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1 Executive summary  

This report discusses the current state of the UKôs premium rate services market, providing a 

market analysis for 2010, and a forward-looking view for 2011 and beyond.  The report was 

produced for PhonepayPlus by consultancy Analysys Mason Ltd. during Q4 2010. 

Definition of Premium Rate Services 

óPremium rate servicesô  (PRS) are defined as content, information or other value-added services 

that are paid for through a charge added to the consumerôs fixed telephony bill, mobile bill, or 

other communications services bill. Such services typically include paid-for content, data services 

and value added services such as red button voting. PRS are usually accessed by dialling or texting 

to numbers beginning 09, 118, 0871/2/3; or by texting to five or six digit mobile text short codes. 

Calls and texts to such services generally cost more than a normal phone call or text message, 

hence the term òpremium rateò.  The term óphone-paid servicesô is used interchangeably with the 

term óPRSô in this report. 

The premium rate industry in the UK  incorporates a diverse group of services, as shown in the 

taxonomy below, which divides the market into 5 major service categories: 

¶ Information services 

¶ Calling services 

¶ Entertainment services 

¶ Personalisation and gifts 

¶ Payment services 

 

 

 

 

 

 

 

 



Current and emerging trends in the UK premium-rate services market  |  2 

Ref: 18490-45 . 

Service area Service type  Description 

Information Directory 

Enquiries (óDQô) 

All phone-paid services classified as directory enquiries 

Information 

Services 

Includes phone-paid information delivered across any platform: 

¶ sports and news updates 

¶ tipster lines  

¶ specialised information services such as legal or technical advice  

¶ text-information services such as AQA 

¶ location-based information services (paid maps, find-the-nearest etc) 

¶ Business information lines (e.g., customer service, product helplines) 

Calling Call Services Premium rate services for alternative call routing or access, including 

¶ International call routing 

¶ Reverse charge services 

Entertainment Adult 

Entertainment 

All phone-paid content of a sexual nature, delivered across any platform, 

including: 

¶ adult chat, video, images 

¶ recorded stories and other adult content  

Competitions & 

Quizzes 

Competitions and quizzes which participants engage in via call-in or text-in 

action (regardless of origin of call-to-action) 

Voting & other 

Participation TV 

All phone-paid participation TV activity, including: 

¶ Voting (via ñred buttonò, call-in or text-in) 

¶ Text-to-screen 

Flirt / Date / Chat  All phone-paid chat and dating services of a non-sexual nature. Includes 

chat on 087x. 

Gambling, 

Lotteries etc. 

All kinds of phone-paid gambling and lottery activity (incl. scratch cards, 

casino etc)  

Games All phone-paid gaming activity including purchase of game applications paid 

for by phone, one-off access to a game, purchase of game levels etc. 

Tarot / Astrology 

/ Psychic 

Phone-paid fortune-telling services, incl. tarot, astrology and psychic 

services    

Other 

Entertainment 

Music, video, TV and other entertainment content paid for by phone, whether 

streamed, downloaded (via a fixed or mobile broadband connection or TV 

set-top box) or accessed through mobile applications. 

Personalisation 

& gifts 

Mobile 

Personalisation 

All mobile device personalisation content and services - predominantly 

ringtones and graphics 

Virtual Gifts Phone-paid payments for the purchase of virtual objects or services within 

community/social media sites (outside the chat/flirt/date activity)  

¶ purchasing virtual gifts for friends, or virtual accessories or objects for 

use within a social media environment 

Payments Charity 

Donations 

Donations made using premium text or calls 

Payment of Non-

phone based 

services  

Payment for non-phone-based content and services, including 

¶ One-off payment for Wi-Fi access, SMS-based payments for services 

such as parking , etc. 

Figure 1.1: Taxonomic map of premium rate services market segmentation [Source: PhonepayPlus, 

Analysys Mason] 
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1.1 PRS Market Size and Evolution 

In 2010, the premium rate industry in the UK was worth an estimated GBP 816.2 million 

excluding VAT, up 0.8% from GBP810.1 million in 2009.1  

Figure 1.2, below, shows the breakdown of revenue from the high-level categories of premium rate 

services2. 

 

Figure 1.2: Revenue (GBP million) on PRS by service category, 2009 and 2010 [Source: Analysys 

Mason, 2010]
3
 

Of the major PRS categories, the largest in terms of revenue is Entertainment, followed by 

Information Services (the majority of which is accounted for by Directory Enquiries). 

Entertainment PRS were worth GBP 428.6 million in 2010 (52.51% of the total phone-paid 

services market). The Entertainment category saw revenue growth over the year, up 6.1% from 

GBP 404.1 million in 2009. This was mainly driven by growth in gambling, participation TV and 

                                                      

1
  All market size figures in this report refer to revenue ex-VAT, unless otherwise specified. 

2
  Note: Business Information Lines (087x numbers) have been regulated by PhonepayPlus since August 2009.  Because of this, the 

2009 figure for revenues from Business Information Lines was estimated by PhonepayPlus using a different methodology from the 

other PRS categories for 2009; the 2010 revenue figure for Business Information Lines was estimated using the same methodology 

as that used for all other PRS categories. The 2010 Business Information Lines (087x numbers) have been included in the 

Information Services, and for comparison this segmentation has also been applied to the 2009 numbers. 

3
  2009 revenue figures from ThinkTankôs report include all mobile internet billing mechanisms (GBP21.4 million), of which Payforit 

(GBP13.6) is a sub-set. 2010 revenue figures only include Payforit revenues (GBP18.3 million) 
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flirt chat lines. However, the remainder of the product segments declined marginally or at best 

remained stable. 

These declines reflect changing consumer spend and purchase habits, rather than a decline in 

consumer appetite for paid-for entertainment services per se.   

A number of key factors are driving this shift (many of which impact other areas of the PRS 

market as well, although less dramatically): 

¶ Entertainment services are increasingly going digital, and being delivered across a wide 

variety of platforms which may not necessarily be within the control of, or linked to, the 

consumerôs telephony provider 

¶ The trend towards greater availability of free information and content is continuing ï both 

user-generated content (the creation of which is of growing interest for users of social 

networks and other consumers of Internet video) and ad-subsidised content are increasingly 

accessible on fixed and mobile platforms, and compete with paid-for services which are 

offered via PRS. Segments that have avoided declines are those that are not available through 

alternative free methods, i.e. that involve participation / human interaction 

¶ As smartphones become more prevalent among consumers, enabling both Internet access 

from the mobile and the use of mobile applications, these methods of accessing 

entertainment and other information services are displacing opportunities for phone-paid 

services 

¶ Consumption of entertainment services (and discovery of information, content and 

applications in general) is increasingly centred on social networks, which are creating  new 

addressable markets for social games and applications that could present growth opportunities 

for PRS if the right partnerships are developed; however at present many social network  

services are monetised by non-phone-paid payment mechanisms.   

¶ Content and service providers are providing consumers with a wider range of payment 

options than in the past, which compete with PRS ï these include credit card billing, billing 

to online accounts through applications and content providers such as iTunes, payment via 

third-party services such as PayPal, prepaid cards, and even virtual currency wallets within 

social networking and gaming applications; consumers are also becoming more comfortable 

with online and mobile-based non-phone payment methods, as these become more widely-

used and trusted 

o A further factor is driving provider interest in alternative payment methods: as 

highlighted by a number of industry players we interviewed for this study, a 

requirement for high revenue share payments from PRS content providers to 

the service providers (notably mobile operators) who provide consumer billing 

via PRS is dampening the growth of this method of billing - mobile operators tend 
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to take a relatively high proportion of content and applications revenue when such 

content is billed to the subscriberôs mobile bill (typically 30%). 

These trends are discussed in more detail below, and are further illustrated by a closer examination 

of the individual service sub-categories which make up the PRS market (shown in Figure 1.3, 

below).   

 

 

Figure 1.3: 2010 Phone-paid services revenue by service sub-category (GBP million) [Source: 

Analysys Mason, 2010
4
 

The largest individual phone-paid service sub-category in terms of revenues generated is Directory 

Enquiries (part of the Information Services category in Figure 1.1), which was worth an estimated 

GBP 206.4 million in 2010 (25.3% of the overall PRS market).  Directory Enquiries also showed 

high penetration levels in 2010 ï it was the second-most-commonly used PRS service according to 

our consumer survey, with 23% of survey respondents reporting they had accessed Directory 

Enquiries PRS one or more times in the past three months.   

The most widely-used PRS service last year was competitions and quizzes (a sub-category of 

Entertainment), which 26% of survey respondents reported accessing. 

 

                                                      

4
  The revenue figure for charity donations does not include revenue share by network operators that have been waived.  

206

121

16

128

54
43

35
45 48 51

21
8

22
5

13

0

50

100

150

200

250

R
e
v
e

n
u

e
 (

G
B

P
 m

ill
io

n
)

(425) (30) (18)(327)

Information

Calling

Entertainment

Personalisation & gifts

Payments



Current and emerging trends in the UK premium-rate services market  |  6 

Ref: 18490-45 . 

  

Figure 1.4: Penetration of specific phone-paid services among survey respondent [Source: Analysys 

Mason, 2010] 
5
 

Adult Entertainment Services (a sub-category of Entertainment) also constitutes a significant 

proportion of the phone-paid market, worth an estimated GBP 129.4 million in 2010 (15.9% of 

total PRS revenue), but unsurprisingly was not used by as wide a group of consumers (6.3% 

penetration).  

While Directory Enquiries and Adult Entertainment Services remain the two largest contributors to 

the PRS market, as they were in 2009, markets for both have shrunk in the past year (Directory 

Enquiries Services by 6.4% and Adult Content by 1.3%).  The most important factor in both 

declines is increasing competition from free information and adult content, as well as the 

increasing diversity of means to pay for, and consume, such services.  The short-to-medium term 

trends impacting the PRS market are discussed in more detail below. 

1.2 Discovery and perception of phone-paid services 

As part of this yearôs study, Analysys Mason surveyed consumers about how they discover, and 

perceive, phone-paid services. 

In terms of discovery, adverts on TV or radio were the most likely means for consumers to 

discover a given phone-paid service. 47.3% of respondents who had purchased a phone-paid 

service stated that a TV or radio advert had been their call to action.  

                                                      

5
  The consumer survey we carried out did not explicitly define Business Information lines (087) in the definition of General information 

services. 
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However, new platforms are becoming an important means of discovery for certain types of 

phone-paid services.  Web advertising was cited as the most common discovery mechanism for 

three individual service types: phone-paid flirt/date/chat services; phone-paid music/video services 

and phone-paid virtual gifts.  Web advertising plays an important role for discovery of all types of 

PRS services ï it was among the top three discovery mechanisms for PRS overall.  

Mobile application stores are a relatively new advertising mechanism for PRS and offer a variety 

of discovery options. PRS services may be advertised directly within the mobile app store. 

Alternatively, the user may find an advertisement for a PRS services within an app that they have 

purchased from an app store. Thirdly, the user may discover a PRS service related to an app which 

they have already purchased, for example, an opportunity to purchase virtual currency. Mobile 

application stores were the most common discovery mechanism for phone-paid games. Mobile app 

stores ranked either second or third among discovery mechanisms for four other individual phone-

paid service types: phone-paid adult content, music/video services; virtual gifts and personalisation 

services.  

QR codes are another emerging means of discovering PRS services.  QR codes are two-

dimensional barcodes which are used as a call-to-action by advertisers, who invite consumers to 

ñreadò the code via a cameraphone, after which it is processed by an application which provides 

access to a particular service, coupon or piece of digital content. They are widely used for 

consumer advertising in Japan but are a relatively new concept in the UK. Once QR codes become 

more established, we anticipate that they will be a growth driver for a range of real-world and 

virtual purchases, particularly if payment providers can successfully integrate a (phone-paid) 

purchase option.  

Social networks are offering a new discovery and advertising channel for PRS.  Premium rate 

services are increasingly being marketed on social networks such as Facebook, MySpace and 

Twitter.  4.3% of PRS users we surveyed had discovered the phone-paid services that they used in 

the past six months via a social network or internet forum, although for some phone-paid services, 

such as virtual gifts, the proportion was significantly higher (13.7%). 

 

Providers of adult and gambling services that we spoke with have yet to exploit social network-

based marketing opportunities because of age restrictions, but could conceivably target 

advertisements at specific demographic groups based on gambling site usage or adult general 

internet browsing, or advertise on 18+ social networks. 

1.3 Consumer perspectives on phone-paid services 

For users of phone-paid services, accurate pricing information is the single most important factor 

that will help to improve trust, with just under three quarters (73.9%) of phone-paid service users 

citing this as a factor that would help improve trust (see Figure 1.5). 
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Privacy issues were also seen as important to respondents, with 18.6% of respondents believing 

ókeeping my personal details confidentialô would improve their levels of trust in phone-paid 

services. 

 

Figure 1.5: Factor(s) that would help improve the level of trust users have in phone-paid services 

[Source: Analysys Mason] 

Around half of phone-paid service users (45%-55% depending on the specific PRS service type) 

believed that their current PRS usage level6 would stay the same over the coming year.  Across the 

board, however, more consumers believed their usage would decrease than believed it would 

increase, over the coming 12 months: 

¶ This difference was especially marked for Mobile Personalisation services (16.2% difference 

in favour of decreasing usage), Competitions / quizzes (12.3% difference) and Call services 

(12.0% difference).  

¶ Non-phone content, charity donations, music / TV / video services, and tarot services had the 

most equal ratio of users believing their usage would decrease and those that believed it would 

increase, indicating the most stable usage levels. 

                                                      

6
  Respondents were asked about expected usage changes for each PRS service they had used in the past six months. 
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Figure 1.6: Self-predicted change in usage of PRS over the next 12 months, by service area. [Source: 

Analysys Mason]  

¶ óLack of interestô was the most common reason cited by consumers for non-usage of phone-

paid services. The fact that mobile applications have seen significant traction in the past 12-18 
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¶ Cost is also a deciding factor: 28.3% of non-users cited cost as a reason for not using phone-
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across a wide variety of platforms which may not necessarily be within the control of, or linked to, 

the consumerôs telephony provider, including delivery to the TV via the set top box, to the games 

console via the Internet, and to the mobile phone via third-party content and applications 

providers.  

At the same time, many players in the content and entertainment world are stretching beyond their 

traditional places in the value chain, in the search for additional revenue and control of the 

customer relationship.  Device manufacturer Apple has become the worldôs most influential 

distributor of digital content.  Internet search provider Google is offering everything from free 

information services to IP-based voice telephony.   

The relationship between the consumer and the communications services provider, which was 

once the most trusted one in the communications universe, is being displaced by these new 

players.  While this is a threat to PRS services, it also creates potential new opportunities for those 

PRS providers who are flexible enough to develop new partnerships and consider alternative 

business models. 

Greater availability of free information and content is displacing paid-for options and limiting 

PRS growth 

The trend towards greater availability of free information and content is continuing, with 

significant implications for the future of the PRS market.  On one hand, there is significant growth 

in the creation and availability of user-generated content (the creation of which is of growing 

interest for users of social networks and other consumers of Internet video)  

Ad-subsidised and sponsored or promotional content is increasingly accessible on fixed and 

mobile platforms, and competes with paid-for offerings which are offered via PRS.  Such content 

may range from ad-subsidised directory enquiries to promotional mobile apps developed by 

companies looking to build brands or to pull users in initially with the ultimate goal of moving 

them onto paid-for services. 

As discussed above, the growing availability of free content is a major factor in the declining 

revenue from both information services and adult content services.  For adult services, industry 

sources explain that user-generated free content is a major competitor to paid-for content.  The 

growing prevalence of óAdult 2.0ô ï including adult ótubeô sites (which offer access to user-created 

adult video and images) is reducing consumer willingness to use phone-paid adult content.  For 

information services, the ability to ñjust Googleò any business with an Internet presence is now 

displacing not only directory enquiries calls from the home, but also those made on the move, as 

growing numbers of mobile subscribers take advantage of smartphone capabilities and mobile data 

plans. 

The proliferation of free mobile content and applications, rather than via charging the consumer 

directly, is impacting consumer perception of value and limiting what consumers are prepared to 

pay for; however, content and service providers still need to monetise their offerings.  Striking a 

balance between the interests of consumers and providers, ófreemiumô application business 
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models are becoming more prevalent on the mobile as well as the online platform, particularly for 

game applications. Freemium games allow the user free access to basic content, but charge for 

premium services, be they access to additional levels within the game, or content, such as virtual 

gifts, accessories, weapons and power-ups.  While these premium services are normally billed in-

app, the requirement for micropayments (especially in the mobile environment) potentially offers 

new opportunities for phone payments.  At present, however, most apps bill via non-PRS payment 

mechanisms, for example credit/debit cards; Paypal and, increasingly, virtual currencies (discussed 

below). 

 

Smartphones are becoming more prevalent, enabling both mobile Internet access and the use of 

mobile applications 

 

As smartphones become more prevalent among consumers, the ability to access entertainment 

and other information services directly using mobile data services is displacing opportunities for 

traditional phone-paid services while potentially also creating new opportunities for PRS service 

providers. 

 

The availability of devices with enhanced connectivity, and more effective UIs and OSs is 

increasing, enabling more sophisticated mobile content and applications and increasing the size of 

the addressable market.  Flat-rate data plans and sender-pays schemes are reducing the cost of 

using paid-for mobile entertainment services for consumers. 

 

App stores have significantly altered the landscape for paid-for content and services, affecting the 

business models for content providers and other players in the market, and impacting the way 

services are monetised and billed (see detailed discussion in Section 3.2 of this report).  Apple has 

led the way with its iTunes store, which moved from online to mobile with great success as the 

sole source of applications for the popular iPhone, and is now being extended to offer applications 

for the iPad.  Many of these applications are free, either because they are being offered to 

consumers for marketing purposes, because they are ad-subsidised, or because they are gateways 

to ñhookò users into an app with the goal of then upselling them with in-app virtual goods or 

premium game levels and the like.   

 

Initially many app stores were looking to mobile operators to provide the billing for app purchases, 

creating phone-paid service opportunities, but we are seeing an increasing shift to alternative 

payment mechanisms within the mobile app environment. 

 

Social networks are becoming a central feature of consumer entertainment and information 

sharing and may significantly impact PRS opportunities 

Consumption of entertainment services (and discovery of information, content and applications in 

general) is increasingly centred on social networks, which are creating  new addressable markets 

for social games and applications that could present growth opportunities for PRS if the right 
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partnerships are developed.  However, at present social network services are primarily monetised 

by non-phone-paid payment mechanisms, including credit/debit cards; Paypal and, increasingly, 

virtual currencies. Our consumer survey revealed that on average 9.5% of survey respondents 

had purchased one or more items of digital content through phone paid mechanisms over the past 

six months, whilst in a social network.    

 

For service providers, social networks are offering a new marketing channel. Premium rate 

services are now being advertised on social networks such as Facebook, MySpace and Twitter, 

with some positive results, particularly for certain categories such as virtual gifts. Along with 

direct advertising, the marketing agencies who work with PRS service providers have opened  up 

opportunities for viral marketing.  

 

Consumers have an ever-widening range of payment options for content and entertainment 

services 

Payment processes and mechanisms continue to fragment across platforms, as a result of 

consumer preference for choice and as new players enter the market seeking to differentiate 

their propositions. While phone-paid services benefited from something of a first mover advantage 

as a payment mechanism for digital content, the spread of new platforms and the development of 

new business models for the provision of digital goods and services are resulting in an increasingly 

diverse marketplace.  

Virtual currencies  and ñcreditsò are also becoming a more established means of making 

micropayments within certain types of online, mobile and gaming environments.  Virtual 

currencies have long been employed within the online gaming space as a convenient solution for 

consumers and an inexpensive way for service providers to monetise small items of content, by 

cutting out the credit card companies in particular.  They are increasingly being employed by 

social networks and other large online communities to support transactions within applications 

hosted by and for the social network.  Leading social network Facebook recently launched its own 

virtual currency intended for use across the multitude of popular social games and other 

applications which it hosts.   

 

Virtual currency purchases potentially create new opportunities for phone-paid billing ï at least at 

the point where the consumer purchases the virtual currency itself -- as well as competing with 

PRS billing.  Many of these services are however, currently being monetised by non-phone-paid 

payment mechanisms.  

1.5 Outlook for 2011 

The micropayments ecosystem (of which PRS is a part) is evolving rapidly. Premium rate services 

are subject to competitive pressure from a growing number of sources, discussed in more depth in 

the body of this report. The trend towards greater availability of free information and content, the 

wide range of payment options now available to content providers and consumers, and the high 
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required revenue share payments from PRS content providers to the service providers (notably 

mobile operators) are all dampening the growth prospects for PRS in the UK.  

This yearôs study has, however, provided some compelling evidence that the PRS industry is 

moving in the right direction.  Most industry stakeholders interviewed as part of the study agreed 

that regulation introduced in the last couple of years in the UK has helped óclean upô the PRS 

industry and improved its functioning.  

This is reinforced by the findings from our consumer research: only 3.0% of current phone-paid 

service users cited ólack of trust of the companies offering these servicesô as the reason they 

werenôt interested in using additional types of phone-paid services. This compares favourably with 

the 2009 survey, in which  4.0% of non-users of PRS cited their reason for non-use as a lack of 

trust in the companyôs advertising PRS; and with a figure from the 2008 Market Review which 

showed that on average, 20.0% of non-users of any given PRS service cited lack of trust in the 

service as a reason for not using it.  This suggests that there has been a significant reduction in the 

prevalence of issues caused by less scrupulous PRS providers.  

Our research has also identified a number of potential growth areas for PRS, notably around social 

media and mobile applications.  For example, virtual goods purchases may offer new growth 

opportunities for PRS services providers, as could billing opportunities for mobile applications and 

purchases within applications.   

However, PRS providers must be adaptable in considering new partnering and revenue share 

models if they wish to make the most of these opportunities, and should work proactively with 

mobile operators in particular to demonstrate the benefits of a more flexible approach in targeting 

these new markets.  Industry stakeholder interviews suggest that communications providers (and 

mobile operators in particular) are reviewing their current revenue share agreements with PRS 

service providers and that these may become more favourable to PRS providers in the course of 

the coming year.  Along with improving revenue share agreements, exploring new partnerships 

and alternative business models will be a key element of any successful PRS growth market 

strategy. 
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2 Introduction and methodology 

This report builds on previous work commissioned by PhonepayPlus, and covers both the current 

market and its evolution over the past 12 months as well as the outlook for the market in the 

coming year. It provides a broad overview of trends and drivers across the phone-paid market as a 

whole, as well as more detailed information about individual phone-paid service market sectors.   

Its purpose is to assist with planning and policy-making at PhonepayPlus, and to provide insight 

into the current situation and future development of the phone-paid market for existing and 

prospective industry participants. 

In order to evaluate the market, Analysys Mason has conducted an extensive programme of 

primary and secondary research. This includes: 

¶ In-depth interviews with 17 companies in the phone-paid services sector. These included 

executives from across the value chain, including mobile operators, fixed operators, service 

providers and content providers (including content producers). 

¶ A consumer survey, comprising a nationally representative survey of 14 000 to form a base of 

5000 consumers (conducted through SSI). This survey captured information from both adults 

and the youth segment (the 11ï17 age group). 

¶ Internal desk research covering Analysys Masonôs relevant in-house materials, as well as 

previous research conducted on behalf of PhonepayPlus. 

¶ External desk research to support the primary research with consumers and stakeholders, 

with the aim of capturing further information on industry developments. 

The data gathered from these four strands of research has been comprehensively analysed to 

produce a balanced picture of the current state of the industry and its outlook for the next 12 

months. 

It has also been used to inform a detailed market sizing for UK premium rate services, which 

draws on:  

¶ Top-down/total market figure based on out-payment data submitted to PhonepayPlus  

¶ The bottom-up break-down of this figure by service type based on the quantitative consumer 

study, coupled with average price points or spend.  

The data were then sense checked with industry information from secondary sources as well as 

through direct discussion with industry players. 

The remainder of this report is structured as follows: 
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¶ Chapter 3 examines the market context and major trends affecting the current and future 

market for phone-paid services 

¶ Chapter 4 provides market sizing and market analysis by phone-paid service type  

¶ Chapter 5 discusses PRS as a content and services payment mechanism, comparing it to 

alternative payment mechanisms and exploring consumer attitudes to usage of different 

payment methods 

¶ Chapter 6 examines marketing of phone-paid services, with perspectives from both consumers 

and industry stakeholders, covering discovery of and engagement with phone paid services.  

¶ Chapter 7 explores public perception of phone-paid services 

¶ Chapter 8 provides key takeaways for industry, segmented by stakeholder type 

The report includes several annexes containing supplementary material: 

¶ Annex A provides further details about the consumer survey undertaken. 

¶ Annex B provides further details of the industry interviews undertaken. 

¶ Annex C provides details of the market sizing methodology 

¶ Annex D provides details of the service penetration by respondent demographic 

Note on terminology 

Throughout this report we have used the terms óphone-paid servicesô and óPRSô (premium rate 

services) interchangeably.  We have also referred to ópremium rate numbersô rather than óphone-

paid numbersô, in line with common usage. 

Abbreviations 

This report features a number of abbreviations. These are defined as follows:  

ï DQ: Directory enquiries 

ï PpP: PhonepayPlus 

ï PRS: premium rate services 

ï MNO: Mobile network operator 

 

 

 

 

 

 

 



Current and emerging trends in the UK premium-rate services market  |  17 

Ref: 18490-45 . 

  



Current and emerging trends in the UK premium-rate services market  |  18 

Ref: 18490-45 . 

3 Current and future market for phone-paid services  

3.1 Introduction  

In this section, we discuss the trends within the broader information, content and services 

ecosystem that are impacting the market for phone-paid services.  

Following the general trend discussion, we explore two areas in more detail -- mobile applications 

and app stores, and social networking -- on the basis that these are likely to have a major impact on 

the way in which paid-for services are offered and consumed by target audiences in the UK. 

3.1.1 Key chapter findings 

¶ Entertainment services are increasingly going digital, being delivered across a wide variety 

of platforms and giving rise to a range of new business models which  may not necessarily be 

within the control of, or linked to, the consumerôs telephony provider. 

 

¶ Smartphones are becoming more prevalent among consumers, enabling Internet access from 

the mobile and driving the use of mobile applications 

ï mobile apps are introducing new ways to access and consume information and services, 

as well as offering easier access to a greater wealth of free content.  

ï this is displacing traditional PRS but may be creating alternative opportunities for phone-

based billing services. 

 

¶ Consumption of entertainment services (and discovery of information, content and 

applications in general) is increasingly centred on social networks, which are moving from 

the online world into the mobile domain 

ï this is creating opportunities for the sale of both virtual and real-world goods and services 

around specific communities of interest, which could present growth opportunities for PRS 

if the right partnerships are developed. 

 

¶ The trend towards greater availability of free information and content is continuing; both 

user-generated and ad-subsidised or sponsored content and entertainment are competing with 

paid-for services which are offered via PRS 

 

¶ Providers of content and services are giving consumers a wider range of payment options 

than in the past, which compete with PRS; at the same time, consumers are becoming more 

comfortable with online and mobile-based non-phone payment methods, as these become 

more widely-used and trusted. 

 

These industry trends are having a marked impact on market segments that PRS operate in, and are 

raising significant questions for consumers and service providers alike, as discussed below. 
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3.2 Discussion of general trends impacting the phone-paid services market 

We identified a number of key trends in information and entertainment delivery and consumption 

which impacted the PRS market in 2010 and will continue to have significant influence on the 

market over the coming year.     

3.2.1 Entertainment services are increasingly going digital 

The main context for the on-going shifts in the PRS market lies in the digitalisation of content and 

entertainment services, as these are increasingly being made available to consumers via IP 

networks and the Internet.  Entertainment and information services are already being delivered 

across a wide variety of platforms which may not necessarily be within the control of, or linked to, 

the consumerôs telephony provider, including delivery to the TV via the set top box, to the games 

console via the Internet, and to the mobile phone via third-party content and applications 

providers.  Retailing of entertainment and content services has become increasingly sophisticated 

and personalised; for example, live portal management and behaviourally-driven ad serving ensure 

that the right content goes in the right place at the right time. 

At the same time, many players in the content and entertainment world are stretching beyond their 

traditional places in the value chain, in the search for additional revenue and control of the 

customer relationship.  Device manufacturer Apple has become the worldôs most influential 

distributor of digital content.  Internet search provider Google is offering everything from free 

information services to IP-based voice telephony.   

The relationship between the consumer and the communications services provider, which was 

once the most trusted one in the communications ecosystem, is being displaced by these new 

players.  While this is a threat to PRS services, it also creates potential new opportunities for those 

PRS providers who are flexible enough to develop new partnerships and consider alternative 

business models. 

3.2.2 Smartphones are becoming more prevalent, enabling both mobile Internet access and the use 

of mobile applications 

 

As smartphones become more prevalent among consumers, the ability to access entertainment and 

other information services directly using mobile data services is displacing opportunities for 

traditional phone-paid services while potentially also creating new opportunities for PRS service 

providers. 

 

The availability of devices with enhanced connectivity, and more effective UIs and OSs is 

increasing, enabling more sophisticated mobile content and applications and increasing the size of 

the addressable market.  A further driver from the service provider side is the increased availability 

of flexible and attractively-priced mobile data plans, for both postpaid and prepaid subscribers.  
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Flat-rate data plans and sender-pays schemes are reducing the cost of using paid-for mobile 

entertainment services for consumers. 

 

App stores have significantly altered the landscape for paid-for content and services, both in terms 

of the business models for content providers and other players in the market, and in terms of the 

way services are monetised and billed, as discussed in more detail in Section 3.2.  Apple has led 

the way with its iTunes store, which moved from online to mobile with great success as the sole 

source of applications for the popular iPhone, and is now being extended to offer applications for 

the iPad. 

 

Many of these applications are free; they are being offered to consumers for marketing purposes, 

they are ad-subsidised, or they are gateways to ñhookò users into an app with the goal of then 

upselling them with in-app virtual goods or premium game levels.  However, for those apps which 

are paid-for (or where the consumer has the option of making in-app purchases), there is an 

opportunity for mobile operators to provide the billing mechanism, using a platform such as 

Payforit.  Initially, many app stores were looking to mobile operators to provide this billing, 

creating phone-paid service opportunities, but we are seeing an increasing shift to alternative 

payment mechanisms, including credit/debit cards; Paypal and, increasingly, virtual currencies. 

 

We discuss the mobile applications ecosystem and the impact of mobile apps and app stores on the 

PRS market in more detail in Section 3.3 below. 

 

3.2.3 Social networks are becoming a central feature of consumer entertainment and information 

sharing and may significantly impact PRS opportunities 

Consumption of entertainment services (and discovery of information, content and applications in 

general) is rapidly shifting to social networks, which are creating new addressable markets for 

social games and applications.  Our consumer survey revealed that 9.5% of survey respondents 

had purchased one or more items of digital content via their mobile phone, whilst in a social 

network.   Purchases of digital content and entertainment services within social networks could 

present growth opportunities for PRS if the right partnerships are developed; however at present 

most social network-based services are monetised by non-phone-paid payment mechanisms.   

For service providers, social networks are offering a new marketing channel. Premium rate 

services are now being advertised on social networks such as Facebook, MySpace and Twitter, 

with some positive results, particularly for certain categories such as virtual gifts. Along with 

direct advertising, the marketing agencies who work with PRS service providers have opened  up 

opportunities for viral marketing.  Our consumer survey revealed that, 4.3% of respondents had 

discovered the phone-paid services that they used in the past six months via a social network or 

Internet forum. 

 

We discuss the evolution and impact of social networking in more detail below in Section 3.4. 



Current and emerging trends in the UK premium-rate services market  |  21 

Ref: 18490-45 . 

 

3.2.4 Greater availability of free information and content is displacing paid-for options and 

limiting PRS growth 

The proliferation of free content and applications, both online and increasingly via the mobile 

device, is impacting consumer perceptions of value and what consumers are prepared to pay for. 

This trend has significant implications for the future of the PRS market.   

There has been significant growth in the availability of user-generated content, the creation of 

which is of growing interest for users of social networks and other consumers of Internet video. 

What started as a fixed Internet phenomenon is now spreading to mobiles: reportedly YouTube 

mobile gets over 100 million views a day7. 

In addition, ad-subsidised and sponsored or promotional content is increasingly accessible on fixed 

and mobile platforms, and competes with paid-for offerings which are offered via PRS.  Such 

content ranges from ad-subsidised directory enquiries, to promotional mobile apps developed by 

companies looking to build brand or to pull users in initially with the ultimate goal of moving 

them onto paid-for services. 

The growing availability of free content is a major factor in the declining revenue from both 

Information Services and Adult Content services.  For adult services, industry sources indicate that 

user-generated free content is a major competitor to paid-for content.  The growing prevalence of 

óAdult 2.0ô ï including adult ótubeô sites (which offer access to user-created adult video and 

images) is reducing consumer willingness to use phone-paid adult content.   

ñWe are delivering better content, better customer service, better payment solutions, but 

tube sites are still making a significant dent. We have to deliver much more content to get 

the same revenues. The market would appear to be saturating.ò - [Adult entertainment 

services provider] 

For information services, the ability to ñjust Googleò any business with an Internet presence is 

now displacing not only directory enquiries calls from the home, but also those made on the move, 

as growing numbers of mobile subscribers take advantage of smartphone capabilities and mobile 

data plans. 

However, content and service providers still need to monetise their offerings.  The shift in 

consumer habits is driving some to explore new business models.  For example, the ófreemiumô 

application business model is becoming more prevalent on the mobile as well as the online 

platform, particularly for game applications.  Freemium games allow the user free access to basic 

content, but charge for premium services, be they access to additional levels within the game, or 

                                                      

7
  http://www.youtube.com/t/press_statistics 
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content such as virtual gifts, accessories, weapons and power-ups.  (Note: Freemium models are 

discussed in more detail in Section 3.3.3) 

 

If free-of-charge access becomes the prevalent business model for the majority of mobile content 

and applications purchases, as has largely been the case with online content and services, this has 

implications for the future of PRS and for the opportunities for the Payforit platform.  PRS 

providers may need a much more targeted approach focussing on those market segments where 

consumers are still likely to pay for content. 

3.2.5 Consumers have an ever widening range of payment options for content and entertainment 

services 

For those types of content and services where consumers are still willing to pay, we have seen a 

continuing fragmentation of payment processes and mechanisms, as a result of consumer 

preference for choice and as new players enter the market seeking to differentiate their 

proposition. While phone-paid services benefited from something of a first mover advantage, the 

spread of new platforms and the development of new business models for the provision of digital 

goods and services are resulting in an increasingly diverse marketplace.  

Content and services providers are providing consumers with a wider range of payment options 

than in the past, which compete with PRS ï these include credit card billing, billing to online 

accounts through applications and content providers such as iTunes, payment via third-party 

services such as PayPal, and prepaid cards. 

Virtual currencies  and ñcreditsò are also becoming a more established means of making 

micropayments within certain types of online, mobile and gaming environments, although these 

potentially create new opportunities for phone-paid billing, as well as competing with it. Virtual 

currencies have long been employed within the online gaming space as a convenient solution for 

consumers and an inexpensive way for service providers to monetise small items of content, by 

cutting out the credit card companies in particular.  They are increasingly being employed by 

social networks and other large online communities to support transactions within applications 

hosted by and for the social network.  Most notably Facebook has launched its own virtual 

currency intended for use across the multitude of popular social games and other applications 

which it hosts.  

 

A further factor is driving provider and consumer interest in alternative payment methods, from 

the supply side.  As highlighted by a number of industry players we interviewed for this study, the 

requirement for a  high revenue share payments from PRS content providers to the service 

providers (notably mobile operators) who provide consumer billing via PRS is dampening the 

growth of this method of billing.   Mobile operators tend to take a relatively high proportion of 

content and applications revenue when such content is billed to the subscriberôs mobile bill 

(typically 30%), while other payment methods (e.g., credit cards, online wallets) typically require 

a smaller pay-out from the content provider to the billing entity. 
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3.3 Mobile applications and app stores and their implications for the PRS market 

The market trend which we have identified as having the greatest potential implications for the 

PRS market is the growth of mobile applications and app stores, which we explore in more detail 

in this section. 

In the last two years, mobile applications have gone from being a niche market, to becoming a 

basic requirement for most smartphone users and a growing source of revenue for applications 

developers and providers.  Applications are developed by handset vendors, by third party 

developers or by operators.  They are distributed through a number of sources (including 

preloading on mobile handsets).  The two largest app stores in the market illustrate the rapid pace 

of growth:   

¶ Apple launched its App Store - which provides apps for use on the iPhone and other Apple 

mobile devices - in July 2008, with 552 apps. By October 2010, the Apple App Store had over 

300,000 applications available, and reported over 7 billion app downloads.  

¶ Android Market  ï which offers apps for devices using Googleôs Android platform -- has 

been available since October 2008, with UK users able to purchase paid applications from 

March 2009. There were over 170,000 Android apps published in 2010, a third of which were 

paid-for, with the remainder available to consumers free of charge8. 2.5 billion apps had been 

downloaded by December 20109.    

The success of mobile apps and app stores raises key questions for the PRS ecosystem.  One 

question is how PRS providers now fit in the mobile services value-chain, as it expands to include 

applications developers, device vendors and app stores.  Another is what the potential impact of 

mobile apps will be on how PRS services are discovered, paid for and consumed by consumers, 

now that there that there are many alternative ways to access mobile entertainment and content. 

3.3.1 The mobile applications ecosystem and market players 

Figure 3.1 provides an overview of the mobile applications ecosystem:  

                                                      

8
  Android Market ZOOM By AndroidZoom [available for download at http://blog.androidzoom.com/docs/2010-AndroidMarketZOOM-

byAndroidzoom_ENG.pdf] 

9
  http://androidfeeder.com/ 



Current and emerging trends in the UK premium-rate services market  |  24 

Ref: 18490-45 . 

 

Figure 3.1: Mobile applications ecosystem [Source: Analysys Mason] 

Mobile network operators, vendors, and internet players have all taken active roles in the mobile 

content value chain, driving the proliferation of mobile apps. 

¶ Mobile network operators (MNOs) have developed their content offerings and partnerships 

to address consumer demand for mobile content, increased competition, and the need to 

develop new revenue streams in the face on on-going downward pressure on ARPU. MNOs 

are looking to capitalise on assets which can differentiate their offerings from platform-based 

application stores (such as the Android Market) and vendor-managed applications providers 

(such as Appleôs iTunes store). MNOs are looking to exploit their fixed infrastructure (which 

can enable fast delivery), customer billing relationships, customer information and brand 

equity.  However, at this point in the marketôs evolution, MNOs are moving into an enabler 

role rather than providing consumers with their primary portal to access apps and content.  

¶ Vendors have taken a significant role in the mobile content value chain during the past 2ï3 

years. The most prominent example has been the massive success of Appleôs App Store, 

which capitalised on both the appeal of the iPhone, and the existing billing relationship Apple 

had with users through its online iTunes store. A link to Appleôs app marketplace is preloaded 

on all iPhones. Numerous vendors have now followed Appleôs lead and set up their own app 

stores; indeed, several (notably Nokia) preceded Apple into this market, but none have yet 

come close to Appleôs success. 

¶ Leading internet players have also entered the mobile apps environment. Online giant 

Googleôs Android  platform is now being used by multiple handset vendors.  It is attracting 

significant interest from applications developers and content providers looking to reach a 

wider mobile audience through the Google-managed Android Market, which provides apps for 

the multitude of smartphones which run on this platform..   
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¶ Third -party aggregators of mobile content such as Jamster are also players in the market, 

and were early entrants, but over time have lost their advantage to the vendor-led and Internet-

player-led offerings. 

3.3.2 Impact of mobile applications growth on monetisation and billing 

Mobile app stores have impacted the way content and services are monetised and billed for. 

Because of the early success of the Apple App Storeôs model in attracting developers, the revenue 

share model used by Apple has become more or less the industry standard, at least for now.  

Apple (and Google, via the Android Market) offer the same commercial terms to developers who 

build apps for them (US$99 to sign-up, plus a 70:30 revenue split).  

An increasing proportion of revenue from paid-for mobile content and applications will be off-bill , 

from the perspective of mobile services providers. As discussed above, consumers more often pay 

for mobile apps or within mobile apps via an alternative method, such as PayPal or an online or 

mobile wallet. Often this is managed by the app store provider; for example, iTunes customer can 

purchase apps from the Apple App Store using their preregistered iTunes account payment details, 

circumventing the mobile operator 

This trend is driven in part by apps providers opting to offer non-phone-paid billing as part of their 

general strategy to maximise revenue.  Industry players we spoke with for the study noted that 

mobile operators tend to demand fairly significant percentages of revenue from mobile content and 

apps sales which they bill for.  From the content providerôs perspective, having to give 30-40% of 

revenue to the MNO just for billing can make the proposition unprofitable, particularly if 

additional revenue has to be shared with other players in the value chain.   

3.3.3 The app marketplace is giving rise to new business models 

Monetising mobile content and applications is a key challenge for market players, who are looking 

to drive take-up as quickly as possible but must still earn revenue.  Games and applications 

publishers are experimenting with ófreemiumô business models (discussed above in Section 3.2.4), 

which allow the user free access to basic content, but charge for premium content or access.  

Examples of freemium apps include Zyngaôs FarmVille, hosted on Facebook; Smurfôs Village, an 

iPhone freemium game; and PlayForge's Zombie Farm, which is so far the only ófreemiumô app 

to reach Appleôs Top 10 Grossing Apps list. 

¶ Zombie Farm is an iPhone game which allows users to farm, grow and harvest crops and 

corpses, which they can then unleash on the neighbouring population. Users can purchase 

virtual items including USD0.99 brains and tombstones. Since launch in February 2010, 

Zombie Farm has been downloaded 7.3 million times from Appleôs App Store.  The game had 

a reported 2 million active monthly users as of December 2010.10 

                                                      

10
  http://techcrunch.com/2010/12/14/zombie-farm/ 
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Freemium models are also used for non-entertainment information services delivered via mobile 

apps, although this is less common.   

¶ Quest Visual offers an augmented reality app for the iPhone, which lets users train their 

camera on a piece of text and get it translated into another language instantly. The app is free, 

but it costs USD4.99 to load up the language (at the time of writing only Spanish/English was 

available). 

The ófreemiumô model is now well established across different types of application, and is gaining 

significant traction in the social games space in particular. Leading UK-based mobile payment 

technology provider Bango, which is involved in processing payments for a wide variety of mobile 

apps and market players, forecasts strong growth in revenue from ófreemiumô applications. Bango 

predicts that in-app mobile payments will grow from 5% of mobile app payments in 2010, to close 

to 30% of all mobile app payments in 201111. 

3.3.4 Impact of mobile applications and app stores on PRS discovery and distribution  

The success of the mobile application ecosystem will require PRS providers to reassess where they 

fit in the value-chain, as it expands to include applications developers, device vendors and app 

stores.  

A number of PRS providers we interviewed as part of this study are formulating their app store 

strategies. Service provider strategies depend on the services they offer, the size of the 

organisation, other channels they are using and expected ROI.  

For some existing providers, particularly those offering adult services, there is still a lot of faith in 

the MNO route to addressing the mobile apps market:  

ñMost of the MNOs have their own app stores; they are a good distribution channel and offer 

a secure revenue stream from content.ò ï [Gambling provider] 

For many PRS service providers we spoke with, app stores are seen as an additional new channel 

to market, which complements their existing channels:  

ñWe are actively moving in the direction of app stores, as a different way of selling our 

products.ò ï [Information services provider] 

Some providers are concerned that the larger app stores do not necessarily offer them the visibility 

that they currently get with the smaller stores and, for that reason, are not looking to offer their 

products and services via the Apple or Android platforms:   

                                                      

11
  http://news.bango.com/2010/12/06/less-than-5-of-mobile-app-revenues-this-year-from-in-app-billing%E2%80%A6/. The forecast is 

based on end of year trends from leading developers in the games, music and broadcasting segments. 
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 ñWe have considered Apple and Android, but we have taken the opinion that rather than 

being a needle in a haystack weôd go for the smaller stores; we havenôt got the funds of EA. 

We have good relationships with Blackberry and Nokia, so we are working mostly on these.ò - 

[PRS provider] 

Others were concerned that despite the hype, apps do not necessarily offer a good return on 

investment for all providers:  

ñThere is a lot of hype about apps. Weôre trying to find out if apps can make money, at the 

moment, it doesnôt look like they offer a substantial ROI.ò - [Adult content reseller] 

To that end, other providers are using the Apple and Android platforms as a channel to market, but 

are not adopting Appleôs in-app billing, since other payment mechanisms supported by the 

platform can offer a better revenue share model:   

ñWe have apps in the iPhone and Android stores, it is a great distribution channel. Weôre not 

using Appleôs in-app billing because you pay 30%, instead weôre using credit card payments 

within the app. For this reason, we donôt see a business model for gambling within the apps 

space, but are offering users the option to play for fun to help increase our profile.ò  

- [Gambling provider] 

Apple no longer supports certain 18+ content, including many gambling and adult content apps. 

Some providers believe this is going to limit the usefulness of the App Store as a distribution 

channel, potentially leaving greater scope for PRS services to maintain share in this area:   

ñWe have browser-based apps for smartphones and iPhone. Since Apple doesn't allow 

gambling, we are not working with them. We donôt believe that app stores will take revenue 

away from us.ò - [Gambling provider] 

ñWeôre looking at Android, since Apple removed adult-themed apps from its app store.ò  

- [Adult content reseller] 

3.4 Social media and their impact on the PRS market 

In this section we explore in more detail the rapid rise of social networks and social media, which 

is impacting the way in which PRS are being discovered and consumed, potentially creating new 

business models and new revenue opportunities. While social networks are not having as dramatic 

an impact on PRS market opportunities as the spread of mobile apps, the growing prevalence of 

social networking and its impact on consumer entertainment habits are important factors for PRS 

market players to consider in developing their service strategies. 

3.4.1 Social networking is the leading Internet and mobile application 

Social networks have become the leading Internet and mobile application in a remarkably short 

period of time. Based on the consumer survey conducted to support this market study, 82.6% of 
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phone-paid services users are members or regular users of at least one social networking site (e.g. 

Facebook, Bebo).  

¶ Usage was highest among 16-17 year-olds: 97.0% of PRS users in this age group reported 

using social networking sites.  

¶ Usage was still significant, although lower, among older respondents; 60.6% of PRS users 

aged 55+ use social networks.   

A high proportion of our survey group also said they access social networks via their mobile 

phones. The average propensity of all age groups to use access social networking sites via their 

mobile handset was 55%, with the greatest propensity among people aged 16-34, where three 

quarters of respondents use their mobile device as an access tool for social networking (see Figure 

3.2).  

 

Figure 3.2: Proportion of phone-paid users who access social networks on a mobile handset, by 

demographic group [Source: Analysys Mason] 

3.4.2 Social networks are creating new monetisation opportunities 

Within the social media environment, new activities and applications associated with these 

common interests are creating a growing variety of purchase opportunities for consumers, both for 

digital content and for real-world goods and services.   

Games developed and offered within social network platforms like Facebook are one such 

application. Players interact with their real-world friends and social network contacts, increasing 

the ñstickinessò of the game and driving interest in virtual world transactions.  These are typically  
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purchases of virtual goods to support and enhance the game playing experience, including new 

levels, avatars and accessories within game applications, providing a source of revenue for the 

game publisher who may offer basic access for free in order to draw in subscribers (the 

ñfreemiumò model, which is discussed in detail in the previous section of this report). For 

example, Zyngaôs ñCaf® Worldò game enables users to invite Facebook friends to a virtual caf®, 

where virtual dishes can be bought with virtual money, which can be topped up using a real credit 

card. 

Virtual gifts, ñflirtsò and other digital content can also be purchased within social media 

networks and associated games or applications, ranging from sending a ñflirt bombò within 

Flirtomatic (an 18+ flirt site), to clothing a virtual penguin in óClub Penguin,ô a game targeted at 

children between 6 and 14 years of age. Social network Facebook quickly became a leading 

platform for growth of companies distributing games and social media applications, and selling in-

application virtual goods within these, after it launched its developer platform in late May 2007.  

Many of these applications are available on the mobile as well as online. 

Our consumer survey revealed that 9.1% of survey respondents had purchased one or more items 

of digital content via their mobile phone, whilst accessing a social network.  

¶ 25-34 year olds were likeliest to do this, closely followed by 11-15 year olds and 18-24 year 

olds (see Figure 3.3); 33% of PRS users in the 25-34 year old age group claimed to have 

purchased one or more items of virtual content within a game on a social network in the past 

six months, and 6.7% claimed to have made a purchase within another environment (e.g., 

flirt ).  

¶ Such purchases are significantly lower among respondents aged 45 and over: 5.1% and 1.5% 

of PRS users aged 55+ have made digital content purchases in games and other application 

environments whilst in a social network.  
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Figure 3.3: Proportion of survey respondents who have purchased digital goods using a mobile 

phone, whilst in a social network, by demographic group [Source: Analysys Mason] 

Characteristics of social network-based gaming include embedded viral marketing: when a user is 

playing a game, the news is automatically spread to all his contacts. This creates further micro-

payment opportunities, as members purchase virtual greetings, gifts, or in-game accessories to 

share with friends.  This is contributing to the growth of in-game purchases.  

3.4.3 Impact of the rise of social media on PRS discovery and distribution 

Social media are directly impacting the PRS market as a new channel for marketing and discovery.  

Premium rate services are increasingly being marketed on social networks such as Facebook, 

MySpace and Twitter. A number of content providers we spoke with who offer non-adult content 

were enthusiastic about social networks as a new marketing channel:  

ñWe launched on Facebook and Twitter with gusto; we upload posts at least every other day, 

but we mainly use it as a forum for customers to discuss our productsò- [Content provider] 

However, providers of adult services that we spoke with have yet to exploit social networks 

because of age restrictions:  

ñWe are not using social networks for marketing; but the landscape seems to be changing 

hourly. The real problem with Facebook is the underage factor. We would perhaps consider 

advertising on adult-only social networks, but these donôt yet have sufficient critical mass.ò  

- [Adult content provider] 
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4.3% of PRS users had discovered the phone-paid services that they had used in the past six 

months via a social network or Internet forum ï this includes services operated both within and 

outside of social media contexts (see Figure 3.4). 

 

Figure 3.4: Type of advertising/marketing channel through which PRS users discovered the PRS 

services they currently use
12

 [Source: Analysys Mason] 

While social networks/Internet fora are a relatively nascent marketing channel for the majority of 

PRS, they are already well established as advertising and marketing channels for certain service 

types: 

¶ 13.7% of PRS users who had purchased phone-paid virtual gifts claim to have discovered 

them on social networks/Internet fora, making this channel the fourth most effective after 

Internet advertising (26.4%); TV and radio advertising (18.4%) and mobile application stores 

(15.7%)  

¶ Social networks/Internet fora were also an effective marketing channel for flirt/date/chat 

services:  13.4% of users of this type of PRS service reported discovering it on a social 

network/Internet forum. 

As well as marketing benefits, social networking sites have opened up additional new revenue 

opportunities for certain types of services which PRS providers could support. Notably, charities 

                                                      

12
  Respondents included all PRS service users in the Analysys Mason consumer survey.  Respondents could choose more than one 

PRS discovery channel. 
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have identified significant opportunity in virtual gifts and are beginning to formulate strategies to 

capitalise on peopleôs willingness to purchase virtual gifts while on a social network.  

¶ Through the JustGiving gift app13, users can show their support for a particular charity by 

buying a virtual (branded) óbadgeô for a friend (or themselves). The GBP2 donation (paid  

either via credit card or via Paypal) for the virtual item goes directly to the charity.  At the 

point of purchase, the user is also offered the option to set up more regular giving to this 

charity. Charities pay £15 per month, plus a fee (5% plus VAT) on each donation made 

through the JustGiving site. 

¶ Social networks can be a powerful way of raising profiles as well as raising money for 

charities.  In December 2010, a JustGiving campaign to raise money for NSPCC raised GBP 

4000 in 24 hours, following a Facebook campaign to raise awareness for the charity. The 

charity circulated a message on Facebook encouraging members to boost awareness of the 

NSPCC by changing their profile picture to a picture of a cartoon character. One Facebook 

user and charity supporter, who saw potential to raise donations on the back of the campaign, 

pledged that if GBP 2000 could be raised for the charity, he would match it. Within 24 hours, 

the target had been achieved14. 

PRS providers would do well to explore the opportunities created by the growth of social 

networking, as this trend is likely to continue significantly impacting consumer use of 

entertainment services as well as more ñnicheò areas such as charity giving.  Marketing existing 

PRS services via social networks is one key area of potential diversification; the other is exploring 

partnerships with Internet and mobile entertainment players who require payment services to 

support consumer spending within social network applications. 

 

 

 

 

 

 

 

 

                                                      

13
  http://www.justgiving.com/ 

14
  http://blog.justgiving.com/charities/fundraising-goes-viral-with-facebook-and-justgiving/ 
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4 PRS market size and analysis by service type 

4.1 Introduction  

In this chapter, we analyse the current and future markets for premium rate services overall in the 

UK, and also examine market size and trends for specific phone-paid service categories.  Areas 

discussed in this section include market size for each service category, service uptake, key drivers 

and barriers for PRS growth in the various categories, frequency of use and trends in usage 

patterns, and views on future usage and spend. The analysis in this section draws on several key 

sources: the results of the consumer survey which Analysys Mason conducted to support this 

study, the findings of our PRS market stakeholder interviews, and the out payment information 

provided to PhonepayPlus by active PRS providers during 2010. 

4.1.1 Key chapter findings  

¶ The total UK market for phone-paid services was worth an estimated GBP 816.2 million 15 in 

2010. This was a slight increase (0.8%) from the 2009 PRS market value of GBP 810.1 

million. 

¶ Directory enquiry services are still the largest individual PRS service type in terms of 

revenue, with a total market size of GBP 206.4 million; followed by adult content with a 

market size of GBP 128.5 million. The markets for these service types have shrunk by 6.4% 

and 2.0% respectively, over 2009-2010. 

¶ The 18-24 and 25-34 age groups were the most likely to have used phone-paid services in 

the last six months. 45-54 year olds and over-55s were the least likely to have used PRS. 

¶ Declines in the size of key PRS market segments have been blamed largely on a shift towards 

alternative content distribution channels, which many stakeholders believe has been driven in 

part by excessive additional costs incurred when using PRS from a mobile phone. 

¶ The availability of free content through smartphones and apps is also impacting consumer 

demand for PRS, as these have pushed the perceived value of PRS content down. 

¶ The average amount spent per transaction ranged from a high of GBP3.76 for charity 

donations down to GBP1.10 on directory enquiries services. 

                                                      

15
  All figures are excluding VAT unless otherwise specified in the text. 
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Service area Service type  Description 

Information Directory 

Enquiries (óDQô) 

All phone-paid services classified as directory enquiries 

Information 
Services 

Includes phone-paid information delivered across any platform: 

¶ sports and news updates 

¶ tipster lines  

¶ specialised information services such as legal or technical advice  

¶ text-information services such as AQA 

¶ location-based information services (paid maps, find-the-nearest etc) 

¶ Business information lines (e.g., customer service, product helplines) 

Calling Call Services Premium rate services for alternative call routing or access, including 

¶ International call routing 

¶ Reverse charge services 

Entertainment Adult 

Entertainment 

All phone-paid content of a sexual nature, delivered across any platform, 

including: 

¶ adult chat, video, images 

¶ recorded stories and other adult content  

Competitions & 
Quizzes 

Competitions and quizzes which participants engage in via call-in or text-in 
action (regardless of origin of call-to-action) 

Voting & other 
Participation TV 

All phone-paid participation TV activity, including: 

¶ Voting (via ñred buttonò, call-in or text-in) 

¶ Text-to-screen 

Flirt / Date / Chat  All phone-paid chat and dating services of a non-sexual nature. Includes chat 
on 087x. 

Gambling, 
Lotteries etc. 

All kinds of phone-paid gambling and lottery activity (incl. scratch cards, 
casino etc)  

Games All phone-paid gaming activity including purchase of game applications paid 
for by phone, one-off access to a game, purchase of game levels etc. 

Tarot / Astrology 
/ Psychic 

Phone-paid fortune-telling services, incl. tarot, astrology and psychic services    

Other 
Entertainment 

Music, video, TV and other entertainment content paid for by phone, whether 
streamed, downloaded (via a fixed or mobile broadband connection or TV set-
top box) or accessed through mobile applications. 

Personalisation 

& gifts 

Mobile 

Personalisation 

All mobile device personalisation content and services - predominantly 

ringtones and graphics 

Virtual Gifts Phone-paid payments for the purchase of virtual objects or services within 

community/social media sites (outside the chat/flirt/date activity)  

¶ purchasing virtual gifts for friends, or virtual accessories or objects for 
use within a social media environment 

Payments Charity 

Donations 

Donations made using premium text or calls 

Payment of Non-
phone based 
services  

Payment for non-phone-based content and services, including 

¶ One-off payment for Wi-Fi access, SMS-based payments for services 
such as parking , etc. 

Figure 4.1: Taxonomic map of premium rate services categories [Source: PhonepayPlus and 

Analysys Mason]  
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4.2 Market sizing and consumer spend by PRS service type 

In 2010, the premium rate services industry in the UK was worth an estimated GBP 816.2 million 

excluding VAT, up 0.8% from GBP 810.1 million in 2009.16  

Figure 4.2, below, shows the breakdown of revenue from the high-level categories of premium rate 

services17. 

 

 

Figure 4.2: Revenue (GBP million) on PRS by service category, 2009 and 2010 [Source: Analysys 

Mason, 2010]
18

 

Out of the major categories of PRS, the largest in terms of market size is Entertainment, followed 

by Information Services (the majority of which is accounted for by Directory Enquiries). 

                                                      

16
  All market size figures in this report refer to revenue ex-VAT, unless otherwise specified. 

17
  Note: Business Information Lines (087x numbers) are shown separately from other Information Services due to the shift in regulation 

of such lines between 2009 and 2010.  These numbers have been regulated by PhonepayPlus since August 2009.  Because of this, 

the 2009 figure for revenues from Business Information Lines was estimated by PhonepayPlus using a different methodology from 

the other PRS categories for 2009; the 2010 revenue figure for Business Information Lines was estimated using the same 

methodology as that used for all other PRS categories. 

18
  2009 revenue figures from ThinkTankôs report include all mobile internet billing mechanisms (GBP 21.4 million), of which Payforit 

(GBP 13.6) is a sub-set. 2010 revenue figures only include Payforit revenues (GBP 18.3 million) 
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Entertainment PRS were worth GBP 425.5 million in 2010 (52.1% of the total phone-paid 

services market). The Entertainment category as a whole saw healthy revenue growth over the 

year, up 5.3% from GBP 404.1 million in 2009,  

Gambling, flirt chat lines and participation TV all experienced revenue growth in 2010, which was 

driven by innovative new service offerings and the popularity of reality TV shows such as óthe X 

Factorô and óStrictly Come Dancing. The categories that saw revenue declines, reflect changing 

consumer spend and purchase habits, with increased completion from non-PRS entertainment 

services, rather than a decline in consumer appetite for paid-for entertainment services per se.   

 

 

 

Figure 4.3: 2010 Phone-paid services revenue by service sub-category (GBP million) [Source: 

Analysys Mason, 2010]
 19

 

As was the case last year, the largest individual phone-paid service sub-category is Directory 

Enquiries (part of the Information Services category), which was worth an estimated GBP 206.4 

million in 2010 (25.3% of the overall PRS market).   

Directory Enquiries also showed high penetration levels in 2010 ï it was the second-most-

commonly used PRS service according to our consumer survey, with 22.9% of survey respondents 

reporting they had accessed Directory Enquiries PRS one or more times in the past three months.  

The most widely-used PRS service last year was competitions and quizzes (a sub-category of 

Entertainment), which 26.1% of survey respondents reported accessing.  

                                                      

19
  The revenue figure for charity donations does not include revenue share by network operators that have been waived.  
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Adult entertainment services and General information services were the next largest service 

categories by revenue, accounting for GBP 128.5 million and GBP 120.6 million in 2010 

respectively 

The consumer survey revealed patterns of spend, relating to the average amount spent per 

transaction and the frequency of carrying out such a transaction. The average amount spent per 

transaction ranged from a high of GBP 3.76 for charity donations down to GBP 1.10 on directory 

enquiries services. 

 

 

Figure 4.4: Average amount spent per transaction by users of each phone-paid service [Source: 

Analysys Mason]  

In the following sections, we analyse the current and future market for individual phone-paid 

service categories, which are divided as per the taxonomic map in Figure 4.1, into the following 

service types:  

¶ Information services 

¶ Calling services 

¶ Entertainment services 

¶ Personalisation and gifts 

¶ Payments services 

 

Each section provides analysis of market size and trends, including service uptake, frequency of 

usage, and views on future usage and spend. 
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4.3 Information services 

In the following section we consider the market for phone-paid Information Services, which can be 

split into two main service types:  

¶ Directory enquiries (DQ) services are accessed through six digit telephone numbers starting 

with 118 and typically provide contact information for a person or business; many DQ service 

providers have expanded into providing non-directory information  

¶ Non-DQ Information services fall into 2 categories: 

o General paid-for information services which are accessed through dialling 

premium rate telephone numbers starting with ó09ô, as well as text-information 

services such as AQA, and location-based information services (e.g. find-the-

nearest, paid maps etc). As well as functional services, general information 

services also include services which one could consider óentertainmentô, such as 

sports and news updates, sports scores and tipster lines and a wide range of 

specialised information services such as legal or technical advice, mobile video 

news, finance info etc.   

o Business Information lines, which include paid-for calls to business information 

lines with the ó087ô prefix (such as help lines, reservation lines, and consumer 

complaint lines).   

The market size for Information Services in 2010 is GBP 327.1 million, down 6.0% from GBP 

348.0 million in 2009.  

  

Figure 4.5: UK Phone-paid information services revenue, 2009 and 2010 [Source: Analysys Mason] 
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Revenue generated by information services is split between: 

¶ Directory enquiries - GBP 206.4 million, down 6.4% from GBP 220.5 million in 2009 

¶ General Information services20 - GBP 120.6 million, down 5.4% from GBP 127.50 million 

last year (see Figure 4.5).  

In total, the information services category accounts for 40.7% of total revenue on phone-paid 

services, with directory enquiries services and general information services representing 25.3% 

and 14.8% of total phone-paid services revenue respectively, down from 27.2% and 15.7% 

respectively in 2009.  

  

Figure 4.6: Revenue from directory and information services as a proportion of total revenue from 

phone-paid services, 2010 (GBP million) [Source: Analysys Mason] 

Information Services is a mature PRS category. However, increased competition from (usually 

free) alternative information sources, which consumers are increasingly accessing on-the-go via 

mobile handsets, is putting pressure on traditional PRS access methods and revenues.  Mobile 

Internet search has the potential to take significant market share away from phone-paid 

information services, as navigation and mobile Internet access speeds from the handset improve. 

Higher mobile data speeds and increasing take-up of smartphone are key drivers for shifting 

consumer usage patterns for on-demand information services.  Penetration of 3G handsets in the 
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UK will increase from 32.0% in 2009 to 42.7% in 2010, and 54.0% in 201121. With such a high 

proportion of the population having óon-demandô access to the Internet via mobile devices, the 

óconvenience factorô of using traditional voice-call-based DQ and general information service 

offerings is becoming less significant.  

¶ Among phone-paid service users, the penetration of mobile Internet-enabled handsets is very 

high. Our consumer survey found that over 80.1% of phone-paid service users have a mobile 

Internet-enabled handset; 49.8% also claim to have an unlimited mobile data package. As a 

point of reference, Smartphone penetration in the UK was 30.9% at the end of 2010 according 

to Analysys Mason data. 

4.3.1 Drivers of and barriers to phone-paid Information Services 

Users of phone-paid Information Services (both DQ and General Information Services) are those 

who are prepared to pay a premium for information, and tend to be driven by one or more of three 

motivations: 

¶ the convenience of the service 

¶ the time-sensitivity of the matter 

¶ through impulse.  

Along with these drivers, which continue to create demand for Information Services, DQ services 

take-up in the past several years has also been significantly influenced by the heavy marketing 

campaigns that have supported the UKôs leading DQ service offerings. Marketing campaigns have 

focused on providing consumers with catchy, easy-to-recall access numbers; because of the limited 

number of services available, a few leading service providers have now managed to take the lionôs 

share of the market. 

Based on our Information Services stakeholder interviews for this study, industry players feel TV 

adverts are the most effective means of advertising Information Services PRS. 

ñWe try different marketing techniques from time to time, but TV has the greatest impact 

and provides the greatest ROIò. - [Leading DQ service provider] 

 

Our study identified two key barriers to the growth of Information Services PRS. 

First, the high premium charged by mobile operators to access information services is 

continuing to dampen the premium rate Information Services market. The ómobile premiumô 

charged by MNOs was cited by one content provider as having a damaging impact across the 

entire DQ market.  This is one of the key reasons why spend on DQ services accessed via mobile 

                                                      

21
  Source: Analysys Mason Research, 2010  



Current and emerging trends in the UK premium-rate services market  |  42 

Ref: 18490-45 . 

appears to be shrinking at a faster pace than spend on fixed DQ services ï which is a significant 

change from the trend for growth in mobile access to PRS services in recent years. 

ñTraditionally, mobile access has driven growth and fixed access has been a shrinking 

market. Now mobile revenues are shrinking faster than those from fixed lines. One mobile 

operator is charging an 80% mark-up on our prices ï and this is something we have no 

control overò. - [Leading DQ service provider] 

Secondly, both general information services (e.g. cinema listings, ónearest businessô services, óany-

answerô question services) and DQ offerings are facing significant competition from mobile apps 

and the widespread availability of equivalent free content on both the PC and mobile platforms. 

¶ Apps already exist that can perform many of the same tasks for little or no cost and either 

are preloaded to a device or are easily downloadable to smartphones (e.g. Google Maps, 

Flixster, Urban Spoon) 

¶ Whilst on-the-move, it is possible to carry out internet searches using the browser of an 

internet enabled mobile device, providing a readily available and familiar alternative to 

óany-answerô and information services 

¶ Our consumer survey shows that, out of those who believed they would use DQ services 

less in the next 12 months, 46% (see Figure 4.9) cited óavailability of free contentô as one 

of their reasons for doing so 

¶ This has driven some DQ service providers to focus on alternative propositions and move 

away from their traditional service offerings. 

Business Information services are primarily paid-for customer service lines or customer help lines 

run by businesses for their customers. Businesses may choose to use a contact number within the 

PRS range of numbers as a way or generating income to offset the cost of running the service or, 

some may say, as a way of limiting the number calls received e.g. many budget airlines use 

087x/09x numbers for their customer facing contact lines. 
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4.3.2 Directory enquiries 

Directory enquiries services (e.g., The Number, BT Telephone Directory Services 118 500) are 

primarily accessed by calling a six-digit telephone number starting with ó118ô.  These services 

principally provide contact information for a person or business.  

Directory enquiries (DQ) services may be voice-only, or may be provided as well by mobile text 

message, with the requested information sent as a text to the caller in response to a voice call 

enquiry.  DQ services are also provided via SMS-only services, (e.g. 118 Answers), where the 

consumer sends in an enquiry by text to the same 6-digit short code they would dial if calling the 

service, and receives the requested information in a text response. 

The DQ market was liberalised  in 2003 to break the monopoly position of the 192 service 

provided by BT.   Since the introduction of competition in 2003, services through ó118 xxxô access 

numbers have extended beyond simple directory enquiries.  For example, some providers offer 

services providing answers to everyday questions or providing cinema times.  

Whilst numerous directory enquiry services have been launched since the introduction of 

competition, over 80% of the market is held by two main players: 118 118 and BT. Although 

numerous DQ services are currently in operation, the impact of advertising has driven consumers 

to use only the leading DQ services.  In addition, for most consumers, the costs of use are higher 

(in real-terms) than when DQ was a monopoly serviceò: 

¶ Prior to liberalisation of the DQ market, calling BTôs 192 service cost 40p per call in 

(March 2002)22 

¶ Calling BTôs 118 500 service now costs Ã1.19 per minute with an additional 50p 

connection charge; calling the service offered by main competitor 118 118 costs 42p per 

minute with a £1.29 per call connection charge 

Cheaper flat rate phone-paid alternatives to the DQ services provided by the market leaders are 

also available (e.g. GM Groupôs 118 226 and Conduitôs 118 848). However, these services are less 

widely-known (and the access numbers more difficult to recall for consumers), meaning there is 

little price pressure on the market leaders from these directly competing offerings. 

The DQ market is mature and also faces pressure from the growing availability of other forms of 

information content, including cheaper or free content.  

¶ The phone-paid DQ services market has shrunk by 6.4% from 2009, dropping from 

GBP220.5 in 2009 to GBP 206.4 million in 2010 (see Figure 4.6) 

                                                      

22
  Approximately 50p in 2010 real terms [based on average Bank of England-reported RPI inflation rate of 2.78% between 2002 to 

2010]. 
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The ability to make directory enquiry calls from a mobile phone has been a key driver of growth in 

DQ services revenue in recent years, with access from fixed lines declining. However, interviews 

with stakeholders for this study suggest that mobile DQ access revenue is now declining at a 

faster rate than fixed. This can partly be attributed to the increased ease in accessing the 

information for free via mobile Internet. 

However, a more important factor in declining mobile access appears to be the high premium 

levied on calls from mobiles.  One extreme example reported to us was a UK MNO charging an 

80% premium for a mobile call to a DQ service, compared to the standard cost per minute of a 

fixed network call to a directory enquiry (DQ) service. 

Consumer uncertainty about the cost of calling DQ services from a mobile phone relative to a 

fixed line directory enquiries call is further constraining the mobile DQ market.  In addition, one 

stakeholder we interviewed commented on the lack of transparency on pricing applied to 

rerouting calls to the target of the consumerôs DQ enquiry (i.e., when a consumer requests a 

telephone number and the call attendant offers to connect the caller to the requested number). 

ñLack of transparency on pricing, particularity when routing a call through, has resulted 

in instances of bill shock. [The MNO] has increased ñpermanent chargesò to around 

100-150ppmò. - [Industry group representative] 

Market Players 

The two main players are 118 500 - the successor to incumbent BTôs monopoly 192 service - and 

118 118, which is operated by The Number UK Ltd. Together these two services command more 

than 80% of the market by revenue. There are also a range of smaller and free ad-funded services 

available, including Maureen 118 212, British Red Cross 118 499 (with a share of revenue going 

to charity), TalkTalk 118 111, and 0800 118 FREE (also operated by The Number UK Ltd). 

Directory Enquiries Usage  

Our consumer survey revealed that 22.9% of consumers (including both PRS and non-PRS users23) 

have used directory enquiry services at least once in the past six months (see Figure 4.724), making 

this one of the most commonly used phone-paid services.  

¶ Usage of directory enquiries services was highest among 25-34 year olds, with 39% of all 

respondents in this age group using them in the past 6 months, versus only 12% of over 

55s. 

                                                      

23
  Analysys Masonôs UK consumer survey for PhonepayPlus had 14 062 respondents in total, of which 36.2% (5 094 respondents) 

were phone-paid services users.  

24
  See Annex D: Service penetration data for source data 
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Figure 4.7: Usage penetration of DQ services by demographic group in the last six months, 2010 

[Source: Analysys Mason] 

Amongst active directory enquiry PRS users, the most common self-reported service usage 

frequency was óLess than once every three monthsô:  

¶ 49% of DQ users claimed to use directory enquiry services óless than once every three monthsô 

¶ 21% of  DQ users claimed to use these services óonce or twice every three monthsô. 

DQ users spend an average of GBP 1.10 per transaction based on their own self-reporting. 

¶ Over 55s reported spending the least (GBP 0.80 per transaction) ï only 25.4% of this age 

group claim to typically spend more than GBP 1.00 per transaction 

¶ 18-24 year olds spend the most (GBP 1.45) ï 49.4% of this age group claim they typically 

spend more than GBP 1.00 per transaction 

Most DQ users report they expect their service usage to stay the same over the coming year. 

Among those who believe it will change, nearly twice as many believe their usage will decrease 

(23%) as believe their usage will increase (12%). The 16-17 and over-55 age groups had the 

largest proportions of respondents (both 27%) planning to decrease usage in the next twelve 

months (see Figure 4.8).  
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Figure 4.8: Self-predicted change in usage of directory enquiries over the next 12 months, amongst 

existing DQ users, by demographic group [Source: Analysys Mason] 

Among respondents who expected to use DQ services less over the next 12 months, the most 

common reason was óhaving less disposable incomeô (57%), followed by óhaving access to the 

same content for freeô (46%) (See Figure 4.9). 
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Figure 4.9: Reasons for reducing future use of DQ services (among respondents who stated their 

usage will decrease in the next 12 months)
25

: [Source: Analysys Mason] 

DQ Service Provider Strategies: Developing New Revenue Streams 

To offset the revenue loss seen over the past several years, DQ service providers have looked for 

new revenue streams by entering other information markets: 

¶ A number of DQ service providers have starting supplying non-directory information (e.g. 

cinema and train times) via phone-paid services. 

¶ 118 118 has launched an ad-funded alternative to their DQ service (0800 118 FREE) ï the 

caller dials a free phone number and after listening to an advertisement has access to an 

automated voice-recognition system through which the enquiry is placed. Examples of 

advertisers include The AA, Interflora, Reactfast and Aviva Insurance. 

¶ 118 118 was also offering a service supplying a database of 30,000 restaurant menus, which 

was intended as a voice service to be accessed from mobile phones when on-the-go. However, 

the service has been dropped due to lack of demand, which was associated with the ómobile 

premiumô. 

DQ providers may have an opportunity to capitalise on the trend for providing location-based 

services to mobile users, and are well-placed to provide users who are searching for directory-type 

information from their mobiles with a more relevant, targeted user experience. 

                                                      

25
  755 respondents in total.  Respondents were able to select more than one response to the question. 
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Despite the potential for phone-paid directory enquiry services spend to be diverted to mobile 

apps, industry players we spoke with saw apps as a potential area of opportunity. With mobile 

phones increasingly being the DQ access method of choice for consumers, information providers 

are looking to alternative payment methods in order to bypass what are viewed as óunfairô 

surcharges placed on the cost of a DQ call by MNOs.  This is likely to accelerate the shift away 

from using phone-paid services as the foremost access method for directory services enquiries.  

Payment through apps is being looked at as a way of reducing the revenue erosion that has already 

been seen and it is hoped that this and other payment mechanisms will gain traction and counter 

the slide in traditional voice-based revenues. 

ñIf MNOs do not change their charging policies, I fear the [PRS]  DQ market may diminish 

and eventually become a niche offeringò. - [Leading DQ service provider] 

Moreover, mobile apps may provide an additional marketing tool for providers, with the app 

linking to the service providerôs website, where paid-for content is offered.  

Whilst there are opportunities in the app market, it is important to stress the threat that mobile 

apps pose to the phone-paid information services market. Both free apps and mobile Internet 

browsing are increasingly giving consumers access to a wealth of information decreasing any 

reliance there may have been on both DQ and general information services. 

4.3.3 General and Business Information services  

Premium rate information services which are not DQ-related are classified as General and 

Business Information services. 

Phone-paid General Information services include (but are not limited to) the following: 

¶ Sports and news updates (incl. mobile video news, finance info etc.) 

¶ Sports scores and tipster lines 

¶ Specialised information services (e.g. legal or technical advice) 

¶ Text information services (e.g. AQA) 

¶ Location-based information services (e.g. find-the-nearest, paid maps etc.) 

Business Information services, which we have grouped together with General Information 

Services for the purpose of this analysis,  are primarily paid-for customer service lines or customer 

help lines run by businesses for their customers.  Business information lines in the UK are offered 

on numbers starting with 0871, 0872 and 0873 (note that these prefixes may also be used for other 

types of premium rate services).  In August 2009, these numbers (for those where the charge per 
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minute is GBP0.05 or more) were reclassified as ó087 PRSô and were placed under the regulation 

of PhonepayPlus.26   

This combined segment represents 14.8% of total revenue  from phone-paid services with a value 

of GBP 120.6 million excluding VAT for the year 2010 (see Figure 4.6), down 4.8% from GBP 

127.5 million in 2009. The main reasons behind the reduction in the General and Business 

Information services market size are: 

¶ the availability of similar content for free through the internet 

¶ the increasing prevalence of smartphones, facilitating access to general information 

through mobile internet browsers 

Since consumers need to call these numbers when they require assistance or wish to resolve a 

query, Business Information lines are relatively price inelastic,  meaning revenues tend to remain 

steady from year to year27. Ofcomôs 2010 report The use of non-geographic numbers by services 

providers28, carried out by Analysys Mason, stated that ñthere is a general migration to ranges with 

lower retail prices (e.g. 0844), and away from 0871/2/3ò due to the perceived customer value and 

trust in specific number ranges. This could indicate that the number Business Information lines 

revenues that fall within the definition of PRS may be decreasing.  

In some industries, it may be the case that companies are raising their charges for help line or 

customer service line access. This may be in order to make up for lost revenue elsewhere; 

businesses may use PRS contact numbers to generate revenue or at least offset some customer care 

costs.  Such decisions may be integral to a business strategy, e.g., budget airlines may prefer 

customers to make contact through web-based methods. 

 

Market Players 

General Information services are provided by many different content providers, with varying 

degrees of specialisation. The market is highly fragmented. Examples of the diversity of phone-

paid General Information services include: 

¶ Divorce-online.co.uk offers legal advice through a phone-paid voice line (09xx) 

¶ Weatherquest.co.uk provides bespoke weather forecasting services through a phone-paid 

voice line (09xx) 

                                                      

26
  087 PRS revenue figures in ThinkTanksôs 2009 report were estimates, since regulation and thus revenue reporting is not available 

for the entire year. To ensure consistency between 2009 and 2010 revenue numbers, we have analysed General Information 

Services as a single category which includes Business Information Lines as a sub-set. 

27
  Revenues for Business Information lines forms a subset of General Information services for the purposes of this report, meaning we 

can only provide an indicative view of the market. 

28
  http://stakeholders.ofcom.org.uk/binaries/consultations/nongeo/annexes/use-of-nongeo.pdf 
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¶ Mainstream news agencies such as Sky News offer paid for SMS alerts on specific topics 

(25p per SMS received) 

¶ ITV  offers Formula 1 SMS alerts (25p per SMS received). 

Business Information lines include:  

¶ Customer care lines  

¶ Product helplines 

Usage trends for General Information services 

As shown in Figure 4.10, 13.0% of all respondents surveyed reported that they had used paid-for 

General Information services at least once in the last six months. This is a significant decrease 

compared with the 2009 market review, when 21% of respondents surveyed reported to use paid-

for General Information services (respondent base = 5,001)  

¶ The 25-34 age group has the highest usage penetration for phone-paid General Information 

services, at 24.8%, closely followed by the 18-24 age group (23.0%).  

¶ Only 4.8% of all respondents aged over 55s claimed to use phone-paid General Information 

services. 

 

Figure 4.10: Usage penetration of General information services by demographic group, in the last six 

months, 2010 [Source: Analysys Mason] 
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Users of phone-paid general information services report that they typically spend between GBP 

0.50 and GBP 1.99 per transaction.  

¶ 35.4% of users said they typically spend GBP 0.50-0.99 per transaction 

¶ 22.4% of users report usually spending GBP 1.00-1.99 per transaction 

¶ 42% of users claimed to use general information services less than once every three months 

¶ 24% of users claimed to use these services once or twice every three months. 

The outlook for phone-paid general information services is relatively weak.  44.7% of current PRS 

general information services users believe their usage of these services will remain unchanged 

over the coming year, while 25.2% believe their usage will  decrease.(see Figure 4.11).  Only 

17.0% expect their usage of these services to increase over the next year. 

 

Figure 4.11: Self-predicted change in usage of general information PRS amongst existing users over 

the next 12 months, by demographic group. [Source: Analysys Mason] 

Of those users who expect their usage to decrease, the most frequently cited reason was having 

less disposable income (46%), followed by having access to the same content for free (39%). 
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Despite the availability of free content, PRS general information providers still have the 

opportunity to specialise in niche and premium content offerings, particularly those where there is 
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premium services (e.g. race predictions from an expert horse racing tipster, bespoke weather 

forecasts provided by a dedicated meteorological team).    

¶ Weatherquest.co.uk, a company providing specialised weather forecasts and information, 

targeted to both the general public and individual industry verticals including agriculture, the 

insurance industry and shipping, remains positive about the outlook for their service 

proposition and revenues. The organisation reported a ómarked uptakeô of phone-paid services, 

with approximately a fifty-fifty split between calls originating from mobile and fixed lines. 

We also expect that service providers will look to include a location element as a key 

differentiator for their PRS paid information services.  However, up till now, this strategy has 

proven too complex to be practicable for most players, and traditional PRS providers are unlikely 

to be at the forefront of development of such services.  Challenges include the complexities of 

working with multiple device types, the commercial and technical arrangements for obtaining cell-

based location information from MNOs, and the software and applications development required 

to serve meaningful and accurate location-relevant information to consumers.  

4.4 Call Services 

Premium rate Call Services are defined within the scope of this study as those that offer an indirect 

way to call international numbers, which is cheaper than calling directly using the standard voice 

service providerôs service. To use a PRS call service, the consumer first dials a premium-rate 

access number and, once connected, is invited to dial the international number they wish to be 

connected to.  

For the purpose of this study, market sizing includes calls to ó09ô and ó0871/2/3ô Call Services 

access numbers. 

Excluded from this market sizing exercise are:  

¶ Calls through 0844 and 0845 access numbers (which account for a significant proportion of 

low-cost calling access numbers) and 0870 numbers 

¶ Calling cards (e.g. Tesco International Calling Card), whereby the user buys a card loaded 

with calling credit, since the calls are paid for upfront and the access number will tend to be a 

free phone, geographic or 0844/5 non-geographic number. 

We estimate revenue from Call Services (ó09ô and ó0871/2/3ô) to be GBP 15.7 million29 in 2010 

(see Figure 4.12), accounting for 1.9% of the total phone-paid services market.    

                                                      

29
  Excluding VAT 
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Figure 4.12: Revenue from Call Services as a proportion of total revenue from phone-paid services, 

2010 (GBP million) [Source: Analysys Mason] 

Demand drivers and barriers for phone-paid call services 

Analysys Mason believes that the difficult economic climate, which is forcing consumers to look 

for ways to make savings on their outgoing expenditures, has been a key driver of phone-paid call 

services. While this driver will help the call services market in the short ï mid-term, we do not 

expect this upward trend to continue in the long-term. There are a number of readily available 

alternatives to phone-paid international Call Services that consumers are becoming increasingly 

savvy with. These include: 

¶ Low cost pre-paid calling cards (e.g. Tesco International Calling Card) 

¶ VoIP services (e.g. Skype, either through free Skype-to-Skype calling or by using Skype 

credit or Skype Out to call a landline or mobile line directly). 

Skype is already the main driver of growth in international voice traffic, indicating a significant 

shift in consumer usage patterns.  We expect these alternative international calling methods to gain 

significant market share over time, to the detriment of PRS providers in this market.   

Market Players 

There are numerous active Call Service providers in the UK market. Examples include, but are by 

no means limited to: 

¶ telediscount.co.uk,  

¶ just-dial.co.uk  
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¶ italk247.com 

¶ juvino.com. 

Usage of Phone-paid Call Services  

13.9% of all respondents surveyed claim to have used Call Services at least once in the past six 

months. Service penetration was highest in the 25-34 age range (27.6%), with the lowest 

occurrence in the over-55 age group (5.3%).  

Amongst active phone-paid services users, average penetration of Call Services was relatively high 

at 38%, peaking at 53% in the 25-34 age group (see Figure 4.1330).   

 

Figure 4.13: Usage penetration of Call Services in the last six months, by demographic group, 2010 

[Source: Analysys Mason] 

Among those consumers who report using Call Services:  

¶ 21.9% use these services at once or twice a month 

¶ 36.0% use these services less than once every three months 

The median amount Call Service users reported spending on a single transaction was GBP 1.00-

GBP 1.99, with an average of GBP 1.90 spent per transaction.  

¶ On average, phone-paid call service users in the 45-54 age range reported spending the least of 

any age group (GBP 1.50 per transaction) 

                                                      

30
  See Annex D: Service penetration data for source data 
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¶ The 25-34 and 18-24 age groups spent the most, with spend per transaction averaging GBP 

2.29 and GBP 2.07 respectively 

45% of Call Services users surveyed thought their service usage would remain the same over the 

next 12 months, with around a quarter (25%) predicting a decrease and 17% stating their usage 

would increase (see Figure 4.14). 

 

Figure 4.14: Self-predicted change in usage of phone-paid Call Services over the next 12 months 

amongst existing users, by demographic group. [Source: Analysys Mason] 
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Figure 4.15: Reasons for reducing future use of Call Services, amongst existing users that predict their 

usage will decline over the next 12 months [Source: Analysys Mason] 

Service Provider Strategies: Despite Heavy Competition and Price Pressure, International Calling 

Services Appear to be Growing  

Competition in the premium rate Calling Services market is intense. Low barriers to entry have 

meant that new service providers have found it easy to enter the market, resulting in intense price 

pressure in what is already ï by definition ï a market whose main proposition to consumers is low 

pricing to help them avoid paying high international calling charges. 

Since international Call Service access numbers are very easy to find through a Google search, it is 

relatively easy for consumers to compare call prices offered by different providers to their 

chosen calling destination, to find the cheapest provider, which adds further price pressure. 

However, while these factors present important challenges for service providers, the revenue 

figures in this study show that use of international call services has increased significantly over the 

past year. We believe the key driver here is the difficult economic climate, which is forcing 

consumers to look for ways to make savings on their outgoing expenditures. 

4.5 Entertainment 

In this section we consider the following phone-paid entertainment services:  

¶ Adult entertainment comprises all content of a sexual nature, including adult chat, video, 

images, and recorded stories consumed on a mobile device. This also includes adult content 

paid for through phone-paid services, but consumed on non-phone platforms. 
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¶ Competitions and quizzes on all platforms, paid for through premium SMS or by calling a 

premium rate number (e.g. competitions to win a prize on a TV program or advertised in a 

magazine). 

¶ Voting and other participation TV ï the common element of services within this area is the 

ability to influence the outcome of the programme you are watching. This can include voting 

for a particular contestant on a reality show (e.g. Iôm a Celebrity, Strictly Come Dancing), 

contributing comments to a programme where there is a charge above the normal cost of a 

call/SMS (e.g. ITV Daybreak text in comments), text-to-screen channels (e.g. Rabbit TV) and 

auction/reverse auction TV channels (e.g. bid TV) where number dialled to bid for an item is 

phone-paid. 

¶ Flirt / dating / chat include those services of a non-sexual nature. This includes voice services 

through 087 and 09 number ranges and premium SMS chat services (e.g. Flirtomatic, 

FlirtXchange) 

¶ Gambling includes gambling, betting, lotteries and scratch card services accessed, activated or 

paid-for through phone-paid mechanisms 

¶ Gaming consists of all phone-paid games played on both mobile phones as well as non-phone-

based platforms (i.e. this includes purchasing a game through a phone-paid mechanism, but 

playing it on a console/PC)  

¶ Tarot/astrology/psychic services primarily consist of premium hotlines, offering a range of 

fortune-telling services 

¶ Other entertainment content includes purchases of music, video, TV and other entertainment 

content for consumption on mobile devices, whether it be streamed, downloaded or access 

through mobile applications. This service type excludes astrology/tarot/psychic, gaming and 

adult content. 

Market sizing for phone-paid entertainment services 

The market size for Entertainment services in 2010, excluding VAT, is GBP 425.5 million, up 

5.3% from GBP 404.1 million in 2009 (see Figure 4.16). 
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Figure 4.16: UK Phone-paid entertainment services revenue, 2009 and 2010
31

 [Source: Analysys 

Mason] 

Revenue generated by Entertainment Services PRS is split between: 

¶ Adult entertainment  - GBP 128.5 million, down 2.0% from GBP 131.1 million in 2009 

¶ Competitions and quizzes - GBP 54.1 million, up 0.9% from GBP 53.6 million in 2009 

¶ Voting and other participation TV  - GBP42.6 million, up 34.3% from GBP 31.7 million in 

2009 

¶ Flirt / dating / chat - GBP 34.7 million, up 35.9% from GBP 25.5 million in 2009 

¶ Gambling, betting, lotteries and scratch card services - GBP 45.3 million, up 24.8% from 

GBP 36.3 million in 2009 

¶ Gaming - GBP 48.5 million, down 12.3% from GBP 55.3 million in 2009 

¶ Other entertainment content (incl. music, video and TV ) - GBP 50.5 million, down 5.1% 

from GBP 53.2 million in 2009 

¶ Tarot/astrology/psychic services - GBP 21.4 million, up 23.1% from GBP 17.4 million in 

2009 

                                                      

31
  Note: as in other sections, all revenue figures discussed are ex-VAT. 
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In total, entertainment services accounts for 52.1% of total revenue from phone-paid services. 

  

Figure 4.17: Revenue from individual phone-paid entertainment services, as a proportion of total 

phone-paid services market revenue
32

, 2010 (GBP million) [Source: Analysys Mason] 

Demand drivers for phone-paid entertainment services 

Key drivers of phone-paid entertainment services are those which are driving general take-up of 

digital and non-digital (e.g., voice-based) entertainment services in the larger consumer market, as 

discussed above in Section 3. These include:  

¶ Enhanced connectivity speeds through high-speed broadband deployment, both fixed and 

mobile, which are facilitating the consumption of Internet-based video-related content 

¶ Flat-rate data plans and sender-pays schemes are reducing the cost of using paid-for mobile 

entertainment services  

¶ The growing penetration of smartphones and other wireless devices, which are allowing 

consumers to explore new ways of accessing and purchasing entertainment content from the 

mobile phone as well as from tablets, e-readers and related devices.  

¶ Improved user interfaces and operating systems on mobile phones, including 

touchscreens, QWERTY keyboards, built-in search functionality, and embedded connections 
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to applications and to applications stores ï all of which improve the user experience and make 

entertainment content more accessible. 

¶ The rapid spread of mobile applications and app stores provides a new channel for 

distribution and consumption of phone-based entertainment services, many of which are paid-

for on an ad hoc basis from the phone, although not always via PRS payment methods.  

¶ Many social networking applications are well suited to a mobile environment, and mobile 

users have quickly adopted mobile social networking clients. Consumers are increasingly 

accessing entertainment (notably games, chat, flirt etc.) within social networks via their mobile 

devices ï for example, for example, the FarmVille game on Facebook.  

All of the above trends may generate new opportunities for phone-paid entertainment services.  

But at the same time, the fast-moving and unpredictable evolution of these markets, and the 

plethora of new players entering, also present many challenges for traditional PRS players and 

services.  

Barriers to adoption of phone-paid entertainment services 

Despite the general expansion of the digital entertainment market (particularly for content and 

services accessed via mobile devices), there remain a number of inhibitors to the growth of phone-

paid entertainment services:   

¶ App stores have significantly altered the landscape for phone-paid content and services, 

including business models and the way services are monetised and billed (the impact of app 

stores on PRS is explored in more detail in Section 3.2 of this report).  Apps are often linked 

to alternative payment methods, notably prepaid wallets or cards (e.g., through iTunes), 

credit/debit cards which are stored with the userôs account details and therefore donôt need to 

be re-entered after the initial registration and purchase; and virtual currency wallets within 

specific apps or within social networks (e.g., Facebook Credits). 

¶ The proliferation of free mobile content and applications, with the business model being to 

monetise these offerings via advertising and sponsorship revenues rather than via charging the 

consumer directly, is impacting what consumers are prepared to pay for. For example, adult 

entertainment PRS face increasing competition from ñAdult 2.0ò ñtubeò sites that offer free 

user-generated or pirated content. Improvements in discovery and navigation of content also 

mean that users are more effectively able to find free content if they do not wish to pay.  

¶ Security threats are not yet widespread, but are becoming increasingly common and in some 

cases may create specific issues relating to PRS.  One common ploy is for mainstream games 

to be ótrojanisedô and then rereleased as pirate games. Recent examples include ó3D Terrorist 

Actionô, for BREW and Windows Mobile platforms, originally developed by the Chinese firm 

Beijing Huike Technology. This game was trojanised by a Russian malware developer, and 

uploaded to several Windows Mobile freeware download sites. Users who downloaded the 
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game found that that their phones were automatically dialling international premium rate 

phone numbers. 

4.5.1 Adult entertainment services 

Adult entertainment services include all content of a sexual nature, including adult chat, video, 

images, and recorded stories consumed on a mobile device. The category also includes adult 

content which is consumed on non-phone platforms (e.g., video delivered via the Internet or pay-

per-view to the TV or PC), but which is paid for through phone-paid mechanisms. 

Adult entertainment PRS are typically billed via premium SMS or by dialling a premium (09) 

voice number.  However, PRS competes with alternative payment methods for adult content -- 

notably credit cards ï which are also frequently employed by users. As adult content consumption 

patterns shift from TV-based to online, and from online to mobile, payment patterns and methods 

are likely to shift as well. 

Ad hoc purchases of adult content are the norm in the UK.  One adult content reseller we spoke 

with indicated that approximately 80% of adult content PRS are purchased on an ad hoc basis, 

while only 20% are purchased as part of an on-going subscription service.  Adult ópersonalisationô 

content is frequently offered as part of a subscription service, which may be phone-paid, or paid 

for using other methods.  

Adult entertainment is the second largest segment within the overall premium rate services market, 

and the largest segment within the Entertainment category. The UK market for adult entertainment 

PRS is worth GBP 128.5 million, or 15.7% of total phone-paid market revenue in 2010 (see Figure 

4.17 at beginning of Entertainment section), down 2.0% from GBP 131.1 million in 2009 (when it 

accounted for 16.2% of PRS revenues). 

¶ Adult PRS are seeing increased competition from free online and mobile adult content, 

including ñtubeò sites featuring user-generated adult content. Industry players report that this 

has impacted consumersô willingness to pay for adult content, making it necessary for them to 

sell significantly more content than previously to make the same revenues 

Market Players 

The UK adult entertainment PRS market is highly competitive, with multiple content resellers and 

D2C service providers operating in an increasingly crowded market.  One adult PRS provider we 

spoke with suggested that the market is in fact now reaching saturation in terms of the number of 

market players and the volume of content (both paid-for and free) that is now available. 

Increasingly, customers are less loyal to a particular provider and will go to multiple sites to find 

the content they want.   

Some major content resellers who offer PRS adult entertainment services include:  

¶ CherrySauce, which has a partner affiliate scheme with the UK being their biggest market;  
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¶ A3 Media, which distributes via most of the main UK MNOs;  

¶ Katina Leisure, which also runs an affiliate program and its own direct to consumer business. 

MNOs also offer a wide range of adult services to mobile subscribers via their portals, although 

these are sourced from third parties. For example, O2 offers a selection of wallpapers and pictures 

priced from GBP 0.50 per download, and videos from GBP 2.00 per download.  

Usage of phone-paid adult entertainment services  

Our consumer survey revealed that 6.4% of respondents surveyed aged 16 years and above33 claim 

to have used phone-paid adult entertainment services in the past six months34 (see Figure 4.18). 

¶ Within the 16+ age demographic, levels of usage were particularly high in the 18-24 and 

25-34 age groups (13.0% and 15.8% service penetration rates respectively)  

¶ Usage drops off significantly among consumers aged 45 and above; only 1.9% claimed to 

have used phone-paid adult entertainment services in the last six months  

 

Figure 4.18: Usage penetration of phone-paid adult services in the last six months by demographic 

group, 2010 [Source: Analysys Mason] 

Among active users of phone-paid adult services, the most common usage frequency was óless 

than once every three monthsô with around one quarter of respondents selecting this option. 

                                                      

33
  12 681 respondents in total. 

34
  See Annex D: Service penetration data for source data 
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¶ Active users aged 18-24 are relatively frequent users of adult entertainment PRS - just under a 

third of users in this age group (27.2%) claim to use phone-paid adult services óonce or twice a 

monthô (see Figure 4.19). 

¶ Despite the 18+ age restrictions on content of a sexual nature, 5.9% of respondents aged 16-17 

claim to use phone-paid adult services, and do so on a frequent basis: 47.1% of this group 

claim to access adult content at least óonce or twice a monthô. 

¶ Men are twice as likely to use phone-paid adult services as women, and use them more 

frequently. 

  

Figure 4.19: Usage frequency of adult entertainment PRS services in the last six months, amongst all 

survey respondents, by demographic group, 2010 [Source: Analysys Mason] 

Among adult PRS users:  

¶ The biggest spenders are those aged 55+. On average, users in this age group spend GBP 3.37 

per transaction; with 10.8% claiming to spend more than GBP 10.00 per transaction  

¶ The 35-44 age range spends the least; with an average spend of GBP 1.86 per transaction  

Nearly half of users of phone-paid adult services (44.2%) believe that their usage will stay the 

same in the next 12 months. Just under a quarter of all adult PRS users (24.5%) believe their usage 

will decrease over the same period, versus 18.8% who predict that their usage will increase. 

Of those who stated their usage would most likely decrease in the next 12 months (212 

respondents), the main reasons were: 
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¶ ómy interests are changingô (42.5%) 

¶ óhaving less disposable incomeô (36.3%).  

¶ ócan now access so much more content for freeô (21.2%) 

Service provider strategies: Mobile and video offer new revenue streams for adult PRS providers 

In the last few years, adult PRS has come under increasing competition from ñAdult 2.0ò: ñtubeò 

sites that offer free user-generated or pirated content. The rapid rise and popularity of app stores 

has also seen a lot of adult content move off of the MNO ñdeckò.  Adult content providers realise 

they need to formulate off-deck strategies, but some are struggling to get a good ROI on their 

marketing spend.  

Among service providers who offer paid-for adult content, there is increasing interest in providing 

their customers with a reputable billing mechanism. Some service providers we spoke with 

perceived Payforit as something of a ógold standardô for payment, offering service providers a 

reliable and trusted payment mechanism:  

ñWe offer the full gamut of billing solutions, but it is important to us that we only 

use legitimate and responsible billing solutionsò [Adult and non-adult content 

provider] 

Improved device functionality and connectivity have enabled video and video-chat services, 

which may offer new revenue streams for service providers. For example, the launch of 

óFaceTimeô, the iPhone4ôs video chat feature in July 2010 has enabled video chat services with 

adult models. These services are typically charged at around GBP 2.00 per minute. 

Current levels of usage of adult PRS are relatively low, with only 6.3% of those surveyed  

claiming to have used them in the last six months.  There may be scope for growth, if adult service 

providers can provide value-add that differentiates their services from free content ï although 

providers (and consumers) may not opt to use phone-paid billing methods for such services. 

¶ Content providers could provide a more personalised experience, for example, through the 

use of recommendations tied to user preferences 

¶ Improved customer relationship management could also help to retain and upsell users ï at 

present, there is a lot of emphasis on click-marketing. 

4.5.2 Competitions/quizzes  

PRS competitions and quizzes are defined as those paid for through premium SMS or by calling a 

premium rate number, irrespective of the platform on which they are consumed (e.g., competitions 

to win a prize on a TV programme or advertised in a magazine are included).  

This segment represents 6.6% of total revenue from phone-paid services, at GBP 54.1 million for 

the year 2010 (see Figure 4.14), up 0.9% from the 2009 market size of GBP 53.6 million. 
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Market Players 

MNOs offer a limited range of competition and quiz services via their portals. For example, 

Orange runs competitions to win music concert and film premiere tickets.  However the majority 

of such competitions were offered as free, rather than paid-for, services. 

One major player in the phone-paid competition and quiz market is Telecom Express, which 

supplies competition and quiz services (as well as other types of phone-paid content) to a large 

number of newspapers. 

Usage of phone-paid competitions / quizzes 

Competition and quiz services are the most popular (most commonly used) type of phone-paid 

service, with around one quarter (26.1%) of surveyed consumers using them. (see Figure 4.2035): 

¶ Survey respondents aged 25-34 were the biggest users of competition PRS (40.2%);  

¶ Usage of competition PRS is lowest among survey respondents aged 55+ (12.3%).  

 

Figure 4.20: Usage penetration of competition and quiz services in the last six months by demographic 

group, 2010 [Source: Analysys Mason] 
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Despite high numbers of respondents using phone-paid competition and quiz services, those that 

do use them (3667 respondents) do so relatively infrequently, compared to frequency of usage of 

other phone-paid entertainment services:  

¶ 37.1% that use competition and quiz PRS, do so óless than once every three monthsô versus 

4.9% that do so ómore than once a weekô 

¶ Only 4.9% of all users take part in a phone-paid competition or quiz ómore than once a 

weekô(see Figure 4.21) 

  

Figure 4.21: Usage frequency of phone-paid entertainment services amongst users of each service 

type [Source: Analysys Mason] 

On average, competition PRS users spend GBP1.41 per transaction, which is the third-lowest level 

of spend among all PRS services (directory enquiry and general information services spend are 

lower). 

¶ 25-34 year olds claim to spend the most (GBP1.70 per transaction) on competition PRS, while 

16-17 year olds spend the least on average (GBP1.18 per transaction) 

On average, male respondents spend slightly more than their female counterparts, at GBP 1.48 per 

transaction, versus GBP 1.34 per transaction for women.  

In the next 12 months, 53.7% of users of phone-paid competition and quiz services believe their 

usage habits will not change, 23.3% think their usage will decrease and 11.0% think it will 

increase. Of those that do see their service usage decreasing, the largest proportion (just under two 

thirds of respondents (62.7%)) attribute this to their financial situation. 
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Service provider strategies: Traditional revenues are relatively stagnant, but new e-media 

channels and devices are creating new revenue opportunities for competition/quiz PRS 

Currently, access to competition and quiz services is highest via premium SMS, when compared 

with premium voice access. However, premium SMS and premium voice were stated as generating 

roughly the same amount of revenue each. As part of this study, we spoke with a major supplier to 

the media industry who stated that major growth would be coming from SMS payment, whilst 

premium rate voice revenues would continue to decline slowly. Our stakeholder interviewee also 

believed the overall market was shrinking: 

ñAlthough our market share has increased, this is more a reflection of smaller competitors 

pulling out of the market, or our organisation buying them out.ò- [Competition and quiz 

service supplier]   

Since this is already a very mature market, pressure on revenues has meant that some services will 

be less economically viable beyond 2011.  From the point of view of the service providers, two 

issues were highlighted: 

¶ the charging structures put in place by the MNOs 

¶ the lack of price transparency when accessing services from a mobile. 

ñMNO pricing policies are excessive, and in additional there is a lack of effective price 

transparency meaning users donôt know what they are paying. These are currently the biggest 

killers of premium rate traffic.ò - [Competition and quiz service supplier]   

The industry stakeholder stated that the market for supplying competitions and quizzes to the 

media industry was moving away from a revenue share model, towards a minimum fee model 

ï whereby a monthly fee is charged to the media entity (e.g. newspaper, magazine) to provide the 

service. In essence this was viewed as adopting an agency model rather than revenue split model in 

the hope of covering minimum costs. 

In addition, in order to offset any loss of revenue in traditional markets, the sector is deploying 

more web-based and mobile services.  The apps market offers strong growth potential, under the 

proviso that there is an effective in-billing mechanism to support in-app transactions.  

Devices such as the iPad will be of increasing importance as end-users move towards electronic 

consumption of traditional press. News Corp and Apple are planning to launch an iPad based 

newspaper called The Daily in early 2011, indicating that industry is clearly backing these 

technologies and services. Competition and quiz service providers have the opportunity to develop 

innovative new services on the back of these, as a way of reversing declines in revenue. 

ñThere needs to be a decent in-billing mechanism so we can charge in apps. We are 

actively planning in this arena.ò - [Competition and quiz service supplier] 
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4.5.3 Voting and other participation TV  

The common element of voting and other participation TV services is the ability to influence the 

outcome of the programme you are watching. This can include: 

¶ voting for a particular contestant on a reality show (e.g. Iôm a Celebrity, Strictly Come 

Dancing) 

¶ contributing comments to a programme where there is a charge above the normal cost of a 

call/SMS 

¶ text-to-screen channels (e.g. Rabbit TV) 

¶ auction/reverse auction TV channels (e.g. bid TV) where a premium access number is dialled. 

This segment represents 5.2% of total revenue from phone-paid services with a value excluding 

VAT of GBP 42.6 million for the year 2010 (see Figure 4.14), this is up 34.3% from the 2009 

market size of GBP 31.7 million. 

¶ Voting and participation TV PRS have seen a marked increase in total revenue which can be 

attributed to the huge and increasing popularity of reality TV voting shows. The segment 

appears to have largely recovered since the voting scandals of 2007 and 2008. 

Market Players 

All of the main broadcasters (e.g. BBC, ITV, Channel 5, five, BSkyB) run participation TV and 

voting services through various programmes (Strictly Come Dancing,  X Factor, Donôt Stop 

Believing, Got to Dance). 

Main suppliers in this market include Harvest Media Group, who supply all elements of 

participation TV services to broadcasters, including the BBC, MTV and ITV (X Factor). 

Usage of phone-paid voting and other participation TV services 

16.5% of all survey respondents (14 062) claim to have used voting and other participation TV 

services in the last six months (see Figure 4.2236).  

¶ Among this sample, usage is highest in the 25-34 age range with 28.7% using these services 

¶ Among respondents aged 55+, service penetration drops to just 6.4%.  

                                                      

36
  Annex D: Service penetration data 
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Figure 4.22: Usage penetration of phone-paid voting and other participation TV services in the last six 

months by demographic, 2010 [Source: Analysys Mason] 

Voting and participation TV services are the second least frequently used of all phone-paid 

entertainment services. Among phone-paid voting and participation TV service users (2322 

respondents),  just over a third (35.3%) claim to do so óless than once every three monthsô, this is 

followed by 24.2% who state that they use these services óonce or twice every three monthsô. 

Spend on phone-paid voting and participation TV is low, relative to other phone-paid services. On 

average, voting and participation TV PRS users spend GBP1.43 per transaction - this is the fourth 

lowest average amount spent per transaction of any PRS. 
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¶ Users aged 18-34 were the biggest spenders on phone-paid voting and participation TV of 

any age group at 1.80 per transaction (see Figure 4.23) 

 

Figure 4.23: Average spend per transaction by users of voting and participation TV services, by 

demographic group  [Source: Analysys Mason] 

51.4% of active phone-paid voting and participation TV service users (2322 respondents) believe 

their usage will stay the same, whilst 13.1% foresee an increase in their usage and 23.6% think 

they will use this service less. Of those respondents that expect their usage to fall (547 

respondents), 50.3% chose óhaving less disposable incomeô as one of their options, with 30.2% 

putting their declining usage down to óchanging interestsô (see Figure 4.24). 
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Figure 4.24: Self-predicted change in usage of voting and other participation TV PRS amongst existing 

users over the next 12 months, by demographic group. [Source: Analysys Mason] 

Service provider strategies: Apps have the potential to increase the market for TV voting, but this 

may channel revenues through non-phone paid mechanisms 

The voting and participation TV segment is primarily dominated by TV voting shows (e.g. X 

Factor, Strictly Come Dancing). After numerous voting scandals in 2007 and 2008, the public has 

largely regained confidence in the TV voting system as regulation has been put in place to improve 

the functioning of the industry. 

In November 2010, Ofcom cleared the path for the introduction of TV voting apps meaning we 

could see such services appearing in the coming year. It is not yet clear how consumers would be 

charged for the service, but possibilities include: 

¶ the app silently sending a premium SMS in the background 

¶ an account being held with the voting company that is topped-up either by a phone-paid 

mechanism or via credit/debit card 

¶ using proprietary in-app payment mechanisms, which would be charged directly or indirectly 

(e.g. via iTunes account on Apple devices) to your credit/debit card  

Ofcom has stated that, as long as consumers are warned of the cost of using the service, it is hoped 

this will simplify the mechanism for TV voting (the current system requires the voter to send a 
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that phone-paid revenues (through premium SMS and premium voice) are reduced with revenues 
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potentially being channelled through alternative payment mechanisms (e.g. credit card payments, 

in-app payments through iTunes etc.). 

Participation TV, whereby viewers can contribute to the content of the programme (e.g. sending a 

comment to the host or to be displayed on-screen), increasingly has to compete with free 

alternatives: 

¶ contacting through email, Facebook and twitter 

¶ the BBC announced in 2008 that is would be using standard rate numbers (for voice and 

SMS) for viewer participation, meaning this area of the segment may see a fall in spend. 

4.5.4 Flirt/date/chat  

Flirt /date/chat services include, for the purposes of this classification those services of a non-

sexual nature. This includes voice services through 087 and 09 number ranges and premium SMS 

chat services (e.g. Flirtomatic, FlirtXchange).  

This segment represents 4.3% of total revenue from phone-paid services with a value excluding 

VAT of GBP 34.7 million for the year 2010 (see Figure 4.14), this is up 35.9% from the 2009 

market size of GBP 25.5 million. 

¶ Flirt/date/chat services are increasingly popular and are perfectly suited to a phone-

payment environment ï since many of these services are used and accessed directly 

through a telephone, phone-paid mechanisms are the easiest and most convenient payment 

route, meaning there has been less migration to alternative payment methods 

Usage of phone-paid flirt/date/chat 

Our consumer survey revealed that across the entire survey group (14 062 respondents), 5.6% of 

respondents have used phone-paid flirt/date/chat services at least once in the past six months.  

¶ Highest service penetration was seen in the 18-24 and 25-34 age groups with rates of 

11.8% and 14.4% respectively (see Figure 4.2537) 

Of those that use phone-paid flirt/date/chat services, 63.2% of users were male, and 36.7% of users 

were female. 

 

                                                      

37
  Annex D: Service penetration data 
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Figure 4.25: Usage penetration off flirt/date/chat (non-sexual) services in the last six months by 

demographic group, 2010 [Source: Analysys Mason] 

The average spend per transaction on phone-paid flirt/date/chat service was GBP 2.80 - this is the 

third highest average amount spent per transaction on a service. Interestingly, spend varies 

considerably by age. Respondents aged 16-17 spend on average GBP 1.75 per transaction, versus 

an average spend per transaction by over 55s of GBP 4.54. 

23% of phone-paid flirt/date/chat service users (786 respondents) predicted their level of usage 

would decline in the next twelve months. The main reason behind this was stated as being 

óchanging interestsô (43.1%), followed by óI will have less disposable incomeô (38.1%) 

Service provider strategies 

Flirting is big business. Anecdotally, a Brit poll revealed in October 2010 that just under one 

million car crashes have been caused by drivers who were flirting at the wheel with other 

motorists38.  Internet flirting too has attracted significant interest from consumers, who have shown 

themselves willing to pay for the service.  

Mobile has opened up new opportunities for flirt/date/chat PRS providers, since it allows 

consumers to communicate with one another on the go and with greater frequency than before.  

Successful flirt/date/chat services are those that have built and maintain an online community of 

users. Sometimes there is a monthly charge for access, but increasingly PRS providers are offering 

                                                      

38
  http://www.medindia.net/news/Flirting-Brit-Drivers-Behind-1m-Accidents-76031-1.htm 
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users access to a basic service for free and generating revenues through a combination of paid-for 

premium features and advertising.  

One premium feature, which has proved particularly successful, is the ability for users to send 

paid-for virtual gifts  to their romantic interests.  Demand from users has been particularly strong 

around festivals, for example, Valentineôs Day and Christmas.  

¶ Mobile and online flirting service Flirtomatic, for example, says that it witnessed explosive 

sales of virtual gifts over the Christmas period, selling over 28,000 gifts in the five days 

between Boxing Day and New Yearôs Eve in 2009, which equates to 233 gifts per hour. In the 

run up towards Christmas Day, Flirtomatic sold over 54,000 virtual gifts, while gift purchases 

on Boxing Day were double what they were on Christmas Day, and rose a further 50% on 27 

December. One of the most popular gifts over Christmas was the Flirtomatic Christmas 

Stocking, which was also one of the most expensive. Over 16,000 were sold, a third of them 

within the first three days of the item going on sale. Other top-selling gifts over Christmas 

included Candy Canes (just under 9,000), Mistletoe (8,300) and Rednose Reindeer (over 

7,000).  

4.5.5 Gambling and lotteries services 

This section focuses on mobile gambling, betting, lotteries and scratch card services accessed, 

activated or paid-for through phone-paid mechanisms. Other forms of gambling use the mobile 

channel, but this report focuses on those gambling services that generate revenue for the MNO 

specifically through billing to the operator channel. 

Calculating revenue generated by mobile gambling services is complicated by the fact that mobile 

gambling transactions are two-way; that is to say, the bulk of the wager if often returned to the 

user in the form of winnings. In some instances, particularly slots, this credit may be re-wagered. 

According to our estimates, gambling and lotteries services represent 5.6% of total revenue from 

phone-paid services with a value excluding VAT of GBP 45.3 million for the year 2010 (see 

Figure 4.14), this is up 24.8% from the 2009 market size of GBP 36.3 million. 

¶ Gambling services continue to grow in popularity as users become more comfortable with 

the concept of participating in gambling services through their mobile phones 

Market Players 

MNOs offer a wide range of gambling services and are promoted openly via their portals. For 

example, Vodafone offers a selection of Betting, Casino, Slots and Bingo services, for example 

downloadable Roulette, Blackjack, and Jackpot services, with varying maximum prizes available. 

Off -portal provision of gambling services is widespread. Kerching Mobile (GBP3 registration 

fee), Probability Plc (offers GBP2.50 free on account creation) and Spin3 supply gambling 

content through MNO portals as well as having its own consumer facing mobile Internet portals. 
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Usage of phone-paid gambling and lotteries 

Our consumer survey revealed that across the entire survey base (14 062 respondents), on average 

7.8% have used phone-paid gambling and lotteries in the past 6 months (see Figure 4.2639). 

¶ Within this base of respondents, service penetration is highest among users aged 25-34 

(18.9%). 

 

 

Figure 4.26: Proportion of respondents who have used  phone-paid gambling and lotteries services in 

the last six months by demographic, 2010 [Source: Analysys Mason] 

Men are more likely to use phone-paid gambling and lottery services than women - 10.4% of male 

survey respondents claim to have used phone-paid gambling services in the last six months 

compared to 5.7% of female active phone-paid services users. 

Compared with other phone-paid entertainment services, gambling has the third highest usage 

frequency amongst active users of each service.  

¶ 11.3% of respondents use gambling services ómore than once a weekô 

¶ Around one eighth of gambling services users between the age of 25-44, uses these 

services ómore than once a weekô 
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The average spend per transaction by phone-paid gambling service users (1100 respondents) is 

GBP2.99 ï according to the results of our consumer survey, this is the second highest amount 

spent per transaction of all phone-paid services. 

¶ Users aged 18-24 and 25-34, on average spent the most per transaction (GBP3.12) on 

phone-paid gambling and lottery services 

17.9% of phone-paid gambling service users (1100 respondents) believe their usage will decrease 

compared with 12.6% who foresee an increase.  

Of those individuals who thought their usage would decrease (263 respondents), the reason most 

commonly selected was óhaving less disposable incomeô (47.5% of respondents), followed by 

óchanging interestsô (26.2%). 

Service provider strategies 

Mobile gambling has been far slower to take off than expected, hampered in many markets by 

regulatory and licensing restrictions, unwieldy user interfaces and small screens, and the fact that 

teenagers, one of the most highly mobile-savvy user groups, are not permitted to use mobile 

gambling services. As some of the aforementioned barriers fall, the prospects for mobile gambling 

are looking brighter:  

¶ The growing penetration of large-screen 3G devices is likely to have a significant impact in 

driving adoption of more sophisticated mobile gambling games that move beyond the simple 

bet-by-text applications currently dominating much of the market. 3G network speeds address 

the problem of slow response times ï critical to meeting the playerôs sense of urgency and 

ability to make split-second decisions in a poker game, for example. 

¶ Device form factor is also important in increasing the attractiveness of mobile gambling 

applications, as it is for other types of mobile content. The increasing popularity of large-

screen devices such as Appleôs iPhone, Nokiaôs N96, and HTCôs Android based handsets are 

making possible a new and user-friendly gambling experience. As a result, spending on mobile 

gambling has started to increase rapidly. 

¶ The UK, via the Gambling Act, has some of the most transparent and liberal gambling 

legislation of any Western economy and is at the forefront of gambling adoption.  

Certain areas, such as participation in mobile betting and lottery participation by text message, 

have grown significantly in the UK. However, some operators have remained ambivalent about 

promoting mobile gambling to their subscribers. The provision of age-restricted services is always 

difficult to handle, and when the potential for significant spend and addictive behaviour is added 

in, it is clear that operators will continue to tread carefully. 

Cultural and moral questions aside, the development of mobile gambling has mixed implications 

for mobile operator revenue. The growth of gambling services can drive traffic, and there is 
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significant potential for operators to build advertising and portal placement revenue from gambling 

providers, if they feel such providers offer services that are in line with the public image they wish 

to project. Facilitating access to gambling may also increase subscriber loyalty. However, 

operators are generally not involved in the billing or transactional side of mobile gambling 

services. Therefore, the direct revenue from these services flows to the mobile gambling provider, 

and is not shared with the operator. 

Some MNOs are, however, trying to take a more active role in accruing some portion of mobile 

gambling revenue; for example, several co-operative efforts to develop mobile gambling are 

underway in the UK, such as the agreement between Orange and national lottery provider Camelot 

to jointly develop mobile lottery games, age verification and payment services. 

One interview stakeholder that we spoke with operates both B2B and D2C models for gambling 

services. On the D2C side, gambling services are offered directly through its only mobile web 

portal, with adverts placed on other web portals (e.g. MNO portal). In addition, apps are used as a 

mechanism to redirect users to the companyôs mobile web portal. On the B2B side, the provider 

offers a complete turnkey solution and works with a number of partners including: 

¶ internet media companies (Yahoo!) who are looking to make an entrance into the gaming 

market that use and make use of a complete service that includes the platform, marketing 

and billing 

¶ major UK MNOs that use their own in-house processing solutions and are integrated into 

their own ówalletô billing systems and structures.  

¶ Payforit is used with certain operators and they are looking to launch with the others. 

ñOur agreement with [UK mobile operator] means the player pays about 2-3% on top of the value 

of the credit they wish to load. The transaction is very transparent and the player sees the 

additional cost before they agree to payò. [Gambling content provider] 

Apps are seen as a promising distribution channel however, Apple does not allow gambling 

apps on its apps store. As well as this, in terms of being a driver for revenue generation, Appleôs 

apps store takes 30% of the revenue for in-app payments, meaning there is no financially viable 

business model, so in this case óplay-for-funô, competitions and subscriptions are used. One 

stakeholder saw apps as an account management opportunity: 

ñTo avoid app store revenue share policies, we will continue using credit and debit card 

payments, as well as premium SMS, but we are looking at developing an account management 

appò. [Gambling content provider] 

Social networks are seen as good way to market products. However, this focuses on the play-for-

fun sector; with a social aspect being added to many games. 

ñWe have added a social interactive to some of our Facebook play-for-fun games, but in reality 

you donôt want the whole world knowing your gambling habitsò. [Gambling content provider] 
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Regulation was seen as a positive driver for the segment, with consumers becoming more and more 

comfortable with the mobile gambling proposition. It was noted by one interview stakeholder that 

partnering with MNOs, as well as abiding by the PhonepayPlus code, acted created something of a 

ógold standardô for their service, which, in turn, increased consumer confidence in their 

proposition. 

4.5.6 Gaming 

In this section, we consider the market for phone-paid games. This category includes all phone-

paid games played on both mobile phones as well as non-phone-based platforms (i.e. this includes 

purchasing a game through a phone-paid mechanism, but playing it on a console/PC) 

Popular phone-paid game genres include card games (e.g. Solitaire); puzzles and brain training 

(e.g. Bejeweled; Brain Challenge); arcade games and sports management simulations (e.g. Real 

Football Manager 2010).  

Phone-paid games are commonly offered on a pay-per-download basis e.g. Vodafone offers a 

selection of games via the content store on its portal, priced at between GBP3 ï GBP5 per 

download. A number of providers also offer games on a subscription basis e.g. Jamster offers 

subscribers to its Action Club service 3 games or software applications for GBP4.50 per week.  

Phone-paid gaming represents 5.9% of total revenue from phone-paid services with a value 

excluding VAT of GBP 48.5 million for the year 2010 (see Figure 4.14), this is down 12.3% from 

the 2009 market size of GBP 55.3 million. 

¶ Whilst mobile gaming is becoming increasingly popular, mobile gamers have migrated to 

more sophisticated mobile devices. This has meant gaming PRS revenues have been 

cannibalised by gaming purchases through apps stores that rely on payments being made 

by credit/debit card through proprietary billing systems. 

Market players 

A number of different market players are positioning to exploit the emerging market opportunity. 

Market leaders in mobile games include:  

¶ Mobile games aggregators and aggregation platforms 

o PocketGear announced the acquisition of Handango in Feb-10, creating the 

worldôs largest crossplatform, open application store and content marketplace. It 

has a catalogue of more than 140 000 paid and free titles, which Handango claims 

are available for download by the more than 4 billion consumers worldwide using 

mobile devices powered by Android, Symbian, BlackBerry, Windows Mobile, 

Palm, Linux and Java. 

¶ Mobile games developers and publishers 
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o Gameloft develops and publishes video games for consoles and mobile (94% of 

its revenue in 2009), incorporating the Java, BREW and Symbian technologies. 

Recently, Gameloft has focused more on the iPhone platform. 

o EA is the worldôs biggest games publisher. In late 2009, EA acquired Playfish, a 

social gaming start-up responsible for Facebook games such as Restaurant City 

and Pet Society with the intention of addressing social networking games 

opportunities. 

¶ Mobile operators 

o Orange claims to be the number-one operator for mobile gaming. In March 2010, 

Orange and HMV (a UK high-street music and games retailer) launched an online 

games download store for Java-enabled phones, branded as óHMV Mobile Gamesô 

and ópowered by Orangeô, offering games priced in the range GBP1ï5, paid via 

monthly bills, or through prepaid credit. Subscribers to other mobile networks are 

required to pay at the time of purchase. Also in March 2010, Orange announced 

the launch of: 

Á Playtomo ï a social gaming service allowing all UK customers to play 

games at no cost and to share these with friends through social networking 

sites on their mobile phones 

Á Games Zone ï a GBP5 per month subscription gaming service offering 

Orange customers two free games each month, exclusive competitions 

and 20% discount on additional purchases 

Á Orange iPhone Games ï giving all UK iPhone customers access to mobile 

games designed and produced by Orange, available to download from the 

Apple App Store. 

¶ Social games developers 

o Zynga specialises in social games, including FarmVille on Facebook. Founded in 

January 2007, by May 2010 it had in excess of 235 million monthly active users, 

equivalent to more than 65 million daily users. Although Zynga is primarily 

focused on fixed (non-mobile) games, it clearly illustrates the potential of the 

social gaming concept. In early April 2010, Zyngaôs value was estimated at USD5 

billion. 

Usage of phone-paid games 

Looking at all individuals surveyed (14 062 respondents), 12.1% stated that they have paid for a 

game through a phone-paid mechanism, whether consumed on a phone or other platform.  
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Among these respondents, interest in phone-paid games was highest among users aged 18-34: 

24.6% claim to have bought a phone-paid game in the past 6 months. There was also strong 

interest from teens aged 11-15, with 16.0% claiming to have purchased a phone-paid game in the 

same period.  

Usage drops off sharply among users aged 45+ and only 1.4% of over 55s claim to have purchased 

a game on any platform through a phone-paid mechanism (see Figure 4.2740).  

Phone-paid games are largely more popular among men than women: 14.3% of male survey 

respondents claim to have bought games through phone-paid mechanisms, compared with 10.3% 

of female survey respondents.  

 

Figure 4.27: Proportion of respondents who claim to have purchase a phone-paid game at least once 

in the last six months by demographic, 2010 [Source: Analysys Mason] 

Phone-paid game purchases are less common than most other phone-paid entertainment purchases:  

¶ Only 7.9% of those that buy games through phone-paid mechanisms do so ómore than 

once a weekô 

Active phone-paid games users (1707 respondents) typically spend GBP2.50 per transaction: 

¶ Average spend by 16-17 year olds was notably lower than the other age groups (GBP2.18) 

(see Figure 4.28) 
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Figure 4.28: Average spend per transaction (GBP) by users of gaming services by demographic group  

[Source: Analysys Mason] 

27.5% of respondents who use phone-paid mechanisms to buy games believe their usage will 

decrease in the next 12 months, versus only 16.1% who believe their usage will go up. The main 

reasons cited for decreased usage were óless disposable incomeô (49.7%); ómy interests have 

changedô (29.9%); and óI can now access other gaming content for freeô (23.7%). 

Service provider strategies: positioning for the growth of mobile gaming 

One of the more noticeable consequences of the iPhoneôs launch in 2007 is the coming of age of 

gaming on the mobile phone. The iPhone introduced the concept of an application store for mobile 

devices, and games quickly emerged as the most popular application category. The rest of the 

market has, to a great extent, now caught up with Appleôs iPhone proposition, however, the 

dynamics of wider market for games have irrevocably been altered in terms of the way services are 

monetised, billed and advertised.  

The Appleôs App Store has redefined the revenue model for the industry, by offering 70% of 

revenue to developers, providing a much-needed financial incentive to the game-development 

community. 

Despite the success of some lesser-known service providers operating on the Apple app store, for 

many providers, there must typically be significant investment in marketing the game, or the brand 

value of the game (or potentially the developer) for a new game title to be discovered and to secure 

significant sales. Alternatively, games developers can negotiate for placement on órecommendedô 
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lists that are run by aggregators (often MNOs), which may be the preferred option for some 

smaller providers.  

Online games are gaining importance relative to game downloads as network connectivity 

improves. Another key driver of game usage has been wide reach and popularity of social games 

within online communities, such as Facebook, which may create new opportunities for operator-

billed services. However, there is strong competition from alternative payment mechanisms, 

notably stored value accounts (including virtual currencies and prepaid game cards), as well as 

credit/debit cards among users of online games.  

4.5.7 Other entertainment content (Music, video, TV) 

Within the context of this study, óother entertainment contentô includes purchases of music, video 

and other entertainment content for consumption on mobile devices, whether it be streamed, 

downloaded or access through mobile applications. Subscription models are becoming 

increasingly common for phone-paid music and video services.  

This segment represents 6.2% of total revenue from phone-paid services with a value, excluding 

VAT, of GBP 50.5 million for the year 2010 (see Figure 4.14).   This is down 5.1% from the 2009 

market size of GBP 53.2 million. 

Phone-paid music, video and TV services are increasingly having to compete with mainstream 

content providers offering the same service more efficiently and more cheaply.  

¶ Owners of certain types of smartphones generally make music and video purchases through 

proprietary content stores (e.g. Appleôs iTunes) 

¶ free video services such as YouTube are provided as a native app on many new devices, 

further competing with paid-for entertainment options. 

Market players 

MNOs offer a wide range of music and video content via their portals: 

¶ Vodafone offers tracks for download either for a one off cost of 99p per track or through a 

subscription: óTrack packsô of 4 tracks cost GBP2.50 per month; 10 tracks cost GBP5 a month 

(first month free) and 25 tracks cost GBP10 a month 

¶ Videos are also available on Vodafoneôs mobile portal for 99p per download 

¶ ó3 UKô offer tracks for GBP1.29 per download. 

Off -portal provision  of music and video content ï both paid-for and free -- is widespread. MME 

content aggregators such as Jamster offer a wide range of full music tracks and video on a 

subscription basis; Jamster offers subscribers to its Music Club service 6 full track downloads for 
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GBP 4.50 per week.  Mainstream media providers are also players in this market; for example the 

BBCôs iPlayer app offers consumers with smartphones the opportunity to watch catch-up TV from 

BBC channels, for free. 

Usage of other entertainment content 

Out of all survey participants (14 062 respondents), 12.5% claim to have purchased phone-paid 

music/video/TV content at least once in the last six months.  As shown in Figure 4.29, usage drops 

off dramatically for older demographic groups, in contrast with more information-focused phone-

paid services. 

¶ Usage penetration is markedly higher among younger users: 18.8% of 11-15 year olds and 

24.2% of 25-34 years claim to have accessed this type of content in the past six months (see 

Figure 4.2941) 

¶ Male survey respondents have a higher propensity to purchase  phone-paid music/video/TV 

content than women, with 14.8% of male survey respondents claiming to have done so in the 

past six months, compared with 10.6% of female users.  

 

Figure 4.29: Usage penetration of Other entertainment content for mobile phones in the last six months 

by demographic group, 2010 [Source: Analysys Mason] 

Just under half of active phone-paid music/video/TV users (44.1%) do so at least óonce or twice a 

monthô. 
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¶ 10.1% of 25-34 year old access this type of service ómore than once a weekô compared with a 

group average of 8.6%  

The average amount spent per transaction by all phone-paid music/video/TV content users (1760 

respondents) was GBP2.34  ï the 35-44 year old group spent the least per transaction (GBP2.01). 

¶ 18-24 year olds and over 55s claim to spend the most, with both groups averaging GBP2.62 

per transaction 

47.4% of active phone-paid music/video/TV users believe their usage will stay the same in the 

next 12 months 

¶ Similar proportions of users believe their usage will increase and decrease over the same time 

period ï 19.5% and 21.3% respectively 

Among respondents who predicted that their usage of phone-paid music/video/TV usage would 

decrease, just under half attributed this to less disposable incomeô (43.6%), with a further 28.6% 

naming the availability of free content as a key consideration. 

Service provider strategies: competing with free content and Internet-based payment methods 

Phone-paid downloads of music/video/TV are facing increasing competition from alternative 

services and technologies. Mobile phones are becoming smarter, enabling an ever increasing 

number of features, but in some cases device manufacturers restrict the download and use of 

content that is not bought through their own digital store (e.g. Apple iPhone). 

¶ Appleôs iPhone was developed off the back of its successful iPod range and its iTunes eco-

system that dominates online music sales, and by releasing the iPhone, Apple has transferred 

that dominance to the mobile arena. Revenue goes directly from the consumer to Apple via a 

credit/debit card payment and Apple shares its revenue with record companies. 

¶ Consumers can easily buy and download music files through Amazonôs music store on an 

Android handset 

¶ By paying for a Spotify Premium account, smartphone users are able to stream on demand an 

unlimited number of songs to their handset - in addition UK MNO ó3ô offers Spotify on 14 of 

its handsets and includes the service for free on a number of its price plans. 

All of these services use non-phone paid mechanisms for payment (e.g. credit/debit card, 

iTunes/Amazon account), meaning as penetration of smartphones increases, so will the likelihood 

that users purchase music through non-phone paid mechanisms. 

Mobile video downloads and streaming have always been less popular than music downloads. This 

is mainly due to the poor user experience consumers face when attempting to download or stream 

video, with high buffering and download times putting many users off. Many services therefore 
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rely on Wi-Fi connections. BkyB offers a mobile TV service, but this is billed for directly by Sky 

through credit/debit card. 

As coverage of high speed mobile connections improves, mobile downloads and streaming have a 

greater opportunity to offer a compelling user experience, but at the same time user-generated 

and free video content is already reaching a mainstream audience and this will quell 

opportunities in the phone-paid segment. YouTube comes native to many smartphone models (e.g. 

iPhone, Android, Symbian), which offers an almost unlimited library of video content for users to 

consume, and services such as TVCatchup.co.uk allows streaming of all terrestrial free-to-air TV 

channels to an iPhone or iPad at no cost, making a weaker case for paying a premium for mobile 

video content. 

4.5.8 Tarot/astrology/psychic 

The phone-paid tarot/astrology/psychic services category includes premium hotlines, offering a 

range of fortune-telling services. 

Astrology readings can span areas including: love, compatibility and romance readings; karmic 

lessons and blessings; romance or business forecasts and predictions; life path readings; career 

reports etc.  

Live psychic/tarot readings can often be accessed by dialling 09 numbers, which typically cost in 

the range of 100ppm from a landline (more from a mobile), or via SMS short code, which typically 

cost in the range of GBP1.50 per SMS reply received.  

This segment represents 2.62% of total revenue generated by phone-paid services with a value, 

excluding VAT, of GBP 21.4 million for the year 2010 (see Figure 4.17), this is up 23.1% from 

the 2009 market size of GBP 17.4 million. 

¶ It may be the case that during difficult financial times, tarot and astrological services are 

turned to as a means of reassurance. Personal consultations are available through premium 

voice access numbers meaning there are no cheaper or free equivalent alternatives readily 

available  

Market Players 

MNOs offer some horoscope services via their portals, both free and at cost. For example, O2 

offers a selection free services from ófavourite astrologersô (e.g. Mystic Meg, Russell Grant) with 

óText The Psychicô services provided at a charge. 

Digital Select Ltd manages phone-paid horoscope services for Live 1-2- Psychic Chat, and daily 

/weekly horoscope and tarot services for a selection of astrologers. Russell Grant, Patrick Rundell, 

and Marjorie Orr have websites using their name that offer live psychic consultations via a phone-

paid voice number (09xx). 
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Usage of phone-paid tarot/astrology/psychic 

Of all survey respondents42, 5.8% claim to have used phone-paid tarot/astrology/psychic services 

in the last six months.  

¶ Within this same respondent group, service penetration was highest in the 25-34 year old age 

bracket (14.1%); it was lowest among the over 55s, with penetration rates of 0.9% (see Figure 

4.3043) 

¶ Surprisingly perhaps, usage of phone-paid tarot/astrology/psychic services was higher among 

men than women: only 4.8% of female survey respondents claim to use these services, versus 

7.0% of male respondents 

 

Figure 4.30: Usage penetration of Tarot/astrology/psychic services in the last six months by 

demographic group, 2010 [Source: Analysys Mason] 

Among phone-paid tarot/astrology/psychic service users (814 respondents), 52.3% of those 

surveyed use these services at least óonce or twice a monthô, with around one in eight (12.8%) 

using them more than once a week, making tarot services the second most frequently used phone-

paid entertainment service. 

                                                      

42
 Base = 14 062 respondents 
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¶ Levels of usage are particularly high in the 11-15 and over 55 age groups, with just under a 

fifth of users in these groups (19.7% and 19.4% respectively) accessing tarot/astrology/psychic 

content at least once a week 

The average amount spent on a single transaction by users of phone-paid tarot/astrology/psychic 

services was GBP2.56, one of the highest average spends per transaction of any phone-paid 

service:  

¶ 16-17 year olds claim to spend the least per transaction at GBP1.71, compared with GBP3.69 

by over 55s 

¶ Female users of phone-paid tarot/astrology/psychic services claim to spend, on average, 

GBP2.61 per transaction, which was slightly more than male respondents who averaged 

GBP2.52 per transaction (see Figure 4.31) 

 

 

Figure 4.31: Average spend per transaction (GBP) by users of tarot/astrology/psychic content services 

by demographic group  [Source: Analysys Mason] 

45.3% of phone-paid tarot/astrology/psychic service users believe their usage levels will not 

change in the next 12 months. 19.9% believe their usage will increase and 21.6% see a decrease in 

the coming year. Those who predicted that their usage level would decrease (176 respondents) 

attributed this change to óhaving less disposable incomeô (36.9%); óchanging interestsô (31.3%); 

and óincreased access to free contentô (26.1%). 

Service provider strategies: markets are moving towards specialist providers 

2.92

1.71

2.53

2.78

2.28 2.29

3.69

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

11-15 16-17 18-24 25-34 35-44 45-54 55+

A
v
e

ra
g

e
 s

p
e

n
d

 p
e

r 
tr

a
n

s
a

c
ti
o

n
 (

G
B

P
)

Demographic group (years)



Current and emerging trends in the UK premium-rate services market  |  88 

Ref: 18490-45 . 

Whilst there are still numerous smaller standalone horoscope and astrology hotlines for whom this 

segment is their main revenue generator, larger service providers will only offer horoscope 

services on mobile and web portals so long as there remains a sufficient market for them.  Some  

MNOs are already moving away from phone-paid horoscope services. 

Although our market size is larger than last yearôs estimate, we do not believe this to be a growth 

area. Interview stakeholders indicate that there is a general downward trend for phone-paid access 

to horoscopes through press and media outlets, with focus moving to other forms of content. 

ñIn terms of revenue generation, horoscopes are now at the lower end from where they 

were. Itôs down to overregulation and the implementation of too many T&Cs.ò.  - 

[Horoscope content provider] 

4.6 Personalisation services  

The category ópersonalisation and virtual giftsô includes two PRS services: 

¶ Mobile personalisation consists of ringtones, ringback tones, realtones, video ringtones, user-

generated ringtones and graphics (including wallpapers, e-cards and screensavers), purchased 

via the PC or mobile device (or following a call-to-action in a TV advert) using phone-paid 

billing 

¶ Virtual goods and gifts is a new and burgeoning segment of the digital goods market, and can 

be defined as the purchase of virtual items or goods with payment through a community/social 

media site, e.g., buying virtual goods or objects for the social media space. This covers both 

PC-based and mobile-based social media sites, where phone payment is used to purchase the 

virtual goods. 

Market sizing for personalisation services 

Analysys Mason estimates that the market size for phone-paid personalisation services in 2010, 

excluding VAT, is GBP 30.16 million, up 5.1% from GBP 27.2 million in 2009.  
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Figure 4.32: UK Phone-paid personalisation and gift services revenue, 2009 and 2010 [Source: 

Analysys Mason] 

Revenue excluding VAT on personalisation services are split between: 

¶ Mobile personalisation - GBP 22.1 million, down 18.8% from GBP 27.2 million in 2009 

¶ Virtual g oods and gifts - GBP 8.1 million, up 438.1% from GBP 1.5 million last year (see 

Figure 1.33).  

In total, phone-paid personalisation accounts for 3.7% of total revenue generated by phone-paid 

services, with mobile personalisation services and virtual gifts representing 2.7% and 1.0% of total 

phone-paid services revenue respectively, a change from 3.4% and 0.2% respectively in 2009. 
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Figure 4.34: Revenue excluding VAT on phone-paid personalisation and virtual gifts as a proportion of 

total phone-paid revenue (GBP million) [Source: Analysys Mason]  

Demand drivers and barriers for personalisation services 

There has been strong demand for mobile personalisation services since the inception of the 

mobile device. Historically, services such as ringtones and wallpapers were a widely available, 

simple and inexpensive way for young people and even older demographics to personalise their 

mobile devices.  Because the target audience has primarily been the youth market, enabling 

payment via phone-paid billing was a key element in growing this market.  Providers include a 

wide variety of specialist developers and aggregators who may sell direct to consumers (e.g., 

Jamster), or may partner with mobile service providers to sell through the mobile channel or 

through the mobile service providerôs website.  Music companies and other entertainment and 

consumer product companies targeting the youth market were significant drivers of the growth of 

this type of personalised content, which for them served as a new marketing channel and in many 

cases an important source of revenue (e.g., record companies report that a very significant portion 

of artist revenue now comes from personalisation content rather than from sales of CDs).    

However, consumer willingness to pay for traditional personalisation services has been 

significantly affected by alternative ways of creating content and adoption of less-expensive 

forms of content for personalisation purposes:  

¶ An increasing number of users are using self-generated or free content to personalise their 

mobile devices ï this includes photos taken from camera phones or voice/music messages 

recorded on the phone, as well as commercially-developed personalisation content  

downloaded to the phone courtesy of low-cost/flat-rate data plans, sideloaded from PCs (such 
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as music tracks and photos) as ringtones and wallpapers. Camera phones have been a 

significant driver of this, as has the increased availability of simple software within the mobile 

device user interface that allows ñinstantò conversion of a photo to a phone display 

background, and similar functions. This will reduce the demand for paid-for personalisation 

services. 

To a lesser extent confidence in mobile content has been affected in recent years by some 

disreputable companies misleading consumers into paying a weekly fee for content.  

In the last 1-2 years, there has been some market growth of tone-based services in the UK. MNOs 

(as well as D2C providers such as Jamster) have promoted ringback tones in Western Europe ï 

largely because they are hosted on the network, which enables operators to control revenue and 

pricing. However, this has been insufficient to compensate for the decline in ringtone and 

wallpaper services, which continue to be the major revenue streams in the personalisation services 

market.  

A new market for digital goods focused on personalisation of devices and of the use experience is 

now developing: virtual goods and gifts.  These have grown out of two main areas of the digital 

experience ï gaming and social networking ï and their intersection as consumers increasing play 

casual games on social networking platforms.  

Like traditional personalisation services, virtual goods and gifts are also a form of personal 

expression (virtual goods like clothing or accessories allow the user to customise and personalise 

their online profile) and therefore share similar drivers. There are, however, two notable 

differences. Firstly, virtual gifts have a more social element than traditional services, since these 

are being used as a way to establish and enhance existing relationships. Secondly, they are also 

now widespread within social games, both as a personalisation tool and as a way to enhance 

gameplay (see discussion in the gaming section).   

Bad publicity  is one of the key threats to the nascent market for virtual goods and gifts. The 

Apple App Store has recently come under the criticism from consumers who have expressed 

outrage at the ability of children to make in-game purchases of virtual goods and gifts with a 

mobile device, without password authentication.  

 

 

Smurfôs Village 

In late November 2010 Capcom Interactive Inc.ôs óSmurfsô Villageô game, available to download 

from the Apple App store, gained notoriety for topping the list of highest-grossing mobile games, 

despite being free to download. The freemium game builds on the popular Smurfôs storyline and 

allows user to build Smurf village and complete challenges to earn in-game credits or 

óSmurfberriesô. For users seeking to leapfrog certain challenges and accelerate game-play, Smurfsô 

Village offers users the ability to purchase ósmurfberriesô. 
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Consumers complaints about inadequate in-app spending controls that have resulted in significant 

bill shock have caught media attention. One parent was surprised to find out that the Apple App 

Store does not require password-based purchase confirmations if the purchase occurs within a 

fifteen minute period of the Apple App Store password being entered. Upon downloading the 

óSmurfsô Villageô application from the Apple App Store for his son, the child was able to make 

purchases of in-game currency, which left the authorised account holder with over GBP100 of 

charges to the credit/debit card linked to his iTunes store-account. Having contacted the iTunes 

customer-care service, the consumer in question was able to have the charges reversed44; however, 

other users of the game have not been so lucky.  

It should, however, be noted that óSmurfberryô type examples are most commonly linked to preset 

accounts tied to credit cards rather than to phone-paid services. In many respects, operator-billing 

could be a natural choice of payment mechanism for virtual goods given that many virtual goods 

and gifts target the youth demographic, many of whom are unbanked. 

4.6.1 Mobile personalisation 

Personalisation services have expanded from simple monophonic ringtones to include polyphonic 

ringtones, ringback tones, realtones, video tones and user-generated ringtones. Simple graphics 

products have developed to include static and animated wallpapers and screensavers. 

The market size for phone-paid mobile personalization in 2010 is estimated to be GBP 22.19 

million, which is down 18.8% from GBP 27.2 million in 2009.  

¶ Mobile personalisation services have been on a downward trend since the controversy caused 

a few years ago by consumers being unknowingly signed up to weekly subscriptions, whilst 

believing they were making one-off purchases. 

¶ In addition, more advanced handsets allow users to use free content from the Internet to 

personalise their devices, making many of these services redundant to the growing number of 

smartphone users. 

Market Players 

MNOs offer a wide range of ringtones and graphics via their portals. For example, Vodafone 

offers a selection of approximately 20 ringtones via its content store, all priced at GBP3 per 

download. MNOs have also maintained a significant role in the off-portal market by offering on-

phone billing services, which enable them to retain about 20% of content revenue. 

Off -portal provision of ringtones and wallpapers is widespread. MME content aggregators such 

as Jamster offer a wide range of ringtones and images, as do media companies, which aim to 

                                                      

44
  See: http://www.bbc.co.uk/blogs/watchdog/2010/09/iphone_apps.html 
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promote artists or new releases. Off-portal content tends to be less expensive than on-portal 

content, and is sometimes free. 

Usage of phone-paid mobile personalisation services 

The consumer survey carried out for this study showed that 16.6% of all individuals surveyed (14 

062 respondents) claim to have bought mobile personalisation PRS in the last six months. 

¶ Staying within this respondent group, the highest service penetration was seen amongst the 25-

34 year olds (29.0%) versus just 5.0% among users aged 55+ (see Figure 4.3545) 

 

 

 

Figure 4.35: Penetration of phone-paid mobile personalisation services in the last six months by 

demographic group, 2010 [Source: Analysys Mason] 

Of those respondents that user mobile personalisation service (2328 respondents), 41.5% do so 

óless than once every three monthsô, and a further 23.7% only do so óonce or twice every three 

monthsô. A small proportion of users purchase ringtones on a weekly basis. Weekly purchasing of 

mobile personalisation were highest among subscribers aged 18-24 (10.0%), followed by users 

aged 25-34 (9.0%) 
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Amongst consumers of phone-paid mobile personalisation content (2328), the average amount 

spent on a single transaction was GBP1.86. 

¶ Personalisation PRS users in the 18-24 age group were the highest spenders, with an average 

per transaction spend of GBP 2.24, versus users aged 55+, who on average spent the least at 

only GBP 1.47 per transaction 

¶ On average, female users of phone-paid personalisation services spend more than men in a 

single transaction: GBP 1.90 versus GBP1.81 per transaction  

44.6% of phone-paid mobile personalisation content users (2328) believe their usage will remain 

constant. 29.7% foresee a decrease in usage in the next 12 months and 13.6% believe it will 

increase.  

¶ 20.2% of 18-24 year olds that currently use personalisation PRS believe their usage will 

increase in the next year 

Looking at those that believe their usage will decrease, this was mainly attributed to having less 

disposable income (45.5%), having access to free alternatives (28.8%) and changing interests 

(27.3%). 

 

Figure 4.36: Reasons for reducing future use of mobile personalisation services, amongst existing 

users that predict their usage will decline over the next 12 months [Source: Analysys 

Mason] 
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Service provider strategies: alternative paid-for personalisation content 

In the face of this decline, MNOs will be looking for alternative forms of personalisation that 

cannot be bypassed. Ringback tones, which are network-based and, as a result, secure the MNOôs 

position in the value chain. Take-up of ringback tones has, however, been limited to date because 

MNOs have applied monthly charges to them (as they are network-based services), rather than the 

one-off charges that typically apply to sales of ringtones. However, some MNOs outside of the UK 

have been successful with ringback tone services ï including Turkcell in Turkey, which offers an 

advertising-funded service. 

Service providers will still offer these personalisation services on their mobile and web portals but 

personalisation is not a growth area.  Instead, providers  are shifting attention to providing access 

to, and billing for, other types of small-payment personalisation services such as virtual goods and 

gifts to be used within social networks and other digital environments such as flirt/chat sites, 

games etc. 

4.6.2 Virtual goods and gifts 

The rapid rise in the adoption of virtual goods and gifts by consumers suggests that there is value 

associated with inexpensive virtual objects, particularly when they are gifts to other people. The 

idea is relatively simple and taps into the core of social networks: the relationships that exist 

between members. For example, when a user sends a friend a virtual birthday cake, it will not only 

tell her that the user is thinking about her on her birthday, it will also the userôs friends and the 

recipientôs friends.  

Virtual gifts offer a way of highlighting updates and making postings stand out. A user might send 

virtual flowers to a friend to congratulate her on the birth of her child, which would sit alongside 

the updates and photos she has posted, to draw attention to her announcement. The fact that users 

are prepared to pay for virtual gifts suggests that   paying for such items conveys a heightened 

sentiment and perceived value to the recipient. 

Our estimates show that phone-paid virtual goods and gifts is at present a relatively niche service, 

with an estimated market size excluding VAT of GBP 8.1 million in 2010.  However, we believe 

this market shows strong growth potential. Phone-paid virtual gifts grew 438.1% from the 2009 

market size of GBP 1.5 million in 2009.  

¶ Virtual gifts are a nascent market with huge potential for growth. Already there has been a 

more than four fold increase in the virtual gifts PRS market size and this could continue as 

long as content providers continnue to support phone payment. Phone-paid virtual gifts make  

up only a small proportion of the overall virtual gifts market, with the remainder made up of 

purchases through other payment mechanisms 

Market Players 
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Social networks are the most important players in the virtual gifts market.  Facebook was one 

of the first social networks to launch and popularise virtual gifts via its gift store launched in early 

2007. It developed a virtual currency óGift Creditsô for virtual gift purchases (which later evolved 

into Facebook Credits). However, the social network later closed its gift shop on 1 August 2010 so 

it could ñfocus more on improving and enhancing products and features that people use every day, 

such as Photos, News Feed, Inbox, games, comments, the "Like" button and the Wallò
46

 Facebook 

users could continue to view sent and received gifts and to buy gifts from third party providers e.g. 

RockYou! Birthday Cards and Someecards. Other social networks, including MySpace and hi5 

have also launched their own virtual gift stores.  

Charities have identified significant opportunity in virtual gifts and are beginning to formulate 

strategies to capitalise on peopleôs willingness to purchase virtual gifts while on a social network. 

Through the JustGiving gift app47, for example, users can show their support for a particular 

charity by buying a virtual (branded) óbadgeô for a friend (or themselves). The GBP2 donation 

(paid  either via credit card or via Paypal) for the virtual item is donated to the charity and, at the 

point of purchase, the user is also offered the option to set up more regular giving to this charity. 

Not only does the virtual gift purchase therefore raise money for the charity, it also helps raise its 

profile. Charities pay £15 per month, plus a fee (5% plus VAT) on each donation, including Gift 

Aid, made through the JustGiving site. 

Other online communities, notably those which incorporate elements of social networking and 

gaming, are also positioning to exploit the virtual goods and gifts opportunity. Established 

examples include:   

¶ SecondLife (SL), a virtual world aimed at people aged 16 and over, developed by Linden Lab, 

where óresidentsô can interact with each other through avatars. Residents can explore, meet 

other residents, socialize, participate in individual and group activities, and create and trade 

virtual property and services with one another. 

¶ Club Penguin is a MMORPG, targeted at children aged 6-14, involving a virtual world 

containing a range of interactive online games and activities. Launched in October 2005, Club 

Penguin has since expanded into a large online community. Basic membership of Club 

Penguin is free, although paid memberships allow players to access a range of additional 

features (such as the ability to purchase virtual clothing, furniture, and in-game pets called 

"puffles", for their penguins.  

Common to these platforms (as well a number of social networks) is the fact that they both operate 

virtual (or in-game) currencies, known as Linden Dollars (L$) and Penguin Coins respectively.  

                                                      

46
  http://blog.facebook.com/blog.php?post=405727117130 

47
  http://www.justgiving.com/ 
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Virtual currencies can be used to purchase virtual goods within a variety of online communities, 

including social networking websites, virtual worlds and online gaming sites and may be a key 

growth driver for the purchase of virtual gifts. While, we believe that virtual currencies will 

account for a significant proportion of virtual goods purchases, other payment mechanisms, 

including credit cards, Paypal and mobile billing may also benefit from a share of this growth 

market.  

Usage of phone-paid virtual goods and gifts 

In this section, we consider those virtual gifts and objects for the social media space, which are 

phone-paid, whether the content be consumed on the PC or a mobile device. Virtual goods 

purchases within the chat/flirt/date environment are discussed in section 4.5.4.  

Our consumer survey shows that 8.5% of the total base of respondents (14 062 respondents) have 

purchased a virtual gift or object related to a social site using a phone-paid mechanism. 

¶ Among these users, service penetration among those aged 18-34 is significantly above 

average: 19.4% of 25-34 year olds and 16.5% of 18-24 year olds claim to have purchased a 

phone-paid virtual gift at least once in the past 6 months 

¶ In contrast, only 1.0% of over 55s in this group have bought a phone-paid virtual gift in the 

last six months (see Figure 4.3748) 

Our survey also revealed men are more likely to purchase a phone-paid virtual gift than their 

female counterpart: 10.3% of survey respondents had purchased a phone-paid virtual gift in the 

past 6 months, versus only 7.0% of female respondents.  

                                                      

48
  Annex D: Service penetration data 
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Figure 4.37: Usage penetration of phone-paid virtual gifts services in the last six months by 

demographic group, 2010 [Source: Analysys Mason] 

29.1% of respondents that have bought phone-paid virtual gifts (1194 respondents), do so óless 

than once every three months; 49.7% claim to do so at least óonce or twice a monthô; 12.1% make 

a phone-paid virtual gift purchase ómore than once a weekô - this rises to 16.2% amongst 25-34 

year olds.  

The average amount spent per transaction by those that have purchased virtual gift through phone-

payment (1194 respondents) was GBP2.41. Among these users, average spend by age group varied 

from GBP1.49 among 16-17 year olds, to GBP2.68 among users aged 55+.  

Looking ahead to the next 12 months at those who have purchased phone-paid virtual gifts (1194 

respondents), 47.2% believe their usage will stay the same; 17.8% see their use increasing in the 

next 12 months and 23.1% foresee a fall in their usage. Amongst respondents who believe their 

usage will decrease in the next 12 months (276): 39.9% attribute this to óhaving less disposable 

incomeô; 31.2% to óchanging interestsô; and 25.7% state óhaving access to much more free 

contentô. 

Service provider strategies 

The market for virtual goods is still evolving and we believe that it has strong growth potential. 

The question for PRS providers is whether they will be able to exploit the nascent opportunity.  

To offset losses in mobile PRS, a number of service providers are looking to apps and app stores 

for future growth opportunity. 
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To a large degree, the proportion of the virtual goods market that PRS providers will be able to 

capture depends on the development of an effective in-billing mechanism that will allow them to 

charge effectively both in social networking environments and within apps, particularly in view of 

increasingly competition from virtual currencies offered within the larger online communities, as 

well as from credit cards and Paypal. 

4.7 Payments 

We define the phone-paid payments category as comprising two types of payment activities: 

¶ Charity donations  made through premium SMS or voice calls: Payment for non-phone based 

content, referring to services that are purchased through a phone-paid mechanism, but 

consumed on a non-mobile platform e.g. Wi-Fi access  

Market sizing 

An increasing number of mobile network operators (MNOs) are waiving fees associated with text 

donations to charity (notably Comic Relief), with a greater proportion of the donation going 

directly to the charity. Revenue generated by these campaigns is, therefore, not included in the size 

of the phone-paid charity market. 

¶ Even though the revenue generated by mobile operators may have decreased since last year, 

public spend may have actually increased. 

The market size for phone-paid payment services in 2010 is GBP 17.8 million excluding VAT, 

down 20.6% from GBP 22.4 million in 2009.  

  

Figure 4.38: UK Phone-paid payment services revenue, 2009 and 2010 [Source: Analysys Mason] 
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Revenue excluding VAT on payment services is split between: 

¶ Charity donations - GBP 4.77 million, down 55.8% from GBP 10.8million in 200949 

¶ Payment of non-phone services - GBP 13.0 million, up 12.1% from GBP 11.6 million last 

year (see Figure 4.39).  

The phone-paid payment services category accounts for 3.3% of total revenue from phone-paid 

services, with charity donations and payment of non-phone based content representing 0.5% and 

2.8% of total phone-paid services revenue respectively, down from 1.3% and 1.4% respectively in 

2009. 

  

Figure 4.39: Revenue excluding VAT on individual payment services as a proportion of total phone-

paid market revenue (GBP million) [Source: Analysys Mason] 

Demand drivers and barriers for phone-paid payment services 

Making small payments through phone-paid mechanisms, notably PSMS, offers a clear advantage, 

to both charities and vendors of non-phone goods or services: 

¶ They offer an extremely convenient payment method, with purchases applied directly to 

oneôs phone bill 

¶ There are relatively high levels of trust amongst consumers 

¶ They allow consumers to donate on impulse at any time.  

                                                      

49
  Since much of the revenue stream has been diverted in the form of ñwaived feesò, it is possible that public spend may have actually 

increased. 

5 13

798

Charity donations

Non-phone content

Other phone-paid market
services



Current and emerging trends in the UK premium-rate services market  |  101 

Ref: 18490-45 . 

In addition, since payments via SMS or premium voice tend to be used to pay small sums of 

money, they may be more attractive for collecting payments in comparison with other methods 

that: 

¶ might require physical infrastructure to be installed 

¶ have high processing fees, such as credit cards. 

4.7.1 Charity donations 

Phone-paid charity donations are primarily made through premium SMS.  

Revenue excluding VAT for PRS providers from phone-paid charity donations has fallen 55.8% to 

GBP 4.77 million in 2010 

In the past 12-18 months, the terms and conditions around SMS charity donations have changed 

significantly.  There were early examples of mobile network operators (MNOs) waiving fees 

associated with text donations, namely Comic Relief. Since August 2010, there has been a step-

change in outpayments to charities by mobile operators, which means that the revenue to PRS 

providers has significantly decreased.  The same operators had previously withheld at least 10% of 

SMS-based donations to cover network and third party costs.  

¶ O2 announced in August 2010 that it would pass on 100% of text donations that its customers 

make to charity using the five digit short code starting with the number ó70ô50. The 

announcement follows an earlier announcement in November 2009 that it would pass on 90p 

for every GBP1 donated to charity, withholding 10p to cover network and third party costs.  

¶ Vodafone UK announced that it was passing on 100% of text donations to charities, having 

announced a move to 90% in February 2010.  

¶ In May 2010, Orange said that it was going to give 90% of text donations to charities. 

In addition, VAT is now waived on gifts made to a dedicated short code, under the framework 

set up by the Mobile Data Association (MDA) in agreement with the major mobile phone 

operators, which came into place in July 2009.  

Market players 

Charities that have had notable campaigns based on SMS donations include: 

¶ Comic Relief, which raised GBP 7.8 million via SMS in 2009 

¶ Sport Relief, which raised GBP 3.4 million in 2010 

¶ Children in Need, which raised GBP 1.8 million in their 2009 campaign.  

                                                      

50
  http://www.fundraising.co.uk/news/2010/07/26/o2-pass-100-text-donations-charities 
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These services were managed by Mobile Interactive Technology (MIT), and Buongiorno. 

Usage of phone-paid charity donations 

On average, 12.5% of all survey respondents (base = 14 062), claim to have made text-based 

charity donations:  

¶ Service penetration was highest among 18-34 year olds, with 24.5% of 18-24 year olds and 

24.2% of 25-34 year olds respectively claiming to have made phone-paid charity donations in 

the past 6 months 

¶ Service penetration was lowest among respondents aged 55+ (4.3%) (see Figure 4.4051) 

 

Figure 4.40: Usage penetration of charity donation services in the last six months by demographic, 

2010 [Source: Analysys Mason] 

Donating to charity by SMS is a popular way of giving: 33.7% of people who actively make 

phone-paid charity donations (1761 respondents) claim to do so at least óonce or twice a monthô. 

Those who do make charity donations by SMS, donate, on average, GBP3.76 per transaction 

¶ Over 55s are the most generous, with an average donation of GBP5.11, versus an average 

donation of only GBP2.77 by 16-17 year olds  
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The majority of respondents (55.7%) that donate to charity via text message, believe that they will 

do so at the same rate in the next 12 months. 14.8% see their text donations increasing and 16.4% 

see them decreasing in the next 12 months. Of those who saw their usage decline, most (54.3%) 

attributed this to having óless disposable incomeô. 

Service provider strategies: mobile apps and social networks offer new routes for phone-paid 

charity donations 

With about 1.5 billion text messages sent in the UK every week, text donations are reportedly one 

of the fastest-growing fund-raising routes. A study by Luth Research for the Mobile Marketing 

Association in April 2010 revealed that SMS charity donations are now the second most common 

way that consumers donate to charities in the US, behind only donations carried out online, and 

figures published in Charity Magazine see SMS charity donations in the UK reaching GBP 100 

million a year by 201352. 

The majority of charities, by their very nature, have relatively scarce resources, so for them it is 

important to collect donations in the most efficient and cost-effective way possible. Donations 

through PSMS are an ideal solution, since it is a service available on even the most basic of mobile 

phones, opening this form of donation to all UK mobile users. In addition, the service does not 

require the donor to input card or account details, making the process fast, simple and convenient 

to carry out from almost anywhere, which allows people to act on impulse. 

In the past 12-18 months, the terms and conditions around SMS charity donations have become 

more favourable from the perspective of the charity as operators shifted their outpayment 

structures to funnel a greater percentage of the value of each individual donation to the designated 

charity ï but PRS providers have suffered a decline in revenue as a result..   

In addition, VAT was waived on gifts made to a dedicated short code, under the framework set 

up by the Mobile Data Association (MDA) in agreement with the major mobile phone operators, 

which came into place in July 2009. As the penetration of higher-end handsets such as 

smartphones rises and consumers become more accustomed to carrying out an increasing number 

of daily tasks on their mobile phones, apps have the potential to open up an innovative, new 

channel for consumers to make donations; taking advantage of their intuitive user interfaces (UI) 

and appeal to younger demographics. 

In December 2010, however, Apple received negative press for reportedly blocking ñone-clickò 

charity donations through the PayPal iPhone app, a feature that streamlines the donation process 

and increasing likelihood of conversion. Apple have yet to comment on this, but their decision has 

the potential to either impede or open up a new market for charity donations, and one that charities 

could benefit from in the same way they have with SMS donations. 
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  http://www.txt4ever.com/news/charity-0406091.php 
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Charities have also identified significant opportunity in virtual gifts and are beginning to formulate 

strategies to capitalise on peopleôs willingness to purchase virtual gifts while on a social 

network. Through the JustGiving gift app53, for example, users can show their support for a 

particular charity by buying a virtual (branded) óbadgeô for a friend (or themselves). The GBP2 

donation (paid  either via credit card or via Paypal) for the virtual item is donated to the charity 

and, at the point of purchase, the user is also offered the option to set up more regular giving to 

this charity. Not only does the virtual gift purchase therefore raise money for the charity, it also 

helps raise its profile. Charities pay £15 per month, plus a fee (5% plus VAT) on each donation, 

including Gift Aid, made through the JustGiving site. 

4.7.2 Payment of non-phone based content and services  

Payment of non-phone based content and services is an innovative segment of the PRS market, 

and has potential for fast growth from its current low revenue base.  Non-phone based content and 

services refers to real world goods or services which consumers pay for it through phone-paid 

mechanisms. Examples include, but are not limited to, paying for Wi-Fi use through premium 

SMS (e.g. The Cloud) and paying for parking via SMS (e.g. Park, Pay and Go, Dash Parking). 

Usage of phone-payments for non-phone products and services 

According to our consumer survey, 10.6% of all respondents (base = 14 062) claim to have 

purchased phone-paid non-phone based content or services at least once in the past six months. 

¶ Highest service penetration is seen in the 25-34 (21.6%) and 18-24 (20.7%) age ranges 

¶ Lowest usage levels are by the over 55s (2.4%) (see Figure 4.4154) 
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  http://www.justgiving.com/ 

54
  Annex D: Service penetration data 
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Figure 4.41: Usage penetration of payment of non-phone based content and services (excluding adult) 

in the last six months by demographic group, 2010 [Source: Analysys Mason] 

The average amount spent per transaction by all users of these services (1488 respondents) was 

GBP2.78. 

Service provider strategies: opening new markets for ad hoc micropayments 

Product or service vendors may be attracted to PRS-based payment mechanisms thanks to the 

convenience they offer not only to the consumer - i.e. users do not have to sign up to an account 

and purchases are itemised directly on to the phone bill - but to the vendors themselves: 

¶ Since payment via SMS or premium voice are generally used to pay small sums of money, 

PRS offer a comparatively cheap method to collect payments in comparison with other 

methods. Alternative payment methods such as credit cards might require physical 

infrastructure to be installed (for example to accommodate credit card payment for pay and 

display parking), or have high processing fees, making them less attractive to providers of 

services which need to reach a broad and unpredictable audience requiring small payment 

services. 

While this market presents growth opportunities for PRS, a number of mobile payment services in 

the UK have opted to bypass a phone-payment mechanism for alternative options: 

¶ City of Westminster council has implemented a óPay by phoneô system to replace parking 

meters, the huge advantage of this is that it removes the need for parking meter infrastructure, 

including physically collecting money and printing parking tickets. It also increases 

convenience to the user who no longer has to keep change on them. However, this system 
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takes payment directly from credit/debit cards, rather than putting the charge onto the userôs 

phone bill. 

¶ Arriva Buses has implemented a mobile ticketing system. The user must download a 

smartphone app and pre-load credit either via credit/debit card or at a PayPoint outlet, before 

activating the ticket on the phone at the time of travel. 

Examples from deployments in other developed markets show that mobile payment may be 

particularly suited for buying cinema/concert tickets, renting DVDs, paying for restaurant bills, or 

making purchases at a vending machine. With sufficient adoption by product and service vendors, 

phone-payment mechanisms have the potential to become a mainstream payment method for óreal 

worldô as well as phone-based products and services. There are an ever growing number of 

payment methods that PRS payment  mechanisms will have to compete with, but since SMS 

capabilities are ubiquitous among mobile phone users, PRS may be able to retain  a first mover 

advantage. 
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5 Payment mechanisms 

5.1 Introduction and key chapter findings 

New service and content consumption behaviours are creating a growing need  for payment 

mechanisms to support small transactions in the digital world.  A fast, safe and transparent 

payment platform, which supports both online and mobile-originated micropayments, could be a 

significant enabler of a variety of small purchases, ranging from music tracks and ringtones, 

through to in-game purchases of clothing or weapons for an avatar within a mobile or online game. 

The opportunity also includes low-value purchases of physical goods, such as tickets for public 

transportation or events.  

Micropayments represent a significant opportunity to monetise digital content and services, and 

phone-based payments should be a key element in enabling such purchases.  However, in the 

current market, there is no clear dominant system of making and processing micropayments.. Even 

within individual platforms (e.g., mobile) there are multiple payment methods, payment 

processors, and payment business models in use.  Because the development of electronic 

micropayments is still at a relatively nascent stage, it is not yet clear who the winners and losers 

will be.  

To satisfy the consumer preference for choice and ensure that customers do not abort the process 

at the point of sale, many service providers already offer consumers a number of payment options 

when purchasing digital goods and services. Consumers may also prefer different payment 

methods on different platforms. A consumer may be happy to make micropayment via PayPal 

online, via Facebook credits when in a Facebook apps (whether online or mobile), via Microsoft 

Points from their Xbox LIVE account when buying a new level of a game, and via billing to the 

mobile number when purchasing a mobile ñflirtò on Flirtomatic.  We believe that there will 

continue to be room for a number of different micropayment methods and players in the market. 

This chapter focuses on the current and emerging payment mechanisms used to purchase digital 

content and media, and examines how PRS payment mechanisms and in particular the PayforIt 

platform fit into the overall market context.  Payment methods we consider include:  

¶ Premium-rate (or phone-paid) payment mechanisms, including premium voice (087 and 

09), premium SMS, red-button, DQ and mobile internet billing, including PayforIt. These 

services are currently governed in the UK by premium-rate service regulator PhonepayPlus.  

¶ Alternative payment mechanisms, including credit/debit card payments, payment checkout 

services and stored value accounts, including online held accounts, prepaid cards and virtual 

currencies. These payment mechanisms are subject to varying degrees of regulation in the UK 

by regulatory bodies including the Financial Services Authority (the FSA). In this section, we 

also consider NFC, which has a positive outlook for 2011.  
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It should be noted that many of the service providers we spoke to as part of this study did not 

actively distinguish between PRS (phone-paid services), and digital content and information 

services monetised through alternative payment mechanisms, but simply considered PRS 

payments as one payment method among many available to consumers looking to purchase 

content and services.    

5.1.1 Key chapter findings 

¶ Premium SMS/MMS continues to be the single biggest revenue category, representing 36.3% 

of the phone-paid market (or GBP 297.4 million excluding VAT) in 2010 

¶ However, PSMS saw the biggest decline of any phone-paid mechanism in absolutely 

terms, with revenue down GBP19.3 million on 2009 data. 

¶ Payforit  also saw a significant increase in usage. Revenues from Payforit totalled GBP 18.3 

million excluding VAT in 2010, up from GBP 13.6 million in 2009 55.  

¶ There has yet to be much visible marketing of the solution by the mobile operators and 

there are now competing services that offer the same functionality 

¶ Credit / debit cards, payment checkout services and stored value accounts are becoming 

increasingly popular as a means of making low-value payments 

¶ There is a positive outlook for near field communications (NFC) in 2011, with a number of 

recent announcements suggesting that the mobile NFC ecosystem is picking up in the UK and 

internationally. 

 

5.2 Premium-rate payment mechanisms 

We estimate that revenue from premium rate services, excluding VAT, totalled GBP 816.2 million 

in 2010. This includes GBP 96.7 million generated through 087 numbers, for comparison purposes 

this leaves a premium rate services market value (excluding 087) of GBP 719.5 million down from 

GBP 724.1 million in 2009 and GBP 826.2 million in 2008. 

Premium SMS/MMS continues to be the most important payment mechanism among the various 

PRS payment categories, representing 36.4% of the phone-paid market (or GBP 297.4 million) in 

2010. However PSMS also saw the biggest decline of any phone-paid mechanism in absolute 

terms, with revenue down GBP19.3 million on 2009.   

Mobile payment platform Payforit , which enables consumers to put a PRS charge directly 

onto their service provider mobile phone bill, saw a significant increase in usage. Revenues 

                                                      

55
  The 2009 ThinkTank report includes all Mobile internet billing revenues (GBP 21.4 million), of which Payforit is a sub-set. For the 

purposes of comparison, in this report we have quoted the 2009 and 2010 revenue figures for Payforit services only.  
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from Payforit increased by 35.1% in 2010 to GBP 18.3 million, up from GBP 13.6 million in 

200956.  

Premium voice (087, 09 and voice short codes) revenues increased significantly in 2010 

compared with 2009 revenues, this is largely due to the rise of PRS voting in TV shows.  

¶ Revenues from 087 numbers increased to GBP 96.7 million in 2010, up from GBP 78.2 

million in 2009; 087 share of the phone-paid market increased to 11.9% in 2010 from 9.7% in 

2009.   

¶ Revenues from 09 numbers increased to GBP 195.3 million in 2010, up from GBP 171 million 

in 2009; 09 share of the phone-paid market increased to 23.9% in 2010 from 21.1% in 2009.    

  

Figure 5.1: Premium-rate market size (revenue, GBP millions) by payment mechanism, 2010 [Source: 

Analysys Mason, PhonepayPlus] 

In the following sections, we consider each payment mechanism individually, including a 

description of the payment mechanism and the services it most commonly supports, as well as 

providing an outlook for the year ahead.  
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  The 2009 ThinkTank report includes all Mobile internet billing revenues (GBP 21.4 million), of which Payforit is a sub-set. For the 

purposes of comparison, in this report we have quoted the 2009 and 2010 revenue figures for Payforit services only.  
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5.2.1 Premium voice (087, 09 and voice short codes) 

Premium rate voice services generate revenue from the overall charge to customers, who pay for 

premium rate calls via their fixed or mobile telephone bills, or in the case of prepaid mobile 

subscribers, via their prepaid credit.  

¶ ó087ô numbers are used by a range of organisations including: transport information or 

reservation offices; tour operator/travel company booking lines; entertainment booking lines; 

sales, or non-technical sales support for telephone companies; technical helplines for telephone 

or internet companies; insurance companies; chat lines, and other services, as well as to access 

international call services.  

¶ ó09ô premium rate numbers are commonly used for competitions, TV voting, horoscopes, adult 

chat lines and professional advice lines. 09 premium rate numbers cannot usually be called 

from mobile phones; they are often barred by the mobile networks by default. Even if this bar 

is lifted, end users may still be restricted in making calls to premium rate numbers above a 

certain tariff. Consumers typically pay between GBP0.25 per minute and GBP1.50 per minute 

to call an 09 number from a landline; calls to 09 numbers from a mobile phone generally cost 

more.  

¶ Voice short codes are a single five-digit short code used to make a voice call to a premium 

rate number. Voice Short Codes can only be dialled from mobile phones, and not from 

landlines.  

Figure 5.2 shows the basic premium rate voice value chain:  

 

Figure 5.2: Basic premium rate voice value chain [Source: Analysys Mason] 

On fixed lines, phone-paid premium voice services are primarily live or recorded voice 

information or content such as help or advice lines, chat lines and adult entertainment.  The cost is 
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Outlook for premium voice 

In the past, 087 numbers have suffered from a lack of transparency around pricing and a lack of 

consumer confidence.  For example, research released by PhonepayPlus in June 2009 revealed that 

44% of 0871 callers had either made a complaint about or had experienced an issue with an 0871 

service in the previous 6 months
57

. Since August 2009, however, 0871, 0872 and 0873 services 

have been regulated by PhonepayPlus. As such, companies using 087 numbers now have to be 

compliant with PhonepayPlusô Code of Practice.  

¶ Revenues from 087 numbers excluding VAT increased to GBP 96.7 million in 2010, up from 

GBP 78.2 million in 2009; 087 share of the phone-paid market increased to 11.9% in 2010 

from 9.7% in 2009.  

¶ Revenues from 09 numbers excluding VAT also increased in 2010 to GBP 195.3 million, up 

from GBP 171 million in 2009; the share of the phone-paid market held by 09 numbers 

increased to 23.9% in 2010 from 21.1% in 2009.   

One of the reasons for this may be the increased premiums being charged by mobile operators, for 

mobile calls to these premium numbers. Another driver may be the increased popularity of TV 

voting by dialling 087 and 09 numbers. A further driver for the increased revenue from 09 

numbers, in particular, may be increased use of video chat services, which has been enabled by 

improved device functionality and connectivity. Video calls to 09 numbers and mobile short codes 

carry a significant premium, with calls to 89xxx video short codes typically costing around GBP2 

per minute. Spend by regular users of adult video chat users may, therefore, be significant.  

5.2.2 Premium SMS (PSMS) 

There are a range of SMS billing options available, the most common being reverse billing 

(premium SMS) and short codes:   

¶ Reverse billing (premium SMS) is a means to charge a mobile phone user for sending a text 

message to enter a competition or receive content. The use of reverse billing can allow content 

and service providers to:  

o Offer automatically renewable subscription services, such as for regular content 

downloads or text messages of sports results or news alerts.  

o Levy a premium charge for a mobile call to a non-premium rate number, either a 

geographic (e.g. 01, 02) or non-geographic (e.g. 0870, 0845) number. The call 

charges are automatically billed by reverse SMS by the IVR system.  

                                                      

57
  http://www.phonepayplus.org.uk/output/news/RESEARCH-REVEALS-NEED-FOR-GREATER-PRICE-TRANSPARENCY-IN-087-

SERVICES.aspx 
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¶ Short codes offer a complete means of mobile interaction through SMS, MMS, video (and 

voice). These five-digit numbers are jointly agreed between operators and allocated via the 

pool of aggregators, and offer the user a transparent and simple way to access a range of 

services, including phone-paid. For PRS providers, these are generally more expensive to set 

up and rent than traditional ó09ô premium rate numbers, but they are often more attractive to 

mobile users, since they are quick to enter and more easily memorised.  

Outlook for premium SMS 

Premium SMS/MMS continues to be the single biggest phone-paid billing mechanism, 

accountable for 36.4% of the phone-paid market (or GBP 297.4 million) revenue in 2010. 

However PSMS also saw the biggest decline of any phone-paid mechanism in absolute terms, with 

revenue down GBP19.3 million on 2009.  

Nevertheless, under the right conditions, we believe that there may be scope for premium SMS to 

grow. There are a number of reasons for this including:  

¶ Convenience. Compared with entering credit card information, for example, completing a 

PSMS transaction requires relatively few keystrokes. Games publisher Jagex, for example, 

launched a recurring SMS subscription for the ófreeô MMORPG RuneScape in October 2010, 

which offers access to premium features. According to the games publisher, ñWhile 

credit/debit card is our recommended, best-value option ï some prefer the convenience of 

paying by mobile phone. As the mobile operators charge a high fee for paying in this way, we 

pass this óconvenience costô onò58 

¶ Premium SMS can be attractive for  providers looking to target the youth demographic, 

pulling in users who donôt have bank accounts or credit cards (óthe unbankedô) but who want 

to complete micropayments on their mobile devices.  

¶ Consumers perceive SMS to be a relatively safe and secure payment mechanism that they are 

comfortable using. The consumer survey conducted as part of this research revealed the 

phone-paid service users feel more comfortable using premium SMS as a payment 

mechanism, than alternative mechanisms, including dialling a premium number, using an 

internet-based mobile billing service e.g. Payforit; paying by credit/debit card or drawing 

down on an online stored value account: 

o 48% of respondents claimed to be comfortable or very comfortable with paying 

via SMS. This compares with only 19% who are comfortable paying for services 

via calls to premium numbers (see Figure 5.3) 
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  http://services.runescape.com/m=news/new-feature-for-sms-payments-in-the-uk 

http://services.runescape.com/m=news/new-feature-for-sms-payments-in-the-uk
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Figure 5.3: Level of comfort with different payment methods on a scale of 1-5 (1=not comfortable, 

5=very comfortable) [Source: Analysys Mason] 

5.2.3 Red-button 

Red button services are aimed primarily at television viewers seeking richer content, e.g., access to 

news stories, weather updates, sports results and entertainment content or the ability to 

interact/participate in television games/shows or broadcast sporting events, by voting or by betting 

via the accessible via the red button on the viewer's digital remote control.   

BBC red-button services, for example, including digital text information service, as well as sport, 

music and entertainment content, are offered free of charge in the UK.  Pay-TV providers Sky and 

Virgin also use red-button to enable a number of paid-for services, including voting, gambling 

and gaming, which are explored in more detail in this section.  

Red-button enabled voting and participation TV 

Voting via red button has declined over the past year, but the market remains reasonably steady 

due to the widespread popularity of reality contests such as X-Factor, Britainôs Got Talent, etc, 

which allow users to vote ïmultiple times if desired ï for their favourite contestants. Voting via 

red-button typically involves a micropayment being added onto the consumerôs broadband / pay-

TV bill; for example a red button vote on Virgin Media for ITVôs Britainôs got Talent will add 

£0.35 to your Virgin Media bill.  
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Red-button enabled remote gambling 

By using the red-button on their pay-TV remote control, users can: 

¶ Use TV-based casino-type gambling services (e.g., digital interactive televised Bingo on the 

Gala TV channel, which is available to Sky subscribers) 

¶ Participate in TV-based sports betting services (e.g., via Sky Bet) 

To enable red-button enabled TV-based betting or gambling services, the user is required to 

register an account (either online or via a connected set-top box),  which is linked to a credit card. 

The ability to use TV-based gambling and betting services are subject to age verification, pre-

registration and credit availability.  

According to the UK Gambling Commissionôs 2008/2009 report, 2.1% of surveyed respondents 

claimed to have tried gambling via the TV during the survey period in 2008-200959. While 

individual payments processed using red button are small, óremote gamblingô across all payment 

platforms combined is very big business. According to a report by the UK Gambling Commission,  

the gross yield from remote gambling -- consisting of: PC/laptop, mobile device, TV -- was 

GBP896 million in the period 2008-200959.  

Red-button enabled gaming 

In a small number of instances, red-button is also used to enable paid-for gaming via a pay-TV 

platform, for paid-for games such as Who Wants to be a Millionaire, available to Virgin 

customers.  

Outlook for red-button services 

Red-button services can be used to deliver free and paid content and information to a wide 

audience. For example, the BBCôs Red Button service is reportedly used by a broad cross-section 

of the population, with an average of 12.7 million users every week60. Red-button also has a role in 

providing interactive services to sections of the audience who don't access the other interactive 

services online. 

However, red-button also faces a number of barriers. Only a small number of significant players 

(including Sky and Virgin) can afford to provide paid-for services via red-button. Some 

broadcasters have even chosen to discontinue using the mechanism, given the limited returns it has 

generated. Red-button also faces competition from other payment mechanisms, including premium 

rate numbers and SMS, as well as alternative payment mechanisms such as credit card, for TV-

based gambling and gaming services. The launch of YouView (formerly Project Canvas) could 

                                                      

59
  Gambling Commission ï Industry Statistics 2008/2009, data courtesy of ICM Research. Study polled 9000 individuals over a year 

leading to March 2009. 

60
  http://www.bbc.co.uk/bbctrust/news/press_releases/november/red_button.shtml 
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have a significant impact on the micropayments market in terms of enabling new business models 

and a diverse range of partnerships. Red button could be a key beneficiary of services.  

The YouView service, a collaboration between the nationôs leading broadcasters including the 

BBC, Channel 4, ITV and Five; and a number of leading Internet service providers, including: BT, 

Talk Talk and Arqiva, is expected to be the next major development in broadcaster-led Internet-

based initiatives in the UK.  

The service will bring together the content offerings of the UKôs leading free-to-air broadcasters, 

providing consumers with a single portal to access a variety of on-demand and catch-up content 

through their televisions, delivered via an operator-neutral IPTV platform. The UKôs ISPs will 

play a key role in helping deliver access via their broadband networks,  

For the consumer, the core YouView service would be available for free, excluding the price of a 

YouView-capable set top box (pricing is estimated at £200 for the unit) and the annual TV license 

fee.  

YouView will provide consumers with immediate access to a wide variety of broadcast content, 

both on a catch-up basis and on-demand 

In terms of its potential impact on the micropayments marketplace, YouView will provide an 

operator-neutral platform for the hosting of a wide-variety of content, both free and paid, allowing 

consumers to pick specific titles óoff the shelfô without committing to a pay-TV contract. At 

present YouView has announced that subscribers will have access to paid-for content, however 

YouView has disassociated itself from the payment processing mechanisms, which it believes are 

best left to the content providers to decide. As such, YouView remains neutral to the charging 

mechanisms used, be they billing through an existing pay-TV subscription or via third-party 

payment providers like PayPal. YouView will likely be a key market for the different 

micropayment service providers, while setting the stage for new, innovative payment services to 

enter the market.  

5.2.4 DQ 

Directories services (discussed in more detail above in section 4.3.2) are accessed via websites, 

phone books and telephone directory enquiries.  

Phone-paid DQ services are accessed through a six digit telephone number starting with 118 and 

have traditionally provided contact information for a person or business. Since the market was 

liberalised in 2003, services have extended beyond this, for example providing answers to 

everyday questions or providing cinema times. Over 80 per cent of the market is held by two main 

players (The Number and BT). UK directories include: 118118.com (and via 118118 voice 

services); BT.com (and via 118500 and also in The Phone Book); Yahoo.co.uk; Scoot.com; 

Multimap.co.uk; Touchlocal.co.uk; 192.com; City-visitor.com; Bing.com (MSN), as well as 

satnav systems such as BMW.  
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Outlook for DQ 

The DQ market remains significant at GBP 206.4 million. It has, however, been hard hit both by 

the recession and by the increasing availability and improved navigation and discovery of free 

content. This has led the market size to decline by 6.3 per cent from 2009,  with indications that 

there is a declining trend. The outlook for DQ is discussed in more detail in section 4.3.2.  

5.2.5 Billing -based mobile payment services 

Payforit 

Payforit is a set of standards implemented by UK network operators to develop a common 

framework for mobile payments and a trusted method of charging consumers for content and 

services through the mobile internet or traditional web. Launched in March 2006, with the first 

services going live in January 2007, Payforit enables content providers to charge up to £10 to 

usersô post-pay or pre-pay account. 

For content and digital service providers, the benefit is allowing purchasers to charge their 

purchases and activities to the mobile phone bill, which is still considered by most consumers to 

be one of the most trusted means of payment. For mobile operators, the benefit is a share of 

transaction revenue.   

Paying via Payforit offers a number of benefits for consumers, including transparent pricing, 

greater clarity around marketing (post-purchase), greater specificity surrounding the exact nature 

of the service (e.g. trial, subscription), and explicit service acceptance by the consumer, offering a 

safe and secure payment mechanism for consumers.  

Payforit has, however, been slow to gain traction. Drop-off has historically been quite high. 

Ironically, increased clarity at the point of purchase may have had the effect of causing consumers 

to think twice about their purchase (consumers could actually see for the first time what they were 

getting).  

Payforit has also suffered from a lack of brand recognition. There has yet to be much visible 

marketing of the solution by the mobile operators and merchants have not had the option of 

branding the service. Payforit has reportedly also been met by limited investment, which has 

hampered its investment.  

Among the stakeholders we interviewed, attitudes to Payforit were divided. Some content 

providers saw Payforit as the gold-standard for micropayment purchases:  

ñPayforit is our preferred payment method, weôve decided to play 100% by the book and 

Payforit covers all the bases. It is not the best money generator, but it provides piece of 

mindò - [Adult content provider] 



Current and emerging trends in the UK premium-rate services market  |  118 

Ref: 18490-45 . 

However, other stakeholders believe that the degree of protection afforded to consumers, while 

beneficial, has been somewhat disproportionate:  

ñWe note a 70% drop-off with Payforit ï the process is over protective, though we do 

understand whyò - [Service provider to the media industry] 

ñTake up of Payforit has been poor compared to what the management team behind it 

suggested. I understand the need to stop the industry being given a bad name, but it was a 

bit over-the-top to introduce a triple opt-in scenario. It puts consumers off. Instead, it 

would be better to get rid of the bad apple, rather than throwing out all the good onesò - 

[PRS provider] 

There is still a concern by content producers that MNOs take too large a cut of the revenue, and it 

appears that this has hampered adoption of Payforit:  

ñWe donôt like Payforit because the margins taken by MNOs is excessiveò - [Service provider 

to the media industry] 

ñYes, there is potential for Payforit as long as the MNOs start behaving like proper 

micropayment providers, rather than taking such a huge cutò - [Gaming / gambling provider] 

ñThere is a material need for a decent system for charging, but no-one wants to use MNOs 

because they are seen as so greedy. The margin the MNOs take for payment mechanisms is 

disproportionate. That is what is holding the market back - it is stifling real innovation.ò - 

[Content provider] 

However, there are signs that this is now changing, and that PayforIt is likely to benefit from more 

favourable revenue share agreements going forward.  There is some evidence that out-payments by 

operators are now improving.  One content provider noted that they were currently receiving out-

payments of approximately 80%, but that they expected a considerable improvement of ñsome ten 

percentage pointsò in the near future, which could bring renewed growth for PRS.  

Payforitôs stuttering start saw it fail to capitalise on a relative lack of market competition, but being 

early to market may not have been an advantage for the platform.  As a point of comparison, 

whilst premium SMS billing was launched back in 1998 it only really took off in 2002 as a 

charging method61. However, todayôs micropayments market is evolving at a much faster pace and 

many more payment aggregators are now offering different, alternative payment solutions.  There 

is still a significant opportunity for Payforit, but a shift in operator attitudes, notably towards 

revenue sharing, may be necessary if Payforit (and other mobile operator billed solutions) are to 

retain a significant share of the micropayments market as it evolves.  

As one stakeholder commented:  

                                                      

61
  http://www.alexkinch.com/features/payforit-today-guillaume-peersman-uk-md-dialogue/ 
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ñThere is still a significant opportunity for micro-payment and mobile bill payment 

systems such as Payforit, but a shift in operator attitudes, notably towards revenue 

sharing, may be necessary if mobile operator billed solutions are to retain a significant 

share of the micropayments market as it evolves.ò - (The Number UK 118 118) 

Alternative mobile payment services 

Competing with Payforit, a number of third-party payment providers -- including Zong, Boku 

(óPaymoô) and Al lopass ï have identified a gap in the market to charge to the mobile phone bill 

transition for goods and services purchased on PC. All three cater for the youth demographic, 

targeting users who donôt have bank accounts or credit cards, or a Paypal, offering what one 

payment technology provider described as a óreinvigoration of PSMSô. Users can pay via their 

mobile device and are then charged on their account through their mobile operator.  

These third-party payment options are usually offered by games companies and social networks 

alongside other payment options. Indeed Allopass markets itself as: ñA great supplement to PayPal 

and Google Checkout for digital content, games & downloads under $10.ò62   

Both Boku and Zong are now trying to get direct connections with MNOs. However, in the UK, 

these providers have reportedly met with resistance by the mobile operators, who would like to see 

them adopt the Payforit payment mechanism. Zong has continued on this trajectory and now has a 

couple of Payforit connections in the UK. Boku, on the other hand, has opted to focus on 

expanding its scale and reach, working with traditional aggregators like mBlox to extend their 

relationships with mobile operators.  

5.3 Alternative payment mechanisms  

In this section, we consider three categories of alternative payment mechanisms which compete 

with phone-based PRS payments:  

¶ Credit / debit cards 

¶ Payment checkout services 

¶ Stored value accounts, including virtual currencies and prepaid cards 

It should be noted that there is overlap between these payment categories. For example, the Paypal 

service allows Paypal customers to pay using a credit or debit card, which has been pre-registered 

with Paypal or using stored value currency stored with Paypal. Paypal also allows users who are 

not registered with Paypal to pay via credit or debit card without registering with Paypal.  

                                                      

62
  http://www.allopass.com/uk/merchants 
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5.3.1 Credit / Debit card 

Credit and debit cards are now widely used to pay for both physical and digital content and goods 

across different service platforms, but particularly the Internet. 

Credit card companies, such as Visa, MasterCard and American Express have been relatively slow 

to exploit the micropayments opportunity.  This is in part because commissions on micropayments 

are small, and merchants are reluctant to encourage their buyers to pay by credit card because of 

the commission (interchange fees), making such transactions relatively unattractive. As an 

example, at present, Visa UK offers a flat-rate £0.12 interchange fee on electronic commerce 

transactions under £2.00. This compares to an 0.87% commission and £0.10 flat-rate otherwise 

chargeable for all other Internet-based transactions offered by Visa63. 

Of the three leading credit card companies, Visa has been the most active to date in developing 

micropayment services. It recently launched a micropayments service in Australia as a test bed, 

with plans to expand globally, although its success is yet to be determined. 

 

 

Visa Payclick 

In June 2010, Visa launched payclick.com.au, a pre-paid, online payment scheme in Australia, as 

a test market. The service targets teenage children who are not yet old enough to own or operate a 

credit card, allowing them to buy music, movies, games, apps online. There are no user transaction 

fees on payclick purchases, and the company says that the service is targeted at so-called micro-

payments under AUD20 (GBP13).  

The company has plans to expand the service globally, but may face strong competition from 

direct competitors such as Bango; from prepaid cards; and from MNO billing schemes (and 

Payforit, in the UK), who target the same demographic. 

 

Outlook for credit/debit card based micropayment purchases 

Looking forward, we believe that credit/debit card companies will play an increased role in the 

monetisation of digital content and services.  

¶ Smartphones make the user experience seem more like that of using a PC, which is an 

environment where users are accustomed to paying via credit card.  

¶ The increased prevalence of one-click payment methods is providing a simplified and more 

seamless user experience.  
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  Visa Europe ï United Kingdom ï Domestic Interchange Reimbursement Fees (17 July 2010).   
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¶ Certain apps or subscriptions  are offered at a £30-£50 price point, such as the annual feed to a 

news service; this is out of scope for current operator-billed payment mechanisms 

¶ iTunes and Google checkout services are based on credit card payment (discussed in Section 

5.3.2) 

5.3.2 Payment checkout services 

Payment checkout services (or payment processing services) are now being offered by a number of 

leading Internet companies with the aim of simplifying online transactions. Many checkout 

services are based on credit or debit card payments, and allow users to store their payment and 

shipping information and, in some cases, to enable one-click purchasing.  

In this section, we look at payment checkout services currently offered by different market players:  

¶ Traditional internet companies, including Google and Amazon 

¶ Payment processors, including Paypal 

¶ Alternative checkout providers, such as start-up Dwolla 

Traditional Internet companies 

As the mobile phone and other connected, portable devices, such as the iPad, have become internet 

tools, so traditional Internet companies, including Google, Amazon and Microsoft, have extended 

their activities into the mobile space.  

Search giant Google is now a significant market player in the micropayments space, both through 

its online payment processing service and in the mobile Internet space through its Android 

platform:  

 

 

 

Google Inc.  

Search giant Google Inc. (Google) launched its proprietary online payment processing service 

Google Checkout in the UK in April 2007. Google Checkout was initially free for merchants until 

February 2008, when it began charging 1.4% + £0.20 for UK merchants. In May 2009, Google 

moved to a tiered cost structure, identical to that of PayPal.  Google has also taken a leading role in 

the mobile Internet through its Android platform, which is rapidly being adopted by both handset 

manufacturers and applications developers eager to move away from Appleôs proprietary platform 

for the iPhone, to a platform which is open and can be used to create apps for a far wider variety of 

devices.  Google operates its own app store, the Android Marketplace . 
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Google made a number of acquisitions in August 2010, which further deepen its involvement in 

content and apps billing. Acquisitions include: mobile payment start-up Zetawire (which 

reportedly also has a patent for mobile banking, advertising, identity management, credit card and 

mobile coupon transaction processing);  social apps start up Slide; and social currency company 

Jambool.  Reports suggest Google may be planning to use Zetawire and NFC (a headline feature 

of Googleôs Android 2.3 óGingerbreadô platform, unveiled in December 2010, discussed in more 

detail in section 5.3.4 of this report) to track clicking on a mobile ad to payment, giving retailers 

greater insight into where and how their customers buy. 

 

Amazon was an early pioneer in the micropayments space, patenting One Click Buy in 1999, 

which helped the shopping portal achieve good conversion rates: 

 

 

Amazon.com  

Online-retailer Amazon.com (Amazon) has also been a leader in e-payment initiatives and 

services, and has now set up its own app store.  Amazon has been a pioneer in offering ñOne-

clickò payment services, which aim to simplify e-payments (and eventually m-payments) for 

consumers by storing credit card and account details centrally and simply enabling the user to 

place an order by clicking once on a payment button after the initial registration.  Unsurprisingly, 

given its extensive network of third-party retailer relationships, payment systems have been an 

important area of focus for Amazon.  The company launched Amazon Payments (wholly owned 

by Amazon.com) in 2006. Its Checkout by Amazon B2B service offers ña complete checkout 

and payments service for e-commerce retailers [é] and  enables customers to complete purchases 

without ever leaving [their] websiteò. Amazon Simple Pay is a payments-only service for digital 

goods, service providers and non-profits. 

 

Payment processors 

Payment processors, including Paypal and Worldpay (sold by RBS to VCs Advent International 

and Bain Capital in December 2010), are also playing an increasingly important role in online 

payments, as a trusted enabler of electronic payments for goods and services ordered online.  This 

is especially true in the case of orders placed with smaller, less well-known retailers who may not 

have the credibility with customers to encourage them to enter personal payment details, and who 

also may not have the time or money to set up their own payment processing.  
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Paypal 

eBay Inc.ôs PayPal (PayPal) is perhaps the best known of the payment processing companies, and 

one of the few that is looking to establish itself as a brand in its own right.  PayPal sits between the 

online and mobile merchants and the bank, supporting an significant number of online stores. 

PayPal has proved popular with merchants for micropayments due to its low-set up costs, and 

popular with consumers as an óeasy to useô service which is trusted and which allows the user to 

pay via PayPal across a wide number of merchant sites.  

PayPal is web-native, but is prioritising a transition to mobile. In October 2010, PayPal unveiled a 

new micropayments service which it is currently promoting heavily in the UK, marketing it to 

consumers on the basis that it makes it easier to pay for digital goods and services from their 

mobile. PayPal also recently announced an integration with social networking giant Facebook, 

which is clearly one of the key platforms it has in mind for use of the micropayments services. 

PayPal said the new micropayments system "lets consumers pay for digital goods and content in as 

little as two clicks, without ever having to leave a publisher's game, news, music, video or media 

site"64. PayPal said its fee structure for micropayments was 5% plus USD0.05 for purchases  

under USD12. 

 

Alternative checkout providers 

In competition with the Paypal are a number of smaller, smart-ups, who are competing primarily 

on price, by cutting out the middle-man. One payment provider, which has attracted significant 

attention in the past few months is US low-cost payment processing service Dwolla, which 

launched services nationally across the US in December 2010, 12 months after its initial launch in 

Iowa.  

Dwolla allows users to send, receive, and request funds from any other user. It charges a flat-fee of 

25 cents per transaction, significantly undercutting the fees charged by large credit card 

companies and payment processors, such as Paypal, particularly on larger transaction values. 

Dwolla may be used for a range of payments, for services e.g. to pay a hairdressers or plumber; to 

gift money e.g. to a friend on their birthday; or for (virtual) content and goods on the Internet.         

There is no credit application process for Dwolla meaning that the service can be used by both 

banked and unbanked customers ï registered users can either deposit funds in their Dwolla 

account or link their Dwolla to a bank account. To send money, the user enters the receiver's user 

name on Facebook or Twitter, their PIN and the amount they wish to send. The recipient then 
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receives a message that the money has been sent. Dwolla also works with Apple's iPhone or iPad 

and Android mobile devices. 

The simple, low-cost payment structure and the ease of transaction are catching on both among 

small businesses and consumers. Through its integration with social networks, Dwolla users can 

now send cash or pay for transactions with the more than 200 million active U.S. Facebook users. 

We believe that there is significant scope for a similar ócash-equivalentô service in the UK, 

although Dwolla or a similar service would likely compete with equivalent operator-billed 

mechanism, such as PSMS.  

Outlook for checkout services 

Payment checkout services (or payment processing services) are now being offered by a number of 

leading internet companies with the aim of simplifying online transactions. Looking forward, we 

believe that checkout services will play a growing role in the monetisation of digital content and 

services.   

¶ Smartphones make the user experience seem more like a PC, which is an environment where 

users are accustomed to paying via a checkout service (linked to a credit card).  

¶ The increased prevalence of one-click payment method is providing a simplified and more 

seamless user experience. Moreover, many checkout services allow consumers to store credit 

or debit card payment, as well as shipping, information 

¶ Apps are being introduced that cost GBP30-50, such as the annual feed to a news service, 

which is out of scope for current operator-billed payment mechanisms 

5.3.3 Stored value accounts 

A stored value account is a (secure) prepaid account ïheld either online on in the form of a prepaid 

card -- that stores the amount of money (or loyalty points) that a consumer has to spend. 

Consumers top-up their virtual accounts using a range of payment mechanisms, credit card, via a 

third-party payment processor e.g. Paypal, Zong, PayMo, SagePay, which may include using 

stored-value from another account, game card or by earning credits through a partner scheme.  

Stored value accounts offer a simple, consistent and secure way for consumer to make purchases. 

For service providers, stored value accounts allow consumers to make low-value purchases 

without a credit card (and therefore reduces the number of small credit card transaction fees which 

the service provider would otherwise pay). 

The mobile phone, and other connected portable devices such as the iPad, have become Internet 

access tools, providing leading Internet players with a platform to extend their activities into the 

mobile space, which is viewed by the market as the key area for growth for micropayments. 

Internet players are well-positioned to take a leading role in enabling digital micropayments, and 

are accustomed to dealing with a variety of platforms, partners, and innovative business models. 
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Apple Inc. 

Apple Inc. (Apple) launched the Apple App Store (App Store), which allows iPhone, iPod Touch 

and iPad users to browse and download applications from the iTunes Store, in July 2008. 

Applications are either paid-for or free of charge; while the vast majority of downloaded 

applications are free, those which are paid-for typically fall into the micropayments (<£10) 

category. Appleôs iTunes store benefits from the requirement that every iPhone and iPad purchase 

includes a valid credit card, which is a huge advantage for mobile monetization. Applications can 

be downloaded directly to the Apple device, or downloaded onto a computer via iTunes.  

Because of the early success of the App Storeôs model in attracting developers, the revenue share 

model used by Apple has become more or less the industry standard, at least for now.  Apple 

allows 70% of revenues from the store to go to the app seller, with Apple taking 30% of revenue. 

As of October 2010, there are at least 300,000 third-party applications officially available on the 

App Store, with over 7 billion total downloads.  Purchases from the App Store can be paid for via 

the userôs iTunes stored-value account, or directly using a credit card.  

Case study: Microsoft Corporation  

Microsoft Corporation (Microsoft): Microsoft is positioned to take a general role in e-payments 

and m-payments through its dominance of  PC/laptop operating systems and software, and its 

increasing strength in the mobile OS market, as well as its strength in-games consoles through the 

Xbox.  In this report we look at Microsoftôs virtual currency initiative, Microsoft Points.  

Microsoft Points are the currency of the Xbox LIVE Marketplace, Games for Windows ï LIVE 

Marketplace, Windows Live Gallery and Zune online stores. Microsoft Points allow users to 

purchase content without a credit card (and reduce the number of small credit card transaction fees 

which Microsoft would otherwise pay). 

 

Virtual currencies are seeing significant traction  

Virtual (or in -game) currencies can be used to purchase virtual goods within a variety of online 

communities, including social networking websites, virtual worlds and online gaming sites. A key 

revenue driver within social media, virtual currencies are typically to a game and are used to 

purchase in-game goods and services, to extend or improve their gameplay or to furnish a virtual 

space.  

The purchase of virtual goods has been common in online gaming environments, particularly in 

Asia, for many years. However, the popularity of virtual goods has increased significantly in the 

last couple of year as a result of the wide reach and popularity of social games within online 

communities, such as Facebook.  
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Facebook Credits 

Facebook, the worldôs leading social network, launched a proprietary virtual currency Facebook 

Credits, in September 2010. 200 Facebook-based apps and games accept the new currency form, 

led by the siteôs most popular game, Farmville. Although currently limited to use on 

Facebook.com itself, the credit system may be extended across Facebook Connect, the system that 

allows users to login to external sites using their Facebook ID. Facebook Credits are also available 

in the form of physical gift cards from UK retailers (starting in mid-November 2010). GAME will 

sell the Facebook Credits gift cards in £5, £10 and £25 denominations while Tesco will offer the 

spending cards in £10 and £20 forms. 

 

Social network Facebook quickly became a leading platform for the growth of companies based on 

the virtual goods model after it launched its developer platform in late May 2007. Examples of 

virtual currency on Facebook games that can be used to buy virtual items include:  

¶ ñChipsò (Texas Holdem Poker by Zynga) 

¶ ñFarm Cashò (FarmVille by Zynga) 

¶ ñKickass Coinsò (Kickmania) 

¶ ñBrownie Pointsò (Sorority Life) 

¶ ñKitty Coinsò (Cute Catz)  

¶ òPuppy Pointsò (Pet Pupz) 

 

For consumers, the ability to draw down on a stored account makes purchases faster and simpler. 

Virtual currencies allow users to purchase content without a credit card, thereby reducing the 

number of credit card interchange fees which the developer would otherwise pay on the low-value 

transactions. The rise of virtual currencies offers opportunities for Payforit and the PRS providers 

who support them to extend into new areas of the market.  

Prepaid cards 

Prepaid cards allow those without credit or debit cards or with low credit worthiness to perform 

various types of electronic transactions including money transfer, gaming, online shopping, 

gambling, and gifting. Prepay cards enable inclusion for the unbanked (e.g. the youth 

demographic), as well as a means of controlling spending.  

Prepay card holders can top them up with cash at 1000ôs of locations across the UK such as 

Payzone, PayPoint, the Post Office, etc using their credit / debit card, mobile phone, salary 

payments or money transfers from a bank account.  
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The UK is a relatively mature market for prepay cards and, accordingly, we do not see it 

representing new challenges for phone-billed payments. However, the rise of social games, 

targeted at the unbanked youth demographic may see an increase in the usage of prepaid cards at 

the expense of traditional PRS payment mechanisms. 

5.3.4 Contactless technologies (NFC) 

Contactless technologies can expand mobile device functionality to include a variety of 

applications, including financial transactions, ticketing, physical access and identity management. 

These could offer stakeholders in the payments value chain, including MNOs, financial institutions 

and card associations, merchants, mobile handset manufacturers and NFC chip manufacturers, new 

and potentially significant revenue streams, as well as a means of deepening their customer 

relationships.  

NFC initiatives in Japan, South Korea and several other key markets have demonstrated the 

potential of such applications. However, in many other markets, navigating the complex business 

relationships that underlie these transactions at the same time as dealing with technology issues 

has proved challenging. 

A key factor for the success of NFC will be end usersô familiarity with and trust in contactless 

technologies Έ Contactless cards were used for many years in Japan before the 

technology was embedded in mobile devices. As a result, customer confidence in 

mobile NFC was high.  

In the UK, the contactless ecosystem is picking up pace:  

¶ Card issuer Visa Europe predicts that there will be 20 million Visa-branded contactless EMV 

cards on issue and 60,000 contactless point-of-sale terminals by the end of 2011 in the UK, up 

from 42,500 contactless POS terminals as of November 2010, according to Barclays the main 

issuer and acquirer of contactless in the UK. The projection includes up to: 8000 readers to be 

installed on London buses; 2600  terminals in convenience store chain Spar and 3000 POS in 

the UKôs fifth largest supermarket chain and third largest retail pharmacy, the Co-operative 

Food and the Co-operative Pharmacy (not all in 2011).  

¶ Barclays and Barclaycard will account for the large majority of the predicted 20 million 

Visa-branded contactless EMV cards on issue in 2011; the bank predicts it will have rolled out 

12 million by the end of 2010. In addition, MBNA Europe , part of Bank of America, also 

plans to contactless functionality on 5 million UK credit cards by the end of 2011. There will 

be additional MasterCard PayPass contactless cards issued in 2011, including some of the 

MBNA and Barclaycard cards, along with Virgin Money  cards.  

At present, however, the volume of contactless transactions in the UK remain relatively low, 

despite an announcement by Barclays in November 2010 that contactless transactions for its debit 

and Barclaycard credit cards had topped 1 million. 
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While contactless smart cards can act as a precursor for mobile NFC services, because of the 

complexities around the business model, it they may be difficult to displace if they gain sufficient 

market penetration. It is, therefore, pleasing that there have been a number of 

recent announcements that suggest that the mobile NFC ecosystem is also picking up pace both in 

the UK and internationally:  

¶ Google unveiled the Android 2.3 óGingerbreadô platform in December 2010, which features 

support for NFC technology. The new Nexus S smartphone from Samsung (running Android 

2.3) also comes with NFC hardware in place. Reports suggest Google may be planning to use 

Zetawire and NFC to track clicking on a mobile ad to payment, giving retailers greater insight 

into where and how their customers buy.  

¶ France Telecom-Orange Group announced plans in December 2010 to roll out SIM cards 

supporting NFC services, such as ticketing, payment and other applications, to most of its 

European operators by the second half of 2011. Orange has stated its intention that more than 

half of the new smartphones models it buys will support NFC. 
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