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The Consumer Experience

Section 1

Introduction

Background

This is Ofcom’s third annual report on the consumer experience of telecoms, the internet and
digital broadcasting. It discusses the results of our research programme, which measured
how well consumers have fared over the past year in their use of these services.

This report has been published alongside Ofcom’s Consumer Experience Policy Evaluation
which considers the key findings and trends emerging from the research and uses these to
assess the impact of Ofcom’s policy work and activities.

Data sources

A variety of data sources were used in compiling this report; Ofcom’s communications
tracking survey and its consumer decision-making survey, supported by a range of ad-hoc
research.

Full details of all the Ofcom research used in this report are available in Annex 1. The
following is a brief outline of the research used.

Ofcom communications tracking survey

The technology tracking survey is run on a quarterly basis. It provides Ofcom with
continuous understanding of consumer behaviour in the UK communications markets,
helping us to monitor change and assess the degree and success of competition.

Ofcom consumer decision-making survey

Ofcom'’s first survey of consumer decision-making was carried out in June 2006, and
repeated in July 2007 and July 2008. In 2007 it was expanded to include consumers in each
of the fixed-line, mobile, broadband and multichannel television markets, including bundled
services. The main objective was to track the extent to which consumers participate in the
communications markets. This survey is now Ofcom’s key data source monitoring switching
and satisfaction in the communications markets.

Consumer concerns research

Ofcom monitors consumer concerns in the communications markets on a quarterly basis.
The objective is to measure and track levels of concern as well as to investigate consumers’
experience of specific topical issues.

Ofcom visual impairment research

This qualitative research project explored the experiences of consumers with a visual
impairment. The study included people with different types of visual impairment, including
those with mild/moderate and severe/profound impairment. Due to the qualitative nature of
the research and the objectives of the study, the sample is not representative of all
consumers with a visual impairment.

Ofcom learning disabilities research

This qualitative research project explored the experiences of consumers with learning
disabilities. The study included people with different types of learning disability. Due to the
gualitative nature of the research and the objectives of the study, the sample is not
representative of all consumers with learning disabilities.
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The scope

This report analyses the overall experience consumers have had of the communications
market in three areas:

o telecoms (fixed-line and mobile);
e internet (including broadband); and
e broadcasting (television and radio).
The report presents data on each of the markets under the following section headings:

e consumer access and take-up — the availability and take-up of communications
services (including non-ownership, both voluntary and involuntary);

e consumer choices, value and range — trends in prices of communications services,
consumers’ awareness and use of suppliers, and their levels of satisfaction;

e consumer empowerment — the level of participation in communications markets in
terms of switching and shopping around, and use of consumer information; and

e consumer protection and concerns — complaints, concerns and awareness of
complaint procedures.

The report covers the UK adult population, and compares findings in three ways:
e across various demographic groups, where relevant;
e overtime, where the data are available; and
e across countries, where robust data are available.
The report contains some insights into ethnic minority groups, although these demographic

groups have been the focus of a separate Ofcom study published in September 2008:
http://www.ofcom.org.uk/advice/media_literacy/medlitpub/medlitpubrss/ml_emg08/.

With the exception of take-up data, findings have not been analysed at a national or regional
level across the UK, as this is covered by Ofcom’s annual Nations & Regions
Communications Market report, last published in May 2008
http://www.ofcom.org.uk/research/cm/cmrnrQ8/.

Time series data

Where possible, data from Q2 or Q3 2008 have been compared with data from a similar time
period in previous years. However, there are some analyses in the report where different
time periods have been used:

e analysis by nation — 2008 data were collected in January 2008 and are compared to
annual rolled data collected in 2006 (Q1 — Q4 combined)

Statistical reliability

For reporting purposes, sub-group differences are noted in the report only when they are
significantly different from the total sample. We have reported differences at the 95%
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confidence level; this means that if you asked 100 people in the population, 95 of them
would give a similar response to the finding reported.

Insufficient sample sizes (i.e. less than 50 respondents) were achieved for some
demographic groups for some metrics. Where this is the case, no data have been reported.
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Section 2

Summary of findings

This report covers many aspects of the consumer experience. The following is a summary of
the key themes and highlights from this year’s research.

e Take-up trends are mainly positive, with the exception of a fall in landline ownership:

(0]

(0]

(0]

take-up of internet and mobile phones has stabilised;
there has been an increase in the take-up of broadband across all groups;

and an increase in the take-up of digital TV - older age groups (65-74 and 75+)
driving at least some of this increase;

the divide in digital TV ownership is closing between the highest and the lowest
income groups’;

use of bundled services remains stable, but there has been an increase in triple-
play bundles; and

ownership of fixed lines continues to decline, leading to higher proportion of
mobile-only homes.

o Consumer awareness of choices varies by market; for many, the internet is now the
most trusted source of information:

(0]

There has been an increase in (prompted) awareness of fixed-line suppliers —
although this remains lowest among older consumers;

over 90% recognise multiple broadband suppliers when prompted, and over half
spontaneously recalled two or more multichannel TV providers; and

the internet is now the most trusted source of information for consumers about
developments in communications markets.

e There has been a decline in satisfaction with broadband speeds, and increased
levels of concern about service:

(0]

between 3% and 10% of consumers are dissatisfied across the communications
markets — the highest dissatisfaction for broadband and the lowest for mobile;

almost a fifth of broadband customers are dissatisfied with their speeds;
a gquarter said they had experienced slower speeds than they had expected; and

concerns about the internet in general are in decline, but concerns about service
have increased.

e There has been continued downward pressure on prices:

(0]

the average price spent per minute on mobile is falling as more minutes are
included in tariff plans, although overall household spend is rising as mobile use
increases;

UK prices continue to compare favourably against international markets for fixed
voice, mobile and broadband — the UK reports the lowest mobile prices across
the countries compared, and the second lowest prices for broadband; and
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UK prices for TV services are among the highest of the countries compared —
driven partly by higher prices for premium TV services than in France, Germany
and ltaly.

More consumers are engaged in communications than previously:

(0]

there has been an increase in the proportion of ‘engaged’ consumers in each of
the communications markets — driven partly by increased switching behaviour in
both the broadband and bundled markets; and

satisfaction is generally lower among ‘engaged’ consumers —arguably the least
vulnerable segment of the population.

Consumers with learning disabilities are positive about the benefits that mobile
telephony has brought, but would like some changes:

(0]

mobile phones have brought a degree of independence to consumers with
learning disabilities — providing security and reassurance;

most use pre-pay phones and have problems with the top-up process — a similar
issue was raised by consumers with visual impairments; and

many are unaware of specific functions which could improve/ease their use of
communications services, and rely on others for advice.

People with visual impairments tend to have similar attitudes and behaviour to the
general population — higher internet cost is limiting take-up among these consumers:

(0]

there are indications of a decline in use of fixed-line phones, consistent with
general trends. Many prefer to use their mobile phone for calls and texts;

handset functionality may play a greater role in network choice for these
consumers, particularly for those who require speech recognition software; and

affordability is a key barrier to internet ownership — for many, costs are increased
by their requirement for specialist software. There are indications that software
trials may encourage ownership.

Ofcom is seeing improvement in a number of areas of consumer complaints, while
other issues continue to cause concern:

(0]

(0]

there has been a decline in the volume of complaints about broadband migration;

broadband service speeds continue to be unsatisfactory for many, and a key
concern for others;

silent calls are becoming an increasing concern for consumers; and

complaints about mobile mis-selling continue to decline, but there are relatively
high levels of complaints about fixed-line mis-selling.
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Section 3

Overview of consumer participation

Introduction

Ofcom measures the extent to which consumers participate in each of the communications
markets; this informs the consumer empowerment section of this report.

Analysis this year has identified key differences between consumer segments, in both
behaviour and attitudes. Therefore, this report analyses additional metrics from the
Consumer Choices and Consumer Empowerment sections, including awareness of
suppliers, dissatisfaction and the ease of making cost comparisons.

This section of the report provides a broad understanding of each segment, by market, and
highlights any demographic differences.

3.1  Participation in communications markets

Participation in communications markets is measured by looking at a wide range of ways in
which consumers can participate in the market, including switching suppliers; negotiating
with current suppliers; staying informed; and being aware of changes in the markets.
Measuring participation in communications markets

The metric is created using measures of past and present participation behaviour.

Past behaviour — whether consumers have switched or considered switching, whether they
have made a change to an existing contract — e.g. negotiated a better deal with their current

supplier

Present behaviour — whether they keep informed about developments, or ‘keep an eye out’
for better deals on the market

Consumer segments:

1. Inactive consumers - consumers may have had some past involvement, but have
low interest in the market. This group does not keep up to date with the market.

2. Passive consumers — more likely than inactive consumers to have participated in
the past, and indicate some current interest in the market.

3. Interested consumers — while broadly similar to passive consumers in terms of
their past behaviour, they are more likely to keep an eye on the market, looking out for better
deals.

4. Engaged consumers — the most active group in terms of past behaviour and
current interest.



The Consumer Experience

3.1.1 Overall participation in communications markets

Figure 1: Participation segments
m Engaged
M Interested
- 1 & Passive
M Inactive

Fixed Mobile Broadband Multichannel TV Bundled service

100%

80%

60%

40%

20%

28

0%

Base: All adults 15+ who are the decision maker for each service; fixed line, service not in a bundle (2008, 948), mobile,
service not in a bundle (2008, 1270), broadband, service not in a bundle (2008, 460), multichannel TV, service not in a bundle
(2008, 896), bundled services (2008, 534)

Source: Ofcom decision making survey, July 2008

Figure 1 shows that there are both strong similarities and differences in levels of participation
across the various communications markets. Participation levels in the fixed and mobile
markets are similar, with a third ‘interested’, around a quarter ‘engaged’ and a similar
proportion ‘inactive’.

Each of the other markets has fairly distinct participation profiles. In the broadband market
there is a higher level of engagement than in the telecoms markets, and fewer ‘passive’
consumers than in both telecoms markets.

The bundled services market demonstrates the highest levels of engagement and the lowest
proportion of ‘inactive’ consumers.

Multichannel TV has the lowest levels of engagement - just over one in ten are engaged in
the market, although nearly two in five are interested. Comparing the overall scores, the
multichannel TV market is the least participatory, which is perhaps unsurprising, as there are
fewer supplier choices than in the telecoms and internet markets.

3.1.2 Demographic differences between participation segments

Figure 2: Demographic differences between participation segments in the fixed-line
market

100%
m Engaged
80%
60% M Interested
40% ;
15

Passive

. 24 . 25 M Inactive

C1 DE

20%

0%
Total 25-44

N

5-6

B

Base: All fixed-line decision makers, service not in a bundle (948). Base for 15-24 year olds too small to analyse
Source: Ofcom decision making survey, July 2008
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There are few significant demographic variations between levels of participation in the fixed-
line market, with the exception of those who are ‘engaged’. Consumers aged over 65 are
less engaged in the fixed-line market than are other age groups (15%) but more ‘interested’
(as opposed to being ‘inactive’ or ‘passive’) in this market. Consumers in the C2 socio-
economic group are more ‘engaged’ than average (34%).

Figure 3: Demographic differences between participation segments in the mobile

market
100%
m Engaged
80%
60% % M Interested
40% 15 13 " 13 Passive
47
20%
° I I I
0%
5-24*  25-44

Total 45-64 AB

M Inactive

* Small base size treat as indicative only
Base: All mobile phone decision makers, service not in a bundle (1270)
Source: Ofcom decision making survey, July 2008

Similarly, there were few differences by demographic group in the mobile market. Older
consumers (65+) were significantly more ‘inactive’ than any other demographic group.
Higher-spending consumers were more likely to be participating in this market.

Figure 4: Demographic differences between participation segments in the broadband

market

100%
m Engaged

80%
60% M Interested
40% Passive

20 17 i 18
8
20%
0%
Total 45-64 65+* AB

* Small base size; treat as indicative only
Base: All broadband decision makers, service not in a bundle (460)
Source: Ofcom decision making survey, July 2008

In the broadband market, younger consumers (25-44 year olds) were more likely to be
‘engaged’ than the average, and than other age groups. However, over half (58%) of
consumers aged 65+ were either ‘interested’ or ‘engaged’ in the broadband market.

Consumers in the AB socio-economic groups were the most ‘interested’ group, but there
were indications that C2 groups were the most ‘engaged’.
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Figure 5: Demographic differences between participation segments in the

multichannel TV market

Base: All multichannel TV decision makers, service not in a bundle (896)
Source: Ofcom decision making survey, July 2008
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All demographic groups had a lower level of ‘engagement’ in the multichannel TV market
than in other services. Consumers aged 65+ were most likely to be ‘inactive’ in this market.

Figure 6: Demographic differences between participation segments in the bundled

services market

* Small base size; treat as indicative only
Base: All bundled services decision makers (534)
Source: Ofcom decision making survey, July 2008
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There were few differences by demographic group in levels of participation in the bundled
market, with the exception of higher engagement among C1s and consumers aged 25-44.
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Section 4

Consumer access and take-up

Introduction

This section of the report highlights the availability of communications services across the
UK. It also reports trends in take-up of communications services and consumers’ reasons for
or against taking up specific services.

Analysis shows that there are two reasons for not taking up services: ‘voluntary’ reasons (a
positive decision taken by the consumer not to own a certain technology) or ‘involuntary’
(where the consumer is prevented from owning the technology by a factor such as
affordability).

Consumer access and take-up metrics

The table below lists the metrics. The numbers shown in this section are at an overall UK
level, based on the percentage of all adults/households.

We have analysed the key findings in this report by a number of demographic groups, to
highlight whether any specific consumer groups are more likely to be excluded than others.
These groups are: age, income and socio-economic group. Wherever possible, the results
are shown over time. Sub-group differences are only noted when they are significantly
different from the total sample.

National comparisons are shown but it should be noted that different time periods are being
compared and methodological changes mean that any trends should be viewed as indicative
only. The survey providing the national comparison was conducted in January-February
2008, while all other UK and demographic take-up data were collected in April-May (Q2)

2008.

4.1

41.1
4.1.2
4.1.3
41.4
415
4.1.6

4.2

42.1
4.2.2
4.2.3
424
425

10

Consumer access and take-up - metric 1: availability of

COMMUNICALIONS SEIVICES ..uuuuuuiiiiiiuiiiiiiiiiiiiiiiiniierainnnaaaraaeaeaesaeeneaenansnnannnnnnes 12
Overall availability of communications services — UK ..........cccccccvviiieee, 12
Availability Of [aNAIINES ...... .. 12
Availability Of MODIlE..........ooei e 12
Availability Of INTEINEL ... e 13
Availability of digital telEVISION .........cciiiiiiiiiiiii e 14
Availability of digital radio..........cccooeiiiiiii e 14
Consumer access and take-up - metric 2: take-up of

COMMUNICATIONS SEIVICES ...ciiiiiiiiiiie e ettt e e e e e e e eeennn s 15
Take-up of fixed lines — international CoOmMpPAariSONS ...............evvvvvvveeevreerirerineieee. 15
Take-up of fiXed INES - UK ......uiiiiiiiiiii s 16
Voice over internet ProtoCol (VOIP) ........eeiiiiiiiiiiiiiiiiiiiiiiieiiiiiiieieeee e 17
Profile of consumers who have taken up fixed-line services............cccccvvieiiineiennnns 17
Take-up of mobile services — international ComMpPAariSONS .............ceeeeiriiiiiiiiiieieeeennnns 19



4.2.6

4.2.7

4.2.8

4.2.9

4.2.10
4211
4212
4.2.13
4.2.14
4.2.15
4.2.16
4.2.17
4.2.18
4.2.19
4.2.20
42.21
4.2.22
4.2.23
4.2.24
4.2.25
4.2.26
4.2.27

4.3

431
4.3.2
4.3.3
43.4

4.4

441
4.4.2

4.5

451
45.2
45.3
454

The Consumer Experience

Take-up of Mobile SErVICES - UK ........oiiiiiiiiiiiiiiiieiiieiiiiiieeee e erennneenneenneannes 20
Profile of those who personally use mobile ServiCes..........cccccoviiiiiiiiiiieeiiiiee, 20
Trend in use of MODIle PACKAGES .......c.uuiiiiiiiiiiiiiiiiiiiiiie i 21
Profile of users of pre-pay Packages. ......cccccoeeeieeeiiie e 22
Profile of users of CONtract PACKAGES ..........uvuviiiiiieiiiiiiie e 23
Profile of users of mobile-only telephony ..., 24
Take-up of fixed-line and Mobile SErVICES.........occcviiiiiiiii e, 25
Take-up Of INtEIMET SEIVICES .. ..uuviiiiiiiiiiiiiiiiiiiiii e 25
Profile Of OWNEIS Of PCS.. . 26
Take-up of internet access at NOME..........ovuiiii i 28
Profile of consumers who have taken up internet Services ..........ccocceeeeeeeeeie e, 28
Trends in internet cCoNNECtioN MEtNOAS ..........evviviiiiiiiiiiiiiiiiiiieei e 30
Take-up of broadband — international COmMpPAariSONS.............oocciiiiiiiiieeniieeeeeenn 30
Profile of consumers who have taken up broadband connections - UK.................... 31
Awareness of broadband SUDSCIPLION tYPE .....oevvieiiiiiiiiiiiieeee e 32
Profile of consumers with a dial-up internet conNection..............cccccvvvevieeeiiiiiciinnnee. 33
Use of internet ServiCes anyWhEIE .........uuiiiiiiiiiiiics e et e e e e e e e eeaenns 34
Take-up of digital television by platform — international comparisons....................... 35
Take-up of digital TV services, by platform - UK..........cccooiiiiiiiiiieeen 36
Profile of owners of digital TV SEIVICES ......ccoiiiiiiiiiiiii e 36
Take-up of digital radio SEIVICES ...........ueuiriiiiiiiiiiiiii - 40
Take-up of BUNAIEA SEIVICES .....coiiiiiiiii s 40

Consumer access and take-up - metric 3: non-ownership of

COMMUNICATIONS SEIVICES ..uuuuuiiiiiiiiiiiiiiiiiiiiitiiiiabibb bbb annnee 43
Non-ownership of COMMUNICAtIONS SEIVICES .....ccoiieii i 43
Intention of taking up COMMUNICAtIONS SEIVICES........uciiiiieiiieiiiiiie e e ee et eeeeeenns 44
Voluntary non-ownership of communications SErViCeS .........ccccevvuurruuurinininiinininnnnnns 44
Involuntary non-ownership of communications ServiCes..........coovveevieeieeeeieceeee e, 46

Consumer access and take-up - metric 4: degree of difficulty in

USING tECNNOIOQY coeiiiiiiiiiieieee e a7
Overall difficulty using teChNOIOQY ........ccoiiiiie e a7
Profile of those who experience difficulties when using technology.................coe.... 48
Additional insights among MiNority groups ... 49
L0701 0151010 =T ESR= To 1T I T 49
People with @ visual IMPairmMeNnt.........ccoooeiiieiiie e 49
People with a learning diSability .........cccoooiioiiio e 50
EthNiC MINOKItY QIrOUPS....coiiieiiiiii e e e e e e e e e e e e e e e e e e e e e e eeannns 51

11



The Consumer Experience

4.1 Consumer access and take-up - metric 1: availability of communications
services

This first metric shows the availability of each service across the UK. Time series data for
fixed lines, internet (including broadband), digital television and digital radio are shown in
Figure 7 below.

4.1.1 Overall availability of communications services — UK

Figure 7: Availability of communications services

W 2006 2007 | 2008
100% 100 100 100 99 98
90% >0
80%
70%
60%
50%
40%
30%
20%
Landline Mobile 2G (1 Internet Broadband Digital TV Digital Radio (at
operator) least 1

multiplex)

*90% is BBC's and Digital One's targets for coverage by the end of the summer 2007
Source: Ofcom

Overall availability of communications services has not changed over the past two years.
Most households in the UK now have access to the key broadcasting and telephony
services, with at least nine in ten consumers covered by fixed lines, mobile, internet and
digital broadcasting (Figure 7).

4.1.2 Availability of landlines
Fixed-line services continue to be universally available across the UK.

The Universal Service Obligation (USO) is currently provided by BT and Kingston
Communications in Hull. All households in the UK must be able to have access to a fixed
line at a standard charge, although additional connection charges apply when a household is
so remote that installation would cost the supplier over £3,400 to provide the line.

4.1.3 Availability of mobile

Mobile availability data, presented in Figure 8, is hot comparable with previous data due to
methodological differences. Both second generation (2G) and third generation (3G) mobile
services continue to be available to the majority of the population in the UK.

For a mobile network to be included in the data as having 2G coverage, its network footprint
had to cover at least 75% of the postcode area’. In effect this means that within some
postcodes there are areas which are not served by some or all of the networks. The issue of

! Methodology changed in 2008, so data are not comparable with 2007 data.

12
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so called ‘not-spots’ will be discussed further in Ofcom’s Communications Market Report:
Nations and Regions 2009.

Figure 8: Availability of mobile

m 2008
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100
90 90

90%
80%
70% 60
60%
50%
40%
30%
20%
10%

0%

Mobile 2G (4 operators) Mobile 2G (1 operator) Mobile 3G (4+ operators) Mobile 3G (1 operator)

Source: Ofcom

Figure 8 shows that 2G mobile services are available to the entire population - all residents
live within a postal code that has coverage by at least one 2G operator, and 90% live within
a postal code that has coverage from four or more operators. While over nine in ten
postcode districts are covered by at least one 3G operator, six in ten are covered by four or
more.

4.1.4 Availability of internet

Consumers have an increased choice of broadband service providers. The combination of
local loop unbundling (LLU), cable operators, the wireless broadband market and the ability
to bundle services together give consumers a wide choice of broadband products and
access platforms.

Figure 9: Availability of broadband internet

W 2006 w2007 W 2008
99 99 99

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Cable (households) ADSL (premises) LLU (premises)

Source: Ofcom/operators
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Availability of unbundled local loop lines has grown from 44% in 2006 to 80% in 2008. Cable
and ADSL availability remain unchanged at 49% and 99%. However, ADSL availability to
individual households may be limited by local factors (such as distance from the exchange
and the quality of local network technicalities).

4.1.5 Availability of digital television

Figure 10: Availability of digital television

W 2007 2008

100% % 98 9% 98
90%
80% 7373
70%
60%
50% a5 A
40%
30%
20%
10%
0%

Total Digital Terrestrial Digital Satellite Digital Cable

Source: Ofcom

Availability of digital television has not changed over the last few years, with 98% of
households across the UK having access. However, some households may not have access
to satellite services, due to specific local factors or housing agreements. The reach of digital
terrestrial (73% of households) is the maximum possible until digital switchover enables
digital signals to be broadcast more widely across the UK. Digital cable availability is now
around 47% of UK homes.

4.1.6 Availability of digital radio

Figure 11: Availability of DAB digital radio

W 2006 2007 W 2008

89 90 90

Digital Radio (at least 1 multiplex)

100%
90%
80%
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60%
50%
40%
30%
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Source: BBC and Digital One

14



The Consumer Experience

Nine in ten consumers can get digital radio reception, whether via devices such as DAB
radio, mobile phone, internet, digital TV or MP3 player. These data are based on predictive
coverage of the two DAB networks operated by the BBC and Digital One.

4.2 Consumer access and take-up - metric 2: take-up of communications
services

This metric identifies the extent to which consumers have communications services available
in their household. It also looks at take-up figures over time, consumers’ demographic
profiles and international comparisons.

The following sub-sections compare take-up of the individual communications services at an
international level, and then in more detail within the UK.

4.2.1 Take-up of fixed lines — international comparisons

Figure 12 compares the number of fixed lines per 100 population in the UK with levels in
other countries, over time.

Figure 12: Take-up of fixed lines — international comparisons

80% H 2002 2007
5
2 70% 6566 -
§ 60%
3 50 52
8 50% i
g 40% 32
2 30% 27
K]
S 20%
c
S 10%

0%

GER SWE CAN UK USA IRL FRA ESP ITA NED POL

Source: Ofcom / national regulators 2006. Base: total population

The UK had one of the highest take-up rates of fixed-line services in Europe in 2007, at over
60 fixed lines per 100, with only Germany and Sweden higher. In all three countries fixed-
line use has been the main form of telephony for both residential and business users due to
wide availability and affordable pricing. In contrast, less extensive availability (with a fixed-
line voice network available to just 80% of the population) and low gross domestic product
(GDP) have constrained take-up in Poland, with fewer than one in three of the population
connected to a fixed line.

In many countries fixed-line take-up is in decline, as mobile becomes a more popular form of
telephony.

Increasing use of retail Voice over Internet Protocol (VolP) services is also having an impact
on fixed-line penetration in some countries; in the Netherlands a decline of 1.4 million
connections during 2007 was largely due to consumers switching to broadband services
over naked DSL and cable.

15
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4.2.2 Take-up of fixed lines - UK

The following charts illustrate the trend in take-up of fixed-line phones within the UK and
consumers’ changing use of suppliers.

Figure 13: Take-up of fixed lines, 2000-2008

100% 94% 93%  92% _93%  90% 89% 91%  goo

75%

50% —e—Fixed line
25%
0%

2000 2001 2002 2003 2004 2005 2006 2007 2008

Base’: All adults 15+. Data for 2000-2005 based on Q4, 2006-2008 based on Q2
Source: Ofcom communications tracking survey

Fixed-line take-up is in decline. The downward trend was first noted last year and has been
sustained, with a further decline in ownership to 87%. Consequently, the proportion of
homes with mobiles remains higher than the proportion with a fixed line, and more
consumers are relying solely on their mobile for their telecoms needs.

Figure 14: Penetration of fixed-line suppliers, 2000-2008

100%

LI%  T8% 9% | 79%  78% 74%

75% 65%  65% ——BT
61%

—=— Cable
50%

Other

25% %Wl%- 2004 = 2004 =—19% _19% 2 19% , 20%
159 —+12%  19%
oot 6% 9% 5o .40 6% .49 ’

0

2000 2001 2002 2003 2004 2005 2006 2007 2008

Base: All adults 15+
Source: Ofcom communications tracking survey, Q3 2000, Q2 2001-2003, Q1 2004, Q2 2005-2008°

Sixty-one per cent of respondents said that their household used BT for fixed-line services,
20% used cable, and 19% said they used other suppliers. Since 2005, when local loop
unbundling (LLU) operators began setting up competing fixed-line services to BT, cable and
Wholesale Line Rental (WLR) operators, use of other suppliers has increased - largely at the
expense of BT.

2 Base : (Q4 2000, 2133) (Q4 2001, 2159) (Q4 2002, 2138) (Q4 2003, 2150) (Q4 2004, 2131) (Q4
2005, 2214) (Q2 2006, 2439) (Q2 2007, 2265) (Q2 2008, 2109)

® (Q3 2000, 1885) (Q2 2001, 1935) (Q2 2002, 1935) (Q2 2003, 1939) (Q1 2004, 1988) (Q2 2005,
1966) (Q2 2006, 2234) (Q2 2007, 1329) (Q2 2008, 1845)
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For the first time, in Q2 2008, consumers were as likely to use an LLU or WLR operator as
they were to use cable (19% and 20% respectively). The range of suppliers consumers are
using illustrates the competitiveness of the fixed-line market.

4.2.3 Voice over internet protocol (VolP)

VoIP is an alternative to fixed-line voice communication. In some countries VoIP is already
having an impact on use of fixed voice telephony. In the UK, one in ten adults said they use
VolIP services, up from 6% in 2006.

Awareness of the ability to make voice calls over the internet is unchanged, at 58%.

Figure 15: Awareness and use of VoIP
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Source: Ofcom communications tracking survey

Adults aged 25-44 years, higher income earners (E30K+), and ABC1s continue to drive
awareness. Over-65s remain least likely to be aware of the service. Under-45s, those
earning £17.5K+ and ABC1s appear to be driving use of these services.

The three main VolP suppliers which consumers say they are using are: Skype (7%), MSN
Messenger (1%) and BT Home Hub (1%). The remainder say they are using various other
suppliers, each mentioned by less than 1% of respondents.

4.2.4 Profile of consumers who have taken up fixed-line services

Figure 16 below shows a demographic comparison of fixed-line ownership across the
nations of the UK. Full national and regional comparisons of ownership and use of
communications services can be found in Ofcom’s Communications Market Report: Nations
and Regions 2008 at http://www.ofcom.org.uk/research/cm/cmrnr08/.

It is important to note, when looking at nations’ time series data, that different time periods
are being compared and that methodologies are not directly comparable. Any changes
should be viewed as indicative only. The data are also taken from a different time period to
UK level data and are therefore not directly comparable.
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Figure 16: Profile of consumers who have taken up fixed-line services, by nation
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Take-up is broadly similar across the nations, except in Wales, where at 79%, fixed-line
penetration was significantly lower than in other nations, and appears to have fallen by 10
percentage points from 2006 (figure 16). While the survey error margins of 3-4%, in both the
2006 and 2008 surveys, mean that this figure should be treated with caution, it is clear that
take-up in Wales has decreased. This lower penetration in Wales does not indicate lower
access to telephony overall, but reflects a much higher proportion of consumers using only a
mobile phone.

Figure 17: Age and socio-economic profile of consumers who have taken up fixed-line
services
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Since 2006, most demographic groups have seen a fall in fixed-line ownership. The recent
decline appears to have been driven largely by 15-24 year olds, where fixed-line ownership
now stands at 72%, and those in the C1 socio-economic group, where penetration fell from
94% in 2007 to 89% in 2008.
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Figure 18: Income profile of consumers who have taken up fixed-line services
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There has been a significant fall in ownership of fixed-line phones among the lower income
groups (less than £17.5K), contributing to the overall decline in fixed-line ownership, while
take-up among the higher income groups has remained stable.

4.2.5 Take-up of mobile services — international comparisons

Figure 19 compares the number of mobiles per 100 population in the UK with levels in other
countries, over time.

Figure 19: Take-up of mobile services —international comparisons
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All countries have seen a rise in mobile ownership since 2002. In 2007, the UK had the third
highest level of mobile penetration per head, after Italy and Ireland. High levels of mobile
penetration are partially a result of multiple device ownership, but are also closely connected
to the uptake and availability of pre-pay SIM cards. For example, in Poland, Italy and the UK,
pre-pay accounts for the highest proportion of mobile connections and consumers may often
have more than one mobile connection active at any one time. In Italy consumers often buy
two or three pre-pay SIM cards from different operators and swap them in and out of their
handset (SIM swapping) to take advantage of the different promotions and tariffs available®.

* Reference : Informa Telecoms and Media, 28/01/2008
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4.2.6 Take-up of mobile services - UK
The following chart illustrates the trend in mobile ownership among UK households and UK

adults. ‘Household penetration’ means at least one mobile phone within a household, and is
compared to the proportion of adults who personally own and use a mobile at least monthly.

Figure 20: Take-up of mobile services 2000-2008
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Ninety-one per cent of households have access to at least one mobile phone, with homes
now more likely to have a mobile than a fixed line.

Mobile ownership remains stable, with 86% of adults owning a mobile phone that they use at
least once a month.

4.2.7 Profile of those who personally use mobile services

Figure 21, shows a breakdown of take-up of mobile services across the nations. It is
important to note that different time periods are being compared, regarding the nations’ time
series data.

There were no significant variations in mobile ownership across the nations.

Figure 21: Those who personally use mobile services, by nation
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S Base : (Q4 2000, 2133) (Q4 2001, 2159) (Q4 2002, 2138) (Q4 2003, 2150) (Q4 2004, 2131) (Q4
2005, 2214) (Q2 2006, 2439) (Q2 2007, 2265) (Q2 2008, 2109)
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Figure 22: Age and socio-economic profile of those who personally use mobile
services
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Personal use of mobile remains unchanged at 86% of adults. However, among adults aged
65-74 there has been significant growth in ownership, from 69% to 77%. Ownership among
adults aged 75+ stands at 42%; a nine percentage point rise over the past two years.

Take-up remains broadly stable across most other demographic groups — the apparent fall in
ownership among DE socio-economic groups and the lowest income bracket are not
significant.

Figure 23: Income profile of those who personally use mobile services
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4.2.8 Trend in use of mobile packages

Figure 24 illustrates the proportion of consumers using each of the mobile packages on
offer. The most recent introduction is SIM-only contract packages, which allow consumers to
purchase a SIM card for use in any handset capable of accessing the relevant network.
Consumers sign up to relatively short (from 1 month) rolling contracts.

These packages offer benefits particularly attractive to pre-pay customers. They provide

greater flexibility than ordinary contract packages, allowing consumers to retain some level
of control over their spending while potentially benefiting from the lower call charges

21



The Consumer Experience

associated with contract phones. We expect to see higher-spending pre-pay customers
switch to these packages as awareness increases.

Figure 24: Take-up of mobile packages
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The proportion of mobile customers opting for contract packages has gradually increased
since 2005, markedly so between 2007 and 2008; rising from 34% to 40% of mobile
customers. Data collected via an ad-hoc survey in August 2008 reported that around 13% of
mobile customers used a SIM-only contract®. Ofcom will continue to track use of SIM-only
packages alongside use of standard contract and pre-pay packages.

4.2.9 Profile of users of pre-pay packages

The following charts illustrate the changing profile of pre-pay users.

Figure 25: Age and socio-economic profile of pre-pay users
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Older consumers and those in C2 and DE socio-economic groups continue to be more likely
than younger consumers and AB or C1s to use pre-pay mobiles. The age group showing the
greatest decline in use of pre-pay packages are the 25-44 year olds, who for the first time
are more likely to use contract (52%) than pre-pay mobiles (47%). Consumers in socio-
economic group C1 are also significantly less likely to use pre-pay than they were last year.

® Survey conducted by Ipsos-MORI on behalf of Ofcom and Jigsaw research in relation to mobile
calling patterns during August 2008. Base: 878 mobile customers aged 15+
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Figure 26: Income profile of pre-pay users
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Use of pre-pay packages remains highest among lower income groups, while all income
groups have seen a decline in use over the past few years.

4.2.10 Profile of users of contract packages

Figure 27: Age and socio-economic profile of contract users
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Consistent with the decline in use of pre-pay, the growth in use of contract packages has
been driven by 25-44 year olds and those in socio-economic group C1. Consumers in socio-
economic group C1 are now as likely as AB social groups to use contract phones.
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Figure 28: Income profile of contract users
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Use of contract mobile phones increases among higher income groups. Consumers living in
households with an annual income in excess of £30K continue to be more likely to use
contract phones than pre-pay.

4.2.11 Profile of users of mobile-only telephony

The following chart illustrates the changing profile of adults who live in a household with
access to a mobile phone but no landline. The proportion of households using mobile
phones without owning a fixed line has increased significantly, to 12%.

Figure 29: Age and socio-economic profile of users of mobile-only telephony
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The profile of consumers who rely solely on a mobile phone in the household remains
broadly unchanged, but take-up among the demographic groups previously most likely to
use only a mobile phone has increased. A quarter of 15-24 year olds and a fifth of DE socio-
economic groups now live in a household with access only to a mobile phone.
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Figure 30: Income profile of users of mobile-only telephony
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Consumers living in households with an annual income of £11.5-£17.5K saw the largest
decline in use of landlines and subsequently the highest increase in sole reliance on mobile
telephony. Almost a quarter (24%) of the lowest income bracket (up to £11.5K) live in
households with access only to a mobile phone.

4.2.12 Take-up of fixed-line and mobile services

Figure 31: Take-up of fixed-line and mobile services
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As noted above, sole reliance on mobile phones for household communications needs has
risen to 12%. Subsequently, the proportion of households with both a fixed line and a mobile
has fallen to 79%. The fall in the proportion of landline-only homes, noted last year, has
been sustained.

4.2.13 Take-up of internet services
Take-up of the internet can be assessed on two levels. The first metric covers consumers
who access the internet at home, and the second measures the proportion of consumers

who access the internet in any location. While the internet can be accessed via various
platforms, the PC/laptop computer remains the most popular.
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Figure 32: Ownership of PCs or laptops in the home
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PC ownership (including laptops) in homes remains broadly stable at around seven in ten.
4.2.14 Profile of owners of PCs
Figure 33 below shows a comparison of PC ownership across the nations.

Figure 33: Nation profile of those who own a PC or laptop computer
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Ownership of PCs is highest in England and lowest in Wales. Ownership in Scotland and
Northern Ireland is broadly similar.
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Figure 34: Age and socio-economic profile of those who own a PC
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Overall, PC ownership has been relatively stable since 2006, suggesting that it may have
reached a plateau. If so, this is likely to limit any further growth in take-up of the internet at
home.

Figure 35: Income profile of those who own a PC
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PC ownership remains highest among the higher income groups. The rise in ownership
reported last year, among homes with an income of £11.5-£17.5K, has not been sustained
and ownership in this group remains at around 60%.
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4.2.15 Take-up of internet access at home

Figure 36: Take-up of the internet at home
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Following the significant increase in home internet ownership reported last year, take-up has
stabilised at just under two-thirds of homes.

4.2.16 Profile of consumers who have taken up internet services
Figure 37 below shows a comparison of internet take-up across the nations.

Figure 37: Nation profile of those who have internet access at home
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Internet ownership is highest in England and lowest in Wales. Around six in ten homes in
Scotland and Northern Ireland have access to the internet.

7 Base : (Q4 2000, 2133) (Q4 2001, 2159) (Q4 2002, 2138) (Q4 2003, 2150) (Q4 2004, 2131) (Q4
2005, 2214) (Q2 2006, 2439) (Q2 2007, 2265)
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Figure 38: Age and socio-economic profile of those who have internet access at home
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Unsurprisingly, since internet ownership has remained unchanged over the last year, there
has been little change in ownership by demographic group. Over-75s remain the least likely
group to have internet at home, and also the least likely to own a PC — just under a fifth of
this age group have access to a home PC.

Figure 39: Income profile of those who have internet access at home
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Consumers with a lower household income (less than £11.5K) continue to be less likely than
the general population to have the internet at home; again, consistent with the lower than
average PC ownership.
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4.2.17 Trends in internet connection methods

Figure 40: Trends in connection methods
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While internet ownership has remained unchanged, there has been continued movement
towards broadband among those already connected. Ninety-three per cent of main home
internet connections use broadband, with only 5% continuing to use dial-up as their main
internet connection method.

Around a third of broadband customers said they used a fixed wireless connection and
research conducted by GfK NOP in Q1 2008 found that 4% of adults aged 16+ were using
mobile broadband services. Most of those using mobile broadband said that this was in
addition to their fixed connection. Ofcom will be monitoring use of fixed wireless broadband
and mobile broadband over the coming months.

4.2.18 Take-up of broadband — international comparisons

Figure 41 compares the number of broadband connections per 100 households in the UK
with levels in other countries.

It should be noted that, because separate data for residential and business broadband

connections are not available for most countries, the numbers below include some business
connections (although the dedicated corporate access market is excluded).
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Figure 41: Take-up of broadband — international comparisons
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All the countries in this comparison have seen significant increases in broadband ownership
since 2002. However, the levels of broadband penetration across European countries vary
significantly, ranging from 81 connections per 100 households in the Netherlands to 27 in
Poland in 2007.

The UK had the third highest number of connections in Europe, per household, at 60, and is
broadly comparable with Sweden, USA and Japan and ahead of other large European
countries.

Wide availability of broadband services, combined with falling prices driven by local-loop
unbundled (LLU) services, has resulted in a substantial rise in UK penetration since 2002.

4.2.19 Profile of consumers who have taken up broadband connections - UK
The chart below shows a comparison of take-up of broadband services across the nations.

Figure 42: Nation profile of those who have broadband access at home
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Take-up of broadband at home has increased across all the nations, particularly England
and Scotland. With the exception of Wales, over half of all homes in the UK now have a
broadband connection.
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Figure 43: Age and socio-economic profile of those who have broadband access at
home
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Take-up of broadband has continued to increase, and 57% of adults now have broadband at
home; most demographic groups have seen a rise in broadband ownership over the last
year. Broadband ownership among over-75s stands at 13%, just over twice the level
reported in 2006.

Figure 44: Income profile of those who have broadband access at home
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The rise in broadband ownership has, at least in part, been driven by consumers with a
household income of £17.5 - £29.9K; rising 10 percentage points in the last year. Take-up
among those earning less than £11.5K is still significantly less than the average (28%) but
consistent with the lower level of internet ownership.

4.2.20 Awareness of broadband subscription type
It is important for consumers to be aware of some of the technical aspects of their internet

connections, such as speed, in order for them to make informed supplier and service
choices.
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Figure 45: Level of awareness of broadband connection speed
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The proportion of broadband customers unaware of their connection speeds has continued
to grow — 55% were unaware of their connection speed (actual speed). Awareness did not
increase dramatically on prompting, with 55% aware that their speed was either above or
below 512K.

This increased lack of awareness may, in part, be due to newer broadband customers being
less familiar with the technology. Press coverage about advertised maximum or headline
speeds differing from actual speeds may have increased the confusion.

More than half of all broadband customers were unaware of their providers’ advertised
headline speeds. There was not a great deal of demographic variation between those who
were aware of their internet speed and those who were not. But there was a tendency for
awareness to decrease with age — 78% of broadband customers aged 75+ were unaware of
their advertised speeds and 84% were unaware of the actual speeds they were receiving.

4.2.21 Profile of consumers with a dial-up internet connection

The proportion of consumers continuing to use dial-up internet has been in decline; only 5%
of UK adults continue to use this connection method. The following charts provide some
demographic information on these consumers and their reasons for not switching to
broadband.

Figure 46: Age and socio-economic profile of those who have dial-up internet access
at home
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Older internet customers are the most likely to still be using dial-up for their main home
internet connection. Almost a third (31%) said they were likely to upgrade to broadband in
the next 12 months. The main reasons given by the remainder for being unlikely to upgrade
were: “satisfaction with current connection”, “too expensive” and “don’t use the internet
enough”; each of these was mentioned by a third of dial-up customers who said they were

unlikely to upgrade.

There are indications that broadband customers spend more each month on their service
compared to dial-up customers. Self-reported spend data suggest that broadband customers
spend around £18 each month compared to £13 among the small sample of dial-up
customers®. This indicates that some dial-up customers are paying more for their internet
service than some basic broadband services cost.

4.2.22 Use of internet services anywhere

The second method of assessing internet access is to look at the proportion of adults who
access the internet in any location.

Figure 47: Use of the internet in any location
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Use of the internet, in any location, has remained unchanged over the last year. Seventy-
one per cent of adults access the internet either at home or elsewhere. Interestingly, 3% of
adults with internet access at home do not use it — 1% had children living at home while 2%
did not. There were indications that adults aged 35-54 and those with a household income of
£11.5-£17.5K are the most likely to have internet access at home but not use it. Overall use
of the internet among these particular demographic groups is, however, broadly similar to
the UK average, suggesting that while they do not use the internet at home, they do access
it elsewhere.

8 Data from Ofcom’s communications tracking survey, Q3 2008 among 944 broadband customers and
55 dial-up customers
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Figure 48: Use of internet anywhere, by age and socio-economic group
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As there has been no change in the proportion of adults accessing the internet, it is
unsurprising that the demographic profile of internet ‘users’ also remains broadly similar.
Over-65s and DEs have a lower level of use than the average population.

Figure 49: Use of internet anywhere, by income
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Consumers earning less than £11.5K are less likely than other income groups to use the
internet anywhere.

4.2.23 Take-up of digital television by platform — international comparisons

Figure 50: Take-up of digital television — international comparisons

100%
14
30
80% 4 44 . 44 39 38
S0 68 67 Analogue
0
40% M Digital
56 53
20% l
32
0%

UK FRA GER ITA USA CAN JPN POL ESP NED SWE IR

Source: Ofcom / national regulators 2007. Base: total population
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Household penetration of digital TV is higher in the UK than in all other countries compared,
as shown in Figure 50 above.

Figure 51: Take-up of digital television: international comparisons, by platform
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Looking at individual platforms, the UK has the highest take-up of digital terrestrial services,
the second highest take-up of digital satellite (after Republic of Ireland) along with Japan.

4.2.24 Take-up of digital TV services, by platform - UK

Figure 52: Take-up of digital TV services, by platform
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Source: Ofcom Digital Television Update, figures rounded up to whole %.

Figure 52 illustrates the continued growth of digital TV take-up, which rose from 83% in Q2
2007 to 88% in Q2 2008. Take-up has increased consistently year on year since 2003. This
rise has been driven by the continued increase in digital terrestrial (Freeview) and a small
increase in satellite ownership during the same period.

4.2.25 Profile of owners of digital TV services
Figure 52 shows household data provided by industry. It is not possible to derive
demographic information from these data and, therefore, consumer data is used in the

following figures. Penetration figures differs between the two data sources as one is by
subscription (industry figures) and the other is claimed (survey figures).
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Figure 53: Multiplatform ownership, by nation
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Take-up of satellite-only services is highest in Wales and Northern Ireland. The relatively
high penetration of satellite in Wales may be due in part to the geography, which affects
Freeview and cable coverage. Northern Ireland is the nation where households are most
likely to have analogue terrestrial channels only (24%).

Figure 54: Trend in multichannel platform ownership, by age
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As noted in Figure 54, Freeview and satellite television services are now used by equal
proportions (38% and 39% respectively). The rise in satellite ownership has been driven by
15-24 and 45-74 age groups, while Freeview has risen significantly among the two older age
groups.

While satellite is most common among 15-44 year olds, Freeview take-up is higher than

average among 65-74 year olds (46%). The 75+ age group remains the least likely to have
any digital TV platform, with 42% owning only analogue terrestrial TV.
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Figure 55: Trend in multichannel platform ownership, by socio-economic group

100% - W Analogue terrestial

= 25 only (Channels 1-4/5)

80% 7 12 12 12 0 14 = 8 " Cable Only
o M Cable and Freeview
60%
 Freeview only
0, 10
40% s 7 5 3 5 m Satellite and
Freeview
20% 20 32 30 34 31 0 22 37 o - Satellite only
0% | | | | | | | | | ] I . ®ENoTV
2007 2008 2007 2008 2007 2008 2007 2008 2007 2008
Total AB C1 c2 DE

Base: All adults 15+ (Q2 2008, 2109)

Source: Ofcom communications tracking survey

There were few differences in platform ownership by socio-economic group. C2DE groups
were more likely than ABC1s to own only analogue terrestrial TV.

The groups driving the rise in use of satellite services were the AB and C2 socio-economic

groups.

Figure 56: Trend in multichannel platform ownership, by income
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A fifth of adults with an annual household income of up to £11.5K have access only to
analogue terrestrial TV, although this represents a fall from 30% in 2007, driven by
increased ownership of Freeview and satellite services among this income group.

Penetration of both these platforms has increased across most income groups. There has
been a significant increase in ownership of Freeview-only services among households with
an annual income of up to £11.5K (up from 34% in 2007), and those with an annual income
of between £17.5K and £29.9K (up from 30% in 2007).

Adults living in households with £30K+ income are now more likely than they were last year

to take Freeview as well as satellite services — 13% compared to 7% in 2007 - while satellite
penetration among this income group remains broadly unchanged.
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Figure 57: Age and socio-economic profile of digital TV owners
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Take-up of digital TV platforms in general has continued to increase significantly in the last
12 months among all demographic groups, particularly among DE socio-economic groups,
with a 10 percentage point increase on 2007, which is higher than the national growth over
the same period.

Figure 58: Income profile of digital TV owners

90 gg N
85 84 82 a1 83
- 77 76 76 W Q2 2005
70 69
64 66 64
56 = Q2 2006
48
m Q2 2007
= Q2 2008

Total Upto £11.5 £11.5-£17.5K £17.5-£29.9K £30K+

100%

80%

60%

40%

20%

0%

Base: All adults 15+ (Q2 2005, 2206) (Q2 2006, 2439) (Q2 2007, 2265) (Q2 2008, 2109)
Source: Ofcom communications tracking survey

The lowest income bracket has seen the largest rise in ownership of digital TV services — up
11 percentage points on last year. More than three-quarters of homes with an annual income
of less than £11.5K now have digital TV. This growth has helped to close the digital divide
between the two extreme income groups; from 22 percentage points in 2005 to 14 in 2008.
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4.2.26 Take-up of digital radio services

Figure 59: Take-up of digital radio services
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Take-up of digital services that can deliver digital radio (i.e. digital TV and internet) has
continued to increase, with a three percentage point rise since last year. However, the
proportion of consumers aware that they have access to digital radio services at home has
remained unchanged at 39%. This highlights the continued lack of awareness among
consumers of ways of accessing digital radio.

4.2.27 Take-up of bundled services

Since 2005 and the start of LLU, there has been an increase in the number of ‘bundles’ or
packages of communications services offered to consumers. This was particularly evident
throughout 2006 with the launch of bundled offers, particularly in the areas of fixed line and
broadband, offering discounts for taking up two services together.

Figure 60 illustrates the trend in ‘simple’ bundled purchasing® — whereby a consumer
purchases more than one service from a single supplier, which may or may not include a
discount. The latest data, new to this report, show the proportion of ‘discounted/tied’
bundles™.

Figure 60: Percentage of consumers buying bundled services
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° ‘Simple’ bundle is where consumers purchase more than one service from a single supplier.
19 piscounted/tied’ bundle is where one service or product is tied to the supply of others through the
use of discounts.
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Base: All adults (Q1 2005, 2217) (Q3 2005, 2220) (Q1 2006, 2214) (Q3 2006, 2166) (Q1 2007, 2311) (Q1 2008, 5812)
Source: Ofcom communications tracking survey

There was little change in take-up of bundles until Q1 2006, but by Q3 that year take-up had
increased significantly. This trend continued in 2007, with two in five consumers purchasing
at least two of their communications services from a single supplier, but it has subsequently
stabilised.

In Q1 2008 a quarter of adults purchased a ‘discounted/tied’ bundle, 6% had a ‘simple’
bundle, and the remainder (9%) were uncertain whether or not they received a discount with
their bundle.

Figure 61: Trends in purchasing multiple communications services from a single
supplier
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While, at an overall level, use of bundled services has remained unchanged during the last
year, there have been shifts in the proportion purchasing different types of packages. Having
the same supplier for fixed-line and broadband services is still the most common bundled
package (43%). However, the triple play offer of fixed line, broadband and multichannel TV
has increased significantly by 14 percentage points (18% in 2007 to 32% in 2008), making it
the second most popular bundled package. This appears to have largely been a
consequence of consumers switching from dial-up to broadband and choosing to use either
their current or a new multichannel TV provider for landline, broadband and TV.

Figure 62: Types of discounted bundled packages
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The most common ‘discounted’ bundle is landline and broadband (40%) although almost as
many consumers are bundling these two services together with their multichannel TV
services (36%).

Figures 63 and 64 are based on consumers with a ‘simple’ bundle, as the proportion with a
discount is too small to allow meaningful demographic analysis.

Figure 63: Age and socio-economic profile of owners of bundled communications
services
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Half of all consumers aged 25-44 purchase at least two of their communications services
from a single supplier. While bundled purchasing appears to have fallen among most age
groups, this group has sustained the overall level of bundling, at 40%, with an individual
increase of 6 percentage points.

Over-75s remain the least likely group to purchase bundles of services, although this age
group is also the least likely to own broadband and multichannel TV — the two services
driving bundled purchasing.

Figure 64: Income profile of owners of bundled communications services
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Higher income groups remain the most likely group to purchase bundles, which is probably
due to the higher levels of ownership of multiple communications services among these
groups. The only income group in which bundled purchasing rose was the group earning up
to £11.5K.
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4.3 Consumer access and take-up - metric 3: non-ownership of
communications services

Understanding non-ownership and the reasons for it tells us whether there are any issues
that need to be addressed to enable consumers to access communications services.

There are many possible reasons for not owning a particular communications service, and
these generally fall into one of two categories; voluntary and involuntary. Voluntary non-
ownership is where potential consumers do without services because they perceive they do
not need them, or because they are satisfied with alternative services. Involuntary non-
ownership is where potential consumers do without services but not through choice; this is
mainly due to affordability. See Annex 2 for a full demographic profile of voluntary and
involuntary reasons for not owning specific communications services.

The following figures show non-ownership of communications services in general, before
looking specifically at voluntary and involuntary reasons.

4.3.1 Non-ownership of communications services

Figure 65: Non-ownership of communications services
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Non-ownership of fixed lines, mobiles and the internet remains stable at 13%, 17% and 35%
respectively. Just over two-fifths (42%) of adults do not have broadband and 15% do not
have digital TV**,

1 A minority of adults were unsure if they had digital TV and/or broadband (between 1%-2%) these
respondents have been classified as non-owners
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Figure 66: Access to mobile services among those who do not have access to a fixed
line
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The majority of consumers living in a household without access to a fixed line personally use
a mobile phone (85%), and 94% have access to a mobile in their household.

4.3.2 Intention of taking up communications services

Figure 67: Do not intend to take up services in the next 12 months
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At least half of those without each service said they were unlikely to take it up. However, for
internet and digital TV, fewer consumers said they were unlikely to take up these services
than previously. This is largely driven by the increased take-up of these services, highlighting
the fact that stated intentions do not always reflect actual behaviour.

4.3.3 Voluntary non-ownership of communications services

This section assesses the numbers, and profiles, of consumers who do not own various
communications devices for voluntary reasons.

Voluntary non-ownership is where potential consumers have not taken up services, primarily
due to their perceived lack of need for a service, or their satisfaction with alternative
services. Where both voluntary and involuntary reasons were stated, involuntary non-
ownership is reported. This assumes that involuntary reasons take precedence over
voluntary reasons (which is not always the case). It should also be noted that some
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consumers may give ‘voluntary’ non-ownership reasons because they do not wish to
disclose financial/affordability issues to the researcher.

Figure 68: Voluntary (only) non-ownership of communications services
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The percentage of consumers who have not taken up fixed-line or mobile services for
voluntary reasons has remained broadly stable between 2007 and 2008. Voluntary reasons
for not subscribing to digital TV have decreased from 10% in Q1 2007 to 2% in Q1 2008.
This decrease will have been influenced by the overall increase in take-up of digital TV in the
population as a whole.

Across all communications services, a lack of perceived need and satisfaction with
alternative services were the main voluntary reasons for not taking up services.

“No need for a fixed line” and “happy to use a mobile phone instead” remain the two core
voluntary reasons for not owning a fixed line. Similarly, the main reasons for not owning a
mobile are a lack of perceived need and being happy to use a fixed line instead.

Lack of need was also the main voluntary mention for not having internet access, while
among dial-up users reasons for not getting broadband were split equally between
satisfaction with the current connection, expense, and not using the internet enough.

“No need” and “happy with existing services” were the two main voluntary reasons given for
not owning access to digital television services.
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Profile of those who have not taken up communications services for voluntary
reasons

There are a number of demographic variations across different communications services.

Fixed line: While there has been little change over time, voluntary reasons for not owning a
fixed line are highest among 25-34 year olds, C1 socio-economic group and those earning
less than £17.5K.

Mobile phones: Voluntary reasons tend to increase with age, and are significantly higher
among over-75s than others. They are also higher among ABs and DEs, and those earning
less than £17.5K.

Internet: Voluntary non-ownership is highest among over-65s, those earning less than
£11.5K, and consumers in the DE socio-economic group.

Broadband: Among home internet users, voluntary reasons for not having broadband is
highest among over-65s.

Digital TV: Non-ownership for voluntary reasons is significantly higher for over-75s and
consumers earning less than £17.5K.

See Annex 2 for a full demographic profile of voluntary and involuntary reasons for not
owning specific communications services.

4.3.4 Involuntary non-ownership of communications services

Involuntary non-ownership is where potential consumers have not taken up a service but not
through choice. Involuntary non-ownership is primarily due to affordability. Relatively few
consumers gave reasons which were both voluntary and involuntary; these responses have
been reported under ‘involuntary’ non-ownership.

Figure 69: Involuntary non-ownership of communications services
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There has been no significant change in the percentage of consumers who do not own a
fixed line, mobile and internet for involuntary reasons. However, the percentage of
consumers who do not have broadband connection and digital TV for involuntary reasons
increased between 2007 and 2008.
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Affordability is still the main involuntary reason for not taking up a communications service.
Profile of those who have not taken up communications services for involuntary
reasons

Fixed line: A small minority of consumers gave involuntary reasons for not owning a fixed
line. It is a relatively flat picture across age and socio-economic groups.

Mobile phone: Consumers earning less than £11.5K were more likely to state an
involuntary reason for not owning a mobile.

Internet: Non-ownership of an internet connection due to involuntary reasons remains
highest among DEs, the 75+ age group, and those on an income below £17.5K

Digital TV: Older consumers (75+) were more likely than other age groups to state
involuntary reasons.

4.4  Consumer access and take-up - metric 4: degree of difficulty in using
technology

4.4.1 Overall difficulty using technology

Difficulty using communications technology can affect people’s ability to make the most of
the services that are available to them.

Figure 70: Difficulties using communications services
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As illustrated in Figure 70, there has been little change in the percentage of consumers who
experience difficulty using communications services, except for mobile phones, where there
has been a significant decrease in the number of consumers saying they experience
difficulties.

The ability to hear the person on the other end, even with the volume turned up, is the most
frequently mentioned difficulty (3%) for those using fixed lines.
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A variety of difficulties are experienced when using a mobile phone, with the most-mentioned
problem being writing text messages, at 4%. This is a significant improvement on the 2007
figure of 12%.

Using the mouse (4%) and keyboard (3%) were the most-mentioned difficulties experienced
when using a PC.

“Hearing quiet voices”, “hearing quiet parts of the programme”, and “hearing at a volume
other people find acceptable” were the most-mentioned difficulties experienced with TVs (2%
each).

4.4.2 Profile of those who experience difficulties when using technology

Across all demographic groups the mobile phone is the communications service consumers
are most likely to experience difficulty with.

Figure 71: Difficulties using various communications services, by age and socio-
economic group
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Difficulty using communications services and devices is strongly correlated with age. Over-
45s are more likely than others to experience difficulty using a mobile phone and over-75s
are more likely to experience difficulty using the television than any other age group.

Figure 72: Difficulties using various communications services, by income
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Across income groups, those earning up to £11.5K were more likely to experience difficulties
using both a mobile phone and a television, although this too may be related to the age of
these consumers, as many older people are retired and on lower incomes.
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Additional insights among minority groups

The following section provides some additional insights into some minority groups’ concerns
or complaints about the communications market.

The minority groups discussed below are: consumers aged 75+, people with a visual
impairment, people with a learning disability and ethnic minority groups.

4.5.1 Consumers aged 75+%

Ownership of communications services

Older consumers are less likely than other age groups to own mobile phones,
broadband internet and digital television, and are also the least likely to say they will
get these services in the future.

Almost half (48%) of adults aged 75+ said they were unlikely to get a mobile phone in
the next 12 months (compared to 10% average) and almost a quarter said they were
unlikely to get digital TV (compared to 7% average).

Non-ownership of services

Given that older consumers account for the majority of non-mobile phone owners, it
is not surprising that their responses are broadly similar to the average, with most of
this age group giving voluntary reasons for not owning a mobile phone (lack of
perceived need).

This age group was slightly more likely than the average to give voluntary reasons for
non-ownership of broadband. The main reason driving involuntary non-ownership
among the over-75s was “not knowing how to use the internet” (18%), and cost was
mentioned by few in comparison (9%). A similar proportion (7%) said they were “too
old” to get broadband internet. These figures are based on non-owners.

Similarly, more voluntary reasons were given for non-ownership of digital TV among
over-75s compared to the average (19% of over-75s gave voluntary reasons for non-
ownership). The only involuntary reason mentioned was “too expensive”.

4.5.2 People with a visual impairment

Ownership of communications services

Consistent with findings across the general population, there were indications of a
decline in use of fixed-line phones among the sample of people with visual
impairments. Many preferred to use their mobile phone for calls and texts, as
opposed to their fixed line.

The top-up process was problematic for some, in terms of typing long numbers into
their handset. For younger respondents, who used text messaging, this was also a
problem, although larger phones/key pads were not seen as an option as they did not
want to appear ‘different’.

2 These data are not directly comparable with other data contained in the report as these findings are
based on rolled data from Q1 and Q2 2008 from the Ofcom communications tracking survey
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Access to the internet

The software required by some people with visual impairments to enable them to use
a computer/internet was considered to be useful and high quality, but too expensive.

They had limited opportunities to test the software, although they wanted to find the
most suitable software for their personal requirements — progress in this area might
help increase internet take-up among this group.

Difficulty using communications services

Levels of independence vary considerably among people with visual impairments,
from total dependence on others to living mostly independent lives. The research
indicated that everyone with some degree of visual impairment required assistance at
some stage in accessing and using some services.

Age had an impact on people’s attitudes to their impairments, with older respondents
more likely to believe they had to adjust to be able to access services, while younger
respondents were more likely to believe that their difficulty in using services was due
to a problem with the service.

Being a part of a community (i.e. schools, social groups, workplaces, council
networks) that helped or assisted people with visual impairments made members
more aware of the services available to them. People who were not members of such
communities typically had more limited access to such information.

4.5.3 People with alearning disability

Ownership of communications services

All respondents with a learning disability had access either to a fixed-line phone or a
mobile phone, but few had internet access, in the home.

There was no strong preference for either method of telephony and the decision on
which to use tended to be linked to ease of use rather than cost factors. The more
personal element of the mobile was also preferred by many of the younger
participants.

There was a consensus, both among respondents and their support networks, that
mobile phones have provided these consumers with a greater level of independence
and their families/friends/carers with the added security and comfort of knowing they
can contact them at any time.

Most opted for a pre-pay package — many had difficulty managing their money and/or
did not have a bank account. As a result the ability to control costs was more
important to them than getting the best value for money.

We noted similar problems with the top-up process to those mentioned by people
with visual impairments.

Non-ownership of internet
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Use of the internet

The internet was seen as a hobby and largely used for entertainment — looking at
pictures, watching videos and chatting to friends as opposed to searching for
information or making transactions.

Email addresses had been set up for some respondents, as they were needed for
social networking sites, but these were largely redundant and were rarely checked or
used.

There was a perception of increased effort to use the internet, compared to the effort
required to watch television. There was relatively low awareness of functions that
might make the experience easier e.g. saving websites into ‘favourites’ as opposed
to re-typing them every time.

The perception of effort, coupled with a limited understanding of the benefits of the
internet and its security options among respondents’ support networks, is likely to
limit take-up of internet services among this group.

Difficulty using communications services

Consumers with learning disabilities tended to have difficulties which related either to

o their level of literacy, in terms of being able to read and understand instructions,
text messages and electronic programme guides; or

o0 a physical impairment which made it difficult for them to see keyboards, handsets
or on-screen information.

There were indications that few consumers were aware of functions which might help
them use services, such as saving favourite websites, setting speed dial functions or
saving favourite channels.

The lower literacy levels and higher likelihood of an additional physical impairment
means that, unless these consumers were shown these features, it is unlikely they
would discover them for themselves.

4.5.4 Ethnic minority groups

Ownership of communications services

Household take-up of the internet was highest among Indian (76%) and Pakistani
adults (72%), and was significantly higher than the UK average. Household take-up
among Black Caribbean (64%) and Black African adults (69%) was broadly similar to
the UK average.

Use of the internet

Indian and Pakistani adults spent more time online than other ethnic minority groups
and UK adults in general; on average 13.5 hours per week. Black Caribbean adults
said they spent 12 hours and Black African adults spent 11.2 hours online, broadly
similar to the UK average of 12.1 hours.

For all internet users the most common uses of the internet were communication and
looking for information relating to work or studies.
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e Breath of use of the internet among Indian and Pakistani populations is comparable
with general UK levels, but lower among Black Caribbean and Black Africans. While
use of the internet for all activities was significantly lower, this was particularly the
case for conducting transactions online and finding out news.

Non-ownership of internet access

e The proportions saying they were likely to get internet access in the next 12 months
was higher than average among ethnic minority groups.

e Among those who did not have the internet, they were more likely to give involuntary
reasons (mostly affordability) than voluntary reasons (no need).
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Section 5

Consumer choices, value and range

Introduction

The ‘consumer choices, value and range’ metrics show consumer awareness of the choices
of communications services available. This section also explores the range of operators
available in the market and consumer satisfaction with aspects of their supplier’'s service.

The section provides an overview of the prices of communications services available in the
UK and how these have changed over time. Wherever possible, we have also provided
international pricing comparisons.

Consumer choices, value and range metrics

The table below lists the metrics. The numbers shown in this section are at an overall UK
level based on the percentage of all adults/households.

We have analysed the key findings in this report by a number of demographic groups to
highlight whether any specific consumer groups are more likely to be excluded than others.
These groups are: age, income and socio-economic group. Wherever possible, the results
are shown over time.

Data this year are also analysed according to consumers’ level of participation in the
communications market, using the index created in 2006 and modified in 2007. The
segments identified were: ‘engaged’, ‘interested’, ‘passive’ and ‘inactive’. Comparisons
between these segments are made to identify whether there are differences according to
consumers’ knowledge and understanding of the markets.

Sub-group differences are noted only when they are significantly different from the total
sample.

5.1 Consumer choices and range - metric 1: range of operators
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5.2.7 Awareness of multichannel TV SUPPLIEIS ........uvvvviiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeieeeenrennnennn, 60
5.2.8 Awareness of multichannel TV suppliers, by demographic group............ccccoeeuvvveee. 61
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5.3 Consumer choices and range - metric 3: satisfaction with
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5.5.5 TV: international pricing COMPAIISONS ..........uuuuuuuuuuereeeerrennieeneeenenennrenneeenneenneeneeenneean. 80

5.1 Consumer choices and range - metric 1: range of operators available

Consumers in the UK are able to choose from a number of operators, which offer a wide
range of both single and combined (bundled) communications services.
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Table 5.1: Range of operators in the communications market

Bundled operators Data not available

Fixed line (registered with Ofcom) 122 118 118
Mobile MNOs 5 5 5
Television channels 354 433 498
PSB channels 12 12 12
Radio* - analogue services 337 347 559
Radio — simulcast on DAB 166 129 171
Radio — DAB only 50 40 38

Source: Ofcom. *Not all radio stations are available to all listeners. +Source: PurePricing.
5.1.1 Bundled service operators

At least 13 operators offer multiple communications services. Three operators offer bundles
of services that are interdependent (for example, a fixed line and multi-channel TV bundle,
where the customer has to take both services to get the advertised price). See Ofcom’s
Communications Market Report 2008 for details of the providers and services offered.

5.1.2 Fixed-line operators

There are 118 operators with conditions of entitlement in the fixed-line market, and a
significant, and increasing, number of smaller companies which are not obliged to publish
their tariffs*®

5.1.3 Mobile operators

The number of operators in the mobile phone market has not changed significantly since
2007. As reported last year, within the mobile services market there are five mobile network
operators (MNOSs); Vodafone, Orange, T-Mobile, O2 and 3. In addition there are around 100
virtual mobile network operators (MVNOs). A MVNO is a company which buys airtime from
one of the five network operators and resells it under a different brand name. For example,
Virgin uses the T-Mobile network and Tesco Mobile uses the O2 network.

5.1.4 Television channels

There are 498 television channels available to consumers in the UK, an increase from 433
channels in 2006. Twelve of these are public service channels and the remaining 486 are
commercial channels.

5.1.5 Radio stations

There are now 359 analogue services in the UK, an increase from 349 last year. There are
also 171 stations that are simulcast on DAB and 38 stations are broadcast only on DAB.

3 The General Conditions of Entitlement apply to companies providing an electronic communication
service or an electronic communications network and include requirements to comply with certain
technical standards, to provide access to emergency services and to publish information about their
tariffs.
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5.2 Consumer choices and range - metric 2: awareness of suppliers

Understanding the level of supplier awareness among consumers is important when
considering their ability to take advantage of a competitive market. A high level of consumer
awareness is necessary as a first step to ensure that consumers are able to make an
informed choice of communications provider.

Previous years’ data have been re-stated and are now based on responses from decision-
makers in each market. The charts below have also re-coded responses from consumers
who knew the name of their own suppler, but did not mention this supplier when asked about
awareness. The same methodology has also been applied to data from 2006-2007 for each
market. The main impact of this change is that no consumers were unable to recall any
supplier, although a significant proportion (51%) remained unable to recall any supplier other
than their own.

5.2.1 Awareness of fixed-line suppliers

Figure 73: Spontaneous and prompted awareness of fixed-line suppliers, over time
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Base: All fixed-line decision makers (Q2 2006, 2222) (Q2 2007, 2704), (July 2008, 941)
Source: Ofcom technology tracker (2006-7)/ Ofcom decision making survey (2008)

Spontaneous awareness of more than two fixed-line suppliers has fallen from 60% to 49%
since 2007. Around half of fixed-line decision makers were aware of only one supplier in
their area.

Prompted awareness of three or more fixed-line suppliers has increased significantly to 62%
from 57% last year.

5.2.2 Awareness of fixed-line suppliers, by demographic group

In this section we show the demographic profile of those consumers who are spontaneously
aware of just one supplier. It is important to identify consumers whose lack of awareness of

other suppliers may affect their participation in the market. As mentioned earlier, awareness
of suppliers in a competitive environment is essential to ensure consumers are able to make
informed choices.
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Figure 74: Spontaneous awareness of only one fixed-line supplier, by age and socio-
economic group
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There were indications that consumers aged over 75 (43%) and to a lesser extent in the DE
socio-economic group (26%) were more likely than other demographic groups to recall only
their own supplier.

Figure 75: Spontaneous awareness of only one fixed-line supplier, by income and
level of participation
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Source: Ofcom decision making survey, July 2008

Lowest awareness of multiple suppliers was noted among those with an annual household
income of up to £11.5K. A quarter (26%) of consumers in this income bracket could recall
only one supplier.

Unsurprisingly, consumers who were classified as ‘inactive’ in the communications market
were least aware of multiple suppliers, and those who were more likely to keep an eye on

the market, or who had interacted with suppliers relatively recently, were more likely to be

aware of multiple suppliers. This trend is consistent across all markets, but most evident in
the fixed-line market.

5.2.3 Awareness of mobile suppliers, over time

The figures in the following chart have been re-stated since last year, applying the revised
methodology.
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Figure 76: Spontaneous and prompted awareness of mobile suppliers, over time

| 1 supplier 2 suppliers | 3+ suppliers

3 Q22006 15 ez
@
§ Q22007 16 e
c
2 Q32008 15 G
[9)]
B Q22006 S —
<%
§ Q22007 7 S ——
o

Q32008 5 s ——

0% 20% 40% 60% 80% 100%

Base: All mobile decision makers (Q2 2006, 1959) (Q2 2007, 1273), (July 2008, 1270)
Source: Ofcom technology tracker (2006-7)/ Ofcom decision making survey (2008)

Spontaneous awareness of multiple mobile suppliers has remained largely similar to 2007
levels, and prompted awareness of three or more suppliers has increased significantly to
89%.

Awareness of multiple mobile suppliers was higher than awareness of either fixed-line or
broadband suppliers, see figures 73 and 79.

5.2.4 Awareness of mobile suppliers, by demographic group

Figure 77: Spontaneous awareness of only one mobile supplier, by age and socio-
economic group
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The level of spontaneous awareness of only one mobile supplier was significantly higher
among over-65s compared with the general population, with indications that lack of
awareness increases with age within this age group. There was little difference in
spontaneous awareness according to socio-economic group.
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Figure 78: Spontaneous awareness of only one mobile supplier, by income and level
of participation
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Source: Ofcom decision making survey, July 2008

Consumers earning under £17.5K were more likely than higher income groups to be aware
of only one supplier. Inactive consumers were the most likely to be spontaneously aware of
only one supplier in the mobile market. This compares to around a fifth among those whose
behaviour classified them as ‘passive’ or ‘interested’ consumers, and one in ten among
engaged consumers.

5.2.5 Awareness of broadband suppliers, over time

Comparable trend data using the revised methodology is not available for the broadband
market, although the 2008 data is comparable with the other markets.

Figure 79: Spontaneous and prompted awareness of broadband suppliers
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Source: Ofcom decision making survey, July 2008

Over half (55%) of the broadband decision makers were spontaneously aware of three or
more suppliers in 2008, rising to 87% when decision makers were prompted with a list of
suppliers.
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5.2.6 Awareness of broadband suppliers, by demographic group

Figure 80: Spontaneous awareness of only one broadband supplier, by age and socio-
economic group
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Source: Ofcom decision-making survey, July 2008

The level of awareness of only one supplier increased with age, and there were indications
that this was higher than average among consumers in the DE socio-economic group (35%).

Figure 81: Spontaneous awareness of only one broadband supplier, by level of
participation
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Source: Ofcom decision-making survey, July 2008

‘Inactive’ and ‘passive’ broadband consumers were the most likely to recall only one
broadband supplier (around two-fifths). ‘Engaged’ consumers were the most likely to recall
more than one supplier in this market, although a fifth of these consumers could only recall
one supplier.

5.2.7 Awareness of multichannel TV suppliers
Suppliers such as BT Vision and Tiscali TV have recently started to offer television services
and, in response to these market developments, Ofcom is now tracking consumer

awareness of multichannel TV suppliers. The first set of data is reported below, using a
methodology comparable with that used for the other communications markets.
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Figure 82: Spontaneous and prompted awareness of multichannel TV suppliers
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Source: Ofcom decision making survey, July 2008

Over half (56%) of multichannel TV decision-makers were spontaneously aware of two or
more TV suppliers in their area. When prompted with a list of suppliers, awareness of three
or more rose to almost three-quarters (73%).

5.2.8 Awareness of multichannel TV suppliers, by demographic group

Figure 83: Spontaneous awareness of only one TV supplier, by age and socio-
economic group
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Source: Ofcom decision-making survey, July 2008

As with the other communications markets, spontaneous awareness of only one TV supplier
increased with age, and to a greater extent in the TV market. More than 60% of over-65s
were aware of only one supplier, and there were indications that lack of awareness of
multiple suppliers was higher still among the over-75s.

Almost half (48%) of consumers in the DE socio-economic group were spontaneously aware
of only one supplier, compared to 36% of ABs.
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Figure 84: Spontaneous awareness of only one TV supplier, by income and level of
participation
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Consumers with an annual income of up to £17.5K were (at least partly) driving the lack of
awareness in this market. However, more than a third of decision makers (36%) in the higher
income bands were also aware of only one supplier.

More than half of the consumers classified as ‘inactive’ could recall only a single TV supplier,
compared to a quarter of the ‘engaged’ consumers. Similar levels of awareness were
reported for ‘passive’ and ‘interested’ consumers in this market.

5.2.9 Awareness of bundled suppliers

Forty per cent of consumers currently purchase at least some of their home communications
services as a bundle from a single supplier. Ofcom has begun tracking consumer awareness
of bundled suppliers; the first set of data is reported below.

Figure 85: Spontaneous and prompted awareness of bundled suppliers
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Spontaneous awareness was relatively high compared to awareness in the landline and TV
markets. Around seven in ten (68%) bundled purchasers were aware of two or more
suppliers offering bundles of services.

Prompted awareness levels were significantly higher than this, and comparable with those in

the mobile market — 94% of bundled purchasers were aware of two or more suppliers and
88% were aware of three or more. These relatively high levels of awareness are consistent
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with the recent switching behaviour in this market which has led to an increased proportion
of ‘engaged’ consumers in the bundled market.

5.2.10 Awareness of bundled suppliers, by demographic group

Figure 86: Spontaneous awareness of only one bundled supplier, by age and socio-
economic group
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Source: Ofcom decision-making survey, July 2008

As with each of the other communications markets, there were indications that bundled
purchasers aged over 65 were less likely than others to spontaneously recall more than one
supplier in this market. There was little variation among the socio-economic groups.

Figure 87: Spontaneous awareness of only one bundled supplier, by level of
participation
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Base size for individual income groups too small to analyse

Source: Ofcom decision-making survey, July 2008

5.3 Consumer choices and range - metric 3: satisfaction with
communications services

The 2008 survey which collected the data for the satisfaction metric was based on decision-
makers within each market. In order for data to be comparable, figures for 2006 and 2007
have been re-based and are therefore not directly comparable to data published in previous
reports. This revision to the methodology has not had a significant impact on the data or the
overall trend.
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5.3.1 Satisfaction with overall services from communications supplier

Figure 88: Satisfaction with overall services from communications supplier, over time
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Source: Ofcom communications tracking survey (2006/7) / Ofcom decision-making survey (2008)

The percentage of consumers who were satisfied with the overall service provided by their
fixed-line supplier has fallen by five percentage points. In total 9% (around 3.09 million'?) of
fixed-line decision-makers were dissatisfied with their overall service.

Satisfaction among mobile users has remained at broadly similar levels since 2007 — 94%
was satisfied with the overall service they received, and the proportion of ‘very satisfied’
increased significantly from 45% to 58%. Three per cent (around 1.09 million*®) of mobile
decision-makers were dissatisfied.

Among broadband decision-makers, overall satisfaction fell from 88% to 83%. This is
consistent with the higher levels of concern among consumers in this market about their
service, and the 24% of consumers who said they had experienced speeds which were
slower than they had expected. As noted below, this market has also seen a decline in
satisfaction with value for money and speeds — see figures 91 and 98. In total, 10% (around
2.08 million*®) of broadband decision-makers were dissatisfied with their overall service.

Satisfaction with multichannel TV and bundled services is broadly equal, with around eight in
ten decision-makers either very, or fairly, satisfied. Dissatisfaction stood at 8% and 7%
respectively — which equates to around 2.56 million'” and 1.12 million*® decision-makers in
each market.

4 Based on 46 million UK adults, 87% with landline, 86% decision makers

!> Based on 46 million UK adults, 86% personal own mobile, 92% decision makers
16 Based on 46 million UK adults, 58% with broadband, 78% decision makers

" Based on 46 million UK adults, 85% with multi-channel TV, 82% decision makers
18 Based on 46 million UK adults, 40% with bundle, 87% decision makers

64



The Consumer Experience

5.3.2 Dissatisfaction with overall services from communications suppliers, by
demographic group

The following charts illustrate the proportion of consumers who were dissatisfied with their
overall service, by demographic group, in order to identify whether particular groups of
consumers are driving dissatisfaction and to understand what factors may be influencing
this.

Figure 89: Dissatisfaction with overall services from communications suppliers, by
age
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(multi-channel TV, 891) (bundled services, 534). Base size for 15-25 year olds and 75+ too small to analyse

Source: Ofcom decision making survey, July 2008

In general, there were few demographic variations in dissatisfaction with overall services
among the demographic groups, where sample sizes allowed us to analyse this.

The exceptions were:

o fixed line and broadband decision makers aged 25-44 were more dissatisfied than
other age groups with their overall services; and

e older (65+) bundled purchasers appeared to be more dissatisfied than other age
groups with their supplier’s overall service.

5.3.3 Dissatisfaction with overall services from communications suppliers, by
level of participation

It is important to understand whether those consumers who are dissatisfied with their service
are also the most vulnerable in terms of their knowledge and understanding of the
communications market. Each measure of dissatisfaction has been analysed by Ofcom’s
participation index — a segmentation of consumers according to how engaged they are in
each market. A full demographic description of each segment is given in Section 2.
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Figure 90: Dissatisfaction with overall services, by level of participation in the market
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Dissatisfaction in each communications market is higher among the more knowledgeable
segments. This is most notable in the broadband market, where 20% of ‘engaged’
broadband consumers were dissatisfied with their overall service — twice the average level.

These consumers are among those most likely to be aware of multiple suppliers and to have
experience of switching supplier. They are therefore the least vulnerable, in that they are
able to switch from a supplier providing an unsatisfactory service.

5.3.4 Satisfaction with value for money, over time

Figure 91: Satisfaction with value for money, over time
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Base: All decision makers aged 15+ with a service who expressed an opinion®.
Source: Ofcom communications tracking (2006/07)/ decision-making survey (2008)

¥ Fixed-line (inactive 214, passive 144, interested 341, engaged 242) Mobile (inactive 384, passive 173,
interested 414, engaged 299) Broadband (inactive 112, passive 61, interested 151, engaged 136) Multi-channel
TV (inactive 309, passive 153, interested 322, engaged 112) Bundled services (inactive 84, passive 56,
interested 182, engaged 212)

% Fixed-line (Q2 2005, 1896) (Q2 2006, 2198) (Q2 2007, 1329) (July 2008, 928) mobile (Q2 2005, 1791) (Q2
2006, 1862) (Q2 2007, 1273) (July 2008, 1265) broadband (Q1 2006, 830) (Q1 2007, 727) (July 2008, 454) multi-
channel TV (Q2 2006, 1778) (Q2 2007, 1211) (July 2008, 891) bundled services (July 2008, 534)
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There has been little change in levels of satisfaction with value for money across
communications services since last year. The rise in satisfaction among fixed line and
mobile customers, noted last year, has been maintained.

The fall in satisfaction with the value for money of broadband services, reported last year,
has also been maintained, but is combined with a rise in the proportion of dissatisfied
customers (16% compared to 13% last year). Of all the platforms, broadband customers had
the lowest satisfaction level with value for money.

Over eight in ten digital TV decision-makers (82%) and bundled purchasers (86%) were
satisfied with value for money.

5.3.5 Dissatisfaction with value for money, by demographic group

Figure 92: Dissatisfaction with value for money, by age
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Source: Ofcom communications tracking (2006/07) / decision making survey (2008)

Dissatisfaction with value for money in the fixed market was higher among consumers aged
25-44 and 45-64. There was little difference in the proportion of mobile customers
dissatisfied with this aspect of their mobile service.

Dissatisfaction with value for money of broadband services appears to have been driven by
the 25-44 year old age group, with a fifth (21%) of this age group dissatisfied with this
aspect. In the multichannel TV market the younger age groups also appeared to drive the
level of dissatisfaction.

There were no significant differences in dissatisfaction by age among customers in the
bundled services market.

67



The Consumer Experience

Figure 93: Dissatisfaction with value for money, by socio-economic group
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There were some differences in levels of dissatisfaction with value for money by socio-
economic group across most markets, with the exception of the mobile market. In the fixed
market, dissatisfaction was highest among C2s, while in the broadband market C1s
appeared to be the most dissatisfied. Dissatisfaction with multichannel TV was highest
among ABs — perhaps unsurprising as this group were more likely to use pay-TV as
opposed to Freeview. In the bundled market ABs again drove up the levels of dissatisfaction
with 21% dissatisfied with the value for money of their package.

5.3.6 Dissatisfaction with value for money, by level of participation

Figure 94: Dissatisfaction with value for money, by level of participation
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As with the levels of overall dissatisfaction, dissatisfaction with value for money was also
higher among those groups of consumers more interested, or engaged, in each market and
therefore arguably the least vulnerable.

2 (fixed - inactive 214, passive 144, interested 341, engaged 242) (mobile - inactive 384, passive
173, interested 414, engaged 299) (broadband - inactive 112, passive 61, interested 151, engaged
136) (multi-channel TV - inactive 309, passive 153, interested 322, engaged 112) (bundled services -
inactive 84, passive 56, interested 182, engaged 212)
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A quarter of ‘engaged’ consumers in the broadband market were dissatisfied with their value
for money, compared to 6% of ‘inactive’ consumers. There was least differentiation in the
multichannel TV market by segment, although ‘engaged’ groups in this market were the

most dissatisfied.
5.3.7 Satisfaction with reliability of service, over time

Figure 95:; Satisfaction with reliability of service, over time
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Satisfaction with the reliability of fixed-line services has not varied greatly since 2006, with
nine in ten consumers very, or fairly, satisfied. The percentage of fixed-line and mobile
consumers who were ‘very satisfied’ has increased significantly since last year.

The fall in satisfaction with broadband reliability, noted last year, has been maintained and
satisfaction with this aspect now stands at 86%. However, more broadband customers were

‘very satisfied’ with this aspect of their service compared to last year.

Satisfaction with the reliability of digital TV and bundled services are broadly similar to each
other, at just under 90% each.

2 Fixed-line (Q2 2006, 2194) (Q2 2007, 1294) (July 2008, 928) mobile (Q2 2006, 1768) (Q2 2007,
1254) (July 2008, 1260) broadband (Q1 2006, 830) (Q1 2007, 726) (July 2008, 456) multi-channel TV
(July 2008, 889), bundled services (July 2008, 533)
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5.3.8 Dissatisfaction with reliability of service, by demographic group

Figure 96: Dissatisfaction with reliability of service, by age
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The only significant difference by age in the proportions dissatisfied with the reliability of their
communications services was in the broadband market, where younger consumers (25-44)
drove dissatisfaction.

5.3.9 Dissatisfaction with reliability of service, by level of participation

Figure 97: Dissatisfaction with reliability of service, by level of participation
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Consistent with the higher dissatisfaction levels with other aspects of service, dissatisfaction
with reliability is generally higher among ‘interested’ and ‘engaged’ consumers.

% Fixed-line (928) mobile (1260) broadband (456) multi-channel TV (889) bundled services (533).
Base size for 15-25 year olds and 75+ too small to analyse

2 Fixed-line (inactive 214, passive 144, interested 341, engaged 242) Mobile (inactive 384, passive
173, interested 414, engaged 299) Broadband (inactive 112, passive 61, interested 151, engaged
136) Multi-channel TV (inactive 309, passive 153, interested 322, engaged 112) Bundled services
(inactive 84, passive 56, interested 182, engaged 212)
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5.3.10 Satisfaction with speed of broadband service, over time

One service aspect specific to the broadband market is speed. As noted above, and

reported in the Consumer Protection section of this report, consumers have recently become
more concerned about their internet service and some have noted that their speeds are not

as fast as they had expected. The following chart illustrates the downward trend in

satisfaction with broadband speeds, which partly explains this higher level of concern.

Figure 98: Satisfaction with speed of broadband service, over time
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Source : Ofcom communications tracking (2006/07) / decision making survey (2008)

Satisfaction with broadband speeds stood at 91% in 2006, with 5% dissatisfied. The decline
in satisfaction noted in 2007 has continued and satisfaction now stands at 79%. Almost four

times as many as in 2006 (18%) were dissatisfied with this aspect of their service.

Dissatisfaction with speeds was higher among groups of consumers who were more
engaged or knowledgeable about the market - from 16% of those who were ‘interested’ in
the market to 27% of those who were ‘engaged’. Dissatisfaction stood at 11% among

‘inactive’ and 8% of ‘passive’ broadband consumers.
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5.4 Consumer choices and range - metric 4: spend on UK communications
services

5.4.1 Change in spend on residential telecoms services

Figure 99: Average household spend on telecoms services
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The amount consumers are spending on fixed-line voice services fell by around 6% during
2007, driven by a fall in the total number of lines and lower use per line. There are
indications that lower use may be due to more consumers choosing to use mobile and, to a
lesser extent, the internet to communicate instead of fixed telephony.

Mobile accounted for over half of household telecoms expenditure. The average price spent
per minute on mobile is falling as more minutes are included in tariff plans.

Average household spend on internet and broadband access fell for the first time in 2007 as
falling prices offset increasing broadband take-up. Falling average prices are in part driven
by the increasing take-up of ‘bundled’ services. A number of providers (including TalkTalk,
Orange and BSkyB offer ‘free’ broadband services to those who take it in conjunction with
other fixed-line, mobile or digital TV services.

An additional factor in reducing overall average prices is the increasing prevalence of lower-
priced broadband tariffs (with lower data speeds and download allowances) aimed at lighter
users of the internet. The figures are based on operators’ own allocation of revenue and
should be treated with some caution, as the increased take-up of bundled offerings makes it
difficult to precisely apportion spending.
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5.4.2 Change in cost of fixed-line and mobile services

Figure 100: Comparison of average of fixed and mobile voice call charges
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The average cost of a mobile minute fell to 11.5p in 2007, 38% more than the cost of an
average fixed-line call minute. It should be noted that the cost per minute for a mobile is
over-stated as it does not include the value of the handset subsidy which mobile operators
recoup over the course of the contract.

The average cost of a fixed voice call minute increased in 2007, despite the inclusion of
more minutes in fixed-line tariff packages, as overall use fell. By contrast, mobile call
charges continued to fall from a peak of 15.2 pence per minute in 2004 to 11.5 pence in
2007. This is the consequence of contract users taking advantage of more inclusive minutes,
while more ‘bonus’ minutes have become available on pre-pay plans.

5.5 Consumer choices and range - metric 5: international comparisons of
the cost of communications services

There is wide international variation® in the consumer experience of communications
services. The metric which probably matters most to the greatest number of consumers is
the price they pay for their services.

In order to make comparisons between prices in the UK with those in other countries we
have developed a methodology based on identifying prices for ‘baskets’ of communications
services across a range of ‘typical’ households in the UK, France, Germany, Italy, Spain and
the US (where we have used lllinois as a representative state).

This year’s analysis builds on that developed in Ofcom’s 2006 and 2007 International
Communications Market Reports, but marks a step-change in terms of the range of tariffs
considered (4,847 in total across the six countries), the incorporation of additional
complexities both in terms of the baskets (for example, a range of call lengths are included in
the fixed and mobile baskets) and in terms of the tariffs (for example, including promotional
offers, subject to certain criteria).

A more in-depth analysis is provided in Ofcom’s International Communications Market
Report 2008 (published on 20 November 2008). This takes an additional multi-service
approach and considers the benefits available to consumers by purchasing communications

% For further detail see the International Communications Market Report
www.ofcom.org.uk/cm/icmr08
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services in bundles, such as ‘double-play’ offers incorporating voice and broadband
services, and ‘triple-play’ services incorporating voice, broadband and TV.

5.5.1 Comparative international pricing

Methodology

Further methodological details are available in Annex 4, and a full methodology is available
online at: www.ofcom.org.uk/research/cm/icmr08 .

The basic principles are outlined below:

o We constructed five ‘typical’ household types, which collectively may be seen as
representative of the average population across our countries, and defined a basket
of communications services (fixed-line voice, mobile, broadband, TV) appropriate for
each household type. These are illustrated in Figure 101 below.

Figure 101: Household types

“Typical” household type Fixed Intern’l Mobile Mobile Fixed-line Mobile Television
voice voice voice messaging | broadband | broadband
1 Low - - - - -

A retired low- Basic
income couple

2 Acouple of late Medium Low Low - Low - Basic
adopters

3 Asingle mobile-only - Medium High High - High Pay TV
user

4 A “networked” High Medium Medium High Medium - Pay TV
family

5  Affluent couple with - High - Medium High - Premium
sophisticated use pay TV

Source: Ofcom

e In July 2008, details of every tariff and every tariff combination from the largest three
operators in each country by retail market share were collected®

¢ Our model identifies the tariffs that offer the lowest price for each of the household
baskets.

e All prices are converted back to UK currency using a Purchasing Power Parity (PPP)
adjustment, based on OECD comparative price levels and the exchange rate in July
2008.

Specific details of the basket contents are detailed in Annex 4, which also includes further
detail on the methodological principles and highlights some limitations.

5.5.2 Fixed voice: international price comparisons
Figures 102 and 103 below look at the costs of the fixed-line voice components of the

baskets illustrated above. A comparison of both weighted average?’ pricing and best offer®®
pricing is given below.

% Data from more than three operators used if required to ensure that a minimum of 80% of the
overall market was represented
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Comparison of the overall weighted average prices indicates that there is little difference
between Germany, the UK, Italy and France - all of these countries are cheaper than Spain
and the US.

However, there are some notable differences between the baskets - created by different
tariffing structures within the countries.

The UK is more expensive than France for the lowest use Basket 1 as a consequence of
having relatively high line rental charges®. The UK is however, marginally cheaper than
France for the highest-use Basket 4, due to the relatively low cost of purchasing enhanced
tariffs or add-ons. These add-ons offer unlimited any-time national calls, or reduced prices
on international calls or calls to mobiles.

Spain is the most expensive country, because tariffs offered by incumbent Telefonica (which
has 80% market share) are more expensive than those of incumbents in the other European
countries. Unlike basic tariffs offered by BT, Deutsche Telecom, France Telecom and
Telecom lItalia, Telefonica’s basic tariff does not offer any inclusive calls.

The US appears more expensive than the European countries, other than Spain, as the cost
of national calls more than outweighs the low line rental and free local calls. The US also
offers the lowest price of calls from fixed lines to mobiles®, although the small fixed-to-
mobile call element in our baskets means that this feature of the US market has little impact
on the overall findings.

Figure 102: Comparative single-service ‘weighted average’ fixed line voice pricing
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Source: Ofcom using data supplied by Teligen

Note: Weighted average of best-value tariff from each of the three largest operators by market share in each country; July
2007; PPP adjusted

In looking at the best tariff available from the three largest operators in each country (figure
103) there are some striking differences from the ‘weighted average’ analysis.

%" calculated from the weighted average of the best value tariffs from the three largest operators in
each country

% cheapest tariff available from the three largest operators in each country

# the international comparison did not take account of the BT Basic package which offers service at a
significantly reduced cost to eligible consumers (see Consumer Experience Policy Report)

% this is a result of the ‘receiving party pays’ interconnect regime, which means that mobile users
typically pay for incoming calls
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While the ‘weighted average’ analysis is, to a considerable extent, a reflection of incumbent
pricing (with incumbents having market share of over 60% in all countries), the ‘best offer’
analysis gives prominence to tariffs from the largest alternative network (alt-net) operators.

Despite offering the lowest and second lowest overall prices on the ‘weighted average’
basis, Germany and the UK have the highest overall prices of all the European countries
when only the best tariff for each basket is considered. This is partly because of a much
lower differential between the pricing of the incumbent and of the two largest alternative
networks. Interestingly, the UK is the only country in which a tariff from the incumbent
appears as a ‘best offer’ tariff for one of the baskets.

In contrast, the best alt-net pricing in Spain typically undercuts the incumbent by around
50%, while alt-nets in Italy and France offer typical savings of between 20% and 30% on
incumbent pricing. However, it must be noted that while there is the potential for some
consumers in these countries to achieve lower fixed-line pricing for these baskets than is
available in the UK, other networks typically do not have nationwide coverage, but are
available only in areas where the local exchange has been unbundled (typically in areas of
high population density).

Figure 103: Comparative single-service ‘best offer’ fixed line voice pricing
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Note: Lowest tariff available for the fixed-line voice component of each basket from any of the three largest operators by market
share in each country, July 2007; PPP adjusted.

5.5.3 Mobile: international price comparisons

As in the analysis above, the following section includes a comparison of UK prices with four
other European countries and the US (lllinois) in relation to their ‘weighted average’ prices
for mobile and ‘best offer’ prices.

The UK reports lowest prices for all baskets except the lowest-use basket, for which the
lowest prices are reported in Italy (Figure 104). In general, the UK and Italy are significantly
cheaper than all the other countries.

This is perhaps indicative of the higher levels of price competition in Italy and the UK than in
the other countries, driven by saturated markets; in both countries the number of mobile
connections has exceeded the population since 2005. It might also reflect the disruption
caused by new entrant Hutchison 3G (branded as ‘3’), which launched in both countries in
2003 and since then has sought to gain market share through low-priced offers (note that as
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Hutchison 3G is the fifth largest operator in the UK and the fourth largest in Italy, its tariffs
are excluded from this analysis).

Figure 104: Comparative single-service ‘weighted average’ mobile pricing
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Note: Weighted average of best-value tariff from each of the three largest operators, by market share, in each country; July
2007; PPP adjusted

Although they offer the lowest prices, the characteristics of the mobile markets in the UK and
Italy are very different to each other. While Italy’s mobile market is dominated by pre-pay
(90% of the market is pre-pay) in the UK around 40% of mobile connections are post-pay.

In the UK post-pay line rental typically includes a large number of inclusive any-time any-
network minutes and SMS texts®!. The result is that high users tend to pay a flat rate for
most of their use, and the value available from these tariffs is evident in the low relative
prices for the high-use mobile connections in Basket 3, Basket 4 and Basket 5.

However, the relatively low prices in Italy are driven by a market which is characterised more
by metered use than flat rate pricing. Line rental is typically much lower than in the UK, with
correspondingly lower numbers of inclusive minutes and SMS*. The result is relatively low
prices for consumers with low monthly use (as in Basket 2). Although not captured in our
findings, this pricing structure has benefits to consumers, in that it offers greater flexibility to
consumers who do not know their monthly use, or whose use varies from month to month.

Higher prices in Spain are a feature of all our mobile baskets, and our findings are consistent
with other research, including that published by the OECD.

The structure of the Spanish market may also go some way to explaining the relatively high
prices in this country, with just three mobile operators, of which the largest two have more
than 75% share*®. Another factor may be that mobile termination rates (MTRs) (i.e. the cost
that a calling network must pay a receiving network in return for connecting the call) in Spain
have historically been higher than in the other countries; although MTRs were cut by over
40% in 2007, they remain higher than in all the other countries with the exception of Italy. It

%! tariffs are characterised by heavily subsidised (or even ‘free’) handsets, with operators recouping
the value over the course of the contract.

% there is little by way of handset subsidy i