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Paul Whiteing 
PhonepayPlus 
Clove Building 
4 Maguire Street 
London SE1 2NQ 

 
Dear Paul 
 
Draft Business Plan and Budget 
 
The Mobile Broadband Group (MBG) welcomes the opportunity to respond to 
PhonepayPlus’ consultation on the draft business plan and budget. 
 
The MBG supports the overall strategic direction of the plan – to foster trust in premium rate 
services through measures that seek to pre-empt and prevent problems and to protect 
customers from scams and malpractice. These goals are very much aligned with actions that 
mobile operators themselves take, through their codes of practice, to stamp out non-
compliance in the PRS value chain. 
 
Having said that, the MBG believes that PhonepayPlus should give further consideration to 
the following matters before finalising its plan: 
 
The total level of expenditure  
 
PhonepayPlus is correct to point out that the industry is going through an extremely 
challenging period. The overall economic outlook has compounded a situation that was 
already difficult. For the time being the market appears to be falling rather than rising. 
PhonepayPlus will not be surprised that in such circumstances, industry strongly questions 
the appropriateness of submitting an increased nominal budget.  
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As your Draft Plan notes, levels of business for the coming year are likely to be roughly 20% 
below the industry value in 2003, when the ICSTIS budget was £2.4m. Following the Internet 
dialler problem in 04/05 and the DTI review, the ICSTIS/PhonepayPlus budget took a step 
change upwards. The prospective budget of £4.5 is nearly double 2003 (in nominal terms), 
representing a compound growth rate of around 14%. However, even though business levels 
and complaints on a like for like basis are trending down towards ‘pre-dialler’ levels, the 
PhonepayPlus budget is trending in the other direction. This is clearly not sustainable. 
 
It is not acceptable that regulatory budgets remain impervious to the economic environment 
in which they work, when the industry being regulated is subject to cut-throat market forces. 
The MBG prefers to make this macro observation than make a line by line critique of the 
budget - in any event the lack of a detailed budget constrains MBG from detailed analysis of 
the budget -   and urges PhonepayPlus to look much more rigorously at how costs can be 
cut and activities re-aligned to achieve efficiency savings more quickly. We note that salary 
costs are up 2.5%, even though headcount is down, suggesting salary increases greater 
than are prevalent in industry and that it is anticipated there will be a budgetary overspend in 
the current year, despite there being an 8% increase in the 2008/09 budget, the majority of 
which was justified at the time as being required for  regulating 0871 in 08/09 – an activity 
that in the event has not been required in full.  The MBG is therefore at a loss to understand 
how there is an overspend when the provision made in the budget for the regulation of 0871 
has not been required, and we would welcome clarification on this point. Again there seems 
to be a large provision for another overhaul of the web site, which is frustrating particularly 
as there is no detailed justification for this work. 
 
Our impression is that more could be done working with aggregators to improve information 
providers’ compliance in that part of the value chain. We are sceptical that £190k spent on 
events and consumer education can really deliver value for money. We would encourage 
PhonepayPlus to carry out an exercise to measure the effectiveness of public awareness 
work already completed before committing to further work in this area. In the absence of 
such a benchmark, the MBG cannot see how PhonepayPlus can demonstrate that this 
outlay meets a value for money test.  
 
The MBG urges that this principle of assessment is also applied to its research budget, 
which we note is included in the external services budget which is proposed to increase by 
£89k for 2009/10.  It is unclear what proportion of the external services budget is allocated to 
external research, and we would welcome clarification on this point. PhonepayPlus has 
carried out significant external exercises in consecutive years, which is a large cost. Does it 
represent value?. We also question why following the establishment of internal functions for 
legal and research work, the external services budget is earmarked for the largest proposed 
increase.  Surely in view of the increased availability of internal resource the requirement for 
expenditure on external services in these areas should be falling. It would have been helpful 
for a research plan to have been published alongside the draft plan and budget in order that 
industry could respond to the proposed budget increase from a more informed position.  
 
Furthermore, the MBG cannot see how PhonepayPlus will be able to meet the target within 
its three year strategy to achieve a reduction of up to 10% in relation to the size of market 
regulated, if this budget is to go through. A pro rata reduction is relatively easy to achieve in 



a rising market but much harder in a falling one. Even so, it is still a valid and worthwhile 
objective. 
 
Polluter Pays Principle and Financial Transparency  
 
One way of ensuring greater fairness in the distribution of regulatory costs is for 
PhonepayPlus to target its activities towards developing an effective ‘polluter pays’ strategy. 
The MBG congratulates PhonePayPlus for achieving much higher fine collection rates than 
in recent years. However, while the draft plan refers to the ‘polluter pays principle’ by stating 
that the CCP’s costs are being covered by the administration charges, it is silent on the level 
of charges recovered. The principle should extend to covering the investigation teams’ costs 
as well.    
 
Highlighting this principle as a PhonepayPlus objective lends itself to ensuring efficiencies 
are implemented throughout the organisation, including developing a transparent and robust 
credit control process. Quarterly reporting along the following lines provides PhonepayPlus 
with a clear results-based objective that can be easily measured and implemented:  

• how much has been invoiced in administration charges?  
• how much of that has been recovered?  
• how long did it take to collect?  
• how much of the CCP’s and investigations team’s costs are covered by this income?  
• How much income is derived from Prior Permission applications? 
• How much of the prior permissions income covers the CCP’s costs?  

 
The balance between administration charge income and cost of investigation and 
adjudication is the figure that impacts on the overall levy; a balance showing a decreasing 
value will demonstrate PhonepayPlus’ commitment and success in meeting this objective.     
 
 
Key Performance Indicators 
 
The MBG understands that PhonepayPlus is to review its Key Performance Indicators in the 
coming year. This is timely and a good thing to be doing. The current measures are 
important but PhonepayPlus lacks an agreed and objective measure that justifies the high 
level of regulatory cost (PhonepayPlus has much higher costs than the Advertising 
Association and Ofcom, for example, in relation to the value of industry regulated). In the 
absence of such a measure, the board and stakeholders lack any yardstick against which to 
measure the appropriate level of budget. What objective measure would signal that it was 
ever justifiable to make real cuts in regulatory costs? As matters stand, the industry appears 
to be stuck with an ever rising budget and little prospect of returning to 2003 levels (in real 
terms), even if there was a substantial reduction in complaints. The MBG trusts that 
PhonepayPlus will engage with all stakeholders in the review of KPIs. The MBG would 
welcome the opportunity to contribute. 
 
The MBG would also like to discuss an improved financial process for monitoring the level 
and timing of payment withholds and releases, when IPs have paid their dues to 



PhonepayPlus. This is system presently in place is not properly controlled and is  
haphazard. 
 
Proactive monitoring of high risk services 
 
One area in which the MBG feels PhonepayPlus could re-align its activity relates to proactive 
monitoring of high risk services. It is not clear from the Draft Plan how much proactive 
monitoring already goes on but we believe there is no systematic process for end to end 
testing of services that are known to give rise to a high proportion of complaints (such as 
subscription services). One MNO sub contracts the systematic monitoring and recording of 
several hundred services per month. As it happens, the testing does not relate directly to 
PRS but the principle is the same. Systematic testing achieves good results, high levels of 
compliance and catches non-compliance before it can cause wider problems. These results 
are likely to be even more useful were PhonepayPlus to share its results with the MNOs so 
that they may consider breaches of the Mobile Operator Code where appropriate. This 
practice already operates to some degree in the form of the OCP alerts that PhonepayPlus 
issues by email to OCP fraud teams. Using minimal resources, PhonepayPlus could build on 
such successes. The MBG is convinced that PhonepayPlus would be able to regulate more 
cost effectively by building on existing stakeholder relationships and sharing with them a 
programme of activity targeted at services that are known to be high risk. Such an approach 
would be highly aligned with the pre-empt and protect agenda.  
 
 
Regulation of 070 
 
The MBG agrees with PhonepayPlus and Ofcom about the need to rid the market of 
information providers that attempt to scam customers through the use of ‘one ring’ calls. We 
have recently responded to Ofcom seeking that they become more engaged in the campaign 
against these scams. We felt the pricing transparency measures proposed for 070 did not 
get at the heart of the problem. We also mentioned that we felt the main non-compliance 
was the failure by providers to use the correct number range for PRS (rule 3.3.1) and that it 
was not necessary for PhonepayPlus to cite all the other areas of the Code with which a ‘one 
ring scammer’ may not have complied.  
 
With respect to the Draft Plan, we are not clear how the cost of regulating 070 is covered. 
Presumably there is no system for collecting levy from these illegitimate services. The MBG 
feels that there is a strong case for asking Ofcom, on whose behalf PhonepayPlus is 
administering the Code, to cover the cost. We recognise that mobile operators will end up 
paying under a different guise but feel that if the costs are significant, such hypothecation is 
appropriate. Otherwise PhonepayPlus could be unfairly criticised for a ballooning budget 
when some of it arises from new and unbudgeted for activity. 
 
Priorities for 2009/10 
 
We note that the strategic objectives make reference to the Ofcom scope review, however it 
does not appear that PhonepayPlus propose to review the current communications market 
to ascertain whether all premium rate services as defined by Section 120 of the 
Communications Act are currently being regulated.  PhonepayPlus will be aware of the 



mobile operators concern that on demand, own portal services provided by mobile 
operators, and charged direct to the customers bills are deemed by PhonepayPlus to be 
premium rate services and yet on demand, own portal services charged direct to the 
customers bills but provided by other providers (such as Tiscali, or BT vision), are not 
currently being regulated by PhonepayPlus.  These services are identical in delivery and 
billing, therefore it follows that if one is premium rate then all are.  We would welcome 
clarification from PhonepayPlus as to how it intends to address this inconsistency. 
 
Questions 3 & 4 ask about market trends and how PhonepayPlus can effectively gather this 
information.  MBG would welcome clarification as to how the information in the quarterly 
returns is used by PhonepayPlus to understand market trends, and what in addition to this 
information on market size and expenditure PhonepayPlus believes it requires 
 
MBG also notes that PhonepayPlus intends to review customer complaint processes during 
2009/10. However Ofcom are also in the midst of a review of customer complaints 
procedures and we would welcome clarification as to how PhonepayPlus’ review fits with 
and does not duplicate or add to any recommendations that Ofcom might make.  
 
In conclusion, the MBG assures PhonepayPlus that it will continue to work constructively 
with PhonepayPlus towards the objective of delivering more cost effective and better 
regulation but we strongly urge that you take a much harder look at costs and key activities 
before signing of the final version of the 09/10 Plan and budget. 
 
Yours sincerely 

 

Hamish MacLeod 

 

Hamish MacLeod, Mobile Broadband Group 

  

 

 


