against which the UK could compete overseas. For
example, the Data Protection Act could be seen as a protection or strength
rather than a barrier. A UK “trademark” could be created to sell the benefits of
“regulated or protected in the UK”. In order to achieve this, the Government
should first look at where a trademark could work and benchmark its position
against other countries. It was suggested that the private sector may provide an
alternative route to developing a trademark, but some felt that a private sector
solution may not address the need for an underwriting and coordinating role.

22.
To ensure a regulatory underpinning for e-commerce, the following
recommendations were made:
•

As a principle, the Government should not get in the way by over-regulating
e-commerce. Regulation should not be abolished but should be positive and
constructive so that Government does not end up driving business off-shore.

•

However, we may need to take a clean sheet of paper in retail financial
services to get a level playing field for e-commerce. Current regulations are
based on history, but do not protect the consumer and develop trust. The
Government should also consider that actions such as the removal of PEPs
(now replaced by ISAs), and their tax advantages, may result in money going
overseas to Schwab.

•

We need to ensure competition over the ownership of the “pipes” for ecommerce. Cable TV licenses must be opened up after a number of years. We
also need to prevent media monopolies – the “walled garden” could be
monopolistic and the Government needs to take a look at this.
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Next steps
23.
It was felt that the success of any Government-industry workshops such as this
could only be measured by the extent to which recommendations were implemented. It
was agreed that the Government should ask all the participants back in six months to see
what has actually been achieved.
24.
It was felt that much of the discussion had only begun to scratch the surface of
some of the issues. However, there was strong feeling that continued dialogue was
worthwhile and therefore a number of follow-up meetings were agreed, each to be
chaired by a member of the workshop:
•

Specific issues faced by new entrants: 4 June, chaired by Kevin Revell
(Head of E-commerce,Virgin Direct)

•

E-commerce and the regulatory framework: 9 June, chaired by David
Russell (FSA)

•

The potential for a UK plc trademark/kitemark: 10 June, chaired by
Margaret Smith (Director, E-commerce and Development, Legal & General)
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Sub-annex one: Impact of e-commerce on retail financial services
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increasingcomplexity
complexityofof
finances
finances

Technology and Infrastructure
•

Integration of technologies

•

Supporting total value chain

!
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Financial Services: Change & Opportunity CABINET
There will be a C change in the first decade of the new millennium

OFFICE

The New
Millennium
CONVERGENCE
Successful providers
deliver propositions in
a way most convenient
to the consumer phone, Internet, TV,
Worksite

CONVERGENCE

COMMODITISATION
Simplicity of process
drives simplicity of product
in a CAT-type environment

… of suppliers to create
consumer solutions.
Greater emphasis on
strategic partnerships

CONSUMERISM
Global customers with
greater expectations &
empowerment

CUSTOMISATION

COMMUNICATION
CONSOLIDATION
… continues across the
FS market and beyond ...

Increased speed of
communication increases
customer service
expectations

CORPORATION

Technology enables
greater customisation of
proposition by individual
customer

….. strong brands
dominate

!

Barriers to FS eCommerce in the UK

CABINET
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Industry Dynamics
Security & Privacy
Technology & Infrastructure
Legal, Regulatory & Fiscal
Territorial
Social

!
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signatures and digital certificates

" 1923 Insurance Act - re collection of cash payments door -to-door

" Uncertainty over government vs self regulation

" Contractual questions - suppliers, custom ers and employees

(Peter Mandelson)

" “Competition wherever possible, regulation where necessary”

" Regulation to protect consumer vs business freedom to trade

" Audit trail, reliability and relevance of available audit evidence

unregulated environment

" Jurisdictional “black hole” caused by buying services from an

" Inappropriate or ineffective advertising controls

border tax differentials, Internet tax neutrality
take urgent action to balance market

advertising, regulation and tax. Need EU and O ECD
agreement

" Lack of globally agreed solutions on security, standards,

" Arbitrage opportunities will be short lived - governm ent will

foreign providers

minimised, but … … .

" … . barriers should not be removed to encourage influx of

" Taxation issues - including VAT, CIT and Corporate Tax, cross

and ‘virtual’ goods

" Tax disadvantages from operating in UK must be

geographic barriers?

" Should regulatory and legal barriers to replace removal of

terms of eCommerce uptake in general.

" Is it to late? The USA are already a long way ahead in

Territorial

processing

" Investm ent to develop automated audit software to record

" Risk of encountering harmful or embarrassing materials

" Lack of agreement on trusted third parties, digital

key recovery / key escrow, etc.

" Global cryptography challenges -encryption algorithms,

" Perception and reality of hacking and fraud, theft of data

" Privacy and Data Protection issues

Security and Privacy

" Export controls and trade barriers - distinction between ‘physical’

" Concerns over protection of Patent, IPR and Copyright

" UK Data Protection Act much tighter than many countries

" Other countries may move faster than the highly regulated UK

" European products are nationally regulated, US much bigger

Legal, Regulatory & Fiscal

business costs across the industry

" Uncertainties over eCommerce impact result in significant

such as customer databases

" Acquisition accounting - fair value of eComm erce assets

selling and consequent liabilities

" Changes in IFA channel to offer advice could result in mis-

ISA’s, Pension Review, etc.

" Too many other initiatives may dilute focus - eg. Y2k, EMU,

funding eCommerce initiatives

" UK Venture Capital com panies have limited experience of

deployment of eCom merce

" Inability to create a compelling value proposition for

of the impact of eCommerce

" Lack of knowledge or scepticism within the UK FS industry

ideas. Entrepreneurial style needed vs risk averse

" UK Life Insurance market traditionally unreceptive to new

Industry D ynam ics

eCommerce

Anytime” impact on family

comprehend without direct assistance

!

" Low IT literacy standards in UK

" privacy and liability for inappropriate use of data

" civil liberties

" freedom of inform ation

" Concerns over use of customer databases, such as:

" Products too com plex for the bulk of the population to

confidence and respect

" Subversive, unhealthy image of internet - low consumer

" Will eCommerce move out of ABC1?

among older people

" eCommerce uptake is restricted by technophobia, particularly

" Call centre environments, 24x7 working, “Anywhere, Anyhow,

So cial

eCommerce infrastructures

" No one body or set of standards is applicable across all

" … .. coupled with difficulty of producing positive business case

duplication of effort across sector….

" Cost of developing technology solutions very high with

" UK cost of technology and PC’s limits means of access to

other countries

" Access charges placing UK at a competitive disadvantage to

" Other countries may attract eCommerce investment (eg Dublin)

compatibility

solutions

" Significant cost of upgrading current systems to eCommerce

" Lack of skills within the industry to implement eCommerce

scaleable capacity

bandwidth

" Network issues, such as reliability; availability; and adequate &

" Lack of strong technology infrastructure in the UK, especially

Technology & Infrastructure

Barriers to maximising eCommerce Opportunities

Sub-annex two: Barriers to e-commerce in retail financial services (compiled from one-to-one interviews)
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Sub-annex three: Dimensions for potential Government action

Dimensions for possible actions
Where?

CABINET
OFFICE

Worldwide
EU
Business
Government

UK
When?
Short
term

Long
term

Who?

!

Types of actions

CABINET
OFFICE

Where?
Types of solutions:
• Regulatory: competition policy, consumer
protection, IPR, legal frameworks
• Fiscal:

tax relief, public spending

• Information:govt. demonstrator projects,
govt. provision of information/
advice
Who?

When?

!
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Example government initiatives
CITU: Electronic Government Programme
Enforcement and Fraud
Reduction
Government as exemplar
and purchaser

Motivating small/medium enterprises
Patent Office
Statutory
Licensing

Home Office: Data Protection Act

DTI
•E- business docs./ reporting
•E-signature & security services
•Copyright & IPR

MoD/Sec. Serv.: Encryption
Treasury
•National IT strategy
•Tax and electronic g’ment

Oftel
•Retail prices
•Access to bandwidth

Inland Revenue
Perm. Establishment Tax
Customs & Excise
VAT

DSS
Electronic service delivery
DfEE
•National Grid for Learning
•University for life
•University for industry
•ESEA

CABINET
OFFICE

DoH
•Wired for Health
•National E-Library for
Health
•E-Patient Records

DCMS
•Internet in Libraries project
•Creative enterprise funding
•Interactive broadcasting support
•National lottery training

!
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Follow-up Workshop 1: Issues faced by New Entrants
Introduction
1.
A follow-up meeting to the Government and Industry Sectoral Workshop
on electronic commerce and retail financial services was held on June 4 at 2pm.
The meeting was chaired by Kevin Revell, Head of E-commerce, Virgin Direct
and coordinated by Lisa Thomas from the e-commerce project within the
Performance and Innovation Unit (PIU) of the Cabinet Office.
2.
The workshop focused on specific issues faced by new entrants to e-commerce
in the retail financial services sector. New entrants were defined as companies ranging
from complete start-ups, to new entrants to the industry and new entrants to the UK
market. Discussion was structured around issues in four areas: establishing a
regulatory framework, developing trust, promoting access and ensuring
understanding.
3.
The following note records comments made by participants during discussion
under Chatham House guidelines i.e. comments were recorded, but not attributed.
Whilst these comments have informed the work of the PIU team, the team does not
necessarily agree with them all. A list of the participants is attached at the end of this
report.
Summary
4.

The meeting proposed that action is needed in the following areas:
•

To establish a regulatory framework for e-commerce, the industry
should seek to work with the FSA, making the regulatory framework
seamless across new industry structures and applicable to direct
trading. These issues will be followed up in a specific meeting about
the regulator framework, chaired by the FSA, on 9 June.

•

To develop trust, product regulations should be recognised and
supported. The Government must play a role in ensuring privacy and
security, reviewing existing regulations and seeking industry solutions
which are compatible across the EU.

•

To promote access, the Government should help to communicate the
advantages of e-commerce to customers and act as exemplar itself,
promoting public access and addressing the threat of possible new
monopolies.

•

To ensure understanding, e-commerce should be included in the main
national curriculum. In addition, the Government should develop a
solution and clear communication of its views over the contradiction
between social exclusion and uptake of e-commerce for established
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financial institutions and should establish a website/ portal to aggregate
information for small businesses.
•

In the longer term, the Government should seek to ensure funding for
new businesses and work to create an entrepreneurial culture in the
UK.

Establishing a regulatory framework
5.
It was noted that FSA regulations in retail financial services have got tighter,
but are still aimed at face-to-face and “branch-structure” transactions. They do not
reflect the new ways in which customers now contact financial services companies or
the new industry structures that e-commerce has enabled, especially e-commerce as a
complementary channel. In addition, the speed of movement of e-commerce means
that many companies are seeking partners to grow. As a result, companies such as
Tesco may have to coordinate twenty different regulatory organisations to trade in
retail financial services, with inefficiencies discouraging partnerships for branded
products. In addition, regulations do not adequately distinguish execution from
advice, nor customer vs company-motivated contacts.
6.
At an EU level, concern was expressed that companies have put in
considerable effort into the Distance Selling Directive but are not sure it will be
sufficient to create a legal EU domestic market, which is vital to enable financial
service companies to generate scale.
7.
From the FSA’s perspective, it was pointed out that it should be easier to
monitor companies by electronic means compared with via more traditional channels
and thus possible for the FSA to increase its efficiency through e-commerce.
Action Areas
8.
It was recognised that the FSA is already addressing many of the points above
and that the industry should seek to work with the FSA to find solutions to the above
issues. However, the following points were considered to be worth reinforcing:
•

The regulatory framework must reflect the differences between
customers who actively seek contact and those who are contacted by a
company. There must be clarity over the methods and definitions of
different forms of solicitation.

•

Regulations should not be channel specific, but should allow seamless
contact across all industry structures. They should encourage crossindustry partnerships.

•

The FSA should seek to act as exemplar in e-commerce, seeking to
reduce its costs through electronic monitoring.

•

The Government should seek to speed up effective EU regulatory
harmonisation to allow cross-border trading.
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9.
Lisa Thomas will forward the action areas above (and other FSA-related
action areas below), to a follow-up meeting with the FSA which will take place on 9
June. All attendees were invited to this follow-up meeting.
Developing trust in e-commerce
10.
New entrants were argued to suffer from lack of trust in e-commerce more
than established players as they may not have an established brand that customers can
recognise. New entrants in retail financial services suffer particularly due to the recent
problems over pensions mis-selling etc.
11.
The Government has taken some measures to establish trust in financial
services, for example with “CAT marks” (a Government “CAT-standard” can be
applied to products which meet certain rules governing its Charges, Access and
Terms). However, these were perceived to have only gone halfway towards the
development of the necessary full product regulations. They could be extended to ecommerce facilities.
12.
In addition to product regulations, there was felt to be a need for measures to
ensure privacy and security, whilst allowing all data to be re-usable if this is in the
interests of the consumer. Some of those present believed that intermediaries may be a
solution to privacy issues, but there was not universal acceptance that customers
would value their role. Money laundering was generally believed to be a particular
security issue for new entrants (and indeed all direct businesses) – the current need to
provide physical evidence to ensure security actually puts new entrants at a
disadvantage.
13.
Finally, there was agreement that there must be a robust regulatory framework
underpinning all electronic transactions, for example, to cover digital signatures and
contracts.
Action Areas
14.

To develop trust, the following actions were felt to be needed:
•

Product regulations, such as “CAT-marks” should be recognised,
developed and supported by the FSA.

•

The Government must play a role in ensuring privacy. A review of the
Data Protection Act is needed to review what is needed to make it
channel-unspecific. A legal framework should allow the efficiency
benefits from processes such as form-filling to be fully realised.
Customer opt-out clauses may be needed to allow acceptable
marketing.

•

A review of previous money laundering regulations should take place
to address security concerns. If they are found to have been effective,
then regulations should be considered for e-commerce (an FSA role).
However, a regulatory solution may not be needed if industry could
ensure compliance with standards to check for “tell-tale” signs of fraud
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(FSA-approved kitemarks could be used to brand sites which complied
with guidelines). Whatever the solution, any recommendations should
be compatible with others within the EU.
•

Standards should be established to cover digital signatures and
contracts.

Ensuring access to e-commerce
15.
It was noted that although only about 14% of customers actively use ecommerce, 56% already have the “ expensive bit”, the pc. One participant’s market
research showed that customers were not accessing the Internet not because they did
not understand it but because they had no reason to use it. Therefore, it was argued
that businesses should create a reason for consumers to go online and therefore act as
a catalyst to generate access - Freeserve have showed that people can get online fast
if they are given an incentive.
16.
Some participants were concerned about the creation of “access monopolies”,
for example by media players or portals. These are of particular concern to new
entrants, who may be blocked from channels as a result, and therefore not able to pass
on competitive offers to the consumer. It was felt that an open market was extremely
important to financial services.
17.
Ensuring social inclusion was recognised to be an issue when promoting
access, although it was also pointed out that 25% of Internet customers are over 55
years old. Therefore “excluded” groups need to be understood as they may not be the
groups one would intuitively think of.
Action Areas
18.
The following Government actions were thought to be needed to ensure access
to e-commerce:
•

The Government should help to communicate the advantages of ecommerce to customers and act as exemplar itself. For example, “mass
appeal” products should be promoted online (the Railtrack website is a
good success story, Yellow Pages could also be an exemplar site).

•

The Government should promote public access:

•

−

It should keep to the date when it switches off analogue TV, which
will cause a step-change in access to infrastructure – the TV was
argued to be more attractive and “sticky” than the pc.

−

The Government should consider subsidising ISDN connections in
technology centres around the UK.

Although some felt that any monopolies may undermine themselves
through customer choice for more diverse channels and portals, the
Government may need to play a role in ensuring a competitive
environment, for example using kitemarks to label sites and channels
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which allowed free and fair access. Kitemarks could play a significant
role in protecting consumers from uncompetitive distribution practices.
Promoting understanding of e-commerce
19.
Actions to ensure understanding were seen to be the least critical of those
areas being discussed. The UK was considered to be well positioned to understand
and react to the impact of e-commerce as it is a service-dominated economy with
natural intermediaries. In addition, as previously argued above, customer
understanding was thought to be best promoted through business opportunities
“pulling the customer in” to e-commerce, rather than through Government actions to
promote understanding.
20.
It was argued that traditional businesses should be left to die if they do not
move fast enough in reacting to the opportunities and threats that e-commerce
presents. However, it was recognised that established financial services companies are
currently in a difficult situation as they must trade-off the promotion of e-commerce
with social inclusion regulations that prevent them from closing branches down.
21.
For new start-ups, who understand the opportunities of the Internet, there was
felt to be a problem in understanding the range of Government resources available to
support them.
Action Areas
22.
Action needs to be taken in the following areas to promote understanding of ecommerce:
•

Although customer understanding was not considered to be the
priority, in the long-term, e-commerce should be included in the main
national curriculum.

•

Government should develop a solution and clear communication of its
views over the contradiction between social exclusion and uptake of ecommerce for established institutions.

•

A Government/DTI website/ portal should be created to aggregate
information for small businesses and thus act as exemplar. For
example, it could include a comprehensive e-commerce “Good
Practice Guide” to help new e-commerce companies navigate their
way through the interpretation of the Data Protection Act and other
issues.

Other areas which need addressing
23.
Access to capital was argued to be an issue – both access to venture capital
and stock exchanges. This issue could be extended to the need for the creation of an
entrepreneurial culture and business “clusters” in the UK, such as Silicon Valley and
the Cambridge Network.
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24.
It was recognised that there was not time to address these issues fully within
the meeting. Therefore, attendees agreed to contact Lisa Thomas with their thoughts
and suggested actions.
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Follow-up Workshop 2: E-commerce and the regulatory framework

Introduction
1.
A follow-up meeting to the Government and Industry Sectoral Workshop
on electronic commerce and retail financial services was held on June 9 at 10am.
The meeting was chaired by David Russell of the FSA and coordinated by Lisa
Thomas from the e-commerce project within the Performance and Innovation
Unit (PIU) of the Cabinet Office.
2.
The aim of the meeting was to follow-up on regulatory issues raised in the
original workshop on 13 May (see figure one). After an introduction by the FSA,
discussion focused on the regulatory issues faced by retail financial services
companies involved in e-commerce, together with the actions that the participants
would like to see taken to address these issues.

Key messages from initial workshop
Regulatory frameworks may need to be revisited:
!
‘Clean sheet of paper’. Review existing and proposed regulation and ask:
does it protect the consumer ?
–
–
is it coherent ?
–
is it still needed ?
!
Strategic and tactical review i.e. more CAT products
!
Review legal need for physical evidence e.g money laundering
!
Legal recognition of electronic signatures and writing
!
Clarification of data protection
!

Legislation should be technology neutral
!

!

Regulators to sit down with individual companies
and attempt to highlight key issues
Regulate to encourage players to come to the UK
CABINET
OFFICE
Figure One

3.
The following note records comments made by participants during discussion
under Chatham House guidelines i.e. comments were recorded, but not attributed.
Whilst these comments have informed the work of the PIU team, the team does not
necessarily agree with them all. A list of the participants is attached at the end of this
report.

107

Summary
4.
The FSA gave an overview of their current role and activities and said that
existing regulation, which in the most is technology neutral, already catered for
business to be done through e-commerce. Furthermore, firms were already making
use of the internet to carry on their business within the existing regulatory regime e.g.
equity web trading facilities
5.
However, industry participants at the meeting stated that e-commerce was not
fully addressed within the current regulatory framework and an immediate, new
approach was needed, encompassing the following actions:
•

Industry participants were keen to establish an industry group to focus on
issues raised by e-commerce and the regulatory framework. The FSA
commented that such a group, if established, should have a clear purpose
and defined parameters. The FSA would consider further an industry
proposal, which should include specific examples of problems which
industry consider are not dealt with in existing regulation. Sandy Nielson
is to put forward such a paper for consideration, subject to his members’
agreement.

•

The FSA should explore electronic reporting where appropriate.

•

Industry participants felt that the Government should :
− initiate a review of regulatory bodies to address the complexities of
companies contacting multiple regulators in newly re-aggregated
industries;
− embark on a regulatory benchmarking exercise across countries; and
− look at the Financial Services Act to reconsider current exemptions.

Detailed notes
Introduction by the FSA
6.
David Russell introduced the current work of the FSA. The main points made
were:
•

The FSA was put in place to provide a one-stop-shop for financial service
providers, and brought together the major regulators of UK financial
services.

•

Building a single regulator was work in progress. The sectoral splits that
still exist within the organisation mean that companies such as Abbey
National still deal with different regulators for different parts of their
business. Initiatives were underway within the FSA to overcome this and
find the best practical way of regulating groups.

•

The FSA’s draft statutory objectives include:
− maintenance of confidence in the financial system;
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− promotion of public understanding;
− securing the appropriate degree of protection for consumers; and
− reducing the opportunities for financial crime.
•

In addition the FSA should have regard to a number of considerations,
including :
− facilitating innovation in connection with regulated activities; and
− the international character of financial services and the desirability of
maintaining the competitive position of the UK.

•

The FSA’s authority will be derived from the Financial Services and
Markets Bill once enacted. This will be high level but will enable the FSA
to make ‘rules’, replacing much current secondary legislation. Work is in
hand to produce the ‘Handbook’. For practical reasons the prudential
sourcebook rules only will be produced in two phases: phase one will
result in an interim set of rules that will to a significant extent combine
existing frameworks. Phase two, which will be complete about 18 months
later, will result in a ‘final’ set of rules, which will put in to effect the more
fully developed role and policy of the single regulator. However it was
stressed that conduct of business was the main concern of those present
and here FSA’s intention was to have its full rules on in place and in force
by N2.

7.
In response to questions from the group, David clarified that the FSA does as
normal practice keep abreast of regulatory activities in other countries (activities in
other EU countries are constrained by EU Directives as in the UK), although no
formal benchmarking exercises are conducted by the Authority. The FSA is involved
in EU working groups but recognises that the pace of change is slow at this level.
E-commerce and the regulatory framework – Issues
8.
Industry participants felt that e-commerce was fundamentally changing the
financial services industry. Therefore, industry members of the group expressed
concern that the FSA is working with existing frameworks to produce a new set of
guidelines. It was felt that a new approach was needed, even though the FSA pointed
out that new guidelines would take the Internet into account and intends that the new
rules would adopt a technology (medium) neutral approach, wherever practicable.
Industry participants felt that the FSA should, as far as possible, strive towards
technology neutral rules and outcome-based systems (at least to ensure that single
channels are not disadvantaged). This may need regulators to take a blank sheet of
paper although it was recognised that there were good reasons why regulations were
put in place in the first place – i.e. to stop certain behaviours – and these reasons
should not therefore be lost. The FSA pointed out that “best” regulation had to take
account of the interests of all stakeholders and did not mean that regulation should
simply facilitate business interests nor regulation at the lowest common denominator.
9.
Industry participants generally agreed that while we regulate processes in the
UK (with some product regulation overlays e.g. stakeholder pensions), as processes
are changing, this may not work in the future. However, there was also concern that
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product regulation would have its own problems and may be a costly method of
regulation. Comments included:
•

“We hear that government wants change, but also wants cryptography. The
challenge is not the lack of law, but the plethora of law, all geared to paper
transactions.”

•

“We are seeing whole new ways of working more cost-effectively for the
consumer. However, current regulations are all geared to people. If a
company wants to depart from conventional face-to-face trading, it must
go cap in hand to ask for the rules to be waved”.

•

“This could be a fantastic opportunity but the danger is that a very
successful industry, where the UK leads, could be squeezed out by an
entirely new framework”.

10.
FTRC research suggested that the UK industry was currently 12 months
behind the US in e-commerce, compared with 3 years for the rest of Europe. There
was concern from the industry that any delay in the publication of FSA’s regulations
would be a problem for industry as well as consumers, who would not able to benefit
from e-commerce and/or may be unprotected if they do trade electronically.
11.
The FSA stressed that the rules on the conduct of business will be consulted
upon and that there was also likely to be period of dialogue prior to consultation. The
FSA was open to constructive comment and would especially welcome pointers
towards specific regulatory pinch points rather than generalised complaints that
‘regulations was too tough and inflexible”. As it stood, the FSA did not have the
feeling that regulation was significantly out of step with either market practice or its
draft statutory objectives.
12.
The industry gave one example regulatory problem caused by the growth in ecommerce was the question of where to draw the line between advice and
information. It was argued that the way in which advice is being delivered is changing
- one participant pointed out that we will see “more interactive dialogues”. Industry
participants felt that there was now a need for clarity between what constituted
“advice” and “ the provision of information”. It was noted that this distinction
depends on legislation made by Treasury, rather than the rules made by the FSA.
13.
In resolving this issue, industry participants agreed that the aim should be to
minimise cost, whilst ensuring the right product for the customer. It was thought that
software providers could be licensed to resolve issues for companies wanting to offer
advice, rather than direct sellers. The FSA pointed out that the High Court had already
ruled in the Market Wizard case on the fact that software which gave investment
advice was the provision of advice for the purposes of the FS Act. Those who
provided the software to consumers, rather than those who simply wrote the software,
were the ones who in law were providing the advice.
14.
Reflecting on regulation as an opportunity rather than a barrier, industry
participants suggested that current guidelines could present regulatory and efficiency
opportunities for the FSA:
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•

The open regulatory framework in the UK could be exploited and “branded”.

•

Regulatory processes could become simpler and non-specific to the medium
(as far as possible), to maximise efficiency and promote innovation. At the
moment, detailed procedures need to be followed for all process innovations.
For example, one company described how they must actually build a new
process to demonstrate that is actually works, rather than simply describe the
proposed changes. It was argued that this level of commitment required to
clear a potential process is a significant disincentive to innovate.

•

Regulators could take the lead in e-commerce by acting as exemplar, for
example by allowing or encouraging reporting requirements to be done in
electronic form.

15.
Underpinning the need for regulatory review, there was support for digital
signatures and money laundering regulation. Industry participants argued however
that there was a need for a simplification of the rules, without removing customer
protection to generate trust in e-commerce.
16.
At an organisational level, as a result of the “fundamental change in the way
the industry will operate”, the issue that companies face increased complexities in
their contacts with regulatory bodies was raised. It was suggested that as a result of ecommerce, “value chains will be constructed and de-constructed, resulting in
companies who are concerned with networks, content and fulfillment”. This produces
a problem for companies dealing with regulatory bodies: “there are currently about 70
regulatory bodies dealing with all parts of theses value chains. They all want a slice of
the action e.g.
broadcasting authorities, trading standards, competition law authorities, as well as a
multiplicity of people within the FSA and self-regulatory schemes e.g. APACs”.
While it was suggested that the regulatory system should be made as efficient as
possible, the group recognised that it would be a complex piece of work to review the
current system.
17.
Finally, at an EU level, it was suggested that there needed to be a better
awareness of the various pieces of EU legislation and directives which would have an
impact on e-commerce e.g. the E-Commerce directive, the Distance Marketing
Directive on financial services, the passporting directives and the Transparency
Directive. Industry were concerned that the E-commerce Directive allowed for home
state regulation and a comment was made that “we do not want to find that another
country in the EU is taking UK savings because it can do so, based on e-commerce
regulations in its own country”.
E-commerce and the regulatory framework – Action Areas
18.
Industry participants should put forward a proposal to set up an industry
contact group (involving some of those present at the workshop), to capture the
strength of feeling within industry for a new approach to the regulatory framework.
Subject to the agreement of his members, Sandy Nielson should put forward a paper
for consideration which will include specific examples of regulatory issues resulting
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from e-commerce which industry considers not to be addressed within the current
regulatory regime. The FSA should consider the proposal and to decide whether it is
appropriate for it to participate. The following specific recommendations were made
to this contact group:
•

Any dialogue should include new entrants to the industry, other market
participants, as well as consumer organisations.

•

The resulting agreements should be clearly communicated to consumers, so
they are able to understand the pros and cons of any products that they buy.
This will be of particular importance if new channels such as digital TV open
up e-commerce to a broader section of the population.

19.

The industry participants felt that the FSA should also undertake to:
•

simplify processes as far as possible, to promote innovation;

•

seek to act as exemplar by seeking electronic reporting from companies.

20.

More generally, industry participants felt that the Government should:
•

initiate a review of regulatory bodies to address the complexities faced by
players in re-aggregated industries;

•

embark on a regulatory benchmarking exercise across countries and
communicate what can and cannot be done in each country to companies in
the UK;

•

look at the Financial Services Act (within the responsibility of the Treasury),
to see if exemptions over who can give advice need narrowing or broadening
via secondary legislation.
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Follow-up workshop 3: The potential for a UKplc hallmark/ kitemark

Introduction
1.
A meeting was held on June 10 at 1pm as a follow-up to the Government
and Industry Sectoral Workshop on electronic commerce and retail financial
services. The meeting was chaired by Margaret Smith, Director of e-commerce
and Development at Legal & General, and was coordinated by Lisa Thomas
from the e-commerce project within the Performance and Innovation Unit (PIU)
of the Cabinet Office.
2.
The aim of the meeting was to further consider a suggestion that was raised in
the initial workshop on 13 May, that there may be potential for the development of a
UKplc e-commerce hallmark or kitemark. This hallmark/kitemark would
communicate distinctive UKplc attributes (such as an open regulatory framework,
most secure transactions), which, once achieved, could form part of an umbrella
UKplc e-commerce “brand”.
3.

The meeting was divided into three sections:
•

an introduction to branding;

•

a consideration of the opportunities available to the UK;

•

a discussion of how achievable and viable a UK e-commerce brand
(and associated hallmark/ kitemark) might be.

4.
The following note records comments made by participants during discussion
under Chatham House guidelines i.e. comments were recorded, but not attributed.
Whilst these comments have informed the work of the PIU team, the team does not
necessarily agree with them all. A list of the participants is attached at the end of this
report.
Summary
5.
An introduction to the concept of a brand and a view of the differences
between traditional and online brands was given.
6.

Those present at the meeting agreed that:
•

A brand (and any actions taken in the UK to create a UKplc “brand”),
needs to be properly defined, have a specified goal, be clearly targeted
and be built on firm building blocks.

•

Some countries (e.g. Luxembourg, Jersey) and organisations (such as
the DMA) are already taking actions to create an e-commerce “brand”.
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•

Rather than focusing on a brand per se, the UK should immediately
focus on actions that may result in the establishment of a UK brand.
This may be enabled by the use of a hallmark or trademark that may
resolve issues such as liability. Focusing on actions will establish the
UK as the hub for e-commerce in Europe, will build on its existing
strengths and will transform what is currently a defensive UK stance
into a more positive position.

•

Suggested “quick wins” were outlined, which could be targeted at
consumers and small businesses.

Detailed Notes
Introduction to branding
7.
Jan Tellick from Ernst and Young gave an introduction to the concept of a
brand. Jan emphasised the need to consider the following points when thinking about
brands:
•

the definition of a brand. It was suggested that a brand could be thought of
as a “a promise that is delivered”. For any brand, it is important to have the
confidence of the market players that “the promise” will be delivered, and
hence Government needs to focus on the actions that it needs to take to
ensure delivery of a brand, rather than just PR;

•

the goal, when creating a brand. We need to be clear of what we want to
achieve by introducing the brand - for UK plc, this could be the creation of
employment. We also need to be clear on what success will look like so
we can measure what we have achieved;

•

who the brand is being targeted at;

•

what the brand is being built on e.g. the safest place to do e-commerce or
the most open regulatory environment. It was recognised that the viability
of any UK plc brand would need to be considered in the light of the UK’s
current position and its position within the EU.

•

finally, how to communicate the brand e.g. via a hallmark or kitemark.

8.
It was noted that a number of countries are already making moves to brand
themselves as e-commerce centres. For example, Luxembourg seems to be targeting
transaction processing (although only seems to be actually moving ahead of the
international field in e-signatures), and Jersey is attracting websites to Jersey-based
servers. Therefore, although the UK has advantages in e-commerce, it must recognise
that the playing field is changing and some countries (and companies) are moving
faster than it is - Singapore began to position itself as an e-commerce centre twenty
years ago!
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9.
Neeta Patel from Legal & General introduced the idea that e-commerce brands
differ from traditional brands: they are more “experience-based”, can be established
quickly and are dependent on the infrastructure behind the brand. It was felt unlikely
that a traditional “union jack/ bowler hat” communication of a UK brand would work
online. The more detailed views that were put forward are outlined below:
•

Traditional brands tend to be “logos”, associated with names, colours and
only sometimes linked to the value generated from the products behind the
brand. However, when online, physical colours and logos are less
important, an online brand is created from the experience that a consumer
gets and has nothing to do with how well known the company is. Although
some brands have transferred well online (e.g. Schwab, Nike, Disney), it is
notable that all of these brands comment on the person making the
purchase (e.g “Just Do It” by Nike), rather than the company.

•

Speed is critical in establishing an online brand as new brands have
become established very quickly - around 60% of US consumers recognise
Amazon, although it has only been around for about 4 years.

•

The supporting infrastructure is critical for online brands - the Prudential’s
“Egg” site suffered negative PR when it was launched due to poor
infrastructure. Therefore, any UK brand would have to be backed up and
well executed.

10.
The DMA provided an overview of the activities that it is currently conducting
to establish a consumer kitemark, indicating that “brand communication” activities
are already taking place in the UK. The main points made were:
•

The need for centralised thinking to prevent the proliferation of hallmarks
is the main driver for the DMA’s consideration of a consumer kitemark. It
was felt that genuine customer protection was needed, rather than
promotional tools from commercial companies e.g. TrustE in the US (now
recognised as a front door into a software company).

•

The DMA, through the Alliance for Electronic business, assembled a large
number of players about six weeks ago (including National Consumer
Council, AOL, DTI, IBM, ICA, BBA, IWF, Microsoft, OFT), to propose
the formation of a single unit, Trust UK. This Unit would set standards for
the issue of a kitemark to generate trust and confidence in UK consumers
trading online. Initial talks have begun over whether a common symbol
could be developed. The DMA believes that something similar to a “tick”
symbol could be used as it already stands for something in the minds of
consumers. (Since this meeting, the Consumers’ Association has
announced the launch of its own kitemark, which may result in some
proliferation (others also exist e.g. ICC standards).

•

The kitemark would build on the UK’s existing strengths (self-regulation,
codes of practice, complaint resolution processes and policing authorities).
However, it would need to be underpinned by new initiatives (such as
personal information use, returned goods policies, authentication and
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verification - it was noted that France already have funds from the EU to
develop verification software). It could be delivered in multiple countries
via the Advanced Statistics Alliance, but would need international
cooperation and funding.
•

The DMA group is working towards a summer deadline, as dictated by the
PM.

•

Other activities being undertaken by the DMA include the development of
an e-mail preference service, a written code of practice (including a
children’s code of practice for teachers), and a register for customers to
opt-out of direct electronic marketing (this is being driven by US, where
90% of junk e-mail originates). The US DMA is also working with the
Federal Trade Commission to develop an online privacy statement, which
will need policing.

11.
It was re-stated that the UK must have a clear goal when creating any
kitemarks – a kitemark is only a part of the picture and while it could encourage
customers to use e-commerce, it needs coordination and substance behind it.
Overview of opportunities
12.
Margaret Smith introduced this section with some suggestions for discussion,
split into the possible characteristics of a UK brand, opportunities for a UK hallmark/
kitemark, historic examples already in use and potential risks to be considered when
realising opportunities (see sub-annex four). The meeting then broke into two groups
to discuss the opportunities for a UK brand or hallmark/ kitemark in e-commerce. The
main points raised by the two groups are outlined below.
13.
Both groups recognised that the UK already has unique selling points that
could be exploited to develop e-commerce. These include:
•

a favourable regulatory environment (“the envy of the World”);

•

a critical mass of consumers, who present a significant market for
domestic and foreign products (“a perfect sized market”);

•

the English language;

•

a good geographical position, enabling it to be a springboard into Europe;

•

“British ethics”;

•

a stable environment, particularly important for long-term financial
services products (e.g. a 45 year pension);

•

creativity (although not always translated into practical innovation);

•

a good lifestyle (the UK is accessible and considered by many as an
attractive place to live).
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14.
It was agreed that there needed to be an understanding of who the “brand” and
associated kitemarks/ hallmarks might appeal to i.e. the potential target groups.
Different suggestions over the most appropriate target group were made:
•

One group suggested that the UK consumer population should be targeted
first, although this group was also argued to be better targeted by
initiatives to increase access, with “branding” as more of a long-term goal.

•

The UK business population (not just financial services companies) was
thought to be a good target group by all, particularly smaller companies,
where uptake of ICTs is particularly low. A “brand” would need to cover a
range of areas e.g. security, privacy, skills and education, taxes, liability.

•

Whoever the target group was, there was felt to be a need to engage
consumers and businesses, in the UK and overseas, to understand their
needs and therefore the goals of any “brand”. Within business, there may
be different goals (and brands) for different sub-sectors, for example, goals
could be:
− improving take-up in established companies;
− encouraging companies to stay in UK (retention is cheaper than
attracting new players);
− attracting new players into the UK;
− encouraging UK start-ups - an “innovation brand”, with different
attributes from those described above, could be appropriate for this
group.

15.
As part of the establishment of a brand and associated kitemarks/ hallmarks,
additional actions were suggested:
•

the UK could twin with California to foster learning and improve its
image;

•

a “Richard Branson” figure should be appointed to act as a figure-head for
e-commerce (the E-envoy role was very important).

16.
It was felt that whatever opportunities were adopted, there was a need to act
fast. However, Government was currently characterised by “lots of expectations (in
the White Paper), but no deliverables”. The UK Government needs to “get on with it
and make decisions now”. The following quick wins (which could be adopted within
three months) were recommended:
•

make the UK a safe harbour to transfer data;

•

recognise e-signatures (the PM should be the first in the World to sign
digitally);

•

get the Government online - electronic submissions were announced in
the budget but where is the reality? - at least get a prototype underway
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(which does not need much development and could be labelled “under
construction”!);
•

offer a voluntary, multifunctional smartcard for secure identification, and
address social exclusion;

•

understand where and how specific benefits might emerge by exploring
with the International Division of “XYZ Life company” or “XYZ bank”
etc., how they could capture benefit from having a UKplc brand or
kitemark;

•

establish a regulatory body for e-commerce (look at co-regulation in
Australia as a role model).

How achievable and viable is a UK e-commerce brand?
17.
It was strongly argued that the UK should focus on actions to promote ecommerce, rather than kitemarks or trademarks - “doing things is more important
than sticking a brand on it” – we need to “build from the bottom-up”. If actions such
as those described in the section above are taken, the UK does have the potential to
establish itself as a “hub” within Europe. However, any actions should be thought
through in the context of the EU - there needs to be a balance between consistency
with EU Directives and the need to move fast in the UK.
18.
As Government takes action, kitemarks and hallmarks could be useful for
example in addressing liability issues – companies could be offered subscription to a
kitemark in exchange for bonded liability.
19.
As actions are agreed, the Government should establish measures for success
e.g. the number of companies setting up e-commerce activities and the number of ecommerce companies coming into the country.
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Sub-annex four: Overview of Characteristics, opportunities, historic examples
and risks
Possible Characteristics of a UK plc brand
•
•
•
•
•
•
•
•
•
•

Caring
Careful
Easy to deal with
Easy to understand
Easy to understand
responsibilities
Gentlemanly behaviour
Get what you want
Guaranteed
Helpful
Quality

•
•
•
•
•
•
•
•
•

Inexpensive
Innovative
Know exactly what you
are getting
Legislatively sound
Monitored
Nice “Big Brother”
Monitored
Policed
Protected

•
•
•
•
•
•
•
•

Quality servicing
Quick to change to new
opportunities
Responsive
Safe
Secure
Trusted
Value for Money
Word is Bond

Opportunities for UK plc hallmark/kitemark
1.
2.
3.
4.
5.
6.
7.
8.

E-Safety Deposit boxes worldwide.
Legislation haven.
Regulation haven
Personal Data haven (world wide e-mail preference service)
Virus gatekeeper/ virus checked guaranteed
Search engines only provide “clean” sites
Entice overseas countries/companies, via tax breaks and better customer
protection, to domicile in UK
Provide THE quality DRTV/iTV service

Examples already in use world wide
1.
2.
3.

Ships registered in UK are seen to be rigorously and regularly quality checked
and hence safe.
Made in Britain in 1950s, meant the purchaser can be sure of a quality product
Swiss Bank accounts guaranteed secrecy whatever happens (even in wartime).
An account is also seen to be prestigious – viewed as only the rich can afford to
have one.

Risks in having an E-UK PLC trademark
1.
2.
3.
4.
5.
6.
7.
8.
9.

Potential (unlimited) liability.
Costs too much to sell the brand world-wide
No backing from Industry
Government can’t/don’t pass legislation to make it viable
World-wide E-regulation makes it impractical
Microsoft or other big players take over where countries currently regulate.
Cost of technology in UK prohibits companies participating
Infrastructure in UK prohibit good service/response
Other countries do not uphold E-UK PLC trademark
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10.
11.
12.
13.
14.

Practicalities of worldwide law.
EU sees it as restrictive practice.
Costs too much to police to ensure quality
“Pirates” abuse/steal trademark
Quality/legislation is allowed to decline by UK government and/or
participating companies.
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A4 . Detailed Discussion of E-Commerce
Market Failures
A4.1 Markets may fail for various reasons. There are four main market failures
relevant to e-commerce:
•

imperfect competition;

•

externalities;

•

transactor uncertainty; and

•

failures in labour and capital markets.

Imperfect competition
A4.2 Markets will not deliver economically efficient outcomes in the absence of
effective competition. E-commerce is likely to have both positive and negative
impacts on the intensity of competition.
A4.3 The positive impacts were set out in chapter three and are not elaborated here.
On the negative side:
• e-commerce will accelerate the trend towards a more knowledge driven
economy. Knowledge-based goods and services (e.g. software) have many
of the characteristics of public goods i.e. increasing returns to scale and low
marginal costs of production. This may create new problems of monopoly
and imperfect competition.
• even if there is not a natural tendency to monopoly, problems may still arise
e.g. where first mover advantage allows a single producer to capture
substantial market share through brand loyalty.
•

e-commerce may reinforce monopolies or imperfect competition in related
markets e.g. in telecommunications or other markets on which the price of
access to e-commerce depends.

• in intervening to protect intellectual property rights, so as to ensure
entrepreneurs have incentives to innovate, Government may reduce the
intensity of competition in some markets.
A4.4 Competition policy needs to be robust and flexible enough to address the
challenges that may be raised. The intensity of competition in the economy is crucial
to the promotion of innovation and to incentivising firms to adopt international best
practices.
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Externalities
A4.5 Markets will only work efficiently if producers and consumers bear the full
costs of their production and consumption decisions and are fully rewarded for the
benefits arising from these decisions. Where this does not happen, there will be a
divergence between private and social costs and benefits (“externalities” in
economists’ terminology). In the absence of government intervention, this will lead to
excessive production and consumption of activities causing external costs and
shortfalls in the production of goods and services that give rise to external benefits.
A4.6 In e-commerce, the most important externalities are “network externalities”.
These arise where the private benefit to any one individual in joining a network (the
value he places on being able to communicate with others) is less than the social
benefits of his joining the network (the value all other subscribers place on being able
to communicate with him).
A4.7 This market failure is likely to be most serious during the build up of a
network i.e. before it has achieved critical mass. During this period individual
subscribers will be willing to pay relatively little because there are few people to
communicate or transact with. But the social benefits, in terms of more efficient
communications and transactions once the network is established, may be large.
A4.8 A role for government is indicated during the build up of networks to critical
mass. There are various ways in which this can be done. For example, the US
government helped (for reasons of national security) to establish early critical mass for
the Internet through direct funding but once this was achieved it then withdrew
funding, leaving further development of the network to the market. Another approach
is to franchise the development of a network to the private sector, giving private
providers a temporary monopoly so they can internalise the social benefits of building
up the network.
A4.9 The growth of free Internet Service Providers, such as Freeserve, suggests the
market is addressing the need for critical mass in the UK so the rationale for
government intervention on the grounds of “network externalities” is probably weak.
However, there may remain access arguments for accelerating its development on
social inclusion grounds.
Transactor uncertainty
A4.10 Consumers need to have confidence in all aspects of the transactions they
undertake electronically including security and the protection of personal information.
Where consumers are uncertain about security or other aspects of the transactions they
might undertake electronically, the efficient functioning of markets will be impaired.
Such uncertainty will be minimised if government has put in place a basic legal
framework and other features which give users trust in the system (see chapter ten).
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Failures in labour and capital markets
A4.11 Even if e-commerce markets are not themselves characterised by serious
market failures, their efficient functioning may be undermined by failures in other
markets. For example:
• failures in the labour market, arising because businesses cannot capture all
the benefits of investment in training their workforce, may lead to underinvestment in giving people the skills to use e-commerce.
• failures in the capital markets, perhaps associated with imperfect
information, may result in new and small firms facing difficulties in raising
finance to exploit e-commerce opportunities.
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A5. Electronic Delivery of Government Services
Refining the Targets
Introduction
A5.1 This report constitutes a brief review of the issues concerning electronic delivery
of government services. It covers the following areas:
•

Background;

•

Definition;

•

Measuring success;

•

Creating incentives and drivers;

•

Procurement and delivery; and

•

Conclusions.

A5.2 The work is self-contained and has been carried out in co-operation with relevant
Government Departments, and in particular with the Cabinet Office’s Central IT Unit
(CITU), and with HM Treasury. A bibliography of written sources consulted is attached
at the end of the report. Given the limited time, the report does not claim to constitute a
full review or deep analysis of all the issues involved in the electronic provision of
Government services.

Background: aiming for an integrated services strategy
A5.3 The Government is committed to developing e-commerce by putting many of its
own services on-line, and has set targets for the electronic provision of Government
services of 25%, 50% and 100% by, respectively, 2002, 2005, and 2008. A number of
major dedicated applications already exist or are under development, including the
National Grid for Learning, and the provision of Tax and Customs and Excise services.
And CITU has a lead role developing the Government Secure Intranet (GSI) and building
extranet and internet (i.e. closed and open) government/user interfaces for official
information, regulatory notices and filing requirements. In addition, the Treasury has set a
target for 90 percent of Government procurement to be made electronically by the year
2001.
A5.4 Other Government initiatives will affect these goals. In particular, the
Modernising Government White Paper, the Crown Copyright White Paper, and the
Freedom of Information Bill all aim to facilitate the ability of, and to provide incentives
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for, Government Departments to make their services available electronically. However,
individual Government Departments often provide very different services, and have very
different client groups of users:
•

some services are specialised and some are for the general public;

•

some services provide functional information requiring frequent updating, others
provide statutory information requiring less frequent updating; and

•

some services require a high degree of interactivity between Government and
users, others involve passive provision and consumption of information.

A5.5 Certainly, the specific nature of each Department, the policies they are mandated
to develop and economic and social interests they are meant to address will affect what
electronic services are actually developed. Consequently, a strategy, which aims to
develop services according to the needs of differentiated user groups, was frequently
raised during the PIU e-commerce Team’s Government/private sector roundtable
Seminars (see Annex A4). However, the Government also understands that the value of
electronic service delivery should be that it makes access to Government more userfriendly; it is therefore also committed to providing “one-stop shopping” as an integrated
framework of delivery for all types of Government services to individual businesses and
citizens.
A5.6

The rest of this paper therefore considers

•

how an integrated strategy is best defined and measured;

•

what it will entail in terms of creating incentives and drivers for the development
(procurement and delivery) of electronic services by Government; and

•

how the Government will need to re-organise Departments’ relations with each
other in order to achieve overall integration and optimisation of benefits.

Defining Service Targets
How is the 'basket' of services to be delivered defined? Does it apply across all the tiers
of Government? How do central, regional and local Government service delivery
interact for these targets? How does the implications of devolution in the UK impact the
targets? What is the role of service trials in contributing towards these targets?
A5.7 In the most recent survey of departmental performance against the 25% target,
departments have identified baskets, usually of six to ten dealings, which they consider to
represent the highest volume of their dealings with the public. Departments have been
discouraged from counting information-only Web sites, unless they can demonstrate that
this function is a significant element of their core business with the public. The basket
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may also include transactions through call centres and dedicated EDI links amongst
Government Departments, agencies and industry. Three types of Government Web sites
are described in chapter eleven of the main report.
A5.8 The merits of this self-determining approach is that individual Departments know
best both the needs of their traditional client groups and the nature of the services they
provide. It has also not stopped the development of new approaches to service delivery.
A number of pilot projects have been initiated in attempts to overcome the limitations of
purely existing Departmental approaches. Examples are included in chapter eleven of the
main report.
A5.9 Local authorities are not included in the scope of this exercise. However, there is
a commitment in the Modernising Government White Paper to agree with the LGA the
development of similar targets for local authorities. This is being taken forward as part of
the central/local Government ‘Information Age Partnership’. A number of local
authorities have created informative and sometimes well-organised websites.
Nevertheless, a study by PricewaterhouseCoopers for the DTI found that these were in a
small minority. In fact, the study found that in both central and local government
•

market differentiation was often low;

•

there was little organisation of sites in terms of business processes (linking
descriptions of regulatory requirements to descriptions of fulfilment procedures,
grant applications and forms filing possibilities, etc.); and

•

integration of local, national and European Union information and requirements
was virtually non-existent.

A5.10 However, innovations are particularly noticeable in the new Devolved
Administrations. The creation of new national assemblies in Scotland and Wales has
acted as a spur for the development of electronic public service delivery in these
countries. In Wales, in particular, the creation of the new Assembly is at the centre of
attempts to develop government use of electronic services as a stimulus to wider use and
development of electronic services in business and the community. Each Assembly
member is to be provided with a desktop and laptop PC, which will be attached to an
Assembly Intranet where all Assembly and official documents will be placed. This
Intranet will in turn be linked to a Wales-wide extranet, linking community centres,
government offices, libraries and businesses. The extranet will further be linked to the
Internet, and a policy is currently being formulated for the publication of as many official
documents as possible on the Internet.
A5.11 However, as Annex 1 indicates, the important point is that implementation of
electronic public services is being developed within the framework of an integrated
strategy for the growth of the information society in Wales. Less focused, but
nevertheless innovative and strategic, approaches are being developed for both Scotland
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and Northern Ireland. In all three cases, the placing of the development of electronic
public service delivery within a comprehensive strategic framework was driven to lesser
or greater extent by the requirements of European Regional funding requirements.
However, it needs to be noted that the new Devolved Authorities are not included in the
overall basket of Government services, as presently defined.
A5.12 A strategic electronic service delivery is therefore best defined as one which:
•

provides grounds for integration of services across existing divisions between
Departments and tiers of Government, and within existing governmental
procedures. While pilot projects are useful for indicating how more joined-up
service development and delivery might be achieved, reaching a critical mass
whereby it would be clearly in Departments and local authority interest to initiate
co-operation may well require an external catalyst; and

•

provides incentives for differentiating market groups and developing services
tailored to their business process or lifecycle needs. New approaches to service
delivery cannot be expected to easily arise from within established institutional
procedures. Though innovation is possible within existing approaches, it tends to
be most noticeable in those cases where new institutions have been established,
where there is a strong political dynamic of change, and/or the development of a
comprehensive strategic framework is driven by funding requirements.
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Measuring success
How can progress be correctly benchmarked? How will measurements be made? How
can cross-cutting delivery of the targets best be measured? How can the user perspective
best be measured?
A5.13 A number of measures are currently being used to measure success in building
electronic service delivery by Government. So far, CITU has focused on verifiable
transactions as the key element. CITU’s methodology is reproduced in Annex 2. A
number of issues are raised by the results of this methodology.
A5.14 First, there are inevitable difficulties in combining returns for high volume simple
transactions, like hits on Web sites, with lower volume, but more complex, interactions
such as applications for licences and benefits, or the purchase of a service. Further
attention should be given to comparing the nature of departmental Web site statistics – as
a parallel to the current reporting system.
A5.15 The second issue concerns the measuring of transactions defined as a supply chain
(e.g. defining applying for a benefit, a grant or a licence as involving at least three steps:
an application, a payment and a final result). This has affinities with those employed by
the procurement services - for example, procurement as “the whole process of acquisition
from third parties (including the logistical aspects) and covers goods, services and
construction projects”1. The benefits of such an affinity, and it can be further facilitated,
are discussed in detail below. But in general, such a definition aids the development of
an integrated approach by focusing attention upon distinct business processes within and
between Government Departments and their users.
A5.16 The third issue concerns the transactions actually measured. Under the current
process of self-definition, Government Departments are already surpassing the 25% target
for transactions. But, as CITU has noted, this is heavily weighted by payments through
the banking system, and in particular Customs & Excise EDI with business and PAYE
payments to the Inland Revenue. Table 1 shows CITU’s findings for transactions-based
electronic service delivery by all Government Departments, which indicates that if these
items are removed, achievements are fewer though nevertheless impressive.
Table 1: 25% Initiative: Spring '99 Progress Report: Overall Findings
ALL GOVERNMENT

1999
total annual
volume(millions)

Capability
%

2002
projected total annual
volume(millions)

projected
capability
%

All reports
Excluding payments
through banking system
Excluding payments,
and business
transactions of Inland
Revenue & Customs

582
480

38
32

632
518

71
70

286

22

307

55
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A5.17
Even more telling is an analysis of the differences between individual
Department’s capability for delivering electronic services and actual take-up by
businesses and the public. This provides some indication of the latent appeal of
electronic delivery for particular services. Annexes 3 and 4 provide CITU’s findings
on individual Department’s transactions and capabilities including payments and
excluding payments, respectively. These show wide discrepancies between
Departments in terms of the capability that a Department might claim it has for
delivering services electronically, and the percentage of this capability which is takenup by the public (particularly when payments from Government are excluded).
A5.18
This problem arises because Departments are themselves responsible for
measuring their own delivery of services, and the services of their agencies, within the
broad measurement definitions provided by CITU. For instance, in a number of cases
Departments have defined their capability for delivering services electronically as
100% if they have an electronic interface which can provide information on all
services to the public, and the take up as what percentage of this particular service is
used. A more complete measure of take-up would be defined as the percentage of use
of electronic service vis-à-vis other forms of service delivery (say all public enquiries,
or all initial public consultations).
A5.19
A further measure is needed to indicate dynamic appeal – i.e. the degree to
which new electronic services were being devised which increased total public
demand for government services. This could be measured in two indirect ways.
•

First, by the rate of growth of new electronic services. For instance, the GSI is
growing rapidly, and usage is also increasing sharply. According to internal CITU
data, there are now twenty-eight Departments and Agencies connected, and e-mail
traffic in May 1999 was 50% higher than the preceding month. The network is
clearly becoming a routine means for intra-government communication. But,
interestingly is also becoming a major conduit for communication with
government. On 3 June, for example, the GSI received some 17,000 mail items
from non-government addresses. It would be useful to publish these figures and
similar ones for other services.

•

Second, by the opportunity lost measured through take up of such services in
other countries compared to the U.K. In Australia, the Government is
committed to providing all services electronically by 2001 – and is apparently
well on the way to achieving this. For instance, it is already possible to gain
access to Birth Certificates, Marriage Certificates and Driver Licenses for the
purposes of application, renewal, and change of address.2 CITU has done studies
on this, and the PriceWaterhouseCoopers study mentioned above also includes
data. It would be useful to publish these data and to provide analyses of how
other countries had achieved leading positions in order to indicate how the U.K.
might be able to dynamically increase demand. For example, Canada, another
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country leading the U.K., has implemented a Government-wide Public Key
Infrastructure (PKI) – something recommended below for the U.K.
A5.20 For the implementation of such a method, however, a less voluntary and more
centralised accounting system needs to be developed than that currently available to
CITU.
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Creating Incentives and Drivers
What barriers and disincentives exist for Government Departments in placing their
services on-line and what needs to be done to overcome these barriers and to create
incentives?
A5.21 The electronic integration and interaction of delivery for different Government
services is bound to be an evolutionary process, but support for more concerted and
integrated efforts is being developed. A number of mechanisms exist or are being
develop to provide incentives or drivers.
A5.22 The Government’s Public Service Agreements are the most obvious incentive for
Departments to provide electronic delivery of services. The Cabinet’s PSX committee
has built the 25% target for electronic delivery into Department’s PSAs. The introduction
of Resource Accounting and Budgeting (RAB), and in particular Output and Performance
Analysis (OPA), should provide a framework for financial reporting and the measurement
of resource usage against organisational objectives towards meeting objectives as laid
down in PSAs. General procedures thus exist for implementing over three year periods
(the life-cycle of a PSA) the Government’s objectives in advancing electronic delivery of
services by 2002, 2005, and 2008.
A5.23 But PSAs provide only a weak mechanism for encouraging Departments to
participate in the development of an integrated framework with other Departments. This
is for a number of reasons:
•

PSAs are very general as articulated;

•

PSAs are mostly explicitly Departmental, not Government-wide;

• In some cases, electronic delivery may conflict with other PSAs a Department
has, which may mean that the former becomes a relatively low budget priority for
a Department; and
• PSAs actually have no mechanism for adjusting resources on a short term
basis in order to implement electronic delivery in any specific sense.
A5.24 Two refinements to the existing system are needed. First, as noted above, some
services provide functional information requiring frequent updating, others provide
statutory information requiring less-than-frequent updating. Much of the costs of
providing on-line services (whether directly to the public on websites, or indirectly via
call centres) is nowadays less for capital expenditures such as servers and PCs and more
with maintenance and help line services. So costs are quite variable from year to year and
cannot be easily covered by simply re-assigning existing personnel. Requirements for the
frequently updated services therefore will need to be overtly addressed on an annual basis
in a way for which current PSA procedures are not designed.
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A5.25. Second, and more fundamentally, the objective of making Government more
flexible and responsive to businesses and citizens through one-stop shopping for services
on a 24-hour basis is explicitly modelled on contemporary business developments
(something which even businesses have not found simple). It is questionable whether the
expertise necessary for achieving this currently exists in Whitehall.
A5.26. CITU’s next progress report will be published in Autumn 1999, and this will
benchmark Department’s progress in providing services electronically. Reports will
appear at six monthly intervals thereafter. Departments will contribute updated figures on
their dealings and in some cases will report additional dealings as new services are
implemented. In the period leading up to its Autumn 1999, CITU report will:
•

test further how representative the results are of government dealings as a whole;

•

test the emerging conclusions of the work against the experiences of citizens and
business in dealing with government;

•

collect and analyse qualitative information on departmental preparedness to
deliver the Information Age targets of the Modernising Government agenda;

•

disaggregate more precisely dealings with citizens and business; and

•

discuss how to extend the exercise to the NHS and local government.

A5.27. Within this process, CITU’s Industry Consultative Committee (see
http;//www.citu.gov.uk) will be able to play a major role in identifying and offering
advice on technological approaches to organisational issues. But it will not have any
ability to create incentives or provide drivers for seeing these or any other approaches
through. On first glance, it would appear that the Public Services Productivity Panel (or a
sub-group of it) could advise, monitor and work with Government in the development of
such incentives and drivers. However, in reality the Panel is by itself not entirely
adequate. It only exists for a year (though exactly when this is over is unsure), and is
mandated to work on projects with individual Departments rather than on crossGovernment issues.
A5.28 A more joined-up approach is promised by the Cabinet Office team responsible
for seeing through the commitments in the Modernising Government White Paper. A set
of milestones is being established for meeting the objectives set out in the White Paper,
and is being published by the Project Board in the Summer. But as a paper from the
Modernising Government Secretariat in the Cabinet Office notes,
although the White Paper sets out a range of specific actions towards these
commitments, it does not define the strategy for delivering the vision, beyond the
commitment to publish milestones and success criteria. We need the Modernising
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Government programme to be a coherent programme of change for central
government and the wider public sector.3
A5.29 The inter-Ministerial Committee on Better Government chaired by Jack
Cunningham, the Project Board chaired by Brian Bender, and the Civil Service
Management Committee chaired by Richard Wilson, and the Information Age Group of
Champions (IAGC) will all provide impetus to fulfilment of the White Paper
commitments. There is also a question of the role of the e-Minister proposed in the PIU
e-commerce team’s main report. By very nature of the number of groups involved, there
is a risk of lack of focus in ultimate responsibility. The IAGC should be supported as a
clear co-ordinating mechanism needs to be established.
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Procurement and Delivery
How is the Treasury's target that 90% of Government procurement must be electronic by
2001 to be defined? Again what is included what is excluded? How can cross-cutting
delivery of targets best be driven? What is the role of card based services?
A5.30 Out of a total spend of nearly £12 billion, investment in central Government
information technology is currently around £2bn per annum. The main projects are the
NHS IT strategy (NHS Direct), the National Grid for Learning, the New Libraries
Network, and Accord. For these, the CCTA provides advice to Departments on best
practice, along with the Treasury Procurement Group. All but the last of these are
financed through the Private Finance Initiative (PFI).
A5.31 The Treasury’s 90% target for electronic procurement is meant to be
“aspirational” rather than being a rigid quota which Departments must meet. In order to
identify the optimum framework for encouraging and driving Departmental aspirations in
this regard, an extensive review of central Government civil procurement was recently
conducted and a report of its findings (the “Gershon Report”) produced in April this year.
The main recommendation of this review was the establishment of a central Office of
Government Commerce, supervised by an Office of Government Commerce Supervisory
Board (OGC), which would bring together all Government procurement activities. For
widely used goods outside the PFI, a Web-based catalogue with a standard system that
can interface with all existing suppliers, and any new ones, is being developed through
the use of a procurement smartcard. The recommendations of this report should be
carried out comprehensively and promptly.
A5.32 The MoD is currently considering a similar electronic catalogue-based project
(Defence Electronic Commerce Service, DECS) for procurement. Clearly, for an
integrated channel strategy to be fully implemented and the benefits fully achieved, it
needs to be co-ordinated with the whole range of Government’s procurement
programmes. It will be necessary to develop a similar framework on the service side in
order to achieve balanced co-ordination of service delivery with procurement. This will
help it leverage the market into adopting the same standard for both electronic
procurement and delivery of Government services, and thus help to create in the
U.K. a unique level critical mass for leading the growth of demand and supply for ecommerce internationally.
A5.33 A frequently cited barrier against the Government’s goal of a one-stop shop for
the delivery of services that cut across different Government Departments is the
protection of individual data and privacy. At base, this objection arises from the fact that
traditional network technologies have been unable to incorporate the high levels of
encryption which would protect privacy at the same time as achieving a high degree of
integration of different networks. This problem is now being overcome with modern
public key infrastructure (PKI) technologies, which have been defined and internationally
agreed by the major equipment vendors in the Internet Engineering Task Force (IETF). A
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PKI standard agreed in consort with industry would also avoid the problem of capture
posed by the Government giving a contract for systems integration to single supplier
without the almost impossible requirement that the supplier take into account all other
standards being developed by its competitors. The Government should implement a
national secure infrastructure based on these standards to interface with companies
for Government procurement purposes.
A5.34 Standards for PKI can be built into smartcards developed for Government
services. CESG already has a Cloud Cover project for the development of PKI standards
for internal Government use, and the Ministry of Defence has the Security in Open
Systems Technology Demonstrator Programme (SOS TDP).4 On the service side, the
most recent attempt to develop integrated service delivery using smartcards was through
the payment of social security benefits via the Post Office. This has now been rescinded
(with the contractor, ICL, now having a straightforward contract to provide the means for
electronic delivery of payments into bank accounts). But for the purposes under
discussion here the scheme was in any case flawed. This was because it relied for the
storage of information upon security-weak magnet stripes rather than security-strong chip
technology. Industry should produce voluntary, multifunctional smartcards for
individuals incorporating PKI for secure verification when electronically accessing
Government services.
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Conclusions
A5.35 This brief and by necessity superficial report indicates that the U.K. is at the
embryonic stages of development of an integrated channel strategy for the electronic
delivery of Government services. CITU must be commended for having worked out the
basic elements for identifying and measuring the implementation of such a strategy,
though refinements are suggested here which could help flesh out its efforts and in
particular create incentives and drivers for Departments to work more closely together
and in a fuller spirit of innovation. The IAGC, which met for the first time on 5 July and
which is charged with taking forward the corporate IT strategy for Government, is a key
forum in this respect. This strategy is the means whereby the Government intends to
develop an integrated approach to electronic service delivery. The IAGC will need to be
clear about responsibility for creating incentives and drivers. A number of proposals for
clarifying and improving this situation are made here. A statement of the aims and
implementation plan for the corporate IT strategy is promised for March 2000. It, and the
more detailed annexes on specific policies, should reflect how the recommendations in
this appendix are taken forward.
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ANNEX 1: SUMMARY OF STRATEGIC PRIORITIES & ACTION PLANS FOR
IMPLEMENTING THE WALES INFORMATION SOCIETY PROJECT
FROM VISIONS

Transforming
Wales

• Accelerate
understanding &
awareness
• Bring key actors
together to provide
leadership
• Develop
Partnerships
• Give priority to
applications which
improve quality of
life

TO ACTION
1. Wales Information Age Partnership
2. Welsh ICT Observatory & Database
3. Wales Information Age Forum
4. Awareness-Raising Programme
5. Wales Information Service
6. Telemedicine Projects
7. Drug & Alcohol Abuse Advice Service
8. Multimedia Transport Information Service
9. Wales Digital Library & Museum Network
10. Environmental Projects
11. Telecommuting Initiatives

• Encourage SMEs to
exploit ICTs
• Ensure companies
have improved
access to ICT
support services
• Encourage
electronic
commerce/EDI
facilities

1. Accreditation Centres for ICT Advisers
2. ICT Expertise & Support Network
3. ICT Toolkits
4. Roll-out Best Practices in Electronic Trading
5. Competitiveness Programme
6. “Expo Wales” Internet Site
7. ICT Training Co-ordination
8. ICT Funding Mechanisms
9. Electronic Public Procurement Initiative
10. Development of TeleMart Concept
11. Electro-Regions Food Sector Project
12. TEP / IS Links
13. Celtic Heritage Tourism Project

Transforming
Education &
Training

• Stimulate demand
by building
exemplars
• Exploit the potential
of ICTs and
multimedia
• Develop innovative
training courses
and material
• widen access
• implement more
effective working
methods

1. Development of Educational Content
2. Schools and the Community Networks
3. Interactive Computerised School
4. International “Space School” Project
5. Computer-Assisted Learning Project
6. ICT Support Training Centre
7. ICT Training for Special Education Staff
8. Tele-Learning Projects
9. Teleworking Best Practice
10. ICT Skills for Industry Initiative
11. Awareness-Raising/Best Practice Initiative

Transforming
Public
Services

• Ensure equality of
access
• Develop addedvalue public
services
• Extend electronic
government/
democracy systems

1. E-Mail for All Project
2. Electronic Democracy Feasibility Study
3. Standardisation of Public Information
4. Centralisation of Public Services Delivery
5. Telecentre/Telecottages Best Practice
6. “On-Line Community” Project
7. Additional Public Services
8. SmartCard Facilities for Public Services
9. Inter-Regional IS disAbilities Challenge
10. Local Telecomms Network Enhancement

Transforming
Welsh
Business
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ANNEX 2: 25% Initiative - Spring '99 Progress Report Methodology
1. There is only one return per Ministerial department. Single points of contact within
departments are responsible for collating and submitting information for the whole department
including its agencies.
2. Reporting has been restricted to key 'Dealings' where the customer interaction is either high
volume or high value. The 'customer' includes members of the public, business, local
authorities and voluntary organisations as well as their agents.
3. A 'Dealing' has been split up into a number of component steps or transactions. For
example applying for a benefit, a grant or a licence will involve at least three steps, an
application, a payment and a final result. This enables the electronic and non-electronic parts
of a dealing to be identified and progress over time to be monitored. In some instances, steps
will not be electronic before the target date, for example the interview process for Job Seekers
Allowance, and the requirement for original documents in passport applications. Only those
transactions which involve interactions with the customer are included, transactions which are
internal to government are not being reported.
REPORTING
1. During February 1999 meetings took place with departments to agree key 'Dealings' and
their component transactions. Departments were then asked to complete a spreadsheet by 1
April 1999 for three time periods: October 1997 baseline (when the Prime Minister announced
the initiative), Spring 1999 and targets for Autumn 2002. Volumes of transactions were to be
reported for each transaction making up a dealing. These included annual volumes, annual
volumes of transactions undertaken electronically and annual volumes of transactions capable
of being carried out electronically. [Capable is defined as where the transaction could be
carried out electronically should the customer choose to do so.]
ELECTRONIC COMMUNICATION
5. For the purposes of this report the principal means of electronic communication have been
defined as telephone, Internet, email, fax, TV, electronic payment methods including BACS,
video-conference, kiosk, disk/CD ROM, magnetic tape.
WEB SITES
6. Most Departments and many of the larger agencies have developed Web sites. Statistics
are usually collected for the number of visits to sites (the "hit rate"), but these statistics do not
provide any meaningful information on who accessed the site and for what purpose. Web hits
are therefore not a useful indicator of usage, quality or usefulness of the site and have been
excluded from this report. A few departments use their sites to provide a formal information
service or subscription services, and where these are a significant service, figures have been
included (the National Grid for Learning (DfEE), NHS Net (Dept of Health), Travel Advice Unit
(F&CO)). There are a few sites with application forms available to download, but only sites
providing interactive forms for on-line completion and return or other genuine two-way dealings
such as on-line sales fall within the remit of this report.
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TELEPHONE
7. Generally telephone information services where the interaction with the citizen is purely oneway, have not been deemed electronic. The use of call centres and phone services which
enable two-way transaction with the customer such as the completion of an application form or
purchase of a publication or licence, are defined as an electronic service.

ANNEX 3: DEALINGS SUMMARY: INCLUDING PAYMENTS
Dealings Summary – Including Payments
Reporting Period
Spring 1999
Reporting Department

Target 2002

Total Annual Take- Capab
Volume up
ility
%age %age

Cabinet Office

Total

711,060

46

52

Department of Culture,
Media and Sport
Department of
Environment Transport
and the Regions
Department for Education
and Employment
Department for
International Development
Department of Health

Total

7,461,473

47

55

Total

50,290,314

9

Total

65,193,935

Total

Total Annual Take- Capab
Volume up
ility
%age %age

719,910

47

55

18

50,438,314

17

76

6

18

63,292,446

27

45

368, 245

73

77

327, 000

73

77

Total

128,620

86

93

18,620

99

99

Department of Social
Security
Department of Trade and
Industry
Export Credits Guarantee
Department
Foreign & Commonwealth
Office
HM Customs & Excise

Total

64,938,500

15

48

63,731,197

18

51

Total

9,245,505

16

23

13,486,016

52

84

Total

2,248

59

59

2,300

60

63

Total

3,605,764

21

46

6,614,630

35

44

Total

28,790,074

38

47

28,790,074

43

86

HM Land Registry
HM Treasury
Home Office
Inland Revenue
Lord Chancellor's
Department
Ministry of Agriculture,
Fisheries and Food
Ministry of Defence
National Savings
Northern Ireland Civil
Service
Office for National
Statistics
Scottish Office
Welsh Office

Total
Total
Total
Total
Total

32,609,802
37,000
1,401,505
258,799,520
13,125,000

14

27

0

100

5
18
23

5
45
30

46,380,000
37,000
1,571,315
280,166,555
12,960,000

51
0
33
22
31

92
100
33
79
51

Total

1,993,225

23

36

18,585,320

40

99

Total
Total
Total

5,657,524
22,112,000
7,720,776

73
34
10

73
50
18

5,430,800
21,791,600
8,127,413

95

95

55

92

Total

3,595,916

20

50

3,595,974

25

56

Total
Total

3,867,415
681,706

40
41

41
98

4,981,500
683,316

83
50

95
98
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1 The volume figures above are the total number of interactions between a department and its customers for
the sample dealings reported.
2 Where no take-up or capability percentages are shown, no electronic activity has been reported.
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ANNEX 4: DEALINGS SUMMARY: EXCLUDING PAYMENTS
Dealings Summary – Excluding Payments
Reporting Period
Spring 1999
Reporting Department

Target 2002

Total Annual Take- Capab
Volume up
ility
%age %age

Cabinet Office

Total

711,060

46

52

Department of Culture,
Media and Sport
Department of
Environment Transport
and the Regions
Department for Education
and Employment
Department for
International Development
Department of Health

Total

7,379,849

47

55

Total

50,260,314

9

Total

65,066,935

Total

Total Annual Take- Capab
Volume up
ility
%age %age

719,910

47

55

18

50,398,314

17

76

6

18

63,150,446

27

45

71,595

28

28

62,000

27

27

Total

128,620

86

93

18,620

99

99

Department of Social
Security
Department of Trade and
Industry
Export Credits Guarantee
Department
Foreign & Commonwealth
Office
HM Customs & Excise

Total

33,370,200

2

4

31,289,360

2

4

Total

8,917,401

16

22

13,184,300

52

84

Total

1,124

59

95

1,150

60

60

Total

3,113,764

24

43

5,656,780

38

47

Total

17,615,917

28

28

17,615,917

33

79

HM Land Registry
HM Treasury
Home Office
Inland Revenue
Lord Chancellor's
Department
Ministry of Agriculture,
Fisheries and Food
Ministry of Defence
National Savings
Northern Ireland Civil
Service
Office for National
Statistics
Scottish Office
Welsh Office

Total
Total
Total
Total
Total

23,807,282
37,000
1,302,505
227,713,500
12,409,000

19

37

0

100

6
18
22

6
42
28

32,105,000
37,000
1,466,315
245,213,500
12,244,000

57
0
35
21
29

88
100
35
80
48

Total

1,670,315

16

24

18,262,410

39

99

Total
Total
Total

4,291,104
8,272,000
6,693,540

64
4
11

64
46
20

3,714,200
7,951,600
7,055,964

93

93

54

91

Total

3,027,858

22

41

3,027,916

28

47

Total
Total

3,438,303
43
44
4,767,270
85
528,559
43
98
529,200
53
1 The volume figures above are the total number of interactions between a department and its customers.
2 Where no take-up or capability percentages are shown, no electronic activity has been reported.
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ENDNOTES
1

Gershon Report, April 1999, p. 2.
See PriceWaterhouseCoopers, March 1999, p.30.
3
MGPB (99) 3, p.1
4
See Government Computing, Special Supplement “PKI for Government”, December 1998.
2
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A6 . Key Contacts and Interviewees
A6.1 List of Interviewees
Agar Peter
Aldhouse Francis
Anderson Keith
Argyris Nicholas
Arrendondo Fabiola
Atkinson Neil
Bailey David
Barlas Chris
Beier David
Bird Prof. Alan
Blacher Perry
Bohannon Marc
Boucher Rep R
Bowden Caspar
Bullard John
Burnet Keith
Caine Chris
Carpenter Michael
Cave Prof. Martin
Chelmsford (Vicnt) Ian
Chivers Edna
Clifton Richard
Coles Gavin D
Correy Adrian
Couzens D C
Craig Ian
Crundwell David
Da Gama Rose Natalie
Davidson Sue
Drakes Tricia
Drew Bryan
Eccles Julian
Edwards Deborah
Egan Mark
Foux Graham
Froome David S
Gamble Dr Chris
Gammage Nick
Gladstone Ben
Godwin Chris
Goodey Mark

CBI
Data Protection Commission
North East Consulting Resources
Inc
European Commission
Yahoo.co.uk
DfEE
CMG UK Ltd
IMPRIMATUR EC Project
US-White House
Moorfields Eye Hospital
Microsoft Expedia
US Department of Commerce
US House of Representatives
Foundation for Information Policy
Research
Barclays Bank
RIIA: Chatham House
IBM USA
Treasury Solicitor
Brunel University
e centre UK
Cabinet Office, Security Division
HSE
NCIS
Home Office
MoD
Hewittson Becke & Shaw
Vauxhall
Obongo
BT
Worshipful Company of
Information Technologists
NCIS
Open….
Morgan Stanley Dean Witter
LSE/House of Commons
Momentus
UKCIC
Royal Institute for Intl. Affairs
Consumers’ Association
Obongo
IBM UK
Deloitte & Touche

Deputy Director General
Deputy DP Commissioner
Director – DG XIII
Head of Learning & Job Bank
Project
Divisional Director
Chief Domestic Policy Advisor
Chief Counsel
Member
Director
Director, Participant Relations
V.P. Government Programmes
Chairman, Lawyer's WG on EDelivery of Govt. Services
President
Economic Crime Unit
Head of Defence Logistics
Partner
Public Affairs Manager
Director – Government Affairs
Master
Director of Communications
Head of e-Business Technologies
Asst. Clerk – TISC
Chief Executive
General Manager
Director
Director of Communications
Issues Manager – Corporate Affairs
Partner
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Higgins Oliver
Higham Nick
Horne Richard
Howard Chris

US House of Representatives
BMP InterAction
US House of Representatives
McKinsey & Company
Fleming Asset Management
Independent Consultant
Kable
DTI
North East Consulting Resources
Inc
NCIS
Denton Hall
Racal Telecom
Institute of Chartered Accountants

Irving Larry
Isherwood Mark
Jones Moira

US-NTIA – Washington
Performing Rights Society
HSE

Lynch Kevin
Magdalinski Stefan
Magillo Marina
Manfredi
Manisty Henry
Mason William
Maxwell Eliot

Canadian Government
Aztec
European Commission

McIntyre Julian
McKechnie Shelia
McMahon Jasper
McPherson Strone
Millar John
Miller Lucy
Mitchell Breda
Mogg John
Morris Brian
Moynagh Rev. Dr.
Michael
Murdoch Simon
Myrick Sue
Noorlander Peter
Northcott Ray
O’Reilly Ian
Owens Paul
Pang Jim
Parish Anthony
Pascoe Eva
Paull Charles
Pepper Bob
Petter Bruce

Deutsche Bank Global Credit
Consumers Association
Misys
Misys
Charteris
British Chamber of Commerce
Tesco
European Commission
British Bankers Assoc
Tomorrow Project

Goodlatte Rep R.
Goodman Jason
Gordon Bart
Hagel John
Halsor Peter
Harper John
Heath William
Henning Chris
Herman Jim

Reuters
British Bankers Assoc
US Department of Commerce

Amazon.co.uk
US House of Representatives
Justice
CMG
Tesco
Deutsche Bank Global Credit
Royal Mail
FEI
Arcadia (formerly Burton Gp)
BT
US FCC
Management Consultancies

Member
Managing Director
Member
Principal
Head of e-Commerce
Chairman
Futures Unit

Partner
Director, Assurance Services &
Strategy
Head
Head of Better Regulation &
Environment Branch
Deputy Minister – Industry
Web designer: upmystreet.com
Director DGXXIV
Head of Govt. & Reg. Affairs
Director
Spec. Assistant to Commerce
Secretary
European Trading
Director General
Director
Director General - DGXV
Director
Adviser
Member
Legal Policy Officer
Associate Director
Managing Director
Director, Electronic Business
Director General
Dir. Financial Accounting
Director Office of Plans & Policy
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Philips Chris
Pike Jeremy
Powell C
Quah Prof. Danny
Raab Charles
Rantalainen Jussi

Association
JCP
Burmah-Castrol
BMP DDB
LSE
University of Edinburgh
Finnish Embassy

Reeve William
Rigby Brian
Rigg Nannette
Ritchie Alison
Roberts Dave
Rowan Wingham
Rutnam Philip
Ryan Alison
Schofield Norman
Scrope Peter
Smith David
Smith David

Fletcher Research
HM Treasury
British Music Rights Society
BT
Consumers' Association
Independent Consultant
HMT
Consumers' Association
UKCIC
Tele 2
Data Protection Commission
DoH

Sommer Peter
Sowler Jonathon
Sparrow Oliver
Startup Jonathan
Stevens Alan
Sutton Graham
Sweet Richard
Thomson David

London School of Economics
JCP
RIIA
Patent Office
Consumers’ Association
Home Office
Smith Group
Barclays plc

Till Roger
Toohey Dennis
Treeby Kevin
Trueman Eve
Twomey Dr. Paul
Ungerer Dr Herbert
Vaile James
Vipond Peter
Watt David
Willetts Denis
Woodward Alan
Woolgar Prof. Steve
Wright David
Young Mike

e centre UK
HSE
DoH
DfEE
NOIE – Australia
European Commission
Microsoft Expedia
British Bankers Assoc
Planet On-Line
Kroll Associates
Charteris
Brunel University
European Commission
British Bankers Assoc

Marketing Director
Managing Director

Industrial Attache (TEKES: Finnish
Technology Centre).
Head of Procurement Office
Dir Regulatory Affairs

Social Inclusion & Public Affairs
Chair – Executive Committee
Managing Director
Corporate Information Management
& Web Development
Services Director
Director, Chatham House Forum
Editor Which? Online
Data Protection
Deputy Head of Group Public
Affairs, Corporate Communications
Department
Director
Head of Publications
Head of Procurement
CEO
Head of Division - DGIV
Director
Director of Professional Services
Director
Principal
Dir. Virtual Society Programme
Counsellor
Director
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A6.2 List of Attendees at Seminars
Agar Peter
Aldhouse Francis
Bailey David
Baker Chris
Banks Caroline
Barlas Chris
Barnes Fod
Batstone Matthew
Batts Daniel
Bearne Simon
Bennett Geoff
Berman Stuart
Borges Steve
Bowden Caspar
Buckley Neil
Burns Brendan
Clark Charles
Clarke Keith
Cleevely David
Coidan Barry
Craig Gloria
Cross Patrick
Crump Jeremy
Cull Tim
Davidson Nicholas
Davidson Sue
Dirskovski Robert
Dumbleton Katherine
Duvall Jim

CBI, Association for Electronic Business
Deputy Data Protection Commissioner
MCA
UK Sales Director of Business Solutions,
Oracle
OFT
Director, Imprimatur
Treasury Banking Review Team
Carlton Communications
eGovernment Industry Manager, SAP
GSI Product Manager, C&W
Communications
Patent Office
Director, Business & Corporate
Development, Demon Internet
Customer Care Director, Philips
Director, Foundation for Information
Policy Research
OFTEL
National Vice Chairman, Federation of
Small Businesses
Copyright Adviser, The Publishers
Association
BT
Managing Director, Analysis
Treasury
Service First Unit
Managing Director, BBC World
CITU
Manager, Telecommunications Policy,
Government Relations and Standards,
Motorola
DTI
Director, Strategy and Business
Development, UK, BT
DMA
Head of Regulatory Legal Dept., BBC
Head of Information Services, LGA
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Eccles Julian
Emery Dick
Farrell Julian
Fellgett Robin
Floyd Neil
Gainsford Ron
Gibbs Jane
Gilliland Kevin
Gladwyn Mark
Godwin Chris
Gordon Ali
Grayson David
Greengross Lady Sally
Haddrill Stephen
Hall Denise
Hall George
Hannam Paul
Harte Carina
Haslem Jim
Hayes Roger
Heath Andy
Helsby Yvonne
Higgins John
Hill Keith
Hill Michael
Holmes David
Honey Sheila
Hopkins Nick
Howard Chris
Howard Ken

Howell Julie
Hudson Mark
Hughes Charles

Director of Corporate Communications,
BIB
Vice-Chairman, E-Commerce Group,
CSSA
DTI
HMT
FCO
Assistant Director, LACOTS (Local
Authorities` Coordinating Body on Food
and Trading Standards)
HMT
Network Bank Manager, Post Office
Counters Ltd
CITU
Manager, Corporate Affairs, IBM
Syzygy
National Disability Council
Age Concern
Consumer Affairs, DTI
Head, Government, Health and Education
Services, BT
Director, Corporate Affairs, ICL
IT Committee, Federation of Small
Businesses
Treasury
LGA, Society of IT Management
Director, International Institute of
Communications
CEO, Momentum Music, Director,
British Music Rights
OFT
Association for Electronic Business
MCPS-PRS Alliance
MCA
Customs & Excise
DTI
CCTA
ICA (E&W)
Welsh Development Agency and Wales
Information Society Initiative; European
Regional Information Society
Association
Digital Information Access Officer
(Campaigns), Royal National Institute for
the Blind
Government Computing
Director of Marketing, Electronic
Business, ICL

148

Hutton David
Isherwood Mark
Joannou Deanna
Kelsey Mark
Kirby Phil
Kruger John
Lea William
Machacek Jim
Mackay Neville
Magdalinski Stefan
Mahony Michael
Makhlouf Gabs
Manisty Henry
Marchant Ron
Mbedema Tim
McCrohan Catherine
McGuirk Kieran
Miller Katie
Miller Lucy
Miskin Andrew
Morlan Rob
Morris Dominic
Morrison Carolyn
Moss Robert
Moynagh Rev. Michael
Paleomylites John
Pang Jim
Parish Anthony
Parker Chris
Parkinson Richard
Peters Ian
Pitteway Mary
Postings Mal
Radford Rachel

Major Markets Manager, Novell
BMR
Womens’ Unit
Managing Director at Reed Business
Information
Group Director of Strategy and Policy
Division, NTL
DTI
Treasury Banking Review Team
Marks & Spencers
DCMS
HSE
Inland Revenue
Head, Government and Regulatory
Affairs, Reuters
Patent Office
MCA
Government Gateway Manager, Post
Office Counters Ltd
Director, ICL Pathway
Corporate Affairs, Research Machines
Principal Policy Advisor, British
Chamber of Commerce
Director, MCA Think Tank
Treasury
Controller, Policy & Development, BBC
DCMS
Senior Patent Attorney, IBM
Tomorrow Project
Chief Executive Officer, JCP
Director, Electronic Services, Royal Mail
Director General, FEI
DTI
Novell
Deputy Director-General, British
Chamber of Commerce
Marketing Strategy Manager, Bull
Information Systems
Senior Manager, Cap Gemini
Inland Revenue
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Till Roger
Toohey Denis
Tullo Carol
Virgo Philip
Walker Peter
Walkington Sandy
Wanless Derek
Watsham Jo

CRE
Inland Revenue
BCC
Inland Revenue
Treasury
Consumers’ Association
Chair, International Working Party on
Data Protection and Privacy, Chairman
International Chamber of Commerce,
UK; Commission on Information,
Computers and Telecommunications
Policy
Treasury
Senior Public Affairs Officer, Consumers
Association
Electronic Banking Services (Corporate
Banking), Barclays plc
OFTEL
Treasury
IBM
Director of Policy and Public Affairs,
National Association of Citizens Advice
Bureaux
Data Protection Commission
Client Director, Central Government,
IBM
Director, Strategic Business Systems,
Royal Sun Alliance
IT Project Development,
Business Information Publications
Better Service Unit
Patent Office
EDS
CITU
DCMS
C&W Communications Customer
Director, Government
HMT
General Manager,
Regulatory Strategy, BT
Director, E-Centre
HSE
Crown Copyright
European Information Market (EURIM)
OFTEL
Head, Corporate Affairs, BT
NatWest
DfEE

Watt David

Director of Professional Services, Planet

Raybold Carl
Redford Brian
Reilly Kathy
Rickard Mark
Rigby Brian
Roberts Dave
Rowe Heather

Rutnam Philip
Ryan Alison
Samways Jenny
Sewell Allan
Sharp Tim
Shercliff Tim
Simpson Nicola
Smith David
Smith Patrick
Smith Philip
Smith Scott Allan
Spurr Ian
Startup Jonathan
Stevens Alan
Steward Anne
Surries Allan
Taylor Robert
Taylor Jeremy
Thomas Steve
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White Ian
White Nick
White Nick
Wilkie Doug
Wilson Peter
Wood Steven
Wood Steven
Wyatt Carol
Yapp Chris
Yeates Andrew
Young Mike

On-line
CITU
Vodafone
Product Marketing Manager, Vodafone
Chair, Business Development
Committee, Federation of Small
Businesses
E-Centre
Director of Monopolies & Anticompetitive Practices, OFT
OFT
Director, Civil Government and
Healthcare, EDS
ICL
Corporation Secretary and Head of
Rights, Channel 4
Director, British Bankers Association
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A6.3 List of Attendees at Sectoral Workshops
Aruliah Mark
Asque Vaughan
Barnes Fod
Bendall Steve
Brankin Ian
Bratby Robert
Callum Alistair
Charley Jonathan
Charley Jonathan
Childs Jackie
Cleevely David
Coidan Barry
Cook Clayton
Cook Simon
Cover Sam
Crawford Sean
Crawford Shaun
Cree Dale
Dalton-Brown David
de Ferranti Marcus
Desvaux Mark
Dirskovski Robert
Drakes Tricia
Duvall Richard
Evans Barbara
Everett Richard
Feasey Richard
Ferguson Gillian
Germer Ian
Godwin Chris
Goodliffe Jonathan
Guildford Philip
Harte Carina
Heard Chris
Hogg Ian
Holmes Christopher
Horne Richard
Hurd Alex
Hylands John
Kane Archie
Kelly Carmel
Kemble John
Knight Guy
Lakelin Phil
Lions Chris

Retail Financial Service
Radiocommunications Agency
HMT
NatWest
Ernst and Young
COLT
General Counsel's Division, Banking
Ernst and Young
Ernst and Young
ABI
Analysys Ltd
HMT
BskyB
Freeserve
Analysys Ltd
Ernst and Young
Ernst and Young
NTL
Norwich Union
Band-X Ltd
UUNet
DMA
Worshipful Company of Information
Technologists
Prudential Banking
AT&T
General Counsel's Division, Investment
Business
MCI Worldcom
HMT
Vodafone
IBM UK Ltd
General Counsel's Division, Insurance
and Friendly Societies
Analysys Ltd
HMT
Ifonline
CGU Life
DTI
Racal
Orange
Standard Life
Lloyds TSB
Ernst and Young
ABI
Schwab
Analysys Ltd
Abbey National
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Lloyd Colin
Lowe Nick
Lukey Mike
Lyons Carole
Macqueen Mandy
Mahmoud Shiraz
Matthews Helen
McCarthey-Ward Peter
McKechnie Duncan
McKenna Ian
McMahon Jasper
Morris Brian
Mower Chris
Mullany Brendan
Newman Simon
Nielson Sandy
Parker Peter
Patel Neeta
Pateman-Jones Alan
Reeves Harry
Revell Kevin
Richbell Keith
Robinson Peter
Rodger Stuart
Rodger Stuart
Russell David
Russell David
Saunders Huw
Saw Jay
Scrope Peter
Seward Ian
Simon Mel
Smith Margaret
Spence Brian
Stokes Richard
Taylor Robert
Tellick Jan
Vipond Peter
Walker Geoff
Walker Peter
Wallace Andrew
Witter Clive
Wood Alex

DMA
IUA
Direct Line Life Insurance
Direct Line Life Insurance
Ernst and Young
Wholesale Financial Services
United Assurance
BT
Direct Line Life Insurance
FTRC
Screentrade
BBA
Royal Sun Alliance
Ernst and Young
Barclays
Origo Services
Head of Internet Unit
Legal & General
Ernst and Young
DCMS
Virgin Direct
Abbey National
HMT
AXA Sun Life
AXA Sun Life
FSA
Insurance and Friendly Societies, Lloyds
Kingston Communications
One2One
Tele2
Zurich Financial Services
IBM
Legal and General
ABI
Equant
CWC
Ernst and Young
British Bankers Association
Virgin Direct
OFTEL
PACE
CGU
Ernst and Young
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