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Introduction and Background 

 

kgb (‘knowledge generation bureau’) is a privately held, New York-based company and the world's largest 

independent provider of directory assistance and enhanced information services. kgb has built some of the 

most successful brands in the telecommunications, customer care and enhanced information services 

sectors. 

 

In 2002, kgb (then known as InfoNXX) established 118 118 (The Number UK - TNUK) which soon became 

the largest and most well known provider of directory services in the UK.  Last year, it handled about 20 

million calls, providing both core directory services and a range of enhanced offer, advertising and other 

information services. 

 

kgb has also pioneered the provision of a broad range of wholesale and retail information services beyond 

traditional directory assistance services and in 2010 launched kgbdeals.com.    

 

As the market leader in the UK DQ industry, TNUK has a significant interest in PPP’s Business Plan and 

Budget.  Whilst we are broadly satisfied we the proposed activity, we once again note that very little of what 

is planned relates directly to the DQ industry. 

 

At the same time, we note that the DQ industry (and TNUK in particular) contribute very significantly to 

funding PPP’s budget, owing to the flat rate levy funding model employed.  Whilst we are broadly satisfied 

with the total amount spent by PPP (which we largely accept on trust), it is clear that our significant funding 

contribution produces only very limited benefits to DQ consumers, let alone DQ providers.  We therefore 

continue to believe that there is an urgent need for the funding model to be reviewed and we regret that 

PPP continues to be unwilling to engage in this debate. 

 

On a related point, TNUK continues to have concerns about the very narrow interpretation of ‘polluter pays’ 

which PPP continues to insist on adopting.  Even if PPP is unwilling to alter the flat rate levy funding model, 

we believe that there are other steps that can be taken which would result in a more equitable means of 

funding some of PPP’s most resource intensive and costly activities.  We are simply proposing that those 

who cause particular costs to be incurred should be required to pay for those costs or at least make a direct 

contribution, aside from the general levy.  This is the most basic implementation of the ‘polluter pays’ 

principle, which we hope that PPP would support.   

 

As many of the points contained in the consultation do not directly impact TNUK, our response is limited to 

the two points of particular interest and concern to us. 

 

The Funding Model 

 

In response to the Business Plan & Budget 2013/14, TNUK outlined in some detail our concerns about the 

flat rate levy funding model which PPP continues to employ.  We explained that only a very small amount 

of PPP’s resources are spent on issues which relate to the DQ sector.  We demonstrated that the 

consequence of those two facts is that the DQ industry in general and TNUK in particular, significantly 
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over-contributes to PPP funding, relative to the services and benefits provided to the industry and its 

consumers. 

 

We also explained how PPP continued to ignore the very clear recommendations of its own independently 

commissioned review conducted by KPMG. The KPMG review recommended switching to a service based 

funding model which would “vary the levy between a small number of service segments which each display 

different risk characteristics (such as “high” or “low” risk in the first instance)”.  The consequence of this 

change would be “revising levy calculations to more closely reflect the costs and benefits of Strategy and 

Policy work and the differences in the risk profile of certain services based on their track record or potential 

to generate consumer harm.”  We also expressed deep concern that PPP had misrepresented the nature 

of KPMG’s recommendations.   

 

Furthermore, we objected to the fact that PPP had attempted to engender opposition to any changes to the 

funding model by asking consultees whether they were prepared to contribute resources towards a further 

review, rather than acknowledging the reality that a review had in fact already been conducted and no 

additional industry contribution was required simply in order to implement its recommendations.  We also 

objected to PPP’s negative bias by which it made no reference to the positive benefits which a fairer and 

more equitable funding model would generate.   

 

TNUK reiterated many of these points in response to PPP’s more recent Call for Inputs on the Code of 

Practice which again referred to PPP’s apparent commitment to the ‘polluter pays’ principle.  In this 

response we also highlighted that PPP’s reference to a ‘lack of consensus for change’ as the only 

justification for not changing the funding model constituted a very poor response from a regulator, who 

cannot possibly act only where there is agreement and consensus for it to do so, from those whom it 

regulates. 

 

In the Business Plan & Budget 2014/15 consultation, PPP addresses this issue very briefly right at the end 

of the document, when it refers rather disparagingly to a “vocal minority” who are in favour of the adoption 

of a fairer model of PPP funding.  TNUK regrets that PPP is once again entirely unable or unwilling to 

engage with the substance of the points which we have made. 

 

Instead, it merely repeats the erroneous statement that further funding would be required to engage 

external consultants to conduct a review of the funding model, when in reality an independent consultants’ 

review has already been conducted and PPP simply chose to ignore its findings and recommendations.  

Rather than requiring additional funding, PPP has wasted the money already spent on the KPMG review by 

completely disregarding it. 

 

PPP also repeats its peculiar justification that a funding review cannot take place unless there is a 

“consensus” or an “appetite” for it, which clearly ignores the rather obvious point that those who currently 

benefit from the unfair funding model in place will never have an “appetite” for it to change in a way which 

would financially disadvantage them.  It further ignores the fact that there is no consensus in favour of the 

current funding model and therefore no reason why it should remain in place. 

 

TNUK does not intend to repeat once again the detail and substance of the arguments which we have 

made in our two previous consultation responses referred to above, particularly as PPP has stated its 
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complete unwillingness even to engage in the debate, regardless of the merits of the arguments put.  

Nevertheless, for the avoidance of any doubt, we entirely stand by the points which we have previously 

made and we regret that PPP has been unable to provide any meaningful response to them. 

    

Resources and activities 

 

In response to the Business Plan & Budget 2013/14, TNUK also outlined some ways in which we felt that 

individual PPP activities could be funded more fairly than via the general levy.  As PPP has stated that it is 

unwilling to consider changes to the funding model itself, we consider that this is the next best means by 

which the current inequities can be addressed.  Furthermore, it addresses very directly PPP’s commitment 

to furthering instilling the principle of ‘polluter pays’. 

 

The most resource intensive element of PPP’s activities is ‘Enforcement – Investigation’ which accounts for 

27% of its entire budget.  However, it is unclear to TNUK how much of this cost is subsequently recovered 

in the administration fees charged to providers who are the subject of those investigations.  It is odd that 

this is not stated explicitly in this section of the consultation, particularly in view of PPP’s earlier references 

to “the continued and extended use of internal time recording methodology and systems to more accurately 

and comprehensively record the number of hours billable in investigating a case…” 

 

However, it is TNUK’s understanding that not all of the costs of PPP’s enforcement work are in fact 

recovered by fees.  This means that, through the general levy, other providers are having to pay the bill for 

those whose activities have caused the resources to be spent.  There is simply no reason nor justification 

as to why this so obviously unfair situation should be allowed to occur. 

 

We would therefore welcome PPP’s confirmation that all of the costs of its enforcement activity should and 

will be recovered through the administration fees.  Of course those fees must be set not merely to ensure 

that they cover the relevant staff costs, but also to include a proportionate contribution towards PPP’s other 

general overheads.   

 

In particular, TNUK believes that the administration fees should also include a contribution towards the 

costs of ‘Consumer Support’.  It is entirely logical and reasonable to assume that the services which have 

generated the need for PPP to take enforcement activity have also generated calls to PPP’s consumer 

support line.  It is similarly therefore reasonable to expect that these service providers should make a 

contribution towards the paying for the costs of the consumer support for which they have created the 

need.             

 

The second largest area of PPP expenditure is ‘Industry Support’.  Whilst this is clearly a very necessary 

and worthwhile aspect of PPP’s work, TNUK does not believe that there is any reason why it should be 

funded out of the general levy. 

 

To be clear, when providers seek PPP’s advice and guidance, they are not doing so out of any altruistic 

sense of goodwill, but rather they are doing so in order to support their own commercial business models.  

Specifically, they may be considering whether a particular potentially profitable service will or will not be 

permitted by PPP.  That is an entirely legitimate approach for them to take, but there is no reason why the 
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bill for that advice should be paid by their competitors any more than their bills for any other type of 

professional advice would be paid by others.   

 

Once again, for this service to be funded out of the general levy obviously discriminates against those 

providers who do not cause those costs to be incurred and in favour of those who do.  PPP has previously 

said that it did not know if it could continue to provide the service free of charge and TNUK believes that the 

time has now come to find a way to recover the costs from those who use the service.   

 

The obvious way in which to do this would seem to be for industry support to be provided by PPP via a 

premium rate telephone line.  Not only would this be supporting and promoting the industry in the most 

public manner, but it is also the most suitable payment method and also one to which no provider could 

surely have any principled objection. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

All queries in relation to this response should be to Simon Grossman, Director of Government, Regulatory & Business 

Affairs, The Number, Whitfield Court, 30-32 Whitfield Street, London W1T 2RG – simon.grossman@118118.com – 

07971 050 001 


