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London SE1 2NQ 

 
Dear Paul 
 
Draft Three Year Strategic Plan 2011/14 
 
The MBG welcomes the opportunity to comment on PhonepayPlus’s draft strategic plan for 
2011/14. As part of this exercise, we have reviewed the outturn from the 2008/11 strategic plan 
and are pleased to note that, for the most part, the goals set back then have been realised – in 
particular a greater level of compliance with the 11th Code and a considerable reduction in 
complaints from the public over the period. While many across the value chain have played a 
part in achieving this, one of the contributory factors has been better communication and 
collaboration between industry and the regulator. 
 
With the introduction of the 12th Code and the new registration scheme, PRS regulation is 
entering a new and potentially very challenging phase. While the MBG very much supports the 
outcome based approach, we recognise that the new structure gives the regulator and the 
compliance panel greater discretion for dealing with wrongdoing across the value chain. As a 
consequence, there is considerable work to be done during the initial phase to make sure that 
the regulator and the regulated have a strong understanding of what to expect from each other, 
in terms of compliance by industry and consistent, proportionate enforcement by the regulator. 
 
In passing, we would also like to point out that  the MBG does not support the use of the 
expression ‘phone-paid’, as it is neither legally correct nor sufficiently clear to the public with 
respect to the scope. Once Ofcom has concluded its scope review, and if PhonepayPlus 
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continues to believe that ‘premium rate service’ is not a user friendly term, we would like to 
explore alternatives. 
 
The wider context for the strategic review is that there has been huge growth in the purchase of 
value added services for mobile devices (mostly in app. stores) but PRS revenues have 
remained flat (or fallen) during this time, even though charging a product or service via PRS 
remains a convenient way of paying for services. From a strategic point of view, industry wants 
PRS to be a micro payment mechanism that is not disadvantaged by the regulatory regime, 
vendors choose to offer as a payment mechanism and customers are confident to use. An 
important element to this is that PRS are consistently and proportionately regulated and that 
vendors can be innovative with new services without fear of unpredictable and inflexible 
regulation. 
 
To this end, in the first phase of the 12th code, regulator and industry will have to work closely 
together to establish how to make the best use of the new registration scheme to aid due 
diligence and to ensure that Level 2 providers with a poor track record are appropriately tagged. 
Providers also need to understand better the sanctions policy of the code compliance panel. We 
understand that PhonepayPlus is shortly to undertake a review of the sanctions policy. This is 
good news. The industry needs to be confident that the system is operating fairly and 
distinguishing clearly between those that set out deliberately to cheat consumers and those that 
make inadvertent mistakes. If merchants do not properly understand the enforcement policy, it 
can have a chilling effect on investment in PRS. 
 
We also need to be aware that, with a less prescriptive Code, there is greater scope for the Code 
to accrete custom and practice through the adjudication system setting precedent. The Executive 
will have to be very alive to emerging issues for which it would be appropriate to have guidance, 
as opposed to waiting for a Panel adjudication to effectively set policy.  
 
This is particularly so when the growth of value added services on the Internet (such as on-line 
gaming), some of which may use PRS as a payment mechanism, will be challenging for 
everyone in the value chain to understand and develop appropriate policies for. 

With respect to PhonepayPlus’s specific proposals, we support the greater emphasis on being 
efficient. The companies that PhonepayPlus regulate have certainly been under considerable 
pressure to be more efficient and it is welcome that the regulator aspires to greater efficiency too. 
As such, the strategic review would benefit considerably from some broad metrics to capture this 
increased efficiency, in terms of, perhaps, lower levy, lower headcount and speedier resolution of 
cases.   
 
The MBG looks forward to working with PhonepayPlus on the implementation of the strategic 
plan over the next three years, in particular the transition to the 12th Code. 
 
Yours sincerely, 
 
Hamish MacLeod 

Hamish MacLeod 
Chair, Mobile Broadband Group 


