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Executive Summary  
 
This year's investigation of the current and future market for premium rate services (PRS) has got consumer research at 
its core, including both qualitative consumer discussions and a quantitative study of 5,001 respondents. In addition, we 
have conducted desk research, industry interviews and an industry survey.  

We estimate that premium rate revenues, excluding VAT, totalled £810 million in 2009. This includes £78.2 million 
generated through 087 numbers, leaving a premium market value excluding 087 of £731.8 million, an 11.4% decline 
compared to the 2008 equivalent of £826.2 million.1  

Our research suggests that at least part of the decline in the premium rate market is due to more stringent regulation and 
heavier fines driving out some companies who may not have played by the rules. While that decline is, then, in some 
ways a 'positive' for the consumer, it is clearly an issue for the industry that legitimate services have so far failed to make 
up the shortfall.  

As in previous years, the single biggest reason why consumers are not using premium rate services is simply that they 
don't find the services on offer interesting. Among 11-19 year olds, however, only 47.7% cited this as the reason for not 
using PRS, compared to 76.6% of adults. A major factor likely to drive further usage should therefore be innovation and 
development of new service offerings that are really compelling to end-users.  By comparison, lack of trust is a far less 
substantial barrier to usage. Combined, only 14.4% of non-users of PRS say they don’t trust paying in this way or don’t 
trust the companies advertising PRS services.  

Trust is, however, often regarded as a barrier that remains difficult to shift. Using certain language around services can 
fuel distrust - for example in the case of 'premium rate lines', which consumers immediately relate to adult content. In our 
consumer groups, it appeared that trust in PRS is founded on a mix of expectations and perceptions. Partly, there was 
an assumption that communications operators would address any problems that may occur, but consumers also strongly 
relied on the impression a service was giving to the end user. This could be based on awareness of the brand providing 
a service, or be more subtle, based on the impression of a service given how it presents itself or where it advertises.  

Both our quantitative and qualitative research suggests that for consumers, lack of clarity of pricing for services billed by 
premium rate remains a big obstacle. In the quantitative study, 45.1% said they were typically not certain how much 
they'd be charged when they saw PRS services advertised. Of this audience, 71.1% said this uncertainty had stopped 
them from using services. Those uncertain about the cost are also, in all cases apart from using directory enquiries, less 
likely to have used PRS services in the past six months. It is clearly a barrier to growth.  

Although non-users cannot find services that interest them, consumers in our groups were generally aware that there is a 
wide variety of services in the premium rate sector. While in the industry, premium rate services are often grouped as a 
common set of services, consumers unsurprisingly see each type of phone paid activity as quite distinct. They are 
focused on the value they get out of the service they're using rather than the payment mechanism.   

                                                             
1 2008 market value based on the same methodology, outlined in section 1.3 below. 
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Much of the service innovation that could have taken place within the premium rate sphere is currently focused on other 
platforms - such as the internet and mobile applications, which are not necessarily paid through the phone bill. Certain 
PRS services are also starting to move to other platforms, in particular online, and with this to other payment 
mechanisms. A range of our interviewees were stressing that this has been made possible by the fact that consumers 
are now typically comfortable using credit cards online.  

Content providers have a number of reasons for migrating services away from PRS to other payment platforms. This 
includes the ability to have a closer relationship with users and cross-marketing services when billing this way. Content 
providers also like the fact that credit card billing allows greater flexiblity in price points. Some also cite stringent 
regulation and  what they consider to be inconsistent issuing of high fines in the premium rate space.  

Nevertheless, the expectation is that the number of providers offering consumers a range of different payment 
alternatives to choose from will increase. Ultimately, then, the user may decide where the market goes.  

Increasing use of internet-capable mobile devices is meanwhile leading to a shift from some premium rate services to 
free options, as both information and entertainment is accessible for free from search-engines or websites on the 
phone's browser. Increased use of data services does, however, also equal a shift in user-behaviour. Consumers with 
more user-friendly, feature-rich phones access more services than those without these devices. This could 
simultaneously encourage use of more paid-for services on the mobile internet, or through mobile applications, going 
forward. Not all this usage is likely to be paid for through PRS, however.  

A case in point here is mobile applications - 2009 has been the year of the application store, with excessive hype around 
mobile apps. However, the success of the iPhone app store, in particular, has also generated renewed interest among 
companies from a range of sectors in the possibilities that mobile can offer.  

Some interviewees say the impact of smartphone usage, the internet free services this makes available, and free or paid-
for mobile apps, is already noticeable on some PRS services. Others, however, talk more about it as a problem likely to 
emerge going forward.  

In our consumer groups, many didn't believe that they would typically go online on their mobiles to find information or 
access services if there was the alternative to do so by text or voice. For certain services, such as directory enquiries, 
this was largely due to brand-loyalty and the way they regarded the DQ service as a 'trusted friend'. Others, in our 
younger groups, however, argued that slow connection speeds and network issues on the mobile internet meant that 
going online was often too much of a hassle if there was an alternative. With quicker access and more user-friendly 
interfaces, this obstacle should be removed, but it's currently very much part of the user experience as these consumers 
see it.  

The full impact of open mobile internet browsing on the market will only be felt once all obstacles to regular use 
disappear. The 18-34 year-olds who are most likely to use many premium rate services are also the ones most likely to 
be looking at acquiring a mobile internet device, get a flat rate data plan and regularly use the mobile internet, according 
to our quantitative study. This would, then, suggest that services will come under increasing pressure from free 
information and entertainment available over the internet.  

To counteract the impact of freely available internet content, companies could focus on providing a better, more 
convenient service than consumers can get for free. Building brand loyalty, both through a great user experience and 
traditional branding campaigns, is another way of keeping consumer loyalty. In our groups, those consumers who had 
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found a service they trusted often (but not always) felt they would be using this even if they were able to access the 
information for free.  

 

Premium rate payment mechanisms 

All premium rate payment mechanisms suffered to some extent in 2009, but premium lines (outside of the Participation 
TV sphere) appear to be the hardest hit. Directory enquiries represented 27.2% of the total market in 2009, compared to 
39.1% for PSMS/PMMS and 30.8% for all premium voice.  

The market for premium rate voice is in steady decline, according to industry. In 2009, traditional premium voice lines 
generated revenues of £171.0 million, while the 087 range is estimated to have generated £78.2 million.  

Industry sources argue that the upper limit of £1.50 per minute charge is not sufficient for some services, which instead 
are moving online and being billed via credit card. Other barriers to further usage include the increasing shift of voice 
traffic to mobile devices, given the uncertainty of price 
points for these numbers from mobiles.  

According to industry sources, there has been some shift 
of usage to 0844 and use of 087 has declined in the past 
year. Earlier interviews conducted by Thinktank suggested 
there was concern in the industry about regulation for 087 
becoming more stringent as PpP took over this 
responsibility.  

Our quantitative data shows that only 9.9% of consumers 
are happy using premium voice lines as a way to pay. It is 
clear that this question, asked 'cold', underestimates the 
total market reach for premium rate lines, however - more 
than 30% of the same sample said they had cast votes on 
TV shows using voice in the past six months. Clearly, a 
trusted, or compelling enough, dropped-charge service 
offering means that concerns around the payment 
mechanism can be set aside in consumers' minds. Furthermore, in our older groups, consumers much preferred calling 
in to vote on reality shows as they felt that it added to the entertainment value in a way that text did not.  

Consumers in our groups were suspicious of premium rate lines (except directory enquiries).  They expected that waiting 
times would be dragged out and that the provider would try to keep them on the line for as long as possible. Calling 
premium numbers was also a concern because they were not certain how much it would cost them. Both quantitative 
and qualitative research shows that uncertainty over pricing is a major issue overall. Industry sources also repeatedly 
stress the negative impact of the ambivalent pricing from mobiles, given the prevalence of mobile use.  

On the other hand, where a service is perceived as delivering real value, consumers have less concern about the cost. In 

groups, some consumers cited £1/minute car mechanic help or plumbing advice. While both are clearly expensive as a 

phone line, they were perceived as cheap compared to getting a mechanic or plumber called out.  
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The market for premium messaging has also contracted in 2009, generating £316.7 million during the year. In our 
industry interviews, there was a general consensus that the premium messaging market was down. However, only half of 
those responding to the industry survey concurred - 20% believed it was stable and 32% that there had been some 
growth. This suggests that at least certain segments of the market are growing.  

Overall, however, the industry's outlook for PSMS is more positive than expectations for premium voice. This sentiment 

is supported by consumer attitudes to using text as a payment mechanism. In our groups, there was some very clear 

affection around paying by text. It is seen as hugely convenient, quick and simple. It extends an activity consumers were 

already used to (texting) into a way of paying, voting or donating to charity. Clarity of pricing is also a significant positive.  

Interestingly, even those in our groups who had in the past had problems with what they perceived as being 'ripped off' 

by subscription services now felt comfortable paying by text for other services (though not those similar to ones they had 

problems with). Here, each service appears to be judged based on the appearance of the brand/provider behind it.  

Premium SMS as a payment mechanism is certainly not likely to be disappearing anytime soon, but there is a risk that a 
successful launch of a more commercially focused 'text-trigger' payment service could pose a threat in the longer term. 
However, conversely, growing trust in PSMS as a payment mechanism could help fuel growth. From a consumer point of 
view, trust would be further boosted if they see a greater number of established brands using PSMS.  

Mobile internet payments, including Pay For It, the cross-operator mobile internet billing scheme which can also be used 
on the fixed internet, is estimated to have generated some £21.4 million in 2009, taking a 2.6% share of the market.  

In our quantitative sample, quite significant shares of users had paid for services over the mobile internet in certain 
categories - 48.4% of mobile games buyers, 41.1% of mobile video or music buyers and 33.7% of users of Flirt, dating or 
chat services (non-sexual). It seems likely that Payforit will continue to grow - but to some extent by stealth rather than by 
design, given that no brand building is occurring for it as a payment mechanism.  

Red Button is estimated to have accounted for 0.3% of the overall PRS market in 2009, generating some £2.3 million in 
PRS revenues. The quantitative study showed that 25.6% spontaneously felt happy paying for premium content using 
Red Button.2  

 

                                                             
2 Question asked: Which of the following statements apply to you? - I don't mind payiing for things (other than films or TV shows) using the red button on 
my Sky or Cable remote. 
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Premium rate service areas 

In our groups, there was a clear delineation between services that served a utilitarian purpose and those that provided 
entertainment or distraction. Unsurprisingly, it appears that price elasticity is greater for services that consumers deem 
useful. Overall, Directory enquiries (DQ), adult entertainment and 087 business information lines represent the greatest 
amount of PRS revenues generated in 2009, while competitions were the service consumers said they’d used the most. 

The largest single service area remained directory enquiries, which generated £220.5 million in 2009, representing 
27.2% of the market. The category is undoubtedly under pressure from both the internet in general and the increasing 
use of mobile internet services, however. The quantitative study showed that 32.8% of the total population had called 
directory enquiries in the past six months - but the majority (26.4% of the total sample) had done so less than once per 
month.  

It is worth noting that specific service areas appear to be doing well. In our industry survey, many stressed that 
competitions are on the increase. In our consumer groups, users saw this type of activity as a bit of fun. They felt that 
spending £1 or so on a competition was purely discretionary. Participation TV, in particular voting, is also growing again. 
The vast majority of revenues are coming from votes cast through premium voice, since many major TV shows are still 
shying away from using text as a voting mechanism.  
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1 Methodology 

PhonepayPlus has for the past several years commissioned reports looking at the current status and future expectations 
of the premium rate market it regulates. Recent reports from Analysys Mason (2008) and Fathom Partners (2007) have, 
in addition to looking at the market, provided detailed examinations of the structure and value chain in the premium rate 
industry. This report aims to build on that work, rather than repeat it, so we'd like to refer you to these two reports, both 
available from the PhonepayPlus website,3 for information on industry background and structure. In this report, we 
highlight changes to the industry over the past year.  

The core of this report is based on insight from the demand-side of the market: consumers. This comes from a 
combination of qualitative and quantitative research methods. We have used these consumer views, together with those 
from industry, to build an overview of what is happening in the market today. Input into the report comes from: 

Consumer groups 

‐ two groups of heavy users of premium rate services (eg use some form of PRS at least once per week) 

‐ two groups with a mix of medium (use PRS once or twice a month) and light (use PRS less than once a 
month) users 

Quantitative research (carried out by Lightspeed Research)  

‐ UK online sample of 4,000 adults (18-64 years old) and 1,000 children (11-17 years old)  

Consultation with industry 

‐ interviews with more than 15 companies and organisations across the value chain and beyond - including 
but not limited to AIME, Sports & Media Group, nfpSynergy, MX Telecom and MEF.  

‐ an industry survey which had 122 responses, 70 of which were complete (see chart below)  

Desk research 

‐ external sources and internal material available to PhonepayPlus 

Market sizing 

‐ Outpayment data from PhonepayPlus (top-down)  

‐ Sources as outlined above (bottom-up) 

 

 

 

                                                             
3 See http://www.phonepayplus.org.uk/output/Research.aspx 
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1.1 Qualitative research 
We used qualitative research as the bedrock of this study in order to really get under the skin of what consumers like and 
dislike about premium rate services, how they relate to them, what their language is around them and how their use of 
services is likely to develop. In consumer groups, we were able to discuss more complex issues that are very hard to 
tackle in quantitative research.  

Qualitative research is by its nature dependent on analysis of the consumer response - including not only what they say, 
but how they say it, their body language, attitude and so on. It allows us to get much deeper insight into how and why 
consumers behave the way they behave. Understanding consumer language was furthermore crucial in enabling the 
design of the quantitative research, to ensure consumer comprehension by phrasing the questions correctly.  

The consumer group discussions also allowed us to get an understanding of where consumers themselves may under-
estimate their use of services. We also observed how consumers can view as identical processes that, from an industry 
or back-end perspective, are different. You will find references to this throughout the report in our analysis of the 
quantitative findings. 

The audience in our groups spanned a fairly broad range of careers, from parking attendant to software engineer, 

administrators to a photographer. We had a mix of singles and those with partners and children. In line with their life-

stage, the older age groups were typically more settled, with families.  
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Leisure pursuits among the audience were also fairly typical, according to lifestage. Participants typically enjoyed 
socialising, with some keeping fit by going to the gym or doing sports or yoga and others having creative hobbies like DJ-
ing and dancing.  

We recruited a mix of contract and pay-as-you go users. Many had voted on reality TV shows, some had donated to 
charity using text and some were relatively frequent users of specific PRS. These service types included competitions, 
directory enquiries, games downloads, music downloads and text-based services providing answers to any question. 
Some had also tried more unusual services, such as music recognition or golf round bookings.  

 

1.2 Quantitative research 
The quantitative study, carried out for Thinktank by Lightspeed Research, was undertaken online - therefore, we 
surveyed the UK Internet population rather than the total population. When using  "the population" in relation to the 
quantitative study in this report, our basis is the Internet population. The nationally representative sample was:   

‐ 4,000 adults aged 18-64 

‐ 1,000 children/teens aged 11-17 

- of which 300 aged 16-17 

The adult sample and the 16-17 year-olds answered all questions, while questions relating to adult services were not 
shown to the younger audience. Of the complete sample, 69.8% said they had a phone they could browse the Internet 
on, if they wanted to.  This may or may not be an accurate reflection the penetration of handsets with browsers in the 
market, but what is relevant here is consumers' perception about whether they can access online services on their 
current handsets. Predictably, the share of users in the 18-34 age bracket with internet-capable phones is higher.  

Importantly, especially when considering quantitative findings from other studies, we found in our group discussions that 
it was only after quite a bit of discussion that consumers put some services they were using in the premium 'bucket' of 
services in their minds. This means that quantitative studies, unless very specific about the precise service discussed, 
may under-estimate occasional use.  
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For some services, the instance of premium rate usage might, however, be over-estimated. Although all our questions 
stressed that we were seeking responses about services the audience had paid for, consumers may, for example, 
assume they are paying for a free text alert. Throughout the report, we have made an effort to highlight where, based on 
our insight from the qualitative research, we believe consumers may be over- or under-estimating premium rate usage.  

 

1.3 Market sizing methodology 
We have also sized the market for UK premium rate services. To do so, we used a top-down and bottom-up approach. 
Our top-down/total market figure is based on out-payment data submitted to PhonepayPlus and therefore reliant on the 
accuracy of that data. The bottom-up break-down of this figure by service type is based on the quantitative consumer 
study, coupled with average price points or spend, with adjustments based on our insight into consumer behaviour from 
the qualitative research. This was sense checked vs information from industry and we also sense-checked some figures 
with industry sources.   

All market sizing figures refer to UK premium rate retail revenue, excluding VAT (unless otherwise indicated) - eg the 
charges on which the terminating network pays a revenue share to the service provider.4 This means that the figures do 
not include mark-ups to premium rate call charges by non-BT network operators, nor the cost to the consumer of sending 
a standard rate text when PSMS is mobile terminated (billed through the message being sent to the phone). This means 
that consumers are in reality spending more than our total figure when accessing premium rate services - but these 
charges are call/communication charges, not premium rate service charges.  

                                                             
4 Note that in the case of a terminating network's own services, they are also the service provider. Such services are included in the figures. The figures do 
not include instances where the communication provider keeps no share of the revenues, eg donations to charity where 100% of the amount is due the 
charity, such as the Comic Relief and Children in Need appeals in 2009. 
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2 Introduction & definitions 

2.1 Definition of PRS as regulated by PhonepayPlus 
 
PRS is defined in subsections (7) and (8) of section 120 of the 2003 Communications Act:  
 

 
 
This report focuses on Controlled PRS - eg the subset of Premium Rate Services regulated by 
PhonepayPlus as set out in the PRS Condition:  

 
 

 
 

 

 

 

Today, this broadly equates to content and services paid for through premium rate lines, voice- and video short codes, 
premium SMS/MMS, Red Button and Payforit, as well as numbers in the 0871/2/3 ranges (for the purpose of this report, 
referred to as 0875), which PhonepayPlus took over responsibility for regulating in August 2009. Analysys Mason 
produced an in-depth report on the 087 area in June 2009, which provides the foundation of our brief analysis of that 
market below.  

It is possible that communication providers may choose to start billing for a wider range of services on communications 
bills going forward and these services could also be deemed part of the PRS universe. For the purpose of this report, 
however, we are focusing on the mechanisms listed above.  

                                                             
5 Please note that 0870 is not part of the range regulated by PhonepayPlus 

" (7) A service is a premium rate service for the purposes of this Chapter if—   
(a) it is a service falling within subsection (8);   

(b) there is a charge for the provision of the service; 
(c) the charge is required to be paid to a person providing an  electronic communications 
service by means of which the service in question is provided; and   
(d) that charge is imposed in the form of a charge made by that person for the use of the 
electronic communications service. 
 
(8) A service falls within this subsection if its provision consists in—   
(a) the provision of the contents of communications transmitted  
by means of an electronic communications network; or   
(b) allowing the user of an electronic communications service to make use, by the making of a 
transmission by means of that service, of a facility made available to the users of the  
electronic communications service."  

 

‐ a PRS which costs more than 10p per minute; which is defined as including 
- a PRS using a ‘Special Services Number’, e.g. 0871, which costs more than 

5p per minute;  
- a Chatline Service (as defined);  
- a Sexual Entertainment Service (as defined); or  
- an internet dialler (as defined).  
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2.2 Taxonomy of premium rate service activities  
Jointly with PhonepayPlus, we established a structure for how to examine the various services which consumers can pay 
for using premium rate. This is also used in our market sizing. Services provided through the 087 range of numbers are 
addressed within this framework but treated separately from a market sizing standpoint.    
       

Service Taxonomy  
Service area Service type  Description 

Directory enquiries All services classified as directory enquiries 

Information 
Information Services 

Including sports and news updates, sports scores and tipster 
lines and a wide range of specialised information services such 
as legal or technical advice, as well as text-information services 
such as AQA and location-based information services (eg find-
the-nearest, paid maps etc), including mobile video news, 
finance info etc.  

Calling Call Services International call routing, International calling cards, reverse 
charge services etc 

Adult entertainment 
All content of a sexual nature, including adult chat, video, 
images, recorded stories and adult content paid through 
premium rate on non-phone platforms 

Competitions All competitions, regardless of origin of call-to-action.  

Flirt/date/Chat  (non-sexual) All chat and dating services of a non-sexual nature 

Gambling, lotteries etc All kinds of phone-paid gambling and lottery activity (incl 
scratchcards, casino etc)  

Mobile games All kinds of paid-for mobile gaming activity  

Other entertainment content 
for mobile phones 

Purchases of  music, video, TV and other entertainment content 
for consumption on mobile devices - streamed, download or 
through mobile applications. Excludes astrology/tarot, games 
and adult 

Entertainment 

Tarot/Astrology/Psychic A range of fortune-telling services including tarot, astrology and 
psychic services 

Engagement Voting and other Participation 
TV All participation TV activity, including voting and text-to-screen 

Mobile personalisation All mobile personalisation services - predominantly ringtones 
and graphics 

Personalisation & 
gifts 

Virtual gifts 

Payments related to community/social media sites outside the 
chat/flirt/date activity - eg buying virtual gifts, objects for social 
media space. Covers both Internet and Mobile social media 
sites where phone-payment is used.  

Charity donations Donations made using premium text or calls 

Payments Payment of non-phone based 
content and services 
(excluding adult) 

Payment for non-phone-based content and services, including 
payment for internet content, WiFi Access etc - excluding virtual 
gifts on social media. 

Other Other Services Any PRS not covered above 
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2.3 Consumer language for premium rate services 
It is clear that the language the industry uses for these services is far removed from that of consumers. It's important to 
be sensitive to these differences and adopt language that consumers understand in any interaction with them. This is 
obviously true when advertising products and services, but also when conducting research - in particular quantitative 
studies, where there is no room to explain concepts to consumers.  

Importantly, while in the industry, premium rate services are often seen grouped as a common set of services, 
consumers unsurprisingly see each type of phone paid activity as quite distinct. In their minds, it is not a 'group' of 
services that you pay for in a certain way. It can be compared with how you wouldn't necessarily group a visit to the 
theatre with a purchase in a store simply because these are both paid for by credit card.  

At no point in our groups did consumers refer to SMS or Premium SMS. SMS is of course 'text' in common language and 
PSMS is simply known as 'paying by text', 'texting in' or 'voting by text', depending on the usage occasion. 

 "Premium rate line" as an expression conjures up adult services for most in our groups. This means that it is typically not 
a useful description for other types of premium call services. For some in our groups, removing 'rate' and calling them 
'premium lines' or 'premium numbers' was sufficient, but that's not universally true. Instead, it seems that it would be 
more useful to focus on talking about a 'service line you pay a premium for' or ‘pay extra for’ By focusing on the 'service' 
it provides rather than the 'premium' itself, the emphasis is on the value (which matters to consumers) rather than the 
payment model (which is less significant to consumers and can confuse).  
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3 Market overview, 2009 

In 2009, we estimate the total premium rate market, excluding VAT, to be worth £810 million, including £78.2 million 
generated through 087 numbers. This leaves a premium market value excluding 087 of £731.8 million, an 11.4% decline 
compared to the 2008 figure of £826.2 million.6  

As outlined at section 1.3 above, this figure represents premium revenues only. Premium rate services also generate 
additional communications revenues, which, within the scope of this research, we can only roughly estimate.7 Assuming 
that 40% of all premium rate call and directory enquiries revenues are generated through mobile or non-BT fixed line 
calls, and that these carry an average 40% additional cost to the consumer, the market drives an additional £62.6 million 
in voice communication revenues for telecoms providers. Assuming an average price for a premium SMS is £0.50, and 
that half of all PSMSes also require the end-user to send a standard text priced at £0.075, the premium rate market 
generates an additional £23.8 million in standard SMS revenues.  

Our research and interviews suggest that at least part of the decline in the premium rate market is due to more stringent 
regulation and heavier fines driving some companies who may not have played by the rules out of the premium rate 
market. While that decline is, then, in some ways a 'positive' for the consumer, it is clearly an issue for the industry that 
legitimate services have so far failed to make up the shortfall.  

Some of our industry interviewees also believe that the recession has made an impact on consumers' willingness to 
spend on PRS. As consumers are more conscious of their level of spend, services they don't regard as essential get 
used less. This view was, however, not consistent - other sources suggested recessionary impact had not really been 
noticeable.  

Signs of impact from the downturn were not very evident in our qualitative research - consumers in our groups typically 
felt their PRS spend was discretionary - entering a competition or casting a vote at £1/£1.50 seemed worthwhile and 
affordable to them. 

Worryingly, the industry seems to be suffering from a lack of innovation, however. Instead of innovation in services paid 
for through PRS, much of the effort is instead going towards developing mobile applications (often not paid for through 
the phone bill) or online services.  

Some of our interviewees argue that this is partly due to negative impact of regulation, higher fines and what they regard 
as the unpredictable manner in which fines are applied. They maintain that international companies that may have 
entered the UK market or UK firms who may have used premium rate as a payment option are now shying away. When it 
comes to the regulatory environment, some argue that PhonepayPlus (PpP) itself is now too stringent, but others say 
that the combination of PpP regulation with requirements from other regulators and rules imposed by operators makes 
the overall regulatory framework unnecessarily complex.  

It is important to note, however, that others in industry feel that businesses will always have regulation to contend with 
and if you keep abreast of what is required, regulation shouldn't really be an issue.  

                                                             
6 2008 market value based on the same methodology, outlined in section 1.3 above. 
7 Please note that these are simple estimates and calculations, designed purely to give an indication of the value of additional communications revenues. 
We have not examined price points or looked in detail at what share of PRS carry extra communication charges.  
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While we are not in a position to judge whether the regulatory environment is overly complex or not, it appears that the 
perception of potential difficulties, coupled with the risk of substantial fines if companies get it wrong, does serve to 
make some players wary of the premium rate space.  As one of our interviewees stressed: "The risk/reward ratio doesn't 
stack up".  

Certain services are starting to move to other platforms, in particular online, and with this to other payment mechanisms. 
A range of our interviewees stressed that the fact that consumers are now typically comfortable using credit cards online 
had made this possible.  

This attitude, where companies regard the risk and complexity around PRS as too high, could serve to reduce the level 
of innovation in services paid for through PRS and the range of services available to consumers. It is clear that 
innovation and a better service offer is required in order to grow the market: As has been the case over the past few 
years, the predominant reason consumers in our quantitative study cite for not using premium rate services is that the 
services available don't interest them.  

3.1.1 Industry and value chain  
Business models and revenue share rates in the industry have not changed dramatically in 2009. In a few instances 
returns from specific networks on particular rates have improved. The £10 PSMS has not been widely adopted since it is 
only available from one network (Vodafone). There have, however, been some changes in the specific service area of 
charity donations, discussed further at 6.14 below.  

We are continuing to see aggregators working to offer a wider range of services, however. They are, where possible, 
providing third parties with access to service-enhancing enablers, such as location information. In line with industry 
interest in a wider range of payment mechanisms, some of those that are not yet offering non-PRS ways of paying are 
exploring these options. Other offers include the ability to use credit to mobile bills or pre-paid accounts as rewards. 
These companies are also eyeing further opportunities outside the premium rate space, targeting brands who are 
seeking to engage with consumers by offering content and services for free.  

Although opinion is divided on the impact of the recession on consumers' PRS spend, the economic downturn has, of 
course, created a more challenging economic climate overall. Most industries are affected and the PRS sector is no 
exception - our interviewees note that there has been consolidation in the business in the past year.  

3.2 Recent mobile developments 

3.2.1 Smartphones and internet access 
Increasing use of internet-capable mobile devices is undoubtedly leading to a shift from some premium rate services to 
free options, as both information and entertainment is accessible for free from search-engines or websites on the 
phone's browser. Increased use of data services does, however, also equal a shift in user-behaviour. Consumers with 
more user-friendly, feature-rich phones access more services than those without these devices. According to comScore, 
23% of mobile media users in the UK owned a smartphone in early 2009,8 while data from Nielsen show the number of 
smartphone users in the UK increased 10% between the second and third quarters in 2009, reaching 6.2 million in 2Q.9 

                                                             
8 Source: comScore, 26 March, 2009 
9 Source: Nielsen Company, 16 November 2009 
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This should encourage use of more paid-for services on the mobile internet, or through mobile applications, going 
forward. Not all this usage is likely to be paid for through PRS, however.  

A case in point here is mobile applications. 2009 was the year of the application store, with what can only be described 
as excessive hype around mobile applications. However, the success of the iPhone app store, in particular, has also 
generated renewed interest among companies from a range of sectors in the possibilities mobile can offer. Application 
stores are now available from a range of handset vendors as well as operators. Billing mechanisms here vary - from 
Apple's use of iTunes to BlackBerry's of PayPal, with others using PRS as at least one of several options for payment.  

Some interviewees say the impact of smartphone usage, the internet free services this makes available, as well as both 
free and paid-for mobile apps, is already noticeable on some PRS services, such as adult entertainment on mobile. 
Others, however, talk more about it as a problem likely to emerge going forward.  

In our groups, many didn't believe they would typically go online on their mobiles to find information or access services if 
there was the alternative to do so by text or voice. For certain services, such as directory enquiries, this was largely due 
to brand-loyalty and the way they regarded the DQ service as a 'trusted friend'. Others, in our younger groups, however, 
argued that slow connection speeds and network issues on the mobile internet meant that going online was often too 
much of a hassle if there was a text (or in the case of DQ, call) alternative. With quicker access and more user-friendly 
interfaces, this obstacle should be removed, but it's currently very much part of the user experience as these consumers 
see it.  

Those who were more cost-conscious, however, did point out that if they had mobile internet access they would look for 
information there rather than pay for it. There was also some resentment about services being over-priced when similar 
offers could be found for free. From a brand-building point of view, it may be worthwhile for companies to consider 
offering services that are good value for money for consumers, before their hand is forced to do so.  

There is another side-effect of more capable mobile devices, too - many of these roam between mobile and wifi networks 
and some of our interviewees point out that they can't bill those who are not using the mobile network. This can be 
problematic in terms of marketing spend - traffic that comes in through search, for example, can't be monetised because 
a device is not on the mobile network. One interviewee says the losses can be in the range of 40% of traffic. Given that 
the volumes are substantial, the company needs to explore non-mobile billing mechanisms - and not all of these will be 
PRS.  

3.2.2 Mobile advertising 
In the area of mobile PRS, it has been expected for some time that advertising-funded services could mean a shift from 
paid to free services. Although mobile advertising has continued to grow, it isn't yet providing sufficient revenues to 
replace those generated through payments. Mobile operators are continuing to make moves that show interest in 
growing the sector, however. The increasing engagement in mobile ad-serving from leading forces in online advertising - 
such as Google's acquisition of mobile ad-serving company AdMob and Apple’s of Quattro Wireless - is hoped by some 
to be a trigger for further activity.  

We are, however, beginning to see brands providing mobile branded entertainment services or information content to 
users for free or at a very low cost. The business model here is typically different, as content creation is driven by the 
brand and the aim is not revenue generation, but brand building. This sort of activity will make a wider range of free 
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services available to users and may compete with paid-for options, but could also help drive shifts in user-behaviour 
which drives larger audiences to discover mobile content and services overall.  

3.3 Future developments 
Despite being a high-end device, the iPhone is becoming mainstream in consumers' minds. It is now available across 
several operators and is even sold in Tesco supermarkets. Furthermore, devices based on competing operating 
systems, such as Google's Android, are becoming increasingly sophisticated and attractive to end-users. Increasing use 
of ever-more sophisticated mobile devices will undoubtedly have an impact on the mobile side of PRS, which is now 
more significant than traditional voice services.  

The full impact on the market of open mobile internet browsing will only be felt once all obstacles to regular use 
disappear. Flat rate data and, of course, user willingness to use the mobile internet are two key factors, but the concerns 
about network speeds and user experience we found in our younger groups also need to be addressed. There are 
concerns about the possibility for mobile networks to handle increased data traffic, both from mobile broadband services 
and smartphones. In late December 2009, O2, which originally was the only operator to offer the iPhone, publicly 
apologised about problems with network performance in London.  

An increasing number of handsets and platforms are now also competing with the iPhone head-on. So far, developers 
are unhappy with the user-experience consumers have when paying for content in the Blackberry and Android app 
stores, which use PayPal and Google Checkout respectively. Here, interviewees note that the addition of PRS billing to 
these app stores could help boost usage. In addition, operators are expected to make much greater noise around their 
own app stores in 2010 – in these cases, operator billing is clearly key.  

In order to get an idea of how fast potential changes in consumer behaviour may affect the market, we asked consumers 
in our quantitative study about their intention to use certain services that are likely to affect usage of PRS as they 
currently stand.  

 



 
Current & Future market for PRS 

 

© Thinktank International Research 2010  17 

The 18-34 year-olds who are most likely to use many premium rate services are also the ones most likely to be looking at 
acquiring a mobile internet device, get a flat rate data plan and regularly use the mobile internet. This would, then, 
suggest that services will come under increasing pressure from free information and entertainment available over the 
internet. Of the total sample, one-fifth of respondents were considering getting an iPhone or similar handset (in addition, 
5.2% said they already had this sort of phone), but this figure rises to more than 32% among 18-34 year olds.  

Some 22.6% of consumers are seriously considering regularly using the internet on their mobiles, but among 18-34 year-
olds, the figure is roughly 36%. However, users are clearly either expecting to sign up to an 'all-in' plan such as those 
available for the iPhone or prepared to pay regular data charges. Only 8.2% of users are seriously considering a flat-rate 
data plan, with a further 8.8% doing so if the prices go down significantly. In our audience, only 3.3% of users have a flat-
rate data plan already, while 9.3% regularly use the internet on their mobiles.  

In our industry interviews, there were frequent mentions of premium voice revenues transitioning to other platforms or 
payment mechanisms. This included TV chat billed by credit card, but more frequently, services delivered via 
chat/webcam services on the internet.  

One quarter of our quantitative consumer sample said they are seriously considering using their computers as their 
phone lines in the next six months, while an additional 9.8% already do so. This suggests an increased risk of premium 
rate voice services being cannibalised by online alternatives, which can be charged at higher per-minute rates and billed 
by credit card.  

To counteract the impact of freely available internet content, companies could focus on providing a better and more 
convenient service than consumers can get for free. Building brand loyalty, both through a great user experience and 
traditional branding campaigns, is another way of keeping consumer loyalty. In our groups, those consumers who had 
found a service they trusted often (but not always) felt they would be using this even if they had the potential to access 
the information for free.  

In the cases where there are free alternatives, the benefit in terms of this brand-based trust and convenience has to be 
sufficient to enable the consumer to accept paying a charge, however. We have already seen in the ringtone market how 
the perceived availability of "free" alternatives has pushed down prices or meant that ringtones, which could in the past 
retail for as much as £4.50 each, may now be given away for free or be part of a larger bundle of services, combined 
retailing for less.  

3.4 Consumer attitudes - barriers and drivers 
As has been the case in the past two years, our quantitative research shows that the main reason why consumers are 
not using premium rate services is simply that they don't find the services on offer interesting. Among 11-19 year olds, 
however, only 47.7% cited this as the reason for not using PRS, compared to 76.6% of adults. A major factor likely to 
drive further usage should therefore be innovation and development of new service offerings that are really compelling to 
end-users.   

By comparison, lack of trust is a far less substantial barrier to usage. Combined, only 14.4% of non-users of PRS say 
they don’t trust paying in this way or don’t trust the companies advertising PRS services.  
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Trust is, however, often regarded as a barrier that remains difficult to shift. Using certain language around services can 
fuel distrust - for example in the case of 'premium rate lines', as discussed in section 2.3 above. In our groups, it 
appeared that trust in PRS is founded on a mix of expectations. Partly, there was an assumption that communications 
operators would address any problems that may occur, but consumers also strongly relied on the impression a service 
was giving to the end user.  

This could be based on awareness of the brand 
providing a service - if a consumer knows the 
brand, they're more likely to find it trustworthy - 
but it could also be more subtle, based on the 
impression a service gives through how it 
presents itself or simply where it advertises. Here, 
there was an underlying assumption that if a 
company can afford to advertise on TV, it's more 
likely to be legitimate than if it is found in the 
small ads at the back of a tabloid paper.  

When the issue of where trust originated was 
raised, consumers hadn't consciously considered 
who was ultimately responsible for ensuring 
billing was done correctly, beyond the assumption 
that they would call their communications 
provider if the bill didn't seem right. 
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In our quantitative study, among those paying by text, roughly the same share of respondents felt it was the mobile 
provider's responsibility to ensure charges were correct as those feeling the responsibility lay with the company 
advertising the service.  

But it is also clear that often, consumers simply don't think about all the services they might pay for through PRS as 
linked to the idea of PRS as a payment mechanism, as outlined in section 2.3 above.  

Our first question to the quantitative panel was deliberately looking at the PRS payment mechanisms in isolation. When 
doing so, only 9.9% were happy to pay using premium voice, compared to 30% being happy to use text to pay. However, 
a much larger share of users said they had, for example, voted on TV shows using premium rate lines. Here, any 
concern about the mechanism was clearly circumvented by the desire to use the service and potentially trust in the 
company advertising it.  

Unsurprisingly, in our groups it was clear that consumers are put off by instances when services do not work or they feel 
they are being 'ripped off'. When it comes to premium rate lines (except directory enquiries) consumers were 
overwhelmingly suspicious - they expected that waiting times would be dragged out and that there would be attempts to 
keep them on the line for as long as possible.  

Both our quantitative and qualitative research suggests that for consumers, lack of clarity of pricing for services billed by 
premium rate remains a big obstacle. In the quantitative study, 45.1% said they were typically not certain how much 
they'd be charged when they saw these sorts of services advertised. Of this audience, 71.1% said this uncertainty had 
stopped them from using services. Those uncertain about the cost are also, in all cases apart from using directory 
enquiries, less likely to have used PRS services in the past six months. It is, then, clearly a barrier to growth.  
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4 Premium Rate Payment mechanisms  

All premium rate payment mechanisms suffered to some extent in 2009, but premium lines (outside of the Participation 
TV sphere) appear to be the hardest hit. Directory enquiries (discussed further in section 6.1 below) represented 27.2% 
of the total market in 2009, compared to 39.1% for PSMS/PMMS and 30.8% for all premium voice.  

Our qualitative research shows that consumers are well aware of the wide variety of services that can be paid for through 
text or by premium rate calls, but the fact that the range is so vast also means that consumers don't see it as a defined or 
coherent sector. Unsurprisingly, consumers are more focused on the value they get out of the service they're using 
rather than the payment mechanism as such.  

Nevertheless, we saw some clear affection towards PRS as a payment mechanism, in particular for paying by text, 
discussed further at 4.2 below.  It is also clear that consumers look quite differently on the different premium rate 
mechanisms, however. Here, for many the certainty of pricing plays a big role in determining whether they would like to 
use a payment mechanism or not.  

From an industry standpoint, questions are being raised about the viability of a separate regulatory environment for PRS 
going forward. Sources argue that it may not make sense to have the same content being sold to consumers but with 
differences in regulation attached 
purely due to the payment 
mechanism.  

From a regulatory standpoint, 
however, UK Communications 
regulator Ofcom, on behalf of which 
PhonepayPlus regulates premium 
rate services, in October published 
the results of its latest consultation 
around PRS regulation, concluding 
that a separate regulatory 
framework for PRS is justified. 10 

Other reasons for interest in 
migrating services away from PRS 
have little to do with regulation. One 
content provider stressed that while 
they are seeing significant growth in 
PSMS transactions, they are aiming 
to reduce PSMS share of revenues 
significantly over the next few years, 

                                                             
10 Ofcom, The PRS Scope Reviews, 28 October, 2009.  For the full document, please see: 
http://www.ofcom.org.uk/consult/condocs/prs_scope/prs_statement/prs.pdf 
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in favour of credit card. This is due primarily to the ability to have a closer relationship with users and cross-marketing 
services when billing this way. Content providers also like the fact that credit card billing allows greater flexiblity in price 
points.  

Nevertheless, the expectation is that, as is already the case on some sites, an increasing number of providers will offer 
consumers a number of different payment alternatives to choose from. Ultimately, then, the user may decide where the 
market goes.  

4.1 Premium rate lines  
The market for premium rate voice is in steady decline. In 2009, traditional premium voice lines generated revenues of 
£171.0 million, while the 087 range is estimated to have generated £78.2 million.  

Industry sources argue the upper limit of £1.50 per minute charge is not sufficient for some services, which instead are 
moving online and being billed via credit card, through services such as MSN. Other barriers to further usage include the 
increasing shift of voice traffic to mobile devices, given the uncertainty of price points for these numbers from mobiles.  

It is clear, however, that there are certain audiences that prefer using regular phones and that voice-based premium rate 
services with human interaction remain well suited to this channel. It also looks likely that mobile voice shortcodes have 
picked up some traffic from the traditional 09 space. However, outpayments on all mobile services are significantly less 
than those offered on 09, which makes this business less attractive to many providers. The difference, of 20p or so, 
eradicates the profit margin for providers according to interviewees. 

PhonepayPlus now also regulates the 087 range of numbers. This is often used for a range of business information and 
customer service lines, but also to some extent for chat lines.  

According to industry sources, there has been some shift of usage to 0844, with 087 declining in the past year. Earlier 
interviews conducted by Thinktank suggested there was concern in the industry about regulation for 087 becoming more 
stringent as PpP took over this responsibility. Analysys Mason's analysis suggested that 087 had been declining over the 
18-24 months to June 2009, with an estimate of 731 million total call-minutes to 087 in 2009.11  

The limited figures that we have for the 087 market leads us to an estimated market value of £78.2 million for 2009.  

4.1.1 Consumer attitudes 
Our quantitative data shows only 9.9% are happy using premium voice lines as a way to pay. Interestingly, however, 
those who are happy using premium voice are typically far heavier users of premium rate services, be they fixed or 
mobile, than the overall sample. Men (10.9%) are more likely than women (9.0%) to be happy using premium voice. 
While among ABC1 social classes, 13.1% are happy to use premium voice, the figure is merely 8.7% for C2DE.  

It is clear that this question, asked 'cold', underestimates the total market reach for premium rate lines, however - more 
than 30% of the same sample said they had cast votes on TV shows using voice in the past six months. Clearly, a 
trusted, or compelling enough, dropped-charge service offering means that concerns around the concept of premium 

                                                             
11 Analysys Mason, ‘Final report for PhonepayPlus: 0871-based phone services’ May 2009, p.13 
http://www.phonepayplus.org.uk/upload/PhonepayPlusAM087%20based%20phone%20services.pdf  
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lines as a payment mechanism can be set aside in consumers' minds. Furthermore, in our older groups, consumers 
much preferred calling in to vote on reality shows as it added to the entertainment value in a way that text, in their view, 
did not (see further section 6.12 below).  

For many in our groups, however, calling premium phone numbers was a concern because they were not certain how 
much it would cost them. They refer to two problem areas - companies allegedly 'keeping them on the line' and the 
uncertainties of charges from mobile. Industry sources also repeatedly stress the negative impact of the ambivalent 
pricing from mobiles, given the prevalence of mobile use.  

In our groups, consumers said that they believed that companies were likely to keep them waiting, wasting time and 
therefore consumers' money. Whether this concern is based on perception or experience, there's a clear issue here 
around control of spend and wanting to be certain what charges are being made.  

On the other hand, where a service is perceived as delivering real value, consumers have less concern about the cost. In 
groups, consumers cited £1/minute car mechanic help or plumbing advice. While both are clearly expensive as a phone 
line, they were perceived as cheap compared to getting a mechanic or plumber called out.  

In addition, these services were seen as not trying to keep you on the line or delay, but efficiently delivering a valuable 
service. Tellingly, one of our respondents had initially called with trepidation, expecting to be kept on hold, but given good 
customer support had instead become a loyal user.  

In our groups, calling lines that charge a premium was very much something to be done to serve a utilitarian need - but 
there are clearly also loyal users of entertainment services over premium lines.  

4.1.1.1 087 and similar 

Our qualitative research showed significant anger among consumers towards the use of premium numbers by customer 
service centers or help-lines. This was particularly strong in relation to situations when consumers had problems with a 
service and the only way these could get resolved was to call the company.  

There was a very real sense among these consumers that the company is only out to make money and doesn't really 
care about its customers. For companies using 087 in this way, it is worthwhile considering the impact it can have on 
their brands and customer relationships. In our groups, there were also several mentions of websites such as 
www.saynoto0870.co.uk, suggesting consumers are sufficiently resentful to actively take the time to find alternative 
routes.  

4.1.2 Likely market development 
The industry is hugely negative about the expected development of premium rate line activity - with the exception of a 
resurgence in participation TV activity (see further section 6.12 below), where voice-based interactivity has advantages 
over text in terms of ability to handle volume and auditing.  

From a consumer standpoint, premium voice could be given a significant boost from the establishment of clearer pricing 
from mobiles, in particular for dropped call charges, since that would remove pricing uncertainty. Both quantitative and 
qualitative research shows that uncertainty over pricing is a major issue overall - in the same way as it has long been in 
other areas, such as the use of mobile data.  
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In addition, there could be further opportunities in providing services over premium lines that would be significantly more 
expensive to carry out in person. The challenge here would be to establish trust and be visible to the consumer at the 
time when they need a particular service. While not all in the qualitative research sample had used these services, our 
research indicates that once consumers feel they are getting good value for money and not being held on a high-priced 
phone line waiting un-necessarily, they can become loyal service users. This is very much in-line with any attractive 
service - if it delivers what it should and serves a need at a lower cost than alternatives, it is attractive to users.  

It is possible, however, that this opportunity is fairly short term - paid-for services could conceivably move online where 
webcams could provide even more value for services such as assistance from a qualified plumber - although there is 
also potential to transition to video short codes for such services.  

The 087 market is likely to continue declining - both our industry survey and interviews suggest little to counteract 
Analysys Mason's prediction of a downward trend in their analysis published in June.  

4.2 Premium SMS  

4.2.1 The market in 2009 
The market for premium messaging has also contracted in 2009, generating £316.7 million during the year. Input from 
industry suggests that, as mentioned above, stronger regulation removing some rogue elements from the business has 
contributed to this. Overall, however, the industry's outlook for PSMS is more positive than expectations for premium 
voice. This sentiment is supported by consumer attitudes to using text as a payment mechanism prevalent in our groups. 
In our industry interviews, there was a general consensus that the market was down - in particular among those that 
have a wider view of the market. However, only half of those responding to the industry survey concurred - 20% believed 
it was stable and 32% that there had been some growth. This suggests that at least certain segments of the market are 
growing.  

However, PSMS is not being very actively marketed as a payment option - in particular not by the mobile operators who 
ultimately provide the facility.  What is considered disadvantageous outpayment rates are still limiting a range of services 
in the market. Some of these - such as parking payments or London's congestion charge scheme - instead use "text-
triggered" payment services. These require users to pre-register to link payments to a debit- or credit-card, with 
payments then triggered by text message. It was clear from our groups that, once registered for a scheme, consumers 
regarded the user experience of this as identical to 'regular' PSMS payment.  The pre-registration element can, then, 
delay the first instance of using services, but once this process is completed, the user-experience is not perceived as 
different to paying by text.  

4.2.2 Consumer attitudes 
There was some very clear affection around paying by text among consumers in our groups. It is seen as hugely 
convenient, quick and simple. It extends an activity they're already used to (texting) into a way of paying, voting or 
donating to charity. Clarity of pricing is also a significant positive and one reason why our audience regarded text 
payment as quite separate from calling premium rate lines. Consumers also stressed the ability to act immediately as an 
important factor.   

The younger users, in particular, pointed out that they're part of a "Now"- culture - they're not used to having to wait for 
something they'd like to do, see or listen to and the immediacy of paying by text fits right into this mindset. 
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Paying by text also represents real value to consumers by removing a barrier to action: the need to speak to someone 
(or to an IVR system) in order to carry out the payment. Having to speak to a customer services person was, across our 
groups, often seen as un-necessarily time consuming and simply a bit of a chore - after working all day, consumers felt 
they didn't really need that 'hassle'. In addition, there was sometimes concern around whether someone would try to sell 
them something more, or whether credit card details would be safe if they gave the card number to someone over the 
phone.  There is a sense that when paying by text, consumers feel more completely in control of what they are doing - 
without 'interference' from others - and, importantly, with control and complete knowledge of what they spend.  

It does appear that the availability of 
the option of paying by text can itself 
drive action. For example, many in 
our groups said that they often 
wouldn't have made charity 
donations if it hadn't been for the fact 
that they could do it by text. For 
some in our younger groups, 
remembering and calling a fixed line 
premium number is also an obstacle 
to voting on TV shows.  

The quantitative study showed that 
30.3% of all consumers surveyed are 
happy to pay using text - still a 
minority in the market as a whole, but 
a substantially greater share of users 

than those happy to call a premium line. The actual usage of PSMS can be higher than this, since the audience may not 
instantly recognise entering competitions, TV votes or charity donations as 'paying by text'. Quite a few phone-payment 
activities they had been involved in only really occurred to people in our groups after a bit of discussion and this tendency 
was also obvious in our quantitative findings. 
However, the spontaneous level of comfort with 
paying by text is clearly far closer to the reality of 
usage levels than is the case for premium voice.  

Men are slightly more comfortable with PSMS 
payment than women, and as expected, younger 
age groups are much happier using the mechanism 
than the older audience. Among 18-24 year-olds, 
47% were happy to pay by text, compared to only 
14.2% of the 55+ audience. Social classes C2 and 
D were slightly more likely to be happy to pay by 
text overall.  

Interestingly, even those in our groups who had in 
the past had problems with being 'ripped off' by 
subscription services now felt comfortable paying by 
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text for other services (though not those similar to ones they had problems with). Here, each service appears to be 
judged based on the appearance of the brand/provider behind it.  

The quantitative study shows that the audience is split on who is responsible for ensuring that PSMS payments work 
correctly, which would be an indication of where trust in the payment mechanism for a service originates. Some 45.7% of 
respondents say the company who advertises the service is responsible, while 46.8% puts responsibility with their mobile 
provider. Interestingly, those at the far ends of our age ranges (11-15 year-olds and 55+) are most likely to regard mobile 
providers as responsible, while 18-44 year-olds regard the advertiser as the responsible party.  

4.2.3 Likely market development 
Premium SMS as a payment mechanism is certainly not likely to be disappearing anytime soon, but there is a risk that a 
successful launch of a more commercially focused 'text-trigger' payment service could pose a threat in the longer term. 
However, conversely, growing trust in PSMS as a payment mechanism could help fuel growth. From a consumer point of 
view, trust would be further boosted if they see a greater number of established brands using PSMS.  

While very few services are currently subscription-based, industry expects that for certain categories, such as charity 
donations, subscription services might also become viable again. Subscriptions may in fact be less attractive to charities, 
however (see section 6.14 below). 

From the consumer point of view, it does appear that there are possibilities to offer PSMS payment for a wider range of 
services. However, for mobile operators, premium payments represent only a very small share of revenues and it doesn't 
look likely that the revenue share they retain - which is holding back some services - is likely to change significantly going 
forward. For certain services, the increasing use of internet-enabled mobile devices will certainly present a threat to paid-
for options overall. For others, where texting in is by far most intuitive, the longer-term threat would be from text-triggered 
payment services, which provide the user with a user-experience they see as similar to PSMS without the charge being 
made to the phone bill.  

This could happen in a variety of ways, eg  

‐ through a provider offering an initial strong service and in that way gathering a substantial amount of 
users, followed by opening up the mechanism to merchants or providers 

‐ or an existing provider providing a text-trigger mechanism to activate payment through an already 
established account 

For smaller transactions, the problem is clearly ensuring that the cost per transaction is kept at acceptable levels. While 
industry opinion is typically far more positive around the future of text payments than it is around premium rate lines, 
there is also some sense that growth won't be that substantial going forward.  

4.3 Paying on the mobile internet (including Payforit) 
Mobile internet payments, including Payforit, the cross-operator mobile internet billing scheme which can also be used on 
the fixed internet, is estimated to have generated some £21.4 million in 2009, taking a 2.6% share of the market. Industry 
sources suggest that while PFI allows a far better audit trail than PSMS, the majority of revenues from Payforit are simply 
those that have shifted from PSMS.  
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Non-operator sources are frequently unhappy about the mobile operators' lack of marketing of PFI as a payment 
mechanism and the fact that the system is not used on-portal. Consumers typically don't know it as a trusted payment 
brand. As with other premium rate services, these payment options only represent a very small proportion of overall 
operator revenues and is clearly not seen to justify significant marketing spend. According to industry sources, while 
most of the mobile operators have mandated the use of Payforit for off-Portal services, this is often not strictly enforced.  

Payforit has been criticised for a somewhat lacklustre user experience, but the scheme is being worked on to address 
issues. Payment providers such as Dialogue have now also implemented single-click Payforit. However, given that users 
need to opt-in to enable this, it will likely take some time to amass a substantial user base for this more user-friendly 
approach.  

4.3.1 Consumer attitudes 
Mainstream consumers are often not aware of Payforit. Given the limited reach and awareness of the payment 
mechanism, it was not discussed in depth as part of our qualitative research. Those few who did use the mobile internet 
to buy games or music typically did find the purchasing process fairly easy and straightforward - but these were often on-
portal transactions, with a single-click process.  

Many of the consumers in our groups did say that they thought they'd be unlikely to go online on their mobile to do 
anything they could do by paying by text. Among the younger audience, this was because in their experience the mobile 
internet was often slow, with connections not always working. Clearly this paradigm shifts when discovery and service 
access happens online already.  

Quite robust shares of users had used mobile internet-based PRS mechanisms to pay for content and services in our 
sample - 48.4% of mobile games buyers, 41.1% of mobile video or music buyers and 33.7% of users of Flirt, dating or 
chat services (non-sexual). 
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4.3.2 Likely market development 
It seems likely that Payforit will continue to grow - but to some extent by stealth rather than by design, given that no 
brand building is occurring for it as a payment mechanism. This is likely to inhibit the potential for Payforit as a payment 
mechanism on the internet, in particular.  

According to our survey, the industry largely expects Payforit to continue to grow over the next year or two. If not actively 
promoted, however, there is a risk that consumers could eventually choose to use more well-known internet payment 
brands also on the mobile internet.  

4.4 Red Button  
Red Button is estimated to have accounted for 0.3% of the overall PRS market in 2009, generating some £2.3 million in 
PRS revenues. As a payment mechanism, it is closely linked to TV-promoted services, Most in our industry survey 
believed PRS accessed through red button to be roughly stable in 2009. 

4.4.1 Consumer attitudes 
The quantitative study showed that 25.6% spontaneously felt happy paying for premium content using Red Button.12 
Among males, 27.8% are happy using this mode of payment, compared to only 23.5% of females. Overall, 21.2% of the 
total sample said they had used their red button to pay for something other than a video or TV programme in the past six 
months.  

Close to 61% of those who said they're happy to pay with Red Button (or close to 13% of the total sample) had used the 
mechanism in the past six months - more than half had done so less than once a month, however, and less than a third 
(17.8%) had used it once or twice per month.  

Nearly 7% of those who said they weren't happy to pay using red button had in fact used it in the past six months. Note 
that we believe consumers have over-estimated their use of red button, given that not all services accessible through this 
mechanism are classified as premium rate. In our consumer groups, there was no mention of using red button for PRS. 

Red Button services overall do appear to suffer from some usability and consumer comprehension issues. On online 
chat forums, there are references to technical problems with red button returning error messages. A consumer survey by 
price comparison site Moneysupermarket.com noted that 19% of respondents avoid even free services accessible 
through the red button, for fear that there may be costs involved. According to that same study, 45% of the population 
had never used any red button services13 and 13% said they don't understand what red button does. Figures from the 
BBC, however, suggest usage of its (non-premium rate) red button services is increasing, with 11 million people using it 
weekly.14 

                                                             
12 Question asked: Which of the following statements apply to you? - I don't mind payiing for things (other than films or TV shows) using the red button on 
my Sky or Cable remote. 
13 Moneysupermarket.com, 12 November, 2009 - survey of 2008 British adults carried out by Opinium Research 
14MediaWeek, 15 December, 2009: http://www.mediaweek.co.uk/news/bulletin/mediapm/article/974096/?DCMP=EMC-MediaPMBulletin 
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4.4.2 Likely development 
Red button services haven't quite been the success story the TV industry might have anticipated. Some broadcasters 
have even chosen to discontinue using the mechanism, given the limited returns it has generated. It does seem likely 
that there may be scope for growth in red button as a TV interactivity tool as audiences get more familiar with and trust 
services accessible through the mechanism overall.  

However, it is competing with text and voice PRS - two channels with which consumers are already far more familiar and 
which they see distinct advantages with (see further Participation TV, section 6.11 below). In terms of PRS, Red Button 
may, therefore, to some degree be aiming to serve a need that is already better satisfied by other mechanisms.  

In our industry survey, respondents expected overall red button interactive revenues to grow - this is in line with 
expectations for participation TV overall.  
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5 Other payment mechanisms 

There is currently a lot of discussion in the premium rate industry about what other forms of payment can be used to pay 
for services currently billed by premium rate. This discussion often comes back to credit or debit cards, which are already 
provided as a payment option by some billing providers in the PRS market. The industry expects payment to be in some 
way linked to these options, but apart from this, it remains unclear what specific payment mechanisms or providers may 
encroach on the market for PRS going forward.  

In our younger groups, consumers were divided on whether they wanted a lot of different services to be billed onto their 
phone bill. Some really liked the simplicity of one bill, or the ability to use their PAYG account to control spend, but others 
preferred to keep it separate. Most also didn't really mind setting up and using several different payment accounts - as 
long as they felt each could be trusted. Among older respondents, however, there was a more prevalent sense that 
having a plethora of different cards and payment accounts would make it harder to keep track and potentially easier to 
end up in debt.  

Interestingly, in our quantitative study we found relatively high instances of paying with non-PRS mechanisms for content 
that has traditionally been the domain of PRS. For example, 24% of those who had purchased music or video for their 
mobiles had done so using a credit/debit card or an online payment account. Only one-fifth of these users had an iPhone 
or iPhone-like device. This was less common for games (16.1%), but, predictably, more common for 
betting/lotteries/scratchcards/gambling, which is traditionally billed this way. It was the most common method of payment 
for these services, with 32.8% of users paying this way. 
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PRS clearly has a key advantage in that it is not only instantaneous, but also suitable for micro-payments. Enabling very 
small transactions without prohibitive cost is a key challenge for any system targeting this market.  Quite a few online 
sites and services instead use their own, site specific “stored value” accounts. Instead of paying every time, consumers 
then utilise credit from the prepaid ‘purse’ they have loaded up. 

Another issue is the ability to make the payment process smooth and trouble-free for the consumer – something that 
encourages take-up of paid services. Research from Olswang15 shows that iPhone users, who had had a chance to get 
accustomed to paying through the iPhone applications store, were much more likely to be willing to pay for services on 
the Internet. While Olswang attributes some of the difference to the likelihood that these are ‘early adopters’, the 
company believe that awareness of an easy-to-use payment system is also part of the reason. For example, 30% of 
iPhone users say they would be willing to make micro-payments for newspaper articles, compared to only 19% of the 
overall adult population.  

5.1 Credit and debit cards 
Many of our industry interviewees believe consumers are far more willing to use their credit or debit card online than 
previously - in particular for services delivered by brands they know well. This is likely due to our increasingly online-
focused purchase habits, coupled with an awareness of a clear path to recourse if you do have problems with a card 
being mis-used by others.  

Our quantitative research shows that there is a great deal of comfort with credit cards as a payment mechanism - 73.1% 
of all our respondents (including under 18s) said they were happy to pay with credit or debit cards online. This figure rose 
to 81.9% when looking at the adult sample in isolation.16 This is far above spontaneous trust levels for PRS payment and 
likely fuelled by consumer expectations that any problems with credit card fraud or payments will be easily resolved if 
they contact their bank. Increased use of pre-loaded cards (see below), which carry less inherent risk for the user, may 
accelerate this development.  

In our younger groups, there was more reluctance to leave credit card details to an individual over the phone. These 
consumers preferred to use text to pay - in particular for smaller sums.  However, apart from the risk of being overheard, 
this was not really a concern among the older audience.   

It is clear that card-based payments overall are becoming an increasingly important part of UK life. In June, the UK 
Payments Council predicted that, by value, debit card transactions could overtake cash transactions in 2010.17 

Many in the PRS industry are keen on exploring credit card options, the hurdles and costs of becoming a credit card 
payment provider are significant.  

5.2 Stored value/pre-paid cards 
The credit card industry has long been working on stored value/pre-paid cards as the next big thing, but these types of 
cards have so far failed to make that much of an impact in the market overall, due to the fees consumers are charged. 
For example, MasterCard CashPlus charges a £9.95 setup cost and £4.95 monthly fee.18 There has been some 

                                                             
15 Olswang Convergence Survey 2009, p. 71, http://www.olswang.com/convergence09/main.asp 
16 Respondents under 18 were asked if they were happy to use debit cards while all adults were asked about credit cards.  
17 The Payments Council, "The Way We Pay", June 20009, referenced in Payments News, 3 June 2009, www.paymentsnews.com 
18 Compareandsave.com, 16 December 2009 
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increased activity in this field in 2009, however. In July, mobile operator O2 launched two prepaid cards to its customer 
base, in partnership with NatWest and Visa. Both are free, and one, Load & Go, is targeted at the under-18s. While these 
cards are only available to O2 customers, commentators feel that, given the impact of recession on credit availability and 
an increased need to control spending in the recession, the launches are timely.19 

On the internet - and the mobile internet - these sorts of stored value accounts can be a boon. Consumers typically 
prefer to use credit rather than debit cards online, due to the perceived risks involved – with a pre-paid card, the risk is 
limited to the value stored on the card.  

London Transport's Oyster card could potentially have extended the remit of its prepaid wallet beyond the transport 
network.  While this type of payment extension has worked well in some markets, such as Hong Kong, Oyster's tie-up 
with Barclaycard could be limiting its reach as a stored value provider. Instead of being able to pay with Oyster cards as 
they are, customers are instead required to sign up for a contactless Barclaycard which features an Oyster chip for the 
transport system. This is clearly limiting the addressable market and therefore also interest from merchants. In our 
groups, which took place in the greater London area, consumers often liked the idea of being able to use Oyster for other 
small purchases. Either way, however, these contactless schemes are focused on bricks-and-mortar payments and 
typically not a competitor to PRS.  

5.3 Online payment systems 
Online shopping has become very common in the UK. According to the UK Cards Association, 32 million people in 
Britain shop online.20 Interactive Media and Retail Group estimates that there was a 14-15% year-on-year growth in 
online spending in the last quarter of 2009.21 

Apart from payment directly through cards, requiring the consumer to enter their full card details, there are a number of 
payment providers on the internet, often managing transactions through a credit or debit card at the back end. The most 
well-known of these is PayPal, discussed further below.  

Other key online brands have also entered the payments area, but so far with more limited impact than PayPal. Internet 
giant Google runs Google Checkout, which also has a mobile version, used for its Android OS and application store. 
Developers are unhappy with the user experience on Google Checkout, however - a survey by SkyHook in the US 
showed 43% believe they would sell more apps if operator billing or another simpler method was used22.  There are 
similar complaints about PayPal mobile, which is mandated by Blackberry for its app store. In these cases, where usage 
is believed to be suffering due to cumbersome payment methods, usage could be boosted by the introduction of PRS as 
a payment option.  

Another major force online, Amazon, caused a bit of a stir when launching its mobile payment facility in October. The 
Amazon Mobile Payments Service provides developers with APIs that enable them to feature it as an option on mobile 
sites. Importantly, it allows for integration with Amazon's well-known 'one-click' payment service. Amazon is initially 
focusing on the U.S. when rolling out this service, but this sort of branded payment extension from a major internet player 
is an interesting development and perhaps the first significant such move since PayPal.  

                                                             
19 Mymoneydiva.com, Moneyhighstreet.com 
20 UK Cards Association, 12 November, 2009; www.theukcardassociation.org.uk 
21 Ibid, plus the Interactive Media and Retail Group, 3 December, 2009, www.imrg.org 
22 SkyHook Wireless: Fall 2009 Android Developers Survey: http://www.locationrevolution.com/stats/SkyhookDevelopersSurveyDec2009.pdf 
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But these big-name services are only a few of the options available. For example, UK-based online payment service 
Nochex is used as a payment option online for mobile downloads by some providers and others among our interviewees 
cited online currency solution Coinz as an option they are considering.  

5.3.1 PayPal 
PayPal, owned by auction site eBay, has more than 22 million registered accounts in the UK. Brands are clearly 
important on the internet, where some consumers still remain suspicious when dealing with merchants they don't already 
know well. PayPal is currently building its brand in the UK, having launched its biggest marketing campaign ever in the 
UK in the autumn of 2009. The payment provider is spending £1million on outdoor, radio, online and press advertising; 
pushing the message that PayPal can be used for payment at a wide range of branded websites.  

Where discussed in groups, PayPal was regarded as a safe, secure and convenient way of paying on the Internet. 
Consumers liked the fact that they didn't have to enter their credit card details repeatedly and that a merchant would not 
have access to their credit card details, but only receive payment through PayPal.  

PayPal is clearly not yet a significant presence on the mobile internet, but it does have a mobile checkout mechanism. 
From a user-experience point of view, it suffers from having several screens, but if the brand and level of trust built up 
online can transfer to mobile and a more user-friendly process introduced, it could become a force to contend with.  

In the US, PayPal mobile payments were up 650% on  "Black Friday", the traditional shopping day after Thanksgiving, in 
2009, compared to 2008 - but the company gave no indication of the base number of transactions in 2008.23 

 

 

 

 

                                                             
23 Moconews.net, 29th November, 2009 http://moconews.net/article/419-paypal-says-mobile-payments-surged-on-black-friday/ 
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6 Premium rate service areas 

In our groups, there was a clear delineation between services that served a utilitarian purpose and those that provided 
entertainment or distraction. Unsurprisingly, it appears that price elasticity is greater for services that consumers deem 

useful. Overall, Directory enquiries, Adult entertainment and 087 business information lines represent the greatest 
amount of PRS revenues generated in 2009, while competitions were the service consumers said they used the most. 
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Our industry survey shows relatively limited optimism for the development of use of PRS as a payment mechanism over 
the next 1-2 years for a number of the different services explored below. While respondents expect total retail revenues 
to grow for a number of the service areas, PRS share of that pie is typically expected to decline or at best remain stable.  

For many services, reaching consumers with marketing messages is the biggest challenge. Our quantitative study 
showed that consumers get information about premium rate services from a range of sources, but ads on the internet 

was the most common, followed by word 
of mouth.  

In our groups, consumers were pointing 
out that at times they had seen 
advertising or heard about services that 
seemed useful to them, only to not 
remember the details of it at the time 
when they had a need for the service. In 
particular for functional services that may 
be highly useful to consumers but are 
less-frequently used, it will be important 
to ensure prominent rankings on search 
engines or find other ways of getting in 
front of consumers at the time when they 
have a specific need.  

6.1 Directory enquiries  
Directory enquiries (DQ) generated £220.5 million in 2009, making up a significant 27.2% of the UK premium rate 
market. The category is undoubtedly under pressure from both the internet in general and the increasing use of mobile 
internet services, however.  

DQ providers - including market leader, The Number, operating the 118 118 service - have diversified in order to meet 
this challenge. They typically offer both voice and text options in their traditional directory enquiry range, with voice calls 
providing the added bonus of information sent on by text when the user is calling from a mobile phone. In addition, they 
have diversified to extend its offering beyond "pure" directory enquiry services and now provides a range of services over 
voice and text. These include, for example, the ability to 'ask anything' by text. 

6.1.1 Consumer attitudes 
In our groups, there were quite a few regular DQ users who had considerable affection for voice- or text-based directory 
enquiry services, especially given the more rounded service offers companies in this sector now offer.  

While consumers acknowledged that you do pay for the privilege, there are DQ services that, in theses users' minds, 
have truly become a 'trusted friend in your pocket'. Because these brands are trusted to deliver the right kind of 
information, in particular when you're in an area you don't know so well, these services have the potential to outlive 
access to similar information available for free through search engines accessed via the mobile internet.  
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There was also, in particular among the DQ fans in the younger groups, a lot of positives about the ease with which you 
could get numbers for local take-aways or cab companies, without having to trawl around the internet on a PC or mobile. 
While some said they would call 118 numbers even when they were near a computer, less frequent users of directory 
enquiries said they would prefer to just go online to find the numbers they needed, however.  It is also worth noting that 
in  our groups, some of the more frequent use of DQ services was fixed-line or mobile phones paid for by employers, 
rather than consumers themselves.24  

 

The quantitative study showed that 32.8% of the total population had called directory enquiries in the past six months - 

but the majority (26.4% of the total sample) had done so less than once per month. The heaviest users of 118 services 

are younger adults. Among 18-24 year-olds, 51.1% had used services in the past 6 months and 14.6% of the sample did 

so more than once a month. This was closely followed by the 25-34 year-olds, where 47.8% had used DQ in the past six 

months. This reflects the trend of younger people looking for everyday, quick convenience, and being prepared to pay for 

this, which was evident in the consumer groups.  

                                                             
24 This is in line with Analysys Mason findings in its 2008 report noting that a high proportion of DQ usage is for business purposes. See "UK Phone-paid 
services market: current conditions and future trends", Analysys Mason, December 2008 
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6.1.2 Likely developments 
Despite the brand loyalty that some users have towards their chosen DQ provider, increasing access to free information 
that is similar to that paid for through DQ is clearly a threat to the sector going forward. For those providing DQ services, 
adding value around existing services is working for some parts of the audience, but overall, downward pressure on price 
can only be expected when free alternatives are available to consumers.  

It is clear that price in itself isn't everything, however - there are providers already under-cutting the leading services, but 
these have so far failed to impact the market considerably, however.  

The industry expects PRS share of revenues for both mobile and voice-based PRS to decline over the next few years, 
although revenues from mobile-based DQ is expected to grow overall. While there is clearly ample opportunities for 
advertising and sponsorship in this sector, downward price pressure on basic DQ services can only serve to reduce its 
PRS revenues.  

6.2 Information services  

Information services span quite a wide range of activities. It includes (but is not limited to) services such as:  

‐ News or sports text alerts 

‐ Information services from 'ask any question' to specific information such as details on flats or cars, or price 
comparison, by text or mobile internet 

‐ Information service lines, such as software help, car mechanic assistance, or calls to get information or 
arrange appointments, used for example at a range of embassies 

‐ Race tipster lines and similar  

This segment is estimated to represent 6.8% of the total PRS market in 2009. Mobile information services value is 

estimated at £36.7 million for the year and voice-based services, £18.5 million.  
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6.2.1 Consumer attitudes 

6.2.1.1 Premium rate information/service lines 

In our groups, there was some quite strong affection for voice services that were really useful. This included the 
'extended' directory enquiries services, seen by some as a real 'friend in your pocket' and 'lifesaver', but also specific 
service numbers - such as a £1/minute car mechanic advice or plumbing assistance line.  

What made these services stand out for those who used them was firstly that there was immediate access to a qualified 
advisor, without delays or sense that they were 'kept on the line'. In consumers minds, this is in stark contrast to many 
09- or 08- numbers which they felt involved prolonged waiting as well as cumbersome navigation through automated 
menus.  

Secondly, consumers saw real value in the services being delivered. In both the car mechanic and plumber cases, 
making the calls was clearly cheaper than calling an expert out. So, the service was seen as cost-effective and therefore 
the £1/minute charges and uncertainty about what the total cost may be was not as big a problem.  

The quantitative study showed limited but relatively healthy usage of premium rate information lines - overall, 20.6% of 
the population had used them in the past six months, rising to 41.1% of 18-24 year-olds. Some in our industry interviews 
also say this is an area where premium line usage is still showing some growth, fuelled by the relaxing of prior approval 
conditions for such services a few years ago.  

6.2.1.2 Text based information services 

The quantitative research showed that 27.4% of the sample had received text alerts in the past six months. This may be 
an over-estimation of the share of the population using premium rate alerts, however - while the question specified that 
services should be paid for, it is likely that some in the sample were in fact receiving alerts for free.  
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There are indications from industry that text alerts are on the increase, but industry sources stress these are not 
necessarily premium rate, but can be free services from brands building loyalty to increase revenues on other platforms. 
Paid services are also being deployed, however - for example, airline easyJet offers a premium text-based information 
service to its customers.  

Some consumers in our groups had subscribed to text alert services, but had discontinued because they didn't feel in 
control of the charges. The services they had used - such as football alerts - were typically charged per message rather 
than time period. This caused a sense of loss of control and a perception that they were perhaps ending up spending 
more than they'd like on the service. 

There, is, however, quite a bit of affection for pull- rather than push-based SMS services. In the groups, certain service 
examples were brought up repeatedly: Services that answer "any question" that users pose - such as 63336 (Any 
Question Answered) or 82ASK (now run by The Number), and services using car registration numbers to provide 
information on prices, engine size and ascertaining the car is not stolen.  

These are often services used in a social context for a more emotional benefit - to check disputed facts or 'one-up' 
friends at the pub, in the case of car information. But at times there are also more 'serious' usage occasions, such as 
making sure a car is not stolen before buying it, which clearly serves a more functional purpose.  

6.2.2 Likely developments 
Some information services are likely to be under pressure from free sources of content, especially as usage of internet 
on mobiles increase. Googling for answers is increasingly a viable option to texting for an answer for many in those 'pub 
discussions'.  

Services that provide a solution to a problem and that are better value than what can be found elsewhere, could clearly 
have further potential. Here, the challenge to providers will be marketing their service effectively and ensuring consumers 
are aware of them at the time when they're needed.  

In addition, many news organisations, which are currently planning implementation of payment systems for their content 
online, see mobile as a 'natural' paid-for platform. In 2009, a number of big media outlets in the UK launched mobile 
applications for the iPhone. These are not paid through premium rate, however - but applications created for other mobile 
platforms may be.  

In our industry survey, respondents expected SMS based information services to grow, while voice-based services were 
expected to decline over the next 1-2 years. PRS share of revenues were expected to decline for both categories, 
however.  

6.3 Call Services 
Some providers use both the 087 and 09 ranges of numbers to provide international call services, but regular local 
access numbers and the 0844 and 0845 number ranges are also frequently used for this purpose. We estimate that the 
09 part of this activity represented 0.9% of the UK 09-voice PRS market in 2009, generating £6.9 million, with further 
traffic going over the 087 range of numbers.  

This part of the market seems likely to be suffering due to the availability of cheap IP telephony options online, which are 
now often used by those needing to make frequent or longer international calls. For example, research firm 
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Telegeography estimated that Skype became the world's largest carrier of international calls in 2008 - but this still means 
it has captured only 8% of the traffic in the 417 billion-minute market. 25  

International calling cards using premium rate can also be a problematic area. Often these are targeting users whose first 
language isn't English, some cards feature copy that can be confusing. While at first glance, the cards may appear to 
offer call-time for free, the full details (often involving a requirement to pay for the first 15 minutes of a call, in order to 
then get free minutes) can be difficult to decipher.  

Respondents to our industry survey were divided on the development of revenues in the overall UK call services market. 
Close to 39% expected them to decline over the next 1-2 years, but 35.5% expected them to grow. More than half 
expected PRS's share of the market to decline, however.  

6.4 Adult Entertainment 
Adult Entertainment is estimated to represent some 15% of the premium rate market, with voice-based services 
generating £80.2 million and mobile £50.9 million. Industry sources stress that adult entertainment on mobile has, like 
paid-for adult content on the internet, suffered due to the increasing availability of content for free. Video clip downloads 
on mobile is still a growing market, according to some interviewees.  

The voice-based sex-chat market may in this case have greater resilience, given that unlike other mechanisms, it 
provides the ability to interact directly with another person without the need to access the internet. This is clearly an area 
where video short codes can also be used, rather than pure voice, however.  

One industry source points out that, unless content is provided by a trusted brand, it can be more difficult to convince 
people to part with credit card details to access adult services than what is the case for other services. This is, they 
argue, one hindrance to increased use of webcam-based services in the sector.  

PRS mechanisms are at times used as a way to pay in order to unlock content on the internet, but this practice appears 
to have declined as well. For example, The Sun, which used to charge for access to any Page 3 imagery, now provides a 
lot of this for free.  

6.4.1 Consumer attitudes 
Certain obvious advantages to accessing paid-for adult content on mobile are well known and these came across very 
clearly in our consumer groups. Accessing adult content on mobile is, for those who use it, ‘a bit of fun’ when a partner 
might have gone to bed or isn’t at home – but with the key benefit of secrecy and anonymity. The mobile is private; 
usage is hard for anybody else to track and nobody else (including partners) are likely to view the bill.  

While we believe consumers have significantly under-reported their use of adult services, 4.20% said they had 
downloaded porn images or videos to their phones in the past six months and 3.6% that they had used sex chat lines.  

                                                             
25 Telegeography CommsUpdate, 24 March 2009; www.telegeography.com 



 
Current & Future market for PRS 

 

© Thinktank International Research 2010  40 

6.4.2 Likely developments 
In our industry survey, the prevalent view was that overall retail revenues for adult entertainment on mobile will increase 
in the next two years, while premium line revenues will decline. For both types of access mechanism, PRS share of 
revenues is expected to decline, however, or at best remain stable.  

The adult industry is traditionally at the forefront of innovation around charging models, so it is likely an area to watch in 
order to see early signs of an industry shift to other mechanisms. There are some obstacles to using other methods and 
billing mechanisms for this part of the industry, however, since some brands seek to disassociate themselves from the 
sector. Apple, for example, does not allow adult content on its official application store and PayPal also doesn't sign up 
merchants in the adult sector.  

6.5 Competitions 
Competitions are something of a success area in the premium rate field, representing a key driver for growth in 2009 
according to many in the industry. There is a plethora of them around, often marketed online, on TV or on radio. Although 
Channel 4 is still not using premium text after the problems with quiz TV and TV voting, other channels have embraced 
this type of revenue generation again. On daytime TV, premium rate competitions have become a mainstay on channels 
such as GMTV, for example. The audiences responding to TV competitions can be substantial. Due to a problem with 
the competition, ITV revealed that 139,000 users had entered a  £1 competition connected to its coverage of Formula 1 
racing in 2008, for example.26  

Some of the competitions available, in particularly through the online channel, are text-triggered, however - users may 
register a card or pre-pay on a site and then get pushed questions to answer during the day.  

6.5.1 Consumer attitudes 
As much as 41.9% in our quantitative sample had entered a competition by text in the past six months. It is possible that 
the premium rate usage in this audience is in fact a bit lower, since some competitions are free, or, in the case of some 
text-triggered competitions that are paid for online, even billed through credit card. But it is likely that the majority does 
come from premium rate billing.  

In our younger groups, consumers found these sorts of services - responding to a competition on the radio or perhaps on 
TV - as a bit of fun that was cheap and instantaneous. It's the sort of service that they'd access without necessarily 
thinking twice, and which they can't imagine using through any mechanism other than text. 

6.5.2 Likely developments 
Respondents to our industry survey not only expect revenues from both voice and text-based competitions to grow, but 
also expect the PRS share of revenues for these to increase. Industry interviewees are similarly bullish. Alongside voting, 
this is very much an area ideally suited to PRS payment; enabling consumers to quickly and easily enter a competition at 
the time it is advertised. A return of TV quizzes (but in a more organised and transparent fashion than some of those held 
in earlier years) could clearly provide a major boost to this part of the market.  

                                                             
26 Ofcom Broadcast Bulletin, Issue 148, 21 December, 2009 
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6.6 Flirt, dating and chat (non-sexual)  
Voice-based chat lines are available both over the 087 and 09 number ranges, but internet options have clearly taken a 
chunk out of this market.  

Industry sources stress that text chat and flirting, in particular, have been in something of a growth spurt, however. These 
are designed in different ways. The perhaps most well-known provider, Flirtomatic, has a Freemium model where it 
doesn’t charge for the service itself, but enables users to buy flirt points to use in order to send virtual gifts or even 
advertise themselves on the service. Others, such as Isomob’s FlirtFinder, charge for the use of the service. Revenues 
from PRS based flirt, dating and chat are estimated at £19.6 million in 2009, representing 2.4% of the overall market. 
This does not include virtual gifts. This represents only a fraction of the overall market for dating or chat - according to 
Mintel, the UK online dating market alone was worth £80 million in 2008 and will reach £95 million in 2009.27 

6.6.1 Consumer attitudes 
Participants in our consumer groups didn’t report having used phone based services such as these. While consumers 
may be under-reporting this segment somewhat, in our quantitative study, only 5% said they had used and paid for 
flirt/dating or chat services on their phone in the past six months. Men (6.9%) were more likely to use these services than 
women (3.3%).  

6.6.2 Likely developments 
Usage of text- and mobile internet based chat and flirting appear to be trending upwards, with no real reason for this to 
change in the near future. Mobile is a natural channel for social media and chat, as evidenced by the large share of 
mobile internet traffic emanating from the use of social media sites.  

As with many services, the question mark may be around payment methods, however. In the near term, PRS is not 
necessarily under threat for those services already using it. Going forward, with services increasingly migrating to the 
mobile internet, the picture could look different. In our industry survey, respondents expected revenues for these services 
to grow, with PRS share remaining stable.  

6.7 Gambling, betting, lotteries and scratch cards 
This category encompasses a range of services. Quite a lot of these, such as betting, many mobile casinos and so on, 
are often more likely to be paid for using non-PRS mechanisms. Typically, a gambler will have a registered account with 
a provider, which works over a range of channels. This provides obvious benefits for the provider not just in terms of 
tracking spending but also awarding any gains to the customer. Even on mobile portals, for example, users typically 
gamble using a pre-stored value account set up with the service provider, rather than the mobile operator. Of those in the 
quantitative study that had used any of the services in this segment, the most common way of paying was non-PRS.  

But other services are more natural contenders for PRS. Scratch cards, for example, have become quite big business 
online and could conceivably be easily accessible for smaller amounts on the phone. On mobile, the sector has been 
marred by problems with some significant fines charged for scratch card operations in 2009. One industry source say the 

                                                             
27 Mintel, April 2009, www.mintel.com 
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PRS scratch card market has fallen dramatically due to increased regulation, arguing that up to half of all providers are 
no longer running services.  

Overall, gambling, 
betting, lotteries and 
scratch-cards using PRS 
are estimated to 
represent 4.5% of the 
PRS market in 2009 - a 
total of £36.3 million. By 
comparison, gambling 
consultancy H2 Gambling 
Capital estimates that the 
European interactive 
gambling market will be 
worth €8.31 billion in 
2009, up from €6.8 billion 
in 2008.28 

6.7.1 Consumer attitudes 
Quantitative research shows 10.4% of respondents had used betting, lotteries, scratchcards or gambling in the past six 
months. 5.9% of the total sample had done so less than once a month and 2.8%, once or twice a month. As mentioned 
above, non-PRS payment methods were most common, but these were closely followed by texting to pay (30.5% of 
users) and calling (25.9%). Spend on gambling activities can be fairly high - 10.7% of users said they spend more than 
£10 each time they use a service.  

6.7.2 Likely developments 
In our industry survey, the majority of respondents expect revenues for text-based services to grow, while opinion is split 
about the future of voice-based options. There is clearly an appetite for these sorts of services and it seems likely that 
text-in PRS lotteries or mobile scratchcards, provided with sufficient transparency for the end-user, could be a growth 
area.  

6.8 Mobile games 
In the face of dwindling mobile personalisation revenues, the mobile games segment is regarded as something of a 
success story. As devices become more capable, the games experience has also improved. Importantly from a PRS 
standpoint, however, games are proving popular in the iPhone app store, with non-PRS based billing. It is, then, not clear 
whether all those purchasing mobile games in our quantitative study were using PRS to pay. Importantly, many of the 
more hardcore gamers are believed to have switched to devices where games payments are typically not PRS-based. 
This is where the games with higher price points are typically migrating. 

                                                             
28 H2 Gambling Capital, www,h2gc.com - all figures refer to gross gambling yield (stakes less prices)  
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Nevertheless, mobile games is estimated to represent 6.8% of the overall premium rate market in 2009, generating some 
£55.3 million in PRS revenues. This compares to an overall estimated market value of £1.9 billion for video games 
software in the UK in 2008.29  However, the wider games market has been declining in 2009, with unit-sales declining 
13% in the first three quarters of the year - portable games software has been hard hit, with a 34% decline in 3Q.30 
Globally, online gaming is estimated to represent one-quarter of the total video games market.31 

Those wanting to play games on the go also of course have a range of specialised device options, such as the PSP or 
Nintendo DS. The latter recently announced that it had sold 10 million devices in the UK.  

6.8.1 Consumer attitudes 
We only had one or two keen mobile gamers in our groups - for them, mobile games were boredom busters that were 
easily accessible at the time they felt they needed them. Interestingly, though, one of our respondents had found herself 
over-consuming games and switched from a mobile contract to prepaid in order to ensure she would manage her spend.  

Others, however, say they would rarely actually pay for mobile games - instead, they'd play pre-loaded samples, or 
download new sample games but not go beyond the free stage to the point where payment is required. But pre-installed 
demos clearly work for providers - in 2008, UK games publisher association ELSPA and Chart-Track estimated that UK 
operator Orange accounted for 25% of all games revenues, which the operator attributed to embedding games on 
handsets.32 

In our quantitative study, 21.2% of the audience said they had bought a mobile game for their phone in the past six 
months. The heaviest usage is in the 18-24 year old (30.9%) and 25-34 year old (33.4%) age groups. By far the most 
common way of paying was through the mobile internet, billed through the phone bill - which would be either through 
operator portals or Payforit off-portal. Of those buying games, 48.4% (10.2% of the overall sample) had paid this way. 
Just over 16% had paid by credit/debit card or through an online payment account, such as PayPal or iTunes. Among 
those who said they already had an iPhone- or iPhone-like device, 31.5% had purchased games, also illustrating some 
of the non-PRS mechanisms potentially at play. However, this audience represented only 36% of those who had paid 
using non-PRS mechanisms.  

6.8.2 Likely developments 
Mobile games represent the original mobile applications success story - they were bought and downloaded to handsets 
at respectable rates long before the idea of 'app stores' entered the mainstream vocabulary. Therefore, they are a natural 
ingredient in the application stores now offered by a range of providers. With devices being more sophisticated, games 
are, too – and price points can be significantly higher for advanced games for, for example, iPhones.  

The user interface and capabilities of the iPhone – and other devices now following it – have also opened up new doors 
for game developers. Games aimed at children, for example, can use much more intuitive user-controls and features 
than was previously possible.  

                                                             
29 MCV estimate based on unit sales reported by ELSPA, 7 January, 2009, www.mcvuk.com 
30 Top Global Markets/MCV, 5 November, 2009, www.mcvuk.com 
31 Lazard Capital Markets, referenced in MCV, 10 June, 2009, www.mcvuk.com 
32 Mobile Entertainment - www.mobile-ent.biz, 22 April, 2009  
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Mobile operators are putting increased emphasis on marketing their own applications stores and games are expected to 
be used as a selling point. In addition, the availability of operator-billing for Android and Blackberry content is believed to 
be an opportunity to unlock the potential for application sales for these devices. This could all help drive mobile game 
PRS revenues.  

There has long been a lot of discussion about ad-funded gaming, but so far, this has failed to make much of a dent in 
paid-for revenues. Branded or sponsored games will likely grow going forward, but is unlikely to make that much of an 
impact on the market in the short term. Overall, then, the opportunities in the mobile games sector look promising overall, 
but not all of this opportunity is PRS-paid.  In our industry survey, the prevalent view was that overall revenues for mobile 
games would grow in the next two years, with PRS share of revenues remaining stable.  

6.9 Purchases of other entertainment content for mobile phones 
Video and music downloads for mobile phones have long been anticipated to become the 'holy grail' on mobile, but while 
usage of this form of entertainment is growing, it hasn't quite fulfilled expectations.  

Nevertheless, as much as 21.1% of the quantitative sample said they had bought music or video for their mobile phones 
in the past six months. The majority (13.2% of the total sample) had done so less than once a month. 11-17 year-olds 
(37.3% had used the services) were far more likely to do acquire this sort of entertainment than adults (17.1%). Based on 
our discussion with industry, these figures seem fairly high, however.  As on the internet, this type of content is often 
side-loaded or shared between users.  

The segment is estimated to represent 6.6% of the total PRS market in 2009, generating revenues of £53,2 million. By 
comparison, according to record industry association the BPI, digital represented 10% of UK paid music revenues in 
2008.33 The UK digital music market is estimated to be worth £150-200 million in 2009, according to sources. Price 
Waterhouse Coopers estimates the UK market for digital video downloads in 2009 at US$20 million.34  

We only had one or two examples of users of music download services in our groups. Here, the main attraction was the 
ability to access music they wanted to hear immediately - again, the idea that you shouldn't have to wait for what you 
want clearly comes into play.  

6.9.1  Likely developments 
Respondents to our industry survey believed overall UK retail revenues for mobile entertainment other than games would 
continue to grow and the prevalent view was that PRS share of these revenues would remain stable. As in the case of 
games, this is one area where the plethora of other payment mechanisms available for applications may make a dent in 
the PRS market.  

But it is also likely that, as consumers increasingly own devices that can easily be linked up to computers and the 
boundary between fixed and mobile blurs, side-loading becomes even more prevalent.  

                                                             
33 BPI, 18 May, 2009, www.bpi.co.uk 
34 PriceWaterhouseCopers, Global entertainment and media outlook, 2009-2013 
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6.10 Tarot, horoscope and psychic services 
Our industry interviews suggest this area is growing overall. This could perhaps be due to a consumer need to have 
something to hold onto in what can be perceived as uncertain times. In a market that skews heavily towards female 
users, one interviewee reported a surge in males using services after introducing a text-based option.  

In tandem with this growth, however, is a move of some of these services to non-premium rate payment. This is partly 
due to the ability to charge more per minute than the £1.50 per minute limit on premium rate lines. In this context, 
payment is moving to credit card or online payment. Some voice-based services are advertised with options for calling an 
09 number or a regular number with credit card payment. Others have moved to online service delivery, adding 
additional value to the customer by having 'virtual face to face' consultations through a webcam.    

Possibly, both these developments and the mobile use for this type of services have been held back by more traditional 
views and lifestyles of many practitioners in the field. Some of our sources suggest, however, that the fact that services 
haven't migrated to the web as much so far was due to the typical customers’ previous reluctance to use credit cards 
online. As the use of credit cards online generally has increased, comfort-levels have increased with it.  

This service segment is estimated to represent 2.1% of total PRS revenues in 2009; with mobile services generating £9 
million and voice-based services £8.3 million.  

6.10.1 Consumer attitudes 
Our quantitative research shows that the audience for PRS in this sector is relatively small - only 4.8% had used services 
at all in the past six months.35  Most had only dipped into a service such as this - 2.6% of the total sample said they had 
used it less than once per month, 1.5% once or twice per month and only 0.6% more than twice per month.  

The majority of the users - 57.1% - had used text to access the services, while 33.6% had called a premium rate line. 
Users typically spent quite limited amounts on PRS fortune-telling services - 38.7% of the users spent less than £1 each 
time and 25.2%, £1-3. Thirty-six percent spent more than £4.  

Given feedback from the industry about the growth of esoteric services in the market, however, we expect that the actual 
level of usage is higher than what consumers reported.  

6.10.2 Likely development 
The market for this type of services is notoriously difficult to predict. However, it is a sector that can have quite loyal 
users. For our interviewees, this could spur a desire to move payments away from PRS towards credit or debit cards, 
which allow for a much closer relationship with the consumer. One provider, who was reporting significant success with 
text payments, is actively working to move the user-base from PRS to credit-card billing. The provider was actively 
looking to reduce the share of revenues emanating from PRS and had successfully transitioned from 70% in January to 
50% in September. The reason here was less about revenue share, but the ability to build a community and regularly 
contact users. For similar reasons, mobile applications are an attractive route to market.  

                                                             
35 Question asked: "And in the past six months, how often have you used and paid for any of the following, on your mobile or over the phone? - 
Tarot/Astrology or Psychic services" 
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Other sources see moves to webcam consultations online increasing significantly, with PRS in these cases no longer 
playing a part in payment. So, while for certain services PRS is likely to still feature as a payment mechanism, its 
prominence looks likely to decrease.  

6.11 Voting and other forms of participation TV 
After some time in the doldrums following the raft of participation TV scandals in 2007, this part of the market is now 
starting to pick up. Due to issues around time-stamping and risks of latency with text-based voting, voice-based PRS is 
dominating the sector. Sources suggest that, while volumes are not yet anywhere near those experienced before the 
problems a few years ago, the market has grown by 8-10% this year. Voting dominates the segment, with reality TV 
shows such as I'm a Celebrity Get Me Out of Here and X-Factor are driving a lot of the traffic. More than 10 million votes 
were cast for the X-Factor final alone.36  

In 2009, participation TV is estimated to have represented 3.9% of premium rate revenues. Voice-based services are 
estimated to have generated £23.4 million, mobile £6.0 million and red button £2.2 million.  

6.11.1 Consumer attitudes 
In our groups, many had voted on reality TV shows using premium rate. For some in our older sample, doing so was very 
much seen as part of the entertainment when watching TV as a family over the weekend. They expected to spend a 
certain amount on votes when they were watching a reality TV show. Interestingly, this audience also much preferred 
voice-based voting. Making the call and, in some cases, having a celebrity thanking you for the vote through the IVR 
system, was all part of the fun.  For these users, text-voting wouldn't be able to provide this added extra.  

But it appears the lack of text-based options to vote could keep participation down in our younger sample, however. This 
audience likes voting by text but is less keen on having to remember and dial the longer numbers required in order to call 
in and vote.  

Overall, consumers in our groups like the feeling that they are making an impact by casting their votes. It is telling that, 
among those that don't normally use these services, specific occasions where they feel strongly about a subject can 
compel them to do so. One example cited in groups was the Jade Goody/Shilpa Shetty argument in Big Brother 2007.  

According to the quantitative research, 29.4% of the population had participated in some form of participation TV using 
text in the past six months, and 32.6% had done so using voice services.37 Some 13.6% of the total sample had voted by 
phone more than six times in the past six months.  

Those in our groups who used other participation TV features, such as texting in comments to a TV show, also viewed 
this as very much part of the enjoyment of a TV show. The audience in groups were very much aware of the previous 
problems surrounding voting and interaction on TV, but this clearly no longer had much of an impact on their willingness 
to use these services.  

                                                             
36 AIME, December 09 roundup, http://www.aimelink.org/ 
37 Questions asked: How often have you done (and paid for) any of the following in the past six months? Voted by text or texted in comments to a TV or 
radio show  - Voted on a reality TV show (like X-Factor) by calling a phone number 
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6.11.2 Likely developments 
The participation TV sector looks likely to continue growing unless any further trust issues around services emerge. The 
reasons for this come both the demand- and supply-sides. Consumers clearly enjoy and are happy to pay for these 
services. For the TV industry, they represent a new revenue stream at a time when it finds itself struggling against 
declining advertising revenue and increased competition from the internet. So far, however, not all TV channels are 
wholeheartedly embracing PRS services again - Channel 4, for example, has been very careful with activities in the 
sector.  

Respondents to our industry survey expect revenues in the sector to grow, both for text and voice based interactions. 
Our interviewees expect interactive features to increasingly take centre-stage in TV formats, with programming created 
that tightly integrates premium rate features from the concept stage. This has been talked about for some time, but was 
clearly shelved when PRS use on TV was re-examined as a result of the problems with services. Now, these ideas are 
re-emerging.  

Some also expect that we will see a re-emergence of the premium rate quizzes, but in versions that have more clearly 
defined consumer information and are controlled in a way which channels from a few years ago were not.  

There is currently one particular point of concern for the Participation TV sector, however: the emergence of ad-funded 
online voting options, enabling viewers to cast their votes on reality shows for free. The current services on offer are not 
seen as a problem in themselves. However, votes cast in this way are not audited in the way premium rate votes now 
are, which could lead to problems. Furthermore, votes can come from international sources. Large volumes of such 
internet votes could create suspicions of fraud in activities surrounding reality TV shows, such as betting on the 
outcomes.  

While trust is returning to the participation TV sector, it is still regarded as relatively fragile. Any further publicised 
problems could set the sector back significantly again.  

6.12 Mobile personalisation 
Mobile personalisation services - dominated by ringtones and graphics for mobiles - have taken a big hit over the past 
few years. The problem with ringtone subscriptions is only part of this story. A large part of the ringtone market is simply 
undermined by the possibility to sideload songs to the phone and set it as a ringtone, or bluetoothing of ringtones from 
one phone to another. When it comes to wallpapers, many simply use the phone cameras to produce their own - or 
sideload images onto devices.  

While much smaller than it once was, there is still market for ringtones, but price points have fallen sharply. 'Second 
generation' mobile personalisation services, such as video ringtones, which were expected by some to pick up some of 
the slack, have not really taken off.  Furthermore, tones can also be part of a 'package' of services, so less distinct as a 
category and price point. This segment is estimated to represent 3.4% of the 2009 PRS market, generating revenues of 
£27.2 million.  

The typical response from our groups about personalisation services was that they had bought ringtones in the past, but 
did so less at present – this is clearly in line with what the market is seeing overall. Unless there is significant take-off in 
new types of mobile personalisation - such as, for example, video ringtones - it looks likely that revenues in this sector 
will continue to dwindle.  
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6.13 Virtual gifts  
Digital gifts can be a significant part of mobile social networking or flirting services. It is well known to be a key revenue 
generator for Flirtomatic. However, credit or debit cards can also be used to pay for the FlirtPoints that allow users to 
send gifts.  

Virtual gifts are becoming quite big business on the Internet, however. Facebook is said to be generating US$75 million 
from virtual gifting in 2009.38 But in the case of Facebook, PRS does not feature as a payment option at all.  Overall, it is 
likely that the share of revenues from virtual gifts driven by PRS payments is limited. We estimate that it represents 0.2% 
of the market and £1.5 million in revenues.   

But, equally, there is potential for the PRS share of the market to grow, given the potential for PRS to provide a billing 
mechanism for impulse purchases and the increasing use of social networking and similar services on mobile.  

6.14 Charity donations 
2009 saw some key changes to the way charity donations are made using text, which could prove the foundation for a 
significant rise in usage of these services. In June, there was an agreement on the ability to waive VAT for charity 
donations.39 Also, some key appeals in 2009 received a 100% return from operators on text donations. Comic Relief 
raised 7.8 million through text and Children in Need, £1.75 million. Please note that, because there is no revenue share 
as part of these appeals, these figures are not included in our total estimate of the size of the charity donations PRS 
market in 2009.  

The fact that these developments are very recent does mean that we are still only starting to see any significant use of 
PRS for charity donations. For many charities, the returns offered on text-based donations remain too limited. According 
to a survey carried out by consultancy nfpSynergy, the Institute of Fundraising and the Charities Aid Foundation in 
December 2008, 38% of charities said they hadn't looked into the potential of collecting donations through text and 70% 
said the high charges associated with doing this was a barrier.40 Although returns have improved, charity industry 
sources say this remains an obstacle.  

In 2009, charity donations are estimated to have accounted for 1.3% of the UK PRS market, generating a total of £10.8 
million, in addition to the £9.55 million generated through Children in Need and Comic Relief, which were not subject to 
revenue share and therefore not included in our market figures. By comparison, according to the The UK Cards 
Association, £1.19 billion was donated using debit, credit and charge cards in 2008. 

While SMS donations have a chance of becoming embraced by charities, due to these successful 'case studies', it 
appears that the PRS industry is not necessarily doing itself a favour by also suggesting other ways of donating via 
mobile. In a sector where many organisations are still not used to dealing with mobile donations and not necessarily the 
first to adopt new technologies, a range of technology options can be confusing.  

                                                             
38 Silicon Alley Insider, 2 July, 2009,  http://www.businessinsider.com/breaking-down-facebooks-revenues-2009-7 

39Institute of Fundraising.20 June 2009, http://www.institute-of-fundraising.org.uk/Resources/Institute%20of%20Fundraising/ 

Documents/PDF/SMS%20Report%20June%202009.pdf 
 
40 nfpSynergy, Institute of Fundraising and CAF: Sending out an SMS, 2009, 
http://www.nfpsynergy.co.uk/includes/documents/cm_docs/2009/n/nfpsynergy_sending_out_an_sms_2009.pdf 
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6.14.1 Consumer attitudes 
It is not clear whether text donations cannibalise donations through other channels. If it did, it would be a concern for the 
charity sector, since the average size of credit card donations is far higher than the typical £5 text donation.  

However, our qualitative research suggests that at least younger consumers are far more likely to make donations at all if 
they can do so by text. Immediacy is one reason - our consumers said that while they were interested in giving to causes 
they saw as worthwhile, they might easily forget if they couldn't do it there and then. But the reasons that make paying by 
text attractive overall also very much come to the fore when discussing donating to charity in this way. They are very 
attracted by the fact that they don't have to share credit card details and that they don't have to talk to someone who 
might try to make them donate more than they'd like.  

Consumers are, however, taken aback by return messages informing them of how much of the charge will reach the 
charity. Although all fund-raising carries a cost, consumers typically don't get this kind of stark reminder of what that cost 
actually is. Getting this information can lead to them feeling a bit cheated.  

Some 14.3% in the quantitative study had donated to charity using text in the past six months - but this rose to 28.8% in 
the 18-24 age group and 24.4% among 25-34 year olds. It appears that there is potentially an un-tapped market here for 
the charity sector.   

6.14.2 Future developments 
PRS industry sources are holding out quite high hopes for charity donations as an area of potential growth. Although 
business arrangements will likely be different from those used for non-charitable paid-for services, the volumes could be 
substantial. Furthermore, respectable charities using PSMS as a payment method could potentially help increase trust in 
PSMS as a payment mechanism overall. However, we have seen that consumers often consider the service provider 
rather than the payment mechanism when deciding whether they trust paying.   

Sources in the charity sector believe that, despite the very public successes with PRS donations from Comic Relief and 
Children in Need, it will be some time before we see widespread use of PSMS donations. This is partly due to the fact 
that many charities are not yet familiar with the medium and need reassurance of further proof points before taking it on. 
The sector is also looking for further improvements in outpayment rates. In this respect, the information to consumers 
about the share of the donation reaching the charity could prove an important negotiating tool.  

From the charity point of view, the revenue share model overall can be difficult to accept for larger donations. Some PRS 
industry sources also say that going forward, it is likely that instead of a revenue share, they may use a service fee 
model for the charity sector, with a set cost for a certain number of donations handled. This would also eliminate the 
need to send consumers the awkward messages that risks putting them off donating in this way.  

Some in the PRS sector believe that charity donations might be one area where text subscription services could make a 
comeback. From a charity point of view, however, it is far more attractive to receive donations by Direct Debit. This 
allows much closer interaction with the giver. The charity typically has access to all contact details for further 
engagement and it is currently also getting a larger share of the donation. So, in order to sign up charities to use PRS in 
this context, the organisations will need to be convinced that these are donations they would otherwise not get.  

Although growth may initially be slow, it is likely that we'll see hockey-stick take-up of donation mechanisms once the 
charity sector fully accepts the medium.  
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6.15 Payment for non-phone-based content and services 
Premium rate could conceivably be used for a range of different services that are not on the phone. Most usefully, 
perhaps, replacing the need to carry coins for parking meters or similar charges.  

In this segment, there is a lot of payment activity that is not premium rate, however. The London Congestion charge is a 
typical example, as are various parking schemes. Typically, this is due to outpayment rates, in particular for mobile 
alternatives, not being sufficiently high to justify direct implementation of premium rate payment. 

There is some premium rate usage in other areas, too - in the adult sector, one interviewee had quite successful trials of 
using £10 PSMS to pay for physical DVD sales. In this area, premium rate charges have also been used as a way of 
unlocking content on DVDs given away for free with publications or newspapers. Here, the best approach was reached 
through trial and error - consumer preferred to pay a higher charge and get access to all the content rather than smaller 
charges for specific scenes. Other examples are a range of WiFi providers who are using PRS as a payment option for 
occasional usage. 

Premium rate is also at times used to unlock content on the internet. In this case, it can be very suitable for occasional 
use, when a user would like to view only a specific piece of content. If a consumer regularly uses the same site, however, 
it can become cumbersome to wait for codes unlocking content, meaning that a subscription or a site's own stored value 
account can provide a better user experience.  

We estimate all services in this segment to have generated some 1.4% of PRS revenues in 2009, totalling £11.6 million.  

6.15.1 Consumer attitudes 
While our quantitative study suggests 15.3% had paid for something that wasn't on their phone using text, this was, for 
example, close to 30% in London, where both Congestion Charge and parking payment in certain zones is text-triggered 
but not premium rate. Our consumer groups showed very clearly that once consumers have registered with a service that 
provided payment through text-trigger, they didn't regard this payment mechanism as any different from the usual 'paying 
by text'.  Consumers were really happy to use text to make payments they would otherwise have needed coins for.  With 
services such as these embraced by consumers, the fact that outpayment rates are keeping them out of the PRS space 
is clearly holding revenues back.  

6.15.2 Likely developments 
Respondents to our industry survey expected PRS revenues from non-phone based content and services to grow in the 
next few years. To a great degree, this area remains fairly untapped - often due to the outpayment rates available. 
Growth therefore seems very likely, but it could be significantly greater if this hurdle to adoption was addressed.  
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