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PhonepayPlus Business Plan and Budget 2014-15 
 
Vodafone welcomes the opportunity to respond to PhonepayPlus’ consultation on its 2014-15 
plan and budget. 
 
About Vodafone Ltd 

Vodafone comments as a UK fixed-line operator as well as mobile operator.  Following 
Vodafone’s acquisition of Cable and Wireless Worldwide in July 2012, it is now a significant 
presence in both markets. 

Questions 
 
Q1: As we commence the review of our next three-year plan, do you have any comments or 
suggestions about the strategic priorities that PhonepayPlus should focus on over the next 
three years?  
 
PP+ should continue to build a regulatory system on which consumers can rely, which is cost-
effective in relation to the services being regulated and which aims to support a commercially 
successful sector.  It should accept and allow the development of new services and business 
models, ensuring that its regulation protects consumers, but does not unnecessarily inhibit 
legitimate applications. 
 
We would stress that, in an increasingly globalised business environment, it is important that 
the UK market does not have (and is not perceived as having) higher regulatory barriers to 
entry for legitimate market players.  Perceived barriers to entry can deter international 
companies from investing and launching new, innovative services. 
 
We support PP+’s three overall principles: 
 

 An outcomes-based Code with fewer rules;  

 A lighter level of intrusion for minor breaches through an informal resolution process; 
and  

 Targeted regulation bearing down more heavily on the end provider rather than the 
intermediaries  

 
Q2: Do you agree with our assessment of the current and future direction of the market?  
 
We broadly agree that the market will be characterised by some decline, with substitution 
from devices connected to alternative means of payment as well as from content that is freely 
available online. 
 
We would stress that the period running up to the June 2015 implementation of Ofcom’s NGCS 
unbundling solution could be a period of particular uncertainty for the market and we will look 
to PP+ to engage stakeholders to provide clarity and certainty. 
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In terms of the emergence of PRS as a payment method, separated from content or service, 
we would urge PP+ to ensure that its regulation is proportionate, coherent and consistent with 
general consumer law as well as communications law, and does not simply form another layer 
of complex and costly regulation. 
 
Q3: Do you agree with our proposed priorities and work plans for 2014/15? If not, why not?  
 
We broadly support the proposed priorities.  Making the polluter pay and being an enabler of 
PRS-based charitable-giving would seem especially valuable contributions to market 
development.  We would urge a consumer-focused, but proportionate evidence-led approach, 
to developing markets, such as online (affiliate) marketing. 
 
We support the Code as being a flexible tool, adaptable to further market developments, but it 
is important that PP+ has full cognisance of its regulatory remit set out in the Communications 
Act 2003 and by Ofcom.  Great care should be taken with any real or perceived move into the 
regulatory competence of financial regulation or the regulation of the internet.  In areas such 
as affiliate marketing or malware it is important for PP+ to focus on the premium rate 
elements of any spam and scam. 
 
As PP+ will be aware, there is some concern over the issues brought to mobile operators’ 
attention by premium rate providers regarding affiliate marketers.  In recent months, some 
very large fines have been levied against providers for breaches of the Code by affiliate 
marketers.  We fully acknowledge that if Code breaches are occurring, this has to be dealt 
with.  However, it is being fed back to operators that some merchants are considering whether 
to leave the PRS market, because they do not understand the basis on which fines are being 
levied and that, prima facie, they appear to be disproportionate to the harm being caused. 
 
We would suggest therefore that it might be beneficial to have greater transparency in the 
way in which fines are calculated, so that they are demonstrably proportionate and fair to all 
parties.  The impression being given (which may or may not be the case) is that a whole service 
is being held in breach, and fined accordingly, when only a small proportion of the associated 
affiliate marketing is ‘rogue’ and is causing consumer harm.  We would support PP+ looking to 
create a more transparent approach that does not push legitimate providers away from PRS 
and thus maintain protection for consumers whilst at the same time providing clarity to the 
industry on the link between harm and fines. 
 
Finally, we would suggest that PP+ should prepare for wider engagement on the issue of 
higher-rate PRS (HRPRS) coming into effect via Ofcom’s proposed unbundling solution, with an 
implementation date of 2015.  Thorough preparation should be made for the introduction of 
the planned £6 per minute / £3.60 a call on fixed lines, given the new risks of fraud and abuse. 
 
Q4: Do you support our proposed resource allocation for 2014/15? If not, why not?  
 
The budget of regulatory bodies should not be on the increase – especially when regulating a 
market which is in decline (with a sharper decline predicted in 2014/15).  It is especially hard to 
support an increase in staff costs of nearly 6% at a time of recessionary pressure. 
 
We would suggest that PP+ should consider how automating some of its practices could drive 
savings and efficiency at a time of increasing pressure on the service provider and wider 
premium rate services community. 
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Q5: Do you agree that the charging model should remain unchanged during 2014/15? If not, 
why not? 
 
Yes.  We support the ‘polluter pays’ principle and feel that this can best be achieved by 
ensuring that fines are levied on wrong-doers.  We support PP+’s intention to improve fine 
collection rates. 
 
We also welcome a review which would examine how the Code can support the polluter pays 
strategy.  It is important that PP+ can not only demonstrate that it is levying (and recovering) 
large fines from the worst offenders, but also that this activity is serving to improve 
compliance levels.  Feedback received by Vodafone suggests that industry can see ever-
increasing levels of fine but that these are being applied mechanistically and without having 
any appreciable improvement in the compliance levels of market participants.  The success of 
increased fine revenue should be set against a measurable improvement in the incidence of 
consumer harm.  A rising levy, combined with ongoing spam and scam, is a threat to the 
legitimate service provider market – the vast bulk of the market as it will deter new entrants 
and encourage existing organisations to reduce or withdraw their participation. 
 
 
 
Vodafone Ltd, January 2014 


