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Foreword  
 

Ofcom commissioned a programme of market research in support of Phase 2 of the 
Strategic Review of Telecommunications. This Foreword sets out the key points 
identified in this research and set out in detail in the main body of this Annex.              
 
In recent years UK residential consumers have made fundamental changes to the 
way they use telecommunications services. Ten years ago, for most people, the term 
telecommunications equated to no more than the use of a fixed line telephone at 
home, probably supplied by BT. Today, more than one-third (or about 9 million) UK 
homes have fixed line phones and mobile phones and internet access and 
interactive digital televisions.  
 
The telecommunications market is still evolving; and broadband is one of the key 
drivers. The change in consumer usage of telecoms has had a similarly significant 
impact on spend – overall consumers are spending more of their money on 
telecommunications. The means through which people communicate is also 
changing. Consumers are increasing their daily use of comparatively new platforms 
such as mobile and email and replacing some fixed phone calls with these methods. 
Compared to other European nations, UK consumers are fairly advanced in their use 
of telecommunications services, with above-average use of fixed phones, mobile 
phones and internet alongside the highest penetration of digital TV.  
 
On the whole, the vast majority of UK consumers appear to be satisfied with their 
telecommunications service. However, UK residential consumers are somewhat less 
satisfied than they are with their gas and electricity suppliers; and the proportions 
who have switched their telecoms supplier (which is a good measure of market 
competitiveness) are also lower in comparison to these utilities. However, as new 
residential fixed line telephony products such as Carrier Pre-Selection and Wholesale 
Line Rental enter the mass market, the trends show that more residential and 
business users appear to be more likely to change telecommunications supplier.  
 
While recent trends show that the number who have switched telecoms provider may 
be on the increase, it is also the case that the majority have still never switched their 
telecoms supplier and do not appear interested in doing so. Most say they would only 
consider switching supplier if the time they needed to set aside to achieve this – both 
in research and in implementation – was minimal. Most would also seek significant 
cost savings as the reward for such activity. Most people therefore appear to have 
concluded that they have little need to change supplier and would be unlikely to do 
so in the absence of significant savings.  
 
Most switching is driven by fairly small segments of heavy users or heavy spenders, 
across both the residential and business markets. These are some of the most 
valuable consumers in the market, according to self-reported spending estimates;  
just over a quarter of the total telecoms user population accounts for nearly 60% of 
telecoms spend.  
 
The willingness of that minority of consumers to exercise their considerable collective 
influence helps to keep the market competitive. Their efforts also benefit the non-
switching majority by compelling providers to compete more aggressively for custom.  
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As we discuss in Chapter 9 of the main Telecoms Review, for competition to be 
effective it is essential that consumers are able to engage properly in the competitive 
process. 
 
This programme of research has given Ofcom some important insights into consumer 
behaviour and priorities in the telecoms market. The findings give Ofcom a platform 
to build on for its research programme for 2005, with supplier switching, satisfaction 
and usage levels of fixed, mobile and internet communications being key areas that 
Ofcom will continue to monitor. 
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Section 1 
Executive Summary 
 

M.1 In support of its Strategic Review of Telecommunications, Ofcom completed 
an extensive programme of market research to address four strategic 
questions: 

 
• Are consumers changing the way they use telecommunications? 

• Are consumers satisfied with their telecommunications suppliers and the 
range of supplier choices available? 

• Are consumers switching their telecommunications suppliers? What are 
the drivers and barriers to switching? 

• Which specific groups of consumers are driving the current market 
dynamics? 

 
M.2 To address these questions, Ofcom’s market research team examined a 

variety of secondary data sources and commissioned primary research with 
over 6,000 consumers, focusing on the following four consumer groups: 
residential consumers, sole traders, small and medium sized enterprises (1 
to 249 employees) and large businesses (250+ employees).   

 
M.3 The key findings of the research are summarised below for each consumer 

group. 
 
M.4 For full methodological details on all the research studies cited within this 

strategic review, please refer to the Methodology section at the end of this 
annex. International comparisons on pricing trends are provided at the end 
of this annex.   

 
Residential consumers 
 
Are residential consumers changing the way they use telecommunications? 
 
M.5 Residential consumers in the UK are clearly changing the way they use 

telecommunications. They are spending more money on 
telecommunications, primarily as a result of increased ownership of mobile 
phones and the internet. At the same time, consumers are spending less 
time using their fixed phones and, due to increased price competition in the 
fixed call market, are spending less money on their fixed phone calls. 

 
M.6 Residential consumers are spending more money on telecommunications. 

In 2003, residential consumers spent approximately £14 billion (exc. VAT) 
on telecommunications, an increase of nearly 20% in just two years. While 
the amount spent on fixed voice calls was down 7% (to £5.3B), the amount 
spent on mobile was up 46% (to £6.7B), and the amount spent on the 
internet was up 43% (to £1.8B). Of the total amount spent on the internet in 
2003, £0.55B was spent on broadband services (31% of total internet 
spend). 
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M.7 More residential consumers are using mobile phones and the internet, more 

often. Over the past two years, the proportion of residential consumers 
using mobile phones has increased significantly – by 11 percentage points 
from 68% to 79%. Over the same time period, the volume of mobile voice 
call minutes and texts has also increased considerably – up 33% for call 
minutes and 114% for texts. 

 
M.8 More residential consumers are also using the internet. The proportion of 

households owning a PC is up 11 percentage points over the past two 
years from 53% to 64%, and the proportion with home internet access up 
14 percentage points from 42 % to 56%. As a result the proportion of PC 
owners accessing the internet has grown by eight percentage points, from 
80% to 88%. The growth in broadband penetration has been especially 
notable over the same period – the percentage of households with internet 
access who are using broadband has increased from 7% to 36%, a five fold 
increase.  

 
M.9 Relative to other countries, the proportion of households with broadband 

internet access in the UK still lags behind North America, Scandinavia and 
Japan, but is broadly comparable to France and has overtaken Germany.  

 
M.10 Residential consumers are spending less time and money on fixed voice 

calls. While residential consumers are spending more time and money on 
mobiles and the internet, they are spending less on fixed voice calls. Total 
spend on fixed voice has decreased 6% over the past two years due to  
 
• drop in call minutes – down 2%; and  

• drop in average price (per call minute) – down 11% and largely driven 
by increased competition in the fixed call market. 
 

M.11 These trends suggest that some residential consumers are actively 
replacing fixed voice calls with mobile voice calls or data. This is supported 
by results from Ofcom’s most recent survey which found that 42% of 
consumers say they sometimes use their mobile phones to make a call 
instead of using their fixed phone (on average, three times per week), and 
45% of consumers say they sometimes use their mobile phones to send a 
text instead of using their fixed phone (on average, 8 times per week). 

 
Are residential consumers satisfied with their telecommunications suppliers 
and the range of supplier choices available? 
 
M.12 Levels of satisfaction with the overall service provided by 

telecommunications suppliers are relatively high across the fixed, mobile 
and internet markets. In Ofcom’s latest survey amongst residential 
consumers, 84% of fixed consumers, 80% of mobile consumers, and 79% 
of internet consumers stated that they were either satisfied or very satisfied 
with their provider’s overall service. These levels have remained stable over 
the past two years.   
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M.13 Compared to other markets, levels of satisfaction with overall service for 
telecommunications providers are comparable to levels of satisfaction with 
gas suppliers (84%), and slightly lower than satisfaction with electricity 
providers (90%) and current bank accounts (91%).   

 
M.14 Levels of satisfaction with telecommunications providers in terms of 

reliability and overall value for money are also fairly high across the major 
markets. In terms of reliability, 91% of fixed consumers, 88% of mobile 
consumers, and 76% with internet stated that they were either satisfied or 
very satisfied. Levels of satisfaction with overall value for money were 
notably lower, but still reasonably high: 63% of fixed consumers, 73% of 
mobile consumers and 69% of internet consumers stated they were either 
satisfied or very satisfied. 

 
M.15 In addition to being satisfied with their current supplier, most consumers are 

also fairly satisfied with the range of supplier choices available to them, 
especially in the mobile and internet markets, less so in the fixed market. 
The proportion of residential consumers who stated that the number of 
available suppliers was ‘about right’ is 49% for fixed lines, 41% for fixed 
calls, 56% for mobile phones, and 62% for ISPs. Only a few consumers felt 
that there were too few choices available (18% for fixed lines, 7% for fixed 
calls, 6% for mobile phones, and 13% for ISPs).  

 
Are residential consumers switching their telecommunications suppliers? 
What are the key drivers and barriers to switching? 
 
M.16 The latest Ofcom research estimates that 38% of residential consumers 

have ever switched their fixed line and/or call providers. 24% of consumers 
have ever switched their fixed line supplier and 23% have switched their 
fixed call supplier (this equates to 38% of residential consumers who have 
ever switched fixed suppliers in general). Switching levels for mobile 
phones and ISPs are slightly higher than fixed lines with 33% having ever 
switched their mobile supplier and 30% switching their ISPs. 

 
M.17 The proportion of residential consumers who have ever switched supplier in 

the fixed and mobile markets has increased. Since 2002, the percentage of 
fixed phone customers who have switched either their line and/or call 
suppliers has grown by 5 percentage points (from 33% to 38%) with most of 
this driven by an increase in switching fixed call suppliers (from 12% to 
24%). The proportion of mobile phone consumers gwho have ever switched 
grew by 10 percentage points (from 23% to 33% between 2002 and 2004). 
The continued competitiveness of indirect access suppliers within the fixed 
call market and the introduction of different priced tariffs and service 
bundles in the mobile market may partly explain these recent trends. 

 
M.18 Relative to the gas and electricity sectors, switching levels for 

telecommunications suppliers is lower. The proportion of residential 
consumers stating that they have ever switched their gas and electricity 
providers is 49% and 43%, respectively. However, switching of 
telecommunications supplier is higher than current bank account switching, 
where only 18% of residential consumers state that they have ever switched 
their bank for their main current account. 
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M.19 When asked what would induce them to switch in terms of time spent 
comparing suppliers and desired cost savings, most consumers would want 
to spend very little time to achieve significant savings by switching. Across 
the fixed, mobile and internet markets, consumers say they are only 
prepared to spend an average of 30 minutes comparing suppliers in order 
to gain monthly savings of between 30% to 75%. 

 
M.20 The main driver for switching continues to be cost savings, with service 

quality and reliability also mentioned as key factors. When asked 
specifically about the quantity and quality of information available for 
comparing suppliers on costs and quality, most consumers are generally 
satisfied with the amount of available information but they are looking for 
clearer information from more reliable information sources. 

 
Which specific groups of residential consumers are driving the current market 
dynamics? 
 
M.21 Most of the changes in use of services in the communications market are 

being driven by a fairly small group of heavy users who have the highest 
levels of interest in the telecommunications market. In this current 
programme of research we divided residential consumers into seven 
segments, and identify two relatively small groups of consumers, labelled 
‘Leading edge’ and ‘Fully connected’ that, while making up just 27% of all 
adults, account for nearly 60% of all the money spent on 
telecommunications (according to self-reported spending estimates). They 
also appear to be driving 65 to 70% of the fixed to mobile replacement 
activity. See Methodology section and Chapter 1 in this research annex for 
further details. 

 
M.22 Supplier switching activity is also being driven primarily by the ‘Leading 

edge’ and ‘Fully connected’ segments. For example, 51% of the ‘Leading 
edge’ consumers (i.e. the biggest spending and most technologically-aware 
consumer segment) have switched their fixed supplier. Also 39% have 
switched their mobile supplier, and 47% have switched their ISP. These 
switching levels are significantly higher than the overall residential 
consumer average in each market. 

 
M.23 The desire to have more reliable information on costs and quality in order to 

assist comparisons of telecoms providers is highest amongst those 
segments with the greatest levels of use and interest in 
telecommunications. ‘Leading edge’ consumers, in particular, desire 
information on costs for fixed suppliers (41% vs. total average of 31%) and 
on quality of mobile phone suppliers (40% vs. total average of 23%). 
 
Note: Across the UK’s nations and regions, we saw few significant 
differences in terms of the key attitudes and behaviours examined in this 
programme of research. 
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Small and medium sized enterprises (SMEs) 
 
Are SMEs changing the way they use telecommunications? 
 
M.24 Ofcom’s latest survey suggests that, relative to two years ago, fewer SMEs 

own a mobile phone specifically for business purposes, a drop of 11 
percentage points from 61% to around 50%. Ofcom will be examining the 
possible reasons for this decline in future research, including the possibility 
that employees of SMEs may be simply choosing to use their personal 
mobile phones rather than company-owned mobile phones. 

 
M.25 With respect to internet and broadband penetration, the proportion of SMEs 

with internet access has recently grown and stands at approximately 70%. 
The proportion with broadband internet has also risen significantly, from 
10% in 2002 to 50% in 2004. 

 
Are SMEs satisfied with telecommunications suppliers and the range of 
supplier choices available? 
 
M.26 Relative to residential consumers, levels of satisfaction with the overall 

service provided by suppliers is even higher amongst SMEs. In our most 
recent survey, 92% of fixed SMEs, 90% of mobile SMEs, and 87% of 
internet SMEs stated that they were either satisfied or very satisfied with 
their provider’s overall service. These levels have remained stable over the 
past two years.   

 
M.27 While we did not ask SMEs about their levels of satisfaction with the range 

of supplier choice available, we do know from market intelligence that SMEs 
generally have the same level of choice as residential consumers. 
Moreover, SMEs are also benefiting from the growth in suppliers who 
specifically tailor services to their business needs. 

 
Are SMEs switching their telecommunications suppliers? What are the key 
drivers and barriers to switching? 
 
M.28 The proportion of SMEs who have switched their telecommunications 

providers is somewhat higher than for residential consumers. 35% of SMEs 
have ever switched their fixed line supplier and 39% have ever switched 
their mobile phone supplier (versus 24% and 33% for residential 
consumers, respectively). In terms of internet switching, 28% of SMEs have 
switched their supplier (compared to 31% for residential consumers).   

 
M.29 The main reason for switching amongst SMEs, similar to residential 

consumers, is to reduce costs. In addition, getting better quality of service 
was also mentioned as an important reason for switching by a number of 
SMEs. When asked how much cost savings would encourage them to 
switch suppliers, SMEs, on average, stated they would want a 20% saving 
to switch fixed or mobile suppliers and just over 50% to change internet 
provider. 
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Which specific groups of SMEs are driving the current market dynamics? 
 
M.30 As in the residential market, there are two relatively small SME segments 

who account for a disproportionate amount of the total spent on 
telecommunications. These two biggest spending SME groups, labelled 
‘Top-spend tech’ and ‘High-spend followers,’ also demonstrate the highest 
usage and interest levels in telecommunications. While comprising just 29% 
of all SMEs, these two segments account for nearly half of total spend 
(according to self-reported spending estimates). 

 
M.31 While slightly more likely to have switched suppliers compared to the other 

SME segments, these two biggest spending segments are much more likely 
than other SMEs to say that cost is the primary reason for choosing and 
switching suppliers. Specifically, 44% of ‘Top-spend tech,’ and 42% of 
‘High-spend followers’ cited the importance of costs in making their 
decisions about the choice of telecommunications providers. 
 
Note: Across the UK’s nations and regions, we saw few significant 
differences in terms of the key attitudes and behaviours examined in this 
programme of research. 

 
Large businesses 
Are large businesses satisfied with their telecommunications suppliers and the 
range of supplier choice available? 
 
M.32 In research conducted amongst a panel of large businesses in 2003, Ofcom 

found that 90% of large businesses on the panel were either fairly or very 
satisfied with their telecommunications providers overall. In addition, 92% 
were satisfied with provider reliability, 80% were satisfied with value for 
money, and 65% were satisfied with levels of customer service. 

 
M.33 In terms of the range of supplier choice, large businesses typically have 

several suppliers to choose from for the many different types of 
telecommunication services they use. In 2004, just over 75% were using BT 
for their ISDN 2 lines. Many large businesses use BT for other services as 
well: 64% for PSTN, 63% for ISDN 30, and 61% for broadband. 

 
M.34 While sample sizes were quite small and estimates are therefore to be 

viewed as directional, figures from Ofcom’s latest survey of large 
businesses suggest that BT’s value share for most of the core 
telecommunications services remains at or above 50%.  

 
Are large businesses switching their telecommunications suppliers? What are 
the key drivers and barriers to switching? 
 
M.35 Given the wide variety of telecommunications services that large 

businesses typically use, it is important to consider supplier switching rates 
by type of service. For most of the services, between 15% and 31% of large 
businesses said they had switched suppliers in the past five years. While 
the sample sizes are small and the estimates should therefore be 
considered directional, the data also suggests a fairly high level of switching 
amongst large businesses within the fixed call market – approximately 63% 
had changed fixed calls suppliers in the past five years. 
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M.36 Most large businesses that have switched in the past five years cite 

cheaper costs and better value for money as the two main reasons for 
switching. Several large businesses also cited the ability to use a single 
supplier for all their services (i.e. service bundling) as another reason for 
switching telecommunications suppliers. 

 
M.37 Among large businesses that haven’t switched in the past five years, two 

general reasons for not switching suppliers are relevant. First, many large 
businesses are relying on a single supplier for most, if not all, of their 
telecommunications services and may be reluctant to switch because of the 
time and/or money they save by bundling services with a single supplier. 
Second, many large businesses may feel that the significant time and 
energy they need to invest in completing the tendering process isn’t worth 
the potential savings to be gained by switching.  

 
Which specific groups of large businesses are driving the current market 
dynamics? 
 
M.38 Large businesses with the highest levels of turnover account for a 

disproportionate amount of the spending on telecommunications with the 
largest 16% of businesses in our analyses accounting for 51% of total 
spend. Perhaps not surprisingly, these same businesses also tend to have 
the greatest level of system complexity, the largest number of employees 
and the most sites spread across the UK (and internationally in some 
cases). 
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Top 10 key facts 
 

1. Residential consumers are spending more on telecommunications with 
approximately £14 billion spent in total (exc. VAT) during 2003 on 
telecommunications, an increase of nearly 20% in just two years. The 
amount residential consumers’ spent on fixed voice was down 6%, while 
the amounts spent on mobile phones and the internet were up 46% and 
43%, respectively. 

2. It is now more common to find a household with access to three or more 
means of communication than it is to find a household with just a fixed 
line phone. 35% of households own all of a fixed line phone, mobile 
phone(s), an internet connection and multi-channel TV. 

3. The percentage of residential consumers with home internet access 
grew from 42% to 56% over the past two years. 36% of internet homes 
are now using broadband. 

4. The percentage of residential consumers who are satisfied with their 
suppliers’ overall service is: 84% for fixed, 80% for mobile and 79% for 
internet. This compares to 84% for gas suppliers, 90% for electricity 
providers and 91% for bank current accounts. 

5. The percentage of residential consumers who have ever switched their 
suppliers varies by market: 38% for fixed lines and/or calls, 33% for 
mobile and 30% for internet. This is lower than switching levels of 49% 
for gas suppliers, and 43% for electricity providers but higher than 18% 
for banks.  

6. Many consumers say they would require significant savings to switch, 
particularly so in the fixed line market (figure 29). Most are not prepared 
to spend more than half an hour searching for information to achieve 
even these savings. 

7. Two groups of consumers, labelled ‘Leading edge’ and ‘Fully connected’ 
comprise over a quarter of all adults but account for nearly 60% of all 
the money spent on telecommunications and 70% of all the fixed-to-
mobile voice call replacements (according to self-reported spending 
estimates). 

8. 92% of fixed SMEs, 90% of mobile SMEs, and 87% of internet SMEs 
stated that they were either satisfied or very satisfied with their 
provider’s overall service.  

9. 35% of SMEs have switched their fixed line supplier, 39% have 
switched their mobile phone supplier and 28% have switched ISP. 

10. For most telecommunications services, between 15% and 31% of large 
businesses said they had switched suppliers in the past five years. At 
the same time, just over 60% said they had switched their supplier of 
fixed calls. 
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Section 2 
Residential 
 
M.39 In support of Ofcom’s strategic review of telecommunications, Ofcom’s 

market research team conducted a nationally representative survey of just 
over 2,000 adults aged 15+ in the UK during Summer 2004. This report also 
draws on previous trend data from Ofcom and Oftel surveys. For full 
methodological details of the survey, as well as the details of Ofcom’s 
consumer segmentation scheme, please refer to the Methodology section at 
the end of this annex. 

 
M.40 The chapter on residential consumers comprises four main sections. In the 

first section, we examine the major changes that have occurred in the 
telecommunications market over the past two years, focusing in particular 
on the growth of mobile and internet use. In the second section, we provide 
a more detailed view of how consumers are currently using the internet and 
their levels of overall satisfaction. In the third section, we provide a 
comprehensive review of the current state of supplier choice, focusing on 
the drivers and barriers of switching suppliers and the information needs for 
comparing suppliers on price and quality. In the last section, we summarise 
some of the small differences that currently exist across the UK’s nations 
and regions. 

 
Changes in telecommunications 
 
M.41 To understand better how the attitudes and behaviours of residential 

consumers are driving recent changes in the telecoms market, the following 
section addresses four central questions: 

 
• How are consumers changing the way they communicate using 

electronic communications networks? 

• Which kinds of consumers are driving the key market changes? 

• Which kinds of consumers are replacing fixed for mobile and data for 
voice? 

• Why are some consumers replacing fixed with mobile and voice with 
data? 

 
M.42 UK residential consumer spending on telecommunications has risen over 

recent years and grew by 20% between 2001 and 2003 from £11.6bn to 
£13.8bn. Most of this growth has been driven by volume increases in mobile 
phone and the internet use. More people are using mobile phones and the 
internet more often and the increase in usage in these two markets has 
been sufficient to offset the decline in volume in the fixed line market. 
Furthermore, this would also seem to suggest that at least some consumers 
are regularly replacing fixed voice with other forms of telecommunications. 

 
 
 
 
 



                                                 Strategic Review Telecommunications Phase 2 consultation document 

- 13 - 

M.43 When explicitly asked about replacement activity, just over 40% of all 
consumers said that there were times when they use their mobile phones 
for voice calls or text messages instead of using their fixed phones (on 
average, three mobile calls and eight texts each week). A similar proportion 
(43%) said that there were times when they send an email instead of using 
their fixed phone. 

 
M.44 The key reasons that consumers cite for actively replacing fixed voice for 

mobile voice and text messages are costs, convenience and availability 
(e.g. fixed phone is in use). The written rather than spoken nature of text 
messages and e-mail is also a major motivation for choosing to 
communicate via mobile phone and email instead of making a fixed voice 
call. 

 
M.45 Most of the shifts in the communications market, as in most other markets, 

are being driven by a fairly small group of heavy users who have the 
highest levels of spend and interest in telecommunications. Ofcom identified 
two relatively small groups of consumers, ‘Leading edge’ and ‘Fully 
connected’, as the consumer groups leading these key market shifts. 
Although they make up just 27% of all adults, these two groups account for 
60% of all consumer spend on telecommunications, 70% of fixed to mobile 
voice replacements and 65% of voice to email replacements.  

 
Are consumers changing how they communicate? 
 
M.46 The large growth in mobile revenue over the past two years was driven 

primarily through subscriber growth. The number of subscribers was up 
18% (to 47 million in 2003) with around 76% of adults owning a mobile 
phone and a further 10% living in a household with at least one mobile. Call 
minutes were also up 30% (from 26.5 billion in 2001 to 34.4 billion in 2003), 
and text volume was up 79% (from 10.6 billion in 2001 to 19 billion in 2003). 
As a result of these shifts, the mobile share of overall telecommunications 
revenue was up nine percentage points to 49% by 2003 (£6.7bn). 

 
M.47 The substantial growth in internet revenue was driven by two major trends: 

rapid growth in the number of broadband subscribers (> 500%, to over three 
million by the end of 2003) and continued growth in dial-up minutes for 
narrowband subscribers (+29%). Despite average dial-up prices dropping 
20%, the number of dial-up subscribers was down 7%. With these changes, 
broadband accounted for 30% of internet revenue in 20031. 

 
M.48 Currently 56% of households have home internet access, rising from 50% in 

2003. 60% of these opted for a narrowband connection with relatively fewer 
using unmetered subscriptions compared to one year ago (34% to 23%). 
Alongside growth in overall home internet access, the number of 
households with broadband has also continued to rise, reaching 36% of 
internet homes by August 2004.The remaining 4% claim to connect to the 
internet via other devices such as mobile phones and digital television. 

 
 
 
 

                                                           
1 In August 2003 broadband penetration stood at 18% of Internet homes 
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Figure 1. Market volumetrics (in millions) and two-year percentage changes, 2003 

v 20012 
 

2001 2003 2-Year % Change 
 Total 

spend 
(m) 

Volume 
(minutes 
or SMS) 

Total 
spend 

(m) 

Volume 
(minutes 
or SMS) 

Value Volume 

Fixed £5,720  £5,310  -7%  
 Lines £2,420 24 £2,510 24 4% -1% 
 Call 
minutes 

£3,300 90,200 £2,800 88,200 -15% -2% 

Mobile  £4,600  £6,700  46%  
 Call 
minutes  

£3,900 26,500 £5,200 34,400 33% 30% 

Text 
messages 
(SMS) 

£700 10,600 £1,500 19,000 114% 79% 

Internet £1,260  £1,800  43%  
 Subscribers    £1,250 10 4% 1% 
  (Dial-up) £1,200 9   
 Subscribers    £550 3 ≥ 500% ≥ 500% 
 
(Broadband) 

£60 0   

 
 
 
Which consumers are driving market changes? 
 
M.49 Before we explore which consumer segments are driving some of the key 

changes, we first of all examine the socio-demographic profile of residential 
consumers owning devices and services in the fixed, mobile and internet 
markets. Important consumer differences still exist by age and social class 
with respect to fixed phone, mobile phone and internet ownership: 
ownership and use of a fixed phone increases with age. Twenty percent of 
residential consumers aged 15-24 did not have a fixed phone at home in 
2003. Relative to consumers aged 15-44 who have very high rates of 
mobile use (89-91%) and internet ownership (58-64%), those aged 65+ 
have significantly lower rates. 36% of over 65’s personally use a mobile, 
20% have home internet access and 2% use a broadband connection. Such 
age differences increased slightly relative to 2001, indicating a growing age 
divide in ownership of telecommunications. 

 
M.50 Ownership and usage also vary significantly by social economic group (and 

income). A direct comparison of ABs and DEs highlights the key 
differences: fixed phone ownership stands at 98% amongst ABs which 
compares to 85% amongst DEs. For mobile the respective figures are 85% 
and 64%, PC ownership 84% v 40%; home internet access 76% v 30%; 
and broadband connection 28% v 11%. However, in the past two years, 

                                                           
2 Ofcom’s market intelligence, total spend figures do not include VAT, 2001-2003 
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mobile and internet ownership have increased slightly more for DEs than 
the other social classes, reducing the gaps slightly. 
 

 
Figure 2. Penetration rates by age and social class3 

 
 
 
Figure 3. Change in penetration rates by age and social class, 2004 v 20024 

 
 
Segmenting residential consumers 
 
M.51 While comparing consumers across demographics is informative, it can 

sometimes give an incomplete picture as many consumers of the same 
age, for example, often think and communicate very differently. It is 
therefore useful to also compare consumers on the basis of key attitudinal 
and behavioural factors that define how they think and act regarding 
different forms of telecommunications. 

 

                                                           
3 2131 UK adults, May-June ’04, MORI survey 
4 2131 UK adults, May-June ’04, MORI survey and 2258 UK adults, May ‘02 

  Age SES 
 Total 15-24 25-34 35-44 45-64 65+ AB C1 C2 DE 

Fixed Phone  
Have in household 92% 80% 90% 92% 96% 99% 98% 93% 93% 85%
Mobile Phone 
Have in household 84% 95% 97% 96% 88% 48% 93% 89% 85% 72%
Use 76% 91% 89% 89% 76% 36% 85% 80% 74% 64%
Computer and internet in household 
Has computer(s) 63% 72% 71% 76% 71% 25% 84% 71% 58% 40%
Has internet 54% 58% 61% 64% 64% 20% 76% 63% 46% 30%
Has broadband 18% 22% 23% 24% 21% 2% 28% 21% 12% 11%
Has narrowband 34% 34% 38% 39% 41% 17% 46% 40% 33% 18%

  Age SES 
 Total 15-24 25-34 35-44 45-64 65+ AB C1 C2 DE

Fixed Phone  
Have in household -1 -1 -3 -2 1 0 -2 -2 -3 -1 
Mobile Phone 
Have in household 6 4 5 5 8 5 3 3 4 9 
Use 8 4 6 10 11 4 7 3 5 11 
Computer and internet in household 
Has computer(s) 11 10 10 5 18 9 7 9 8 11 
Has internet 11 10 10 2 20 9 7 9 5 10 
Has broadband 15 19 19 19 17 2 22 17 10 10 
Has narrowband -4 -7 -8 -16 3 7 -15 -6 -4 1 
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M.52 Below, we introduce seven distinct residential consumer groups who were 
segmented across a wide variety of attitudinal and behavioural factors, 
including total spend, use of devices, telecoms category knowledge, 
supplier satisfaction, price sensitivity and brand loyalty. Note that while 
these groups have been defined in terms of attitudes and behaviour, they 
are also fairly distinct in terms of demographics (discussed below). The 
following chart illustrates each of the consumer segments in relation to their 
attitude to technology and overall quarterly spend on telecoms. This is 
followed by a brief description of each of these residential consumer 
segments which is then illustrated in table format for reference. 
 

 
Figure 4. Residential segments illustrated by their attitude to technology and 

quarterly telecoms spend 

Residential Consumer Segments
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Description of residential segments5 
 
‘Leading edge’ (9%) 

 
M.53 Consumers in this segment tend to be around 40 years old and more likely 

to have children at home. They have a high level of interest in technology, 
and believe they are more knowledgeable about telecoms than most. This 
segment all have internet at home, typically using broadband, and near 
ubiquitous mobile phone ownership. Typically they are high telecoms 
spenders (c. £360 per quarter) and say they are willing to pay a little more 
for favoured suppliers. They are the most likely segment to have switched in 

                                                           
5 Note that spend data reported in this section is based on consumer self-reported estimates of the 

amount they spend on telecommunications. 

Leading edge 
Fully connected 

Low spend tech 

Mainstream 
internet users Market average 
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the fixed and internet markets. However, while they tend to find ISP 
comparisons easy, they are not so sure about fixed and mobile suppliers.   

 
‘Fully connected’ (18%) 

 
M.54 ‘Fully connected’ consumers are similar to those in the ‘Leading edge’ 

segment in terms of age, internet and mobile ownership and willingness to 
pay for favoured suppliers. They are also relatively high spenders (c. £301 
per quarter). However, these consumers tend to use a narrowband 
connection. They are generally indifferent to technology although they claim 
to try to keep up with new developments. This segment is more likely to 
have switched in the fixed and mobile markets, although they find supplier 
comparisons difficult due to insufficient information.  

 
‘Mainstream internet users’ (14%) 

 
M.55 These consumers tend to be male and of average age (45). They are 

generally interested in technology and try to keep up with new 
developments. Almost all have internet access and at least one mobile in 
the household. Similarly to ‘Fully connected’ consumers, they tend to use 
narrowband internet access. However, they spend significantly less per 
quarter on telecoms (c. £146). While being potentially open to using 
alternative suppliers, these consumers are less likely to have switched in 
the fixed market, perhaps as they say they find it hard to make 
comparisons.   

 
‘Market average’ (26%) 

 
M.56 This is the largest consumer segment and displays fairly average 

demographics, attitudes, and behaviours towards technology. Penetration 
of internet in the home is in fact lower than average. These consumers 
spend around £128 per quarter on all telecoms services. There is a general 
feeling amongst this segment that alternative suppliers across each of the 
telecoms markets are fairly similar.  

 
‘Low-spend mobile’ (12%) 

 
M.57 These consumers are of average age (45); tend to be female and less likely 

to have children in the household. As their name suggests all of them have 
a mobile, and most claim they could not live without it. However, they 
generally feel they don’t keep up with technology. This is confirmed by 
lower than average home internet access. This group have below average 
overall quarterly telecoms spend (c. £52).  

 
‘Low-spend tech’ (4%) 

 
M.58 This is the smallest of the seven segments. They are the youngest group of 

consumers (average 26). Technology is important to them, confirmed by 
ubiquitous mobile ownership and above average broadband and internet 
penetration. However, they are lower than average spenders, spending a 
similar amount to ‘Low-spend mobile’ consumers (£56 per quarter).  
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‘Not involved’ (16%) 

 
M.59 As their name suggests this group claim not to keep up with technology. 

They are typically older and live in smaller than average households. They 
are least likely to own mobiles and claim they could easily live without them. 
They are also less likely than average or have internet access at home. 
This group spend the least on telecoms services (c. £38). 
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Figure 5. Behavioural profiles of consumer segments6 
 

 Segment 

 Total Leadi
ng 

edge 

Fully 
connec

ted 

Main-
strea

m 
intern

et 
users 

Mark
et 

aver
age 

Low
-

spe
nd 

mob
ile 

Low-
spen

d 
tech 

Not 
involv

ed 

Volumetrics 
% of Consumers 100

% 
9% 18% 14% 26% 12% 4% 16% 

% of Total Spend 100
% 

21% 36% 13% 21% 4% 1% 4% 

Total Spend Index 100 225 202 93 79 33 23 24 
Total Quarterly 
Spend7  

£147 £360 £301 £146 £128 £52 £56 £38 

Spend mix 
Spend % - Fixed 
Phone 

39% 32% 30% 42% 40% 42% 23% 95% 

Spend % - Mobile 
Phone 

36% 36% 38% 27% 37% 57% 70% 2% 

Spend % - internet 12% 19% 11% 27% 3% 1% 8% 1% 
Spend % - Multi-
channel TV 

13% 13% 21% 5% 19% 0% 0% 1% 

Fixed phone 
Have in household 92% 100% 94% 97% 90% 77% 92% 95% 
Mobile phone 
Have in household 84% 97% 98% 95% 89% 100

% 
100
% 

31% 

Use 76% 93% 96% 85% 79% 100
% 

100
% 

6% 

Computer and internet 
HH has computer(s) 63% 99% 77% 99% 51% 51% 86% 23% 
HH has internet 54% 99% 68% 99% 35% 37% 69% 15% 
HH has broadband 18% 71% 16% 23% 12% 8% 24% 3% 
Multi-channel TV 
Have in household 53% 71% 82% 47% 64% 26% 61% 17% 
 
 
M.60 When comparing the groups, the first important observation to note is that 

spending levels on communications are very distinct, with ‘Leading edge’ 
and ‘Fully connected’ consumers spending well over £300 every quarter. In 
contrast, ‘Mainstream internet users’ and ‘Market average’ individuals 
spend about £135 each quarter, and ‘Low-spend mobile users’, ‘Low-spend 
tech’, and ‘Not involved’ individuals all spend less than £60. As a result, the 

                                                           
6 2131 UK adults, May-June ’04, MORI survey 
7 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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27% of all residential consumers that are ‘Leading edge’ and ‘Fully 
connected’ individuals account for nearly 60% of telecommunications 
spend. At the other extreme, ‘Low-spend mobile’, ‘Low-spend tech’, and 
‘Not involved’ individuals, while 32% of all residential consumers, account 
for just 8% telecommunications spend. Note that these spend figures are 
based on consumer estimates of their spend on telecommunications. 

 
M.61 The second observation to make is the significant differences across the 

groups in terms of ownership of technology-based communication devices. 
As expected, the highest spending ‘Leading edge’ and ‘Fully connected’ 
segments also have some of the highest levels of ownership for all 
technology devices. ‘Mainstream internet users’ are similar to ‘Leading 
edge’ and ‘Fully connected’ individuals except that they are much less likely 
to have multi-channel TV, partly explaining their lower relative spend.  

 
M.62 The lower-spending ‘Low-spend mobile’ and ‘Not involved’ segments both 

have relatively low levels of internet and multi-channel TV ownership (as 
well as spending much less on their fixed and mobile phones). Note also 
that while ‘Low-spend mobile users’ use mobiles, ‘Not involved’ consumers 
primarily use only their fixed phones, consistent with usage differences in 
these segments. 

 
M.63 As figure 6 below demonstrates, the attitudes of the seven groups help to 

explain the behavioural differences we see above: the four groups with the 
highest levels of device ownership place significantly more importance on 
technology in general and on keeping up with the latest technological 
devices and services. This is particularly true for the highest spending 
segments, ‘Leading edge’ and ‘Fully connected’, who are often the first to 
buy the latest products and could not imagine life without their mobiles. Not 
surprisingly, ‘Low-spend tech’ share very similar views to ‘Leading edge’ 
and ‘Fully connected’ individuals but either cannot or choose not to spend 
as much on technology. 
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Figure 6. Attitudinal profiles of consumer segments8 
 Segment 

 Total Leadi
ng 

edge 

Fully 
connec

ted 

Main-
strea

m 
intern

et 
users 

Mark
et 

aver
age 

Low
-

spe
nd 

mob
ile 

Low-
spen

d 
tech 

Not 
involv

ed 

Volumetrics 
% of Consumers 100

% 
9% 18% 14% 26% 12% 4% 16% 

Average Quarterly 
Spend9 

£147 £360 £301 £146 £128 £52 £56 £38 

Attitudes 
Technology is 
important to me 

63% 86% 73% 78% 60% 49% 86% 34% 

I try to keep up with 
technology 

52% 79% 65% 66% 47% 37% 77% 24% 

I see myself as 
knowledgeable about 
new technology 

32% 57% 40% 39% 30% 17% 45% 14% 

One of the first to 
buy the latest 
products or services 

22% 46% 30% 20% 22% 13% 24% 5% 

I could [NOT] happily 
live without a mobile 
phone  

45% 75% 56% 44% 47% 43% 63% 10% 

When I find a brand I 
like, I stick to it 

81% 88% 79% 74% 87% 79% 73% 79% 

 
 
 
M.64 As reflected in their behaviour, both ‘Low-spend mobile’ and ‘Not involved’ 

individuals place significantly less importance on technology in general with 
few keeping up with technology or rushing out to buy the latest products 
and services. In sum, these two specific groups of individuals spend very 
little on communications, rarely own internet or multi-channel TV and seem 
to care very little about keeping up with technology.  

 
M.65 There are also clear demographic differences across the seven consumer 

groups which help us understand differences in behaviours and attitudes. 
The most obvious skews are for the two lowest-spending groups: the ‘Low-
spend tech’ and ‘Not involved’ individuals are virtual opposites 
demographically with the ‘Not involved’ individuals disproportionately older, 
retired, DE socio-economic groups and more likely to have a long term 
illness or disability and the ‘Low-spend tech’ (44% of whom are students) 
disproportionately young, living in larger households and not working. 

 

                                                           
8 2131 UK adults, May-June ’04, MORI survey 
9 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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M.66 The other strong demographic are that the ‘Leading edge’ individuals and 
‘Mainstream internet users’: both are similar in age (averages of 40 and 43) 
and are disproportionately AB and male. In contrast, ‘Low-spend mobile 
users’ individuals are disproportionately female, a bit older (average age of 
48) and live in smaller households. 
 

 
Figure 7. Demographic profiles of consumer segments10  

 Segment 
 Total Leading 

edge 
Fully 

connected 
Main-

stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 9% 18% 14% 26% 12% 4% 16% 
Average Quarterly Spend11 £147 £360 £301 £146 £128 £52 £56 £38 
Demographics 
Age 15-24 16% 10% 14% 16% 19% 14% 66% 4% 
Age 65+ 19% 0% 10% 9% 16% 22% 0% 61% 
Average age 45 40 39 43 43 48 26 60 
Household size 1-2 50% 36% 34% 45% 45% 65% 23% 81% 
Household size 3+ 50% 64% 66% 55% 55% 35% 77% 19% 
Student 6% 4% 3% 7% 6% 4% 44% 2% 
Not working 21% 13% 20% 16% 26% 22% 54% 15% 
Retired 22% 2% 7% 14% 19% 25% 2% 64% 
Have disability 15% 6% 11% 9% 16% 16% 5% 30% 
AB 25% 41% 24% 38% 19% 23% 32% 14% 
 
 
Who is replacing fixed for mobile and voice for data? 
 
M.67 As noted earlier, while voice call minutes via fixed phones were falling 

between 2001 and 2003, call minutes and texts via mobile phones were 
growing rapidly. Internet (and email) usage was also climbing substantially, 
driven by increases in the number of broadband subscribers and the time 
spent online by dial-up subscribers. These trends suggest that part of the 
volume decline in fixed voice can be attributed to consumers increasingly 
using their mobiles (and email) instead of their fixed phones.  

 
M.68 In the latest Ofcom survey, we asked consumers if they were using their 

mobile phones at home to make a voice call instead of just using their fixed 
phones. We asked them the same question about using their mobile 
phones to send texts in place of voice calls, and using email instead of 
making a voice call. We also asked them to estimate the number of times in 
an average week they thought they generally made a mobile voice call, sent 
a text message or sent an email when they might previously have made a 
fixed voice call. 

 
M.69 As shown below, it is clear that some consumers are actively replacing fixed 

voice calls with 42% saying they sometimes use their mobile phones to 
make a call instead of their fixed phone (on average three times weekly). 
43% also said they sometimes use their mobile phones at home to send a 

                                                           
10 2131 UK adults, May-June ’04, MORI survey 
11 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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text instead of making a voice call with their fixed phone (on average eight 
times weekly).  

 
M.70 Four of the seven consumer segments (less than half of all individuals) are 

making most of the fixed phone replacements. Of these four groups driving 
replacements, just two, ‘Leading edge’ and ‘Fully connected’ consumers, 
are making 60% of all ‘replacements.’ ‘Leading edge’ consumers (just 9%), 
are making 54% of the voice to email replacements. ‘Fully connected’ 
consumers (18%), are making 45% of the fixed voice to mobile voice 
replacements. 
 

 
Figure 8. Penetration and average weekly replacements by consumer segment12 

 Segment 
 Total Leading 

edge 
Fully 

connected 
Main-

stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 9% 18% 14% 26% 12% 4% 16% 
Average Quarterly Spend13 £147 £360 £301 £146 £128 £52 £56 £38 
Have fixed only 10% 0% 0% 0% 4% 0% 0% 54% 
Have mobile only 5% 0% 3% 0% 7% 20% 7% 1% 
Have fixed and mobile 77% 98% 92% 92% 78% 77% 92% 31% 
Use mobile 69% 93% 91% 83% 69% 77% 92% 6% 
Ever replace fixed with 
mobile – Yes 

42% 70% 67% 50% 40% 27% 58% 2% 

Frequency of replacing 
(weekly) 

3 8 8 3 3 3 3 * 

Use text messaging 47% 75% 67% 59% 47% 33% 90% 1% 
Ever replace fixed with 
mobile text – Yes 

45% 72% 62% 57% 44% 30% 85% 1% 

Frequency of replacing 
(weekly) 

8 8 8 3 8 3 8 * 

Have voice and internet 53% 99% 68% 99% 35% 37% 69% 15% 
Use internet at home 49% 98% 59% 97% 28% 30% 69% 11% 
Ever replace voice with email 
- Yes 

43% 96% 49% 87% 23% 25% 62% 8% 

Frequency of replacing 
(weekly) 

3 15 3 4 3 3 3 3 

* base sizes too small to report 
 
 
Figure 9. Share of replacements by consumer segment12 

 Segment 
 Total Leading 

edge 
Fully 

connected 
Main-

stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 9% 18% 14% 26% 12% 4% * 
Average Quarterly Spend12 £147 £360 £301 £146 £128 £52 £56 * 
Weekly Replacements 100% 31% 28% 12% 19% 4% 6% * 
Fixed voice to mobile voice 100% 23% 45% 10% 14% 4% 3% * 
Fixed voice to mobile texts 100% 18% 30% 8% 31% 4% 9% * 
All voice to email 100% 54% 11% 20% 7% 4% 3% * 
* base sizes too small to report  

                                                           
12 1379 UK adults with both fixed and mobile phone in household, May-June ’04, MORI survey. References to fixed and mobile only 

homes refer to homes without any other method of communication including internet and multi-channel TV 
13 Note that spend data is based on consumer estimates and should therefore be treated as indicative of actual spend. 
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Why are some consumers replacing fixed voice calls? 
 
Fixed voice to mobile voice 

 
M.71 Overall, the two main reasons consumers replace fixed voice with mobile 

voice is because the fixed phone line is already in use (e.g. by someone 
else in the household or the internet) or because calling from their mobiles 
is sometimes cheaper (e.g. if consumers have not used up inclusive 
minutes). The convenience of calling certain numbers for instance using the 
address book in the mobile phone, and being more convenient in certain 
instances, was also mentioned. 

 
M.72 Of the three groups doing most of the fixed-mobile voice replacement (who 

are also most keen on technology-based communications),’Leading edge’ 
and ‘Fully connected’ consumers are replacing fixed with mobile calls for 
similar reasons mentioned above and ‘Low-spend tech’ are primarily 
replacing when the fixed line is already in use. 

 
 
Figure 10. Reasons for replacing fixed voice with mobile voice14 

 Segment 
 Total Leading 

edge 
Fully 

connected 
Main-

stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 9% 18% 14% 26% 12% 4% * 
Average Quarterly Spend15 £147 £360 £301 £146 £128 £52 £56 * 
Use mobile when it’s cheaper/free 
Use up free mobile minutes 14% 29% 24% 17% 13% 4% 11% * 
Use to call mobiles on same 
network 

15% 25% 24% 18% 14% 7% 22% * 

Use mobile when it’s more convenient 
Use to call certain numbers 9% 20% 13% 11% 8% 2% 13% * 
Use at certain times of the 
day 

7% 15% 13% 7% 7% 2% 11% * 

Use to call mobiles on 
different network 

8% 18% 16% 8% 7% 3% 14% * 

Use mobile even when it's 
more expensive 

8% 18% 9% 8% 6% 7% 17% * 

Use mobile when fixed line is tied up 
Use when home phone is 
being used by someone else 

17% 32% 24% 24% 14% 8% 43% * 

Use when home phone line 
is connected to internet 

12% 15% 22% 26% 5% 6% 24% * 

* base sizes too small to report  
 
 
Fixed voice to mobile text messaging 

 
M.73 In general, the main reasons consumers send text messages rather than 

make fixed voice calls is because text is often perceived to be cheaper and 
more convenient than making a call with their fixed phones. The unique 

                                                           
14 1379 UK adults with both fixed and mobile phone in household, May-June ’04, MORI survey 
15 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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ability to send (and keep) text-based information and messages without 
having to converse with the recipient was also mentioned.  

 
M.74 Notable figures by consumer segment are: 42% of ‘Leading edge’ 

individuals send texts for the convenience; 34% of ‘Mainstream internet 
users’ send a text message because it’s cheaper; over half of the ‘Low-
spend tech’ rely on text for cost (54%) and convenience (53%). 

 
 
Figure 11. Reasons for replacing fixed voice with mobile text messages16 

 Segment 
 Total Leading 

edge 
Fully 

connected 
Main-

stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 9% 18% 14% 26% 12% 4% * 
Average Quarterly Spend17 £147 £360 £301 £146 £128 £52 £56 * 
Use text when it’s cheaper/free 
Use up free text messages 8% 12% 12% 10% 10% 2% 23% * 
Use because it's cheaper 23% 27% 29% 34% 23% 15% 54% * 
Use text when it’s more convenient 
Use because it's more 
convenient 

19% 42% 21% 23% 18% 12% 53% * 

Use when sending same text 
to multiple people 

8% 21% 8% 12% 5% 2% 25% * 

Use text when don’t want to converse 
Use when don't want to 
speak to person 

11% 29% 16% 15% 7% 3% 27% * 

Use when I don't have time 
for a conversation 

15% 34% 20% 20% 12% 5% 37% * 

Use text to send text information 
Use to leave a message 15% 30% 19% 23% 9% 12% 32% * 
Use to communicate short 
information / instructions 

12% 31% 11% 19% 8% 3% 34% * 

Use to give the recipient 
information they can keep 

7% 24% 9% 12% 2% 1% 16% * 

* base sizes too small to report 
 
 
Fixed voice to email 

 
M.75 Similarly to the use of text messaging, most individuals who sometimes use 

email instead of making a voice call are doing so for costs and convenience 
reasons. Thirty five percent mentioned using email because it’s cheaper 
and 26% mentioned the convenience. 

 
M.76 As shown in figure 12, the three most internet savvy groups drive most of 

the email replacements but the reasons vary somewhat by group: 64% of 
‘Leading edge’ and 53% of ‘Mainstream internet users’ use email because it 
is more convenient; 41% of ‘Mainstream internet users’ and 42% of ‘Low-
spend tech’ mentioned the cheaper cost of email. 

 

                                                           
16 1379 UK adults with both fixed and mobile phone in household, May-June ’04, MORI survey 
17 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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Figure 12.  Reasons for replacing voice with email18 
 Segment 

 Total Leading 
edge 

Fully 
connected 

Main-
stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 9% 18% 14% 26% 12% 4% 16% 
Average Quarterly Spend19 £147 £360 £301 £146 £128 £52 £56 £38 
Use E-mail when it’s cheaper/free 
Use because it's cheaper 35% 36% 21% 41% 10% 9% 42% 3% 
Use E-mail when it’s more convenient 
Use because it's more 
convenient 

26% 64% 28% 53% 12% 16% 33% 5% 

Use when sending same E-
mail to multiple people 

14% 49% 8% 33% 4% 6% 28% 2% 

Use because recipient's not 
contactable now 

13% 42% 10% 34% 4% 5% 19% 2% 

Use E-mail when don’t want to converse 
Use when don't want to 
speak to person 

8% 28% 7% 17% 2% 3% 17% 2% 

Use when I don't have time 
for a conversation 

11% 41% 9% 21% 3% 4% 17% 2% 

Use E-mail to keep information 
Use to keep record of contact 10% 41% 6% 25% 3% 3% 9% 2% 
Use to give the recipient 
information they can keep 

12% 46% 6% 30% 4% 5% 14% 1% 

 
 
 
Connecting to the internet 
 
M.77 As part of Ofcom’s consideration of the impact of internet services on the 

future of telecommunications, the following section assesses the current 
levels of consumer involvement with the internet and broadband. We 
address two fundamental questions: 

 
• Which consumers are using the internet? 

• How are consumers using the internet? 

 
M.78 Home internet access has continued to grow from 50% to 56% of 

households in the last year. During this time the number of internet 
households with broadband access has risen to 36%, driven by higher 
income and technology-aware consumers. However, access to broadband 
via DSL or cable modem is not available to all consumers. An additional 
one in ten adults do not have home access, but access the internet 
elsewhere (e.g. internet café, college, work). 

 
M.79 There is significant variation in residential consumer use of the internet as 

illustrated by comparing the internet activities of different consumer 
segments. The two technology enthusiast segments, for example, are the 
only consumer groups actively making use of high bandwidth services, by 
using their internet connection for activities that dependent on a higher 

                                                           
18 1177 UK adults with internet, May-June ’04, MORI survey 
19 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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speed connection, e.g. 12% of ‘Leading edge’ individuals say they are 
currently using their internet connection to make voice calls and 43% of the 
‘Low-spend tech’ are using online gaming. 
 

M.80 In general, satisfaction with overall internet services and online speed is 
currently quite high, with most narrowband and broadband users saying 
they see little need to obtain faster speeds in the near future20. With regard 
to service providers, 86% of consumers with broadband access and 77% 
with narrowband are either quite or very satisfied with their current service 
supplier.  

 
Which consumers are using the internet? 
 
M.81 Home ownership of PCs and internet access has continued to grow, as 

illustrated below with around an additional 6% of consumers connecting for 
the first time in the last 12 months. In the UK a further 2% of consumers 
access the internet at home via other devices such as TV or 3G mobile 
phones. 85% of home PCs are currently connected to the internet. Of those 
with internet access at home, about 7% choose not to use it personally.  

 
Figure 13. Trend in PC and internet penetration at home21 

50% 53%
61% 64%

39% 42%
50%

56%

2001 2002 2003 2004

PC Internet

 
M.82 Relative to other countries, the proportion of households with broadband 

internet access in the UK is lower than North America, Scandinavia and 
Japan, is broadly comparable to France and has overtaken Germany and 
Japan. 

 
M.83 The majority of people who access the internet in the UK do so from only 

one location; for 76% of internet users, this is at home. Nearly a quarter 
access the internet from both work and home. Of those who do not have 
internet access at home, 21% access the internet from other places such as 
work, school and public libraries. Many of the latter consumers fit the 
demographic profile of non-PC owners who access the internet regularly - 
younger, single, working, and urban.  

 
M.84 Alongside overall internet growth, the number of households with 

broadband access (DSL or cable modem) has also continued to rise, 
reaching 36% of internet homes in August 2004. This recent growth is 
driven predominantly by ADSL, as the rate of cable subscriptions has 

                                                           
20 This is not necessarily an indication of future prospects, as this is based on current perceptions and 

expectations. 
21 2116 UK adults, Aug 04, MORI survey 
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slowed. Overall, 60% of internet households use either dial-up over an 
ordinary telephone line or ISDN, the remainder use some other form of 
access such as mobile phones or digital television. Relatively fewer 
narrowband users have unmetered subscriptions currently in comparison to 
one year ago (34% in 2003 to 23% in 2004).  
 

 
Figure 14. Internet access by connection method and package22 
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M.85 In terms of basic demographic profiling, narrowband users are slightly older 

(13% are retired), live in smaller households (40% in two person 
households), and have more conservative attitudes to technology overall. 
However this generalisation masks some subscribers who have possibly 
been prevented from connecting to broadband by access problems (at least 
in the recent past) - 36% of narrowband users live in small towns or rural 
areas as opposed to 16% of broadband users.  

 
M.86 Broadband is most popular among larger and higher spending households. 

A key part of the recent growth in subscriptions comes from upgrading from 
narrowband, particularly by the higher income groups. New subscriptions in 
general are more evenly spread by social class, but basic attitudes to 
technology also influence the decision to upgrade, with more technology-
savvy consumers significantly more likely to move to broadband. 

 
M.87 Amongst the residential consumer segments, the highest take up of 

broadband is with the ‘Leading edge’ group (71% of this group have 
broadband at home). Consumer choice to use a broadband connection is 
influenced by attitudinal factors in addition to their income and overall 
spend. ‘Mainstream internet users’ (23%) have higher broadband 
connection rates than the ‘Market average’ (12%) consumer segment. ‘Low-
spend tech’ (24%) have higher broadband connection rates than the high 
spending ‘Fully connected’ (16%) segment. 
 
 

 

                                                           
22 1177 UK adults with home internet, Aug 04, MORI survey. NOTE broadband figures for 2002 and 

2003 are based on subscriber figures provided to Oftel hence total do not equal 100%. Ofcom’s 
research data is currently comparable with industry statistics 
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How are consumers using the internet? 
 
M.88 The core stated uses of the internet, regardless of home connection type or 

work only access, are for sending email and general ‘surfing’, illustrated 
below. For users with work-only access or a broadband connection at 
home, downloading information for work is also a key use (55% and 56% 
respectively using the internet for this purpose). Narrowband users say they 
spend less time online and download less from the internet. Broadband 
users are significantly more likely to say they purchase goods, bank online, 
download music, download video clips, use instant messaging, listen to 
digital radio and make voice calls. 
 

 
Figure 15. Stated internet use by access type23 

 Total Broadband Narrowband Work only 
Volumetrics 

% of Consumers 100% 34% 58% 8% 
Internet use 
Email 73% 82% 71% 55% 
General Surfing 67% 76% 63% 33% 
Purchasing Goods 57% 71% 51% 21% 
Banking 44% 60% 37% 20% 
Download Info for Work 43% 56% 37% 55% 
Download Info for Study 42% 51% 38% 12% 
Download Music 32% 51% 22% 4% 
Instant Messaging 25% 41% 17% 8% 
Playing Games 26% 38% 20% 5% 
Download Video Clips 15% 27% 8% 3% 
Digital Radio 12% 23% 6% 0% 
Chatrooms 11% 19% 7% 5% 
Text messaging (SMS) 10% 14% 8% 3% 
Gambling/Trading 6% 10% 4% 0% 
Making Voice Calls 4% 9% 2% 1% 
Other 4% 2% 6% 10% 
Internet use (hours per week) 
Median usage 8 18 4 - 

 
 

M.89 The technology aware ‘Leading edge’ group and the younger ‘Low-spend 
tech’ are making the widest use of the internet. Significant proportions of 
these groups use their internet connection for niche activities, such as 
online gaming, listening to digital radio and ‘chat-rooms’. The ‘Leading 
edge’ segment is the most likely to use the internet for banking and 
purchasing goods. 

 
 
 

                                                           
23 1019 adults who use the internet, at work only or by a home connection of known type, May-June 

2004 MORI 



Strategic Review Telecommunications Phase 2 consultation document 

- 30 - 

Figure 16. Stated internet use by consumer segment24 
 

 Segment 
 Total Leading 

edge 
Fully 

connected 
Main-

stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Volumetrics 
% of Consumers 100% 17% 22% 25% 17% 8% 6% 5% 
Internet use by segment 
Email 73% 90% 66% 81% 54% 68% 88% * 
General surfing 67% 78% 65% 73% 60% 49% 75% * 
Purchasing Goods 57% 80% 48% 65% 42% 50% 63% * 
Banking 44% 72% 39% 45% 32% 39% 40% * 
Download info for Work 43% 73% 33% 50% 25% 29% 45% * 
Download info for Study 42% 49% 36% 49% 34% 28% 73% * 
Download Music 32% 42% 32% 33% 30% 20% 38% * 
Instant Messaging 25% 35% 22% 23% 21% 14% 52% * 
Playing Games 26% 30% 27% 26% 23% 12% 43% * 
Download Video Clips 15% 26% 8% 17% 11% 5% 25% * 
Digital Radio 12% 19% 7% 15% 7% 7% 16% * 
Chatrooms 11% 14% 12% 9% 14% 2% 16% * 
Text messaging (SMS) 10% 13% 9% 9% 6% 8% 30% * 
Gambling/Trading 6% 13% 5% 7% 2% 8% 2% * 
Making Voice Calls 4% 12% 2% 3% 4% 3% 0% * 
Other 4% 2% 4% 4% 7% 8% 0% * 
Internet use (hours per week) 

Median use 8 13 8 8 8 4 8 4 
*base sizes too small to report 
 
 
 
Choosing and switching telecoms suppliers 
 
M.90 Over recent years there have been significant increases to the level of 

choice in the telecoms market in terms of suppliers and services. To 
understand more about what impact this has had on how consumers 
purchase telecoms services, the decisions they make and their opinion of 
the current market, the following sections address eight questions: 

 
• What supplier choices do consumers have? 

• Are consumers satisfied with the level of choice?  

• How are consumers purchasing telecommunications? 

• How satisfied are consumers with their telecoms services? 

• Which consumers are driving switching in telecoms? 

• What are the key drivers and barriers to switching? 

• Which consumers need help comparing suppliers? 

• What information will they use to make comparisons? 

 
 

                                                           
24 1061 adults with home internet access, May-June ’04, MORI survey 
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M.91 Consumers have different levels of choice available to them depending on 
where they live, which in turn impacts on supplier awareness. Spontaneous 
awareness of alternative suppliers is highest in the mobile market (78%) 
and lowest for fixed voice calls (37%). Awareness of alternate suppliers in 
the internet market stands at 58%.  

 
M.92 Overall consumers are satisfied with the level of supplier choice on offer. 

However, residential consumers’ opinions on the current level of choice 
largely reflect their level of interest in different services. Those with a 
greater interest in particular services want more choice, while those with a 
low interest in telecoms want less choice. The internet and mobile markets 
have the highest supplier awareness (67% aware of three or more mobile 
network operators/service providers and 49% were aware of three or more 
ISPs) and satisfaction with the perceived level of choice stands at 62% and 
56% respectively.   

 
M.93 When it comes to making decisions about which telecoms suppliers to use, 

selection of fixed services and ISPs are generally joint household decisions. 
This is particularly true within larger households, perhaps reflecting the 
communal use of these services. Mobile phone service/phone selection is 
largely an individual decision. A quarter of residential consumers currently 
purchase various telecoms services as a bundle. The most popular bundles 
are fixed line services combined with either internet or multi-channel TV. 
The decision to bundle is largely driven by cost and convenience. 

 
M.94 In general, levels of satisfaction with telecoms services overall have 

remained stable over the past few years. Currently around four in five 
consumers in each market are satisfied with the overall level of service 
received. In comparison to other markets, satisfaction is broadly similar to 
the gas market (84%), but slightly lower than for electricity (90%) and 
current bank accounts (91%). However, significantly higher proportions are 
‘very satisfied’ with their utilities and current bank accounts than they are 
with each of the telecoms markets.  

 
M.95 Around six in ten residential consumers in each of the internet and mobile 

markets have never considered switching supplier, and seven in ten in the 
fixed line market. Overall, residential consumers appear to be choosing not 
to switch as opposed to being ‘prevented’ from doing so. Around one in ten 
consumers in each telecoms market considered switching supplier but 
ultimately remained with their incumbent. While cost is a key driver in choice 
of a supplier, service quality and reliability are other important 
considerations. Consumers in the fixed market are least likely to consider 
switching supplier, and in order to switch say they would require savings 
that are the equivalent of around 75% of their monthly phone bill.  

 
M.96 Switching is being driven by ‘Leading edge’ and ‘Fully connected’ residential 

consumers, indicating that propensity to switch increases with consumers’ 
involvement in telecoms markets. Switching levels in the fixed calls and 
mobile markets both experienced a significant rise over the past 12 months. 

 
M.97 Some consumers are dissatisfied with the amount of reliable information 

available to compare providers. Opinions vary by market with consumers 
generally finding it hardest to make comparisons in the fixed market. While 
the key desired information appears to be on price, significant proportions of 
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consumers are also interested in assessing suppliers on their level of 
service.  

 
What supplier choices do consumers have? 
 
Fixed and internet markets 

 
M.98 The choice of fixed line suppliers for residential consumers varies according 

to where they live in the UK. Currently around half of households in the UK 
have the option to use a cable operator, giving residential consumers living 
in cabled areas a choice between two fixed line suppliers – BT (or Kingston 
Communications in Hull) and either ntl or Telewest Broadband.25 

 
M.99 Given that the main method of internet access is via a fixed line, the choice 

of Internet Service Provider (ISP) is largely dependent on which fixed line 
supplier residential consumers are using. There is a wide range of ISPs 
available to residential consumers with a BT line. However this range is 
significantly limited for broadband customers opting to use cable.  

 
Indirect suppliers 

 
M.100 There are various options for residential consumers in the fixed calls 

market. During 1986 Mercury began offering the first indirect services, 
offering residential consumers an alternative method of purchasing fixed 
voice calls. Most of these services are dependent on a BT line, although a 
minority can be used via cable. Access to indirect services can also be 
obtained using pre-paid cards.  

 
M.101 The introduction of Carrier Pre-Selection (CPS) in 2001, an enhanced 

indirect service with reduced barriers to use, appears to have driven most of 
the recent growth in use of these services. This is discussed in more detail 
below.  

 
Wholesale Line Rental  

 
M.102 A more recent introduction in the fixed market is Wholesale Line Rental 

(WLR). Suppliers offering this service rent BT’s lines allowing them to 
provide residential consumers with full telephone services26. Some of the 
potential benefits to both residential and business consumers are: 
• ‘one bill’ – consumers deal with one supplier for billing enquiries, 

complaints etc; 

• UK coverage - provided over BT’s lines; and  

• suppliers should be able to offer the same quality of service as BT. 
 
 

                                                           
25 Prior to the introduction of wholesale line rental (WLR), only residential consumers living in cabled 

areas had the choice of an alternative fixed line supplier to BT. WLR services have only been 
available for a short time and therefore have had little impact. 

26 Prior to the introduction of wholesale line rental (WLR), only residential consumers living in cabled 
areas had the choice of an alternative fixed line supplier to BT. WLR services have only been 
available for a short time and therefore have had little impact. 
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New voice services  

 
M.103 Another recent option for consumers in the fixed voice market is voice 

services which are provided over the internet. These services became 
available to the mass market in late 2003 (and have generally been 
marketed as ‘second lines’), notably with BT’s Broadband Voice Product. 
These voice services are provided over broadband internet connections 
using a range of peripherals including handsets similar to standard home 
phones. Industry analysts Analysys’ figures suggest around 0.35 percent of 
residential lines are currently VoIP. 

 
M.104 A number of providers have announced and launched new voice services in 

the UK. These include both new and existing providers. The impact of these 
services on the UK market is uncertain and forecasts vary widely.  

 
Mobile market 

 
M.105 The mobile market is markedly different to the fixed market, with five 

comparable network operators available UK wide with broadly similar 
coverage (O2, Vodafone, T-Mobile, Orange and ‘3’). In addition to these 
network operators there are other providers that offer services using one of 
the main operator networks.  

 
Are consumers satisfied with the level of supplier choice? 

 
M.106 As outlined above, all consumers have some degree of supplier choice 

within each telecoms market. However, in order to benefit from supplier 
choice they need firstly to be aware of their options.  

 
Awareness of and satisfaction with fixed line supplier choice 

 
M.107 Half of residential consumers only have a choice of fixed line supplier 

between BT and a cable operator. Of these consumers, half again are 
aware that they have the option of an alternative supplier. 

 
M.108 Half of fixed line decision makers think there is the right level of choice of 

suppliers in this market. The remainder were split between wanting more or 
less choice (around a fifth each).  

 
M.109 Those that wanted more choice were those with a higher level of 

involvement in telecommunications – tending for example, to buy the latest 
products soon after they become available (‘Leading edge’ and ‘Fully 
connected’). Older consumers, and lower income households tended to 
desire fewer suppliers. 

 
Awareness of and satisfaction with choice of suppliers for fixed voice calls 

 
M.110 In total, there are over 100 indirect suppliers of fixed voice calls. In general 

residential consumers appear to be aware that they have various choices 
for purchasing home phone calls. However, almost two-thirds of fixed line 
decision makers, without prompting, were unable to name any indirect fixed 
calls supplier, as illustrated in figure 17. This lack of supplier awareness 



Strategic Review Telecommunications Phase 2 consultation document 

- 34 - 

may be restricting some residential consumers from exploring alternative 
providers. However, when shown a list of these suppliers, recognition rises - 
with a total of 15% able to recognise four or more calls-only suppliers.  

 
M.111 42% think there is a the right level of choice of fixed calls providers, over a 

quarter (27%) think there are too many and 7% think there are too few. The 
remaining 24% were unsure. 
 

 
Figure 17. Awareness of alternative telecoms suppliers across each market27 
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Awareness of and satisfaction with ISP supplier choice 

 
M.112 The level of supplier choice is higher in the internet market than in each the 

fixed lines and mobile markets. Most internet decision makers are 
spontaneously aware of at least one alternative. Internet customers were 
the most satisfied with the level of supplier choice, 62%.  

 
Awareness of and satisfaction with mobile networks/supplier choice 

 
M.113 There are currently around 15 mobile network operators/service providers in 

the UK and around seven in ten mobile decision makers were 
spontaneously aware of at least three of these. Awareness was highest for 
the four longest established network operators. Given the extensive use of 
mobile phones (currently 85% of households own at least one mobile), 
combined with the high visibility of the mobile market (e.g. handsets, high 
street shops and advertising) it is unsurprising that awareness of providers 
is significantly higher than the other telecoms markets.   

 
M.114 Satisfaction with the level of supplier choice in the mobile market is 

significantly lower than for the internet market – 56% v 62%. However, it 
compares favourably to each of the fixed lines and calls markets (49% and 
41% respectively). While most consumers are aware of the number of fixed 
line suppliers, mobile networks/service providers and ISPs – awareness of 
fixed calls providers is relatively low in comparison. 

 

                                                           
27 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04, MORI survey NOTE: not all decision makers in the fixed market use an additional 
supplier for fixed calls 

Fixed lines Indirect Suppliers Mobile Internet 

Number of alternative 
suppliers aware of 
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Figure 18. Consumers’ opinion on the current level of choice across telecoms 
markets28 
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How are consumers purchasing telecommunications? 
 
Household penetration of telecoms services 

 
M.115 Take-up of additional communication devices such as mobile telephony, 

internet access and multi-channel TV has had some impact on the way 
consumers purchase telecoms services. Currently 10% of homes purchase 
fixed line services only. It is now more common to find a household with 
access to three or more means of communication, with 35% of households 
owning all four: fixed line phone, mobile phone(s), an internet connection 
and multi-channel TV, (see figure 19). 

 
Figure 19. Penetration of technology in the home29 
Technology within household Household Penetration 
No communications <1% 
Fixed only 10% 
Fixed/mobile 13% 
Fixed/mobile/internet 16% 
Fixed/mobile/multi-channel 14% 
Fixed/internet/multi-channel 1% 
Fixed/mobile/internet/multi-channel 35% 
Fixed/internet 1% 
Fixed/multi-channel 3% 
Mobile only 5% 
Mobile/internet 1% 
Mobile/Multi-channel 1% 
Mobile/internet/multi-channel <1% 
Summary lines  
Fixed total 93% 
Mobile total 85% 
Internet total 54% 
Multi-channel TV total 54% 

                                                           
28 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04 NOTE: not all decision makers in the fixed market use an additional supplier for fixed 
calls. Note also that these opinions are based on consumers’ perceptions of the level of choice of 
suppliers in each market, rather than the actual choices that are available to them. 

29 2131 UK adults, May-June ’04, MORI survey 



Strategic Review Telecommunications Phase 2 consultation document 

- 36 - 

 
M.116 The following chart focuses on the trend of ownership of fixed and mobile 

telephony within UK households. Consistent with the continued growth in 
mobile penetration the proportion of fixed-only households continues to fall 
and currently stands at around one in ten. 
 

 
Figure 20. Penetration of fixed and mobile telephony in UK households30 
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M.117 As mobile phones are a personal means of communication the majority of 

mobile owners make purchasing decisions for and by themselves (73%), as 
shown in figure 21. Fixed lines, internet and multi-channel TV are 
household supplies and likely to be used by multiple household members. 
Purchasing patterns reflect this particularly in larger households where 
decisions are more likely to be made by more than one person. 
 

 
Figure 21. Decision-maker/s for decisions on purchasing and supplier choices31 
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Bundled purchasing 

 
M.118 To date, cable operators have often offered multi-channel TV alongside 

fixed telephone and internet services as part of bundled packages. The 
option to bundle (via cable or non-cable suppliers) is currently taken by a 

                                                           
30 2116 UK adults, Aug ’04, MORI survey 
31 1972 UK adults with fixed line, 1519 UK adults with mobile phone, 1061 adults with internet, 1107 UK 

adults with multi-channel TV, ‘don’t knows’ have been excluded, May-June ’04, MORI survey 
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quarter of residential consumers for telecoms, and is also a popular option 
in utilities where many consumers bundle gas and electricity services. 

 
M.119 Currently, the most popular bundles are fixed line services combined with 

internet services (by 10% of consumers), fixed line services with multi-
channel TV (by 6% of consumers), and the bundling of three services – 
fixed line, multi-channel TV and internet (by 6% of consumers). It is also 
possible to bundle fixed line and mobile services with a single supplier (3% 
of consumers claim to be doing so). 

 
M.120 Generally, most consumers who are currently bundling telecoms services 

from a single supplier are satisfied with this option (82%). Most cite cost and 
convenience as the key factors driving their decision to bundle with about 
10% specifically mentioning the benefit of getting just one bill.  

 
M.121 At the same time, however, while bundling is increasingly popular with 

some consumers, it is neither a significant driver nor a barrier to switching 
for the majority of consumers. The only exception being in the internet 
market where broadband users were three times as likely as narrowband 
consumers to say bundling was a consideration in choice of ISP.  

 
How satisfied are consumers with their telecoms services? 
 
M.122 Overall satisfaction levels with telecoms services have remained fairly 

stable over the past few years. Currently around 80% of consumers in each 
of the telecoms markets are satisfied with their overall service. A further 
10% of consumers in each telecoms market were neither satisfied nor 
dissatisfied. These figures are broadly comparable with the gas market, 
illustrated below. However, electricity customers and adults with current 
bank accounts were slightly more satisfied with their overall service, around 
90% each.  

 
M.123 However, when assessing the levels of ‘very satisfied’ consumers across 

these markets significant differences are noted. The proportion of ‘very 
satisfied’ consumers in each of the telecoms markets is significantly lower 
than for utilities and for current accounts. 
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Figure 22. Satisfaction comparisons across markets32 
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M.124 Choice of package and connection method impacts on overall satisfaction in 

the internet market. Metered narrowband customers were least satisfied 
(76%) and while broadband and narrowband unmetered customers are 
equally happy, broadband users were more likely to express extreme 
satisfaction (34% were very satisfied with their overall service compared to 
16% amongst narrowband unmetered users). 

 
Satisfaction with aspects of telecoms services 

 
M.125 In the fixed market consumers are more satisfied with the reliability of their 

service than the cost or value for money it provides them, as illustrated 
below.  

 
M.126 Satisfaction in the fixed market varies according to consumers’ choice of 

supplier with consumers generally satisfied with the aspect of service that is 
most important to them. BT consumers value reliability and are significantly 
more satisfied with this aspect than cable consumers (34% and 29% 
respectively) who place higher importance on cost and are more satisfied 
with the overall cost (71%) and value for money (74%). 

 

                                                           
32 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04, MORI survey and 988 GB adults with gas, 1036 GB adults with electricity, 1014 GB 
adults with current account, Oct ’04, ICM survey.  
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Figure 23. Satisfaction with aspects of telecoms services33 
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M.127 While internet consumers are as happy with the overall cost and value for 

money of their service as consumers in the mobile market, they appear 
least satisfied with reliability. The key differentiator in satisfaction levels in 
the internet market as mentioned above is connection method and package. 
While being less happy than internet consumers using alternative 
connection methods and packages on cost aspects, broadband consumers 
are the most satisfied with access speeds, as illustrated below. 
 

 
Figure 24. Satisfaction with speed of connection by connection and package 
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Which consumers are driving switching in telecoms? 
 
M.128 As illustrated in figure 25, the proportion that have ever switched fixed line 

provider has remained fairly stable over the past few years, at around 23%. 
Until the recent introduction of wholesale line rental, only around 50% of the 
UK had the option to switch fixed line supplier. Switching levels for fixed 
lines in these areas rises to just under a third (32%). 

 
M.129 There have been notable increases in switching levels within the fixed call 

and mobile markets. Over the past year, the proportion of consumers that 
have ever switched fixed call suppliers grew by nine points, almost doubling 

                                                           
33 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04, MORI survey, ‘don’t knows’ have been excluded. 
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from 13% to 24%. This has been driven by increased sales amongst 
existing CPS providers and two new entrants into this market.  

 
M.130 With regard to the mobile market, roughly 33% of mobile decision makers 

claimed to have ever switched versus 26% a year earlier, an increase of 
seven points. This is very similar to the ISP market, with the proportion that 
has ever switched standing at 31% in 2004. 
 

 
Figure 25. Proportion of residential consumers that have ever switched34 
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M.131 Figure 26 shows a comparison between switching levels of other industries. 

The proportions of residential consumers stating that they have ever 
switched their gas and electricity providers are 49% and 43%, respectively. 
However, only 18% of residential consumers state that they have ever 
switched their bank for their main current account.  

 
M.132 Relative to other industries, when use of indirect suppliers is taken into 

account, switching levels for the fixed phone market are somewhat lower 
than for gas and electricity, but higher than bank accounts. When looking at 
switching fixed line only, the overall proportion of those who have ever 
switched is at just over half of the level for electricity and gas supplier. This 
is unsurprising given that until the recent introduction of WLR, only around 
half of fixed line customers had another fixed line supplier option apart from 
BT.  

 
M.133 Switching in the mobile and internet markets is significantly lower than for 

utilities but, as mentioned above, switching levels in the mobile market have 
recently risen. 

 

                                                           
34 1972 UK adults with fixed line, 1519 UK adults with mobile phone, 1061 adults with internet, MORI 

survey. NOTE: ’01 and ’02 figures for fixed calls do not include use of CPS. ’01 figures for fixed lines 
are from August ’01 and ’03 figures are from November ’02 
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Figure 26. Comparison of switching across other markets35 
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M.134 Below, we show switching rates amongst the seven consumer segments. 

As is clear, switching activity is primarily being driven by the two most 
technology-savvy groups - ‘Leading edge’ and ‘Fully connected’ consumers. 
Relative to the other groups, these two segments are significantly more 
likely to have switched within each of the major telecom sectors. 

 
 
Figure 27. Proportion of residential consumers that have ever switched supplier by 

consumer segment36 
 Segment 

 Total Leading 
edge 

Fully 
connected 

Main-
stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Fixed 
Changed fixed service 
supplier 

13% 10% 19% 9% 16% 10% * 8% 

Changed calls provider only 15% 25% 19% 16% 11% 19% * 6% 
Changed both line and calls 9% 15% 9% 5% 12% 8% * 6% 
Total switching 38% 51% 48% 31% 40% 37% * 20% 
Mobile phone 
Changed mobile  
provider 

33% 39% 42% 28% 31% 19% * * 

Internet 
Changed ISP 30% 47% 20% 28% 40% * * * 
*base sizes too small to report 
 
 
What are the key drivers and barriers to switching? 
 
M.135 Cost is the main driver of supplier switching for consumers in most telecoms 

markets. Around half of residential decision-makers in each market cited 
cost as the primary consideration in their choice of telecoms supplier. 
However, this is rarely a factor that is considered in isolation. A fifth stated 
quality of service as the key factor in choice of supplier. While cost is 

                                                           
35 1039 GB adults with fixed phone, October ’04, ICM survey for Gas, Electricity and Current account 

data 
36 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04, MORI survey 
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similarly important across all residential consumer segments, quality of 
service is of relatively greater importance amongst the segments with a 
higher level of interest in telecoms (‘Leading edge’).   
 

 
Figure 28. Importance placed on cost and quality when choosing new supplier 
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M.136 Many consumers say they require significant savings in order to switch, 

particularly so in the fixed line market as summarised in figure 29. Most are 
not prepared to spend more than half an hour searching for information to 
achieve even these savings. Consumers appear to be willing to spend the 
most time searching for a better broadband deal (average two hours) 
compared to the half an hour they are prepared to spend in the fixed, 
mobile or narrowband internet markets. 
 

 
Figure 29. Desired savings and time prepared to spend in order for consumers to 

switch37 
 Segment 

 Total Leading 
edge 

Fully 
connected 

Main-
stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Fixed line 
Desired % savings on 
monthly bill 

76% 61% 77% 79% 76% 76% * 80% 

Time prepared to spend 0.5 0.5 0.5 0.5 0.5 0.5 * 0.5 
Mobile phone 
Desired % savings on 
monthly bill 

31% 30% 31% 31% 38% 38% * * 

Time prepared to Spend 0.5 0.5 0.5 0.5 0.5 0.5 * * 
ISP 

Desired % savings on 
monthly bill 

29% 29% 29% 25% * * * * 

Time prepared to spend 0.5 2.0 0.5 2.0 0.5 * * * 
*base sizes too small to report 
 
 
M.137 As mentioned earlier, there are various other voice services that have 

recently been introduced into the fixed market that may begin to impact on 
switching levels (wholesale line rental and new voice services via the 

                                                           
37 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

median scores, May-June ’04, MORI survey 
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internet). However, in order for many consumers to consider using these 
services they need to be able to envisage clear benefits that outweigh the 
amount of perceived effort required to acquire them. 

 
M.138 Around six in ten consumers in each of the internet and mobile markets 

have never considered switching supplier. This compares to almost seven 
in ten in the fixed line market. This inertia might be explained in part by 
overall satisfaction levels, which across markets have consistently been 
reported at over 80%.   

 
Which consumers need help comparing suppliers? 
 
M.139 As discussed above, many residential consumers say they desire 

substantial savings before they would consider switching telecoms supplier. 
In addition, they are not generally prepared to spend much time to achieve 
these savings. We found that, in general, the mobile market appears to be 
the healthiest market in terms of the amount of reliable information 
consumers think is available. Only 18% stated that they would like to have 
more information on mobile supplier costs. In contrast, nearly a third of 
consumers expressed a desire for additional information to compare fixed 
suppliers on price. 

 
M.140 Comparing the views of the various consumer segments indicates that it is 

again the level of telecoms spend and interest in each market that largely 
drives the desire for additional comparable information. For example, 
‘Leading edge’ consumers express the greatest desire for more comparable 
information. 
 

 
Figure 30. Desire for additional reliable comparable information on cost and 

quality38 
 Segment 

 Total Leading 
edge 

Fully 
connected 

Main-
stream 
internet 
users 

Market 
average 

Low-
spend 
mobile 

Low-
spend 
tech 

Not 
involved 

Fixed line 
Cost 31% 41% 40% 35% 29% 26% * 12% 
Quality 31% 39% 43% 36% 27% 29% * 12% 
Mobile phone 
Cost 18% 28% 19% 17% 15% 9% 31% * 
Quality 23% 40% 22% 29% 17% 11% 40% * 
ISP 

Cost 23% 27% 26% 19% 21% * * * 
Quality 29% 36% 31% 27% 25% * * * 
Weighted Sample (2004) 2,131 199 380 287 563 259 93 350 
*base sizes too small to report 
 
 
 
 

                                                           
38 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04, MORI survey 
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What information will consumers use to compare suppliers? 
 
M.141 Cost continues to be the most important aspect for consumers when 

choosing a telecoms supplier. Alongside the demand for the additional cost 
comparisons described above, many consumers appear to need clearer 
information. Over 30% of residential consumers within each market found it 
difficult to compare the prices of telecoms services and suppliers. 
Specifically in the fixed market, where there is highest demand for 
additional information to help consumer make price comparisons, only a 
quarter of consumers currently find it easy to compare costs.  
 

 
Figure 31. Perceptions of ease of making costs comparisons 
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M.142 Almost three-quarters of decision makers within each market claimed they 

would realistically use cost comparisons when choosing a new supplier. 
Greatest interest was expressed for information on call charges in both the 
fixed and mobile markets. Line rental and subscription comparisons were 
stated as most likely to be used in the fixed and internet markets, as 
illustrated below.   
 

 
Figure 32. Potential use of alternative cost comparisons, multi-coded, prompted39 

 
 Desired information on cost 
 Total use of cost 

comparisons 
Calls Line rental/ 

subscription 
Package/tariff 
/inclusive calls 

Discount 
schemes 

Fixed line  70% 52% 52% 30% 20% 
Mobile  75% 61% 35% 41% n/a 
ISP 76% 34% 58% 35% 20% 

 
 

M.143 While consumers were most interested in comparable cost information, 
significant proportions of consumers are also interested in assessing 
suppliers on their level of service. Consumers appear most interested in 
information to assess quality of service aspects in the internet and mobile 
markets. 

 

                                                           
39 1586 UK fixed decision makers, 1303 UK mobile decision makers, 715 UK internet decision makers, 

May-June ’04, MORI survey 
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M.144 A common theme across markets is interest in comparing suppliers using 
customer satisfaction scores. Around one in five customers in each market 
thought that they would (realistically) use this information when assessing 
potential suppliers.  

 
M.145 In the mobile market there is also demand for information comparing 

suppliers on levels of basic service and coverage. Connection speeds and 
alternative services being offered were aspects of the internet market 
customers claimed they were likely to compare, as illustrated below. 
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Differences by nation and region 
 
M.146 In support of Ofcom’s strategic review of telecommunications, this section 

explores whether there are any national differences in the way residential 
consumers are using telecoms services and suppliers. Six fundamental 
questions are addressed:  

 
• Does ownership of telecoms vary by nation or region?  

• Is replacement of fixed voice calls evident across the UK?  

• Are some nations or regions more aware of their choices?  

• Are some nations or regions more likely to switch supplier?  

• Is the same level of information desired across the nations and regions? 

• Do satisfaction levels vary across the UK? 

 
Does ownership of telecommunications vary by nation or region? 
 
M.147 Levels of fixed line ownership across the regions and nations are similar 

across the UK as a whole (92%). Mobile penetration is also broadly similar 
across nations and regions with the exception of adults in Scotland who 
appear slightly less likely to use a mobile phone.  

 
M.148 PC ownership appears lowest amongst consumers in Scotland and 

Northern Ireland, as the chart below shows. Compared to the UK average 
PC owners in these nations are more likely to have access to the internet at 
home. Likely linked to poorer reception in certain parts of Wales, 
unsurprisingly households in this region are more likely to have multi-
channel TV than average. 
 

 
Figure 34. Penetration by region42 

 

 Total 
UK London SE/ 

SW 
Midlands/

East 
NE/ 
NW Scotland Wales Northern

Ireland 
Fixed line at 
home 

92% 92% 93% 93% 90% 94% 94% 91% 

Personally 
use mobile 

76% 76% 77% 78% 76% 68% 72% 71% 

PC at home  63% 64% 67% 67% 62% 53% 57% 55% 
Internet at 
home  

54% 53% 58% 57% 52% 50% 42% 50% 

Multi 
channel TV  

53% 50% 53% 50% 56% 50% 71% 46% 

Base sizes 2131 242 455 502 520 196 109 107 
 
 

                                                           
42 2131 UK adults, May-June ’04, MORI survey. 
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Is replacement of fixed voice calls evident across the UK?  
 
M.149 There was little difference across the UK in the proportions of residential 

consumers (who have both fixed and mobile phones) replacing fixed voice 
calls with other methods of communication across the UK. However, those 
in London were more likely to replace fixed voice calls with mobile voice 
calls (47% compared to 42% of the total). Consumers living in London were 
also more likely to send an email (from home or work) instead of making a 
voice call (46% compared to 43% of the total). There were no significant 
differences in the proportions currently claiming to replace voice calls with 
text messages. 

 
Are some nations or regions more aware of their choices?  
 
M.150 Awareness of specific suppliers of phone calls is also broadly similar across 

the regions and the UK as a whole. Those in the South of England however, 
were more likely to be aware of any of these suppliers (71% compared to 
64% average).  
 

 
Figure 35. Awareness of other suppliers (prompted)43 

 

 Total 
UK London SE/ 

SW 
Midlands/

East 
NE/ 
NW Scotland Wales Northern

Ireland 
Aware of 
any fixed 
calls 
supplier 

64% 65% 71% 64% 61% 59% 66% 44% 

Aware of 
alternative 
mobile 
supplier  

82% 73% 84% 83% 87% 81% 70%* 81%* 

Base sizes 2131 242 455 502 520 196 109 107 
* Base size less than 100, apply caution and treat as indicative only 
 
 
M.151 There was no difference in awareness of alternative ISPs across the 

nations and regions. However, awareness of alternative mobile 
suppliers/network varied slightly with awareness of these suppliers lower in 
London and Wales relative to the UK average. 

 
Are some nations or regions more likely to switch supplier?  
 
M.152 There were very few differences in switching levels across the UK. 

Consumers living in England are more likely to have changed home phone 
supplier than those living in Scotland, Wales and Northern Ireland. 
Londoners were more likely to have considered switching their mobile 
supplier (24% compared to 17% UK average) however they appear less 
likely to have actually done so.  

 
 

                                                           
43 1972 UK adults with fixed line, 1519 UK adults with mobile phone, May-June ’04, MORI survey NOTE 

base sizes for subgroups within regions will be reduced, although no base is less than 50 
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Is the same level of information desired across the nations and regions? 
 
M.153 Generally there were similar opinions across the nations and regions in 

relation to the amount of reliable information to compare suppliers across 
markets. Consumers living in London, the North and Wales were slightly 
more likely to use cost information to compare suppliers in each market. 
Consumers in Northern Ireland had a greater desire for additional reliable, 
comparable information on the cost and quality of mobile networks. 
However, equal proportions across the UK desire information on internet 
speeds and services.  

 
Do satisfaction levels vary across the UK? 
 
M.154 Satisfaction levels vary according to telecoms service but do not vary much 

by nation. There are similar levels of satisfaction with internet service in 
general across the country. Consumers in the South of England are more 
likely than average to state that they are satisfied with the speed of the 
internet connection (68% in London and 65% in South East/West are 
satisfied compared to 61% of the total).  
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Section 3 
Sole Traders & SMEs 
 
M.155 In support of Ofcom’s strategic review of telecommunications, Ofcom’s 

market research division conducted a nationally representative survey of 
just over 300 sole traders and around 900 small and medium-sized 
enterprises (SMEs) in the UK. For full methodological details of the surveys, 
and consumer segmentation, please refer to the Methodology section. 

 
M.156 The chapter on SME consumers is comprised of three main sections. In the 

first section, we provide a short overview of how SMEs are currently using 
the internet and their levels of overall satisfaction. In the second section, we 
examine the current state of supplier choice for SMEs, focusing on the 
reasons for switching (or not switching) telecoms suppliers. In the third 
section, we summarise the key differences amongst SMEs across the UK’s 
nations and regions. 

 
Connecting to the internet 
 
M.157 To better understand who SME consumers are, how they are using the 

internet, and their current levels of satisfaction, the following section 
introduces Ofcom’s SME segmentation scheme and addresses two basic 
questions: 
• Which SMEs are using the internet? 

• Are SMEs interested in higher speed connections? 

 
Which SMEs are using the internet? 
 
M.158 SME internet penetration has increased over the past year from 65% to 

70% following a plateau between 2002 and 2003. Internet use by sole 
traders is lower at 45%. 
 

 
Figure 36. SME internet penetration44 
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44 1755 UK SME, May-August ’04, Continental Research survey 
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M.159 Rates of internet connection for SMEs vary significantly by industry sector 

with the Business Services sector having the highest proportion of internet-
connected companies (95%). Among companies in the 
Agriculture/Forestry/Fishing, Transport/Utilities, Financial/Real Estate and 
Health Services, just over 80% of companies have an internet connection. 
In contrast, less than 50% of companies in the Eating and Drinking and 
Retail Services sectors are actively connected and using the internet for 
business purposes. 

 
M.160 Whilst the proportion of SMEs with broadband has also risen quite 

dramatically in the past two years, up 40 percentage points from 10% to 
50% of all SMEs with internet. Increased use of broadband has been at the 
expense of ISDN and ordinary dial-up, use of which has been in decline in 
the last two years, as shown in figure 37. 
 

 
Figure 37. SME internet access by connection method45 

50%

34%

10%

14%

22%

32%

41%

48%

61%

3%

4%

4%

2004

2003

2002

Broadband ISDN Leased lines PSTN/ordinary dial up

 
 
 
Segmenting SME consumers 
 
M.161 While comparing businesses on the basis of size, region and sector is 

informative, additional insight can be gained by comparing businesses on 
the basis of key attitudinal and behavioural factors that define how they 
think and act regarding technology-based communications. Below we 
introduce a consumer segmentation scheme for grouping and better 
understanding the attitudes and behaviours of SMEs. The overall 
methodological approach used is similar to that for the residential consumer 
segmentation. (For full methodological details of the surveys, and consumer 
segmentation, please refer to the Methodology section). 

 
M.162 Ofcom’s research segmented SME consumers into six distinct groups. The 

criteria used to discriminate between these sub-segments included: overall 
and relative spend on telecoms, ownership and attitude to new 
technologies, and industry sector.  

 

                                                           
45 1469 UK SMEs with Internet, May-August ’04, Continental Research survey. Note that bar totals add 

to more than 100% as some businesses have more than one connection package 
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M.163 The chart below illustrates each of the SME consumer segments in relation 
to their attitude to technology and overall quarterly spend on telecoms. This 
is followed by a brief description of each of these segments, which is then 
illustrated for reference in table format. 
 

 
Figure 38. SME segments illustrated by their attitude to technology and quarterly 

telecoms spend 
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Description of SME segments 
 
‘Top-spend tech’ (11%) 

 
M.164 While comprising one of the smallest SME segments, ‘Top-spend tech’ 

businesses are largest in terms of size and turnover. Technology is 
important to them, which is confirmed by their above average internet 
penetration. Mobile penetration is similar to that of the other high and 
medium spend segments. They consider themselves to be knowledgeable 
about technology, especially new products and services, and are most likely 
to be willing to pay more for favoured suppliers. Interestingly, despite being 
knowledgeable about technology and portraying average switching 
behaviour, they consider it difficult to compare fixed and mobile suppliers. 

 
‘High-spend internet users’ (9%) 

 
M.165 The second smallest of the SME segments is fairly average in terms of size 

and turnover, with an above average proportion in the transport/utilities 
sector. Technology is important to these businesses and they see 
themselves as more technology-aware than most. Their internet penetration 
is above average, and over half use broadband. While spending less per 
quarter than ‘Top-spend tech’ businesses, they are spending well above the 

Top spend 
tech 

High spend 
internet users 

High spend 
followers 

Low spend 
tech 

Low spend 
non tech 

Medium spend 

High 

Low 

Low interest High interest 
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overall SME average (c. £603 compared to £464 average). These 
businesses are more likely to claim that it is easy to compare mobile and 
internet services. 46 

 
‘High-spend followers’ (18%) 

 
M.166 SMEs in this segment are average in size and are broadly similar to ‘High-

spend internet users’ in terms of mobile and internet penetration, and spend 
(c. £681 per quarter). However, while technology is also seen also as 
important to this segment and they too try to keep up, this tends to be at a 
slower pace than other companies with similar spends. Generally these 
SMEs find it difficult to compare fixed suppliers perhaps as they tend to 
think there is too little information available to make comparisons. These 
SMEs are more likely than average to be in the manufacturing sector. 

 
‘Medium-spend non-tech’ (16%) 

 
M.167 This segment is average in terms of size and turnover, but has a greater 

proportion of manufacturing companies than other segments. 84% of 
companies see technology as important to them, but this is the second 
smallest proportion of all the companies and may explain why they do not 
tend to keep up with developments. They are the least likely to see 
themselves as knowledgeable about fixed telecoms and second least likely 
to feel knowledgeable about new and mobile technologies. This segment 
has an average overall quarterly spend on telecoms (£424). Similarly to 
‘High-spend followers’ these SMEs are more likely than average to be in the 
manufacturing sector. 

 
‘Low-spend tech (23%) 

 
M.168 One of the two largest segments, this consists of smaller businesses with 

an average of nine employees. While they consider technology to be 
important to them and they try to keep up with developments, this segment 
has below average internet and mobile penetration. Overall quarterly spend 
amongst this segment is also lower than average (£318). While ‘Low-spend 
techs’ find it easy to compare mobile suppliers this is opposite to their 
opinion of the fixed market.  

 
‘Low-spend non-tech’ (23%) 

 
M.169 The second of the largest segments, this consists mainly of small 

businesses with an average of six employees. They have a relatively low 
interest in telecoms and technology and claim not to try and keep up with 
developments. This is consistent with their low penetration of internet and 
mobile phones, the latter they claim they could easily live without. They are 
also the lowest spending segment – spending on average £189 per quarter 
on telecoms services. Over 20% have never considered changing fixed 
supplier and perhaps this explains why they are the least likely to have 
switched fixed supplier.  

 

                                                           
46 Note that spend figures are based on self-reported spending estimates. 



Strategic Review Telecommunications Phase 2 consultation document 

- 54 - 

M.170 As with the residential segments, the first observation to make is that the six 
groups’ spending levels on communications are very distinct with ‘Top-
spend tech’ say they spend approximately £1,000 every month; ‘High-spend 
internet users’ and ‘High-spend followers’ saying about £600-£700 each 
month; and ‘Low & medium-spend non-techs’ and ‘Low-spend tech’ saying 
between around £250-£400 a month. 

 
M.171 As a result of these differences in spending levels, ‘High-spend followers’ 

and ‘Top-spend tech’, 29% of all SMEs, account for about half of the money 
spent on communications. At the other extreme, ‘Low-spend non-tech’, and 
‘Low-spend tech’, 46% of all SMEs, account for just a quarter of the money 
spent on communications. 

 
M.172 Figure 39 provides an overview of the key differences amongst the six SME 

segments. 
 

 
Figure 39. SME consumer segmentation summary47 

 Segment 
 Total Top-

spend 
tech 

High-spend 
internet 
users 

High-
spend 

followers 

Medium-
spend 

non-tech 

Low-
spend 
tech 

Low-
spend 

non-tech 
Segment size 100% 11% 9% 18% 16% 23% 23% 
Segment characteristics 
Average turnover 
(£) 

740k 1690k 860k 930k 950k 400k 310k 

Size - average 
number of 
employees  

11 17 13 12 12 9 6 

Manufacturing 26% 24% 15% 40% 35% 21% 24% 
Services 69% 73% 75% 57% 61% 75% 72% 
Distribution 4% 3% 10% 3% 4% 4% 4% 
Device ownership 
Have mobile 
phones 

47% 69% 72% 71% 63% 21% 24% 

Have internet 67% 95% 73% 88% 74% 61% 37% 
Have broadband 
(excluding 
leased lines) 

34% 59% 52% 41% 38% 23% 16% 

Communications spend 
Average 
quarterly spend48 

£464 £958 £603 £681 £424 £318 £189 

Spend % - fixed 
phone 

46% 51% 42% 48% 49% 62% 50% 

Spend % - 
mobile phone 

43% 42% 45% 44% 39% 26% 35% 

Spend % - 
internet 

11% 7% 13% 9% 12% 12% 15% 

 
 

M.173 As figure 40 demonstrates, the type of internet connection chosen is also 
heavily influenced by size, spend and attitude to technology, as illustrated 

                                                           
47 926 UK SMEs, May-June ’04, Continental Research survey 
48 Note that spend data is based on consumer estimates and should therefore be treated as indicative of 

actual spend. 
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by comparing the different business segments: companies in the ‘High-
spend internet users’ or ‘Top-spend tech’ segments are most likely to have 
broadband; ‘High-spend internet users’ are also more likely to use ISDN-
type or wireless services while ‘Top-spend tech’ are the only segment 
where more than 5% have adopted a leased line solution.  
 

 
Figure 40. Internet connections by SME segment49 

 Segment 
 Total Top-

spend 
tech 

High-spend 
internet 
users 

High-
spend 

followers 

Medium-
spend 

non-tech 

Low-
spend 
tech 

Low-
spend 

non-tech 
Volumetrics 
% of SME 
Consumers 

100% 15% 9% 24% 17% 21% 13% 

ISP Connection 
Ordinary Dial-Up 38% 18% 19% 41% 40% 49% 49% 
ISDN/Business 
Highway  14% 17% 20% 13% 11% 13% 9% 
Broadband 50% 62% 71% 47% 51% 38% 44% 
Leased Line 3% 6% 3% 2% 3% 4% 0% 
Other 4% 2% 12% 6% 3% 6% 2% 
D/K 2% 0% 5% 3% 2% 3% 1% 
 
 
 
M.174 Reliability and continuity of service is key to many businesses, and close to 

a quarter of companies have more than one connection method (10% have 
three different types of connection). Attitudes towards technology in general 
clearly influence connection choices, with ‘Low-spend tech’ more likely to 
have two different types of connection and choosing fixed wireless as one 
of their connection types. ‘High-spend internet users’ choose to combine 
broadband with ordinary dial-up or ISDN-type services. 

 
M.175 Broadband use among sole traders is at a similar level to residential 

consumers, with 36% of SMEs with internet access having a broadband 
connection. 

 
Are businesses interested in higher speed connections? 
 
M.176 According to SMEs’ stated intentions there are prospects for increased 

take-up of higher speed connections including faster broadband 
connections. Over a third of SMEs with internet said that they would be 
likely to upgrade in the next 12 months. The majority of these businesses 
were currently using narrowband. Intention to upgrade connection speed 
was lower amongst sole traders with internet but still represented a 
significant minority, with a quarter (27%) saying they were likely to upgrade 
in the near future. 

 
M.177 However, intention to upgrade to higher speed connection was not universal 

– around 4 in 10 SMEs with internet did not perceive any benefits to 
upgrading to a faster connection. This was particularly true for ‘Low-spend’ 

                                                           
49 759 UK SMEs with Internet, May-June ’04, Continental Research survey 
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(58%) and ‘Medium-spend non-tech’ companies (45%). However 78% of 
the technology friendly SMEs in the ‘Top-spend tech’ segment felt there 
were significant benefits to a faster connection. Most companies felt that the 
greatest benefit would be from increased efficiency (i.e. tasks would require 
less time to do). Broadband consumers were slightly less likely to see any 
benefits from upgrading to an even faster internet connection. 
 

 
Figure 41. Perceived benefits to SMEs from faster internet connection50 

 Segment 
 Total Top-

spend 
tech 

High-spend 
internet 
users 

High-
spend 

followers 

Medium-
spend 

non-tech 

Low-
spend 
tech 

Low-
spend 

non-tech 
Volumetrics 
% of SME 
Consumers 

100% 15% 9% 24% 17% 21% 13% 

Perceived Benefits from Faster Connection 
To Improve 
Business 
Efficiency 

38% 40% 48% 43% 31% 42% 19% 

For General 
Business Use 

16% 29% 13% 13% 15% 16% 10% 

For Happier Staff 1% 0% 2% 0% 3% 2% 1% 
Cost Saving 1% 2% 0% 1% 1% 1% 0% 
To Increase 
Capacity 

1% 1% 0% 1% 1% 1% 0% 

Other 2% 3% 2% 1% 2% 2% 0% 
Don't Know 4% 4% 0% 3% 3% 2% 12% 
No Perceived 
Benefits 

38% 22% 36% 38% 45% 34% 58% 

 
 
 
Choosing and switching telecom suppliers 
 
M.178 To support Ofcom’s understanding of market competitiveness amongst 

telecom suppliers, the following section examines five basic issues 
regarding choice and switching behaviour for SMEs in the UK. We address 
the following questions: 

 
• What supplier choices do SMEs have? 

• How are SMEs purchasing telecommunications? 

• How satisfied are SMEs with their telecoms services? 

• Which SMEs are driving switching in telecoms? 

• What are the key drivers and barriers to switching? 

 
M.179 Relative to residential consumers, SMEs generally have the same levels of 

supplier choice, but also benefit from having a growing number of suppliers 

                                                           
50 759 UK SMEs with Internet, May-June ’04, Continental Research survey NOTE: data is based on total 

number of mentions of perceived benefits and re-calculated 
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who specifically provide business services. BT dominates the fixed line 
market, with over 70% of SMEs using BT for some of their fixed services.  

 
M.180 In terms of purchasing patterns, SMEs continue to focus primarily on costs 

and quality as the key factors determining their purchasing decisions. This 
is true within all telecom sectors, particularly for fixed lines and mobile 
phones. When purchasing ISP services, reliability and word of mouth 
recommendations are also factors considered by SMEs. Like residential 
consumers, SMEs are also expressing an interest in bundling services with 
a single supplier, primarily to save money and time. 

 
M.181 The proportion of SMEs that ever have switched fixed and mobile suppliers 

has remained fairly stable for the last three years, indicating that recent 
supplier switching has been driven primarily by SMEs that have switched 
before. As per residential consumers, we also find that it is the highest 
spending and most category-interested SMEs segments that are driving 
most of the switching activity in the telecoms market. 

 
M.182 The key drivers and barriers to switching suppliers amongst SMEs are 

similar to those for residential consumers. Those that have switched 
suppliers primarily cited improved costs and service as the main drivers for 
switching. In contrast, most SMEs who have not switched stated that they 
had no need to change their current supplier. Only a few mentioned hassle-
related factors such as the time needed to compare various suppliers. 

 
What supplier choices do SMEs and sole traders have? 
 
Fixed line and internet markets 

 
M.183 The choice of fixed line suppliers available to SMEs and sole traders is fairly 

similar to the choice of suppliers available to residential customers – 
especially for sole traders and smaller businesses. Some suppliers are 
increasingly targeting businesses so there are some subtle differences in 
the suppliers that are available, especially to the larger SMEs (who are 
often targeted by suppliers as higher value customers).  

 
M.184 Currently, BT is still the fixed line supplier with the widest geographic 

coverage for businesses of all sizes. Overall, 86% of SMEs and 73% of sole 
traders use BT for some or all of their fixed telecoms services. At the same 
time, SMEs’ use of BT has been declining since November 2001, and this is 
consistent with declines in the proportion of BT business lines tracked over 
the last 10 years by Ofcom’s market intelligence data. 

 
M.185 As is the case in the residential market, SMEs and sole traders are making 

use of the wide range of ISPs in the UK with internet penetration amongst 
SMEs showing an upward trend over the past year.  
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Figure 42. UK SME use of fixed telecoms suppliers51 
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* Cable & Wireless included in ‘other’ from Aug/ Nov’ 03 onwards – all previous surveys Cable 
& Wireless was classified as ‘cable’ 
 
 
Indirect suppliers 

 
M.186 Indirect access operators allow businesses with a BT line to route their calls 

over another supplier. The introduction of CPS has helped to remove some 
barriers associated with using these types of suppliers making them easier 
to use. As in the residential market, this appears to have driven some small 
growth in use of these alternatives.  

 
Wholesale Line Rental and New Voice Services  

 
M.187 As discussed in the residential section, recent introductions to the fixed 

voice market of Wholesale Line Rental (WLR) and new voice services such 
as Voice over Broadband (VoB) give businesses more choice in access 
methods and supplier. 

 
Mobile market 

 
M.188 As with residential consumers, SMEs currently have five network operators 

available to them for mobile phone services. Most of these networks have 
services specifically targeted at businesses. In addition to the main network 
operators, other service providers are available, using the existing mobile 
networks. 

 
M.189 Since August 2002 the proportion of SMEs that have mobile phones has 

been in decline, currently standing at 50%. The fall in use has been driven 
by small businesses (1-40 employees), but is also recently becoming 
apparent among medium sized organisations (50-249 employees). As 
residential mobile penetration has increased over this period the fall may be 
related to increasing personal mobile ownership by employees. Use of 
mobile phones by businesses is greater among business sectors where 
employees are more likely to work outside of a fixed office (e.g. 
construction, manufacturing, transport).  

 

                                                           
51 926 UK SMEs, May-June ’04, Continental Research survey 
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Figure 43. UK SME mobile phone penetration52 
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How are SMEs purchasing telecommunications? 
 
M.190 About two-thirds of SMEs claimed to have made some change in their 

telecoms use in recent years by, for example, increasing their use of the 
internet or mobile phones. The reasons for these changes are somewhat 
varied, with the two main drivers being cost and the introduction of new 
services. A quarter (27%) of SMEs stated that they had changed their 
behaviour by placing a greater importance on obtaining the cheapest cost 
for services. A similar proportion (26%) mentioned the requirement to keep 
up with the fast-moving telecoms industry (i.e. obtaining new technology or 
upgrading, including increasing speeds of current services). 

 
M.191 Within the overall context of a changing telecoms market (e.g. increased 

supplier choice and rapid take up of internet and mobile services), an 
important trend which is beginning to emerge is the desire of many SMEs to 
consolidate suppliers. Just over 80% of SMEs now cite a supplier’s ability to 
provide all services in a ‘bundled’ deal as an important attribute when 
choosing a telecoms supplier. Sixteen percent of businesses claimed to 
have reduced the number of suppliers used and around a quarter (27%) 
purchase a higher proportion of services in ‘bundles’.53 

 
Fixed Suppliers 

 
M.192 In the fixed market, cost is the primary reason given by SMEs for choice of 

supplier – mentioned by a third of all SMEs and by 44% of medium sized 
businesses. Cost is also mentioned as a reason for supplier choice by 23% 
of sole traders, suggesting that cost is most important to the larger, higher 
spending SMEs.  

 
M.193 Quality of service was the second most important reason for choice of fixed 

line supplier, mentioned by about 20% of SMEs. Despite the emerging trend 
toward supplier consolidation, buying services in ‘bundles’ was only 
mentioned by 3% of SMEs as a reason for choice of fixed supplier. One in 
ten mentioned this as a reason for ISP choice, indicating that where 
services are bought in bundles it is the supplier’s fixed phone service that is 
the most important element. 

                                                           
52 1755 UK SMEs, May-Aug ’04, Continental Research survey 
53 926 UK SMEs, May-June ’04, Continental Research survey 
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M.194 Significant differences were also noted between SMEs who were currently 

with BT and those currently with cable providers. In summary, cost was 
mentioned far more frequently by cable customers (83%) as a reason for 
supplier choice than it was by BT customers (14%). In contrast, ‘service’ 
was a more frequently mentioned reason for supplier choice for BT 
customers (24%) than cable (12%).  

 
Mobile Suppliers 

 
M.195 As with fixed suppliers, cost is the most important driver in decision making 

for sole traders and SMEs when choosing mobile operators with around 
four in ten mentioning cost as a reason for choosing their main mobile 
supplier. ‘Service’ was next in importance, mentioned by 17%. Service was 
rated as much more important by higher spending businesses than lower 
spending small businesses and sole traders. 

 
Internet Service Providers 

 
M.196 Reasons given by SMEs for choice of ISP are more fragmented than for 

fixed or mobile supplier, with cost being relatively less important. Overall, 
18% of SMEs and 24% of sole traders mentioned cost as an important 
reason for supplier choice. Reliability (11%) and word of mouth 
recommendations (14%) were other frequently mentioned reasons for 
supplier choice. 

 
How satisfied are SMEs with their telecoms services? 
 
M.197 SMEs satisfaction levels with their telecoms services are similar to those of 

residential consumers. Cost and value for money similarly score lowest in 
the fixed market with higher levels reported for mobile and internet services. 
Most SMEs are satisfied with the reliability of each of their telecoms 
services.  
 
 

 
Figure 44. UK SME satisfaction with aspects of telecoms services54 
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M.198 Specifically in the internet market, overall SMEs appear to be satisfied with 
their service - over 75% of companies in all segments are either satisfied or 
very satisfied with their ISP. ‘Top-spend tech’ are the most satisfied with 
95% satisfaction while only ‘Low-spend tech’ and ‘High-spend followers’ 
register some levels of dissatisfaction with their service.  

 
M.199 For many SMEs, level of satisfaction with their current ISP provider is linked 

to their perceptions of service and quality. For a number of SMEs, higher 
importance is placed on service and quality than just costs. A significant 
minority (43%) of SMEs with internet purchase bundle this with fixed line 
services from a single source supplier. 

 
Which SMEs are driving switching in telecoms? 
 
M.200 Overall switching levels in the mobile market among SMEs have remained 

fairly stable over the past three years. This suggests that most ongoing 
switching activity is concentrated among a particular segment of 
businesses, experienced at switching suppliers. There was an increase of 
seven percentage points in SMEs who ever switched fixed line supplier 
between May ’02 and February ‘03 (25% and 32% respectively) suggesting 
that some businesses that have previously not switched in this market have 
made their first supplier switch in the last two years. Overall most SMEs 
have never switched telecoms supplier.  

 
M.201 As noted in the residential section, switching levels in the mobile market are 

slightly higher in comparison to fixed telecoms. Broadly speaking, around a 
third of SMEs in each market have ever switched suppliers, as shown 
below. SMEs that have switched in the fixed and mobile markets generally 
found the process easy (85% and 77% respectively).  
 

 
Figure 45. Proportion of businesses ever switched supplier55 

 Ever switched supplier 
 All SMEs: summary 

1-249 employees 
(£50k+ turnover) 

Small business  
1-49 employees 
(£50k+ turnover) 

Medium businesses  
50-249 employees 

Sole traders 

Fixed lines 35% 34% 47% 35% 
Fixed calls 18% 18% 32% 15% 
Mobile 39% 38% 68% 27% 
Internet 28% 29% 26% 24% 

 
 
 
M.202 Smaller businesses are less likely than businesses with more employees to 

have ever switched fixed and mobile supplier. This is likely to be related to 
their relatively low spend on telecom services in general. However, for ISPs 
the relationship between business size and propensity to switch is less 
apparent. This may be associated with the relatively low proportion of total 
SME spend allocated to ISP services as this reduces the potential benefits 
to switching.  

                                                           
55 829 UK SMEs, August ’04, Continental Research survey and 300 Sole Traders, May-June ’04, 

Continental Research survey. NOTE: figures for fixed calls and internet are from May-June data. 
NOTE data on Sole Traders is not included in the SME total 



Strategic Review Telecommunications Phase 2 consultation document 

- 62 - 

M.203 With regard to switching in particular, note that fixed supplier cost was 
especially important to the two highest spending SME segments – 42% of 
‘High-spend followers’ SMEs and 44% of ‘Top-spend tech’ SMEs cited cost 
as a reason for choosing their main fixed line supplier. 

 
M.204 The importance of service in supplier choice polarised opinion across the 

segments with a relatively small proportion of ‘Low-spend tech’, ‘High-spend 
followers’ and ‘High-spend internet users’ mentioning it as a key driver of 
their switching decisions. About a quarter of the remaining groups mention 
service as being an important factor in supplier choice. 

 
M.205 Finally, it is worth noting that switching levels are lower in the segments 

where telecom spend and interest in technology are lowest. This is 
unsurprising given that low spending businesses generally have less to gain 
from switching monetarily and are tend to be less knowledgeable about 
supplier choices in general. 
 

 
Figure 46. Proportion of UK SMEs that have ever switched supplier by segment56 

 Ever switched supplier 
 Total Top-

spend 
tech 

High-spend 
internet 
users 

High-
spend 

followers 

Medium-
spend 

non-tech 

Low-
spend 
tech 

Low-
spend 

non-tech 
Fixed lines 35% 34% 34% 38% 30% 34% 23% 
Fixed calls 18% 15%* 17%* 26% 18% 19% 15% 
Mobile  39% 33% 23%* 45% 36% 39%* 35%* 
Internet 28% 33% 30%* 25% 27% 30% 27%* 
* small base sizes so apply caution and treat as indicative 
 

 
What are the key drivers and barriers to switching? 
 
M.206 Amongst SMEs, the main reasons for not switching supplier were that they 

did not see the need and/or that they were sufficiently satisfied with their 
current supplier. This ‘inertia’ is apparent across fixed, mobile and internet 
markets and is especially true of sole traders, most of whom see no need to 
switch from their current suppliers. 

 
M.207 Interestingly, the higher value businesses (‘High-spend followers’ and ‘Top-

spend tech’) were slightly less likely to cite satisfaction with existing supplier 
as a reason for not switching fixed supplier. This may be related to their 
higher spend on telecoms, which may lead to an expectation of higher 
standards from suppliers. These top-spending segments are more likely to 
be concerned about the reliability or quality of service of a new supplier and 
are more likely to have been put off from switching by the perceptions of the 
disruption involved.57 

 
 

                                                           
56 926 UK SMEs, May-June ’04, Continental Research survey NOTE total switching for fixed lines and 

mobile are from August ’04 data and data on Sole Traders is not included in the SME total 
57 This should be treated as an indicative finding as base sizes are small (104 and 67 respectively) 
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Figure 47. Main reasons that UK SMEs have not switched fixed supplier58 
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M.208 Although satisfaction with existing supplier and lack of need to switch were 

the most prevalent reasons given for not having switched fixed suppliers, 
some barriers to switching were mentioned. In total, almost a quarter (23%) 
of those that had not switched fixed line supplier mentioned some type of 
barrier to switching59. Examples included the general hassle and disruption 
associated with switching, perceived lack of supplier choice, and lack of 
information or knowledge about options.  

 

Desired savings 

 
M.209 Notwithstanding the general ‘inertia’ we described above, businesses were 

asked what savings would encourage them to switch if another company 
offered equal or better service. Relative to spend on fixed and mobile 
services, medium sized companies appear to be more price sensitive in 
terms of the percentage of their bill that they would required to save before 
switching.  
 
 
 
 
 
 
 

 

                                                           
58 555 UK SMEs that have never switched fixed supplier, May-June ’04, Continental Research 
59 Barriers mentioned were; too much hassle, no choice available, not being aware could switch or 

knowing how to, not knowing enough about other suppliers, being too difficult to work out which 
supplier is best, needing to use existing supplier for other services 
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Figure 48. Summary of average saving UK businesses needed to encourage 
switching60 
 

 
All SMEs: summary 

1-249 employees 
(£50k+ turnover) 

Small business 
1-49 employees 
(£50k+ turnover) 

Medium 
businesses  

50-249 employees 
Sole traders 

Desired savings 
in fixed market 

20% 23% 13% 33% 

Desired savings 
in mobile market 

20% 22% 15% 28% 

Desired savings 
in internet market 

55% 46% 29% 33% 

 
 
 
Differences by nation and region 
 
M.210 In support of Ofcom’s strategic review of telecommunications, this section 

explores whether there are any national differences in the way business 
consumers are using telecoms services and suppliers. Three fundamental 
questions are addressed:  

 
• Does ownership of telecoms vary by nation?  

• Are some nations more likely to switch supplier?  

• Do satisfaction levels vary across the UK? 

 
M.211 Note that in some cases sample sizes are small so comparisons should be 

treated as indicative. Sample sizes of less than 100 are marked with an 
asterix in figures in this section. 

 
Does SME ownership of telecoms vary by nation?  
 
M.212 As with residential consumers, penetration of telecoms services is broadly 

similar amongst SMEs across the UK. Scotland appears to be the slight 
exception with lower mobile and internet penetration compared to the rest of 
the UK, as shown in figure 50.  

 
M.213 There are also English regional variations in internet use that are worth 

noting. For example, only 59% of companies in the East Midlands, 
Yorkshire/Humber and Scotland are connected while over 75% of 
companies in the South West and the North are connected, or in the 
process of connecting.  

 

                                                           
60 300 sole traders, 926 SMEs with fixed lines, 577 SMEs with mobiles, 759 SMEs with Internet, ‘don’t 

knows’ and ‘SMEs not specifying savings’ are excluded. % are based on monthly median spends and 
median savings. NOTE data on Sole Traders is not included in the SME total 
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Figure 49. Penetration of mobiles, and internet61 
 

 Total UK England Scotland Wales Northern 
Ireland 

Mobile phone (s) 53% 54% 45% 55% 51% 
Internet access 73% 71% 57% 68% 65% 

 
 
 
Are SME consumers in some nations more likely to switch supplier?  
 
M.214 Relative to other nations, SMEs in Scotland are also less likely to have 

changed supplier in each of the telecoms markets. However, while 
switching levels are lower than those reported amongst businesses in 
England, it is important to note that the base sizes for Wales and Northern 
Ireland are too small to allow us to conclusively report that switching is 
lower than the other nations.  
 

 
Figure 50. Proportions of SMEs that have ever switched fixed, mobile and internet 

suppliers 

 Total UK England Scotland Wales Northern 
Ireland 

Ever switched fixed supplier 35% 34% 26% 29% 41% 
Ever switched mobile 
supplier 

39% 38% 24% *37% *36% 

Ever switched ISP 28% 30% *17% *19% *20% 
* base size less than 100, apply caution and treat as indicative only 
 
 
 
Do SME satisfaction levels vary across the UK? 
 
M.215 Businesses across the UK are equally satisfied with the telecoms services 

they receive. The only exceptions are SMEs located in Scotland – where 
slightly lower levels of satisfaction are reported for fixed and mobile 
services.  

 

                                                           
61 2594 UK SMEs, 1693 UK SMEs with mobile phones, 759 UK SMEs with internet, Feb ‘03–Aug ’04, 

Continental Research survey NOTE totals based on August ’04 data only 
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Section 4 
Large Businesses 
 
M.216 In support of Ofcom’s strategic review of telecommunications, our 

discussion on large businesses focuses on the ways in which large 
businesses are choosing and switching telecom suppliers. Five fundamental 
questions are addressed: 

 
• Who are the large businesses? 

• What telecom services are large businesses buying? 

• Which suppliers are providing these services? 

• Are large businesses switching telecom suppliers? 

• What are the key drivers and barriers to switching? 

 
M.217 Large businesses, like other types of business consumers, are very diverse, 

both in terms of size and geographic spread of sites, as well as the types of 
services purchased, and level of switching. As in other markets, the top 
spending businesses, 16% of all businesses in our analyses, are driving 
50% of the amount spent on telecoms. Not surprisingly, these businesses 
also have the greatest level of complexity, using multiple services and 
having many sites spread across the UK. 

 
M.218 As the size of the company increases, so does the actual number of 

services it purchases. Large businesses are unique in terms of their 
reliance upon many different types of services. In addition to basic analogue 
lines, most large businesses are using ISDN lines (92%), 74% are using 
leased lines, and 73% use mobile communications. 

 
M.219 While there are several different suppliers to choose from when selecting 

various telecom services, most companies are currently relying on BT for at 
least one of their services. Three-quarters (77%) use BT for their ISDN2 
lines and over 60% use BT for ISDN, PSTN and DSL services. Currently, 
BT’s continued market share lead within all service sectors except the calls 
market suggest that many large businesses are sufficiently satisfied with 
BT’s performance. 

 
M.220 However, it is worth noting that nearly half (47%) have switched at least one 

service away from BT in the past five years, while only one-third (28%) have 
switched to BT. Rates of switching amongst large businesses are, in 
general, closely related to BT’s level of market share dominance. For 
examples, rates of switching are notably higher amongst large businesses 
with the UK call sector. 

 
M.221 Finally, given the complexity of the purchasing involved for large 

businesses, a significant number of companies are using a single supplier 
(i.e. bundling), citing the benefits of easier management and the time saved 
by avoiding the laborious and time-consuming process of taking various 
services out to tender. Of those large businesses switching, most cited 
cheaper costs and better value for money (i.e. lower costs vs. better service 
quality) as the two main reasons for switching.  
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M.222 At the same time, major barriers to switching were also cited among large 

businesses including (a) the reliance on a single-source supplier for all their 
telecoms services and (b) the time involved in completing the tendering 
process that is needed to review and assess the incumbent and competitive 
suppliers. 
 

 
Choosing and switching telecom suppliers 
 
Who are the large businesses? 
 
M.223 As shown in figure 51, large businesses are varied in terms of industry, 

location, size and telecom spend. Nearly half (45%) are in the Services 
sector, 38% are in Manufacturing or Distribution and 17% are in Retail or 
Wholesale. There is also variation in geographic spread and the number of 
sites, with nearly half (47%) having offices in more than one UK location. 
Nearly two-thirds have fewer than 10 sites. 

 
M.224 Nearly half (47%) of large businesses have less than 500 employees and 

just under half (46%) have a turnover of less than £50M. As shown on the 
next page, businesses with the largest turnover account for most of the 
spending on telecoms with the largest 16% accounting for 51%. These 
largest businesses also have the greatest level of complexity, having more 
employees and sites spread across the UK. 
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Figure 51. Profile of large businesses by turnover62 
 

  Turnover 
 Total Under 

£50M 
£50 to 99M £100 to 

249M 
£250M + 

Employees 
250 to 499 47% 68% 49% 21% 20% 
500 to 999 26% 22% 33% 29% 15% 
1,000 to 4,999 19% 8% 16% 41% 29% 
5,000 + 7% 2% 1% 9% 36% 
Telecom spend 
Less than £100K 39% 63% 40% 9% 10% 
£100 to 249K 29% 21% 43% 39% 13% 
£250 to 999K 21% 13% 15% 37% 34% 
£1M + 11% 3% 2% 15% 43% 
Industry sector 
Services 45% 43% 30% 36% 39% 
Manufacturing / Distribution 38% 41% 45% 44% 37% 
Retail / Wholesale 17% 16% 25% 20% 24% 
Geographic spread 
Local 34% 45% 27% 23% 12% 
Regional 19% 15% 21% 27% 8% 
National 47% 40% 52% 50% 81% 
Number of sites 
1 to 4 43% 52% 42% 27% 12% 
5 to 9 21% 18% 25% 28% 15% 
10 to 99 27% 26% 27% 30% 41% 
100 + 9% 4% 6% 15% 32% 
Percentage of Total 100% 46% 25% 13% 16% 
 
 
 
What telecoms services are large businesses buying? 
 
M.225 Most large businesses use a variety of telecom services, with 92% using 

ISDN lines and 74% also using leased lines and 73% using mobile 
communications. Roughly half use an ADSL or cable modem for their 
internet connection with many using these primarily for employees working 
from home (source: April, 2003 qualitative). 

 
M.226 As shown in figure 52, in general, the larger the turnover of a business the 

more likely they are to be using a mix of many different types of telecom 
services. 
 
 
 
 
 
 

 

                                                           
62 1,364 UK large business telecoms decision makers, June ’03, Enteleca survey 



                                                 Strategic Review Telecommunications Phase 2 consultation document 

- 69 - 

Figure 52. Percentage buying telecoms services, by turnover63 
 

  Turnover 
 Total Under 

£50M 
£50 to 99M £100 to 

249M 
£250M + 

Volumetrics 
% of Businesses 100% 46% 25% 13% 16% 
% of Total Spend 100% 22% 10% 17% 51% 
Spend Index 100 48 40 131 319 
Average Annual Spend (M)  £294 £247 £817 £1,984 
Services 
ISDN 92% 86% 94% 95% 97% 
Leased lines 74% 69% 70% 87% 80% 
Mobile communication 73% 69% 79% 79% 78% 
PSTN 73% 60% 78% 85% 81% 
Web hosting services 51% 46% 57% 71% 60% 
ADSL 49% 46% 45% 60% 65% 
VPN (Centrex/Featurenet 
etc) 45% 34% 48% 54% 64% 
Frame relay/SMDS/other 
data 28% 18% 23% 39% 46% 
ATM/high bandwidth data 18% 12% 12% 25% 32% 
Other 13% 9% 9% 15% 22% 
 

 
Which suppliers are providing these services? 
 
M.227 While there are several different suppliers providing telecom services to 

large businesses, as indicated in figure 53, most are using BT for at least 
one of their services. Three-quarters (77%) of businesses use BT for their 
ISDN2 lines and over 60% use BT for ISDN, PSTN and DSL. Fewer 
companies use BT for fixed calls and Virtual Private Networks. 

 
M.228 While 70% of large businesses use more than one supplier for their various 

telecoms services (not shown), most rely primarily on just one supplier for 
the bulk of their services (usually BT). The remaining 30% of businesses 
rely on a single supplier to provide all their services; most of these 
companies have relatively low spending levels. 
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Figure 53. Percentage using various suppliers for telecoms services64 
 

 Telecoms Services 
 Fixed 

calls 
ISDN 2 ISDN 30 PSTN Leased 

lines 
DSL/ Cable 
Broadband 

VPNs 

Suppliers 
BT 46% 77% 63% 64% 52% 61% 40% 
Cable & Wireless 14% 5% 14% 14% 9% 1% 12% 
Energis 6% 1% 4% 5% 3% 1% 2% 
MCI / Worldcom 5% 1% 1% 2% 9% 3% 10% 
NTL 4% 4% 3% 2% 5% 6% 2% 
Telewest 4% 4% 2% 3% 4% 7% 1% 
Colt 4%  - 1% 2% 3% 2% 2% 
Thus 2% 1% 2%   1% 2%  - 
Other 16% 6% 10% 8% 14% 17% 31% 
 

 
M.229 In addition to the supplier share information shown above, additional 

evidence of BT’s market share (taking spend into account) from the latest 
wave of research amongst large businesses is shown below. Note sample 
sizes are small (typically less than 120); so results below are only indicative. 

 
M.230 As highlighted in figure 54, as of June 2004, BT is the main supplier in the 

analogue and ISDN markets receiving at least 50% of the revenue spent in 
these markets. BT also receives about 40% of the revenue spent on leased 
lines and calls within the UK.   
 

 
Figure 54. Share of spend by supplier and type of service 

 
 Telecoms Services 
 Analogue ISDN Leased 

<8 mbits* 
Leased 
>8 mbits* 

UK calls 

Suppliers 
BT 76% 64% 50% 54% 50% 

Others 24% 36% 50% 46% 50% 

99% point margin (+/-) 9 11 13 19 9 
* base size less than so apply caution and treat as indicative only 
 
 
Are large businesses switching telecom suppliers? 
 
M.231 Given the market share lead of BT as the provider of telecom services to 

large businesses, it is important to note the extent to which businesses are 
not just switching in general, but also the extent to which they are leaving 
(or joining) BT in particular. As shown in the table below, with the exception 
of the calls market (which is clearly the most competitive market), only 15-
30% of large businesses have switched suppliers in the past five years for 
telecoms services. In the calls market, 34% have switched from BT. 
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M.232 Nearly half (47%) of all large businesses have switched at least one service 
away from BT in the past five years, moving to one of a range of 
competitive suppliers, such as Cable & Wireless, Energis, NTL, Telewest 
and MCI. At the same time, less than one-third (28%) have switched at 
least one service to BT (particularly for calls). Finally, also note that nearly 
25% of businesses hadn’t switched suppliers for any of their services in the 
past five years. In the next section, we discuss the most important factors 
driving the decision to stay or switch.  
 

 
Figure 55. Percentage switching in past five years, by type of service65 

 

 Switched in 
past 5 years 

Switched 
from BT 

Switched to 
BT 

Haven't 
Switched 

Services 
Call provider 63% 34% 13% 37% 
Digital leased lines (up to 2Mb/s)* 30% 16% 7% 70% 
Broadband** 25% 14% 6% 75% 
ISDN 30 lines** 18% 10% 6% 82% 
PSTN lines 18% 10% 6% 82% 
VPN** 17% 6% 3% 83% 
Frame relay / SMDS / Other data 
network** 

31% 14% 9% 69% 

Analogue leased lines 14% 8% 6% 86% 
* base size less than 100 so apply caution and treat as indicative only 
** base size less than 50 so apply caution and treat as indicative only 
 
 
 
What are the key drivers and barriers to switching? 
 
M.233 Most large businesses that have switched in the past five years cite 

cheaper costs and better value for money (i.e. lower costs vs. better service 
quality) as the two main reasons for switching. Several large businesses 
who have switched also cited the ability to use a single supplier for all their 
services, thereby not only saving time and money, but in many cases, also 
gaining greater peace of mind. 

 
M.234 Among non-switchers, three important reasons exist for not switching 

suppliers. Many companies are simply choosing to use a single supplier 
which, while easier to manage, may reduce their likelihood of switching 
again.  

 
M.235 Compared to other consumers, large businesses typically need to invest 

more time and energy into the tendering process in order to make choices 
between the incumbent and potential competitors. As shown in figure 56, for 
many large businesses, the tendering process is often too time-consuming, 
particularly for those companies who are already sufficiently satisfied with 
their current supplier. 
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Figure 56. Reasons affecting decision to switch suppliers66 
 

Reasons for using single supplier 
Easier to manage 87% 
Easier to resolve problems / faults 73% 
Ability to negotiate higher discounts 48% 
Concerns about the service of other suppliers 36% 
Less can go wrong 30% 
Supplier offers best service 27% 
Supplier offered better deal than others 26% 
Company policy 13% 
Only supplier available at location 11% 
Reasons for not going to tender 
Too time-consuming 61% 
Satisfied with incumbent's value for money 49% 
Satisfied with incumbent's overall service 49% 
Too much hassle to physically change 46% 
Other suppliers have limited geographic coverage 39% 
Limited / only supplier(s) available 35% 
Incumbent understands our business needs 32% 
Have service level guarantees in contract 27% 
Have price benchmarking in contract 11% 
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Section 5 
Methodology 
  
M.236 This review examines data gathered from four surveys which relates to four 

groups of consumers: residential, sole trader, SME/business consumers 
and large business consumers. Detailed below are the exact methodologies 
employed in each of these surveys. 

 
M.237 Because the surveys were conducted amongst a sample of adults, rather 

than the whole population, the data may be subject to a small margin of 
error. The error margin for the total sample of each survey is illustrated in 
the table below. Error margins rise amongst smaller sub-groups. 
 

 
 Residential SME Sole Trader Large Business 

Sample size 2131 926 300 1364 176 
Error margin 95% 
confidence (+/-) 

2% 3% 6% 3% 7% 

 
 

M.238 All data shown is weighted data. Unweighted base sizes are shown in the 
footnotes to show the number of people who were asked the question. 
Results referred to as ‘significantly’ different, have been tested at the 95% 
level of confidence.  

 
Residential Survey 
 
M.239 The review of residential consumers was carried out, by MORI, using a 

representative quota sample of 2,131 adults, aged 15+, in the UK; 1,733 
interviews were conducted in England, 186 in Scotland, 105 in Wales and 
107 interviews in Northern Ireland. Interviews were carried out across 306 
sampling points in the UK, face-to-face, in-home, using Computer Assisted 
Personal Interviews (CAPI). All interviews were conducted between 10th 
May and 27th June 2004.  

 
Sample Design  
 
M.240 The Residential survey was carried out by quota sampling UK households, 

using Output Areas (OA) as sampling points. The sample was stratified by 
region, then by cabled and non-cabled areas to ensure that the sample was 
representative of homes which are passed by cable, ensuring that rural and 
urban areas were adequately represented and finally by deprivation level to 
ensure that high deprivation areas were adequately represented. In 
addition, quotas were set within each OA to represent the UK profile of 
adults. These were set using 2001 Census data for Great Britain and 
Northern Ireland and include age, working status and gender as well as 
household tenure (for Great Britain) and social class (for Northern Ireland).  
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Weighting Procedures 
 
M.241 The data gathered in the Residential survey was weighted by age, gender, 

social class working status, region and cable/non-cable to match the known 
population profile; the Northern Ireland results are down-weighted to their 
natural proportion of the national UK profile. 

 
Segmenting Consumers 
 
M.242 As different consumers, whether residential or business, have different 

opinions, needs and behaviour in terms of telecoms use, we believed it was 
valuable to arrange individual respondents into groupings or clusters with 
similar outlooks and perspectives. Due to the scale of the Residential 
survey and the range of questions, the dataset was too large to be 
efficiently arranged directly into groups or clusters. Therefore, the data was 
analysed in two stages beforehand.  

 
M.243 Firstly, it was necessary to reduce the numbers of questions used to 

distinguish separate clusters. To do this, a statistical methodology called 
‘Factor Analysis’ was used. Factor analysis reduces the number of 
questions by looking for similarities in the way respondents answer 
questions. If respondents who answer one question answer another 
question in the same way, both questions are not needed. This analysis 
was performed for all the questions and the aim was to contain as much 
information within as few questions as possible. Reduction of the dataset in 
this way enables interpretation and allows other procedures to be run more 
efficiently. In this particular instance, the final number of significant factors 
was thirteen and these included internet use, satisfaction with telecoms 
services, willingness to pay, and knowledge of the telecoms market.  

 
M.244 Secondly, the dataset was split according to telecoms spend. When simple 

frequency counts were performed on the dataset, three distinct categories 
were revealed: high, medium and low spenders and these categories were 
used for further analysis.  

 
M.245 Our final and third step entailed using the technique of ‘K-mean cluster 

analysis’, which enables identification of groups by looking at responses to 
the different factors and grouping those individuals with similar responses. 
Once the groups have been identified, the mean score for each factor for 
each cluster is used to separate the groups. This makes it possible to obtain 
a picture of how the factors and clusters relate to each other and of the 
profile of each cluster. This resulted in seven clusters: three within the low 
spenders dataset, and two each in the medium and high spenders datasets. 

 
 
SME Survey 
 
M.246 The SME survey was carried by Continental Research, in May 2004, using 

a representative quota sample of 926 business decision makers: 585 with 
1-50 employees and 341 with 50+ employees. 724 interviews were 
conducted in England, 101 in Scotland, 51 in Wales and 50 in Northern 
Ireland.  
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Sample Design  
 
M.247 The SME survey also used quota sampling by size, SIC and region. The 

sample was drawn from Dun and Bradstreet’s Business Database which 
comprises 1.02 million businesses with a turnover of over £50,000 and 
employing between 1 to 250 employees. As significant quotas by company 
size were imposed this meant, in comparison to the business universe, 
small companies were significantly under represented and large ones over 
represented. To ensure these quotas were achieved, the sample was 
selected from the D&B database by each of the six employee size band 
categories, (i.e. 1 to 5, 6 to 10, 11 to 25 etc). Within each of these six size 
bands companies were sampled at random using a fixed interval sampling 
procedure. As the sample also held the companies SIC code and postcode, 
the sector and regional quotas were continually monitored throughout the 
field period. 

 
Weighting Procedures 
 
M.248 The sample in the SME survey was weighted by size of company, then by 

industry sector, and finally by region.  
 
Segmenting SME Consumers  
 
M.249 A similar methodology as the residential segmentation was used to 

segment the SME survey into distinct groups with similar views and needs. 
Because of the smaller size and scope of the SME survey, it was possible 
to directly identify questions that would sufficiently segment the dataset. 
Using the same principles as the residential segmentation, a battery of 
questions exploring attitudes to technology and price were identified, and 
these were used to segment the dataset.  

 
M.250 Once these questions were identified, ‘K-mean analysis’ was used to 

identify the respondents who answered these questions in a similar way. 
These respondents were then grouped together. This resulted in six 
segments, which were distinct in terms of revenue, number of employees 
and attitudes towards and use of telecommunications technology.  

 
Nations and Regions 
 
M.251 Due to the smaller sample sizes in specific nations and regions, it was 

necessary to roll the data from three survey waves (Feb 04; May 04 and 
Aug 04) to permit analysis on a national and regional basis. Whole weighted 
responses were used when combining this data which may result in minor 
rounding differences. Sample sizes at a regional level were too small to 
analyse and have therefore not been included in this section of the 
Research Annex. 

 
 
Sole Trader Survey 
 
M.252 For the Sole Trader survey (amongst registered companies with no 

employees), 300 interviews were completed during June 2004, by 
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Continental Research.  
 
 

Sample Design  
 
M.253 The Sole Trader survey used quota sampling by type of company, industry 

sector and region. The sample was drawn from Dun and Bradstreet’s 
Business Database. 

 
Weighting Procedures 
 
M.254 The sample was weighted by company type, industry sector and region.  
 
 
Large Business Survey 
 
M.255 Large businesses are defined as those with over 250 employees, of which 

there are around 7,780 in the UK.  
 
M.256 Two surveys were carried out amongst large businesses. The first was 

conducted by Enteleca Research for Oftel during June 2003 by telephone. 
The questionnaire was targeted at 1,364 telecoms decision makers within 
large businesses. Respondents from this initial study form the online panel 
discussed below.  

 
M.257 The second was carried out by Continental Research in three stages, 

September 2003, November 2003 and June 2004, using an online 
questionnaire. This questionnaire was targeted at members of Ofcom’s 
Large Business Panel which in 2003 comprised c.780 participants. By the 
summer of 2004 the panel comprised c. 600 members.  

 
Sample Design  
 
M.258 As businesses with over 500 employees account for a high proportion of 

total telecoms spend in UK businesses of this size were deliberately over-
sampled in the June study to provide a robust sample for analysis 
purposes.  

 
M.259 The panel was self-selection therefore no quotas could be applied at the 

interviewing stage. 220 decision makers responded to the September 2003, 
211 to the November 2003 and 176 to the June 2004 questionnaires. 

 
Weighting Procedures 
 
M.260 The June study was weighted during analysis to be representative of UK 

large businesses as a whole. Weighting was based on data provided by 
Office for National Statistics in their 2003 Size Analysis of United Kingdom 
Businesses publication. 

 
M.261 The sample in the online panel was weighted by size of business (number 

of employees) and then by industry sector. The weightings were used to 
adjust the sample to match the DTI industry profile of large businesses. 
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Section 6 
International price  
benchmarking data tables 
 
Table  
1 Price index for residential PSTN services 

2 Monthly cost of residential PSTN services 

3 Percentage change in price levels for residential consumers between 
February 03 and April 04 

4 Price index for business PSTN services 

5 Monthly cost of business PSTN services 

6 Percentage change in price levels for business consumers between 
February 03 and April 04 

7 Price index for residential basic internet services 

8 Monthly cost of residential basic internet services (£ per month) 

9 Percentage change in price levels for residential consumers between 
August 03 and April 04 

10 Price index for business basic internet services 

11 Monthly cost of business basic internet services (£ per month) 

12 Percentage change in price levels for business consumers between August 
03 and April 04 

13 Results for price level, price index and (downstream) bandwidth for 
residential broadband services. 

14 Percentage change in price levels between August 2003 and April 2004 – 
residential services 

15 Results for price level, price index and (downstream) bandwidth for 
business broadband services. 

16 Percentage change in price levels between August 2003 and April 2004 – 
residential services 

17 Price index for post-pay mobile services 

18 Monthly cost of post-pay mobile services (£ per month 

19 Percentage change in price levels between February 2003 and November 
2004 – post-pay services 

20 Price index for pre-pay mobile services 

21 Monthly cost of pre-pay mobile services (£ per month) 

22 Percentage change in price levels between February 2003 and November 
2004 – pre-pay services 
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23 Exchange rates and VAT rates for fixed and Internet benchmark (March 
2004) 

24 Exchange rates and VAT rates for domestic mobile benchmark (October 
2003) 
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Overview of international price benchmarking data 
 
M.262 Telecoms benchmarking is a useful tool to determine if consumers in the UK 
 re getting a good deal in terms of price for available telecom services.  
 
M.263 Ofcom’s benchmarking compares telecom prices between countries for a 

range of consumer usage profiles. A range of profiles is chosen to be 
illustrative of the most frequent types of customer calling patterns, but is not 
comprehensive. Prices are based on a snap shot as at 1st April 2004. 
Although providing a sound overall picture, the comparison of companies 
within a country should not be taken as necessarily being representative for 
an individual consumer. 

M.264 The Ofcom benchmarking analysis is based on a basket methodology, which 
allows prices to be compared across different operators in different countries. 
It is not intended to be a buyer’s guide to services.  

M.265  There are separate industry funded initiatives and reports which seek to help 
UK consumers be better informed purchasers of telecommunications services 
for example fixed and mobile quality of service indicators - www.cpi.org.uk. 
Ofcom awards a seal of approval – ‘the Ofcom PASS’ - to websites which 
satisfy Ofcom that they provide accurate and impartial price comparisons and 
feature a wide range of suppliers. 

Fixed telecoms prices are generally favourable in the UK 
 
M.266 The price index for PSTN services has been constructed by taking the 

average of the cheapest packages offered by the incumbent (in the US AT&T 
is taken as the incumbent for long distance calls) and the cheapest of the 
packages offered by other operators. This reflects the fact that the incumbent 
generally continues to have a large market share.  

 
M.267 The analysis takes into account tariff schemes and discount options for a 

range of operators per country (this excludes "special schemes" with specific 
eligibility criteria).  

M.268 Tables 1 and 2 show the results of the PSTN price index (expressed relative 
to the UK price index) and the average monthly cost for fixed PSTN services 
for residential consumers respectively. 

M.269 These results show that, based on the sample of service providers/operators 
selected UK prices for residential PSTN services generally compare 
favourably with prices elsewhere and only in Sweden are prices cheaper.   

http://www.cpi.org.uk/
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Table 1: Price index for residential PSTN services 
 
Usage 
level 1 2 3 4 5 6 7 8 9 Average

France 101 113 120 111 130 117 124 119 121 117 
Germany 127 127 112 108 108 104 115 111 115 114 
Sweden 100 105 97 95 95 92 98 98 98 97 
UK 100 100 100 100 100 100 100 100 100 100 
US – CA 135 126 94 92 96 88 102 97 125 106 
US – OH 146 141 114 111 107 100 108 103 126 117 
Source: Ofcom 

 

Table 2: Monthly cost of residential PSTN services 
 
Usage 
level 1 2 3 4 5 6 7 8 9 Average

France 10 12 21 19 36 33 89 85 88 44 
Germany 13 14 19 19 29 30 82 80 83 41 
Sweden 10 11 17 17 26 26 70 70 71 35 
UK 10 11 17 17 27 29 71 72 72 36 
US – CA 14 14 16 16 26 25 73 69 91 38 
US – OH 15 15 20 19 29 29 77 74 91 41 
Source: Ofcom 

M.270 Analysis of the price trend between February 2003 and April 2004 in table 3 
shows that residential PSTN prices have fallen between 7-9% in all countries. 
In all countries high usage consumers have seen larger price falls than low 
usage consumers.  

Table 3: Percentage change in price levels for residential consumers between 
February 03 and April 04 
 
Usage 
level 1 2 3 4 5 6 7 8 9 Average 

France -8 -9 -8 -7 -8 -9 -11 -10 -12 -9 
Germany 7 0 -9 -8 -13 -10 -12 -10 -9 -7 
Sweden -3 -3 -7 -5 -12 -8 -14 -10 -9 -8 
UK -4 -6 -5 -2 -10 -6 -11 -10 -12 -7 
US – CA 1 -2 -9 -7 -9 -9 -10 -9 -8 -7 
US – OH -4 -6 -6 -5 -7 -6 -9 -9 -7 -7 
Source: Ofcom 

M.271 Tables 4 and 5 show the results of the PSTN price index (expressed relative 
to the UK price index) and the average monthly cost for fixed PSTN services 
for business consumers respectively. 

M.272 These results show that overall UK prices for business PSTN services are 
above average. Prices in the UK are similar to California, cheaper than Ohio 
and significantly more expensive than in Sweden.  
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Table 4: Price index for business PSTN services 
 
Usage 
level 1 2 3 4 5 6 Average

France 84 85 91 94 96 112 94 
Germany 93 92 92 92 94 97 93 
Sweden 70 68 73 79 78 87 76 
UK 100 100 100 100 100 100 100 
US – CA 78 92 104 92 111 131 101 
US – OH 97 106 115 103 129 140 115 
Source: Ofcom 
 
 
 

Table 5: Monthly cost of business PSTN services 
 
Usage 
level 1 2 3 4 5 6 Average

France 244 272 316 1,009 1,163 1,484 748 
Germany 268 294 320 991 1,140 1,294 718 
Sweden 201 217 254 850 943 1,161 604 
UK 289 319 347 1,079 1,214 1,327 763 
US – CA 225 293 361 990 1,349 1,742 827 
US – OH 279 339 400 1,107 1,564 1,854 924 
Source: Ofcom 
 
 

M.273 Analysis of the price trend between February 2003 and April 2004 in table 6 
show that business PSTN prices have fallen between 6-11% in all countries. 
Again higher usage consumers have benefited more from price cuts.  
 
 

Table 6: Percentage change in price levels for business consumers between 
February 03 and April 04 
 
Usage 
level 1 2 3 4 5 6 Average

France -13 -11 -4 -18 -17 -5 -11 
Germany -7 -9 -10 -8 -11 -12 -10 
Sweden -7 -8 -9 -7 -8 0 -6 
UK -4 -6 -8 -8 -11 -14 -8 
US – CA -8 -8 -9 -11 -15 -15 -11 
US – OH 0 -6 -7 -8 -6 -11 -6 
Source: Ofcom 
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UK consumers get a good deal for basic dial-up internet access 
 
M.274 “Basic” Internet access refers to access to the Internet by consumers who 

have no requirement for “high speed” access. This is mainly mean PSTN dial-
up access, as this is usually the cheapest option. However, there are 
circumstances where other access mechanisms may be cheaper. In countries 
where unmetered PSTN dial-up access is not available, broadband access 
may be a cost effective alternative for consumers with high usage. In the 
following analysis a range of access mechanisms are considered (i.e. PSTN 
and ISDN dial-up, DSL and cable modem) and the results then focus on the 
cheapest available options.  

M.275 Tables 7 and 8 show the results of the residential basic internet price index 
(expressed relative to the UK price index) and the average monthly cost for 
basic internet access for residential consumers respectively. 

M.276 These results show that UK prices for residential basic internet services 
compare favourably with prices elsewhere.  This can partially be explained by 
the high availability of unmetered services in the UK.  
 

Table 7: Price index for residential basic internet services 
 
Basket 1 2 3 4 5 6 7 8 9 Average 
 Off-peak Combination  
Hours of 
use 

5   10  20  40  100 10  20  40  100   

France 132 107 72 100 143 67 69 89 127 103 
Germany 94 76 76 147 171 52 80 138 152 114 
Sweden 109 97 92 141 160 78 88 125 142 117 
UK 100 100 100 100 100 100 100 100 100 100 
US – CA 255 220 110 110 110 137 106 98 98 134 
US – OH 258 222 111 111 111 139 107 99 99 136 
Source: Ofcom 

 
 
Table 8: Monthly cost of residential basic internet services (£ per month) 
 
Basket 1 2 3 4 5 6 7 8 9 Average 
 Off-peak Combination  
Hours of 
use 

5   10  20  40  100 10  20  40  100   

France 3 5 7 10 14 5 7 10 14 9 
Germany 2 4 7 15 17 4 8 16 17 11 
Sweden 3 5 9 14 16 6 9 14 16 11 
UK 2 5 10 10 10 8 10 11 11 9 
US – CA 6 11 11 11 11 11 11 11 11 10 
US – OH 6 11 11 11 11 11 11 11 11 10 
Source: Ofcom 
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M.277 Analysis of the price trend between August 2003 and April 2004 in table 9 
shows that residential basic internet prices increased slightly in the UK and 
the US and fell significantly in France and Germany. These price falls were a 
result of new low cost services from a number of alternative ISPs in France 
and Germany. The price increase in the UK was a result of the 
discontinuation of partially metered services.  
 

Table 9: Percentage change in price levels for residential consumers between 
August 03 and April 04 
 
Basket 1 2 3 4 5 6 7 8 9 Average 
 Off-peak Combination  
Hours of 
use 

5   10  20  40  100 10  20  40  100  

France -13 -17 -19 -7 -19 -17 -19 -7 -19 -16 
Germany -9 -10 -10 -10 -9 -20 -17 -10 -9 -11 
Sweden 4 5 5 -11 -12 5 -2 -11 -12 -4 
UK -2 -2 1 4 -2 21 4 17 -4 3 
US – CA -15 33 12 -8 -8 33 12 -8 -8 4 
US – OH -15 33 12 -8 -8 33 12 -8 -8 4 
Source: Ofcom 
 

M.278 Tables 10 and 11 show the results of the business basic internet price index 
(expressed relative to the UK price index) and the average monthly cost for 
basic internet access for business consumers respectively. 

M.279 These results show that UK prices for business basic internet services 
generally compare favourably with prices elsewhere.   
 

Table 10: Price index for business basic internet services 
 
Basket 1 2 3 4 Average 
Hours of 
use 

10 20 40 100  

France 109 79 93 93 94 
Germany 62 76 105 187 108 
Sweden 115 142 207 212 169 
UK 100 100 100 100 100 
US – CA 152 117 95 98 116 
US – OH 153 119 98 98 117 
Source: Ofcom 
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Table 11: Monthly cost of business basic internet services (£ per month) 
 
 
Basket 1 2 3 4 Average 
Hours of 
use 

10 20 40 100  

France 8 9 13 13 11 
Germany 4 8 15 26 13 
Sweden 8 16 29 30 21 
UK 7 11 14 14 12 
US – CA 11 13 13 14 13 
US – OH 11 13 14 14 13 
Source: Ofcom 
 

M.280 Analysis of the price trend between August 2003 and April 2004 in table 12 
shows that business basic internet prices increased by 10% in the UK and 
Sweden and fell between 8-10% in other countries. This price increase in the 
UK is a result of a price increase of a business pay as you go service.  
 

Table 12: Percentage change in price levels for business consumers between 
August 03 and April 04 
 
Basket 1 2 3 4 Average 
Hours of 
use 

10 20 40 100  

France 25 -17 -18 -25 -9 
Germany -9 -12 -21 1 -10 
Sweden 18 16 12 -7 10 
UK 36 7 -2 -2 10 
US – CA -13 -10 -8 -6 -9 
US – OH -12 -9 -6 -6 -8 
Source: Ofcom 

 
 
Broadband prices continue to fall… 
 
M.281 The following analysis compares the cost of mass market broadband services 

including Digital Subscriber Line (DSL) and cable modem services. These 
services provide high-speed telecom services to consumers over the local 
loop/cable network. These services are becoming increasingly important in 
providing consumers with access to a range of services, such as fast Internet 
access and video on demand.  

 
M.282 Since services differ in the amount of bandwidth (both downstream to the 

consumer and upstream from the consumer) that is available, price 
comparisons presented are viewed in the context of the bandwidth provided. 

M.283 Table 13 shows the results of the residential broadband price index 
(expressed relative to the UK price index), the average monthly cost and the 



                                                 Strategic Review Telecommunications Phase 2 consultation document 
 

 - 85 -

average speed for both entry level (128kbit/s and above) and higher speed 
(>256kbit/s) residential broadband services.  

M.284 These results show that UK prices for residential broadband services 
generally compare well with services elsewhere for both the entry level and 
higher bandwidth services.  
 

Table 13: Results for price level, price index and (downstream) bandwidth for 
residential broadband services 
 

 Entry level (128kbit/s+) Higher Bandwidth 
(>256kbit/s) 

 £ per 
month 

Price 
index 

Bandwidth 
Kbit/s 

£ per 
month 

Price 
index 

Bandwidth 
Kbit/s 

France 15 89 336 15 100 512 
Germany 18 110 584 23 198 1,012 
Sweden 16 98 320 19 79 406 
UK 16 100 150 23 100 512 
US 24 148 320 25 113 576 
Source: Ofcom 
 

M.285 Analysis of the price trend between August 2003 and April 2004 in table 14 
shows that residential broadband prices decreased in all countries particularly 
for entry level services. In the period a number of additional entry level 
services were introduced in all countries, except Germany.  

M.286 For higher speed services prices in the UK decreased by only 3% compared 
to price decreases of 10-34% in other countries. In France prices dropped by 
34%, a result of cheap LLU services, and in Germany price dropped by28%, 
a result of the introduction of volume based services from Deutsche Telekom.  
 

Table 14: Percentage change in price levels between August 2003 and April 
2004 – residential services 

 Entry level Higher speed 
France -25 -34 
Germany -38 -28 
Sweden -12 -10 
UK -22 -3 
US -18 -16 
Source: Ofcom 
 

M.287 Table 15 shows the results of the business broadband price index (expressed 
relative to the UK price index), the average monthly cost and the average 
speed for both entry level and higher speed business broadband services.  

M.288 These results show that UK prices for business broadband services generally 
compare well for lower speed services but are more expensive than other 
countries for higher speed services.  
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Table 15: Results for price level, price index and (downstream) bandwidth for 
business broadband services 
 

 >257 kbit/s >512 kbit/s 
 £ per 

month 
Price 
index 

Bandwidth 
Kbit/s 

£ per 
month 

Price 
index 

Bandwidth 
Kbit/s 

France 14 51 512 18 44 512 
Germany 26 93 1,024 29 72 627 
Sweden 30 106 1,268 30 73 839 
UK 28 100 512 40 100 506 
US 33 117 2,250 33 81 1,116 
Source: Ofcom 
 

M.289 Analysis of the price trend between August 2003 and April 2004 in table 16 
shows that business broadband prices decreased significantly in all countries 
except in Sweden where prices have remained consistently low over the 
whole benchmarking period.  

M.290 All business price decreases are a result of new service offerings. In France 
prices fell as a result of cheap LLU services, in Germany from new metered 
services and in the US and the UK from new cheaper offers.  
 

Table 16: Percentage change in price levels between August 2003 and April 
2004 – business services 

 >257 kbit/s >512 kbit/s 
France -47 -67 
Germany -20 -22 
Sweden -7 -7 
UK -2 -36 
US -30 -40 
Source: Ofcom 

 
Mobile calls are good value for UK consumers 
 
M.291 The following analysis covers ‘domestic’ mobile services, ie calls made from 

mobile phones within the consumer’s home country and excludes the effect of 
handset prices.  

M.292 Tables 17 and 18 show the results of the post-pay mobile price index 
(expressed relative to the UK price index) and the average monthly cost for 
post-pay mobile services for consumers respectively. 

M.293 These results show that UK prices for post-pay mobile services are very 
competitive with other markets.    
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Table 17: Price index for post-pay mobile services 
 
Quintile 1 2 3 4 5 1 2 3 4 5 Average 

 Peak Off-peak  
France 111 115 107 83 90 118 124 115 88 94 105 
Germany 83 90 110 113 125 83 94 94 101 126 102 
Italy 63 76 88 90 131 81 93 97 102 140 96 
Sweden 87 94 99 112 142 89 90 83 78 95 97 
UK 100 100 100 100 100 100 100 100 100 100 100 
Source: Ofcom 
 

 
Table 18: Monthly cost of post-pay mobile services (£ per month) 
 
Quintile 1 2 3 4 5 1 2 3 4 5 Average 

 Peak Off-peak  
France 9 12 13 14 29 10 13 15 17 38 17 
Germany 7 9 13 20 40 7 10 12 19 51 19 
Italy 5 8 11 16 42 7 10 12 19 56 19 
Sweden 7 10 12 19 46 8 10 11 15 38 18 
UK 9 10 12 17 32 9 11 13 19 40 17 
Source: Ofcom 
 

M.294 Analysis of the price trend between February 2003 and November 2003 in 
table 19 shows that post-pay mobile prices are relatively static and decreased 
between 4-10% in all countries.  
 

Table 19: Percentage change in price levels between February 2003 and 
November 2004 – post-pay services 

Quintile 1 2 3 4 5 1 2 3 4 5 Average 
 Peak Off-peak  

France -7 -3 2 -11 -10 -12 -2 4 -3 -7 -5 
Germany -9 -15 -14 -6 -9 -9 -7 -10 -10 -11 -10 
Italy -10 -9 -9 -9 -9 -10 -9 -9 -9 -11 -9 
Sweden -4 -3 -2 -2 -3 -1 -5 -7 -11 -7 -4 
UK 4 -2 -6 0 -8 -8 -9 -9 -2 -4 -4 
Source: Ofcom 
 

M.295 Tables 20 and 21 show the results of the pre-pay mobile price index 
(expressed relative to the UK price index) and the average monthly cost for 
pre-pay mobile services for consumers respectively. 

M.296 These results show that UK prices for pre-pay mobile services are 
significantly cheaper then prices in other markets.   
 
 
 
 
 



Strategic Review Telecommunications Phase 2 consultation document 

 - 88 - 

Table 20: Price index for pre-pay mobile services 
 
 
Quintile 1 2 3 4 5 1 2 3 4 5 Average 

 Peak Off-peak  
France 345 162 143 101 90 276 175 152 117 94 165 
Germany 155 155 157 137 125 158 154 155 133 126 146 
Italy 104 99 95 89 127 135 124 129 117 140 116 
Sweden 159 152 139 136 142 102 96 96 87 92 120 
UK 100 100 100 100 100 100 100 100 100 100 100 
Source: Ofcom 
 

 
Table 21: Monthly cost of pre-pay mobile services (£ per month) 
 
 
Quintile 1 2 3 4 5 1 2 3 4 5 Average 

 Peak Off-peak  
France 7 8 12 14 29 8 10 11 17 38 15 
Germany 3 7 13 20 40 5 9 11 19 51 18 
Italy 2 5 8 13 41 4 7 9 17 56 16 
Sweden 3 7 11 19 46 3 5 7 12 37 15 
UK 2 5 8 14 32 3 6 7 14 40 13 
Source: Ofcom 
 
 

M.297 Analysis of the price trend between February 2003 and November 2003 in 
table 22 shows that pre-pay mobile prices have also remained relatively static 
and decreased between 2-9% in all countries.  
 
 

Table 22: Percentage change in price levels between February 2003 and 
November 2004 – pre-pay services 
 

Quintile 1 2 3 4 5 1 2 3 4 5 Average 
 Peak Off-peak  

France 7 0 0 -8 -15 4 2 1 -1 -7 -2 
Germany -9 -9 -9 -9 -10 -9 -8 -7 -7 -10 -9 
Italy -7 -10 -7 -9 -6 -4 -4 -4 -2 -3 -6 
Sweden -11 -10 -10 -11 -9 -5 -5 -6 -7 -9 -8 
UK -5 -3 1 -1 -3 -15 -5 -2 3 -5 -4 
Source: Ofcom 
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Exchange rates and VAT rates 
 
M.298 All results are presented using PPP exchange rates. This means that the 

exchange rate is offset by the PPP factors given in tables 23 and 24. 
 
 

Table 23: Exchange rates and VAT rates for fixed and Internet benchmark 
(March 2004) 
 

Country  Current 
exchange rate PPP factor 

PPP 
exchange 
rate 

VAT rate (%) 

France 0.67 1.01 0.68 19.6 
Germany 0.67 1.02 0.68 16 
Sweden 0.07 0.93 0.07 25 
UK 1.00 1.00 1.00 17.5 
US – CA 0.55 1.19 0.65 5 
US – OH 0.55 1.19 0.65 6 
Source: OECD 
 

 
Table 24: Exchange rates and VAT rates for domestic mobile benchmark 
(October 2003) 
 

Country  Current 
exchange rate PPP factor 

PPP 
exchange 
rate 

VAT rate (%) 

France 0.70 0.97 0.68 19.6 
Germany 0.70 0.98 0.68 16 
Italy 0.70 1.06 0.74 20 
Sweden 0.08 0.87 0.07 25 
UK 1.00 1.00 1.00 17.5 
Source: OECD 
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