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Foreword  
This is Ofcom’s second report on the international communications market. The increasing 
impact of global issues on the UK commercial and regulatory communications agenda 
means that it is important to understand how communications markets in the UK compare 
with those in other countries. This report does not seek to draw policy conclusions, but rather 
to serve as an evidence base from which to evaluate developments in the sector.  

The communications sector now forms an important part of most economies in the 
developed world. In 2006, the global communications market generated estimated revenues 
of around £870bn. International organisations are having an increasing influence in 
regulating communications markets. In Europe, a new regulatory framework recognises the 
growing significance of cross-border communications issues in areas such as mobile 
telecoms and spectrum. 

This report considers levels of availability and adoption of communications services and how 
they are used by consumers in seven major countries (the UK, France, Germany, Italy, the 
US, Canada and Japan). Where data are available, we have also included Poland, Spain, 
the Netherlands, Sweden and Ireland in our analysis. Last year’s report showed the 
increasing significance of China in the global communications market. This year, we have 
expanded our research to include three other huge and fast-developing countries: Brazil, 
Russia and India. 

We have increased our focus on convergence in international communications markets, both 
from the perspective of suppliers and consumers. Our research shows that consumers are 
experiencing and using communications services in new and different ways. We have also 
conducted an international price benchmarking exercise - a notoriously difficult exercise - 
using a methodology which has developed since our report last year. This aims to capture a 
range of different consumption patterns, the impact of bundles of communications services 
and the cost of equipment ownership. 

We are publishing this report as part of our stated aim to research markets constantly to 
inform our policy thinking and to fulfil the commitment we made in our 2007/08 Annual Plan. 
It complements other research published by Ofcom during 2007, and forms part of the 
Communications Market series - which includes The UK Communications Market (published 
in August 2007), The Communications Market: Nations and Regions (May 2007), and our 
regular digital progress reports.  

We hope that this document will help to provide a wider context for the UK communications 
sector and prove a valuable resource for stakeholders, as well as for our own policy making.  

Ed Richards 
Chief Executive     
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Key Points: Convergence 
• The US leads the world in the sale of audio-visual content, which is reflected in the 

revenues generated by its online TV and video industry. These stood at £1 per capita in 
2006, two and a half times as high as the next biggest market, the UK. 

• The internet is taking an increasing share of advertising spend across the key 
comparator countries in this report. The online share is largest in the UK, at 14.4%. 

• Multi-service communications offerings, which include a combination of television, 
internet, fixed voice and mobile, are now available in many countries. ‘Quad-play’ 
bundles, involving all four services, are generally offered by the incumbent telco, but also 
in some cases by the cable operators.  

• User-generated content (UGC) is proliferating, although professional producers appear 
to provide the most popular content on websites hosting UGC. As of the beginning of 
November 2007 the three most viewed channels ever on YouTube.com were all 
contributed by professional American TV and music producers. 

• France is the clear market leader in IPTV with 1.5m subscribers at the end of 2006. IPTV 
has been a key driver of triple-play offers in France, which have also promoted VoIP 
take-up to the highest levels in Europe. 

• Device convergence in the mobile handset is becoming widespread. For example, 
between 37% and 82% of internet users across the key comparator countries surveyed 
in this report use their mobile phone to take photos.  

• Over 75% of mobile phone users in the UK, France, Germany and Italy send SMS text 
messages. This compares with only 17% of mobile users in Japan, who prefer to send 
email from their mobile phone instead. 

• The internet user base in more mature markets tends to include a greater share of 
younger and older users. The US is the key example of this, where 9% of internet users 
are over 65 and 20% are 17 or under. The US is the only market among our comparator 
countries where more women than men use the internet. 

• A greater proportion of UK internet users (39%) visit social networking sites than in any 
other key European country surveyed. They also visit these sites more frequently and 
spend more time on them. 

• Search and navigation, and portals, comprise the most-visited types of website in most 
countries. Google’s lead is greater in Europe than in the US and Japan, where other 
search engines provide more competition. 
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Key points: Television 
• Global television industry revenues exceeded £165bn in 2006, up 7.2% on 2005. US 

advertiser and subscriber revenues coupled with public funding were the highest at 
£70.1bn, followed by Japan (£18.5bn) and the UK (£10.0bn).  

• Revenue from subscription services accounts for an increasing proportion of the total. 
Subscription income has grown by three percentage points since 2002, to account for 
40% (£66.1bn) of all revenue in 2006. 

• Apart from the BRIC countries, Ireland, Spain and Italy have experienced the fastest 
growing television revenues over the last five years, up by an average of 11.2%, 9.9% 
and 9.8% per annum. respectively to £516m, £1.9bn and £6.0bn. 

• On a per-capita basis, the US generated the most revenue in 2006, at £236, followed by 
the UK (£166) and Japan (£146). Since 2005, the US industry also achieved the largest 
gains per head of population, up by £15.39, followed by Spain (£11.56) and Ireland 
(£8.54). 

• By 2006 high-definition (HD)-ready sets were available in a quarter of US homes and 
one-fifth of Japanese homes. A smaller proportion of these homes also had the 
necessary set-top box with which to view HD content – 9.9% and 6.4% respectively. 

• Half of all programmes broadcast by Public Service Broadcasters in Europe in 2006 
were first-run originations (50%) with a further 18% of first-run acquisitions and 32% of 
repeats. The proportion of original productions has fallen modestly since 2001 – by three 
percentage points, on average.  

• Analogue terrestrial television has now been switched off in the Netherlands, Sweden, 
parts of Germany, parts of Sardinia and in Whitehaven in the UK. Digital Terrestrial 
Television (DTT) take-up in countries approaching switchover (for example, France and 
Italy) is beginning to accelerate.  

• Viewers in Japan and the US watched more television than Europeans, averaging 4.5 
hours a day, compared with the heaviest consumers in Europe - in Italy and Poland - 
who watched for 4 hours a day in 2006. The lightest viewers were in Sweden, at just 
over 2.5 hours a day. 

• Multichannel viewing in the UK increased from 20% in 2001 to 33% in 2006, rising faster 
than its European neighbours. Multichannel share in Germany stood at 30% in 2006, 
while in France, Italy and Spain it ranged from 10% to 14%. 



The International Communications Market 2007 

4 

Key points: Radio 
• Global radio revenue totalled £25bn in 2006, up by £1bn or 4% on 2005. Revenues have 

grown at an average rate of 4% over the past five years. Over three-quarters of this 
(£20bn) was accounted for by commercial revenue – advertising or subscriptions. The 
remainder was derived from public funding sources; through a licence fee or government 
grants.  

• The US is still by far the largest market for radio, with annual revenues of almost £12bn 
in 2006 (47% of the global total), equivalent to revenues of £39 per head of population. 
The seven radio markets analysed in this report together account for around 80% of 
world revenues. The German radio market is the second largest, with revenue of £2.3bn, 
(equivalent to £27 per head), followed by Japan with £1.9bn, (£14 per head), and the UK 
with £1.2bn, (£21 per head). 

• The proportion of total advertising expenditure which is allocated to radio varies 
substantially by country. In 2006 Canada and the US attracted 12.4% and 11.0% 
respectively of all display advertising expenditure. This is partly due to the strength of 
media markets in North America generally, but also the popularity of radio and the high 
number of radio stations. By comparison, UK radio advertising takes a 3.4% share, 
similar to Japan, which had a 4.0% share of listening.  

• Radio markets which have a higher level of public funding generally have a lower share 
of the advertising market. For example, in Germany, 80% of radio funding came from 
public sources while the radio sector had a 4% share of all advertising. In the US, public 
funding amounted to less than 1% of the total for radio, while the radio market had an 
11% share of all advertising revenues. 

• Average weekly radio listening in 2006 was slightly higher in the UK at 21.2 hours per 
head, followed by France at 20.7 hours, Germany 20.0 hours, the US 19.5, Canada 18.6, 
Italy 14.6, and Japan 14.2. 

• Digital radio services have already launched in some form in all of the countries in this 
report, with DAB services in the UK and Germany available to 80% of the population. 
Hybrid Digital (HD) radio and satellite radio are becoming increasingly popular in the US 
and Canada, with both coverage and take-up rising. The UK still leads in the take-up of 
digital radio devices, with around one in five households owning a DAB digital radio set. 

• The increasing popularity of broadband has driven the growth of internet-based radio 
listening; in the seven nations surveyed, an average of a third of the total population 
claimed to listen to radio online. 
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Key points: Telecoms 
• Telecoms service revenues increased by 20% from £288 bn in 2001 to £345 bn in 2006 

across the 12 comparator countries (20%). Mobile is driving most of the growth, and now 
accounts for over 50% of total telecoms revenues in all countries except Sweden and 
Canada. However, as mobile markets are becoming saturated, growth rates have slowed 
in Europe and Japan. 

• Broadband is the fastest growing sector, accounting for 9% of total telecoms revenue 
across our 12 comparator countries in 2006 (up from less than 2% in 2001). 

• Other than the US (which is characterised by regional operators), in terms of market 
share of the leading operators the UK has the most diversified mobile and broadband 
markets of the countries analysed. It also has the second most diversified fixed-line 
market (after Germany) as measured by the market share of the incumbent.  

• The decline of fixed-line voice is a characteristic of all the countries covered within the 
report. However, there is large variation in measures of fixed to mobile substitution. 
Approximately 38% of Italian households are mobile only, compared to just 10% in 
Germany. In terms of call volumes, 49% are made over mobile networks in Spain 
compared to under 20% in Germany. 

• Total broadband connections across our 12 comparator countries increased by 600% 
between 2001 and 2006. This growth has been driven primarily by DSL broadband which 
increased its share of connections in every country and is now the largest broadband 
platform in all countries analysed except the US. 

• Consumer research commissioned for this report found there to be a large variation 
between the perception of headline broadband speeds and actual speeds experienced 
across seven key comparator nations. Japan had the highest proportion of consumers 
who believed they had high-speed connections, while the US and Canada had the 
highest proportion who thought they had low-speed connections.  

• Perhaps because of the uneven distribution of high-speed fibre networks, a lower 
proportion of Japanese consumers (39%) were satisfied with the speed of their 
broadband connection than in any other country surveyed. The highest levels of 
satisfaction with broadband speed were in the US (85%), despite the high proportion of 
low-speed lines. 

• Levels of next-generation access deployments vary significantly according to different 
market conditions. Japan is the clear leader among the countries analysed with around 
30% of broadband connections being delivered via fibre-to-the-home.  

• Mobile networks capable of delivering high-speed data services are beginning to take off. 
The number of 3G connections more than doubled in most of our comparator countries 
between 2005 and 2006, and HSDPA services have also launched in most countries. 
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1.1 Introduction 
1.1.1 The scope and structure of this report  

This is Ofcom’s second annual International Communications Market Report, and is 
designed to provide a robust and statistically-driven international comparative context for the 
UK communications sector. 

The document seeks to provide an overview of the communications sector in a range of 
countries. The main body of the document draws comparisons between the UK and six key 
countries – France, Germany, Italy, the US, Canada and Japan. Where data are available, 
and where we feel it adds significantly to the analysis, we also look at five other nations – 
Poland, Spain, the Netherlands, Sweden and the Republic of Ireland.1 (To assist the reader, 
we keep all 12 countries in this order in bar charts throughout the document). 

Last year’s document also included China as a key comparator country. This year we have 
omitted it from direct comparisons, but have added a new section covering communications 
markets in Brazil, Russia, India and China (the so-called ‘BRIC’ economies). Because of 
their different stages of development, we provide fewer comparisons with the full set of 
comparator countries. They do, however, provide useful insight into trends in the global 
communications market; not only because of the scale and speed of their growth, but also 
because their relative lack of legacy infrastructure provides an interesting, and different, 
pattern of development. 

The structure of this document is as follows: 

• This introductory Overview has four main sub-sections. We begin by providing an 
overview of the key indicators in international communications markets to put the UK in 
context. We then identify some of the key issues currently dominating the regulatory 
landscape. The next section compares the pricing of baskets of communications 
services for a range of household-types in the UK, France, Germany, Italy and the US. 
The overview concludes with a summary of the rapidly developing communications 
sector in Brazil, Russia, India and China. 

• A section on Converging Communications Markets and the Internet then builds on 
the approach to reporting market developments which was developed for the 2007 UK 
Communications Market Report. In reviewing converged industries we use international 
comparisons to examine how content is developed which can be delivered over a variety 
of platforms and networks and how these services are consumed using a range of 
devices capable of receiving multiple content types. We then compare how use of the 
internet and the use of non-voice services on mobile phones differs by country. 

• The section on Television examines five key market developments across our 
comparator countries: (i) the growth of high-definition television; (ii) the switchover from 
analogue to digital; (iii) the growth of international news channels; (iv) the gathering pace 
of mergers and acquisitions; and (v) the role of sports rights in driving pay-TV take-up. 
We then provide a comparative analysis of the television sectors in our comparator 
countries, first from an industry point of view and then from a consumer perspective. 

• The key market developments identified in the Radio section of the report are the roll-out 
of digital radio and growth in the number of consumers accessing radio through different 

                                                 
1 Please note that for reasons of brevity, throughout the document we refer to ‘Ireland’. In all instances 
this refers to the Republic of Ireland. 
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digital platforms. We then provide a statistically-driven overview of the sector in our 
comparator countries from an industry and from a consumer perspective. 

• The Telecoms section picks up three key themes which we believe provide insight both 
into overall trends and into the different characteristics of the national markets; (i) the rise 
of mobile and the substitution of mobile for fixed voice services; (ii) variations in 
broadband markets, and in particular the speeds of access networks; and (iii) the growth 
of non-SMS mobile data services and the emergence of ‘mobile broadband’. As with 
television and radio, we then provide a statistically-driven overview of the telecoms 
sector from an industry and a consumer perspective. 

• At the back of the report, Country Profiles provide a quick reference point for the key 
market data, regulatory structures and recent market developments in our key 
comparator countries. Appendices are provided to detail the methodologies behind our 
price benchmarking analysis and consumer survey, along with sources for basic data. A 
Glossary defines industry terms and abbreviations used throughout the document. 

Data in this report cover the 2006 calendar year, with additional figures from 2007 where 
available. We show trends using a five-year historical time line series where possible and 
where relevant.  

All currency conversions have been made at the average market exchange rate during 2006 
as provided by the IMF. We have opted to convert data from each year at this fixed 
exchange rate, as we believe that this is the best way to ensure that trends are not obscured 
by currency fluctuations. The one exception to this methodology of currency conversion is in 
Section 1.4, where we have used a purchasing power parity (PPP)-adjusted exchange rate 
to compare international pricing (based on IMF average exchange rates in August 2007 and 
OECD comparative price levels in August 2007). All figures are nominal unless otherwise 
stated. 

The document was written using a mixture of desk research and talks with industry bodies, 
operators, regulators and commentators. The data were gathered with the support of the 
consultancy firm IDATE, which has attempted to verify sources and provide market 
estimates where data are incomplete. The Canadian regulator, the CRTC, provided 
additional data for the Canadian market. In addition, we commissioned Synovate to conduct 
original consumer research into broadband speeds and the use of mobile phone functions. 

We would like to thank the following organisations which have granted us permission to use 
and interpret their data: Analysys, Euromonitor, The European Audiovisual Observatory, The 
European Broadcasting Union, individual members of the EBU Information and Statistics 
Network, The European Information Technology Observatory, Informa, The International 
Federation of Phonographic Industry, M:Metrics, The Motion Picture Association, Nielsen 
Online, OECD, PriceWaterhouseCoopers, Screen Digest and The World Advertising 
Research Centre. 

We endeavour to ensure that data in this report are comprehensive and the most accurate 
currently available. However, with a document so wide in scope, and with reliance on third 
parties for some data, there will always be omissions and occasional inaccuracies. 
Comments and responses to this report are welcomed at: 
market.intelligence@ofcom.org.uk. 

The information set out in this report does not represent any proposal or conclusion by 
Ofcom in respect of the current or future definition of markets and/or the assessment of 
licence applications or significant market power or dominant position for the purposes of the 
Communications Act 2003, the Competition Act 1998 or other relevant legislation.  
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1.2 The UK in context 
1.2.1 Introduction 

In the main body of this document we provide an in-depth analysis of the communications 
market, on an industry-by-industry basis. This section presents a high-level overview of how 
the UK’s communications sector compares with those of our key comparator nations. 

Figure 1.1 Key communications market indicators, 2006 
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Source: IDATE / industry data / national regulators / operator data / Informa 
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1.2.2 Communications sector revenues 

Telecoms revenue more than twice those of broadcasting 

Global communications revenue amounted to £873bn in 2006, with around 78% of this 
coming from telecoms (Figure 1.2). 

Figure 1.2 Global communications sector revenues, 2001-2006 
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Source: IDATE DigiWorld and Ofcom calculations based on data drawn from PWC Global Entertainment and 
Media Outlook.  
 
Telecoms also contributed the largest share of communications revenues in our seven key 
comparator countries in 2006, and accounted for 68% of total revenues across the seven 
countries (Figure 1.3). Within the UK, telecoms contributed 70% of total sector revenues. 

The UK’s communications sector as a whole was the second largest in Europe, behind 
Germany (£41.8bn) and ahead of France (£30.2bn). However, the television industry in the 
UK is the largest in Europe, 10% bigger than Germany’s in 2006. 
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Figure 1.3 Communications sector revenues in key comparator countries, 2006 
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Source: IDATE / PWC Global Entertainment and Media Outlook 2007-2011 / Ofcom / National regulators 
 
The UK has 20% higher revenue per head than Germany, France and Italy 

With a population of around 300 million, the US represents by far the largest market of all 
our key comparator countries. However, its communications sector also generates the 
highest revenue per head in total (Figure 1.4), with the highest revenue per capita in 
television and radio, and the second highest (behind Canada) in radio.  

With £609 per head, the UK generates 20% more revenue than any of the three other 
European countries analysed. Driven by a combination of higher advertising revenues, an 
annual licence fee bigger than in any other country except Germany and a mature pay-TV 
market, television revenues are over 50% higher per head than in France, Germany and 
Italy.  

Figure 1.4 Communications revenue per capita in key comparator countries, 2006 
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Telecoms is the fastest growing part of the UK communications sector 

Perhaps because of its relative maturity, UK television revenues have grown more slowly in 
the five years to 2006 than in the other comparator countries, with the exception of Germany 
(Figure 1.5). Driven primarily by the growth of mobile telephony, but also by the take-up of 
broadband services, UK telecoms revenue has performed better and grown at an average 
rate of 5% a year during this period. 

Overall, there are significant variations in the growth rates across the sectors and between 
countries; Italy and the US experienced the biggest growth in TV revenue, Italy and France 
had the biggest growth in telecoms revenue and the UK and Canada had the fastest growing 
radio industries. 

Figure 1.5 Annual growth across communications industries, 2001-2006 
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1.2.3 Take-up of communications services 

UK leads in digital TV take-up 

By the end of 2006, 76% of UK TV households received digital TV services. This is 
significantly higher than in any of the comparator countries and more than double the 
proportion of homes in Germany (Figure 1.6). The UK also has a comparatively high number 
of broadband connections per head, more than in every other country except Canada. 

The number of mobile connections in the UK, Italy and Germany exceeds the population, as 
consumers use multiple SIM cards to swap between operators to secure the lowest prices, 
or have separate subscriptions for business and personal use. Lower mobile penetration in 
France, the US, Canada and Japan is partly caused by the much smaller proportion of pre-
pay connections: customers with a monthly commitment on a contract plan are less likely to 
have multiple subscriptions. Japan has the longest established 3G market, and more than 
half of mobile customers have a 3G connection. Italy and the UK have the largest take-up of 
3G among the other comparator countries, in part because of the market share of 3G-only 
operator Hutchison 3G (‘3’) in both countries. 
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Figure 1.6 Take-up of communications services, 2006 
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Big growth in mobile, broadband and digital TV, as fixed lines decline  

The number of fixed lines declined in all our comparator countries, except Germany, 
between 2001 and 2006 (Figure 1.7), as some consumers opted to have only a mobile 
connection. The fall was greatest in the US, perhaps because the widespread availability of 
cable means that many consumers do not need a fixed voice line in order to get broadband 
services, unlike those in countries where DSL is the main broadband platform. 

Digital TV, mobile and broadband penetration all went up by at least 20 percentage points in 
every country between 2001 and 2006, illustrating the sweeping changes occurring in the 
communications sector. The UK had the second largest growth in mobile connections 
among the seven countries (after Italy), the third biggest growth in broadband connections 
(after Canada and Japan) and the second biggest growth in digital TV households (after 
Japan). 
 
Figure 1.7 Change in take-up of communications services, 2001-2006  
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1.2.4 Advertising revenue 

UK has highest revenue per head from internet advertising 

More revenue per head is generated from internet advertising in the UK than in any other 
country, and it now accounts for 14% of the UK’s total advertising revenue, more than 
outdoor, cinema and radio combined. In absolute terms, over twice as much revenue was 
generated in 2006 from internet advertising in the UK as in Germany, Italy and France 
combined (Figure 1.8). 

Figure 1.8 Advertising revenue per head, 2006 
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1.3 The regulatory landscape 

1.3.1 What is regulation? 

Regulation is the process by which governments seek to influence markets in order to 
achieve social and economic objectives. Within the communications sector, regulatory 
intervention can be direct (for example, controlling prices) or indirect (establishing conditions 
under which the market can operate).  

Economic regulation in the communications sector can be split into two broad categories, 
which are closely related. The first, ‘ex ante’ sectoral regulation, is mainly concerned with 
promoting effective competition and addressing market failures.  

The second type of intervention is through the application of general competition law which 
primarily works ‘ex post’, and addresses specific instances of anti-competitive behaviour and 
abuses of market power.  

This section is primarily concerned with examining the key issues relating to ex ante 
economic regulation. This is for several reasons: 

• firstly, in this area the relationships between regulatory interventions and consumer 
benefits are more contentious; 

• secondly, there are significant differences, both between sectors and between countries, 
in the ways in which regulation is applied;  

• thirdly, the impact of technological advancement and in particular the convergence of 
communications markets, is having a major impact on assessments of where and when 
regulatory intervention is necessary; and 

• finally, issues requiring ex-post regulation tend to be universal (for example, the 
protection of customers from scams and unfair practices) meaning that international 
comparisons are less revealing. 

This section provides an overview of the regulatory authorities in the comparator countries 
included in this report. It then discusses the impact that convergence of communications 
services is having on the regulatory landscape, before highlighting the key regulatory issues 
and the different approaches taken by national and international regulators across our 
comparator countries.  

1.3.2 Regulatory authorities in the communications sector 

National regulatory authorities (NRAs) generally have much of the responsibility for defining 
regulatory policy and monitoring the communications sector within individual countries. In 
Europe and North America, as well as in many other regions of the world, NRAs have 
typically been founded by government statute, are independent of industry, are accountable 
to the government of the day (and some are fully independent of government), and many are 
funded by a levy on operators and broadcasters. Figure 1.9 lists the communications sector 
NRAs for the countries included in this report. 
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Figure 1.9 Communications sector National Regulatory Authorities 
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1 Ofcom inherited the duties that had previously been the responsibility of five regulatory bodies: the 
Broadcasting Standards Commission, the Independent Television Commission, the Office of 
Telecommunications (Oftel), the Radio Authority and the Radiocommunications Agency 
2 ARCEP’s predecessor was ART, which was established in 1997 
3 BNetzA’s predecessor was RegTP, which was established in 1998. Broadcasting is regulated at the state 
(Länder) level in Germany. 
4 Aspects of regulation including some spectrum allocation and the licensing of cable services is devolved to 
state level 
5 The BCI was established as the Independent Radio and Television Commission and changed its titled to the 
BCI in 2001 
6 Broadcasting in Spain is currently regulated by the Ministry of Industry, Tourism and Commerce 
7 The UKE replaced the Office of Telecommunications and Post Regulation, which was established in 2002 
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In some countries there are also tiers of regulation below the national level. For example, in 
Spain, the Consell de l’Audiovisual de Catalunya has responsibility for much content 
regulation in Catalonia, while in the US the licensing of cable services is devolved to local 
authorities. In Germany, the individual Länder (federal states) have jurisdiction over radio 
and television broadcasting. As a result there is no centralized regulatory authority for 
broadcasting. Instead, there are 14 State Media Authorities, the so-called 
Landesmedienanstalten, which deal with regulatory issues at state level. 

In addition to national and regional regulators, a number of international institutions are 
active in the regulatory landscape. It is likely that their influence will continue to increase in 
the coming years as globalisation of the communication sectors continues and international 
standardisation increases in areas such as software protocols, spectrum use, international 
mobile roaming, intellectual property and content standards. 

International organisations exercising particular influence on the regulatory landscape across 
the comparator nations covered in this report include the following: 

• The European Commission has some regulatory authority across the 27 European Union 
member states. In August 2007, the implementation of price capping for international 
mobile roaming was probably its most significant intervention to date in the European 
telecoms market, while it is also active in defining minimum harmonised content 
standards in the broadcasting sector. A revised telecommunications European 
Framework was published in November 2007, setting out revised regulatory principles 
and redefining the Commission’s remit in the regulation of communications services vis-
à-vis those of the national regulatory authorities. EU telecommunications regulation 
extends to Norway, Iceland and Liechtenstein under agreement with the European 
Economic Area’s EFTA Surveillance Authority. 

• The International Telecommunication Union (ITU), a specialised agency of the United 
Nations, is active in ensuring standardisation of technologies across countries, allocating 
radio spectrum and facilitating interconnection arrangements for international phone 
calls. 

• The World Trade Organisation (WTO) implemented a Telecommunications Service 
Agreement in 1997 which dismantled tariffs on telecoms services, thereby opening up 
markets to international investment, but also included the principle of universal service 
obligations, to protect consumers within national markets. 

• The Organisation for Economic Co-operation and Development (OECD) gathers data 
about the communications sector and provides a setting where governments compare 
policy experiences, seek answers to common problems, identify good practice and 
coordinate domestic and international policies. It has 30 members but also shares 
expertise and exchanges views with more than 100 other countries. 

1.3.3 Regulators and convergence 

The convergence of communications services is at the heart of many of the key issues 
facing regulators around the world. Spectrum management, infrastructure competition and 
content regulation all require a joined-up approach by regulators across the communications 
sector. Television, radio and telecommunications services can be delivered via the same IP 
networks and use the same radio spectrum. From a consumer perspective, the emergence 
of triple-play and quadruple-play services means that customers frequently have one billing 
relationship with a supplier of broadcasting and telecommunications services. 
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The convergence of communications markets has been accompanied by a convergence of 
regulatory approaches, and sometimes of regulators themselves. In the past, the regulation 
of telecoms and broadcasting tended to be distinct, with broadcasting regulation 
concentrating on content standards and telecoms regulation on access issues. In today’s 
communications landscape, content and access are inseparable and regulation increasingly 
reflects this. As Figure 1.9 indicates, ‘converged’ regulators covering both broadcasting and 
telecoms exist in many of our comparator countries. In cases where there are still separate 
regulators for broadcast and telecommunications (e.g. France, Ireland, Poland, Sweden and 
the Netherlands) an increased cooperation between the authorities is taking place. 

Many of today’s regulatory debates have roots in the individual contexts of telecoms and 
broadcasting regulation. At risk of over-simplifying, it can be argued, for example, that a 
market-based view in which the role of the regulator is confined to ensuring public good 
through the efficient workings of a competitive market has been typically associated with the 
access-based telecoms regulatory model, while a more interventionist public service-
oriented approach is characteristic of the broadcasting model, in which regulators were 
required to define content standards for broadcasting. Today, these different approaches 
continue to frame many of the regulatory debates around issues such as net neutrality and 
the digital dividend.  

We now turn to some of the key regulatory issues around the world. 

1.3.4 Spectrum management and the ‘digital dividend’ 

Management of the allocation of electromagnetic spectrum is one of the key roles of 
regulators around the world, and decisions on use of this scarce resource have major 
ramifications on the development of the communications industry. In the UK, uses of 
spectrum like mobile communications and broadcasting account for about 3% of the 
economy – more than the electricity and water industries combined.2 

The challenges currently presented are greater than ever before for three key reasons: 

• Competition for spectrum is more fierce: Mobile phone operators (seeking spectrum for 
cellular services such as 3G and HSDPA and mobile TV as a broadcast service), internet 
service providers (seeking to launch wireless broadband services using technologies 
such as WiMax), broadcasters (in particular seeking to launch bandwidth-hungry high-
definition TV channels) and others are all competing to acquire spectrum. 

• ‘Digital switchover’, whereby analogue terrestrial television is replaced by digital 
terrestrial television, will make valuable spectrum available in the ultra high frequency 
band, which is much sought-after because of its data capacity and range. The availability 
of this spectrum is often known as the ‘digital dividend’ and is created because digital TV 
is around six times more efficient than analogue and therefore requires much less 
bandwidth per channel. 

• There is increasing interest at EU level in creating a more harmonised approach to 
spectrum allocation to ensure compatibility of services, and to increase economies of 
scale and regional competitiveness. 

Regulators are dealing with intense lobbying from various interest groups over the allocation 
of spectrum. For example, in October 2007 a report commissioned by Deutsche Telekom 
estimated that freeing up the majority of the digital dividend for use by mobile services would 
provide a significant boost to EU GDP, compared to the alternative scenario of making the 

                                                 
2 Ofcom, Digital Dividend Review, consultation document (19 December 2006), 1.2 
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spectrum available for TV broadcasting. Meanwhile, the European Broadcasting Union 
(EBU), together with a group of commercial broadcasters, has commissioned its own study 
to estimate the social and economic impact of making the spectrum available for digital 
television. 

Attitudes to spectrum use and allocation vary between countries. In Japan, spectrum is 
being re-allocated for specific services (e.g. mobile communications) and incumbent licence 
holders are being compensated, whereas in the US spectrum has long been assigned by 
auction and is frequently traded. 

Geographic and cultural differences have a major impact on decisions on the allocation of 
spectrum. In countries where several languages are spoken, such as Belgium, the digital 
dividend is reduced by the need to have TV networks in several languages, while countries 
with many borders, such as Germany or the Netherlands, face greater spectrum planning 
challenges than geographically more isolated countries like Australia. 

In Europe, there has been a gradual movement from a policy-based to a market-based, 
service-neutral approach to spectrum management as a means to deliver innovation and 
promote the public interest. This is strongly supported by the European Commission’s 
current proposals in its Framework Review. However, there remain major differences in 
approach between countries. The Swedish government has already reallocated analogue 
television spectrum to digital terrestrial television (DTT) and has completed a bidding round 
for the new DTT channels. Italy has been criticised by the European Commission for its 
plans to re-allocate spectrum to its existing public-service broadcasters. In the UK, Ofcom’s 
approach is to promote a market-led rather than a regulator-led approach, favouring 
releasing the spectrum in a way that imposes as few constraints as possible on how it can 
be used and which encourages secondary trading.3  

In Canada, spectrum has historically been assigned both through a competitive licensing 
process and, more recently, through spectrum auctions. In February 2007 a public 
consultation on a framework to auction spectrum in early 2008 was announced, including 
spectrum for advanced wireless services. It is a condition that licences cannot be transferred 
without the consent of the relevant government minister, although secondary market trading 
in spectrum licences is encouraged in appropriate circumstances.  

In the US, the market-led approach has extended to ‘open access’ provisions being included 
within certain blocks of the 700Mhz digital dividend, which is scheduled to be auctioned in 
January 2008. The winning licensees will be required to allow customers, manufacturers, 
developers and others to use devices and applications of their choice. Google has been a 
leading proponent of open-access provisions, in the interests of widening competition in 
wireless broadband access and so increasing demand for its own services. 

1.3.5 Next-generation access networks 

With operators worldwide rolling out next-generation core networks (NGNs), to replace 
multiple legacy core networks with a single IP-based network for the provision of all services, 
regulatory debate is now focusing on next-generation access (NGA). NGA networks are 
broadband access networks that provide a bandwidth quantity and quality significantly in 
excess of that available through the copper-wire networks traditionally used to connect 
telephone exchanges to customer premises. Most frequently, NGA deployment involves the 
replacement of part of the copper wire with fibre, although NGA can also be provided using 
digital cable or potentially using wireless technologies. 

                                                 
3 Ofcom, Digital Dividend Review, consultation document (19 December 2006), 1.51 
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As discussed in Section 5.1.3, many different factors determine the level of development of 
NGA across the world. However, the regulatory debate is generally framed by balancing the 
consumer imperative of competition within the access network against the industry 
imperative of an appropriate expectation of return on investment. Put simply, investment 
costs and risks for NGA are generally very high and operators often argue that they need 
monopoly returns in order to justify this investment. 

In the US, the FCC has facilitated investment in NGA by adopting a policy of ‘forbearance’ 
from ex ante regulation with respect to fibre access networks. This means that once 
incumbent operators have upgraded their access network to NGA, they are no longer 
obliged to offer access to it to other operators. The view of the FCC is that mandating 
competition at the access level is unnecessary because of the market structure in the US, in 
which incumbent telecoms companies already compete with cable operators for end-to-end 
infrastructure provision. 

In Japan, NTT has been incentivised to invest in rolling out fibre access networks by an 
asymmetry of regulation whereby it is obliged to offer wholesale access to its copper access 
networks at very low wholesale rates, but is able to set its own wholesale rates for its fibre 
access networks. 

The European Commission has emphasised the importance of competition as a way of 
driving both innovation and consumer protection, and the debate in Europe has centred on 
the issue of ‘regulatory holidays’. In Germany, following a request from Deutsche Telekom 
for exemption from regulation for a period of time as a prerequisite for its investment in a 
VDSL access network, an amendment to the German Telecommunications Act in 2006 
empowered the regulator to forbear from regulating high-speed access networks. In June 
2007, the European Commission announced that it was taking Germany to the European 
Court of Justice as a consequence of this, which it viewed as being in contravention of 
European law (which does not provide for regulatory holidays for emerging services and 
markets). 

Ensuring access to ducts for the installation of access networks is another tool available to 
many regulators. In France, a government action plan announced in November 2006 
included proposals to ensure access to, and effective sharing of, ducts and in-building 
cabling between operators. The European Commission has stated that “access to ducts 
could be an important part of any remedy imposed to address problems associated with 
physical network access”.4  

In the UK, Ofcom launched a consultation on NGA in September 2007 stating that it believed 
a market-led approach to NGA would be most beneficial to UK consumers in the long term, 
and noting that it did not believe there was a case for withdrawing from regulation of NGA 
networks given that they are likely to be bottlenecks and that the presence of competition 
has greatly benefited today’s broadband consumers.5  

1.3.6 Functional separation 

In most of Europe the connections between customers’ premises and telephone exchanges 
are provided by the incumbent fixed-line telecoms operator. A key objective of the regulation 
of fixed-line networks is to enable fair competition by ensuring that alternative operators can 
get non-discriminatory access to the incumbent’s access network. Under the existing EU 
regulatory framework, this problem is addressed through a range of regulatory access 

                                                 
4 European Commission, Accompanying Document to the Commission Recommendation on Relevant 
Product and Service Markets, November 2007, p35. 
5Ofcom, Future broadband - Policy approach to next-generation access, 26 September 2007  
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remedies. In particular, the incumbent telecom operator is often required to supply wholesale 
services to rival communications providers and to itself on a non-discriminatory basis in 
order to facilitate fair competition in the provision of retail services to homes and businesses. 

’Functional separation’ complements these existing measures by placing the monopoly 
elements in a separate business unit. This allows any wholesale products and any 
associated services to be offered to both the incumbent's own retail businesses and to those 
of rivals, on equal terms.  

Unlike structural separation, functional separation does not require the creation of a new 
company and so does not affect the private property rights of shareholders. Rather it allows 
the continued running of a vertically integrated6 telco to remain intact As functional 
separation does not require an operator to sell off its monopoly business, the telecoms 
model is a different remedy from the ‘ownership unbundling’ currently being discussed in the 
context of EU energy reform.  

While regulators in other EU Member States are considering the merits of functional 
separation, the UK has had more than two years of experience in implementing the remedy. 
Ofcom accepted undertakings under national competition law in September 2005 from BT to 
place its access and backhaul businesses in a separate business unit called 'Openreach'. 
Ofcom's second annual evaluation report is due to be published in December 2007. New 
Zealand has since also introduced functional separation and it is under active consideration 
by several national regulators within the EU including those in Italy, Sweden and Poland. 

On 13 November 2007, as part of its proposals to reform the existing EU regulatory 
framework, the European Commission included amendments to the Access and 
Interconnection Directive to allow national regulators to impose functional separation as a 
regulatory remedy. The European Regulators Group (ERG) issued an Opinion on functional 
separation (ERG (07) 44) in October 2007, supporting the inclusion of such a remedy in the 
revised EU Framework. However, neither the European Commission nor the ERG believe 
that functional separation should be imposed across the EU, but instead that it should only 
be done after a careful assessment of evidence on a case-by-case basis. 

1.3.7 Net neutrality 

Broadly, the issue of net neutrality concerns whether and where there should be a principle 
of non-discrimination regarding different forms of internet traffic carried across networks. The 
communications sector is entering a period where there is rapidly increasing traffic on the 
internet, such as video and peer-to-peer applications (for example, games and VoIP 
services). This rapid increase in traffic is generating substantial congestion in some parts of 
the internet. Moreover many of these applications are time-sensitive and are far less tolerant 
of delay than, say, email or web browsing. To respond to these new applications and their 
associated demands, service providers are developing a range of business models that 
facilitate the prioritisation of different types of traffic. This is enabled by improvements in 
network technology that are allowing greater identification of internet packets associated with 
different applications, which can then be prioritised, accordingly. 

Proponents of net neutrality argue that it is fundamental to the protection of consumer choice 
and innovation on the internet, and advocates in the US have cited the First Amendment to 
the constitution, arguing that net neutrality is necessary to ensure freedom of speech. Some 

                                                 
6 A vertically integrated company is one that offers both wholesale services upstream to other communications 
providers and retail services downstream across the whole value chain to consumers, both business and 
residential 
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large internet application and content companies tend to be advocates of net neutrality, 
alongside some consumer rights groups.  

Opponents to net neutrality argue that they should be able to offer different qualities of 
service, both in order to recover their infrastructure investment costs and to enable quality of 
service guarantees to improve the consumer experience for services such as VoIP or video 
streaming. In the United States, cable and incumbent telecom operators have also claimed 
that the First Amendment supports opposition to net neutrality, arguing that they cannot be 
compelled to promote speech with which they disagree. 

A contrasting set of circumstances exists in the European Union, compared to the United 
States. Specifically, the net neutrality debate was triggered in the United States by the 
deregulation of wholesale access services including access to the internet. In the EU there 
are obligations to offer unbundled local loops and bitstream access and these continue to be 
seen as key tools in addressing competition problems.  

As part of its proposals to amend the existing EU regulatory framework, the European 
Commission has proposed a range of measures to ensure that consumers have access to 
lawful content including proposals to ensure that consumers are made aware of changes to 
the terms of service offered by their communications provider and the ability to switch 
contracts with penalty. In addition, the Commission proposed to empower national regulators 
with the ability to imposed minimum quality of service obligations on communications 
providers subject to a set of standards agreed at European level.  

Outside Europe and North America, the net neutrality debate has been slower to develop. In 
Japan, NTT prioritises its own service, Flet’s Square, which serves video on demand at 
speeds and levels of service higher than the generic internet service, while in South Korea 
VoIP is blocked on high-speed fibre networks except where the network operator is the 
service provider. In China, quality of service is less of an issue than the violations of the 
principle of net neutrality that occur currently in the filtering of certain types of websites. 

Infrastructure competition: different contexts in Europe and the US 

The regulatory debates over NGA, net neutrality and functional separation highlight a key 
difference between the regulatory landscapes in Europe and the US, in relation to what may 
be termed ‘infrastructure competition’. 

The US regulator, the FCC, has not felt the need to emphasise ex ante regulation at the 
access level because of end-to-end infrastructure competition between the telecoms 
incumbents and a powerful cable industry. Around 90% of households have access to cable 
networks (rolled out from the 1950s to provide TV services), and cable operators have in 
recent years invested heavily in upgrading their networks to provide IP-based services, and 
compete with incumbent telecoms operators for the provision of broadband services. The 
view of the FCC is, broadly, that this level of inter-platform competition makes regulatory 
intervention at the access level unnecessary.  

Across Europe, the situation is different. In the past, some regulators have looked to 
promote cable platforms in order to drive end-to-end infrastructure competition. However, 
with cable availability in most European countries far below that in the US, the focus in 
recent years has been on promoting competition within the access network (i.e. the network 
between telephone exchanges and customer’s premises). As a result, all incumbent 
European operators have been required to offer wholesale ‘bitstream’ services (with prices 
controlled by regulation) and to enable ‘local loop unbundling’ (LLU), whereby other 
operators are able to install their own equipment in incumbent-owned exchanges, enabling 
them to connect to customers’ premises using the incumbent’s local loop access network. 
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The implementation of LLU is a requirement of European Union policy on competition in the 
telecommunications sector and has been introduced in all member states, although it is at 
various stages of development in different countries. 

1.3.8 Content regulation  

Content regulation concerns material available to users – traditionally through broadcasting, 
but now also through services accessed via the internet and via mobile cellular networks. 
Content regulation generally addresses issues of impartiality, harm and offence, privacy, and 
plurality. As with regulation of access networks there are fundamental differences between 
the models employed in the US and in Europe. 

In Europe, there is a long-established dual model of public and commercial broadcasters. All 
member states recognise the role that public service broadcasters (PSBs) play in providing 
certain qualities and standards in programming, and in contributing to wider societal goals, 
representing the diversity of views within democratic societies. PSBs generally receive public 
funding (which is tested by the European Commission against state aid rules), are required 
to remain impartial, and are subject to tighter programming and production quotas than 
commercial broadcasters on the quantity of material commissioned from independent 
companies (i.e. not affiliated to a broadcaster) and on the level of European-originated 
programming.  

By contrast, the main networks in the US do not receive significant public funding, have no 
PSB obligations, and their content output is largely determined by commercial interests. In 
1987, the abolition of the Fairness Doctrine in the US released broadcasters from the 
obligation to report information without bias. This contrasts with the BBC’s obligation under 
its Charter that it “must do all it can to ensure that controversial subjects are treated with due 
accuracy and impartiality in all relevant output”, or French regulation which requires the PSB 
to declare any collaboration with external organisations and to meet production quotas which 
serve to protect the national language and culture. 

Whereas in Europe PSBs are independent bodies and sit alongside commercial 
broadcasters, China’s broadcasting sector is 100% state owned and as a consequence the 
regulator (SARFT) controls all material submitted. Japan follows a similar model to Europe, 
with a PSB broadcaster (NHK) funded through a licence fee and multiple commercial 
broadcasters; restrictions are in place to ensure that commercial broadcasters are not taken 
over by foreign interests. The Broadcasting Act in Canada has Canadian content as its 
cornerstone, and the CRTC has established policies and regulations to ensure widespread 
access to Canadian content by addressing issues such as the level of Canadian-originated 
content and Canadian ownership and control of the broadcasting system. 

The ability to deliver audio-visual content via an increasing number of networks and 
platforms is at the heart of the convergence process and, consequently, at the heart of 
regulatory debates around convergence. In Europe, recent debates have focused on the 
European Commission’s new Audiovisual Media Services (AVMS) Directive, which amends 
and modernises the current EU regulatory framework for cross-border television 
broadcasting. On 15 October 2007, after almost two years of negotiations, a common 
position was reached by the Council. The Directive is expected to be adopted in early 
December and member states will have two years for national implementation. 

The new rules will apply to all ‘audio-visual media services’, defined as services which are 
under the editorial responsibility of a media service provider and whose principal purpose is 
the provision of television programmes via electronic communications networks. The 
Directive has thus extended its scope from traditional TV broadcasting to on-demand TV-like 
services (pulled services). Other forms of audio-visual material such as user-generated 
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content or online games remain outside this scope. A minimum tier of basic rules will apply 
to all services, most prominently rules on protection of minors, human dignity and advertising 
standards. The new Directive also recognises the importance of self- and co-regulation, 
combined with media literacy, as effective ways of ensuring that viewers are protected in the 
new converged environment. 

Hand-in-hand with these discussions, national regulators are also reviewing content 
regulation in the light of the changed industry landscape. Ofcom’s PSB review, which is 
taking place between September 2007 and early 2009, is looking beyond broadcasting to 
evaluate whether ‘other electronic communications services’ might become ‘substitutable for 
traditional linear services’ and, if so, how they could make a positive contribution to the 
delivery of public service content.  

1.3.9 Mobile termination 

A termination charge is levied by a telecoms operator for the service of terminating a call on 
its network. Without termination services, end-to-end telephone services between operators 
would not be possible. 

Termination charges for fixed-line networks are not currently a major issue in most countries, 
as regulatory controls on charges have been enforced from an early stage. The movement 
from incumbent monopolies to a competitive environment generally involved controls on all 
interconnection charges including termination rates. 

However, termination charges form a significant proportion of mobile operators’ revenues 
(for example, around 15% in the UK). Mobile operators argue that one of the reasons for the 
difference between termination rates charged by fixed operators and by mobile operators is 
the higher investment and operational costs in running a mobile network. 

Most regulators now impose price controls setting maximum levels on the charges that 
mobile operators can impose. The UK first began regulating mobile termination charges in 
1990, introduced further regulation in 1998, and European Union regulation was introduced 
in 2002. The level at which mobile termination rates is capped is a major issue for the 
industry and has a significant impact on the pricing of calls to mobiles for consumers. 

In the European Union and in much of the rest of the world, termination rates are based on 
the principle of ‘Calling Party Pays’ (CPP). This means that the network on which a call 
originates is required to make a payment to the network on which the call terminates. In the 
US and Canada, the principle is of ‘Receiving Party Pays’ (RPP), meaning that the network 
on which the call terminates is responsible for all termination costs. A consequence is that in 
the US and Canada, mobile customers are typically charged for incoming calls in addition to 
their outgoing calls. In 2007 China moved from an RPP regime to a CPP regime. 

Related to RPP, at the wholesale level there is some argument for the abolition of mobile 
termination rates and a migration to a ‘Bill and Keep’ (BAK) regime in which there are no 
wholesale charges between operators. While this approach would have similarities with the 
internet model, it would contrast with the established regime of regulated termination 
charges on traditional fixed-line networks. A widespread move to BAK seems unlikely in the 
near future. 

A general tendency throughout Europe has been an overall reduction in mobile termination 
rates, and a reduction in asymmetry of termination rates between different mobile operators 
in the same country. The European Commission favours the reduction of mobile termination 
rates to a cost-based rate and the removal of asymmetry (unless appropriately justified by 
cost differences beyond an operator’s control) and has been supportive of moves made in 
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2007 by ARCEP in France to work towards these ends. While it welcomed the Italian 
regulator AGCOM’s notification in August 2007 that it is to impose price controls on the 
termination rates of 3G operator 3 Italy, the Commission commented that the rate of 16.26 
eurocents per minute appears to be “at too high a level”. 7Currently, 13 of the EU-15 
member states have some element of asymmetry in mobile termination rates and four of 
these have glide paths in place which should end asymmetry by 2009. 

1.3.10 Mobile international roaming  

Most of the regulatory issues discussed so far are generally related to national markets, and 
as such, national regulators have taken the lead in defining policy. However, there are 
aspects of international roaming which transcend national markets. Following a letter from 
the European Regulators Group in December 2005, pointing out that the existing European 
law was inadequate to deal with concerns expressed about high roaming charges, the 
Commission proposed a new Regulation. The final version adopted by the European 
Parliament and Council came into effect at the end of June 2007. Under this Regulation, all 
providers of roaming services must provide a roaming tariff under which customers can 
make and receive calls while roaming in the Eurozone for no more than 49 and 24 eurocents 
per minute respectively. Other tariffs may also be offered to meet particular customer needs. 
The average wholesale rate that one operator may charge another when a subscriber makes 
a call abroad was also capped (at 30 eurocents per minute). 

The impact on consumers of the introduction of the ‘Euro tariff’ has been a significant 
decrease in roaming charges, which fell by up to 60% between June and September 2007.8 
As far as operators are concerned, broader ramifications include a new awareness of the 
resolve of the European Parliament and Council to impose regulation. The ex ante regulation 
states that price regulation will be in place for three years, after which it will fall unless the 
Commission believes that market forces alone are still insufficient to keep prices down. SMS 
and data roaming charges remain unregulated, but the EU Telecoms Commissioner, Viviane 
Reding, has warned: “I hope that operators now understand the EU’s ability to act. My 
message to them: move now and bring SMS and data roaming charges down quickly, or we 
will be forced to also intervene there very shortly”.9 

 

                                                 
7 European Commission, Letter to Corrado Calabro of AGCOM, 2/8/07, 
http://circa.europa.eu/Public/irc/infso/ecctf/library?l=/italia/registeredsnotifications/it20070659/it-2007-
0659_enpdf/_EN_1.0_&a=d 
8 http://ec.europa.eu/information_society/newsroom/cf/itemlongdetail.cfm?item_id=3670 
9 Vivian Reding, Statement 27 June 2007 
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1.4 Comparative international pricing 
1.4.1 Introduction and methodology 

In order to provide international comparisons for the prices paid for communications services 
by UK consumers, we have developed a benchmarking methodology that identifies the 
prices available to ‘typical’ consumers for baskets of telecoms and TV services in five 
comparator countries: the UK, France, Germany, Italy and the US. 

This methodology builds on the one we used in Ofcom’s 2006 International Communications 
Market Report. Full details are provided in Appendix B, but the basic principles are as 
follows: 

• We constructed five ’typical’ household types, which collectively may be seen as 
representative of the average population across our comparator countries. 

• We defined a basket of communications services (fixed-line voice, broadband, pre-pay 
and post-pay mobile, and television) appropriate for each household type, breaking down 
the baskets into as much detail as practical (for example, mobile calls are broken down 
into calls to national fixed lines, calls to off-net mobiles, calls to on-net mobiles and 
international calls). 

• The weighted use across all of the baskets was adjusted to ensure it is broadly aligned 
with average per-household use across our comparator countries. 

• We then examined tariffs from the three largest providers within each country for each 
type of communications service and identified the tariff from each provider which offered 
the lowest price per month (based on tariffs available in October 2007) for the defined 
basket. 

• In addition, we examined ‘bundled’ tariffs (for example, ‘triple-play’ services which offer a 
single bill for the delivery of fixed-line voice, broadband and television services), and 
identified where our households could get better value by subscribing to the bundled 
tariff. 

• We also considered the costs of connection and hardware (equipment) that would be 
incurred by households (amortised over periods of time as detailed in Appendix B). This 
is necessary for two reasons: firstly, because they are material to the cost of ownership 
to the consumer; and, secondly, because they are often inseparable from the service 
price, as connection costs vary and some operators include subsidised or ‘free’ 
equipment (for example a mobile phone or a router) within their service proposition. In 
the analysis below, mobile phones are included within the service costs (as they are 
generally provided either free-of-charge or at a subsidised rate at the time of 
connection), while the costs of television and PC equipment are separately identified. 

• All sales taxes and surcharges have also been included, in order to reflect the prices that 
consumers actually pay (although we do not account for differences in other areas of 
personal taxation policy within each country). 

• All prices have been converted back to UK currency, using a Purchasing Power Parity 
(PPP) adjustment based on OECD comparative price levels in August 2007 (the latest 
period for which data were available), and the IMF average exchange rate for August 
2007. PPP exchange rates are those at which a unit of currency can purchase a given 
basket of goods in both countries. When prices are converted into pounds using PPP 
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rates, it shows whether, compared to the UK, the product or service is expensive relative 
to the wider basket of goods in the country in which it is sold. This interpretation should 
be kept in mind when viewing the results below. 

In order to provide both an illustration of representative prices for the individual services in 
each country, and an illustration of the best value that consumers could get for their full 
‘basket’ of services, we have provided two types of analysis for each basket. 

The first (which we call ‘average single service’ pricing) illustrates the price of each individual 
service, as defined by the average of the lowest price tariff from each of the three largest 
operators for each service in each country, weighted by the market share of the service 
provider in order to ensure fair representation. This provides a useful comparison of the 
relative costs of communications services, but an important limitation is that single-service 
offers are sometimes not available from leading suppliers. For example, in the UK, Carphone 
Warehouse currently only offers broadband together with fixed voice, while BSkyB only 
offers broadband together with television. 

The second type of analysis (which we call ‘best offer’ pricing) identifies the lowest price that 
a consumer could pay for this basket of services, including, where appropriate, by 
purchasing ‘bundled’ services. Our view is that this type of analysis is essential to 
understand pricing of communications services which are increasingly being delivered as 
multi-service propositions (examples in the UK include the ‘free’ broadband offer with 
TalkTalk’s voice service, or Sky’s See, Surf, Talk ‘triple-play’ offer which provides TV, voice 
and broadband, or Virgin’s ‘quad-play’ offer which includes TV, voice, broadband and 
mobile.) However, there are two key limitations to this type of analysis. Firstly, ‘bundled’ 
service offerings are typically not available to all consumers as they are generally 
geographically constrained to areas where premises are connected either to a cable network 
or to an unbundled telephone exchange. Secondly, although focusing on the ‘best offer’ 
provides insight into the lowest prices available to some customers, it is not as good a 
reflection of the prices that consumers are actually paying as the weighted average analysis 
which is possible when looking at single-service pricing.  

We believe a multi-platform, basket-based approach is the most useful way of comparing 
international pricing of communications services. Nevertheless, there are a number of 
limitations to our methodology and the following notes and caveats are important in 
interpreting the analysis below. 

• In looking only at tariffs offered by the three largest operators in each country, lower 
prices which might be available from smaller operators seeking to disrupt markets are 
not included, purely for practical reasons. Nevertheless, we believe that using the prices 
of the largest operators is appropriate, both because they are the best reflection of the 
general consumer experience and because they are in large part defined by the 
competitive environment in which they operate. 

• The analysis assumes a wholly rational consumer who has a full understanding of his or 
her usage requirements and is prepared to shop around and undertake some often quite 
complex calculations to identify the tariff which offers the best value. Clearly, in reality, 
many consumers do not act in this way, but we believe the assumption is necessary in 
order to provide effective international comparisons. 

• In order to calculate the weighted average, we have used market share calculations 
based on operators’ retail customers, where available and based on wholesale 
customers where not. It should be noted that market share calculations are based on the 
overall subscriber base, not the subscriber base for the particular tariff (for which data 
are not available). 
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• Tariffs are often highly complicated and sometimes have components that we have been 
unable to incorporate into our model. Three examples from the UK are: 

o fixed-line voice tariffs available from the UK’s three largest operators, which offer 
a ‘flat rate’ for national calls of up to one hour in duration – our model has all calls 
at three minutes in duration, so the benefit from making longer calls is not 
included;  

o a pre-pay mobile tariff which includes much-reduced rates after the first three 
minutes of use every day – our model assumes use is distributed evenly 
throughout the month; and 

o fixed-line and mobile tariffs which include free or reduced call rates to nominated 
‘friends and family’ numbers – our model does not include any discounts for 
these types of tariffs.  

• Pay-TV services constitute a component of three of the baskets we examine. However, it 
has not been possible to compare like-for-like subscriptions because of differences in the 
composition of basic and premium channel bundles across the five countries. As a 
consequence, quantitative comparison of international TV pricing is arguably less 
meaningful than for telecoms services. This issue is also present in the pricing of triple-
play (voice, broadband and TV bundles), where there is large variation in TV content 
across our comparator countries. 

• For some communications services in some countries there are only two operators with 
nationwide coverage and/or significant market share. In these instances, we have 
identified the best-value tariff from each of them and calculated a blended average 
based on their market shares. 

• Some services are not available nation-wide. This is particularly true for services which 
are available only where local exchanges have been unbundled, and for IPTV, which 
requires a high-speed broadband connection, but is also true for cable TV and all types 
of broadband.  

• A number of inclusive minutes and messages are typically bundled within phone tariffs. 
We assume that consumers use their allocation of inclusive services in the most cost-
effective manner. 

• In order to provide like-for-like comparison we have defined the mobile components 
within baskets as either post-pay or pre-pay. However, a consequence of this is that 
differences in the characteristics of the national markets are not captured within the 
model. For example, the UK fixed-line market is characterised by segmentation 
strategies where the leading operators do not generally offer post-pay contracts at less 
than £20 a month, and a large number of minutes are typically bundled with contract 
connections. (Data from GfK indicates that over 70% of UK mobile contracts included 
300 or more minutes in the first half of 2007). Therefore, the low usage pattern of post-
pay subscribers in basket 4 and basket 5 would potentially be better served by a pre-pay 
contract. 

1.4.2 Basket 1: a low-use household with basic needs 

Our first basket contains a usage pattern typical of a retired low-income couple in any of our 
comparator countries. They use a fixed line for all voice calls, and spend around five minutes 
a day making local calls and two minutes a day making national calls. They only occasionally 
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make calls to a mobile. They do not have pay-TV, but do use free multichannel digital 
services which are available over the terrestrial platform in all of the five countries. 

Figure 1.10 Composition of basket 1 

Fixed-line voice Mobile Broadband Television
Local :150mins
National: 60mins
To mobile: 15mins
Total per month: 225mins
50% peak / 50% off peak

No connection No connection Free-to-air digital 
terrestrial television
---
1 Standard 21/24 inch TV
1 DTT set-top box

 
Source: Ofcom 
 
Using a weighted average of the best-value tariffs from the three largest operators in each 
country, for this basic basket of fixed-line calls the US has the lowest prices (Figure 1.11). 
Within Europe, Germany and France are 10-15% less expensive than the UK and Italy. 

With its emphasis on local calls, this basket favours those countries where local calls are 
typically included free of charge, as is the case in the US and (for two of the three tariffs) in 
France. In all countries, most operators offer inclusive local and/or national calls for an 
increase in the monthly fee, but the usage levels in this basket did not in most cases justify 
our household making the upgrade.  

UK line rental prices (between £10.50 and £11 for the tariffs analysed) are higher than in the 
other international countries analysed, while the lower basic rental prices in the US (where 
rental charges for two of the three tariffs are less than £2.50), contribute to its relatively low 
pricing. 

There is also significant variation in the cost of the television licence across the five countries 
(which, along with hardware, represents the only television costs for this basket, which does 
not take pay-TV services). With higher investment per head in public service broadcasting 
than the other countries, the TV licence is most expensive in Germany and the UK, at 
around £11 a month. In contrast, there is no licence fee in the US, where public funding for 
television (which is much lower per head than in the European countries) is raised by 
alternative means. 

Figure 1.11 Basket 1 - comparative single service pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Weighted average of best-value tariff from each of the three largest operators by market share in each 
country, October 2007; PPP adjusted 
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In looking at the ‘best-value’ tariff available from any one of the three largest operators in 
each country, there is a wider variation in prices (Figure 1.12). 

In Italy, a tariff from an alternative network with around 10% market share is nearly 50% less 
expensive for this basket of services than the best deal available from the incumbent (which 
has over 80% market share). In the US the best-value tariff for this basket is from the third 
largest operator, and is over 50% less expensive than the equivalent tariff from the largest 
operator – but is only available in 14 western states. 

By comparison, there is much less variation between the pricing of the largest three 
operators in the UK, France and Germany.  

Figure 1.12 Basket 1 - Comparative ‘best offer’ pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Lowest price available for basket of services from any of the three largest operators by market share in 
each country, October 2007; PPP adjusted  
 

1.4.3 Basket 2: a broadband household with basic needs 

The second basket is representative of a couple of ‘late adopters’ who have one pre-pay 
mobile connection which they use occasionally (an average of two minutes a day), and a 
basic level broadband contract. They make around 15 minutes of calls a day on their fixed 
line, around two-thirds of which are local calls, although they do also call mobiles for 30 
minutes a month and make occasional international calls. They do not subscribe to pay-TV 
services. 

Figure 1.13 Composition of basket 2 

Fixed-line voice Mobile Broadband Television
Local: 300mins
National: 90mins
International:10mins
To mobile: 30mins
Total per month: 430mins
50% peak / 50% off peak

Pre-pay connection
To national fixed: 15mins
To on-net mobile: 22.5mins
To off-net mobile: 22.5mins
Total per month: 60mins

Basic connection
---
Standard PC

Free-to-air digital 
terrestrial television
---
1 widescreen 32 inch TV
1 standard 21/24 inch TV
1 DTT set-top box

Fixed-line voice Mobile Broadband Television
Local: 300mins
National: 90mins
International:10mins
To mobile: 30mins
Total per month: 430mins
50% peak / 50% off peak

Pre-pay connection
To national fixed: 15mins
To on-net mobile: 22.5mins
To off-net mobile: 22.5mins
Total per month: 60mins

Basic connection
---
Standard PC

Free-to-air digital 
terrestrial television
---
1 widescreen 32 inch TV
1 standard 21/24 inch TV
1 DTT set-top box  

Source: Ofcom 
 
The overall pricing pattern for this basket is significantly different from the lower-usage 
basket 1. For this basket, the UK offers the lowest prices, both for fixed line and mobile 
(again, calculated as a weighted average of the largest three operators) (Figure 1.14). 
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The lower fixed-line pricing in the UK is a consequence of the UK’s inclusive call packages: 
for this particular basket, a household achieves the lowest overall price from all three 
operators by purchasing unlimited local and national calls ‘added-on’ to the basic line rental. 

By contrast, the US market is characterised by relatively low-cost line rental, but relatively 
expensive metered national calls, so that costs increase proportionally more with higher use. 
However, calls to mobiles are free on all the US tariffs included in the analysis, whereas they 
account for 10-15% of the cost of the fixed-line basket for the European countries. This is 
caused by the interconnection model in the US (see Section 1.3.10 for more details), which 
typically results in mobile callers being charged for the calls they receive. 

The lower prices in the UK and Italy for the pre-pay mobile are a reflection of more 
diversified pre-pay markets with a wider choice of tariffs. The UK is the only country with five 
mobile network operators, where around 65% of mobile connections are pre-pay; in Italy 
there are four mobile network operators, and around 90% of connections are pre-pay. By 
contrast, the pre-pay market is much less developed in both France (35% of mobile 
connections) and the US (8%). 

The US is over 50% cheaper than any of the European countries for standalone broadband 
pricing, although, as discussed below, this is more a consequence of a different approach to 
pricing, where broadband is less commonly ‘bundled’ in the price of a fixed-line package. 

Figure 1.14 Basket 2 - comparative single service pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Weighted average of best-value tariff from each of the three largest operators by market share in each 
country, October 2007; PPP adjusted 
 
In all of the European countries, there are major cost savings to be made by buying this 
basket of services within a ‘broadband and voice’ bundle (Figure 1.15), and in France and 
Germany, the ‘best deal’ available for this bundle is less expensive than the weighted 
average of the best-value tariffs for voice services only. The best-value deal in the UK is 
promoted as a voice package with ‘free’ broadband, and also includes a ‘free’ laptop PC 
(which is why there are no PC equipment costs within the UK pricing). In Italy, ‘bundled’ 
offers tend to also include television services and, as a result, the best deal available to meet 
the needs of this basket in Italy is significantly more expensive but offers inclusive television 
and a headline broadband speed of up to 20 Mbit/s. 

In the US, the best value for this basket of services is offered by purchasing voice services 
and broadband as separate packages from different suppliers. This reflects a different 
pricing structure which is in part related to the different market structure in the US; in the 
majority of areas, local duopolies are in place with the incumbent telecoms company in 
competition with the local cable operator for the supply of voice and broadband services. 
Whereas in the European countries new entrants have looked to gain market share by 
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offering bundled services, in the US there has not been the same level of market disruption 
and operators have looked to the incremental pricing of services, particularly at the lower 
end of the market. 

One important caveat here is that in all of the countries the ‘best-value’ deals detailed in 
Figure 1.15 are not available to all consumers; all of the European offers are from alternative 
operators to the incumbent and are only available in areas where they have ‘unbundled’ the 
local exchange (i.e. installed their own equipment) or laid cable, while in the US all operators 
are regional. 

Figure 1.15 Basket 2 - comparative ‘best offer’ pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Lowest price available for basket of services from any of the three largest operators by market share in 
each country, October 2007; PPP adjusted 
 

1.4.4 Basket 3: a mobile ‘power user’ 

Our third basket represents a single-person household with use typical of a young 
professional. They have no fixed-line, but use their mobile subscription for internet browsing, 
and subscribe to a basic pay-TV package to get additional entertainment channels. 

Figure 1.16 Composition of basket 3 
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MMS: 30 per month
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---
Premium handset

No connection Entry-level pay-TV 
subscription (including 
channels which are not 
available via free digital 
terrestrial television)
---
1 widescreen 32-inch TV
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---
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No connection Entry-level pay-TV 
subscription (including 
channels which are not 
available via free digital 
terrestrial television)
---
1 widescreen 32-inch TV

 
Source: Ofcom 
 
As a weighted average of the best offers available from the three largest operators in each 
country, the UK has the lowest overall pricing, largely as a result of significantly lower mobile 
costs, while the highest overall prices are in Germany, largely because of mobile prices, 
which are 25% higher than in its European counterparts (Figure 1.17). 
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Mobile prices in the US are inflated by the unavailability of data ‘add-ons’ from two of the 
three operators considered; the metered ‘per MB’ cost that is applied amounts to 45% and 
56% respectively of the overall cost for these two tariffs, which pushes up the weighted 
average price significantly. However, the cost of receiving calls (which is unique to the US 
among the countries in our analysis) is not included as the basket has been defined as 
including only outbound calls. 

It is a feature of the pricing of each of the top three mobile operators in every country that, 
for this particular basket, the customer can get best value by purchasing a monthly tariff that 
includes all of the 360 minutes of calls to mobile and national fixed lines. The lower price in 
the UK is a reflection of the availability of lower basic tariff prices for the same number of 
inclusive minutes and SMS text messages than in other countries, while the higher prices in 
Germany are largely due to the higher tariff price for the same number of inclusive minutes. 

If MMS picture messages and data use were not included in the basket, the UK’s relative 
pricing would be even lower in comparison to France, Germany and Italy. The three 
operators in the UK price MMS at between 25p and 36p per message, meaning that the 
overall MMS cost is between 12% and 17% of the overall cost of the basket (which includes 
30 MMS messages). By comparison, MMS messages are typically 20-50% less expensive in 
the other countries (and one Italian tariff and one US tariff include them within the overall 
access price). Similarly, in the UK, pricing for a data ‘add on’ necessary to meet the 
requirement of the basket ranges between £7.50 and £8.00 across the three tariffs analysed, 
whereas in Italy data is included within the tariff price and in France it is around 30% less 
expensive. 

Our mobile pricing analysis also includes the price of the mobile handset within the service 
price (as paid at the time of subscription). For this particular basket, the handset is least 
expensive to UK mobile subscribers, with a high-end handset included at no additional 
charge within the monthly access price for two of the three tariffs analysed. 

This basket also includes basic ‘entry-level’ pay-TV services, which is defined as the lowest 
subscription required to receive channels in addition to those available on free-to-view 
television. Because of the variation in type and quality of programming, like-for-like 
comparison is more problematic than for telecoms services. Italy has the lowest price, driven 
primarily by the 15 Euro cost of its cheapest service, which is available from the country’s 
satellite provider (Sky Italia), which has 89% market share. 

Figure 1.17 Basket 3 - comparative single service pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Weighted average of best-value tariff from each of the three largest operators by market share in each 
country, October 2007; PPP adjusted 
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For the mobile component of this basket, a tariff from the one US operator which offers a 
data ‘add-on’ means that the US has the lowest ‘best offer’ pricing (Figure 1.18). However, if 
the price of inbound calls were also to be included, it is likely that the pricing of this tariff 
would be more expensive than in the UK, France and Italy. 

Among the European countries, the UK offers the least expensive ‘best offer’ mobile pricing, 
although only marginally lower than France. The fact that the best-value offer in the UK is 
less than 1% cheaper than the weighted average of the best deals from the three largest 
operators is an illustration of how similar the overall pricing is for this particular basket of 
services. 

In terms of the best deal available for entry-level TV pricing, there is a similar pattern to that 
of the weighted average pricing, although an IPTV tariff in the US offers a price that is less 
than 50% of the prices available from the two largest cable providers. There is considerable 
variation between the least expensive platform in each country; in Italy, the lowest price offer 
is from a satellite operator, while cable operators offer the lowest prices in the UK and 
Germany, and IPTV offers the lowest prices in France and the US. 

Figure 1.18 Basket 3 - comparative ‘best offer’ pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Lowest price available for basket of services from any of the three largest operators by market share in 
each country, October 2007; PPP adjusted 
 

1.4.5 Basket 4: a family household with multiple needs 

Basket 4 represents a family of four with two parents on mobile contracts and two children 
with pre-pay mobile connections. Adults and children have different mobile needs, with the 
children being much heavier users of text messaging. However, they are all cost-conscious 
and favour using the fixed line whenever possible, which gets fairly heavy use, with around 
30 minutes of calls a day. The family are also heavy users of the internet and require a high-
speed connection, and subscribe to entry-level pay-TV services.  
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Figure 1.19 Composition of basket 4 
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Source: Ofcom 
 
In terms of overall pricing, there is little difference between the European countries, with US 
prices higher, due to mobile pricing being 38% more expensive in the US than in any other 
country (Figure 1.20). 

In terms of fixed-line voice pricing, the US and the UK are the least expensive, for the same 
reasons as for basket 2, which contains similar voice volumes. 

Overall, the UK and Italy offer the lowest prices for mobile, primarily as a result of the lower 
prices for the two pre-pay components in the basket. Of all the European countries, France 
has the lowest post-pay costs, but the highest pre-pay costs, which is representative of a 
segmentation strategy in which low-end users are targeted with low value contracts. A 
feature of German pre-pay pricing is that a minimum top-up is required each month in order 
to secure lower calling rates: the result is that the pre-pay connection with the highest use is 
the least expensive of any of the pre-pay tariffs, with prices becoming significantly more 
expensive for lower use. 

Mobile pricing in the US for this basket is over 30% higher than for any other country. This is 
the consequence of two features of the US market. Firstly, pre-pay (which has lower take-up 
than in the European countries) is significantly more expensive. Secondly, low-price 
contracts are not available from the three main operators; their lowest-price contracts have a 
higher monthly fee and include more inclusive minutes (the two adults in this basket only 
require 120 and 60 voice minutes respectively, whereas the tariffs which offer the lowest 
price for this basket include 450 minutes, 430 minutes and 235 minutes respectively). 

The requirement for high-speed broadband pushes up the price well beyond that of basket 2, 
in every country except France where the three largest operators have all invested in 
ADSL2+ to offer standard speeds of 20Mbit/s. In all the other countries, there is widespread 
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differential pricing based on broadband speed; this is most evident in the US, where the poor 
quality of legacy copper wire telephone lines means that high-speed broadband cannot 
generally be offered via DSL. 

The pricing for entry-level pay-TV is the same as for basket 3 above. 

Figure 1.20 Basket 4 - comparative single service pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Weighted average of best-value tariff from each of the three largest operators by market share in each 
country, October 2007; PPP adjusted 
 
The requirement within this basket for fixed-line voice, broadband and entry-level pay-TV 
means that in all countries ‘triple-play’ offers the best deal (Figure 1.21). However, although 
‘quad-play’ deals (also including mobile) are available in all countries, none of them offer 
better value for this particular basket than the separate purchase of all mobile services. 

France has the lowest price triple-play services. However, the television component is 
delivered via the internet (IPTV), and as such is only available in areas where the triple-play 
operator has unbundled the exchange and is able to guarantee actual connection speeds of 
greater than 3Mbit/s, the minimum for receiving standard definition TV. 

Figure 1.21 Basket 4 - comparative ‘best offer’ pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Lowest price available for basket of services from any of the three largest operators by market share in 
each country, October 2007; PPP adjusted 
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1.4.6 Basket 5: a couple with high use of mobile, broadband and TV 

Our final basket is typical of a young couple of high-end users, who have low price 
sensitivity. They both have mobile connections and are fairly heavy users of both voice and 
(to a lesser extent) SMS, and also have a fixed connection on which they make more than 
average international calls and calls to mobile. They have a premium television package for 
watching the latest sport and movies, and have high-end equipment for all services.  

Figure 1.22 Composition of basket 5 
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Source: Ofcom 
 
Overall for this package, Germany is cheapest (Figure 1.23), primarily as a result of lower 
pricing for a premium television package (which we have defined as including the fullest 
package of live football (or NFL) from the top domestic league, in addition to first-run movies 
from the major Hollywood studios). This is in line with the overall pattern of television 
consumption in Germany where pay-TV has higher penetration (63%) than in the UK (46%) 
but only generates £37 per head compared to £58 in the UK. Bundesliga rights are less 
expensive than comparative rights for the top football leagues in the UK and Italy, and are 
available from the rights holder (Premiere) as an add-on to cable and satellite television 
packages from other operators for a fee of 10 Euros a month.  

Among the European countries, France has the most expensive pay-TV pricing. However, it 
should be noted that this is in part a consequence of the way in which the basket has been 
defined, which is not a good fit for the tariffs available from France. There are tariffs available 
that offer either some top-league French football and first-run movies, or the best package of 
top-league football and second-run movies, for around 60% of the price of subscribing to 
both the best football and the best movie packages (which is the requirement for this 
basket). In addition, the French tariff includes high-definition channels (which are not a 
requirement for the basket), and charges an additional premium for Digital Video Recorder 
(DVR) services (which are included in the basket). By contrast, the tariffs in the UK do not 
offer high-definition channels, but do include a PVR service. 

Fixed-line voice pricing for this basket is lowest in the US, largely because calls to mobiles 
are included within all of the tariffs analysed (this is because of the US charging model 
whereby mobile users are usually charged for incoming calls). Of the European countries, 
the UK’s fixed-line voice pricing is lowest, primarily because of the discounted pricing that is 
available from all three operators for calls to mobile and international calls when an 
additional ‘add-on’ is purchased. By contrast, the best-value tariffs from the three Italian 
operators do not offer any such deals and as a consequence international and mobile calling 
is significantly more expensive. 
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Italy has the most expensive mobile pricing for this basket of services. There are two key 
reasons for this. Firstly, there is less handset subsidy in Italy than in the other countries (we 
have included the handset cost within the service cost so that we can take account of 
subsidies in comparing pricing), and the high-end handset required by the first member of 
the household accounts for a weighted average of 13% of the overall mobile cost for this 
household in Italy, compared to 11% in the UK and just 7% in Germany. Secondly, the 
Italian post-pay contract market is much smaller than in the other countries (accounting for 
less than 10% of all mobile connections, compared to 92% in the US, 65% in France, 48% in 
Germany and 35% in the UK at the end of 2006), which results in a less diversified market 
and a smaller range of tariffs. 

Broadband prices are the same as for basket 4, which has the same requirements for this 
service. 

Figure 1.23 Basket 5 - comparative single service pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Weighted average of best-value tariff from each of the three largest operators by market share in each 
country, October 2007; PPP adjusted 
 
Once again, there are significant cost savings to be made for this basket of services if 
services are purchased within a bundle from the same operator (Figure 1.24). However, the 
cost savings are proportionally lower than for basket 4 (Figure 1.21) because of the inclusion 
of premium pay-TV services – which are typically an ‘add-on’ to a basic level service and so 
do not offer cost savings if purchased within a triple-play or quad-play subscription rather 
than on a standalone basis. 

The UK is the only country where a quad-play service offers the best value for this basket of 
services (one of the two mobile subscriptions is included within the quad-play deal, the 
second is purchased as a standalone service). 

France offers the lowest prices for triple-play services, with the television component of the 
lowest price tariff for this basket delivered via IPTV. France has the most developed IPTV 
market in the world, with 1.5 million customers receiving it at the end of 2006. Alternative 
operators Neuf Cegetel and Free have invested in unbundling telephone exchanges, and 
have been battling for market share by offering triple-play services using ADSL2+ and, 
(particularly in Paris) high-speed fibre networks. The incumbent, France Telecom, has 
responded by offering its own IPTV and triple-play service (under the Orange brand), and by 
offering differential pricing whereby customers who are connected to an exchange which has 
been unbundled by another operator are charged a lower overall price (the line rental fee is 
waived), than customers who are connected to an exchange that has not been unbundled. A 
consequence is that the lowest prices are generally restricted to cities and large towns. 
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Figure 1.24 Basket 5 - comparative ‘best offer’ pricing 
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Source: Ofcom using data supplied by IDATE 
Note: Lowest price available for basket of services from any of the three largest operators by market share in 
each country, October 2007; PPP adjusted 
 

1.4.7 Conclusion 

Figure 1.25 and Figure 1.26 below summarise the service pricing of each basket in each 
country (TV and PC equipment costs and TV licence costs are excluded). From this, the 
following conclusions can be drawn: 

• In all countries, service bundling offers much better value than buying services on a 
standalone basis. Broadband and voice can typically be purchased in all countries 
except the US for little more than the price of the voice service alone, while triple-play or 
quad-play services are the most cost-effective way to receive voice, broadband and pay-
TV services in every country for all three of the baskets where all services were taken. (It 
should again be noted, however, that ‘voice and broadband’ and triple-play services 
have limited geographical availability as they can generally only be received in cabled 
areas and / or areas where exchanges have been unbundled by alternative operators). 

• In terms of single-service pricing, the UK offers the lowest overall prices for three of the 
five baskets, driven by cheaper mobile services and generally lower pricing of fixed-line 
services (except for the low-usage basket 1, where the relatively higher-cost line rental in 
the UK makes it more expensive than Germany, France and the US). Basic broadband 
prices are lowest in the US and high-speed broadband is least expensive in France. 
Premium pay-TV is least expensive in Germany. 

• In terms of the ‘best deals’, France offers the lowest prices for triple-play services – 
largely driven by three-way competition between France Telecom, Neuf Cegetel and 
Free for the delivery of phone, broadband and TV services via high-speed ADSL or fibre 
networks. However, the availability of these services will be much lower than the 
equivalent services which are delivered over cable or a combination of broadband and 
satellite in the other four countries.  

• Bundled services appear to offer less value in the US than in Europe, perhaps as a 
consequence of less diversification in local markets, with the incumbent telco and the 
local cable operator typically competing in a duopoly to serve fixed voice, broadband and 
TV services to customers. 
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Figure 1.25 Comparative ‘single service’ pricing for all countries  
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Figure 1.26 Comparative ‘best offer’ pricing for all countries 
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1.5 Emerging markets: Brazil, Russia, 
India and China 

1.5.1 Introduction 

With 2.8 billion people (42% of the world’s population) and rapidly rising income levels, 
Brazil, Russia, India and China (the ‘BRIC’ nations) are becoming global economic 
powerhouses with fast expanding communications services. However, on a per head basis, 
service take-up tends to be low and their telecoms and broadcasting markets have 
developed in different ways from most other countries considered in this report. For these 
reasons we consider the BRIC countries together as a group in this section, while 
acknowledging the many differences between them. 
 
Figure 1.27 Key country data, 2006 

 
Source: IDATE / Industry data / CRTC / Ofcom / The World Bank, CIA Factbook 
* Gross National Income 
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The patterns of market development and the decisions of policy makers in these countries 
have great significance for providers and consumers of communications services across the 
globe: 

• The BRIC nations are driving much of the growth in the global communications sector. 
As a result many communications companies based in more mature markets are looking 
to take advantage of expansion opportunities in the BRIC nations and investment capital 
is pouring in. Conversely the wealth being generated within the BRIC economies is now 
starting to generate outward investment as key operators and infrastructure vendors 
seek to compete abroad. 

• The sheer number of consumers of telecoms and broadcast services in the BRIC nations 
combined with their rapidly expanding purchasing power mean that they have an 
increasing impact on the adoption of technical standards and hardware specifications. 

• The relative lack of legacy communications infrastructure in the BRIC nations means that 
they provide an interesting comparison to the UK and the other mature communications 
markets, as they are characterised by a limited fixed-line environment and faster 
development of wireless technologies.  

1.5.2 The telecoms industry in BRIC nations 

In this section we examine the mobile and fixed markets before looking at the new 
opportunities offered to operators through broadband and mobile data services. 

Massive growth in mobile penetration 

Over 660 million mobile subscriptions have been added in the BRIC countries over the five-
year period since 2001 (Figure 1.28), accounting for 40% of total new subscriptions 
worldwide. This compares with 295 million mobile subscriptions added in the 12 countries 
covered within the main body of this report. 

The biggest increase during 2006 came in India; where the extension of network coverage 
into smaller towns, lower voice tariffs, intense competition between operators and the 
introduction of subscriptions with lifetime validity (the subscription only expires if the 
operator’s licence ends or the user does not recharge with a small amount every six months) 
led to a doubling of the mobile subscription base to 150 million. Growth in China and India 
was also strong at the start of 2007; ten million subscriptions per month were added 
between them. By contrast, reported growth in mobile subscriptions slowed in Russia in 
2005 and 2006, partly a consequence of operators narrowing the definition of an ‘active’ 
subscription in order to boost the amount of revenue generated by each subscription (an 
important metric for investors). 

With penetration of mobile services now approaching the 100% mark in many major BRIC 
cities operators are now looking for growth from smaller towns and rural areas and are 
extending network coverage and targeting customers with lower incomes to help achieve 
this.  
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Figure 1.28 Mobile subscriptions 2001 to 2006 
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Source: IDATE / Industry data / Ofcom 
 
Revenue per mobile connection hides the real story 

As with the UK, mobile now accounts for more than half of all telecoms revenue in India, 
Russia and China (with revenue increases of 800%, 300% and 100% respectively between 
2001 and 2006) and just less than half in Brazil (where the market doubled). 

Revenue per connection is lower for mobile than for fixed-line voice or broadband in all of 
the BRIC countries (Figure 1.29). However, revenue per mobile user is more difficult to 
determine as pre-pay accounts for 80–95% of the mobile market in all four countries 
(compared to 66% in the UK) and a characteristic of pre-pay markets is that low switching 
costs make multiple SIM ownership more likely, as consumers seek to take advantage of 
different tariffs. For example in Russia, where handsets are sold through retail outlets rather 
than directly through operators, Euroset estimates that there were 2.3 mobile subscriptions 
for every user, meaning that mobile user penetration stood at 55% in June 2007, compared 
to connections per person of over 110%.  

Therefore actual revenue per user is higher in all four countries than the revenue per 
connection, although it is almost certainly still lower than revenue per fixed voice or 
broadband user. This reflects the fact that mobile penetration is greater than that for fixed 
line or broadband, with a large number of low-spending users. By contrast, revenue per 
broadband user is particularly high in Brazil and India due to limited competition and a lack 
of network investment which limits the addressable market. 
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Figure 1.29 Average revenue per connection by service type, 2005 and 2006 
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Fixed line markets flat in Brazil and India 

Figure 1.30 highlights the significant change in the relative penetration of fixed and mobile 
services within the BRIC countries over the five year period. Take-up of fixed line services 
has remained fairly static in Brazil and India due to high prices and a lack of investment both 
within and outside the major cities. With mobile being a cheaper and more convenient way of 
communicating in all four countries, fixed line penetration looks unlikely to achieve levels 
close to that of the UK. 

Figure 1.30 Mobile and fixed line penetration, 2001 and 2006 
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Mobile operators branching out into data services 

The large number of mobile subscribers in China (444 million in 2006) compared to the UK 
(70 million), means that, despite lower revenue per capita, the amount of revenue generated 
from mobile services in China is twice that of the UK  

Mobile voice revenue per person accounted for a greater proportion of total spend on 
telecoms in 2006 in the BRIC nations (over 80%) compared to the UK (78%). The average 
annual growth rate of mobile voice revenue per capita varied across the four BRIC countries; 
India was the highest at 49% in 2006 due to a large increase in the number of new mobile 
users; growth in Russia was strong at 34% while in China growth was lower in 2006 (10%) 
than in 2005 (12%).  

However, although voice remains the core telecoms revenue stream as it does in the UK, 
many operators in the BRIC nations, such as Vodafone (formally Hutchison) in India, are 
keen to diversify their activities with basic mobile data services particularly attractive.  

China has the most developed mobile data market of any of the BRIC nations, with 20% of 
mobile revenue generated by data services and over 429 billion text messages and 5.5 
billion MMS messages sent in 2006. The majority of this comes from sophisticated mobile 
users in the more developed cities who are using the most advanced mobile data services 
available to them. 

In contrast to China, SMS messaging in Brazil, India and Russia is still at comparatively low 
levels. SMS interconnection (where SMS messages can be sent between different 
operator’s networks), an important factor in stimulating use, was only introduced in Brazil in 
2003 and in Russia in 2002, and has probably suppressed take-up in these countries.  

Although SMS, ringtones and picture downloads account for the majority of mobile data 
revenues in all four countries a market for higher speed mobile data is starting to emerge. 
Some operators in Brazil, Russia and India have already deployed advanced technology to 
enable higher data speeds pre-3G, such as EDGE over GSM, on their existing 2G networks, 
which enables higher data speeds and expands voice capacity without the need for a new 
network. 

Licence awards for the deployment of 3G networks are expected later in 2007 in Brazil 
(using WCDMA) and by early 2008 in India (using WCDMA and CDMA2000 1x EV-DO). 
Limited rollout of 3G using WCDMA technology took place in Russia during 2007 as 
operators test the market. However, the Chinese government is not expected to award 3G 
licences until at least 2008, although operators have been trialling 3G networks extensively 
across China and once licences are awarded services can be expected to expand swiftly.   
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Figure 1.31 Mobile data and voice revenue per capita, 2005 and 2006 
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Little growth in the number of fixed lines except in China 

There was a small increase in the number of fixed lines in Brazil, Russia and India between 
2001 and 2006 (Figure 1.32). However in China the figure grew by 79%, driven by the roll-
out of fixed lines outside the main cities as part of a government policy designed to 
encourage greater economic development. 

Figure 1.32 Total fixed exchange lines (PSTN and ISDN) 
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Low availability limits broadband uptake  

The number of broadband connections within the BRIC countries broadly mirrors the number 
of fixed lines. Perhaps surprisingly, Russian penetration stands at just 2% (Figure 1.33), 
although expansion of DSL and fibre coverage and competition between subsidiaries of 
Svyazinvest, the state-owned telecoms holding company, and alternative broadband 
providers has created strong growth in 2007. 

The cost of extending broadband penetration through fixed-line DSL and fibre has limited 
availability outside the major cities. Less expensive alternatives such as HSDPA and LTE 
are being considered as viable alternatives, both within cities and in rural areas, although 
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these technologies are less developed than DSL. WiMAX is also being trialled by TVA in 
Brazil; Bharti, BSNL and Reliance in India; Comstar-UTS; and Golden Telecom in Russia.  

Figure 1.33 Broadband connections per 100 households, 2006 
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The rise and rise of mobile 

Telecoms revenue increased substantially in each of the BRIC countries between 2002 - 
2006 (Figure 1.34). Growth has come primarily from mobile where rapidly growing 
disposable income and significant investments in infrastructure have driven a sharp rise in 
adoption.  

By contrast, following four years of slow growth, fixed line revenues declined in 2006 in 
Brazil, China and India, as pressure on voice pricing and fixed-to-mobile substitution began 
to have an impact. The recent rapid expansion of fixed-line infrastructure outside of the 
major urban centres of Russia helped an increase in fixed line revenue of 9% in 2006, 
although this was down from 12% in 2005.  

Figure 1.34 Telecoms revenue by service type, 2004-2006 
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1.5.3 The television industry in BRIC 

Russia’s television industry expanding fast thanks to growth in advertising 

The BRIC countries started on the path towards television market liberalisation relatively 
recently. This has had a significant bearing on the rate at which their television revenues 
have grown (Figure 1.35).  

Of the four nations, Russia’s TV industry revenue was the smallest in 2006 (£1.6bn), though 
it expanded fastest (at 29% annually) since 2001, reflecting the growing attractiveness of the 
medium to advertisers; by 2006 advertiser revenue accounted for 89% of total industry 
revenue. Indian revenue also expanded rapidly over the same period, rising at an annual 
rate of 24% to total £2.9bn in 2006. But the underlying driver was subscriptions, not 
advertising – reflecting the popularity of, for example, the Star TV service which in turn may 
have been driven by the younger age profile of the Indian population. 

The Chinese and Brazilian television industries have grown more slowly. Nevertheless the 
Chinese industry doubled in size between 2001 and 2006, and now has annual turnover of 
£5bn, driven by increases in both advertising and subscription revenue that were in turn 
prompted by the Chinese government’s progressive commercialisation of its television 
industry.  

Figure 1.35 Television industry turnover 
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Source: World Television Markets 2006, IDATE 
 
But Brazil’s market generated the most revenue per capita 

The picture on a per capita basis exposes differences in economic prosperity between the 
BRIC nations (Figure 1.36). Television industries in Russian and Brazil are the best 
developed of the four, generating £22 and £11 per capita respectively in 2006. The relative 
economic strength of these countries when set beside India and China is likely to be a 
significant explanatory factor for their higher per capita revenues. But all four industries 
remain substantially smaller on a per capita basis than those in North America and Europe; 
for example, the UK and US industries generated £165 and £236 respectively in 2006. 
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Figure 1.36 Television industry revenue per capita, 2006 
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Source: World Television Markets 2006 (IDATE) and Ofcom analysis 
 
Advertising and subscriptions are key components of revenue mixes in BRIC 

In all the BRIC nations, the television industries are almost wholly dependent on commercial 
sources of revenue. But the mix of commercial revenue varies dramatically (Figure 1.37). 
Advertising revenue is the principal source of funding in Russia and Brazil. By contrast, pay 
television is developing in China and is well established in India, with the result that 
subscriber revenue plays a larger role in both their industries.  

Figure 1.37 Per capita sources of industry revenue, 2006 

Proportion of funding by source (%) 

£14.50

£9.80

£0.90

£2.00

£58

£67

£7.30

£1.10

£1.70

£1.80

£41

0%

20%

40%

60%

80%

100%

BRA RUS IND CHN UK

Public funds

Subscription

Advertising

£21.80 £11.00 £2.60 £3.80 £166

£14.50

£9.80

£0.90

£2.00

£58

£67

£7.30

£1.10

£1.70

£1.80

£41

0%

20%

40%

60%

80%

100%

BRA RUS IND CHN UK

Public funds

Subscription

Advertising

£21.80 £11.00 £2.60 £3.80 £166

 
Source: World Television Markets 2006, IDATE and Ofcom analysis 
Note: Figures inside the bars represent industry revenue per capita; the UK has been added for comparative 
purposes 
 
Digital television has yet to take off in the BRIC countries 

Lower per capita revenue among the BRIC countries may also be explained by the absence 
of the technological advances that have driven the development of television industries in 
North America, European and Japan – and the additional revenue streams they yield. Digital 
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television is in its infancy and the majority of consumers still rely on analogue services 
(Figure 1.38). Indian homes have made the greatest progress towards digitisation of 
television services, but even there fewer than four in a hundred homes have access to it. By 
way of comparison, among the twelve remaining countries analysed in this report, an 
average of 35% of homes have their main television set are connected to a digital decoder.  

Figure 1.38 Homes connected to digital and analogue platforms in 2006 
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Source: World Television Markets 2006, IDATE 
Note: The UK has been added for comparative purposes 
 
Terrestrial television the main means of reception in all but India 

Nine in ten Brazilians and eight in ten Russians only have access to the relatively limited 
range of channels available on analogue terrestrial television (Figure 1.39), with satellite 
service providers such as Net Servicos/Sky Brazil in Brazil and Kosmos TV in Russia 
attracting a relatively small number of subscribers. But the cable platform is more popular in 
China, where 30% of homes have a connection; it is most popular in India where over ten 
million homes take a connection from companies such as Hathway cable and IN Cablenet, 
offering customers access to a wide range of regional language channels.  
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Figure 1.39 Reception devices connected to the main television set 
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Source: World Television Markets 2006, IDATE 
Note: The UK has been added for comparative purposes 
 
Over 70% of homes in India and 36% in China take pay-TV  

The relatively high availability of analogue cable in India means that nearly three quarters of 
households receive pay-TV services, while in China the availability of both analogue cable 
and analogue satellite services account for 36% of television households (Figure 1.40).  

By contrast, the dominance of the analogue terrestrial channels in Brazil and Russia is 
reflected in low take-up of pay-TV services. In Brazil less than 10% of households receive 
pay-TV (although subscription revenues from these households account for over 30% of 
total television industry revenue), and in Russia only 16% of houses receive pay-TV.  

Figure 1.40 Proportion of homes with free versus pay television 
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Source: World Television Markets 2006, IDATE  
Note: The UK has been added for comparative purposes 
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1.5.4 The radio industry in BRIC 

Fast growth in radio markets across BRIC nations  

In nations where access to television is not ubiquitous, the role of radio in society can be 
more akin to that of television in the West. The Chinese radio market is the largest of the 
BRIC nations at just over £200m in 2006, followed closely by Russia at £190m. For all the 
BRIC nations the majority of radio revenues come from advertising – like their TV industries, 
there is little or no public funding, and while subscription radio is available in India, it has yet 
to reach Brazil, Russia or China.  

In parallel with its television industry, Russia’s radio market has grown fastest among the 
BRIC countries over the last four years, expanding by an average of 32% per annum since 
2002 (Figure 1.41). The radio market in India has also more than doubled in this time (again 
in a parallel with its television industry), up from £23m in 2002 to £57m in 2006, fuelled by 
rapid growth in radio listening with an increasing number of FM stations. 

Per capita, the Russian radio market is most well-developed with £1.33 of revenue 
generated per head in 2006 compared to £0.61 in Brazil. The equivalent figures for India and 
China are much lower, partly due to the much larger populations covered, but mostly as a 
result of lower levels of economic development. In India radio revenues generated equated 
to just 5p per person; the equivalent figure in China was 15p.  

Figure 1.41 Radio revenues across the BRIC nations 

Total revenue (£bn) 

£59m £63m

£23m

£104m
£115m

£190m

£57m

£204m

£0

£50

£100

£150

£200

£250

BRA RUS IND CHI

2002 2006

18%

Annualised growth rate (%)

32% 25% 18%

 
Source: Ofcom analysis using data taken from PricewaterhouseCoopers Global Entertainment & Media Outlook 
2007-2011 
Note: An exchange rate of $1.84/£ has been used. Interpretation of data is solely Ofcom’s responsibility.  
 
Indian radio market has highest share of ad spend 

Radio advertising’s take of total advertising expenditure varies substantially by country 
(Figure 1.42). Possibly due to the rising popularity of television advertising in China, radio 
accounts for just 2% of all advertising expenditure. The Indian radio advertising market is 
substantially more developed, accounting for 5.3% of all advertising spend. In Brazil and 
Russia radio commands 2.6% of all advertising revenue - a little lower than in the UK (at 
3.4%). 
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Figure 1.42 Radio industry revenues per capita and as a proportion of ad spend 
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Radio reaches over a quarter of the population of India  

The availability of listening data for BRIC nations is generally limited but data for India and 
China suggest that the top radio services can reach a substantial proportion of these large 
populations.  

According to statistics from the National Readership Studies Council (NSRC), radio listening 
is growing rapidly in India and now enjoys a weekly reach of around 27%, a figure 
comparable to newspaper readership. FM is popular and has grown by 55% in two years to 
119m listeners. The FM services of radio operator AIR reportedly attract a weekly audience 
of around 70m listeners (or 8.6% of the population), with main station Akashvani attracting 
around 68 million listeners. AIR’s network covers around a third of the Indian population. 
Leading private FM stations include: Radio Mirchi with 51.4 million weekly listeners (6.3% 
reach); Radio City, which registers 44.6 million listeners (5.5%) and Red FM which reaches 
22.2 million (2.7%) weekly.  

Listening share in China splits three ways - 15% to national stations, 60% to stations in the 
provinces and 25% to local municipal stations. Leading stations include the national ‘Voice of 
China’ which had a listening share of 8% in 2005. The other large stations are regional and 
are based in the larger cities of Beijing, Shanghai, Guangdong and Tianjin. 

Digital radio set for take-off  

Digital radio is seen as key to the future development of the sector in all four countries. As 
Figure 1.43 illustrates, trials and limited commercial launches are taking place in all four 
countries, although the Brazilian market is most developed with 16 stations broadcasting in 
DAB by the end of 2006. Perhaps most ambitious of all, India is targeting digital switchover 
in 2016.  
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Figure 1.43 Timeline of digital radio developments  
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2006 Sept: Official launch of commercial DAB/DMB services, 
licences issued by SARFT. Aim to cover 100m people in the 
Guandong province, Beijing and Shangai
2007 Twenty digital radio services available in Beijing, 12 in 
Shangai, Two in Guandong
2007 Trials of DAB/DMB ongoing in regions and Hong Kong,
Launch of terrestrial digital TV, mobile and radio broadcasts

1997 First trial DAB transmissions by AIR in New Dehli
2005 Re-launch of DAB services by AIR
2006 Govt reviewing the ‘Tenth Plan’ for next 5 years of radio 
development in India
2006 One regional DAB mux with around 10% population 
coverage
2006 Trials of DMB in Mumbai
2007 Six public stations currently available, in New Dehli, with 
Calcutta, Mumbai, Chennai to follow
2007 MoTV Consortium including AIR plans to launch wider DMB 
services. DRM and DVB-H also being considered
2015 Target for digital switchover in India

2006 Conference on World DAB and Mobile TV in Russia  
Involving Russia’s 3G Association and the World DAB forum 
with the aim to develop DAB/DMB technologies in Russia

2006 Russia applies for and receives DAB frequencies for 
along border areas of the country

Russia

2005 Sept: HD Radio roll out in Sao Paulo, first South American 
city to have HD radio – Kiss FM
2006 June: Roll out of ISDB-T based SBTVD-T (Sistema 
Brasileiro de Televisão Digital-Terrestre) for digital terrestrial 
broadcasts
2006 Nov: Brazilian broadcasters announce the launch of the 
‘Brazilian Alliance for Digital Radio’, with 2,500 member stations
2006 Sixteen stations in Brazil broadcasting on HD Radio
2016 Target for full implementation of SBTVD-T across Brazil

Brazil

 
Source: Ofcom 
 

1.5.5 Conclusion 

This section has highlighted how the BRIC nations have developed into some of the world’s 
biggest communications markets, generating huge revenues from large, expanding 
consumer bases. The time taken to achieve key take-up milestones within each country is 
unprecedented, and the growth rate of communications revenues contrasts sharply with that 
of slowing revenue growth in mature markets.  

Growth in the number of users of communication services within the four countries will 
continue; driven both by penetration into lower income segments, through the expansion of 
coverage and the continuation of falling prices, and also rising economic prosperity in 
smaller towns and rural areas. 

At the higher end of the market, revenues and innovation are driven by demand for the latest 
advanced communications technologies from a large and increasingly affluent population 
with income levels and consumption patterns comparable with those in developed markets. 

Historically the gap in time between communications technologies being rolled out in the 
mature markets of Asia, Europe and North America and in developing countries has been 
considerable due to the huge infrastructure investment required in large, diverse countries. 
Now, not constrained by the legacy infrastructure inherent in mature markets, 
communication providers in the BRIC nations are deploying advanced technologies in 
parallel with those in mature markets, or in some cases developing their own advanced 
technologies, such as the 3G technology TD-SCDMA in China, or contributing to the creation 
of international standards such as 4G. 

Government and regulators within each of the four BRIC countries face their own different 
sets of challenges in managing the continuing growth of the communications sector. They 
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must balance the desire to extend the reach of basic communications services down into 
lower income segments, so as to provide the conditions for broader economic development, 
with the creation and maintenance of a competitive environment that facilitates innovation 
and investment. 

As they address these challenges, there are perhaps lessons to be learnt from countries 
such as the UK that have long sought to balance the requirement for market-driven growth 
with universal service obligations. But equally, there are things to learn from the BRIC 
nations for the UK and other countries with mature communications sectors. These include: 

• Industries in the mature communications sectors are competing for investment capital 
with those in the BRIC economies. In order to attract funds, they may therefore need to 
innovate even more, if they are to match the growth achievable from simply investing in 
driving take-up, using established technologies, in the BRIC nations. 

• The sheer scale of the BRIC economies means that they are having an increasing 
impact on technical standards and hardware specifications. Choices over 3G and 3G+ 
technologies, for example, will have a major impact on global investment handset and 
network technology. 

• In both developed markets and the BRIC nations, rapid growth in the communications 
sector can contribute to economic growth but can also lead to exclusion among some 
sections of the population. The BRIC nations have, in some respects, addressed this by 
by-passing the development of a fixed-line infrastructure and moving straight to more 
affordable technologies. This offers an interesting example to countries in more mature 
markets that are looking to wireless as a lower-cost alternative to replacing copper-wire 
access infrastructure with fibre capable of delivering high-bandwidth services. For 
example, deployments of WiMax in India, Brazil and Russia are paralleled by investment 
in WiMax as a mobile broadband technology by Sprint Nextel in the US.  
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2.1 The meaning of convergence 
2.1.1 Defining convergence 

Ofcom’s 2007 UK Communications Market Report analysed the communications sector 
through a value chain structure. It did not propose one immutable definition of convergence, 
as the technologies and consequences of converged services and devices are changing all 
the time. Instead it looked at the ways in which communications are created, distributed and 
received according to the schema shown below. 

Figure 2.1 The converged communications value chain 

Content and voice Packaging Distribution Device Navigation Consumption

 

Source: Ofcom 

A lack of available data means that analysing each of these segments for the seven key 
comparator countries is beyond the scope of this report. Instead this chapter will focus on 
the areas where the impact of convergence has been greatest, namely: 

• content and voice and packaging – similar content is often packaged for distribution to 
the TV, computer and mobile phone. An abundance of content is generated by users, 
and new questions are being raised about how best to manage rights; 

• distribution – some network types are now able to transmit multiple forms of content; for 
example 3G mobile, DAB and internet technologies can all carry voice, data and audio-
visual content. This chapter will focus on services enabled by Internet Protocol (IP) 
technologies; 

• devices – many devices are now capable of receiving multiple wireless signal types, for 
example some mobile phone handsets can receive a combination of 2G, 3G, Bluetooth, 
WiFi and DVB-H; and 

• consumption – the consumption chapter reports on how the internet is being used in 
different countries, both in terms of the impact it is having on offline media consumption 
and also in the type of content consumed. We also look at the use of the multiple 
functions available on many mobile handsets.  

Before looking at recent developments in these areas, this introduction will examine the 
revenues generated by selected converged media, the growing importance of the internet in 
the advertising market, and the development of multi-service offerings or ‘bundling’. It will 
also consider how convergence is opening up the value chain, which is leading to both 
collaboration and competition and driving policy debates. 

2.1.2 Online revenues 

Across the key comparator countries, online TV and video revenue per capita is highest in 
the US, at almost £1 per capita in 2006. There is a noticeable gap between the revenue per 
head in the English speaking countries and those of our other key comparator countries, all 
of which generate £0.1 or less per head of population. (Figure 2.2). 
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Figure 2.2 Online TV and video revenue per capita, 2006 
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The situation is slightly different as far as digital music is concerned. Although the US still 
leads the field with revenue per capita of £2 in 2006, Japan is not far behind, and in terms of 
digital music sales to mobile phones only, its revenue per capita is twice as a high as in the 
US. Distribution to mobile is also particularly prevalent in Italy, where mobile sales 
accounted for 70% of digital music (Figure 2.3). 

Figure 2.3 Digital music revenue per capita, 2006 
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Source: Ofcom calculations based on International Federation of the Phonographic Industry data 

2.1.3 Advertising revenues 

Online advertising increases market share in all global regions 

The internet is attracting an increasing share of advertising spend in all key comparator 
countries, although this share is growing at markedly different rates, from a 0.7 percentage 
point increase in Italy over the last five years to a 12.7 percentage point rise in the UK. 
(Figure 2.4).  
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Figure 2.4 Internet advertising spend as share of total advertising 

0%

5%

10%

15%

2002 2003 2004 2005 2006

Sh
ar

e 
of

 a
dv

er
tis

in
g 

sp
en

d 
(%

) UK

FRA

GER

ITA

USA

CAN

JPN

 

Source: World Advertising Trends 2007, WARC 

The importance of online advertising is also evident from some of the partnerships, mergers 
and acquisitions involving global media companies that have recently taken place. Many 
major target companies have been websites which facilitate the online trading of internet 
advertising, firms providing online advertising services and software, and websites hosting 
user-generated content or providing social networking services. 

Figure 2.5 Major media company online advertising deals  
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2.1.4 Multi-service offerings or ‘bundling’ 

In its most basic form, convergence is manifested in the range of multi-service offerings or 
‘bundled’ services, which are available in all of our key comparator countries. These consist 
of two or more fixed-line, mobile telephony, internet and television services. In many 
countries, bundling has been driven by the cable operators, as they were the first to have the 
necessary network infrastructure in place to deliver multiple services. However, relatively few 
cable companies offer quad-play services comprising all four services, since most do not 



The International Communications Market 2007 

66 

have a mobile network, although key exceptions include Virgin Media (UK), Rogers 
Communications (Canada) and Bright House Networks, Comcast, Cox Communications and 
Time Warner in the US.  

The mobile component of cable quad-play services is provided in different ways. Rogers has 
its own proprietary mobile network while Virgin Media operates as a Mobile Virtual Network 
Operator (MVNO), providing services through T-mobile’s physical network. The four US 
cable operators have a launched a service called Pivot in partnership with the Sprint mobile 
network in selected regions of the country. In addition to the mobile service, Pivot 
subscribers receive their cable operator’s TV and email service on their mobile, as well as 
unlimited calling between the cable operator’s digital phone service and their mobile. The 
Pivot service is billed alongside the cable services, making it appear to be a largely 
seamless quad-play from the consumer perspective. 

Most incumbent telecoms operators have expanded into mobile services and internet 
access, with TV the final element to be added into the quad-play mix. Across our key 
comparator countries, all of the incumbent telecoms operators offer all four services, 
although some do not promote them as a quad-play bundle. For example BT (which does 
not own its own mobile infrastructure) and Deutsche Telekom do not market a quad-play 
bundle.  

Internet service providers in France and Japan also offer all four services, although they are 
not necessarily marketed as a quad-play bundle. They are able to achieve this by offering 
fixed voice though VoIP technology, securing carriage agreements with the TV channels and 
either acquiring a mobile operator or licensing an MVNO. 

2.1.5 Collaboration and competition across the value chain 

Digital technologies have opened up the communications value chain, allowing operators to 
collaborate more extensively with those from other segments in the value chain, and making 
it easier for them to broaden their operations in an effort to increase revenue. This has been 
one factor behind an increase in internet traffic, which has led to an intense debate over who 
should carry the distribution cost of content-rich services, the so-called ‘net neutrality’ issue 
(see the regulatory landscape section). 

Collaboration across the value chain 

Deals and partnerships between players in different parts of the communications value chain 
are being struck in many of the countries examined in this report. Many are between content 
suppliers, whose bandwidth requirements are increasing, and distribution networks, some of 
which are now able to carry much more content than previously. However, collaboration can 
also be between network owners and manufacturers, as functions such as video calling are 
added to games consoles. The table below lists just a few of the international deals involving 
UK companies over the last twelve months that include players from across the value chain.  
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Figure 2.6 Selected deals and partnerships between players in adjacent markets 
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Source: Ofcom 

Competition across the value chain 

Convergence also allows operators to expand into previously adjacent markets, thereby 
entering into competition with a whole new range of operators. The attractiveness of this as 
an option depends very much on market conditions. For example, in Germany, satellite and 
cable penetration were much higher than in France at the time when digital technologies 
made IPTV services feasible. Consequently, in Germany local loop unbundlers launched 
IPTV services much later (in 2006) than they did in France, where two operators began 
offering services in 2003. 
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In France Orange has moved into content packaging by launching channels such as Orange 
Sports TV on its IPTV service. It has also acquired some exclusive content including films 
like Arthur and the Minimoys, a seven-channel French Open tennis package and rights to 
the Rugby World Cup. Additionally, Orange’s IPTV proposition offers its customers a 
‘CanalSat Premium’ pack and the ‘Canal+ Le Bouquet’ pack; these include the premium film 
and sports content that is also available over the CanalSat ADSL and satellite networks.  

In the UK Virgin Media launched its first branded channel, Virgin 1, on digital terrestrial, 
cable and Sky’s satellite services in October 2007. The channel will be a rival to Sky One, 
thereby ramping up Virgin’s competition with BSkyB in the realm of content, in addition to the 
already fiercely-contested distribution market. Virgin 1 has commissioned content such as 
Crime Invasion for its new channel, as well as taking content from other Virgin Media 
channels such as Living, Bravo and Trouble. 

In Italy, the incumbent Telecom Italia also has its own media company, Telecom Italia 
Media, which packages content through the La7, MTV Italia and APCom channel brands. 
La7 focuses on news and current affairs, APCom on domestic and international politics and 
business, while MTV Italia is a multi-channel music network. The company has also recently 
launched Qoob TV, which offers cartoon and movie content for TV, the internet and the 
mobile phone. In content, Telecom Italia competes with Sky Italia, the pay-TV operator, 
which provides much of the content for the country’s IPTV and mobile TV operators. 

Carrying the cost of converged services 

The increasing availability of content-rich services over the internet is a source of debate 
between players right across the communications value chain. The discussion has been 
intensified recently by the launch of the BBC iPlayer in the UK and the popularity of the Daily 
Motion user-generated content video platform in France. The high bandwidth required to 
view content from such services has caused UK-based ISPs to warn that they may have to 
restrict access to the service unless the BBC contributes to the cost of streaming videos over 
the internet. Similarly, French operator Neuf Cegetel has had a dispute with Daily Motion 
over the price of its peering agreement. 
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2.2 Converging industries 
2.2.1 Content and voice 

Mixed-media formats now a reality 

The increased availability of networks and devices over which audio-visual content can be 
distributed and received means that ‘mixed-media’ formats, whereby similar content is 
packaged for the television, the computer and the mobile handset, are now a reality for 
content aggregators, distributors, advertisers and users. Content repackaging is being led by 
the mainstream broadcasters, and involves not only ensuring that the content is accessible 
over the available networks and devices, but also adding extra content with which to exploit 
the opportunities afforded by different media, such as ringtones or wallpapers. 

Examples of mixed-media formats include: 

• HBO series such as Six Feet Under, Sex and the City and The Sopranos, which are 
available over the AT&T mobile network in the US, either as full length episodes or short 
clips. Ringtones, games and graphics are available for download to mobiles and 
customers can also get themed screensavers or instant messenger icons from the HBO 
website;  

• Canada’s CBC news, sports and political satire programmes, which can be watched 
online along with a large amount of archive material. CBC hourly news updates are 
available to mobile phone users, and news headlines for a range of subjects and regions 
can be received in response to a text message; and  

• the BBC’s Heroes website, which hosts clips from episodes, video interviews with actors, 
podcasts from the radio show and interactive video games. The series also has a 
dedicated website for mobiles.  

The above examples are just three from the vast array of multi-platform content which is now 
the norm for many mainstream broadcasters. For example, in the US, broadcasters with 
content available on the internet include: ABC, CBS, CNN, Fox TV, and NBC Universal. In 
the UK, the BBC, ITV, Channel 4, Five, Discovery, ITN, MTV and BSkyB all offer content 
online. A broadcaster’s online content service may consist of programme clips, on-demand 
films, or live streaming. In the US the online content services are mostly supported by 
advertising, whereas the funding mix in the UK includes the licence fee, subscriptions, pay-
per-view, download-to-own charges and advertising. 

On the mobile platform, many content distribution deals have been struck in 2007. According 
to Informa, there were 11 mobile TV deals in July and August alone, including T-Mobile’s 
launch of Sky Mobile TV, Verizon Wireless adding a new channel to its V Cast Mobile TV 
service and MediaFLO partnering with CBS to launch a real time Big Brother broadcast. The 
most popular TV genre on mobile varies by country: according to M:Metrics, music 
predominates in the US and Spain, in the UK and Italy consumers prefer sports action or 
news, while in Germany local, national and international news clips are most popular.  

Digital technologies have consequences for rights and piracy 

The repackaging of content for different networks and devices is being led by broadcasters, 
as they own valuable content rights, possess a brand capable of driving take-up across 
multiple platforms, and can therefore exploit new platforms to increase revenues. They also 
stand to lose most through the operation of illegal distribution business models or piracy. 
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This seems to be a particular problem in Poland, according to figures from the Motion 
Picture Association, which estimates that it suffers piracy rates equivalent to a loss of 66% of 
revenues (Figure 2.7). 

Figure 2.7 Estimated share of potential revenue lost to piracy, 2005 
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Source: Motion Picture Association (MPA)  
Note: Estimates of potential revenue losses to piracy are based on the number of legitimate movies (i.e. movie 
tickets and legitimate DVDs) that consumers would have purchased if pirated versions were not available. 

In developed countries with widespread broadband take-up, the demand for hard-format 
pirate DVDs has fallen over the last few years, as films are instead downloaded legally and 
illegally or shared via peer-to-peer networks. The International Federation of the 
Phonographic Industry reports that professionally pressed pirate discs accounted for less 
than 25% of DVDs seized in 2006 and only 3% of CDs. The remaining seizures consist of 
recordable CDs or DVDs or blank discs. 

Digital distribution over the internet presents a conundrum for content rights owners. On the 
one hand they may want to use online distribution to meet consumer demand, increase 
revenues and beat professional piracy. However, on the other hand they may be exposed to 
revenue loss. 

In order to make downloading via the internet as attractive as possible to consumers, 
content packagers are making video available in different ways: 

• Download-to-own (DTO) Consumers purchase a permanent download. This is offered, 
for example, by Coolroom (UK), CanalPlay (FRA) and the iTunes store (US). 

• Video on demand (VoD) Consumers rent a temporary download or buy temporary 
access to a stream. This if offered, for example, by Lovefilm (UK), Arcor (GER) and 
Rosso Alice (ITA). The time the viewer has to watch the film varies; Lovefilm downloads 
are available for 5-7 days whereas Arcor downloads must be watched within 24 hours. 

• Subscription video on demand (SVoD) Consumers pay a monthly fee in exchange for 
as many temporary downloads and streams as they can view. This is offered, for 
example, by MovieFlix (UK, international), CinemaNow (UK, international) and 
One4Movie (GER). 

• Advertising funded Consumers can stream or download content for free in exchange 
for watching adverts. October 2007 saw the beta launch in the US of Hulu, an online 
video service founded by NBC Universal and News Corp, which offers viewers the 
opportunity to watch on-demand full-length primetime programmes and feature films.  
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Of these, Screen Digest figures suggest that Video on demand is the more commonly-used 
method, with France selling the most VoD films per head in 2006. However, the greater 
popularity of download-to-own in the US means that in total, marginally more films were 
downloaded per capita in the US than in any of the other countries surveyed (Figure 2.8). 

Figure 2.8 Sales of online films per 100 population, 2006 (VoD/DTO) 
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Source: Ofcom calculations based on Screen Digest data 

The impact of digital technologies on music is different as rights are managed collectively. In 
the UK the body representing music writers, composers and publishers is the MCPS-PRS 
Alliance. It exists to collect and pay royalties to its members when their music is recorded, 
performed, broadcast or otherwise made publicly available. The alliance is also able to 
license music for online and mobile distribution across Europe, following a recent 
recommendation from the European Commission that rights holders should be free to 
choose how to license their online and mobile rights across the continent. 

Consequently organising the rights to deliver music online and over mobile is simpler than 
for audio-visual content, and the barriers to entry for content distribution are lower. As a 
result, the digital challenge to the radio industry comes not only from peer-to-peer file-
sharing, but also from the ease of setting up digital music radio stations. 

User-generated content goes mainstream 

Digital technologies have given consumers greater power to record and distribute their own 
content, and many websites exist to help facilitate this. However, the phenomenon is not 
new. Radio phone-ins and programmes which show viewers’ home videos, such as You’ve 
Been Framed (UK), America's Funniest Home Videos and Fun TV with Kato-chan and Ken-
chan (JPN), were conceived long before digital technologies were widely used to upload 
content.  

However, many consumers now own and use devices with which they can create their own 
digital content. For example, in addition to making voice calls and sending SMS text 
messages, many mobile phones are now used to create other forms of content, in particular 
still photos and videos. Consumer research conducted for this report shows that this is 
particularly popular in Japan, possibly connected to the greater use of mobile data services 
in Japan than in North America or Europe (Figure 2.9).  
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Figure 2.9 Use of the mobile phone to record and store photos 
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Source: Ofcom research, October 2007 

However, people in Japan use the internet to upload photos onto websites less than in the 
other key comparator countries. This may suggest that they share photos privately on a 
mobile or other device rather than making them publicly available. By contrast in the other 
key comparator countries, over 40% of internet users upload photos onto websites (Figure 
2.10). 

Figure 2.10 Use of the internet to upload photos and video onto a website 
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Now that digital cameras, and, to a lesser extent, video cameras, have been widely adopted, 
and numerous hosting websites are available, audio-visual user-generated content has 
proliferated online. One consequence of this is the desire of many of these websites to 
improve the quality of the content they offer. One way to address this issue is to share 
revenue with creators, in an effort to attract content with higher production values. One 
company trying this business model is Revver, a video-sharing platform, while the launch of 
Clipstar in October 2007, where people vote for their favourite video and the most popular 
item wins a cash prize, is also a development of this trend.  

In fact, professionally-produced material has been available on user-generated content 
websites for some time. On 2 November 2007, the three most-viewed channels ever on 
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YouTube.com were created by professional American TV and music producers - Universal 
Music Group, CBS and Warner Bros Records (Figure 2.11).  

Figure 2.11 YouTube.com channels with most views of all time on 2 Nov 2007 
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Source: YouTube.com 

This trend looks set to continue with YouTube announcing in June 2007 that it had signed 
content deals with the BBC, France 24, Antena 3 and Cuatro TV in Spain, and VPRO and 
NPO in the Netherlands.  

Web 2.0 websites develop local language versions 

Several user-generated content sites are starting to offer new local language versions. 
YouTube has announced the launch of sites for Brazil, France, Ireland, Italy, Japan, 
Netherlands, Poland, Spain and the UK, while in July 2007 News Corp announced that 
MySpace had 18 localised communities in seven different languages including French, 
German, Italian and Japanese, and a beta version for Brazil. News Corp also announced in 
April 2007 that a Chinese version of MySpace had launched in beta, although at the time of 
writing this is not accessible from the international map on the MySpace website. 

Another web 2.0 site with international versions is Wikipedia, which offered French, German, 
Italian, Swedish, Spanish, Chinese and Japanese sites within four months of the English 
language launch in 2001. At the time of writing there are over 250 different language 
Wikipedias, including some which use historical languages such as Anglo-Saxon. 

There are more articles on Wikipedia in English than in any other language, while Spanish 
ranks only ninth in terms of volume of articles, behind some countries which have a much 
smaller native speaker base, such as Poland, Italy and the Netherlands. And taking into 
account the relative native speaker base, there are seven times as many articles per English 
native speaker as there are per Spanish speaker (Figure 2.12). This might partly be 
explained by the fact that internet penetration is higher among English than Spanish native 
speakers.  
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Figure 2.12 Wikipedia number of articles, June 2007 
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2.2.2 Network convergence 

We use the term network convergence to refer to distribution networks that can carry more 
than one type of content. Internet Protocol networks are an obvious example, able to carry 
voice, text and audio-visual content by transporting it as data packets.  

IPTV available in all key comparator countries 

IPTV services deliver audio-visual content as well as additional services such as text and 
data over internet protocol. The television offered is ‘linear’ and ‘of broadcast quality’ (i.e. 
similar to programmes viewed over digital terrestrial, satellite and cable), although the 
increasing use of digital video recorders and the availability of high-bandwidth services are 
starting to make these terms redundant. 

There are several differences between IPTV and television content delivered over the 
internet:  

• Network management. An IPTV network is a closed and managed network, in which 
content is distributed to subscribers connected to operator exchanges. By contrast the 
internet is open and does not recognise national boundaries;  

• Content. The IPTV operator controls the content it packages and distributes, whereas 
any user with the tools to do so can upload content on to the internet; and 

• Quality of service. An IPTV service tends to be more reliable and guarantees its service 
quality, whereas TV over the internet is subject to the capacity available and the number 
of other people viewing high-bandwidth content at the same time. 

The table below lists selected IPTV services available in the key comparator countries. 
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Figure 2.13 Selected IPTV services 
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France is the IPTV market leader 

Of the key comparator countries in this report, France is the clear leader in IPTV, both in 
terms of number of subscribers (1.5 million) and in share of digital TV subscribers (6.1%). 
Before recent consolidation there were eight operators in France – two of the smaller 
operators, AOL France and Club Internet, were recently acquired by Neuf Cegetel. Many 
IPTV operators in France provide basic IPTV packages ‘free’ or for a small additional charge 
to broadband customers, but also offer a range of premium content comprising repackaged 
channels from the pay-TV satellite operator. 

Although France was not the first country to launch IPTV (both the UK and Italy already had 
services in operation when France Telecom and Free Telecom launched), it was still a 
relatively early entrant and its operators benefited from more advanced existing network 
infrastructure. The operators also benefited from the low multichannel penetration in France 
at the time of launch, making an IPTV service a comparatively attractive proposition.  



The International Communications Market 2007 

76 

The French market was initially driven by an aggressive operator, Free, which developed 
innovative pricing strategies. At the time of writing Free offers a triple-play service 
comprising fixed voice, broadband and IPTV for 29.99 Euros/month (although TV is 
reportedly not available to some subscribers for technical reasons). It is not possible to opt 
for only one or two of the services, and unlike several other operators in France, Free does 
not help with equipment installation.  

Figure 2.14 IPTV subscribers, 2006  
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Over 10% of broadband subscribers take VoIP in France and Japan 

Voice calls have been carried via internet protocol over the backbone network for many 
years; the more recent innovation is the ability to connect a phone to the broadband access 
network, removing the need for access to a publicly-switched telephone network. VoIP 
services are offered both by ‘pureplay’ operators such as Skype, which provides the 
software for a PC or mobile phone to convert voice into data packets, as well as by telecoms 
and cable operators which can offer the service over their broadband networks. 

Figure 2.15 VoIP subscribers per 100 population 
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VoIP is now well established in many countries, with over 10 subscribers per 100 population 
in Japan and France (excluding those who make PC to PC calls). Take-up of VoIP in Japan 
has been driven by the telecoms operator Softbank, while in France, VoIP has become a key 
component of telecoms operators’ efforts to retain customers and acquire triple-play 
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subscribers, which seems to outweigh any cannibalisation of revenue they might suffer (see 
Figure 2.16). As a result of the increased share of minutes that are being sent over IP, fixed 
voice revenues in France have fallen by almost a quarter over the last two years, even 
though fixed voice volumes have remained broadly constant. 

Figure 2.16 VoIP share of the fixed telephony market in France 
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2.2.3 Device convergence 

Device convergence in the mobile handset is manifested both by the number of signals 
some handsets can receive, for example 2G, 3G, WiFi, HSDPA and Bluetooth, as well as by 
the range of functions contained within a single device. For example, Ofcom research shows 
that between 37% and 82% of internet users across our key comparator countries use their 
mobile phone as a camera (Figure 2.17). 

Figure 2.17 Use of non-voice and text functions on the mobile phone 
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Source: Ofcom research, October 2007 
 
Informa data show that the majority of handsets produced in June 2007 by five of the main 
manufacturers incorporated an advanced mobile internet browser, illustrating industry’s 
belief that both the network infrastructure and consumer demand are now sufficiently well 
developed to make widespread use of the mobile internet possible (Figure 2.18). However, 
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only one of the 66 handsets launched in June 2007 was capable of receiving mobile TV 
(Samsung’s SPH-W2400), indicating that this service is far from a mass market proposition.  

Figure 2.18 Functionality of selected mobile handsets launched in June 2007 
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Italy first to offer commercial broadcast mobile TV in Europe 

TV and video can be distributed over a number of different networks to mobile phones. 
Unicast mobile TV uses mobile networks to stream and download content. This technology 
was used in the first mobile TV services to be made available, for example Orange World 
and Vodafone Live!, and at least one 3G service is on offer in all of the key comparator 
countries covered in this report. However, there may not be sufficient network capacity to 
support this form of distribution on a wide scale.  

Broadcast mobile TV can use limited network capacity more efficiently than unicast services, 
but there has been much been much debate over the best technology to use; the current 
competing standards are ISDB-T, DMB, DVB-H and MediaFLO. In Europe, Commissioner 
Reding recently expressed a preference for the use of the DVB-H technology, and in 
October 2007 France became the first to mandate DVB-H as the only mobile TV broadcast 
technology. Nevertheless, Italy is still the only country in Europe to have deployed a 
commercial DVB-H service, with 3 Italia, Telecom Italia and Vodafone all offering 
subscription packages for different timeframes (daily, weekly, monthly or quarterly). 3 Italia’s 
package includes programmes from RAI - the state broadcaster, Mediaset - the main 
commercial broadcaster, Sky Italia and La7.  
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Figure 2.19 Selected broadcast mobile TV offers 
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The availability of mobile TV in Italy has been driven by 3 Italia, which IDATE estimates to 
have at least 90% of the approximately 800,000 broadcast mobile TV subscribers. However, 
subscriber numbers are difficult to compare, not least because the official figures correspond 
to the number of handsets sold and not the number of subscribers, and because it is not 
clear whether customers have subscribed to a daily, monthly or quarterly contract.  

There are various possible reasons for 3 Italia’s majority subscriber share, including: 

• 3 Italia subsidises handsets capable of receiving DVB-H, unlike Telecom Italia and 
Vodafone Italia (Telecom Italia had previously subsidised handsets); 

• 3 Italia promotes the services more aggressively than the other operators; or 

• as its subscribers are all 3G subscribers, 3 Italia’s customers may have a more ‘early 
adopter’ profile than those of other operators, and consequently they may be more 
willing to test and adopt new services. 

Broadcast mobile TV services (by satellite using S-DMB) were launched in Japan earlier 
than in Europe. However, in contrast to Italy, where channels from the pay-TV operator Sky 
Italia are available on all the operators’ mobile TV services, the Japanese service MoBaHo! 
launched without premium channels. 

ISDB-T is the terrestrial television standard in Japan that transmits high-definition channels 
to the TV set, as well as a simulcast to mobile devices. Subscribers with an ISDB-T receiver 
in their portable device can view a simulcast of the DTT channels at no extra charge.  

Several forms of fixed-mobile convergence available 

Device convergence can also be seen in the form of fixed-mobile convergence (FMC), 
where voice and data originating from the same device travel over different networks 
depending on the location of the user and the networks available. FMC may take several 
forms: 

• dual-mode (fixed and mobile) handsets such as Telecom Italia Unica (ITA); 
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• mobile handsets that can access WiFi networks, such as those provided by The Cloud 
(UK); and 

• VoIP on mobile, e.g. Skype on 3 UK. 

The first category of fixed-mobile convergence allows customers to use the same handset to 
connect to WiFi or another local connection in the home, and switch to the mobile network 
when outdoors. Dual-mode handsets do this by using the UMA (Unlicensed Mobile Access) 
protocol (Figure 2.20). The BT Fusion handset uses UMA and originally used Bluetooth to 
connect to the fixed wireless network, but subsequently switched to WiFi. 

Figure 2.20 Selected fixed-mobile convergence products  
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There are a number of explanations for the limited number of dual-mode handsets currently 
available. Mobile and fixed phones are used in different ways – one is typically used for 
personal consumption and the other is often used by all household members. There is also 
uncertainty relating to the longevity of the competing protocols; the UMA protocol can only 
handle voice, whereas the IP Multimedia Subsystem (IMS) can handle voice and data but 
only in an all-IP environment. A further issue is that adding the favoured short-range 
connection technology, WiFi, to a handset tends to reduce battery life greatly. 

The low number of dual-mode phones may also be related to operators offering services 
similar to FMC. Increasing wireless coverage through hotspots and municipal WiFi, as well 
as the partnership between mobile operators and VoIP providers, make the fixed-mobile 
distinction less clear cut. For example, in October 2007 3UK and Skype announced a deal 
which means that the mobile operator’s customers only need to pay a minimum monthly 
subscription or pay-as-you-go fee to make unlimited Skype calls to other Skype users from 
their mobile phone.  

Other operators compete with FMC through offering specially designed pricing strategies. 
Many operators offer unlimited tariffs, which may provide enough minutes to cover what 
would otherwise be split between fixed-line and mobile. In Germany O2’s Genion proposition 
offers lower-priced calls when the user is at home by detecting this through a cell-ID, but it 
does not change the network over which the call is routed. This shows how operators can 
arrive at the same consumer proposition despite employing different technical solutions and 
offering different types of tariff. 
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2.3 Converged consumption 
2.3.1 Introduction 

In the industry section we examined data on subscriber numbers to try to assess which 
converged services are having the greatest consumer impact and which operators are 
securing market share through providing them. This section goes on to look at how 
consumption of converged services, and the ways people use them, varies by nation. To do 
this we commissioned research into the use of one key service – the internet, and one key 
device – the mobile phone. This is intended to give a flavour of international consumer 
behaviour rather than to provide an exhaustive analysis of converged consumption. 

2.3.2 Internet and broadband penetration 

Consumers can access the internet from fixed or mobile devices, either privately owned or in 
public areas such as libraries or internet cafes. As a result, figures on the number of fixed 
internet connections in households may not give an accurate picture of overall internet 
penetration. Nevertheless, with 4-38% of households in countries covered by this report 
having a mobile but no fixed line, and only a small proportion of these using their mobile to 
access the internet, they provide a useful starting point. (Further detail on mobile-only 
households is supplied in the telecoms section). 

In the four European key comparator countries for which we have data, 51%-65% of 
households have a fixed-line internet connection although the rate of growth has generally 
been slowing year-on-year since 2000 (Figure 2.21). Over the last couple of years this has 
had a knock-on effect on broadband take-up in many markets, where most growth has been 
coming from the conversion of narrowband connections. 

Figure 2.21 Internet and broadband penetration, 2006 
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Source: Ofcom, IDATE, Analysys 
Note: Data not available for the US, Canada and Japan 

2.3.3 Internet use – demographic analysis 

More women than men use the internet in the US 

In all countries except the UK and the US, more men than women use the internet. In the 
UK, the split is equal, while in the US 52% of internet users are women, with 18-34 year-old 
women being particularly active in both countries. 
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Figure 2.22 Internet unique audience by gender 
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Source: Nielsen Online, August 2007 
Note: Home and work use 

Younger and older users form a greater share of mature internet markets’ user base 

The US also stood out because its 2-17 year olds’ internet user base is significantly higher 
than in some of the other countries surveyed. Its over-65s were also heavily over-
represented compared to most countries, particularly Italy and Spain (Figure 2.23). 

Figure 2.23 Internet unique audience by age group 
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Source: Nielsen Online, August 2007 (data not available for Japan) 
Note: Home and work use 

2.3.4 Most commonly-visited websites 

Search and navigation predominate in the top websites, by reach 

Google is the most commonly-visited website in all comparator countries except Japan, 
being visited by between 71% and 89% of internet users. Search and navigation websites 
feature highly in the top ten sites by unique audience for all countries, but their reach is more 
equal in the US than in Europe, where Google’s lead is more evident (Figure 2.24). 
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Figure 2.24 Search websites reach and rank among all sites, by reach 
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Source: Nielsen Online, September 2007 
Note: Home and work use 
 
Google is also the most commonly used search provider for mobile, according to data from 
M:Metrics, and sits on the homepage of many network operators. Yahoo! and MSN Mobile 
are also used by many people, although much less than Google, and in the UK, the US and 
France at least one of them ranks behind search facilities provided by the mobile operators 
themselves.  

Web 2.0 sites feature in the international top ten sites 

Microsoft, eBay, Wikipedia and YouTube also feature in the top ten in many countries. 
Microsoft appeared in the top five sites in all seven countries we analysed, indicative of the 
company’s importance in computing and online activities. YouTube and Wikipedia appeared 
in the top ten in four and five of the countries respectively, a reminder of the growing 
popularity of web 2.0 applications (Figure 2.25). 

Figure 2.25 Top ten website brands by share of unique audience 
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2.3.5 The use of web 2.0 websites 

Although the term encompasses a wide range of applications and functionality, web 2.0 
services are characterised by advanced software, increased user involvement and 
opportunities to network socially. The collaborative effort put into compiling information on 
Wikipedia is typical of the web 2.0 model.  

Another major web 2.0 website for which international statistics are available is Second Life, 
one of a growing number of virtual worlds enabled by the internet. Virtual worlds are highly 
interactive and immersive online graphic environments where a user is typically represented 
by a virtual character (avatar). Second Life exhibits many characteristics of web 2.0 
websites; around 90% of content is user-generated, Linden Labs (the parent company of 
Second Life) is promoting open source initiatives, third-party services are starting to be 
integrated and user-generated video streaming is possible. 

According to data from Second Life in May 2007 as shown in Figure 2.26, one quarter of its 
users are from the US. Although it is the fifth largest country in terms of population, it is 
perhaps still surprising that 5% of all Second Life users come from Brazil. This is greater 
than Japan’s share, despite the fact that Japan is home to four and a half times as many 
broadband subscribers as Brazil. 

Figure 2.26 Second Life users, by nationality 
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Source: Second Life, May 2007 

2.3.6 What is the internet used for? 

We commissioned research into use of the internet, and the effect it was having on offline 
activities. The research was conducted online, and therefore the base is all internet users 
(and not the general population). Similar research conducted for last year’s publication was 
based on home broadband users, rather than home internet users, and consequently the 
results are not directly comparable. 

Across all key comparator countries the internet is most commonly used for sending and 
receiving email, and the share of internet users using email is broadly consistent. By 
contrast, the use of instant messaging and social networking websites is much less even 
across the countries, and with no obvious geographical pattern; internet users send and 
receive instant messages most in France, and Canadians emerge as the top social 
networkers. 
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Figure 2.27 Use of internet to contact people 
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Source: Ofcom research, October 2007 

UK top social networkers in Europe 

Of the European countries in our survey, more adults use social networking sites in the UK 
than in any other country. This fact is corroborated by ComScore data from August 2007 
which suggest that UK internet users clock up an average of 23 visits and 5.3 hours on 
social networking sites each month. (The ComScore data showed many more adults in all 
European countries using social networking services than the Ofcom research, probably a 
result of definitional differences). 

The longer the video content, the less people watch it online 

Between 33% and 56% of internet users across our key comparator countries have watched 
or downloaded video clips online. In all countries, the proportion of people using the internet 
to watch or download longer items, such as television programmes or feature films, is lower 
than for video clips (Figure 2.28). This is probably due to the time and bandwidth required, 
and is possibly also connected to the availability of such content.  

Figure 2.28 Use of the internet to watch audio-visual content 
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Source: Ofcom research, October 2007 

With the exception of France and Japan, roughly a third of internet users in the key 
comparator countries listen to the radio online; in France it is higher and in Japan, much 
lower (18%). The Japan figure could be a result of a lack of online radio stations (it has fewer 
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licensed broadcast radio stations per head than most of the other key comparator countries) 
or the lower general popularity of radio in Japan (where average listening per week is five 
hours less than in the UK, France, Germany or the US – see radio section for more details).  

Figure 2.29 Use of the internet to consume audio content 
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Source: Ofcom research, October 2007 
 

2.3.7 The impact of the internet on offline activities 

Our research also looked at the impact of internet use on offline activities. Most people 
believe that the internet has not changed their consumption of offline media. However, of 
those who believe there has been a change, in almost every country more people thought 
that they consumed less of the offline media as a result of having the internet. 

In the UK 30% of internet users say they watch TV less as a result of having the internet, 
compared to only 9% of people who say they watch it more (Figure 2.30). Across all 
countries, the internet appears to have less substitutional impact on DVDs and videos, than 
on TV. This may be because watching DVDs and videos is a conscious deliberative act, in 
order to watch a certain programme, whereas watching television in general may have a less 
specific goal. 

Figure 2.30 Impact of the internet on watching TV offline 
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Source: Ofcom research, October 2007 
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The internet appears to have less substitutional impact on games console use in the UK 
than in the other European countries surveyed, and this may be related to greater interest in 
the latest generation of games consoles such as the Xbox 360 (launched 2005), Nintendo 
Wii and Sony PlayStation 3 (launched 2006) in the UK. Data from the European Information 
Technology Observatory show that, although fewer games consoles were sold in the UK 
than in France and Germany in 2004, this trend has now reversed; in 2006 over a third more 
games consoles were sold in the UK than in France, and over half as many as in Germany.  

Figure 2.31 Impact of the internet on playing on a games console  
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Source: Ofcom research, October 2007 

2.3.8 Use of the mobile phone 

Mobile phone more widely adopted than many other communications devices 

Consumer research into the penetration of communications devices among internet users 
shows that, with the exception of Canada, the mobile phone is the most commonly owned 
device of those considered in our survey. The research backs up operator data in showing 
that penetration is higher in the European countries, with Italy highest.  

Figure 2.32 Penetration of consumer communications devices  
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SMS big in Europe but not in the US, Canada or Japan 

Across all countries the most widespread use of the mobile phone was for making calls, with 
at least 95% of respondents in every country saying they did so. In all four European 
countries, SMS was used by over three-quarters of survey respondents. However, a very 
different picture emerged in the US, Canada and Japan, where only 17% of respondents 
said they used SMS. In Japan this can be at least partly be explained by the use of email, 
which is used by over three times as many people as use SMS. MMS showed a similar 
pattern; being used more commonly in Europe than in North America or Japan (Figure 2.33). 

Figure 2.33 Use of mobile phone functions to make contact with people 
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Source: Ofcom research, October 2007 
 
A higher proportion of people in Europe use their mobile phone to listen to the radio than in 
the US or Canada. The pattern is repeated for listening to other forms of music on the mobile 
phone. This may be due to the lower penetration of phones with radio functionality, and to a 
culture in which using phones for other non-voice services is also less prevalent. 

Figure 2.34 Use of mobile phone to listen to music or FM radio 
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Users in Japan favour a mobile phone over a laptop for wireless internet access 

The practice in Japan of using the mobile phone for non-voice services, as illustrated by the 
use of the camera function (Figure 2.9) is also clearly in evidence when considering how 
people access the internet wirelessly. Almost twice as many internet users in Japan access 
the internet wirelessly through their mobile phone as in any other country. Indeed over three 
times more internet users in Japan use a mobile phone to access the internet as use a 
laptop with a wireless connection (Figure 2.35). 

Figure 2.35 Devices used to access the internet wirelessly 
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2.4 Conclusion 
The rapid evolution of convergence means that it may be better not to attempt to define the 
term, but rather to describe its impact, both in different parts of the value chain, and in 
different regions of the world. 

In content creation and aggregation we see broadcasters in all key comparator countries 
repackaging their programmes for the internet and mobile handsets, and adopting new 
business models for distribution. The US’s lead in audiovisual content is reflected in 
international online TV and video revenues, as well as the popularity of US-made 
programmes on user-generated content websites. Online TV and video revenue per capita is 
noticeably higher in the English-language countries surveyed in this report (UK, US, 
Canada) than the other key comparator countries. 

The emergence and take-up of convergent networks which can carry more than one form of 
content are influenced by the existing communications services and infrastructure. These 
networks are having an impact on operator business models, promoting the bundling of 
communications services and, in the case of VoIP, making operators prioritise customer 
retention over the risk of cannibalising fixed-voice revenues. 

The mobile phone is becoming a hub for many functions which were previously only 
provided by standalone devices. Handsets are used to send email and access the internet, 
particularly in Japan, where they are often favoured over the laptop. However, not all mobile 
applications have met with immediate success – the take-up of handsets which can switch 
between fixed and mobile networks not only face the challenge of reconciling personal and 
household use, but also compete with other functionality and tariffs which offer the customer 
a similar proposition. 

The internet is also being used in numerous different ways, and given the range of services 
available, it is perhaps not surprising that websites which help consumers navigate the 
internet constitute some of the most commonly-used sites across all our key comparator 
countries. Internet use appears to be more advanced in the English-language countries 
surveyed in this report. There are more women online in the US and the UK, and these 
countries’ user bases also include a greater share of younger and older users. Internet users 
in Canada, the US and the UK are more likely to visit social networking websites and watch 
video clips online.  

The maturity of the online industry is also perhaps reflected in the internet advertising 
figures, with online attracting a greater share of total advertising spend in the UK, the US 
and Canada than the other key comparator countries. The recent moves by major US media 
companies into internet advertising may herald a further increase in these figures. 
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3.1 Television market developments 
This section highlights a selection of key market developments across the countries 
considered in this report.  

The US television industry is the largest among these countries, generating £70bn in 2006. 
Its revenue also grew fastest over 2006, fuelled both by buoyant advertiser income and by 
increased subscription revenue.  

Consumers’ preferred television platform is influenced by several factors, including each 
industry’s historic development and the strength of any pay-TV proposition relative to the 
free-to-view alternative. Cable television is the most popular means of receiving television in 
Germany, the US and Canada, while satellite is taken by more homes in the UK and Japan 
than any other platform. Analogue terrestrial is the most common choice in Italy and France.  

Patterns of television viewing were most dispersed in the US, where the three most popular 
television channels accounted for just 24% of all viewer hours in 2006. This contrasts 
sharply with the more concentrated viewing habits in France, where the top three channels 
attracted 66% of all viewer hours. 

Figure 3.1 Key television market indicators, 2006 
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Source: IDATE / Eurodata/ CTRC/Ofcom 
1. The Japanese licence fee comes in two parts. This higher fee is payable for those homes where broadcast 
satellite services are taken. 
2. DTT overtook DSat as the largest single television platform in 2007.  
 

3.1.2 The High Definition (HD) market is primed for growth  

The base of HD sets grows while the range and availability of services expands 

The installed base of HD-ready sets world-wide grew sharply in 2006, reaching 48.2 million 
by the year-end. The number of HD-ready homes (i.e. those with an HD set) continued to 
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exceed those that have an HD decoder; only around a third (16.4 million) of homes with a 
set were able to view HD services.  

The US was the first country to launch digital HD services in 2000 and in 2006 it led the 
world in HD set take-up, at 27.7 million homes (one in four homes), up 52% on 2005. This 
growth was driven partly by service availability and channel choice, but also, according to 
Informa, by a 50% reduction in the average price of sets between Q405 and Q406.  

Despite its role as a pioneer of HDTV services (Japan was the first to launch its analogue 
HD service, Hi Vision, on terrestrial in 1985 – which closed down in 2007), Japan lags 
behind the US in take-up of HD sets, with 20% (or 9.6 million) of homes HD-ready at the end 
of 2006.  

Launches of HD in mainland Europe came later. As a result, the number of HD-ready homes 
tends to be lower, with fewer than a million each in France, Germany, Italy and Russia. But 
there are now HD service providers in all of these territories; the 2006 World Cup provided 
the spur in Germany (November 2005), France (February 2006), Italy (May 2006) and the 
UK (May 2006). Russian viewers were first able to access HD in April 2007. 

The UK is leading its European neighbours in HD readiness with an installed base of 2 
million sets by the end of 2006 (8% of all homes). This may be explained by a combination 
of the near-simultaneous launch of HD services on both cable and satellite, alongside the 
growing popularity of flat-screen TVs, which are often HD-ready (Figure 3.2).  

Figure 3.2 Number of households with HD-ready sets 
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Source: Informa, 2007 
 
HD channels growing in range and in number 

Not only is the installed base of HD sets highest in the US, the US also leads in the number 
of HD channels, with 44 available in 2006, up by 10, or 29%, on 2005. Recent launches 
have included Animal Planet HD (January 2007), The Science Channel (September 2007) 
and TLC HD (September 2007). Japan, however, leads the US in the level of HD-content 
available on the terrestrial networks. Japanese networks currently film, and broadcast, an 
estimated 80% of their output in HD, and this is set to rise to 100% by 2011. Ten HD 
channels have been launched in the UK since the arrival of HD on satellite in 2006 (two 
additional pay-per-view services are also available) while seven channels were available in 
France, five in Germany, four in each Italy and China, and three in Russia (Figure 3.3). 
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Figure 3.3 HD channels available, by country 
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Source: Screen Digest, Kagan Global Research 2007 and Ofcom 
Note: Some HD channels offer a mix of HD and non-HD content, as there is often not enough HD content 
available to fill a schedule. 
 
It is no coincidence that factual channels play a significant role in HD service launches. 
Factual programme providers are in a strong position to roll out HD channels worldwide; 
archive footage is often shot on film (and can therefore readily be converted to HD) and the 
material is well suited to audiences outside the country of origination. Discovery and National 
Geographic have therefore embarked on international expansion of their HD channels: 

• Discovery HD was rolled out in South Korea, Japan and Canada in 2005, and the UK, 
Ireland, Germany, Austria and Poland in 2006. Discovery has also recently signed 
carriage agreements across Scandinavia and in the Netherlands. 

• National Geographic HD first launched in the US in January 2006. Within the year it was 
also rolled out in the UK, Canada, Ireland, Italy, France and the Netherlands, and in 
January 2007 it broadcast for the first time in Asia. 

Free-to-view operators are joining in 

Figure 3.4 offers a snapshot of HD developments in various countries. There are signs of HD 
services emerging in the UK, France, Germany, Italy and Spain, as trials are under way and 
broadcasters are looking to expand their content portfolios.  

To date, HD services have generally been launched by subscription platform operators and 
positioned as premium-tier services, typically attracting an additional monthly charge on top 
of basic-tier channel subscriptions. In a sign that the market may be reaching maturity, 
however, there are moves in several countries to distribute free-to-view HD channels over 
platforms that do not attract subscription charges.  

France may emerge as the first European country to offer HD channels on its digital 
terrestrial television (DTT) platform, with plans to introduce one channel from France 
Télévisions and two commercial HD channels to the platform before the end of 2007. China, 
which first launched its HD service on pay-TV at the beginning of 2006, also plans to launch 
a free DTT service before the Beijing Olympic Games in 2008. 
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Figure 3.4 Summary of HD international developments 
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Source: Informa, 2007 and Ofcom 
 
Take-up of HD services is highest in the US 

The take-up of HD tends to be driven by a combination of the length of time that HD 
platforms have been available, the installed base of HD sets and the range of HD channels 
on offer. These factors have combined to put the US well ahead of other countries in the 
proportion of HD subscriber homes, at 10%, followed by Japan at 6%. The UK follows, with 
1% of homes, while less than 1% have subscribed to HD in the remaining countries (Figure 
3.5). 
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Figure 3.5 Proportion of homes capable of viewing HD content 
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Source: Informa, 2007 and Ofcom analysis 
Note: Includes homes that have HD-ready sets, the necessary set-top box (or integrated HDTV set) and 
free/subscription access to HD content 
 

3.1.3 Digital switchover begins 

The 2006 International Communications Market report set out the digital switchover timeline 
for the countries covered by this study, which is illustrated below. Since then, the 
Netherlands has switched off its analogue terrestrial television service, as has Sweden, 
while transmissions in Germany have ceased in the Länder of Berlin-Brandenburg, Bavaria 
and North Rhine-Westphalia and Sardinia has begun the process of switchover.  

Analogue terrestrial television is not a popular choice for the main set in the home among 
these countries. This reduces the scale of the risks of terrestrial switchover because only a 
small proportion of main sets are affected by digital switchover. By contrast, roughly one-fifth 
of homes still rely on analogue terrestrial television services in the UK. Its switchover 
programme was initiated in Whitehaven, Cumbria in October 2007, and will roll out region by 
region until its completion in 2012 (Figure 3.6).  

Figure 3.6 Digital television switchover dates 

Canada

Japan

France

2011

2008 2010

Spain

USA

Germany

2009 2013

2012

Italy

UK

2014

Poland

2006
The 

Netherlands

Sweden 
2007

Switched over

Key:
Purple - switched over
Pink - transition to switchover has begun
Red - switchover planned

Canada

Japan

France

2011

2008 2010

Spain

USA

Germany

2009 2013

2012

Italy

UK

2014

Poland

2006
The 

Netherlands

Sweden 
2007

Switched over

Key:
Purple - switched over
Pink - transition to switchover has begun
Red - switchover planned

 
Source: Ofcom  
 
Consumers in those countries that have not yet switched appear to be making preparations 
to receive digital television services (Figure 3.7).  

With a 2011 switchover date, Japanese consumers, proportionally speaking, made the most 
rapid switch away from analogue terrestrial television (ATT) in 2006, with 57% of the ATT 
base migrating to another television platform. They were followed by the French (also with a 
2011 switchover date), where 38% of ATT homes made the switch in 2006. In the UK (full 
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switchover in 2012) and the US (2009) nearly a quarter of ATT homes moved platforms; the 
equivalent figure in Spain (2010) was 22%. ATT migration was lowest in Poland where just 
5% of ATT subscribers moved to another platform – this is perhaps connected to the fact 
that their DTT platform is still in its trial phase.  

Figure 3.7 Analogue terrestrial TV homes, 2005 and 2006 
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Source: World Television Markets 2007, IDATE, CRTC and Ofcom analysis 
Note: The Canadian figure represents the reduction in total terrestrial homes (analogue and digital)  
 
In the UK, Italy and France, DTT platforms have been launched or redeveloped to provide a 
quick and subscription-free way of switching to digital. There have been two distinct patterns 
of development:  

• those that initially launched as pay-TV services, but failed to attract a critical mass of 
paying consumers and subsequently relaunched as ‘free’ propositions (e.g. UK and 
Spain); and 

• those that launched in the last three to four years, mainly as ‘free’ platforms with some 
element of pay (e.g. France and Italy). 

Since 2005, DTT has continued to grow in popularity, as highlighted in Figure 3.8. This has 
been particularly marked among countries that launched the platform more recently. Take-up 
in France (where the platform is just two years old) has been boosted as coverage has 
widened to a large proportion of the French population. The channel line-up has also been 
strengthened to include local services on top of the 18 free-to-view national channels. TNT 
Sat, a satellite-based equivalent, has also launched to ‘fill in’ those areas where the DTT 
service is not available.  

As a result, take-up for the French DTT platform, along with the Italian equivalent (which is 
three years old), overtook longer-established platforms in Sweden (seven years old) and in 
Spain (also seven years old). But the UK’s digital platform, which is nine years old and has 
been largely free-to-view for five years, attracted the highest proportion of homes of any 
country in this study, with over three in ten households. 
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Figure 3.8 DTT take-up across countries, mapped against years since launch 
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Source: World Television Markets 2007, IDATE and Ofcom analysis 
Note: Figures are based on homes which have their main set connected to a DTT receiver 
 

3.1.4 Localisation drives growth of international rolling news services 

CNN launched in the US in 1980 as the world’s first 24-hour news channel. CNN 
International was introduced five years later and now broadcasts to more than 220 million 
households and hotel rooms in over 200 countries. The channel introduced the globalisation 
of news channels which has now grown to include an array of broadcasters from around the 
world (Figure 3.9). The late 1980s and early 1990s saw the development of a more targeted 
market in business news, with CNBC launching in 1989 and Bloomberg following in 1993.  

Figure 3.9 International news channel launches 
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Regionalisation/localisation of established channels followed from the mid-1990s. CNN was 
again the pioneer of this approach, introducing regionalised versions of its channels in 1997; 
it now broadcasts five separate schedules worldwide. CNBC has taken a similar path, 
launching CNBC Asia in 1995, CNBC Europe in 1996 and, most recently, CNBC Africa in 
2007.  

International services began to be localised to accommodate alternative languages in the 
mid to late 1990s. Euronews launched in 1993 and broadcasts in seven languages. Its 
journalists report on international events while drawing parallels with individual countries. 
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CNN followed with the launch of a Spanish service in 1997, while Al Jazeera began 
broadcasting its English language service in 2006. 

Most recently, localisation of a different type has driven the emergence of more international 
news channels – a desire to reflect world events from a particular country’s or region’s 
perspective. Channels falling into this category include CCTV9 from China, France 24 (in 
English, French and Arabic), Russia Today (in English and Arabic) and Al Jazeera (in 
English).  

3.1.5 Consolidation increases in Europe and the US 

Consolidation among media market operators was widespread in 2006, pushing up the value 
of media deals by 75% in Europe to £29.3bn, and by 40% in the US to £62.3bn (PWC, 
2006). The broadcasting sector accounted for roughly one third of total revenues in each 
country (Figure 3.10). 

Platform consolidation occurred in several of the countries examined in this report, driven by 
a desire to rationalise costs and to extend service coverage: 

• in France, Vivendi’s CanalSat, France’s largest satellite pay-TV platform, merged with its 
smaller rival, TPS, in early 2007, to create the largest single pay-TV provider in the 
French market, CanalSatellite; 

• Ypso, a holding company supported by private-equity firm Cinven, gained control of 
France’s four leading cable companies - UPC, Noos, Numericable and France Telecom 
Cable – and unified them under the Numericable brand; 

• the US’s largest cable operator, Comcast, and media conglomerate, Time Warner, 
acquired Adelphia’s remaining assets for £9.6bn, allowing each to extend their cable 
footprint and taking Time Warner Cable’s subscriber base ahead of that of satellite 
operators DirecTV and Echostar; and 

• the NTL/Telewest consolidation was finally completed with the platform rebranding as 
Virgin Media and becoming the first operator in the UK equipped to offer a ‘quad-play’ of 
TV, broadband, and fixed and mobile telephony.  

Intensifying competition for audiences and a desire to leverage the cross-border potential of 
programme output may have driven SBS, (a European channel operator controlled by 
private equity firms Permira and KKR), to take a controlling stake in Germany’s largest 
commercial TV corporation, ProSiebenSat.1, for roughly £2.1bn in December 2006. In July 
2007 Permira and KKR merged their assets to create a pan-European broadcasting group 
under the ProSiebenSat.1 name, with a presence in 13 European countries operating 12 
free-to-view channels and 12 pay-TV services. 

But not all of the television industry was focused on consolidation. In January Viacom split 
into two companies, Viacom and CBS. The former was reorganised to concentrate on 
growth, retaining multi-channel services, including MTV networks, Nickelodeon, Nick@Nite, 
Comedy Central, and Paramount Pictures. CBS retained its long-established free-to-view 
broadcast network along with CBS radio, Viacom Outdoors, and its publishing and theme 
park interests. 
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Figure 3.10 Key broadcasting mergers and acquisitions in 2006 
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Source: PWC M&A Insights, Media Sector, 2007, PWC, 2007 ‘Transaction Services – Insights – Entertainment & 
Media, Analysis and trends in the US M&A activity’ and Ofcom. Interpretation of data is Ofcom’s sole 
responsibility.  

3.1.6 Sports coverage is growing on the IPTV and mobile platforms 

Newer digital technologies are prompting the convergence of historically separate 
distribution platforms. Mobile networks and the internet both offer new programme 
distribution channels which make it possible for consumers to access content on demand. 
This can have the effect of broadening the range of rights that rights holders can attempt to 
monetise.  

The mobile operators have probably made the greatest efforts to utilise sport, particularly 
football, in an effort to drive subscriptions and generate greater revenue per user. In Europe 
most of the major national football leagues and the main UEFA tournaments have secured 
deals that involve the distribution of either live matches or highlights over mobile platforms. 
Unlike many pay-TV markets, these agreements tend not to be exclusive so that rights are 
more widely distributed among competing players.  

Some operators have chosen to acquire and package sports rights themselves. In France, 
for example, Orange bought the mobile rights for a range of sporting events, including the 
French Open tennis and Tour de France cycling, and now airs them on its Orange Sports TV 
channel, which is available to subscribers to its 3G network. Other operators have preferred 
to carry existing channels and try to leverage the brands they have established on television:  

• BSkyB, in conjunction with Vodafone, introduced Sky Mobile TV in November 2005. The 
service now offers a dedicated sports package, which includes Sky Sports 1, 2 and 3, 
and, as of August 2007, also offers live coverage of 92 Premier League matches. BSkyB 
went on to sign carriage agreements with Orange in November 2006 and T-Mobile in 
August 2007; and 

• in Italy, 3 Italia and Telecom Italia launched broadcast mobile TV services in June 2006 
in time for the World Cup. They signed agreements with Mediaset, RAI and Sky Italia to 
offer their sports content. For instance, 3 Italia offers Mediaset’s Media Premium pay per 
view channel, which gives coverage of Serie A and Champions League matches. 
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However, sports rights owners are also increasingly looking to the internet for distribution, 
whether through dedicated Internet Protocol TV services offered by local loop unbundlers or 
through generally-available websites. The following includes several services launched 
worldwide during 2006/07: 

• in July 2007 BT launched BT Vision Sport on its IPTV service, offering on-demand 
coverage of over 200 near-live games a season, including Premier League Football and 
up to 125 Carling Cup games and Coca Cola matches. Users pay £1.99 per match or £4 
a month for a subscription;  

• Premiere in Germany attempted to recover from its loss to Deutsche Telekom of the 
rights to televise Bundesliga football by launching an IPTV service which offers live 
match coverage for the 2006/07 to 2008/09 seasons; 

• in January 2007 Telecom Italia struck a deal with Sky Italia to carry a range of its sports 
channels on its IPTV service, Alice Home; 

• Setanta is now offering its sports channel online for £7.99 a month through Setanta.tv. It 
has also signed agreements with Virgin Media to show highlights on Virgin’s online 
sports portal, launched in July 2007, and to supply BT with content for its IPTV service; 
and 

• in September 2007 Eurosport launched Eurosport and Eurosportnews on the IPTV 
platform, owned and operated by the New Media Group. The company also owns 
eight websites which include four co-branded sites with Yahoo! in the UK, Spain, 
Germany, and Italy, as well www.eurosport.com local language sites in China, Russia, 
France and Sweden. 
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3.2 The television industry 
3.2.1 Global television industry revenues 

TV industry revenue worldwide rose by £11bn in 2006 to exceed £165bn 

In 2006 global television industry revenues exceeded £165bn. Comprising television 
subscriber payments, advertising revenue and public funding, this total grew by 33% (or 
£41bn) over the four years to 2006, equating to an annualised average increase of 7.4% 
(Figure 3.11).  

This figure does not include revenue from services made possible by the widening 
availability of digital technologies – pay-per-view movies, video on demand (VOD), mobile 
TV, game-playing and betting; nor does it include ‘ancillary’ revenues from services such as 
telephony. Revenue from these services is likely to have been significantly smaller than 
those from more traditional sources of funding – but they are growing fast. 

Figure 3.11 Global television sector revenue 

Revenue (£bn)  

£132bn
£145bn

£154bn
£165bn

£124bn

0

36

72

108

144

180

2002 2003 2004 2005 2006
 

Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011, Ofcom and IDATE for US public funding and subscriber revenue. 
Note: Ofcom has used an exchange rate of $1.84 to the pound. Interpretation of data is solely Ofcom’s 
responsibility.  
 
Subscriptions took 40% of global revenue in 2006  

As the original and principal source of revenue for commercial television networks since 
services first launched in the 1930s, advertising revenue has long accounted for the largest 
proportion of total television industry revenue. Its share is, however, in decline as a result of 
a shift of advertising to other media (e.g. the internet) and the worldwide growth of multi-
channel subscription services on satellite and cable.  

In 2002 advertising revenue made up 53% of total market revenue, with subscriptions 
accounting for a further 37%. Four years later, advertising share had fallen by two 
percentage points to 51% of the total (£83bn), while subscriptions had risen by three 
percentage points to 40% (£66bn).  

Amid these changes, funding from public sources lost out proportionally, as its contribution 
to total revenue fell by two percentage points to 8% of the total in 2006. This reflects the 
increasing scrutiny applied to the public service broadcasters, and widespread demands for 
greater transparency and responsibility over how they are funded; this has often led to 



The International Communications Market 2007 

104 

income agreements that are pegged to inflation, which in recent times has lagged 
significantly behind the growth rate of commercial sources of income (Figure 3.12).  

Figure 3.12 Global television sector revenue, 2002 and 2006 

Proportion of total revenue (%) 

53% 51%

37% 40%

8%10%

0%

20%

40%

60%

80%

100%

2002 2006

Public funding

Subscriptions

Advertising

 
Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011, Ofcom and IDATE for US public funding and subscriber revenue. 
Notes: Interpretation of data is solely Ofcom’s responsibility.  

3.2.2 Total television industry revenue, by country 

TV industries in Brazil, Russia, India and China expanded fastest since 2002  

Of the countries considered in this study, the BRIC nations (Brazil, Russia, India and China) 
saw their television industry revenues grow fastest over the five-year period, expanding by a 
collective average 17% per annum to reach £13bn by 2006. This was nearly three times 
greater than growth in the US, while Canadian/European and Japanese revenues grew even 
more slowly (5.0% and 2.4% respectively). 

Between 2005 and 2006, BRIC revenue rose by nearly 11.2%. As a result of advertising and 
subscription growth, the US market grew by 7.5% over the same period, with similar rates in 
Canada and across Europe. The Japanese market experienced greater turbulence in 2006, 
ending the year with revenue down by 2.6%, due mainly to a depressed advertising market 
(Figure 3.13).  
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Figure 3.13 Comparative analysis of television industry revenue 
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Source: World Television Markets 2007, IDATE, CRTC and Ofcom analysis 
Note: EUR includes the European countries in this analysis – UK, France, Germany, Italy, Poland, Spain, the 
Netherlands, Sweden and the Republic of Ireland 
 
TV revenue in Spain, Poland and Ireland: big growth in 2006 

Figure 3.14 shows the annual revenue of individual television markets within the European 
countries covered by this report and Canada. (The two largest markets, the US and Japan, 
have been omitted for ease of comparability.)  

Of the ten countries included, Spain experienced the strongest growth between 2005 and 
2006. Benefiting from an influx of additional government funding, its TV market grew by 
16.8% over the year and has grown by an average of 9.8% since 2001. But the increase in 
2006 was a one-off, resulting from a reorganisation of public service broadcasting in Spain. 
RTVE was reconstituted as a public corporation with limitations on its future operating 
deficits. The Spanish government wrote off its accumulated debts, and this injection of 
funding is reflected in the 2006 figure. 

Poland’s 8.8% increase looked more sustainable, stemming from an increase in advertising 
revenue that reflected general economic growth, while Italy’s 7.6% growth was largely 
attributed to a rise in the number of SkyItalia subscribers. Bolstered both by a buoyant 
advertising market and by a rise in subscription revenue, Ireland’s market also experienced 
strong growth, expanding by 8.5% over the year to reach £516m (2001 – 2006 CAGR: 
11.2%).  

Ireland, Spain and Italy each achieved substantial revenue growth over the five-year period. 
In each case, their industries benefited from both substantial increases in advertiser revenue 
and in the income their operators earned from pay-TV.  
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Figure 3.14 Revenue analysis of smaller countries 
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Source: World Television Markets 2007, IDATE and CRTC 
 

3.2.3 Television industry revenues by source 

Advertising remains the dominant revenue component in many countries  

Advertising revenue, subscriptions and public funding make up the majority of television 
industries’ revenues in all of the countries studied in this report.  

But their relative importance within the industry funding mix varies significantly. The 
European tradition of well-funded public service broadcasters results in public funds 
accounting for a material proportion of total industry revenue in Germany, Sweden and the 
UK. But even in Germany, where public service broadcasting is most well funded, it only 
accounts for 35% of total revenue per head.  

The public funding component often comes in the form of licence fees, which are levied in 
France, Germany, the UK, Italy and Japan. The exceptions are Spain (which receives public 
funding from its government), the US and Canada (where a similar funding model exists), 
and the Netherlands (which used to levy a licence fee, but replaced it with direct government 
funding). The Spanish PSB and those in Italy and France, do not rely solely on public 
funding; they carry advertising which represents an important second revenue source.  

Revenue in countries with less developed PSB structures relies to a greater extent on 
advertising and subscriptions; these account for over 99% of all revenue in the US for 
example. In Poland, the television industry also relies very little on public funding (with 95% 
coming from commercial sources), but of the two commercial revenue sources, advertising 
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makes up the larger share of the total, reflecting Poland’s less developed multichannel 
market.  

The US industry attracted the most funding on a per-capita basis, at £236 per head. The UK 
was not far behind with £166 per head of population, followed by Japan with £146. Canada, 
Spain, the Netherlands and Poland all generated per-capita revenue below £100 (Figure 
3.15).  

Figure 3.15 Revenue per head by source, 2006 
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Source: World Television Markets 2007, IDATE, CRTC and Ofcom analysis 
Note: Figures inside the bars represent industry revenue per head. Red boxes highlight figures that are 
substantially above (or in Japan’s case, below) the average. Population estimates can be found in the country 
profiles.  
 
Subscriber revenue drives overall increases in revenue in the US and Italy 

Multichannel television is playing an increasingly important role in the development of TV 
industries world-wide, with pay-TV operators attracting increasing numbers of subscribers. 
This, coupled with real-term increases in tariffs across a number of countries, resulted in 
subscriptions driving revenue growth in the US, Italy, France, Sweden and the UK.  

Buoyant advertising markets, partly fuelled by economic growth, helped drive up revenue per 
head in the US, Poland, Ireland and Canada. In contrast, advertising revenue per head in 
Japan and the UK contracted (owing to depressed advertising markets), although this was 
offset to some extent by per-capita revenue growth in subscriptions and public funding 
(Figure 3.16).  
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Figure 3.16 Components of revenue growth per head, 2005 to 2006 

Increase (£)  

£2.29

£4.20

£6.53

£7.09

£2.03

£2.67

£2.82

£0.68

£0.76

£0.64

£7.30

-£1.32

£1.27

£1.53

£8.22

£2.63

-£4.60

£3.44

£2.56

£1.42

£5.49

£1.70

£1.18

-£5.00 -£2.00 £1.00 £4.00 £7.00 £10.00 £13.00

UK

FRA

GER

ITA

USA

CAN

POL

ESP

NED

SWE

IRL

Subscription Public funding Advertising

Net effect

JPN

£8.56

£4.71

£1.69

£11.56

£4.08

£15.39

£7.28

£2.14

£5.71

£1.65

-£3.40

£5.30

 
Source: World Television Markets 2007, IDATE, CRTC and Ofcom analysis 
 
Internet advertising grew rapidly in the UK, the US and Sweden during 2006 

Television broadcasters in all countries under review continued to attract a significant 
proportion of overall advertiser spend in 2006, and television was the single biggest 
advertising medium in countries such as Italy and Poland.  

Where television attracted a smaller share of total advertising expenditure in 2006, the 
newspaper market tended to be stronger. This was true in the Republic of Ireland, Sweden 
and Germany where newspapers took 40% or more of total spend, while television 
advertising took shares of 21%, 21% and 26% respectively.  

Internet advertising in the UK, Sweden and the US continued to attract a substantial share of 
advertiser expenditure in 2006 – amounting to 14%, 12% and 10% of the total respectively 
(Figure 3.17).  
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Figure 3.17 Distribution of advertiser expenditure, 2006 
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Source: World Advertising Trends 2007, World Advertising Research Centre 
 
The UK, Sweden, Canada and the US all experienced substantial growth in internet 
advertising during 2006. From a smaller base of internet spend, Japan and the Netherlands 
also experienced strong growth.  

Television advertising growth tended not to suffer as a result. The UK, where television 
advertising share fell by nearly two percentage points in 2006, was the exception. 
Newspaper advertising bore the brunt of the share losses in most countries, decreasing by 
2.3 percentage points in Canada and by 2.1 percentage points in Sweden (Figure 3.18). 

Figure 3.18 Changes in patterns of advertiser spend, 2005 to 2006 
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3.2.4 Television broadcaster revenues 

Domestic television broadcasters diversifying revenue 

Figure 3.19 illustrates the revenues of a selection of television broadcasters across the 
world. It can be difficult to separate television revenues from those generated by radio or 
other sources, so comparisons should be made with caution (US broadcasters have been 
excluded from the analysis for this reason). 

In general, the channels that relied more heavily on public funding in 2006 benefited from 
more stable incomes over the year; these are often pegged to inflation by policy-makers. 
Those whose business models rely more on advertising experienced greater revenue 
volatility, as they were exposed to the cyclical fluctuations in the advertising market.  

For example, revenue at France Télévisions (FT), which is partly publicly-funded, rose by 
2.2% over the year to £1.9bn, while its advertiser-funded competitor, TF1, reported revenue 
down 7.7% year-on-year. Similarly, the BBC enjoyed above-inflation increases in the licence 
fee until the beginning of 2007, while ITV Plc reported year-on-year reductions in advertising 
revenue. 

Responding to the proliferation of new digital platforms and audience fragmentation, 
broadcasters continued to diversify revenue streams within their home territory. For 
example: 

• ITV, Channel 4 and Five launched a series of ‘spin-off’ and ‘time-shifted’ channels to 
supplement the revenues of their parent channels. Most recently, Channel 4+1 was 
launched in August 2007, and Five Life+1 and Five US+1 were launched in the autumn.  

• TF1 in France purchased a 33.5% stake in AB Groupe, a thematic-channel outfit and 
independent producer. 

• Germany-based ProsiebenSat.1 struck a deal with Sony Pictures, Paramount, 
Constantin Film and Kinowelt to supply content for their video-on-demand (VOD) portals. 
RTL also launched its news VOD service, RTL Now!, early in 2007. 

In an effort to diversify revenue outside their home territories, many channel operators and 
media conglomerates have sought to expand internationally: 

• BBC Worldwide is in the process of rolling out six channels in Poland via satellite (BBC 
Entertainment, BBC Knowledge, BBC Lifestyle, CBeebies, BBC World and BBC HD 
Worldwide), and is planning similar deals in Spain, Italy and Scandinavia. 

• As part of its push into Central and Eastern Europe, Newscorp has purchased a 25% 
minority stake in Polish terrestrial channel TV Puls. The channel, with a typical viewing 
share of 0.4%, and an obligation to screen 70% religious content, could offer a sizeable 
opportunity should Newscorp succeed in removing programming constraints and 
increasing its shareholding. Newscorp has also been busy securing licences, and buying 
into free-to-view stations, in Serbia, Georgia, Turkey and Bulgaria. 

Publicly-funded broadcasters came under further scrutiny in 2006:  

• In the German market, a long-running European Commission state aid investigation into 
the financing of German PSBs has come to an end. The German government has made 
formal commitments to provide clear separation between commercial and publicly-
funded activities and thereby avoid any cross-subsidisation from one to the other. 
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• In the UK, the BBC was awarded a 3% year-on-year rise in the licence fee as part of its 
financial settlement – lower than the above-inflation rise it had asked for. 

• In Japan, NHK has suffered from year-on-year revenue reductions since 2004 amid 
increasing levels of non-payment of Japan’s voluntary licence fee. The operator is 
looking into the possibility of reducing the licence fee in return for the abolition of its 
costly door-to-door licence fee collections.  

Figure 3.19 Latest reported revenues from major free-to-view TV operators 
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Source: Ofcom 
Note: Every effort has been made to report channel related revenue. But it is possible that there are differences 
in financial reporting between operators. As a result, comparisons between operators should be regarded as 
indicative only.  
 

3.2.5 Television platform operator revenues 

Platform operators also spent 2006 diversifying and expanding total revenue by exploiting 
new distribution options for content and integrating downstream into channels.  

After a successful trial, Comcast, alongside major Hollywood film studios, brought forward 
the release date of VOD movies to coincide with their release on DVD. This strategy had 
previously met with resistance from the studios for fear of cannibalising DVD sales, but the 
trial suggested that a time-limited VOD release would actually act as a complementary 
product, as well as increasing the attractiveness of VOD significantly.  

Pay-TV operators are also increasingly looking beyond their national boundaries, and as well 
as buying or creating similar pay-TV enterprises overseas, are now moving into local content 
production: 

• The Time Warner company, Turner Latin America, has purchased seven TV networks 
from Argentinean pay-TV programmer Claxson. It is also planning to expand the reach of 
these networks by rolling them out across Latin America, which will in turn decrease 
Turner Latin America’s reliance on international imports.  

• NewsCorp-owned Sky Italia has begun to invest heavily in domestic content to continue 
to drive subscriber growth. Historically, the platform had relied on international 
programmes to attract new subscribers (Figure 3.20). 
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Figure 3.20 Latest reported subscription revenues for a range of pay-TV operators 
Revenue (£bn) 
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Source: Latest available annual reports 
Notes: Note every effort has been made to separate out subscriber revenue from other sources. But differences 
in accounting conventions between operators do not always make this possible – for example Virgin Media 
revenue includes telephony. Comparisons between operators should therefore be regarded as indicative only. 
 
DirecTV, the pay-satellite operator, continued to attract the highest average revenue per 
user (ARPU) among key Satellite-based Pay-TV operators, at £484. US-based Echostar 
(Dish) and UK-based BSkyB each earned around £400 per user, with Spanish operator 
DigitalPlus and Sky Italia earning £382 and £360 respectively. Owing to the large number of 
free-to-view channels available in Germany, ARPU there was significantly lower at £207 per 
subscriber (Figure 3.21).  

Figure 3.21 Latest average revenue per user for some key pay-TV operators 
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Source: Annual reports from DirecTV, BSkyB, Echostar, News Corporation, Sogecable and Premiere 
Note: Comparisons are for indicative purposes only as definitions of ARPU may differ. 
 

3.2.6 Television output from public service broadcasters 

European PSBs provide output-based data to the European Broadcasting Union (EBU), an 
association of 75 broadcasters (many publicly-funded) from 56 countries. The output data 
use a set of standard definitions to assign programmes to genres, which allows for relatively 
consistent analysis of broadcast output across member states. This section focuses on 
these figures, as comparable information from North America and Asia is not available.  
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Figure 3.22 illustrates the composition of programme output on European PSB channels in 
2006 by programme genre. It should be noted that the figures in the chart are based on 
networked output, so they do not provide a picture of the regionalised output that viewers in 
some countries have available to them.  

PSB channels in the Netherlands stood out as those which transmitted the highest 
proportion of factual and news programmes, together accounting for 60% of their total output 
in 2006. Most other countries surveyed reported far lower figures, ranging from 20% to 30% 
of total output, with slightly higher proportions in the UK and Sweden (both at 37%).  

In the Netherlands, this came at the expense of fiction, which represented only 18% of 
output. Fiction also accounted for just 15% of PSB output in France but featured more 
strongly in Ireland (57%) and Poland (47%). This category includes all types of home-grown 
drama, from soaps, drama series and serials, to single dramas; as well as acquired drama, 
feature films and TV movies. RTÉ, the public service broadcaster in Ireland, has increased 
investment in indigenous programmes, especially drama, as part of its response to 
competition from multichannels.   

Entertainment programmes featured most prominently in the schedules of French PSB 
channels, where they accounted for 33% of all hours, followed by Italy (24%), the UK (18%), 
Sweden (12%) and Germany (10%). In all the other countries surveyed, entertainment made 
up less than 10% of output.  

Sports coverage represented between 6% and 12% of output in all countries but there was 
wide divergence in the proportion of arts and music programmes, ranging from 23% in 
France to just 3% in the UK. 

Figure 3.22 PSB network output by genre, 2006 
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Source: EBU 
 
Figure 3.23 highlights the effect of different programme policies regarding first-run 
originations (programmes made in-house by the broadcasters themselves or commissioned 
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from independent production companies), acquisitions and repeats across the European 
countries surveyed.  

In most cases, first-run originated programmes formed over half of the schedules, with the 
exception of smaller markets, such as Sweden, Poland and Ireland, where cheaper acquired 
programmes and repeats predominated. Broadly speaking, originated programmes are the 
most expensive to provide. Quotas exist in all European countries in order to safeguard 
European and independent production industries. In Spain and Italy the proportion of first-
run originations formed nearly two-thirds (64% and 61% respectively) of total output.  

Across the eight countries examined, an average of 18% of programming was acquired 
(ready-made programmes, bought from other broadcasters/productions, often from 
overseas), although there was wide variation between countries, ranging from a high of 39% 
in Ireland; through 24-25% in Spain, France and Poland; down to 8% in Germany and the 
UK. Repeats of programmes already shown averaged 32% across all the countries in this 
report – ranging from 11% in Spain to 45% in Sweden. 

Figure 3.23 First-run originations, acquisitions and repeats, 2006 
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Source: EBU 
Note: The ‘Avge’ figures represent a weighted average of the data illustrated in the chart.  
 
Figures 3.24 to 3.26 illustrate how the balance between original productions, acquired output 
and repeats has changed over the last five years. On average, first-run original productions 
across all eight countries have fallen from 53% of total output in 2001 to 50% in 2006 (Figure 
3.24). The UK, Sweden and Poland reflect this downward trend, losing 5, 8 and 14 
percentage points respectively over the period. Conversely, in Spain and Italy the 
proportions of first-run originations have risen from 51% and 55% to over 60% in 2006, while 
in Germany the proportions have been relatively stable.  
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Figure 3.24 First-run originations: trends 
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Historically, acquired output has been a prominent feature of UK and European television 
schedules, appearing regularly on mainstream networks in peak time. As public service 
broadcasters have benefited from higher levels of funding, and as demands for more home-
grown output have increased, acquisitions have begun to reduce as a proportion of total 
scheduled output. 

Figure 3.25 illustrates this trend, showing that Spain, Poland and the Republic of Ireland 
have reduced the proportions of acquired output in their schedules significantly. The rate of 
reduction has been particularly marked in Ireland, with a cut of 12 percentage points since 
2002, reflecting RTE’s decision to increase its volume of indigenous programming. 

The UK and Germany have a track record of showing the fewest bought-in programmes – 
between 7% and 10% of output – with levels remaining stable over the last five years. Only 
in Sweden have acquisitions risen as a proportion of total output, from 16% in 2001 to 19% 
in 2006.  
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Figure 3.25 Acquisitions: trends 
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Source: EBU 
 
With reduced hours of acquired output, and broadcasters’ limited capacity to increase levels 
of first-run originated output, programme repeats have sometimes taken up the strain. 
Repeats have been on the increase across many of the countries in this study – up from an 
average of 27% in 2001 to 32% in 2006 (Figure 3.26). This has been particularly apparent in 
Sweden, Poland, the UK and Ireland, while levels have been relatively stable in Germany 
and Italy. In France the proportion of repeats reduced in 2003 and 2004 but this was 
followed by increases in 2005 and 2006.  

Spain appears to have followed a different editorial policy from PSBs in other countries. Over 
the last five years, RTVE has significantly increased the levels of first-run own productions 
and commissions, at the expense of acquired material which has been cut back 
considerably. At the same time, the broadcaster has managed to hold down the proportion of 
repeats in the programme mix which – at around 11% in 2006 – were at a lower level than in 
any other country. 
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Figure 3.26 Repeats: trends 
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Source: EBU 
 
The Television Without Frontiers (TVWF) Directive places a limit on the amount of 
programming that can be shown from countries outside Europe, which means that, broadly 
speaking, more than 50% of programmes must be European. Comparative figures for 2005 
and 2006 have not yet been published by the European Commission. 

Figure 3.27 compares the origins of first-run acquired programmes. This is a somewhat 
different analysis to the TVWF quota figures which take account of originations as well as 
repeats (and have some specific exclusions). It should be noted, therefore, that the 50+% 
TWF quota is not relevant in this context.  

On average, just over 50% of purchased programmes originated in Europe in 2006 – 
acquired either from national sources (i.e. a producer or competing broadcaster within the 
home country) or from other European countries. In Spain, TVE broadcast the highest 
proportion of nationally acquired programmes (74%), followed by France (35%) and the UK 
(26%). At the other end of the scale, most acquisitions in Italy were from outside Europe 
(77%), followed by the UK (67%) and Ireland (66%).  

Apart from in Italy, most non-European acquisitions come from the Americas. The UK 
showed the highest proportion of bought-in programmes and films from North and South 
America and Canada, at 59%, followed by Germany with 53% and Ireland at 52%, compared 
with the average of 37%. 
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Figure 3.27 Origin of acquired output, 2006 
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3.3 The television viewer 
3.3.1 Platform availability 

Figure 3.28 illustrates the availability of television platforms for six of the countries analysed 
in this report.  

The majority of viewers across these countries have access to pay satellite services, thanks 
to their extensive coverage. Free satellite services are also widely available in the UK, the 
US and Germany, and in parts of France and Italy. They are often positioned as ‘fill-in’ 
services for those parts of the country that are unable to receive cable or terrestrial services 
for geographic or topographical reasons.  

Analogue terrestrial services still cover most viewers in most countries – particularly in the 
UK, Italy, Spain and France, where broadcasters have historically used terrestrial 
technologies; in Germany and the US too, analogue terrestrial is available to most of the 
population. Germany’s DTT coverage is now more extensive than analogue terrestrial, as 
digital switchover has started in some German Länder.  

Digital terrestrial services are now available to at least some viewers in all six countries, but 
the underlying business models differ. A mix of free and paid-for services are available in the 
UK, France and Italy. But the platform supports an entirely free-to-view line-up in Spain 
(where the original pay service, Querio, folded) and in Germany (where terrestrial television 
plays a minor role in the market). 

IPTV is still a niche service in many countries, but is available to a proportion of the total 
population in France, Italy and Spain.  

Figure 3.28 Platform availability by country, 2006 
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Source: Spectrum Value Partners and Ofcom research 
1. DTT overtook DSat as the largest platform in 2007. 
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3.3.2 Take-up of television platforms 

Analogue cable the popular choice in the Netherlands and Germany 

Among the countries studied in this report, two patterns of television platform take-up 
emerge.  

• One platform takes a substantial share of all homes. Analogue cable is the most 
popular platform choice for homes in the Netherlands, with digital satellite and digital 
cable accounting for a further 17% of homes. In Germany too, analogue cable is popular, 
accounting for 55% of homes in 2006; satellite (analogue or digital) made up a further 
36% of homes.  

• Three platforms account for a substantial share of all homes. Three television 
platforms typically accounted for a large proportion of all television homes among the 
remaining countries in 2006. In Italy, the UK, Spain and France, analogue terrestrial 
television, digital terrestrial and digital satellite combined accounted for 90%, 86%, 82% 
and 76% of homes respectively. In the US, 84% of homes took cable (analogue or 
digital) or digital satellite. In Poland, 74% of homes received television through either 
analogue cable, analogue terrestrial or digital satellite. In Sweden, 76% of homes took 
digital terrestrial, digital satellite or analogue cable.  

The Republic of Ireland was the only country that did not fit this pattern. There, four 
television platforms each took a sizeable proportion of the total market in 2006 – analogue 
terrestrial, digital satellite, analogue cable and digital cable take-up stood at 22%, 31%, 22% 
and 18% respectively (Figure 3.29). 

Figure 3.29 Reception devices connected to the main set in the home, 2006 
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Source: World Television Markets 2007, IDATE and CRTC  
Note: The Canadian terrestrial figure combines analogue/digital 
 
Reductions in analogue terrestrial television take-up in France and Spain 

In a number of countries in this study there has been a progressive migration of homes away 
from analogue terrestrial tuners connected to the main set in the home. The greatest 
reductions in analogue connectivity were in France and Spain, at 21 and 13 percentage 
points respectively.  
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Much of the reduction in analogue terrestrial households in France and Spain was captured 
by the DTT platforms (TNT in France and TDT in Spain). Italian analogue terrestrial 
television (ATT) homes also reduced significantly – by 8.5 percentage points over the year – 
but DTT take-up rose by only 3.9 percentage points as Italians preferred to migrate to either 
cable or satellite services.  

There were sizeable falls in the number of analogue cable households in Japan, Canada 
and the US during 2006, as the cable infrastructure was progressively upgraded to digital. In 
Japan and Canada the reduction was more than offset by increases in digital cable take-up, 
but the US saw a net reduction in cable subscribers of around 0.8 percentage points, much 
of which was taken up by the country’s pay satellite operators, including DirecTV and 
Echostar.  

Finally, IPTV operators in France and in Italy (such as Free and FastWeb) continued to 
benefit from strong growth in 2006. The platform attracted a further 3.8% of French homes 
and 2.5% of Italian homes (Figure 3.30).  

Figure 3.30 Changes in platform take-up, 2005 – 2006, percentage points 
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Source: World Television Markets 2007 (IDATE), CRTC and Ofcom analysis 
Note: *The terrestrial figure for Canada combines analogue and digital. It therefore represents a reduction in total 
terrestrial television homes. 
 
Migration to digital platforms has been driven both by platform operators keen to offer a 
wider range of channels and interactive services, and by policy makers seeking more 
efficient use of the spectrum currently dedicated to analogue television broadcasts (Figure 
3.31).  
 
With access to a well-developed DTT platform offering an easy migration path to digital, 
consumers in France, Japan and Spain switched to digital in greater numbers than in any 
other country covered by this report, with 23%, 22% and 14% of homes respectively 
substituting digital for analogue during the year.  
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Figure 3.31 Migration to digital television platforms, 2005 – 2006 
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Source: World Television Markets 2007, IDATE, CRTC and Ofcom analysis 
Note: The Canadian figure does not take account of DTT additions. 
  
As in 2005, UK consumers in 2006 were more likely than those in any the other comparator 
countries to have a digital device (DTT, DSat or DCable) connected to the main sets in their 
homes; 76% migrated to digital during 2006 and most of the growth in digital homes since 
2005 can be explained by conversions to Freeview. Sixty-one per cent of US homes were in 
a similar position in 2006, followed by France (53%) and the Republic of Ireland (51%). 

Old cable infrastructure, which is expensive and time-consuming to upgrade, continued to 
dominate in Germany and the Netherlands, where only 24% and 22% of homes respectively 
had connected a digital decoder to their main television set. Polish consumers were also 
heavily reliant on analogue technologies, and had either cable or terrestrial in their homes 
(Figure 3.32).  

Figure 3.32 Analogue and digital television homes, 2006 
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Source: World Television Markets 2007 (IDATE) and CRTC 
Note: The Canadian figure does not take account of DTT additions. 
 
Pay television grows in Italy, France, Sweden and Ireland 

Conversion from analogue terrestrial to a digital platform often marks the point when a 
household makes a decision about whether or not to pay for additional television channels.  

More consumers in Italy made the switch to pay-TV in 2006 than in any other country, with 
5% of homes taking a subscription service for the first time; SkyItalia benefited from much of 
that migration. In France 4% made the switch, as consumers were presented with an 
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invigorated ‘new’ CanalSatellite (following its merger with TPS) while much of the country’s 
cable infrastructure rebranded as Numericable.  

The US, with a relatively mature market for pay-TV, recorded subscriber growth in 2006 of 
just 1%. German homes were less likely in 2006 to move to a pay platform, but here the 
underlying cause is probably the large number of free-to-view channels, rendering 
consumers resistant to paying for still more choice (Figure 3.33).  

Figure 3.33 Migration to pay-TV, 2005 - 2006 
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Source: World Television Markets 2007, IDATE and CRTC 
 
Figure 3.34 illustrates the wide variation in the proportion of pay and free TV households 
across our comparator countries.  

Apart from Germany and the Netherlands (where pay-TV figures include homes that pay a 
small ‘cable relay’ payment in return for access to free-to-view channels), households in the 
US, Sweden and the Republic of Ireland were the most likely to pay for television in 2006, 
with 85%, 88% and 72% respectively subscribing to additional channels. The UK featured in 
a ‘second tier’ of countries including France, Japan and Poland, where subscription TV 
penetration was between 45% and 49%.  
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Figure 3.34 Pay versus free-to-view television, 2006 
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Source: World Television Markets 2007 (IDATE) and CRTC 
 

3.3.3 Free-to-view television services: availability and funding 

The number of free-to-view (FTV) analogue terrestrial channels has remained stable year-
on-year across most of the countries in this study. German viewers still have access to the 
largest number of services (though access to these is made possible through a small 
monthly ‘cable relay’ payment), while viewers in the Netherlands have access to the fewest 
channels. Uniquely, the Dutch analogue channels are all public service broadcasters (Figure 
3.35).  

Figure 3.35 Funding sources of Free-to-view analogue terrestrial channels 2006 
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Source: IDATE / European Audiovisual Observatory 
 
The cost of a television licence is partly a function of whether it is funded by other sources, 
and partly reflective of the scope of activities undertaken by the public service broadcasters 
(whether television-only, or including radio and online, for example). Most European 
countries fund public service broadcasting through a combination of licence fees and 
advertising, ensuring a diverse and partly-guaranteed income stream. The main exceptions 
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are the UK and Sweden, where funding is drawn almost entirely from the licence fee, which 
is consequently higher than in most other countries.  

A few countries studied in this report charge no licence fee – the Spanish PSB is funded by 
government grants and advertising while in the Netherlands the licence fee was abolished in 
2000 and public service broadcasting is now funded through government subsidy, paid for 
by an increase in income tax. There is also no licence fee in Canada, where the Canadian 
Broadcasting Corporation is funded from tax revenues and through advertising, while PBS in 
the US is funded through donations and federal grants (Figure 3.36).  

Figure 3.36 Cost of a licence fee, 2006 
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Source: Ofcom  
Note: The Japanese licence fee costs £74 for terrestrial homes or £127 for satellite reception. 
 

3.3.4 Consumption 

The daily reach of all television channels is shown in Figure 3.37. Definitions of ‘reach’ vary, 
according to the national audience measurement systems employed, so comparable data 
across all countries are difficult to acquire. In most cases ‘daily reach’ is defined as the 
proportion of viewers watching for at least one minute per day. Exceptions to this are the UK, 
where the figures relate to three minutes and Sweden, where the figures relate to five 
minutes. 

In most countries the daily reach for children and young people is consistently lower than the 
figure for adults. In Germany only 59% of children watch television for one minute or more 
on a daily basis, compared with three-quarters of adults.  Japan had the highest reach of 
86%. The lowest reach figures for adult audiences were in Poland and Germany (both at 
75%).  
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Figure 3.37 Daily reach of all television services, 2006 
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Source: IDATE, based on national audience measurement systems 
Notes: UK figure represents 3 minute daily reach; Sweden figure represents 5 minute daily reach; all remaining 
figures are 1 minute reach.  
National audience measurement systems vary in how they define age categories 

The average number of minutes spent watching television services remained relatively 
stable across the countries covered in this report between 2005 and 2006 (Figure 3.38). 

Japanese and US viewers watch more television than Europeans, consuming around 4.5 
hours per day in 2006, although the Japanese figure dropped significantly over the year - the 
huge success of the Nintendo Wii has been cited as a possible reason by some 
commentators. The heaviest consumers in Europe, in Italy and Poland, watched four hours a 
day on average. The lightest viewers were in Sweden, watching for an average of just 154 
minutes a day (2.6 hours), although Swedish channels benefited from the highest 
proportionate increase of consumption, up by 4.5% on 2005’s viewing. 

Figure 3.38 Minutes of viewing per head 
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Source: One Television Year in the World 2007 Eurodata/Mediametrie, based on national audience 
measurement systems and IDATE for Japan data 
Note: *2006 Japan methodology changed to allow for skew by the housewives audience group 
 
The collective audience share achieved by the top five channels in each country has also 
remained relatively stable year-on-year.  

US viewers continued to show the most diluted pattern of viewing, owing to the high 
proportion of homes that pay for more choice. Germany also showed slightly lower patterns 
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of viewing concentration than most of its European neighbours; this is probably due to the 
high number of free-to-view channels. 

The top seven channels in Europe with the highest share in their countries were TF1 in 
France, RTE 1 in Ireland, TVP1 in Poland, BBC1 in the UK, RAI 1 in Italy, TV4 in Sweden 
and Tele5 in Spain (Figure 3.39). 

Figure 3.39 Collective audience share of top one, three and five channels, 2006 
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In Europe, the average audience share of PSB channels fell by one percentage point 
between 2005 and 2006, to 40%. However, there was some variation between countries, 
with increases in Germany, Italy and Ireland being offset by falls elsewhere. PSB audiences 
in Sweden fell most, down by three percentage points (or 8.7%) to 36% in 2006 as people 
moved to pay services. In Japan, Canada and the US, viewers watch considerably less 
programming on PSB channels; in the US this is largely because few PSB channels are 
available (Figure 3.40).  
 
Figure 3.40 PSB share of viewing 
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The impact of reduced terrestrial channel viewing and the commensurate growth in the 
share of multichannel viewing over the last five years is shown in Figure 3.41. 
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Growth was fastest in the UK, with viewing of multichannels expanding by 65%, from 20% of 
all viewer hours in 2001 to 33% in 2006.  

Although multichannel viewing share in Germany and the UK was at a similar level in 2006, 
the rate of growth has been far slower in Germany, perhaps because of the availability or 13 
free-to-view analogue channels compared to five in the UK. Multichannel penetration in 
France, Italy and Spain is growing, but is still lower than in other countries, at between 10 
and 14%. 

The picture in the US was very different over the same period, with multichannel channels 
attracting the majority of viewer hours both in 2001 (54%) and in 2006 (66%) amid 
substantial reductions in the collective share of ABC, CBS, Fox, NBC and PBS.  

Figure 3.41 Terrestrial channels versus multichannel viewing shares 
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4.1 Radio market developments 
This section examines the characteristics of the radio markets in the UK, France, Germany, 
Italy, the US, Japan and Canada. In 2006 the UK radio industry generated revenue of 
around £1.2bn, equivalent to approximately 5% of the world total. By comparison, the US 
radio market generated around £11.7bn, equivalent to a 47% share of the global radio 
market. The seven countries included in this study account for around £20bn, or 80% of 
world radio revenues. 

Figure 4.1 Key radio market indicators, 2006 
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4.1.1 Digital radio services: development continues 

An increasing number of digital radio standards are in development 

Digital radio development first began in Germany in 1981, where the first DAB transmissions 
took place in 1988. Since then, development activity worldwide has resulted in the 
emergence of a variety of digital radio standards influenced by different industry structures, 
different funding models and variations in the use of spectrum.  

The World DAB Forum (previously the EuroDAB Forum established in 1995) was set up to 
help coordinate the development of digital audio standards around the world; the 
organisation now has 120 members from 30 countries. In October 2006 the group was 
renamed the World DMB (Digital Multimedia Broadcasting) Forum, to reflect its interests 
across radio, TV and mobile multimedia technologies. In November 2006 the forum 
announced the adoption of a new digital radio standard known as DAB+. The new format will 
use higher-quality ‘MPEG Audio Layer 4’ technology and the forum believes this will provide 
greater spectrum efficiencies, thereby creating increased capacity for more stations and 
lower transmission costs.  

In Europe most digital radio standards have so far been based around the DAB Eureka 147 
standard, with the first full DAB radio service launching in the UK in 1995. In the US satellite-
based services arrived in the late 1990s followed by HD (‘Hybrid Digital’) Radio, a terrestrial-
based audio standard which gained approval in 2002. The Digital Radio Mondiale (DRM) 
standard for AM digital radio was announced in Geneva in 2003. Meanwhile in Japan a 
digital terrestrial standard for television and radio broadcasts (ISDB-T) has been available 
since 2003. More recently the DAB+ standard has been trialled in a number of countries 
including Germany and France.  
 
The table below summarises the digital radio standards currently available or in 
development. 
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Digital radio standards 

• DAB (Digital Audio Broadcasting) DAB development started in Germany in 1981. The 
current DAB services are based on the Eureka 147 standard, initially an EU research 
project beginning in 1987, using the MP2 (MPEG-1 audio layer 2) coding standard. A 
number of countries were piloting DAB by 1995. In 2006 the World DAB Forum became 
the World DMB Forum and adopted a new standard, DAB+, using the AAC+ audio 
codec. Countries trialling DAB+ include France, Germany, Italy, China, India, Australia, 
New Zealand, Sweden and the Netherlands. 

• DMB (Digital Multimedia Broadcasting) The two DMB standards include: T-DMB 
(Terrestrial) and S-DMB (the satellite equivalent). DMB, facilitates the carriage of audio, 
pictures, video and data, and was developed in South Korea in 2005, where there are 
now 12 T-DMB and 19 S-DMB audio channels, alongside TV and data channels. S-DMB 
is used by satellite radio providers XM and Sirius in North America and by MobaHo in 
Japan. France, Germany and Italy are looking to develop terrestrial DMB services in 
2008.  

• DVB-H (Digital Video Broadcasting - Handheld) a standard developed to provide 
broadcast services to portable handheld devices. DVB-H technology is based on the 
DVB-T (Digital Video Broadcasting - Terrestrial) system that is used for digital terrestrial 
television, with additional features to meet the specific requirements of handheld, 
battery-powered receivers.  

• DVB-SH (Digital Video Broadcasting – Satellite Handheld) is a hybrid satellite and 
terrestrial standard based on DVB-H and SDR (Satellite Digital Radio) standards. DVB-
SH incorporates satellite transmissions which are then boosted by a terrestrial repeater 
network to increase coverage in built-up areas. DVB services began in 2006 in Italy and 
the US. It is also currently being trialled in China and India, while France and Germany 
plan to launch services in 2008. 

• HD (Hybrid Digital) Radio was developed by iBiquity as a proprietary digital radio 
standard for the US market. DAB development in the US has been partly prevented by 
the US military’s use of the L band spectrum usually allocated to DAB. The HD standard 
uses IBOC (In-Band-On-Channel) technology to allow the use of existing frequencies to 
send out a bundled signal incorporating both analogue and digital services. Textual data 
such as traffic, weather and song titles can also be transmitted. HD has now rolled 
across the US and is being used in Brazil and trialled in Canada. 

• DRM (Digital Radio Mondiale), sometimes described as ‘digital AM’, was developed as 
an open standard to provide higher quality digital services over a wider area. Generally 
using spectrum currently allocated to AM transmissions. Stations coded in DRM are 
capable of travelling long distances; they can also be transmitted on the same frequency 
and in tandem with a standard analogue AM radio transmission. A new standard, DRM+, 
is also being developed which the aim of providing services on the higher frequencies 
currently used by FM as well as AM. DRM is also capable of transmitting data alongside 
audio services. Italy, France and Germany are looking to develop DRM services in 2008, 
and the BBC is also currently trialling DRM in the UK. 

• ISDB (Integrated Services Digital Broadcasting) A separate standard developed in 
Japan. Research into producing a fully digital broadcast system began during the early 
1980s, which led to the development of the ISDB standard. Japan started terrestrial 
digital broadcasting using the ISDB-T standard through NHK and commercial 
broadcasting stations on 1 December 2003.  
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Digital radio services to increase in 2008 

Digital radio services have been developed in each of the seven main nations covered in this 
report, with so far varying levels of take-up.  

The UK was the first country to launch a national DAB digital radio service, DAB set sales 
passed 5 million in 2007 and home ownership now stands at around 20%. Over 85% of the 
UK population live in areas covered by both the BBC and the commercial DAB services. 
2007 also saw a limited trial of DRM services by the BBC. 

Take-up in Germany has been slower than in the UK, partly due to the more splintered 
nature of the market, with each of the 16 regions having their own broadcasts and in some 
cases trialling different digital broadcast technologies. DAB was launched in Germany in 
1998, since when coverage has reached around 82% of the country. Over 100 DAB stations 
are currently available, many of which simulcast existing analogue stations. Sales of DAB 
receivers reached 500,000 in 2007.  

The coming year should see further digital radio developments in Germany with the launch 
of two new national multiplexes, and a number of digital standards being considered, 
including DAB+, DMB, DVB, and DRM. A coordinated promotion of digital radio by PSB’s 
and commercial broadcasters is also planned for 2008. Deutsche Telekom won the contract 
to build Germany’s DVB-H network in October 2007 with the broadcast licence to be 
announced shortly.  

France and Italy have seen a similar pattern of development in recent years. DAB services 
launched initially in the 1990’s in both countries but have since been slower to develop as 
trials of digital radio platforms have continued. However 2008 should see the adoption of 
digital radio standards in both Italy and France along with an increased marketing and 
promotion of digital radio services. In both cases there are plans to launch T-DMB as a 
digital radio standard, probably to be supplemented by DRM. Coverage of T-DMB at time of 
launch is estimated to reach around 50% of the population in both France and Italy. 

France is also looking to launch DVB-H and S-DMB services in the future and is also 
considering using the DAB+ format. Italy is looking at the possibility of adopting HD radio 
using the IBOC (In-Band-On-Channel) format, as used in the US. This is partly due to a 
shortage of spectrum meaning that not all existing analogue stations can be accommodated 
on T-DMB. World Space has also received approval from the Italian Ministry of 
Communications for Italy to be the first European country to receive its satellite radio 
subscription service, with a planned launch set for late 2008. The service would offer around 
40-50 radio channels along with data services. 

In Japan, ISDB-T and ISDB-TBS standards were launched in 2003 by NHK and the 
commercial stations. The expansion of digital radio services may, however, depend on the 
switch-off of analogue television broadcasts, which is set to be completed by 2011. 
Meanwhile, satellite mobile audio and video services became available in Japan via 
Mobaho! in 2004 using ISDB technology. This service offers mobile users in Japan access to 
seven video channels, 30 audio channels and around 60 data services for a monthly fee of 
£5.       

In North America digital radio has seen significant developments over the past year, in both 
the US and Canada. A key development has been the proposed merger of the two satellite 
operators XM and Sirius. HD radio was also rolled out across the US in 2007. There are 
currently around 1200 radio stations broadcasting over HD, many of which are simulcasts of 
analogue stations. Coverage was estimated to be 80% of the US population at the time of 
writing, with 500,000 HD receivers sold. Ongoing development of HD radio and DAB have 
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taken place in Canada during 2007. A summary of the digital radio developments in each of 
the seven countries is illustrated in figure 4.2. 

Timeline of digital radio developments  

1995 RAI begins DAB broadcasts
1998 Commercial operators start DAB services. Club DAB Italia 
consortium formed
2004 Media Bill passed – establishing structure for digital radio 
broadcasts
2007 T-DMB trials, with aim to cover 50% of Italy by end 2007
2007 World Space announces Italy to have first European radio 
satellite service in 2008
2008 Plans to launch T-DMB and DRM, possible trials of HD radio

1981 Development of digital radio begins
1988 First DAB transmissions in Europe
1998 DAB launched in Germany
1999 Regular DAB  broadcasts begin, on L-Band and VHF
2005 DMB, DVB-H, DVB-T, and DRM being tested in various 
regions
2006 Launch of commercial T-DMB service over mobile phone
2007 82% coverage, 500,000 DAB receivers sold, 100+ stations
2008 Plans to re-launch digital radio with two national 
multiplexes, DAB+, DMB, DVB, and DRM all being considered

ItalyGermany 

1996 Digital broadcasts start using 
DVB-S
2000 Digital satellite broadcasting using 
ISDB-S launches
2003 Terrestrial digital broadcasting 
starts via ISDB-T - NHK and 
commercial stations
2004 Mobile satellite digital audio / 
video broadcasting service launched by 
MobaHo! using ISDB-S
2005 Japanese radio groups form 
consortium for digital radio services
2005 10 million subscribers to ISDB-T
2006 Approx 84% coverage for ISDB-T
2006 Launch of digital broadcasting 
service for mobile devices – ‘One Seg’
2007 Almost 19m households receiving 
satellite services
2011 Target for full coverage of digital 
TV broadcasts in Japan and analogue 
switch off

JapanCanadaUSA
1999 DAB stations launch in Canada in 
Toronto, Montreal and Vancouver, Ontario 
and Ottawa added later
2005 CRTC approves XM and Sirius to be 
launched in Canada. Also approves a 
terrestrial digital subscription service to be 
provided by CHUM – to cover mainly urban 
areas in the south
2005 November launch of XM satellite radio 
in Canada. December launch of Sirius 
Canada
2006 73 DAB stations broadcasting in the 
main cities, covering 11m people or 35% of 
the population
2007 Sirius reaches 500k satellite 
subscribers
2007 Trials of DAB and HD radio ongoing

1997 Satellite radio licences awarded 
to XM and Sirius
2001 Launch of satellite radio via XM
2002 Sirius satellite radio launches 
FCC approves HD radio
2004 Satellite radio becomes 
commercial free
2005 HD Radio Alliance formed –
a consortium of leading radio 
broadcasters to promote HD radio.
2007 Satellite subscribers reach 16m 
2007 March - FCC approves 
nationwide roll out of HD radio, 1200 
stations broadcasting, 500k receivers 
sold, approx 80% coverage

1997 DAB launched, providing services in Paris, Lyon, Marseilles, 
Toulouse, Nantes
2004 Communications Bill passed – including licensing of digital 
broadcasts
2005 Radio France trials DMB and DVB-H. DRM trials by RF and 
commercial groups
2006 Ministry of Culture and Communications consultation on digital 
radio. French broadcasters form ‘Digital Radio Group’
2006/07 Ongoing trials of DAB+, T-DMB, DRM
2008 Plans to launch T-DMB, in conjunction with DRM and DVB-H 
and in future S-DMB,  also possibly DAB+. Aim to cover 70% of 
population over 5 years

1990 Trials of DAB by BBC
1995 BBC launches DAB services
1996 Launch of DAB-IP services, BT Movio and Virgin mobile 
services
1997 National DAB rollout begins
1999 Digital One begins broadcasting DAB with 69% coverage
2004 1m sales of DAB receivers
2006 DAB reaches 85% coverage, DAB-IP launches in UK
2007 DAB sales exceed 5 million and 20% DAB take-up, BBC 
begins DRM trial
2007 Award of second national DAB multiplex to 4 Digital Group
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Satellite radio – consolidation in the US and expansion into Europe 

Subscription-based satellite radio is well established in the US. Sirius and XM each have a 
substantial subscriber base, thanks to the combination of radio distribution deals with car 
manufacturers, advertising-free content, exclusive shows hosted by high profile presenters 
(such as Howard Stern) and an increasing range of portable satellite receivers.  
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In 2007 the two companies announced plans to merge. Subject to FCC approval, the 
combined business would benefit from a subscriber base of over 16 million, and would offer 
a service giving radio coverage of all the major US sporting events.  

Following approval by the Canadian Radio-Television and Telecommunications Commission 
(CRTC), both operators extended their footprint to include Canada in 2005, and had 
approaching 800,000 subscribers by October 2007. The two are separate entities from their 
US counterparts, with majority ownership by Canadian companies, and both of them 
broadcast Canadian-produced content, in addition to the US service line-up.  

World Space satellite radio is the only service to cover Asia and Africa, with two satellites 
reaching an estimated two-thirds of the world’s population. The company’s footprint extends 
to parts of Europe, and a third satellite is planned for launch in 2008, which will allow it to 
develop subscription services for Western Europe, starting with Italy in 2008. By Q2 2007 
World Space had nearly 200,000 subscribers, the majority of whom were in India.  

4.1.2 Listeners embrace new ways of accessing audio content 

For this report, Ofcom commissioned a quantitative online survey of internet users in the 
seven main countries under consideration (the UK, France, Germany, Italy, the US, Japan 
and Canada). The survey looked at the adoption of new media and its effect on media 
consumption habits. 

The survey showed that, as expected, ownership of digital radio varied by nation depending 
on their level of digital roll-out. It is possible that respondents in countries where digital radio 
is yet to be fully launched (such as Italy), may have interpreted the term ‘digital radio’ to 
mean any radio with a digital display.  

In the UK, with one of the most established digital radio markets, 26% of respondents 
claimed to own and use a digital radio; this compares to 11% of US listeners and 14% in 
Canada. Increasing take-up of satellite radio in North America, along with the more recent 
development of HD radio, have led to growth in digital radio in both the US and Canada 
(Figure 4.2). People in Japan were the least likely to say they owned a digital radio receiver, 
which may be explained by the fact that there are proportionally fewer digital radio stations 
available and the lower levels of radio listening in Japan. Television, by contrast, is 
significantly more popular in terms of average weekly viewing hours in Japan. 
 

Figure 4.2 Devices owned and personally used: digital radio set 
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Lower levels of radio listening in Japan are reflected in lower use of the internet to access 
radio stations online. Less than one in five Japanese respondents claimed to use the internet 
for this purpose, substantially below the 32% or more found in all other countries. French 
listeners appeared to be the most enthusiastic, with 46% claiming to listen to internet radio, 
followed by 35% in each of the UK, Germany, Italy and Canada (Figure 4.3).  

Figure 4.3 Use of home internet for radio listening 
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New audio services such as downloads and podcasts have become increasingly popular in 
all of the nations we examined. Around half of Italians and Canadians surveyed said they 
used the internet to download audio content, while just under half (45%) made that claim in 
the UK. These services were less popular in Germany, where one in five claimed to have 
downloaded audio from the internet (Figure 4.4).  
 

Figure 4.4 Home internet used for listening to or downloading audio content 
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Source: Ofcom research, October 2007 

The effect of the internet on radio listening 

The respondents to the survey were asked about changes in their media consumption since 
starting to use the internet. In Japan there appears to have been a pronounced move away 
from traditional radio, with 31% of web users saying they listened to less offline radio since 
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starting to use the internet, compared to only 7% who said they listened to more. A similar 
pattern emerged in France, with 33% listening to less offline radio, compared to 15% who 
listened to more. The UK and Germany saw a comparable trend with 21% and 22% 
respectively claiming to listen to less radio offline, compared to 14% in both countries who 
claimed to have increased their offline listening. However, radio fares better than television 
in this area, as for all countries in the survey other than Japan, there was a higher shift away 
from watching television since acquiring the internet. 

Figure 4.5 Change in offline radio since first using internet  
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Mobile phones offer increasing audio functionality, with many handsets now incorporating an 
integrated analogue radio receiver along with an MP3 player. Listening to MP3s on a mobile 
was increasingly common across most of the countries surveyed, with around a quarter of 
people in the UK, France, Germany and Italy saying they were using this feature. FM radio 
listening was also popular in Italy and the UK, with around one in five using this feature. 
Mobile podcasting was still a niche activity, undertaken by just 1% to 3% of mobile users. 
Mobile customers in the US and Canada were less likely to use their mobile phones for any 
of the multimedia activities that the survey explored.  
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Figure 4.6 Mobile audio service use 

Which of the following activities do you use your mobile for: FM radio, MP3, podcasts? 
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4.2 The radio industry 
4.2.1 Global radio revenues increasing 

Commercial revenue an increasing proportion of total revenue in 2006 

Global radio industry revenue reached £25bn in 2006, up by 4% or almost £0.9bn on 2005. 
Commercial revenue (principally advertising and sponsorship) accounted for around 74% 
(£19bn) of the total, up by £0.8bn or 4% on 2005. Public funding accounted for the 
remaining 26% (£7bn) and rose by £0.08bn year-on-year.  

Commercial revenue growth has continued to outstrip public-funded radio over the past five 
years, expanding by £4.2bn or 4% per year. This has been driven by the growth in radio 
advertising in developing markets around the world and by new commercial revenue 
streams, principally subscription and online radio. In parallel with the television industry, 
public funding, (including spend by PSB’s and government funds allocated for radio 
services) grew by just 3% per year over the same period, up by £0.8bn over the five-year 
period. 

Figure 4.7 Global radio industry revenues, 2001 - 2006 
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Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011. 
Note: Ofcom has used an exchange rate of $1.84 to the pound. Interpretation of data is solely Ofcom’s 
responsibility  
 

4.2.2 Revenue growth by nation 

US the largest radio market in value and still growing 

The US radio market is, by a significant margin, the largest in the world, generating income 
of £11.7bn in 2006. The German market ranked second by value in 2006 at £2.3bn, aided by 
higher levels of public investment. Radio revenues in Japan and the UK were stable year on 
year at £1.9bn and £1.2bn respectively, although both were down in real terms, due to 
increasingly competitive markets and, in particular, the continued growth of internet 
advertising. 
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Figure 4.8 Radio industry revenue, 2006 
Total revenue (£bn) 
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Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011, CRTC and CPB 
Note: Ofcom has used an exchange rate of $1.84 to the pound. Interpretation of data is solely Ofcom’s 
responsibility  
 
The Canadian radio market has grown fastest of all those covered in this report, up by 25% 
(or 6.25% per year) over the last four years, albeit from a relatively smaller base. Growth has 
been fuelled by expanding advertising revenue and, more recently, by the launch of satellite-
based subscription radio services. Historically, radio in Italy has been less popular than in 
other countries, but substantial growth at 5% per annum, has been achieved over the last 
four years, due mostly to an expanding radio advertising market.  

Growth also continued in the US, already the largest radio market, up by £1.4bn or 13% over 
four years. As in the Canadian market, much of this increase can be explained by 
advertising sales growth and by an expanding base of satellite radio subscribers. The 
markets in the UK, France, Germany and Japan have all shown growth over four years, 
ranging from 7% - 11%.  

Figure 4.9 Radio industry revenue growth, 2002 - 2006 
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Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011, CRTC and CPB 
Note: Ofcom has used an exchange rate of $1.84 to the pound. Interpretation of data is solely Ofcom’s 
responsibility.  
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Five markets are predominantly publicly funded 

Of the seven markets reviewed in this report, five receive over half of their revenue from 
public sources. In Germany £1.9bn, or 80% of industry revenue, was generated through 
public funding in 2006 (via ARD’s PSB stations), more than in any of the other nations. This 
could be a function of the need to provide services for the 16 regions of Germany. Public 
funding for Radio France, NHK’s radio networks in Japan, and stations from RAI in Italy, 
together accounted for around 55% of total industry revenues, while public funding in the UK 
accounted for a similar amount at 53%.  

In the US there is a smaller level of publicly-funded radio, with around £50m of federal 
funding allocated by the Corporation of Public Broadcasting (CPB) for public radio services. 
This is equivalent to around 0.4% of all revenue, with the vast majority (almost £11bn, 
around 92% of the total) coming from advertisers, while subscriptions now account for 
around £963m or 8% of revenue. In Canada, an estimated 18% of revenue was drawn from 
public sources, with CBC Radio Canada spending around £158m on radio services. 
Advertising revenue in Canada reached around £700 million in 2006. This was the first full 
year of subscriber revenue for the Canadian industry, which accounted for £11 million of the 
total. 

Figure 4.10 Proportion of radio industry revenue, by source 
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Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011, CRTC and CPB 
Note: Ofcom has used an exchange rate of $1.84 to the pound. Interpretation of data is solely Ofcom’s 
responsibility 
 
US industry generates the highest per capita revenues  

The strength of the US radio advertising market resulted in its radio revenues per head being 
higher than in all of the other countries in this study, at around £39 per person. The markets 
in Canada and Germany were the next highest, at £28 and £27 per head respectively, but 
these two markets have a different ratio of private and public funding sources. In Germany 
£22 was provided by public funding and £5 from advertising, while in Canada £23 came from 
advertising revenue and £5 from public funding, with an additional smaller element from new 
subscription radio revenues. At £21 per head the UK was slightly ahead of France (£18 per 
head), while operators in Japan and Italy each generated £14 per head. 
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Figure 4.11 Radio industry revenues per head 
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Source: Ofcom analysis based on data taken from PricewaterhouseCoopers Global Entertainment and Media 
Outlook 2007-2011, CRTC and CPB 
Note: Ofcom has used an exchange rate of $1.84 to the pound; population figures used in this calculation can be 
found in the country profiles. Interpretation of data is solely Ofcom’s responsibility  
 

4.2.3 Radio’s share of total advertising spend 

Radio in Canada and US has highest share of all ad revenue 

The attractiveness of radio to advertisers varies substantially by country. Canada’s radio 
industry attracts the highest proportion of advertising revenue of all the countries in this 
report, accounting for 12.4% of total spend. The US industry has also been successful at 
building a substantial radio advertising market, at 11% share of advertising. France’s radio 
operators attracted 7.6% of all advertising spend in 2006, with the remaining countries in this 
study taking no more than 5% of total spend.  

To some extent this may reflect patterns of public investment in radio by nation. With the 
exception of France, those countries with a smaller radio advertising market were also those 
where the level of public sector investment as a proportion of industry revenue was highest 
(Figure 4.12).  

Germany has the highest level of public funding at 80%. At the opposite end of the 
spectrum, the US industry attracts a smaller amount of public funding (less than 1% of all 
radio industry revenues). Canada also attracts a lower level of public funding than Japan and 
the major European territories (an estimated 18% of total revenue). 
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Figure 4.12 Radio advertising as a proportion of total advertising spend and levels 
of public funding in 2006 

Public funding share of radio income (%) 
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Source: World Advertising Trends 2006, World Advertising Research Centre Ltd, Ofcom analysis, CRTC, CPB 
 
Radio markets generally influenced by a PSB alongside large commercial groups 

Five of the seven nations in the study have a radio market which is significantly influenced 
by a Public Service Broadcaster (PSB). Many PSB radio providers are also television 
broadcasters, such as the BBC in the UK, NHK in Japan, RAI in Italy, ARD in Germany, and 
CBC in Canada, although Radio France is a separate body to France Televisions.  

In the US, the Corporation for Public Broadcasting (CPB) provides Federal funding for public 
radio stations, while public radio programme content is provided by organisations such as 
National Public Radio (NPR). Many public radio stations in the US obtain funding from a 
variety of sources, including advertising and other commercial revenues, alongside funding 
from local and central government, local businesses and other benefactors.  

Most commercial radio markets are influenced by a number of main groups, with smaller 
independent stations often providing services for a more localised population or particular 
section of a community. Figure 4.13 below summarises the main radio operators for each 
country; 
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Figure 4.13 Major radio operators and their stations 
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4.3 The radio listener 
4.3.1 Station availability 

There are more licensed radio stations in the US than in any other country  

The US and Canada lead the way when it comes to the number of stations on air. In the US 
there are an estimated 13,000 licensed operators, equating to around 43 stations per million 
of population. The number in Canada is also substantial, at around 1,250 stations, 
equivalent to around 40 stations per million people. This contrasts with the Japanese market, 
where there are 300 stations on air, or 2.3 per million.  

Among European countries, the UK, France and Germany have each licensed between 300 
and 400 stations. However, it is worth noting that station availability does not always equate 
to station choice; as the figures below draw no distinction between local and nationally 
available networks. In the US, for example, there are no nationally available terrestrial radio 
networks (although the satellite services cover the whole country).  

Figure 4.14 Number of broadcast-based local and national radio stations per head 
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Source: Ofcom, AMR International Ltd, FCC, CRTC 
 
In the European countries where DAB services are broadcast, there is substantial variation 
in the number of stations available. The relatively mature UK DAB platform carries 172 
digital stations, although many of these are regional services and are therefore only 
available to part of the population via local multiplexes. Germany has 107 digital radio 
channels (including many regional services) while the Italian platform supports 46 services. 
Radio France currently provides the DAB services in France.  

Sirius and XM in the US offer access to over 200 stations, many of which are available to all 
listeners regardless of location. There are also 1500 stations now broadcasting via HD radio 
with a further 3000 committed to do so in the future. Canadian listeners have access to 195 
satellite radio channels through Sirius (110 channels) and XM (85 channels), alongside 76 
stations broadcasting using DAB. DAB coverage is currently mainly available to people living 
in the Canada’s southern cities. 
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Figure 4.15 Radio stations available over digital radio platforms 
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Source: Ofcom, National regulators and PSBs 
Note: Excludes internet-only stations 
 
Many countries broadcast international radio services 

In many nations public radio operators also fund international radio services around the 
world. The services aim to serve ex-patriot communities and also to provide a national voice 
on world affairs.  

The reach of these services can be substantial; for example The Voice of America (VoA) 
serves an audience of 94 million people around the world. Editorial remits are often designed 
to maximise global appeal by providing news and information across many territories and by 
broadcasting in local languages. VoA carries content in 44 languages, followed closely by 
the 43 languages offered by China Radio International. The BBC World Service broadcasts 
in 33 languages, with international services also provided by France, Germany, Italy, 
Canada and Japan.  

Figure 4.16 Overseas radio services, 2006 
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4.3.2 Radio listening 

Leading radio nations listen for around 20 hours per week 

Average radio-listening data were not available for all of our core countries in 2006, but for 
completeness we show latest available figures for 2005 or 2006 in Figure 4.17. This shows 
that average listening is slightly higher in the UK at over 21 hours per week, followed closely 
by France, Germany and the US at around 20 hours per week each week. Despite the 
number of stations on offer, radio is slightly less popular in Canada, at under nineteen hours 
per week, and substantially less popular in Italy and Japan, with around 14 hours weekly.  

Figure 4.17 Weekly listening hours, 2005/06  
Average hours per head 
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Source: RAJAR, AMR International Ltd, Mediametrie, CRTC, NHK 
 
Listening concentrated among fewer stations in Europe 

Listeners in the UK and Germany tend to concentrate their listening among a smaller 
number of stations; the four leading stations attract 41% of listener hours in both cases and 
the strength of public service broadcasters was shown by their taking all of the top four spots 
in the UK and Germany. French and Italian listeners tend to listen to a wider range of 
services, with the top four stations accounting for around a third of all listener hours. By 
comparison, commercial stations in France accounted for three of the leading four stations, 
with two commercial stations in the top four in Italy.  

Figure 4.18 Top four stations: listening share    
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4.3.3 PSB radio’s share of hours highest in UK and Germany 

The number of PSB radio networks appearing in the top four reflects the overall share of 
listening taken by PSBs, with the BBC in the UK and ARD’s radio networks in Germany 
attracting 55% and 56% respectively of all listener hours in 2006. Japan’s NHK radio stations 
held a 38% share in the same year, and Canada’s CBC’s stations attracted a share of 
around 12% of all listener hours. While French stations from Radio-Canada (SRC) have a 
16.7% share in francophone Canada.  

In the US an exact measurement of public radio programming share was not available. 
However, according to media research from Arbitron Inc, public radio reached 11.2% of the 
US population on a weekly basis in 2006. The National Public Radio (NPR) organisation 
provides public radio programme content for around 860 independent stations in the US, 
reaching an estimated audience of 26 million per week in 2007, almost 9% of the population. 
Overall there are an estimated 1,700 public radio stations operating in the US, with around 
700 of these funded by the Corporation for Public Broadcasting (CPB). This means that 
around 13% of radio stations in the US are non-profit public radio stations. 

Figure 4.19 Share of PSB listening, 2006 
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5.1 Telecoms market developments 
Figure 5.1 Key indicators 
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5.1.1 Introduction 

As the data above indicate, the telecoms industry is an important contributor to the 
economies of all the countries analysed in this report. Service revenues of £38.3bn in the 
UK, for example, equate to over 4% of UK GDP, and retail revenue from telecoms services 
is around twice as high as that from automotive fuel. 

In all of the countries analysed, the majority of the population have a mobile connection, and 
multiple-SIM ownership means that there are more mobile connections than people. At the 
same time, most households have a fixed line for voice services and broadband connections 
per 100 households range from 14 in Poland to 58 in Canada. 

The two following sections use data sourced from operators, national regulators and 
consumer surveys to compare and contrast the telecoms sectors across our comparator 
countries, first from an industry and then from a user perspective. 

In this section, we focus on three major themes across the international telecoms markets: 

• the rise of mobile voice and the substitution of mobile for fixed voice services;  

• variations in broadband markets and in particular the speeds of access networks; and 

• the growth of non-SMS mobile data services and the emergence of mobile broadband. 
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By examining the drivers of variations between countries in these three areas we hope to 
gain broader insight both into overall trends in the consumption and provision of telecoms 
services, and into the different characteristics of the national markets. 
 

5.1.2 The rise of mobile and its impact on fixed-line voice 

A major trend in the international telecoms voice market over the last five years has been the 
growth of mobile. Mobile connections exceed fixed connections in all of our comparator 
countries, and in many (the UK, Germany, Italy, Spain, Netherlands, Sweden and Ireland) 
the number of active mobile connections exceeds the population, with growth driven by 
multiple SIM ownership  

There is evidence in most countries that some of the rise in mobile voice use is substitution 
for fixed-line voice services. Before discussing the reasons for this, we examine three key 
metrics: relative changes in the number of fixed and mobile connections; relative changes in 
fixed and mobile call volumes; and changes in the numbers of households that are mobile-
only. 

Large growth in mobile connections accompanied by fall in fixed voice lines 

The rise in mobile connections has been accompanied by a fall in fixed-line connections 
(Figure 5.2). In all of the comparator countries the number of mobile connections is now well 
in excess of the number of fixed lines. 

Figure 5.2 Change in fixed voice and mobile connections, 2001-2006 
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Growth of mobile even stronger in terms of call volumes 

The growth of mobile and the decline of fixed telephony is even more evident when 
measured by the volumes of calls made. Mobile volumes increased by over 60% between 
2001 and 2006 in all countries except Japan, which has the most mature mobile market, and 
where growth in connections peaked before 2001. Fixed volumes decreased in all the 
countries for which data are available except Germany (Figure 5.3).  
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Figure 5.3 Change in fixed and mobile outbound call volumes, 2001-2006 
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Note: US mobile call volumes are outbound and inbound (outbound only is not available); fixed volume data are 
not available for the US, Japan and Poland 
 
Nearly 40% of Italian households are mobile-only, compared to 10% in Germany 

There are significant variations in the levels of fixed-mobile substitution, as measured by the 
proportions of mobile-only and fixed-only households. According to a survey commissioned 
by the European Union, by the end of 2006 38% of Italian households had at least one 
mobile connection but no fixed connection (Figure 5.4). This compares to 4% of households 
in Sweden, 7% of households in the Netherlands and 13% of households in the UK.10 Most 
countries saw a significant increase in mobile-only households between the end of 2005 and 
the end of 2006, although the numbers remained fairly static in the UK, Germany and Spain. 

Figure 5.4 Household telecoms connections 
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Sources: European Commission, Special Eurobarometer, 249 (July 2006), based on fieldwork in December 
2005-January 2006; European Commission, Special Eurobarometer, 274 (April 2007), based on fieldwork in 
November-December 2006  

                                                 
10 Ofcom’s own consumer research found 10% of UK households to be mobile-only at the end of 
2006. See Ofcom’s ‘The UK’s Communications Market 2007’, section 4.1.11 
http://www.ofcom.org.uk/research/cm/cmr07/  
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Variations are caused by different dynamics in national markets 

Understanding the drivers of these variations gives insight into overall trends in telecoms 
and into the different characteristics of national markets. The reasons for differing levels of 
fixed-mobile substitution are complex and inter-related, but it is useful to highlight three key 
factors: the levels of DSL broadband penetration, the relative pricing of fixed and mobile 
voice and the response of the fixed-line incumbent to the threat of mobile. 

The requirement to have a home phone line for most DSL broadband connections constrains 
levels of household migration to mobile-only. Therefore countries with very high DSL 
broadband penetration such as the Netherlands and Sweden tend to have low levels of 
mobile-only households. However, this could change with the emergence of ‘naked DSL’ 
(where a dedicated broadband line is provided without a connection to the publicly-switched 
telephone network and the associated dialtone). There is currently limited naked DSL 
availability and low take-up in Europe. Norway (outside the scope of our research) was the 
first European country to introduce it in 2002, and, according to a survey by Execution 
Research in mid-2007, nearly 40% of mobile users had already given up their fixed line for 
voice services and less than 30% of mobile users in Norway said they had “no plans at all to 
give up their fixed lines”.11 Naked DSL was launched in France in the first half of 2006, and 
the German regulator has mandated Deutsche Telekom to make it available as a wholesale 
service on non-discriminatory terms from 2008.  

The relative pricing of mobile and fixed voice calls also has an impact on levels of 
substitution. Italy and Spain have relatively low revenue per minute for mobile calls and also 
have a large number of mobile-only households. Germany has the highest differential in 
revenue per minute between fixed and mobile calls, but its mobile operators have achieved 
some migration to mobile-only by offering ‘Homezone’ products, whereby users are charged 
at landline rates when at home and mobile rates when ‘out and about’ (there are two models 
for Homezone charging; either a lower price is charged when a call is made using a network 
cell near the customer’s home, or calls are routed through a wireless modem box within a 
customer's premises and via conventional cellular networks when the user is mobile). 
Homezone-type offers have since been launched in several other countries (including by BT, 
O2, Orange and T-Mobile in the UK), although they have generally been less successful in 
attracting subscribers. 

The response of fixed-line operators, and in particular the incumbent, to the threat of mobile 
can also influence the level of substitution of mobile for fixed lines. BT in the UK is the only 
incumbent fixed-line operator among our comparator nations not to own a mobile network 
(although it operates as a mobile virtual network operator) and, as such, it is more vulnerable 
to fixed-mobile substitution than integrated operators, whose mobile divisions can attempt to 
recapture lost traffic and revenue. Its response has been to migrate its entire retail customer 
base to its ‘Together’ packages which offer a fixed price for all calls of up to an hour in length 
plus inclusive calls (on some options) in an effort to create a competitive equivalent to the 
inclusive offers available from mobile operators. This may partially explain why fixed to 
mobile substitution in the UK has been slower than in many of the comparator countries in 
terms of connections and call volumes. 

Overall, fixed-line voice is firmly entrenched  

It is clear that barriers to going mobile-only are falling, as price differentials between fixed 
and mobile narrow and as the requirement to have a fixed line in order to get a broadband 
service disappears in some countries. However, most households across our comparator 
countries continue to have both mobile and fixed connections and, as Figure 5.5 illustrates, 

                                                 
11 Execution Research, ‘To Boldly Go… Mobile-only’, 4 September 2007 
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overall call volumes in 2006 were higher on fixed than on mobile in every country for which 
data were available. 

Two conclusions can be drawn from this: 

• Firstly, the majority of consumers in all countries continue to have a need for a fixed line 
and prefer to use it for many voice calls. In addition to price, factors including poor indoor 
mobile network coverage, health concerns and lack of fixed to mobile number portability 
may also be relevant. 

• Secondly, despite the near-saturation of mobile penetration and the large increases in 
mobile call volumes over the last five years, there is scope for much more growth in the 
mobile market if operators can target the calls made by consumers in their homes.   

Figure 5.5 Monthly fixed and mobile use per head, 2006 
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Source: IDATE / industry data / Ofcom 
Note: Data are not available for the US 
 

5.1.3 Characteristics of national broadband markets 

Like mobile, broadband growth has been strong over the last five years; over half of 
households in the majority of our key comparator countries now have a broadband 
connection. With availability well in excess of 90% in most countries, the debate over 
broadband now tends to focus on the ‘quality’ of broadband connections, particularly with 
respect to the speeds available and the scalability to cope with an expected growth in 
demand for high bandwidth services.  

This section first looks at one commonality across most of the countries we are analysing - 
the importance of DSL as a platform - before interpreting some primary research 
commissioned for this report which investigated consumers’ perceptions of their broadband 
speeds. We then examine the market conditions which have led to differing levels of 
investment in next-generation access networks, which provide the potential for a step-
change in broadband speeds compared to current ADSL networks. 

DSL broadband dominates European markets 

In all of the European countries in our analysis, the large majority of broadband is delivered 
via DSL technology using legacy copper wire lines into customers’ homes (Figure 5.6). And 
in all countries, including those outside Europe, the proportion of broadband delivered via 



The International Communications Market 2007 

156 

DSL increased between 2001 and 2006 as telephone exchanges were upgraded to enable 
DSL broadband, and the footprint of broadband availability expanded beyond cabled areas.  

In the US, Canada and Japan, the market share of DSL is lower. In the US and Canada, this 
is predominantly due to the delivery of broadband over co-axial cable which was installed in 
previous decades to deliver cable television services; in Japan the large-scale recent 
deployment of fibre to the home (FTTH) has caused the DSL share of broadband 
connections to fall since 2003. 

A characteristic of DSL broadband delivered via copper wires is that the speed of service 
degrades with distance from the exchange. This is true for first-generation ADSL1, while 
ADSL2 and ADSL 2+ typically experience even faster degradation rates (a typical ADSL2+ 
broadband connection might experience a 50% decrease in speed at about 2 km from the 
exchange and at 3km distance there is little advantage in ADSL2+ over ADSL1).12 

Therefore, in DSL broadband there is a gap between the maximum broadband speed (also 
known as the ‘headline’ speed as it is the speed which is generally used by broadband 
providers when they advertise speeds: ‘up to XMbit/s’), and the actual broadband speeds 
received by customers, which decrease with distance from the exchange.13 In addition to 
technical deployments (ADSL1 can deliver maximum speeds of 8 Mbit/s compared to the 24 
Mbit/s or higher theoretically available via ADSL 2+), the variation in actual speeds across 
the countries is also a factor of the average distance of premises from exchanges; actual 
speeds tend to be higher in countries with higher population density, where the average 
distance from exchange to consumer premises is typically lower. A further factor which can 
reduce broadband speeds is ‘contention’, whereby speeds can decrease, over DSL and 
cable networks, if multiple users are simultaneously sharing bandwidth.  

Figure 5.6 DSL as a proportion of total broadband connections 
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Most consumers in all countries except Japan are satisfied with broadband speeds 

In order to examine consumers’ perceptions of broadband speeds we commissioned 
consumer research using a panel of 1,000 internet users in each of our seven comparator 
countries (the methodology is detailed in Appendix C). 

                                                 
12 Further information is provided in Ofcom’s Broadband 2007 Digital Progress Report: 
http://www.ofcom.org.uk/research/cm/broadband_rpt/  
13 A number of other factors are also relevant including the ‘contention’ rate, whereby speeds vary 
with the number of simultaneous users. See Ofcom’s Broadband 2007 Digital Progress Report for 
more details.  
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Overall, the majority of customers were either ‘satisfied’ or ‘very satisfied’ with the speed of 
their internet connection in every country except Japan (Figure 5.7)14. 

Figure 5.7 Satisfaction with speed of broadband connection 
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Source: Ofcom research, Q3 2007 
 
There are many factors which influence levels of satisfaction. It might be expected that 
consumers in countries with lower broadband speeds are less likely to be satisfied; however, 
it might also be the case that in countries where high speeds are only available to some 
consumers overall expectations are raised, creating lower levels of satisfaction among those 
sections of the population that do not have access to the high speeds. (This could possibly 
explain the situation in Japan, where satisfaction levels are lowest, according to our survey, 
but where around 30% of broadband connections are via fibre and offer speeds in excess of 
50 Mbit/s). 

Variations in internet use by country may also effect satisfaction, with users of high-
bandwidth services such as streaming video more likely to require higher speeds and more 
likely to be dissatisfied if they do not always receive these speeds. Another variable could be 
the profile that broadband speed has among the online community within each country as a 
result of the marketing activities of the providers or the campaigning of consumer groups and 
the media. 

Our research also asked broadband users what was the ‘advertised’ speed of their home 
connection (also known as the ‘headline’ speed), and then what they thought the ‘actual’ 
speed of their home connection was. We believe that, in the absence of operator or third-
party data, this research provides useful insight into international variations, but it has two 
limitations which should be noted: 

• firstly, it relies on consumers’ own perceptions of actual broadband speed, which 
requires some technical knowledge and is likely to vary significantly at different times. In 
this context it is important to note that in our survey a significant proportion of internet 

                                                 
14 The figure of 68% of UK broadband consumers satisfied with the speed of their connection 
compares with a figure of 75% of internet users satisfied with the speed of their connection in Ofcom’s 
UK consumer tracker for Q3 2007. This variation may be caused by differences in the framing of the 
question. In the research commissioned for this report consumers were asked whether they were 
satisfied with broadband speed immediately after being asked what they thought their headline 
internet speed was, and what they thought was the actual speed of their internet connection; Ofcom’s 
consumer tracker asks about satisfaction with internet speed alongside questions related to other 
aspects of satisfaction with internet service including cost, value for money and reliability. 
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users in each country were unsure even of their headline bandwidth, ranging from 15% 
in Germany to 59% in the US and 60% in Canada (Figure 5.8); and 

• secondly, the quality of the broadband connection is not the only factor in defining 
broadband speed, which will also be influenced by the user’s own equipment, the 
applications they are using, the websites they are visiting and the number of customers 
using broadband at the same time (which can cause contention). 

The highest overall speeds were reported in Japan, where 64% of those who claimed to 
know their headline speed stated that it was ”up to 16Mbit/s” or higher (Figure 5.8). The UK 
had the lowest proportion of consumers reporting speeds of “up to 16 Mbit/s” or higher (9%), 
while Canada and the US had the highest proportion of consumers reporting speeds of 1 
Mbit/s or slower (36% and 27% respectively). 

Figure 5.8 Claimed headline broadband connection speed 
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Because of the reduction in speeds caused by degradation over distance (for DSL 
broadband) and contention (over both cable and DSL broadband), headline broadband 
speeds are not always a useful metric for understanding the actual consumer experience. 
When asked what they thought was the actual broadband speed they received, in all 
countries actual speeds were lower than headline speeds, but there were significant 
differences in the perceived gap between headline and actual (Figure 5.9). 

The biggest gap between claimed headline speeds and perceived actual speeds was in the 
UK, where 47% of consumers stating a connection speed claimed that their headline speed 
was “up to 8 Mbit/s” or higher, but only 23% thought that this was true for their actual 
speeds. 

In the UK, 28% of consumers thought that they received actual speeds of 1 Mbit/s or less, 
compared to 13% who claimed headline speeds were in this range. Part of the explanation 
for this may be the high availability of DSL broadband in the UK (which was available to 
almost all of the population at the end of 2006, compared to 98% in France, 93% in 
Germany and 89% in Italy). As penetration extends to sparsely populated areas, a larger 
proportion of customers experience the slow speeds associated with DSL broadband 
delivered over a long distance between exchange and premises. 
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By contrast, in the US there was very little gap between consumers’ reported headline 
speeds and their perceived actual speeds. This may be partly due to a relatively high 
proportion of cable modem broadband connections (which do not suffer the same rate of 
decay in speed with distance from the exchange as that which occurs with DSL broadband). 
However, with 43% of broadband connections made via DSL, and with contention issues 
affecting both cable and DSL, one might expect that actual speeds would still be lower than 
the headline speeds. It is perhaps more likely, therefore, that consumers in the US have less 
concern about, and awareness of, broadband speeds and the differences between headline 
and actual speeds. This is illustrated by the large number of ‘don’t know’ responses, and the 
highest overall satisfaction levels. 

Figure 5.9 Claimed broadband connection speed received 
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Different market incentives lead to fibre access network roll-out 

In order to deliver broadband speeds in excess of 24 Mbit/s over a copper fixed line it is 
usually necessary to replace sections of, or all of, the copper-wire access network between 
exchange and premises with an optical fibre connection capable of transporting data at high 
speeds without degradation. Fibre connections can be broadly categorised as follows: 

• fibre-to-the-home (FTTH), where a fibre connection is in place all the way from exchange 
to the end-user; 

• fibre-to-the-building (FTTB), where fibre is laid to the building with existing in-building 
copper wiring used for the final part of delivery; and 

• fibre-to-the-cabinet (FTTC), where a fibre connection is laid from the exchange to a local 
‘sub loop’, with the final part of the delivery (typically less than 500m) over existing 
copper wire connections.15 

The reasons behind the timing and nature of each country’s fibre deployment are often 
complex and may involve a number of different factors, but it is useful to examine them by 
                                                 
15 For further details on next-generation access technologies and deployments, see Ofcom’s 
consultation document, Future Broadband - Policy approach to next-generation access, 
http://www.ofcom.org.uk/consult/condocs/nga/  
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looking at three types of incentives to invest: market-based demand-side incentives, market-
based supply-side incentives and regulatory incentives. 

In terms of demand-side incentives, current investment is generally justified by the 
expectation of future demand rather than the demand for existing services. For example, 
single-channel standard-definition television (which requires speeds of around 2-3 Mbit/s per 
channel) is available to many people over today’s broadband access networks, but high-
definition TV, high-quality video sharing, gaming and peer-to-peer information sharing and 
collaboration, which all require very high bandwidth, could become more prevalent in the 
future and are potential drivers for investment in next-generation access (NGA) networks. 

In many countries television is an obvious commercial proposition for NGA-speed 
broadband, and it forms a key component of many of the ‘triple-play’ initiatives offered by 
operators investing in fibre networks. In France, for example, Orange, Free and Neuf 
Cegetel are already utilising their ADSL2+ networks to offer TV over Internet Protocol TV 
(IPTV) and have swiftly gained share in a relatively under-developed pay-television market. 
All three are investing in network upgrades to fibre in order to extend reach and offer high-
definition services. In Germany, Deutsche Telekom has launched an IPTV service and is 
investing in a FTTC network, while Telecom Italia has similar plans in Italy. In the US, 
Verizon is investing $23bn in its FTTH network and AT&T is deploying FTTC in some areas 
in order to compete in the television market with the cable operators; lower quality copper 
networks make it unviable to offer television services over DSL in many locations in the US.  

There may be less opportunity for IPTV in the UK, as it already has one of the highest levels 
of digital TV penetration in the world (77% at the end of 2006, compared to 46% in France 
and 34% in Germany), and it also has one of the most mature pay-TV markets, with take-up 
by 45% of UK households (see the Television section of this document for more details). 

There are supply-side incentives to invest in fibre deployment in countries and regions where 
the infrastructure and operating costs are lower. The following factors all contribute to the 
potential level of investment needed: 

• Physical works (for example trenching and ducting) generally account for the largest 
proportion of the total investment in underground fixed networks. However, where 
telecoms networks are installed overhead (as is the case in much of Japan), or can use 
existing ducts (as is the case in Paris16 and some other cities in France where cable can 
be relatively easily laid through the sewer system), then deployment costs may be 
reduced significantly. 

• Population density and a high rate of apartment-living clearly reduces the cost of NGA 
investment (although access to in-building wiring can be an issue). It is for this reason 
that the large majority of FTTH, FTTB and FTTC deployments are in cities. 

• In some circumstances, deployment of NGA can reduce the cost base of operators. For 
example, in the US Verizon has estimated that network problems are up to 80% less for 
its FTTH network compared to its legacy voice and DSL services. 

• In some cases, NGA can deliver windfall gains through the sale of exchange premises 
that offset the cost of network investment. In the Netherlands, KPN’s investment in NGA 
has enabled the sale of valuable exchange buildings (BT’s leasing arrangement reduces 
the scope for it to do the same in the UK). 

                                                 
16 Approximately 1,800km of optical fibre had been laid in Paris’s sewers by November 2006, with a 
target of 10,000km by 2010 
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Finally, regulatory approaches (see Figure 5.10 below) have clearly contributed to 
investment in NGA in some countries, although potentially at the expense of future 
competition. These are discussed in more detail in Section 1.3, but the following are 
particularly noteworthy: 

• ‘Forbearance’ in the US has incentivised investment in NGA. This means that, once 
incumbent operators have upgraded their access network to NGA, they are no longer 
obliged to offer wholesale access to it or to unbundle their fibre loops, thereby offering 
the potential for a higher return on investment. (One exception to this is that in areas 
which they previously served and have overbuilt with fibre, the incumbent local exchange 
carriers must offer maintained access to the copper local loop or a 64 Kbit/s channel to 
other operators). This approach is more suitable for markets with competition between 
end-to-end infrastructure owners - the local cable operator and the incumbent copper-
based telco in the case of the US. 

• In Japan, the government has been heavily involved in working with the incumbent, NTT, 
to facilitate FTTH. Initiatives include sanctioning the use of public utility infrastructure for 
NGA deployments, and incentivising NTT to invest in NGA by setting very tight controls 
on the pricing of its DSL bitstream product, but with no such controls on its bitstream 
FTTH product (although unbundling of local loops is mandated and price is regulated).  

Figure 5.10 shows that these factors have contributed to significant variation in the extent of 
current and planned fibre roll-outs across our key comparator countries.  
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Figure 5.10 Current and planned NGA deployments  

Country Current or planned fibre deployments Regulatory approach

UK At the time of writing, no operator has announced 
any intention to make wide-scale next-generation 
access investments, although Virgin Media has 
launched a 50Mbit/s service in some parts of Kent 
by upgrading its cable network to a pre-
standardised DOCSIS3,  BT has announced its 
intention to deploy FTTH in new-build 
developments from 2008, while Digital Region is a 
regional initiative with public funding to make 
available FTTC with speeds of 25Mbit/s+ across 
South Yorkshire.

Ofcom released a consultation on next generation 
access in September 2007, stating its belief that 
regulatory intervention to secure NGA investment 
today is premature but should not be ruled out if 
circumstances change.

France Government target of four million FTTH 
subscribers by 2012. France Telecom (the 
incumbent), Iliad and Neuf Cegetel have invested 
in FTTH, utilising municipal ducts and sewer 
systems (particularly in Paris) thereby creating 
end-to-end competition in certain geographical 
regions. Regional authorities are also active in 
securing FTTH investment.

ARCEP released a consultation in June 2007. It 
focuses on reducing costs and ensuring contestability 
by promoting shared duct access and in-building 
wiring, while minimising ongoing regulatory 
intervention.

Germany Deutsche Telekom is investing in FTTC and VDSL 
to deliver high-speed broadband to 50 cites by the 
end of 2008. This will be available to 17 million 
households in 26 cities by the end of 2007.

The German government ruled that DT has no 
obligation to provide other operators with wholesale 
access to its FTTH network, stating that they are not 
substitutable for existing broadband services. The 
European Commission has contested this, insisting 
that sub-loop unbundling must be made available. 
BNetzA has  imposed duct-sharing obligations (or dark 
fibre to cabinets where ducts are not available). Sub-
loop unbundling is available.

Italy Telecom Italia is targeting having FTTC available 
to 1 million households by 2009.

AGCOM is focusing on ensuring ‘equality of access’
and has proposed requiring Telecom Italia to provide 
access to duct as part of an obligation to offer sub-loop 
unbundling for FTTC.

USA Verizon is making a $23 billion investment  to 
make FTTH available to 18m households by 2010, 
while AT&T is deploying FTTC as an overlay 
network in some of its access network footprint 
areas.

The FCC favours forbearance on wholesale access 
regulation,  whereby the incumbent telecoms operator 
has no obligation to offer access to any part of its 
network which has been  upgraded to fibre (beyond a 
64kb/s channel), relying instead on the duopoly 
between local cable and the incumbent telco in the 
majority of areas.

Japan FTTH and FTTB have been rolled out on a large 
scale by NTT, and accounted for 31% of 
broadband connections by the end of 2006 (7.9 
million). NTT targets reaching 95% of households 
by 2010, while alternative operators have also 
begun to invest in FTTH. 

Infrastructure competition has been promoted, with 
public utility infrastructure sanctioned for the use of 
fibre deployments, and fibre unbundling mandated. 
However, there  are currently no price controls on 
NTT’s wholesale rate for FTTH (as there  are for its 
DSL Bitstream product).  
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launched a 50Mbit/s service in some parts of Kent 
by upgrading its cable network to a pre-
standardised DOCSIS3,  BT has announced its 
intention to deploy FTTH in new-build 
developments from 2008, while Digital Region is a 
regional initiative with public funding to make 
available FTTC with speeds of 25Mbit/s+ across 
South Yorkshire.

Ofcom released a consultation on next generation 
access in September 2007, stating its belief that 
regulatory intervention to secure NGA investment 
today is premature but should not be ruled out if 
circumstances change.

France Government target of four million FTTH 
subscribers by 2012. France Telecom (the 
incumbent), Iliad and Neuf Cegetel have invested 
in FTTH, utilising municipal ducts and sewer 
systems (particularly in Paris) thereby creating 
end-to-end competition in certain geographical 
regions. Regional authorities are also active in 
securing FTTH investment.

ARCEP released a consultation in June 2007. It 
focuses on reducing costs and ensuring contestability 
by promoting shared duct access and in-building 
wiring, while minimising ongoing regulatory 
intervention.

Germany Deutsche Telekom is investing in FTTC and VDSL 
to deliver high-speed broadband to 50 cites by the 
end of 2008. This will be available to 17 million 
households in 26 cities by the end of 2007.

The German government ruled that DT has no 
obligation to provide other operators with wholesale 
access to its FTTH network, stating that they are not 
substitutable for existing broadband services. The 
European Commission has contested this, insisting 
that sub-loop unbundling must be made available. 
BNetzA has  imposed duct-sharing obligations (or dark 
fibre to cabinets where ducts are not available). Sub-
loop unbundling is available.

Italy Telecom Italia is targeting having FTTC available 
to 1 million households by 2009.

AGCOM is focusing on ensuring ‘equality of access’
and has proposed requiring Telecom Italia to provide 
access to duct as part of an obligation to offer sub-loop 
unbundling for FTTC.

USA Verizon is making a $23 billion investment  to 
make FTTH available to 18m households by 2010, 
while AT&T is deploying FTTC as an overlay 
network in some of its access network footprint 
areas.

The FCC favours forbearance on wholesale access 
regulation,  whereby the incumbent telecoms operator 
has no obligation to offer access to any part of its 
network which has been  upgraded to fibre (beyond a 
64kb/s channel), relying instead on the duopoly 
between local cable and the incumbent telco in the 
majority of areas.

Japan FTTH and FTTB have been rolled out on a large 
scale by NTT, and accounted for 31% of 
broadband connections by the end of 2006 (7.9 
million). NTT targets reaching 95% of households 
by 2010, while alternative operators have also 
begun to invest in FTTH. 

Infrastructure competition has been promoted, with 
public utility infrastructure sanctioned for the use of 
fibre deployments, and fibre unbundling mandated. 
However, there  are currently no price controls on 
NTT’s wholesale rate for FTTH (as there  are for its 
DSL Bitstream product).  

 
Source: Ofcom 

5.1.4 The growth of mobile data services and the emergence of mobile broadband 

The growth of non-SMS mobile data services has major implications, both for the mobile and 
the fixed-line sectors: 

• Mobile operators have long predicted the decline of voice revenues as competition 
intensifies, interconnect rates fall and VoIP begins to win market share. And, despite 
increasing growth in voice use, mobile voice revenues are flattening (see Section 5.2) as 
the industry moves slowly towards flat-rate pricing where contracts typically have a high 
number of inclusive minutes. It is in this context that operators have been investing 
heavily in networks capable of generating new revenue streams through the delivery of 
data-rich services. 



The International Communications Market 2007 

163 

• In the fixed-line sector, the trend from voice to data services is much further advanced as 
the emergence of broadband has provided fixed-line operators with revenues that help to 
offset the loss of voice revenue, while the requirement to have a fixed line has 
constrained fixed to mobile substitution. However, the emergence of mobile data 
services is now beginning to threaten these revenues. 

In this section, we use international comparisons to examine the emergence of mobile data 
services. After commenting on the rapid growth of 3G connections in most countries since 
2005, we look at the emergence of ‘3G+’ services which are capable of delivering speeds 
comparable to fixed-line ADSL broadband. We then explore two key dynamics in the 
competition for mobile broadband data revenues: firstly, competition between handset 
manufacturers and network operators; secondly, activities by non-cellular operators to 
provide ‘mobile broadband’.  
 
3G reaches critical mass 

Although 3G networks have been in place in most of our comparator countries since 2004, 
only recently have 3G data services become a mass market proposition as handset prices 
have come down and operators have begun actively to migrate their customer bases from 
2G to 3G as part of the push for higher non-SMS data revenues. By the end of 2006, more 
than 10% of mobile connections in Japan, Italy, Sweden, the UK, France and Italy were 3G 
(Figure 5.11); in the UK and Italy the combined 3G connections of other operators exceeded 
those of 3G-only operator Hutchison 3G (‘3’). 

Figure 5.11 3G connections as a proportion of total mobile connections 
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Source: IDATE / industry data / CRTC / Ofcom 
Note: 3G includes W-CDMA and CDMA2000 1xEV-DO. It does not include CDMA2000. See page 184 for further 
details on how we define 3G technologies 
 
In addition to the established 3G technologies WCDMA (with 65% market share) and 
CDMA2000 1xEV-DO (35%), other 3G technologies, currently in trial, may increase network 
speeds and coverage: 

• TD-SCDMA is being trialled in China and other operators within Asia are openly 
considering the technology; 

• Mobile WiMAX, which was approved by the ITU as a 3G standard in October 2007, has 
significant support; and 

• Sprint Nextel is already deploying a WiMAX network in the US and many operators 
which have yet to be awarded 3G licences, especially in Africa, India and Latin America, 
are either deploying or seriously considering it, either as a substitute for or a complement 
to WCDMA and CDMA2000 networks. 
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After 3G… the emergence of 3.5G+ 

Current 3G speeds (typically up to 384 kbit/s) are generally not fast enough for cellular 
operators to compete with fixed-line operators for the provision of broadband services to the 
home. However, with the launch of faster network technologies this may change. From 2006, 
many operators have either launched, or are in the process of rolling out, HSDPA on their 
WCDMA networks, which typically offers download speeds of 1.8 Mbit/s or 3.6 Mbit/s. 
According to data from Wireless Intelligence, there were around 5 million HSDPA 
subscribers worldwide in July 2007. Currently, HDSPA has been launched primarily as a 
laptop datacard proposition targeted at business users. However, 3UK has been actively 
marketing its HSDPA datacard proposition as an alternative to fixed-line broadband for home 
users. A further upgrade, HSUPA, offers speeds of 7.2 Mbit/s and higher, and trials and 
limited commercial launches are under way in many countries, including by AT&T Mobility in 
the US, Telecom Italia and 3 in Italy and Movistar and Vodafone in Spain. 

Figure 5.12 3G and HSDPA launches in Europe 
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Source: IDATE / Ofcom 
 
Handset manufacturers, operators and technology providers battle for data revenues 

Mobile operators have invested in 3G and HSDPA network upgrades in order to drive data 
revenues. However, a number of market developments in the past year illustrate the 
complexities of the mobile data value chain, and battle lines are being drawn in a complex 
interplay between mobile operators, handset manufacturers and technology providers. All 
three are collaborating to deliver services to the end user, while also pitching their own 
offerings against one another. Three high-profile launches provide some insight into the way 
the market is evolving: 
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• In August 2007, Nokia launched Ovi, a new online portal to be available via mobile 
networks on its handsets. This was accompanied by a restructuring of the company in 
which a new services and software division was created as one of three key business 
units. A series of acquisitions between July and October 2007 have further underlined its 
intentions, including the purchase of mapping company Navteq (for £4bn, its biggest-
ever acquisition), online and mobile advertising company Enpocket, and social 
networking service Twitter. The launch of Ovi, which is focusing initially on music, 
gaming and maps, and also allows ‘sideloading’ of content from a PC, has caused 
operators to object to what they see as Nokia’s intrusion into service revenues. Orange, 
in the UK, is one operator which has not included Nokia in its Christmas 2007 handset 
range. However, in November 2007 Vodafone announced a global deal with Nokia 
whereby it will launch an integrated suite of Vodafone services combined with Nokia Ovi 
services on a range of Nokia handsets, a number of which are exclusive to Vodafone.  

• The Apple iPhone is the first example of a revenue-sharing deal whereby an operator 
gives up revenue to a third party based on the use of a device rather than a specific 
service. Although terms have not been disclosed, Apple’s deals with AT&T in the US, O2 
in the UK, Orange in France and T-Mobile in Germany have been widely reported to 
include a share of certain service revenues. The entry of Apple’s iTunes into mobile is 
also a significant move in the battle for mobile music revenues, and it sits alongside 
Vodafone’s MusicStation, which partners with several big record labels such as 
Universal Music, Sony BMG and EMI, and the Nokia Music Store. 

• 3UK’s launch in October 2007 of a Skype-branded phone with a dedicated VoIP short 
key illustrates that mobile operators are addressing competition from internet players 
even in the voice market. Also in October 2007, Nokia’s decision to incorporate the Vyke 
VoIP software within its dual-mode WiFi and GSM handsets is another example of how 
VoIP on mobile is entering the mainstream. This software enables users to make calls 
without having a subscription to a mobile network, provided they are in a WiFi hotspot. 
 

New business models for municipal WiFi  

WiFi technology has long been viewed as a way for fixed-line operators to find new markets 
by offering ‘mobile’ broadband within a densely populated region by linking local networks in 
order to provide ubiquitous broadband access. However, in the past year, there is evidence 
that municipal WiFi schemes are failing to generate revenues sufficient to justify increased 
investment, while the roll-out of WiFi hot spots slowed significantly in most countries. 

High-profile municipal schemes closed in San Francisco and Chicago in August 2007 
(Chicago’s city authority stated that it was cancelling its plans for a municipal WiFi network 
because it would be “too costly and too few residents will use it”) while in the UK, WiFi 
operator The Cloud has reported only 200,000 people using its 10,000 hot spots across the 
country.  

The key reason for this failure appears to be that WiFi using unlicensed spectrum does not 
provide a guaranteed quality of service and can be subject to interference. It does not 
therefore generally match the performance of home networks, or even 3G and HSDPA 
cellular networks, and is not robust enough to attract the number of users necessary to drive 
sufficient margin (either through paid-for access or, as was the model in San Francisco, 
through advertising revenues). 

However, in three of our comparator nations, alternative models for municipal WiFi are 
emerging, which may provide some insight into the way public wireless networks are 
developing: 
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• In the US, Google de-emphasised its advocacy of the San Francisco network and has 
moved its focus to lobbying for the 700 MHz spectrum (part of the ‘digital dividend’ of 
spectrum made available by the switchover from analogue to digital TV) to include open 
access provisions. Broader and more robust municipal networks may be made available 
using WiMAX or other wide area wireless technologies. 

• In the UK, BT has partnered with Spanish technology company Fon, with a plan to link 
together customers’ own home networks with its own public networks to create the 
world’s largest WiFi network. In return for letting other customers use their own wireless 
home hubs, certain BT customers will have free access to the home hubs of other users 
as well as to BT’s own public networks. 

• In Paris, the launch of a city-wide WiFi network offering a free service in over 225 public 
areas such as parks and libraries is fully publicly-funded, with little attempt to recoup 
revenue; France Telecom’s announcement that it is to sue the city of Paris, claiming 
unfair competition, illustrates the commercial context in which even publicly-funded 
initiatives operate. 
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5.2 The telecoms industry 
5.2.1 Revenues 

Mobile revenue exceeds fixed and broadband revenues combined in most countries 

In 2006 mobile telecoms generated more revenue than fixed-line voice and broadband 
services combined in the majority of our comparator countries. This trend was particularly 
noticeable in Poland, where mobile accounted for 65% of total telecoms revenue, due to a 
high penetration compared to fixed line, with there being more than three mobile 
subscriptions for every fixed line. 

By contrast, Canada and Sweden were the only countries where combined fixed-line voice 
and broadband revenues were greater than mobile (Figure 5.14). In Canada this was due to 
high penetration and use of fixed-line voice services in comparison to mobile services, and in 
Sweden it was a result of greater spend on high-speed broadband connections, low-cost 
mobile and fixed-line voice services.  

Figure 5.13 Telecoms service revenue by sector, 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
Notes: Revenue excludes corporate data services and dial-up internet. Data for Canada include some elements 
of installation and repair revenues which are not included in data for the other countries. As such, data for 
Canada is overstated. 
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Figure 5.14 Telecoms service revenue* by sector, 2001 - 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
Notes: Revenue excludes corporate data services and dial-up internet. Covers the 12 countries in the analysis; 
Data for Canada include some elements of installation and repair revenues which are not included in data for the 
other countries. As such, data for Canada is overstated. 
 
Growth in revenue per head slows in European markets 

Average telecoms revenue per head over the period 2001-2006 rose in most of the countries 
in this analysis, as increased revenue from growing broadband and mobile subscriber bases 
combined to outweigh the fall in fixed-line revenue (Figure 5.15). The biggest increase came 
in Spain, where mobile revenue rose from £106 to £207 per head over the period. The 
smallest increases were in Sweden and Japan, which both experienced lower than average 
mobile growth.  

However, the rate of telecoms growth slowed in most European countries, and in Japan, 
between 2004 and 2006. In Ireland, France, Italy, the Netherlands, Spain and Japan, this 
was due to a combination of increased price pressure and slowing subscriber growth for 
mobile, with mobile prices a particularly important factor in Germany. By contrast, growth in 
revenue per capita in Canada and the US increased year on year, driven by increased use 
of data services. 

It should be noted that average revenue per head cannot be used as a proxy for prices in 
each country, as it does not take usage levels into account. 

Figure 5.15 Telecoms service revenue per head, 2001-2006 
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Source: IDATE / industry data / CRTC / Ofcom 
Note: Revenue excludes corporate data services and dial-up internet  
Mobile revenue continues to grow 

Mobile accounted for a greater proportion of total telecoms revenue in 2006 than in 2001 in 
all of our comparator nations (Figure 5.16). The greatest rise came in the US, where fixed-
line voice revenue fell by 30% over the five-year period. Canada’s mobile service revenue as 
a proportion of fixed-line and mobile telecoms revenue was the lowest across all the 
countries in both 2001 and 2006, which reflects the lower take-up of mobile services within 
Canada in comparison to the other countries in the analysis. 

Figure 5.16 Mobile service revenue as % of total telecoms revenue, 2001 and 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
Notes: Revenue excludes corporate data services and dial-up internet. Data for Canada include some elements 
of installation and repair revenues which are not included in data for the other countries. As such, data for 
Canada is overstated. 
 

5.2.2 Market structures 

The following section examines the relative levels of market diversity for fixed-line voice, 
broadband and mobile, as measured by the share of the incumbent (in fixed-line voice) and 
the leading operators (in broadband and mobile). 
 
Incumbents have lowest share of voice volumes in Germany and the UK 

The incumbent operator had the largest share of fixed-voice lines and call volumes across all 
of our comparator countries in 2006, although in most countries this share has been falling 
year-on-year, and amounted to less than 50% of calls in Germany in 2004 (Figure 5.17). 
Until five years ago, the principal fixed-line voice competition to the incumbent came from 
carrier pre-selection, a wholesale service which allows calls to be routed through to 
alternative operators via the incumbent’s equipment in exchanges. However, in the last five 
years the introduction of local loop unbundling (LLU), whereby alternative operators can 
install their own equipment in incumbent exchanges, has further reduced the incumbent 
share of fixed lines and voice volumes in most markets.  

Deutsche Telekom held the lowest market share in 2005, a position it almost certainly 
retained in 2006 given that, according to Analysys, its share of fixed lines fell from 92% in 
2004 to 82% in March 2007 as fixed-voice price competition, particularly on local calls, 
shifted voice volumes onto alternative networks such as Arcor and Versatel.  

In the UK, continued growth in the use of LLU-based services and rented wholesale lines 
has eroded BT’s market share. Local-loop unbundlers such as Carphone Warehouse (under 
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the TalkTalk and AOL brands) and BSkyB have looked to build market share through 
offering double-play (voice and broadband) and triple-play (voice, broadband and TV) 
services, while other new entrants, such as the Post Office and Vodafone, have pursued a 
similar strategy through buying wholesale services from BT. 

By contrast, Telecom Italia largely managed to stabilise its market share between 2004 and 
2006 through the successful introduction of flat-rate tariffs and free calls during specified 
time bands, attracting users away from established alternative providers Wind and Fastweb. 

Figure 5.17 Incumbent market share of retail fixed-line voice volumes, 2004-2006 
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Source: IDATE / industry data 
Note: Data unavailable for some years 
 
Broadband markets get more concentrated… except in the UK and Germany 

Despite regulatory initiatives to increase competition and the development of both wholesale 
markets and local loop unbundling around the world, the retail market share of the top three 
broadband providers increased or remained the same between the end of 2004 and the end 
of 2006 in ten of our twelve comparator countries (Figure 5.18). The biggest increase 
occurred in France, where the retail share of the top three providers (Orange, Neuf Cegetel 
and Iliad) increased from 66% at the end of 2004 to 82% at the end of 2006, and has since 
risen to 85% as at the end of June 2007. 

The biggest exception is Germany, where the subscriber share of the top three broadband 
providers has fallen significantly since 2004. This is primarily a result of the erosion of the 
market share of the largest player, the incumbent Deutsche Telekom, although this trend 
reversed in the first six months of 2007 when the company introduced new simplified 
broadband offerings. The top three UK providers, BT, Virgin Media and Carphone 
Warehouse, have all increased their broadband subscriber base since 2004, but their 
collective market share has declined, as LLU operators such as BSkyB, Orange and Be 
have grown.  
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Figure 5.18 Subscriber share of top 3 providers of retail broadband, 2004 and 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
 
The US and the UK have the least concentrated mobile markets 

The Herfindahl-Herschman Index (HHI) is often used to measure the level of market 
concentration in terms of operators’ relative market shares. 

Herfindahl-Hirschman Index of market concentration 

The Herfindahl-Hirschman Index (HHI) is a measure of the size of firms in relation to the size 
of the industry as a whole and is an indicator of the level of competition in a market. The HHI 
is defined as the sum of the squares of the market shares of each individual firm. As such, it 
can range from 0 (for a market with a large number of firms with equal market share) to 
10,000 for a monopoly. 

It is a particularly useful metric for analysis of the mobile market, where the number of 
operators is constrained by the requirement to license spectrum.  

Decreases in HHI generally indicate a loss of pricing power and an increase in competition, 
whereas increases imply the opposite. In the UK the Office of Fair Trading (OFT) is likely to 
regard a market with an HHI in excess of 1,800 as highly concentrated and a market with an 
HHI in excess of 1,000 as concentrated. 

The subscriber figures used to calculate the mobile HHI Index are based on wholesale 
subscriptions only. The index is therefore an indicator of market concentration among the 
network operators rather than a representation of the mobile retail market as a whole.   

As shown by Figure 5.19, the UK and the US markets have significantly lower HHI scores 
than the other six countries for which data were available, meaning that their markets are 
more diversified.  

The low score of the US is a consequence of the number of regional operators, although the 
HHI score increased between the end of 2005 and 2006, as the two biggest mobile 
operators, AT&T Mobility and Verizon, increased their market share. 

With five licensees, the UK has more national mobile network operators than any of the 
other comparator nations, and this is reflected in the relatively low HHI score. The UK is also 
the only country where no single operator has more than a 30% share of mobile subscribers, 
and the only country where the incumbent fixed-line operator (BT) does not have a mobile 
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licence. By contrast, the least diversified mobile market is Japan, where there are only three 
operators and the incumbent, NTT, has a market share of 55%.  

The majority of countries saw a decrease in the HHI Index between 2005 and 2006 as 
smaller operators increased market share. However, the UK’s score increased, primarily as 
a consequence of the increase in O2’s market share.  

Figure 5.19 Herfindahl-Herschman Index – mobile subscribers 2005 and 2006 
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Source: IDATE / industry data / OECD / CRTC / Ofcom 
Note: Estimate for Germany includes resellers 
 
MVNOs increase market share 

Mobile Virtual Network Operators (MVNOs) are mobile companies which do not have their 
own allocation of spectrum or radio infrastructure, but provide retail services to customers by 
using wholesale agreements with Mobile Network Operators (MNOs). Figure 5.20 shows 
that there are significant variations in the traction that MVNOs have gained in the comparator 
countries. 

The development of MVNOs is a consequence of the strategy among existing operators to 
create new revenue streams by enabling wholesale partners to address sections of the 
population that are outside their target markets. Until the last couple of years, the markets 
primarily addressed by MVNOs were overwhelmingly lower-value pre-pay segments. A 
characteristic of many of the early MVNOs such as Virgin Mobile or Tesco Mobile in the UK, 
or Tchibo and Aldi in Germany, is that they are able to offer low competitive pre-pay tariffs by 
minimising distribution costs through using existing retail store networks. 

In the last couple of years, MVNOs have increasingly sought to target specific niche 
markets. For example, Lebara has launched in seven European markets including Spain, 
Sweden and the Netherlands and, from November 2007, the UK, with a proposition offering 
low-priced international calls aimed at immigrant populations. Schwarzfunk in Germany, an 
off-shoot of the social networking site uboot.com, is targeted at young people, while Disney 
Mobile in the US was built on ‘family-friendly’ services such as a ‘Family Locator’ function, 
which allows parents to use GPS to locate their children’s phones, although the proposition 
failed to meet Disney subscriber targets and the operation is due to cease operation on 31 
December 2007. 

In addition to market incentives, MNVOs can also be affected by the regulatory environment 
in which they operate. They have tended to benefit in countries where MNOs are required to 
open their networks and allow MVNOs to install equipment to enable them to offer services 
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such as international roaming. National regulators in France, Italy and Spain have pursued 
this policy; in France this preceded the launch of several new MVNOs at the end of 2005, 
while in Spain the first MVNO launched in October 2006, and in Italy the first two MVNOs, 
owned by supermarkets Co-op and Carrefour, launched in June 2007.  

These initiatives have contributed to MVNOs’ growing market share: between the end of 
2005 and the end of 2006, MVNOs’ share of retail subscribers either increased or remained 
unchanged in all the countries covered in the analysis (Figure 5.20). 

Figure 5.20 MVNO share of retail subscribers, 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
 

5.2.3 Fixed-line voice 

Fixed lines continue to decline in all but Germany 

The number of fixed lines has declined each year since 2001 in nine of our twelve 
comparator countries. The biggest fall over the five-year period came in the US (Figure 
5.21), where there was strong growth in mobile connections, and where the widespread 
availability of cable meant that few people required a phone line in order to receive 
broadband and make calls over the internet, a service which grew in popularity during 2006. 
Significant declines have also occurred in Japan (down 10%) and the Netherlands (down 
17%). A smaller fall occurred in the UK where, according to Ofcom research, households 
with a mobile connection (93%) exceeded households with a fixed connection (90%) for the 
first time in 200617.  

However, the number of fixed lines increased over the period by more than 12% in Ireland 
and Spain, and by 6% in Germany. In Ireland, the rise was a function both of an increase in 
the number of households, up 10% over the five-year period, and also the impact of new 
entrants, initially offering carrier pre-selection and later wholesale line rental products. In 
Spain, the increase was driven by greater price competition as a result of new entrants and 
the introduction of a minimum average tariff reduction of 2% a year by the government, 
although the number of lines fell again in 2006. Growth in Germany was almost entirely due 
to an increase in the number of ISDN lines, primarily for business consumers and as in other 
countries, the number of PSTN lines decreased, although at a slower rate than average, 
probably because fixed-line pricing in Germany is among the least expensive of our 
comparator nations, while mobile pricing is among the most expensive (see Section 1.4). 
                                                 
17 Ofcom, UK Communications Market 2007, p.303, http://www.ofcom.org.uk/research/cm/cmr07/ 
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Figure 5.21 Total fixed exchange lines (PSTN and ISDN), 2001 and 2006 
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Source: IDATE / OECD / CRTC / Ofcom 
Note: PSTN lines include ISDN connections at PSTN line equivalent (e.g. one ISDN30 line assumed to equal 30 
PSTN lines) 

Fixed-line revenue falling fastest in Japan, the UK and the US 

Fixed-line voice revenue fell by an average of 22% between 2001 and 2006. In the US, this 
was driven by the substantial drop in the number of fixed lines, while in Japan and the UK 
downward pressure on pricing was key, as incumbents and alternative operators battled for 
market share and attempted to meet the growing threat from mobile operators. The smallest 
fall in fixed-line voice revenue over the period came in Germany, where revenue peaked in 
2004 but has since been in decline.   

Figure 5.22 Fixed-line voice revenue 2001 and 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
Note: Data for Canada include some elements of installation and repair revenues which are not included in data 
for the other countries. As such, data for Canada is overstated. 
 
Per capita fixed-line voice revenues highest in North America  

Weighted average spend on fixed-voice revenues across the 12 countries fell from £210 to 
£160 in the five years to 2006. Perhaps because of the high proportion of long-distance calls 
and low mobile penetration, Canada had the highest revenue per capita (Figure 5.23), while 
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despite a 19% fall in revenues since 2001, the US still had the third highest revenue per 
capita. Among the European countries, Ireland was highest in 2006 despite a 17% fall since 
2001. In percentage terms the smallest decline came in Germany, down 4% over the five 
year period, and the largest falls were in Poland and the UK, at 21%. 

Figure 5.23 Fixed-line voice revenue per capita, 2006 

199

150 145

181

56

199

242

117

167
137

159

281

170

254

135

200

138152

188
158

124

205

155

44

0

100

200

300

UK FRA GER ITA USA CAN JPN POL ESP NED SWE IRL

£ 
pe

r a
nn

um

2001

2006

-5% -1% -1% -8% -4% -6% -5% -3% -2% -4% -4%-4% CAGR

 
Source: IDATE / industry data / CRTC / Ofcom 
Note: Data for Canada include some elements of installation and repair revenues which are not included in data 
for the other countries. As such, data for Canada is overstated. 
 
Fixed-line voice minutes per capita have declined in every country analysed in this report as 
consumers increasingly use their mobile phones to make calls (Figure 5.24). The largest 
declines during 2006 were in Sweden and the UK, where the bundling of more mobile voice 
minutes has eroded the use of fixed-line voice. In Germany, the high cost of mobile in 
relation to fixed-line voice meant that fixed-line voice use continued to increase until 2005, 
but fell in 2006 due to a reduction in mobile voice pricing.  

Figure 5.24 Fixed-line voice minutes per capita per month, 2001-2006 
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Source: IDATE / industry data / Ofcom 
 

5.2.4 Broadband 

DSL accounts for majority of broadband connections in all countries except the US 

The number of broadband connections in the 12 nations increased from 22 million in 2001 to 
156 million by the end of 2006. The highest growth between 2005 and 2006 occurred in 
Ireland and Poland. However, this was from a low starting point, and, prior to 2005, growth in 



The International Communications Market 2007 

176 

Poland appeared to have been inhibited by higher prices than in neighbouring markets, 
while in Ireland the relatively slow introduction of unbundling and the lower population 
coverage of broadband were both factors. The two countries still have the lowest broadband 
penetration of the 12 covered in this report. 

DSL made up the majority of broadband connections in all but one of the countries at the 
end of 2006 (Figure 5.25). Only in the US, where cable has been available to over 90% of 
households for several decades as a result of investment by cable TV operators, did cable 
broadband connections outnumber DSL connections. The split in cable and DSL 
connections in the US is indicative of the local duopolies which exist in most areas; the 
incumbent telco competes with the local cable provider for the provision of broadband 
services. 

At the end of 2006 Japan had the largest proportion of broadband users who did not connect 
using DSL or cable, as a result of its wide-scale fibre deployments. According to the Fibre to 
the Home Councils of Europe, Asia-Pacific and North America, Japan was behind only Hong 
Kong and South Korea in terms of household penetration of fibre in July 2007, at 16.3%, a 
result of incumbent NTT’s multi-billion pound investment in its fibre-to the-building access 
network. 

Figure 5.25 Broadband connections by type, 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
 
Broadband revenue per head increases as penetration increases 

Broadband revenue per head has increased across all 12 comparator nations (Figure 5.26), 
although this is primarily a result of increasing take-up rather than higher prices. 

In the UK between the end of 2005 and the end of 2006, revenue per head increased by 
29%, broadly in line with a 31% increase in broadband connections. In addition to higher 
penetration of broadband, the increase in revenue per capita may be indicative of a large 
proportion of users paying for the higher-speed upgrades offered by operators on existing 
subscription plans, rather than downgrading to less expensive broadband packages which 
provide lower data speeds.  

By contrast, Sweden, which already had one of the highest broadband revenues per capita 
in 2005, saw a 48% increase between 2005 and 2006, although growth in connections was 
still strong at 27%. This partly reflects the country’s high GDP per capita but is also due to 
the significant portion of high-speed connections made over ADSL2+ and fibre, and the 
absence of lower-priced tariffs for light users. The lack of alternative broadband offerings in 
rural areas, where 40% of the population reside, to that of incumbent Telia has led the 
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government to express concern that broadband prices are too high and are slowing 
broadband growth 18.  

Figure 5.26 Broadband revenue per capita, 2006 
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There is significant variation between our comparator countries in the contribution of 
broadband to total fixed revenues in 2006 (Figure 5.27). This reflects the penetration of 
broadband in each country and/or the cost of the service in comparison to fixed-voice line. 
Nevertheless, even in Sweden and the Netherlands, where broadband penetration is high 
and fixed-line voice revenues have been falling, revenue from fixed-line voice revenue still 
contributes more than broadband. However, we can expect this to change in the coming 
years as the expansion of broadband services such as IP telephony and IPTV will contribute 
to the erosion of the importance of fixed-line voice revenue, which will also face further 
pressure from the mobile sector.  

Figure 5.27 Broadband revenue as a proportion of total fixed revenue, 2006 
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18 http://www.sweden.gov.se/content/1/c6/07/60/48/9a39e612.pdf  
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5.2.5 Mobile 

Strong growth in mobile subscriptions in the US 

The number of mobile subscriptions grew by 65% on average across our 12 countries 
between 2001 and 2005. Apart from Poland, which has experienced the rapid growth 
associated with an emerging market, the fastest growth over the five-year period came in the 
US which added over 105 million new subscriptions (Figure 5.28). The US has historically 
had lower mobile penetration then most of the markets covered in this analysis (except 
Canada and Poland) due to the fragmented nature of the operator market, the use of 
multiple mobile technologies, lack of sufficient network coverage and competition from free 
local fixed-line calls. This is now changing, and the recent rapid growth in mobile 
subscriptions has put the US ahead of Japan in terms of mobile penetration. 

The majority of mobile growth in European markets in recent years is due to individual users 
having multiple mobile subscriptions. This is because users either have more than one 
mobile device (mobile handset, BlackBerry/PDA, laptop data card) or have several 
subscriptions in order to take advantage of different tariffs. In Japan, Canada, the US and 
France, there are less-developed pre-pay markets, with the majority of customers on post-
pay contracts. A consequence is that multiple SIM ownership is less prevalent and therefore 
mobile subscription numbers tend to more accurately reflect the number of actual mobile 
users in the market. In addition, the presence of a large number of subscribers in Japan, 
Canada and the US using the mobile technology CDMA, where the subscription is tied to the 
actual handset as the majority of CDMA handsets do not support separate SIM cards, also 
limits the number of multiple subscriptions per person. 

Figure 5.28 Mobile subscriptions 2001 and 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
 
UK the largest mobile data market in Europe 

The rapid growth in the US market, combined with its sheer size, resulted in it generating 
over twice as much revenue in 2006 as Japan, the next largest market among our 12 
comparator countries, and more than the UK, France, Germany and Italy combined (Figure 
5.29). 

However, driven by the success of i-mode data services, along with the use of mobile email 
and widespread internet access via mobile phones, Japan has long been the leader in 
mobile data (i.e. non-voice) revenue. Despite very low use of text messaging in Japan, 27% 
of all mobile revenue comes from data services. By comparison, data accounts for 12% of 
US revenue with the large majority coming from text messaging. 
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In Europe the UK has overtaken Germany as the largest mobile data market based on 
revenues, while data accounts for the highest proportion of total revenue in Italy (around 
25%). In all of these markets text messaging forms the largest component of data revenues. 

Figure 5.29 Mobile revenue by service type, 2001 and 2006 
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Japan had the highest revenue per head from mobile services over the five years to 2006 
(Figure 5.30), driven by significantly higher than average revenue from mobile data services 
(revenue from voice services was broadly in line with other countries). Across the European 
markets, Ireland, the Netherlands and the UK had the highest revenue per head from mobile 
services in 2006. 

The growth in revenue per capita in Japan between 2005 and 2006 was driven by data 
services, with revenue from voice services decreasing. Data revenue per capita is growing in 
all countries, while the growth in voice revenues is slowing or stagnant. In Germany revenue 
per capita actually fell (down 0.59%) as a result of slowing market growth and falling prices. 
Revenue growth in Poland and Sweden was less than 1% in the same year, and, 
interestingly, these two countries, despite having very different demographics and 
economies, had the lowest overall spend per capita on total mobile services and mobile data 
services in 2006.  

Figure 5.30 Mobile service revenue per capita, 2006 
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Revenue growth from mobile voice slowing or even falling 

Figure 5.31 and Figure 5.32 below show that while the growth rate in the use of voice 
service (i.e. numbers of minutes of outbound calls) is increasing, the growth in revenue from 
mobile voice has slowed in the five years since 2001 in most countries.  

Figure 5.31 Mobile voice service revenue, 2001-2006 
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The average growth rate of mobile voice revenues across all the countries stood at 9% 
between 2001 and 2002, falling to 4% between 2005 and 2006 despite continued strong 
growth in mobile voice volumes. Increases in the number of bundled minutes, combined with 
lower interconnection rates, have driven down the average revenue per voice minute, 
particularly in the most penetrated markets within Europe. In Germany and Japan the value 
of mobile voice revenue actually fell in 2006 compared to 2005, owing mainly to falling prices 
through increased competition.  

Figure 5.32 Mobile voice volumes, 2001-2006 
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Comparative data on mobile voice volumes in Canada and the US are not available due to 
mobile subscribers being charged both for incoming and outgoing voice calls. Data on the 
total number of minutes received and sent per subscriber in the US show a steady increase 
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over the five year period. This trend, combined with a substantial increase in the US’s total 
mobile subscriber base, explains the strong growth in mobile voice service revenue in 
comparison to the other countries in the analysis.  

Mobile data – the biggest revenue growth  

In contrast to voice, revenue from mobile data services has experienced steady growth, 
increasing by 240% across the 12 countries combined between 2001 and 2006. Most of this 
growth can be attributed to the rise and rise of text messaging (in all countries except Japan, 
where mobile email is more common), although recently investment in high-speed 3G 
networks and mobile data services has begun to drive an increase in rich-media services 
such as internet browsing, video streaming and picture and video messaging. 

The contribution of mobile data service revenues has grown significantly across all the 
countries in the analysis (Figure 5.33 and Figure 5.34). The introduction of higher speed 
wireless broadband over 3G networks nearly doubled the contribution of mobile data within 
Japan, a market which was already considered an advanced mobile data market in 2001, 
although growth has slowed since 2003. The US has experienced the biggest increase, with 
mobile data revenue nearly doubling between 2005 and 2006. This substantial growth is due 
to an increased subscriber base and a greater take-up of messaging and advanced data 
services. 

Figure 5.33 Mobile data revenue, 2001 and 2006 
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Operators within Europe are relying on their own high-speed mobile networks, deployed 
several years after Japan, to sustain growth in mobile data revenue. This is particularly 
important given the slow-down in growth of mobile voice revenues, highlighted above.  
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Figure 5.34 Mobile data service revenue as a proportion of total mobile revenue, 
2001 and 2006 
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Over half of Japan’s mobile subscribers use 3G 

Flattening voice revenues have long been recognized as an issue by the mobile industry and 
investment in higher bandwidth infrastructure, such as 3G networks, has been seen as 
essential to creating new revenue streams from internet access and rich-media data 
services. 

Japan has been the global leader in the roll-out of 3G networks and services, and although 
penetration has been increasing throughout Europe, at the end of 2006 the number of 3G 
subscriptions in Japan exceeded the combined total of all nine of the European countries in 
our analysis. 

By the end of 2006, over 50% of Japan’s total mobile subscriber base was using a 3G 
connection (Figure 5.35). Mobile operators in Japan are actively encouraging all subscribers 
to migrate to using 3G services; NTT DoCoMo has a stated aim of shutting down its 2G 
network before launching a ‘4G’ network in 2010. 

Strong growth in the take-up of 3G subscriptions in the US was largely driven by Verizon 
Wireless during 2006. The rollout of WCDMA coverage by AT&T Mobility has fuelled further 
growth during 2007; according to data from Informa, the US operator added the third largest 
number of WCDMA subscribers (4.75 million) in Q2 2007 after NTT DoCoMo and Softbank 
in Japan. 

In Europe the number of 3G subscriptions as a proportion of total mobile connections varies, 
with Italy having the highest (at over 20%) while in Poland it is just 0.6%. The size of the 3G 
market is largely attributable to a country’s positioning on the adoption curve; Japan’s first 
3G network launched in 2001, 3G networks launched in Italy and the UK in early 2003, while 
in Poland 3G was not available until late 2004, and in Canada not until 2005. Other factors 
contributing to the proportion of mobile users subscribing to 3G include the geographical 
coverage of the networks (because 3G networks require base-stations situated more closely 
together than 2G networks, coverage is much more costly in sparsely populated regions) 
and the affordability of new 3G handsets and data cards.  
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Figure 5.35 3G connections as a proportion of total mobile connections, 2006 
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Although 3G networks facilitate the use of rich-media data services such as video streaming, 
mobile gaming and fast internet browsing, a growth in 3G subscribers is not necessarily a 
reflection of increasing demand for these services. 3G-only operator 3 has built market share 
in the UK and Italy primarily by targeting value-seeking customers with voice and SMS 
propositions. 
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Definition of 3G mobile technologies 

3G technologies provide increased voice capacity and higher-speed mobile data access 
compared to 2G and support multimedia applications. The distinction between 2G, 2.5G and 
3G is primarily based on data speeds, resulting in some difference of opinion on the 
categorisation of various technologies.  

We have defined the technologies below as 3G. Note that because of the slower data 
speeds we do not include CDMA 2000 or Edge as 3G.  

W-CDMA (Wideband Code Division Multiple Access) is part of the UMTS family 
standardised by 3GPP. It is the most popular 3G technology in Europe and Japan (NTT 
DoCoMo’s FOMA) while it is also becoming increasingly popular in the US. The maximum 
downstream speed is 384 Kbit/s although actual speeds are around 200 Kbit/s. It is a mass-
market technology, with 75m subscribers worldwide.  

HSPA (High Speed Packet Access), often referred to as 3.5G, is an extension to the original 
W-CDMA standard providing significantly higher data rates. HSDPA (downlink) can provide 
theoretical maximum downlink speeds of 14.4 Mbit/s. However, current implementations and 
devices support maximum speeds of 1.8 Mbit/s and 3.6 Mbit/s while typical speeds range 
from 0.5 to 1.5 Mbit/s. More than 70 networks worldwide support HSDPA today. HSUPA 
(uplink) supports maximum uplink speeds of 5.76 Mbit/s (increased from 384 Kbit/s available 
with HSDPA) and the first commercial networks appeared in late 2007. Initial deployments 
support up to 1.5 Mbit/s. The investment required to develop HSPA networks consists mainly 
of relatively cheap software upgrades which will probably lead to a decrease in average cost 
per bit carried over mobile networks. 

TD-CDMA (Time Division – CDMA) is also part of the 3GPP UMTS family with limited 
adoption to date, mostly for fixed/nomadic wireless access. In the UK it is being used by UK 
Broadband. It is suitable for use in unpaired spectrum bands and offers variable 
uplink/downlink data rate ratios (a feature particularly useful for asymmetric or broadcast 
services such as mobile TV). TDtv, the mobile TV standard developed by IPWireless, is 
based on this technology. Maximum downlink speeds of up to 12 Mbit/s have been reported. 

TD-SCDMA (Time Division Synchronised Code Division Multiple Access) is a 3G standard 
developed in China, expected to be mainly deployed in its home market. The Chinese 
authorities aim to award at least one TD-SCDMA licence. 

CDMA2000 1xEV-DO (Evolution-Data Optimised) is an extension to CDMA2000 (similar to 
what HSDPA is for WCDMA) that can provide downlink speeds of up to 2.4 Mbit/s (average 
300-600 Kbit/s). EV-DO Revision A will provide maximum downlink at 3.1 Mbit/s and 1.8 
Mbit/s uplink (average 300-600 Kbit/s both ways). 
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5.3 The telecoms user 
5.3.1 Take-up of telecoms services 

Fixed-line penetration per capita falling in most countries 

Of the main countries covered in this report, per-capita take-up of fixed-line services was 
highest in Germany, at 67 fixed lines per 100 population, and lowest in Poland, where there 
were 29 lines per 100 (Figure 5.36). To some extent this is a factor of varying average 
household size; as most households in mature telecoms markets have just one fixed 
connection, the lower average number of people per household in Germany and Sweden 
leads to more connections per head. Unfortunately, for most countries, it was not possible to 
distinguish between residential and business lines in the data used to compile this report, so 
we are unable to show comparative household take-up rates. 

Nevertheless, in many countries fixed-line take-up is declining as an increasing number of 
consumers are using a mobile as their main form of telephony (as discussed in the key 
developments section on page 153). In the three years to December 2006 only Germany, 
Spain and Ireland reported increasing fixed-line penetration. 

More mobile connections than people in mature European markets 

Italy had the highest take-up of mobile services at 139 subscriptions per 100 population, with 
the UK second-highest at 115. In seven of our comparator nations the number of mobile 
connections exceeds the population. Such high levels of penetration stem from a desire to 
own multiple devices, either for separate business and personal use or to take advantage of 
tariffs from different operators. Mobile take-up per capita was lowest in Canada at the end of 
2006, and of the 12 comparator countries, Canada was the only nation where per-capita 
mobile penetration was lower than fixed-line penetration at 57% and 59% respectively. 

Figure 5.36 Take-up of fixed and mobile services, 2006 
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Netherlands leads in broadband penetration 

Per-capita take-up for broadband services among the countries surveyed ranged from five 
connections per 100 population in Poland to 32 in the Netherlands in 2006 (Figure 5.37). 
Similarly, broadband connections per 100 households ranged from 14 in Poland to 74 in the 
Netherlands, although these figures include a small element of small business connections 
(as separate residential data were not available for most countries). The Netherlands’ high 
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broadband penetration is partly the result of large scale government and municipal 
investment in broadband networks. Additionally, the Netherlands has a geographically 
concentrated population, which makes broadband deployment less costly. 

The Netherlands is also an affluent nation which, according to the IMF19, had an estimated 
GDP per head (based on purchasing power parity) of over $35,000 in 2006, compared to 
under $15,000 in Poland in the same year. Broadband was also launched relatively early in 
the Netherlands (in April 1999) while in Poland it was not introduced until almost two years 
later. 

Figure 5.37 Take-up of broadband services, 2006 
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household penetration figures will include some business connections (although the dedicated corporate access 
market is excluded). 
 
Broadband growth slowing in most markets 

Of the main comparator nations covered in this report, the annual growth in the number of 
broadband connections per 100 population has slowed in seven countries; only France, 
Germany, Poland, the Netherlands and Ireland exhibited continued growth in the rate of 
increase in broadband connections per head in 2006 (Figure 5.38). The data suggest that, of 
the 12 countries, Japan is furthest along the broadband adoption curve, as the rate of growth 
in the number of connections per 100 population has been slowing since 2003. Similarly, 
broadband growth rates have been slowing since 2004 in Italy and the Netherlands and 
since 2005 in the UK, the US, Canada, Spain and Sweden. 

                                                 
19 IMF World Economic Outlook database, April 2007 
http://www.imf.org/external/pubs/ft/weo/2007/01/data/download.aspx  
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Figure 5.38 Growth in take-up of broadband services, 2001 to 2006 
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5.3.2 Fixed-line voice services 

Average use per fixed line is declining in most countries 

There were significant differences in the volumes of outbound calls per fixed line across the 
five countries for which data were available. In 2006 use per line was highest in Ireland at 
408 minutes per month and lowest in Poland at 218 minutes per month (Figure 5.39). 
Average call volumes per fixed line fell for all of the countries for which data were available 
in the five years from 2001 to 2006; however, the percentage falls in Germany and Poland 
were smaller than in the other nations, at less than 1% in each. 

Falling fixed-line use is likely to be primarily the result of consumers choosing to make calls 
on a mobile rather than a fixed phone, while additional factors include the growing use of 
Voice over Internet Protocol (VoIP) and other substitutable forms of communication such as 
instant messaging, social networking sites and email.  

Fixed-line volumes fell fastest in Spain between 2001 and 2006, down 58 minutes per month 
(18%) to 257 minutes. This fall was also the largest over the period in terms of absolute call 
minutes. Spain has a relatively high level of mobile penetration, and almost half (49.2%) of 
voice call minutes in Spain originate on mobile networks. 
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Figure 5.39 Monthly outbound minutes per fixed line, 2001 and 2006 
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Average revenue per fixed line highest in Canada 

As with fixed-line call volumes, average voice revenue per fixed line varied widely between 
the comparator countries (Figure 5.40). Ireland, where use per line was highest, also had the 
highest average revenue per line at £33 a month, while the lowest revenue per line was in 
Poland at £12 a month. It is important to note that the revenues here are based on straight 
currency conversions, and are not adjusted for purchasing power parity (PPP). 

Figure 5.40 Average monthly voice revenue per fixed line, 2006 
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Source: IDATE / industry data / CRTC / Ofcom 
Note: Data for Canada include some elements of installation and repair revenues which are not included in data 
for the other countries. As such, data for Canada is overstated. 
 
Fixed call costs per minute falling in most countries 

From fixed-line voice revenue data (including calls, access and connection revenues) and 
outbound call volume data it is possible to calculate average revenue per call minute by 
country. This is a crude proxy for average call cost to consumers; it does not take into 
account differences in calling patterns between countries and, as the calculation includes 
access costs, it may exclude some fixed-line revenues or include some revenues from other 
services, in the case of bundled communications offerings. 
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Nevertheless, the measure provides an interesting high-level comparison between countries 
of the average cost of a fixed-line voice call minute. Of the five countries where data were 
available to produce this calculation, Sweden had the lowest fixed revenue per minute in 
2006 at 5.3p per minute while the highest revenue per minute was 8.9p in Italy (Figure 5.41). 
Italy and Sweden were the only countries where the average charge per voice minute 
increased between 2001 and 2006. The largest percentage drop in the average per-minute 
fixed call charge between 2001 and 2006 was 21% in Poland. One of the main drivers of the 
downward trend in revenues per minute in most nations is increased competition in fixed 
markets, stimulated by the entrance of LLU operators. 

Figure 5.41 Average fixed-line revenue per minute, 2001 and 2006 
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Wide variations in Voice over Internet Protocol (VoIP) use by country 

VoIP allows the transmission of voice calls over the internet and VoIP calls are typically 
cheaper than the equivalent fixed-line phone call, with savings being especially high for 
international calls. 

It is tricky to ascertain levels of VoIP use, as it is difficult to differentiate VoIP traffic from 
other data traffic, so to inform this report we commissioned a survey which asked internet 
users about their use of internet services and specifically whether they used the internet to 
make voice calls, including PC-to-PC VoIP calls, and those which terminate on the public 
switched telephony network (PSTN). 

Consumers in Italy reported the highest levels of VoIP use, with 29% of internet users 
claiming to use VoIP to make voice calls using their internet connection, compared to 4% in 
Japan, the country with the lowest reported VoIP take-up (Figure 5.42). Use of VoIP ranged 
from 9% to 23% in the other nations and 16% of UK internet users said that they used VoIP, 
meaning that it ranked mid-table among the countries for which data were available. Use of 
VoIP is partly a function of the level of competition in fixed markets, as the availability of 
attractively-priced offerings from CPS/WLR/LLU operators will reduce consumers’ appetite 
for VoIP services. 

VoIP is considered in more depth in the Networks section of the Convergence chapter.  
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Figure 5.42 Use of Voice over IP among internet users, Q3 2007 
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Source: Ofcom research, Q3 2007 
 

5.3.3 Internet and broadband 

Broadband availability high in most nations 

The availability of different broadband technologies varies significantly by country (Figure 
5.43). For example, broadband services delivered by cable are not available in Italy 
(Telecom Italia cancelled its plans to roll out cable infrastructure following its privatisation in 
1997, citing regulatory uncertainty as a key reason). Although no comparable data were 
available on high speed fibre-based broadband, such services are widely available in urban 
areas in some nations, such as Japan and Italy, while others, including the UK, have not yet 
started to roll out large-scale fibre broadband networks (see Section 5.1.3).  

Across all of the countries for which data were available, the availability of DSL broadband 
was higher than that of cable broadband, except in Canada where availability was equal and 
both services were available to 89% of the population. (Data were not available for the US.) 
The generally higher availability of DSL reflects the relatively low cost of upgrading a 
telephone exchange to offer DSL services over the existing copper wire connections, 
compared to the expense of rolling out a cable network. DSL broadband availability ranged 
from 67% of the population in Poland to almost 100% in the UK, while cable broadband 
availability was highest in the Netherlands, at 91% (again a result of the Netherlands’ 
geographically-concentrated population). 
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Figure 5.43 Broadband availability by platform, 2006 
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Source: European Commission, ‘Bridging the Broadband Gap’ / CRTC 
 
Majority of internet connections are broadband 

Research commissioned by the European Commission in November and December 2006 
for its E-Communications Household Survey showed that in all of the EU countries which are 
covered in this report, with the exception of Ireland and Italy, more than half of all homes 
with an internet connection were using broadband (Figure 5.44). Levels of broadband use 
among internet households ranged from 23% in Ireland to 90% in France, with an average of 
65% across the nine nations. 

Conversely, household use of narrowband internet connections ranged from 7% in France 
and Poland to 62% in Ireland, with an average of 28%. It should be noted that the small 
sample sizes used in some of the nations in the production of the Commission’s report mean 
that the results should be treated with caution. 

Figure 5.44 Proportion of home internet connections that are broadband, Q4 2006 
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Source: European Commission "Special Eurobarometer E-Communications Household Survey20 published April 
2007, fieldwork conducted Q4 2006 
Note: Excludes connections classed ‘other’ and responses from consumers who were unsure of their connection 
type; Figures should be treated with caution due to small sample sizes in some countries. 

                                                 
20 http://ec.europa.eu/public_opinion/archives/ebs/ebs_274_sum_en.pdf  
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Broadband costs falling, although wide variations exist 

Average revenue per connection gives an indication of the cost of broadband across the 
different countries covered by this report. Again, it is important to note there may be an 
element of over- or understatement in the figure, as many broadband services come as part 
of a bundle of communications services, making it difficult to apportion revenues to any 
particular service within the bundle. 

Germany had the lowest average revenue per broadband connection in 2006, at £13 per 
month, less than half the £27 a month in Sweden (Figure 5.45). The average revenue across 
all twelve countries surveyed was £20 per month, and in the three years to 2006 the largest 
decline in average revenue per line was in Italy, where average broadband revenue fell by 
54%. 

There are two main drivers of broadband prices: position on the adoption curve and level of 
competition in the marketplace. Countries in the ‘early adopter’ phase of broadband take-up 
will typically have higher prices, as operators will not have access to the economies of scale 
which occur later in the adoption cycle as subscriber bases increase. Similarly, competition 
between providers in markets where a number of operators are vying for subscribers will 
have a downward effect on prices. 

When considering the data in the chart below it is important to note the difficulties in deriving 
exact figures for revenue per connection on a service-by-service basis, due to the 
complications caused by service bundling, which is highly prevalent in most markets (in the 
UK around half of broadband users buy it in conjunction with another service). 

Figure 5.45 Average revenue per broadband connection, 2003 and 2006 
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Ireland has the most public WiFi hotspots per capita 

A comparison of the number of public wireless hotspots per 100,000 population gives an 
indication of the level of availability of public WiFi in different countries. Of the nations for 
which data were available, the Republic of Ireland had the highest number of public hotspots 
per 100,000 population at the end of 2006, with 26, whereas Italy had the lowest number per 
population at just three per 100,000 inhabitants (Figure 5.46). 

In the year to December 2006, the strongest growth in the actual number of WiFi hotspots 
was also in Ireland, where there was a 62% increase to 1,100. Italy had the slowest growth, 
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with data indicating that there was a slight fall in the number of WiFi hotspots during 2006, to 
1,600. 

Figure 5.46 Public wireless hotspots per 100,000 population, 2005 and 2006 
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5.3.4 Mobile services 

Mixed trends in average minutes of use per subscriber 

Average outbound call volumes per mobile subscription give an indication of the level of 
mobile use among subscribers in each country. Figures were not available for the US and 
Canada, partly as a result of the fact that in these countries mobile users are also charged 
for incoming calls, and these two nations are therefore considered separately. 

Of the countries for which outbound call volume figures were available, mobile subscribers in 
the Netherlands were the heaviest users, making an average of 188 minutes of outbound 
calls per month (Figure 5.47). The lowest users were in Poland and Germany, at just 52 and 
58 minutes respectively per subscriber per month. The relatively low figure for Germany is 
consistent with mobile costs being comparatively high and fixed call costs being low (see 
Section 1.4). Use in the UK was relatively low, with mobile subscribers making on average 
only 101 minutes of outgoing calls per month. 

In the five years to 2006, the fastest growth in average outbound calls per mobile 
subscription was in Spain, where average use increased by 90% (or almost an hour per 
month). Poland and Japan were the only countries where average use per mobile declined, 
by 15% and 11% respectively. This is probably because more recent additions to the 
subscriber base are lower users of mobile voice services and also because, particularly in 
Japan, there is increasing use of mobile data services. 

In the US, total incoming and outgoing mobile call minutes more than doubled between 2001 
and 2006, increasing by more than 350 minutes a month to over eleven hours a month on 
average. Assuming a 50:50 split of total call volumes between incoming and outgoing in the 
US and Canada (which is likely to underestimate outgoing call volumes) they are the 
heaviest, and third heaviest, users of mobile voice services respectively. 
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Figure 5.47 Monthly outbound minutes per mobile subscription, 2001 and 2006 
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Mobile share of voice volumes highest in Spain  

Analysis of the proportion of total voice call volumes which originate on mobile networks 
gives an indication of the extent to which fixed-mobile substitution is taking place. Data were 
available for only six of the nations covered by this report, and of these, Spain had the 
highest proportion of mobile-originated voice call minutes in 2006, at 49.2% (Figure 5.48). 

The fastest growth in the proportion of total voice calls originating on mobiles was also found 
in Spain, up almost 25 percentage points in the five years to 2006. Germany had the lowest 
proportion of mobile-originated voice call minutes in 2006 (19.9%) along with the smallest 
increase between 2001 and 2006, at 7.4 percentage points. Lower levels of fixed-mobile 
substitution in Germany are partly a consequence of the lower use per subscription and 
cheaper fixed call prices. 

Figure 5.48 Mobile as a proportion of all voice call volumes, 2006 
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Source: IDATE / industry data / Ofcom  

Pre-pay and post-pay mix varies significantly between countries 

There were significant differences between countries in the proportion of mobile 
subscriptions which were post-pay monthly contracts rather than pre-pay. Of the main 
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countries covered in this report Japan had the highest proportion of contract subscriptions at 
the end of 2006 (97%) while in Italy only one in ten mobile subscriptions (10%) were monthly 
contracts (Figure 5.49). 

In the UK, France and Germany, the proportion of pre-pay subscribers fell between 2001 
and 2006 as operators attempted to migrate pre-pay customers on to monthly contracts to 
help reduce churn and increase revenue. Over 90% of mobile connections in the US are on 
post-pay contracts, but the proportion of pre-pay has increased slightly, largely as a result of 
the launch of pre-pay plans by mobile virtual network operators (MVNOs). 

Figure 5.49 Mobile subscriptions by type, 2001 and 2006 
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2006 average mobile revenue per user down in all nations but Canada 

Of the seven key comparator nations covered by this report, average revenues per 
subscription fell between 2005 and 2006 in all countries except Canada, where it increased 
by around 5%, mainly as a result of rapid growth in the use of data services (Figure 5.50).  

In 2006, the highest revenue per subscription was in Japan at £30 a month. In part, this is a 
reflection of the higher cost of living in Japan, but it also reflects a less diversified market 
structure than in the other comparator nations; incumbent fixed-line operator NTT’s mobile 
subsidiary DoCoMo has a market share of around 55% (in the UK no network has a market 
share of over 30%). The Japanese mobile market is also dominated by post-pay contracts 
and, with relatively low connections per head it has lower levels of multiple-phone 
ownership. The lack of mobile number portability in Japan prior to 2006 was also a barrier to 
consumers switching providers. 

In contrast, average revenue among the seven countries was lowest, at £13 a month, in Italy 
where pre-pay use is highest, and where there is little or no handset subsidy (except for 3G). 
There is fierce competition between network operators in Italy, and high levels of multiple-
phone/SIM card ownership, with 139 mobile connections per 100 people. Between 2001 and 
2006 the highest growth in mobile revenue per subscription was in France, at 28%, while it 
was lowest in Japan where average revenue per subscription declined by 24% over the 
same period. 
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Figure 5.50 Monthly mobile average revenue per subscription, 2001 to 2006 
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Source: IDATE / industry data / CRTC/ Ofcom 
Note: CAGR for Canada is based on a four year period 
 
Proportion of contract subscriptions drives average revenue per user 

Plotting average revenue per mobile subscription against the proportion of mobile 
subscriptions which are monthly contract showed a positive correlation between the two in 
2006 (Figure 5.51). This is unsurprising, given that contract customers tend to be heavier 
users of mobile services, and so sign up to contracts which give them an allowance of calls 
and messaging services. Pre-pay users, on the other hand, tend to be lower users of mobile 
services who prefer to top up their account as and when needed. 

Revenues per subscription in Italy and Sweden are low as typically handsets are typically 
not subsidised by service providers in these countries, so providers do not have to recoup 
these costs in the prices that they charge consumers. 

Figure 5.51 Proportion of contract subscribers and average monthly revenue per 
subscription, 2006  
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Heaviest users of mobile data services in Japan 

Comparative analysis of average revenue per subscription for voice and data indicates the 
extent to which mobile subscribers are using their mobiles for more than just making voice 
calls. Data services include text and picture messaging, accessing the internet and 
downloading mobile applications and media (Figure 5.52). Japan had the highest proportion 
of data revenue, with 28% of revenue per subscription (£9 a month) coming from data 
services. In contrast, Sweden had the lowest proportion of data revenue at 10% (£1 a 
month). 

Figure 5.52 Monthly mobile voice and data revenue per subscription, 2006 

13
18

13
10

23 23 22

6
14 17

9
15

4

3

3
3

3 4 9

2

3
3

1

4
17

21

16
13

26 27
30

8

17
20

10

19

0

10

20

30

UK FRA GER ITA USA CAN JPN POL ESP NED SWE IRL

£ 
pe

r m
on

th

Data

Voice

22% 14% 19% 23% 12% 16% 28% 22% 18% 17% 10% 20% % data

13
18

13
10

23 23 22

6
14 17

9
15

4

3

3
3

3 4 9

2

3
3

1

4
17

21

16
13

26 27
30

8

17
20

10

19

0

10

20

30

UK FRA GER ITA USA CAN JPN POL ESP NED SWE IRL

£ 
pe

r m
on

th

Data

Voice

22% 14% 19% 23% 12% 16% 28% 22% 18% 17% 10% 20% % data  
Source: IDATE / industry data / CRTC / Ofcom 
 
Data revenue an increasing proportion of total mobile revenue 

On average, across the 12 nations analysed, data services made up 18.1% of total mobile 
revenue in 2006, an increase from 15.6% in 2005 (Figure 5.53). Over the five-year period 
covered in the report the compound average growth rate (CAGR) was 13%. This reflects 
increasing use of mobile internet services and rich-media services such as video calling. 
However, for all countries except Japan the majority of data revenue comes from SMS 
messaging rather than from more advanced data services such as internet access and 
instant messaging. 

Figure 5.53 Mobile data revenue as a proportion of total mobile revenue 
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Source: IDATE / industry data / CRTC / Ofcom 
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Mobile users in Japan substituting email for text and picture messaging 

The research which Ofcom undertook for this report asked mobile owners about their use of 
non-voice mobile services, and the results of this are outlined in Figure 5.54. Among the 
nations covered by the research, SMS use was highest in the European countries, with 
around 80% of mobile users sending text messages, around twice the levels reported in the 
US and Canada and much higher than the 17% reported in Japan. Levels of photo 
messaging were much lower than those of text messaging in all countries and, again, were 
higher among the European countries than elsewhere. 

Use of the mobile phone to access the internet is limited to a small proportion of users in all 
the countries and was highest in Japan and Italy, where 20% and 19% respectively of mobile 
users said that they accessed the internet using their mobile. The lowest levels of mobile 
internet use were in Germany and Canada, where just 7% of mobile users reported that they 
used the service. 

Less than 20% of mobile users reported that they used mobile email in all of the countries 
surveyed except Japan, where levels of use (57% of mobile owners) were more than three 
times higher than in any of the other countries covered by the research. This, along with low 
text and picture messaging levels, suggests that mobile users in Japan are using mobile 
email as a substitute for text and picture messaging. 

Figure 5.54 Use of non-voice services on mobile phones, Q3 2007  
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Source: Ofcom research, Q3 2007 

Mobile cost per voice call minute highest in Germany 

Figure 5.55 illustrates the average cost per mobile call minute, which is calculated from 
outgoing voice call revenue and volume data. The average cost per minute was in the 11 to 
16 pence range in 2006 for all of countries except Germany, where it was higher. Despite 
average mobile voice call revenue per minute having fallen by almost a quarter (22%) in 
Germany in 2006, the average cost of a mobile call in 2006 was significantly higher than in 
the other countries considered in 2006, at 22.7 pence per minute. 
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Figure 5.55 Average mobile revenue per outgoing voice call minute, 2001 to 2006 
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Country profiles 
This section provides a brief overview of each of the key comparator countries used in this 
report. The profile of each country includes basic demographic and economic information, 
market data for the telecoms and broadcasting industries, as well as a synopsis of the 
regulatory environment and recent communications market developments. 

This is not intended to constitute an exhaustive study of the countries concerned, and the 
summarising nature of the text means that certain important organisations or events may 
have been omitted. Furthermore, differences in the legislative and market structures make 
inter-country comparability difficult. Nevertheless the section should still serve to provide a 
context for analysing the trends described in this publication, as well as a flavour of the 
communications market in each of the key comparator countries. 

Data on telecoms and broadcasting (where available) cover the top three providers by 
market share: fixed operators by lines, mobile operators by subscriptions, broadband 
operators by connections and broadcasting channels by audience share. 

Sources used for these country profiles include: Analysys, Global Insight, Global 
Competition Review, RAJAR, Reuters, Screen Digest, The World Bank. Other figures come 
from the operators directly.  
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UK 
Basic country data, 2006 

Size (Sq Km) 224,820 
Population (m) 60.5 
Households (m) 26.3 
GDP (£bn) 1,290 
GDP per capita (£) 21,322 

Communications legislation and regulatory environment 

The communications market in the UK is regulated by Ofcom, a statutory corporation 
established by act of Parliament and independent of government. Ofcom’s responsibilities 
cover television, radio, telecoms and wireless communications services, including 
competition powers. Regulation of the market is governed by the Communications Act of 
2003. Ofcom’s principal duty under the Communications Act is to further the interests of (i) 
citizens in relation to communications matters and (ii) consumers in relevant markets, where 
appropriate by promoting competition.  

In the telecoms market the local, domestic long-distance, international long-distance, and 
mobile segments are fully opened up to competition. The incumbent, British 
Telecommunications Group Plc, is fully privatised.  

Ofcom also is empowered to enforce competition law in the electronic communications 
sector acting concurrently with the Office of Fair Trading (OFT). The Competition Appeals 
Tribunal (CAT) hears appeals against Ofcom decisions. Appeals are referred to the 
Competition Commission if they concern price control. 

There are some restrictions in the broadcasting sector on the ownership and control of 
broadcasters. For example political bodies and advertising agencies may not hold 
broadcasting licences. There are also cross-ownership restrictions designed to ensure a 
plurality of voices across different media in each region. The Secretary of State may 
intervene in media mergers that raise public interest considerations. Ofcom and the 
Competition Commission may be asked to investigate any merger that could have an effect 
on plurality, diversity or standards. 
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Telecoms market data 
2003 2004 2005 2006

Revenues (£m)
Fixed-line 11,361 10,704 9,572 9,953
Mobile 9,836 11,938 12,940 13,902
Internet 849 1,301 1,691 2,185
Total 22,046 23,943 24,203 26,040

Take-up (m)
Fixed-line connections 35.0 34.6 34.1 33.6
Mobile subscriptions 52.8 59.7 65.4 69.7
Broadband connections 3.1 6.1 9.9 13.0

Penetration (%)
Fixed-line (individuals) 58% 57% 56% 56%
Mobile (individuals) 99% 108% 115% 115%
Broadband (households) 13% 25% 40% 52%  

Largest telecoms operators, Q4 2006 
Fixed-line BT 

Virgin Media 
Cable & Wireless 

23.5m lines 
4.4m lines 
c400k lines 

Mobile O2 
T-Mobile 
Orange 

17.6m subscriptions 
16.9m subscriptions 
15.3m subscriptions 

Broadband NTL/Telewest 
BT 
TalkTalk/AOL 

3.3m connections 
3.1m connections 
1.2m connections 

Broadcasting market data 
2003 2004 2005 2006

TV revenues (£m)
Subscription 3,328 3,724 4,077 4,226
Public funding 2,850 3,108 3,163 3,210
Advertising 3,356 3,500 3,537 3,249
Total 9,533 10,332 10,777 10,685

Radio revenues (£m)
Subscription 0 0 0 0
Public funding 580 610 640 650
Advertising 601 638 630 585
Total 1,181 1,248 1,270 1,235

TV take-up (m)
TV homes (m) 25.7 25.7 25.8 25.8
Multichannel homes (m) 13.4 15.7 18.3 20.0
Digital TV homes (m) 12.4 14.9 17.6 19.7

Penetration in TV homes (%)
Multichannel homes (m) 54% 63% 73% 80%
Digital TV homes (m) 50% 60% 70% 78%  
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Major channels’/ stations’ audience share, 2006 
TV BBC1 

ITV1 
Channel 4 & S4C 

22.8% 
19.7% 
9.8% 

Radio BBC Radio 2 
BBC Radio 4 
BBC Radio 1 

15.8% 
11.1% 
9.7% 

Note: Radio data refer to market share of adults (15+) in Q4 2006; TV data refer to market share of all individuals 
(4+) in 2006  

Recent market activity21 
During 2006 the amount spent per person on telecommunications services fell, largely 
caused by average spend on mobile falling for the first time as falling prices more than 
compensated for an increase in the total number of connections and in the average number 
of voice calls and text messages per subscriber. There has been an increase in the number 
of triple- and quad-play offerings as more providers have entered the market, although there 
has been consolidation among existing providers.  

Penetration of broadband increased to over 50% of households by March 2007. Households 
with a mobile connection (93%) exceeded households with a fixed connection (90%) for the 
first time in 2006. Average calls per mobile connection rose above 100 minutes a month for 
the first time, while average calls per fixed-line connection fell below 300 minutes. 

3G mobile connections grew by 70% during 2006 to reach 7.8 million by the end of the year, 
and all five mobile operators are in the process of upgrading their 3G networks to HSPA in 
order to improve coverage and provide faster data speeds. O2 was the last operator among 
the five to launch flat rate data tariffs in September 2007. Of the 70 million mobile 
connections at the end of 2006, around 35% were post-pay and contract lengths of 18 
months or more accounted for the majority of connections. 

Penetration of digital television, digital video recorders (DVRs) and high-definition television 
is increasing. Television revenue from subscription and interactive services grew during 
2006, but revenue from advertising declined.  

The number of DAB radio stations has increased although the number of radio listening 
hours continues to decline falling from 20.1 hours per week in 2005 to 19.8 in 2006. 

                                                 
21 For in-depth data and analysis of the UK’s communications market, see Ofcom’s UK 
Communications Market Report 2007, http://www.ofcom.org.uk/research/cm/cmr07/ 
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France 
Basic country data, 2006 
 
Size (Sq Km) 545,630 
Population (m) 62.8 
Households (m) 26.2 
GDP (£bn) 1,213 
GDP per capita (£) 19,242 

Note: Population includes French overseas territories. The population of 
mainland France was 60.9 million at the end of 2006 

Communications legislation and regulatory environment 
The telecoms market is regulated by the Autorité de Régulation des Communications 
Electroniques et des Postes (ARCEP). ARCEP is an independent regulator, which until May 
2005 was called the Autorité de Regulation des Telecommunications (ART).  

The telecoms market in France has been liberalised since the 1996 Telecoms Law came 
into force. Since then France has opened up different segments of the telecoms market to 
competition. Incumbent operator France Telecom has been partially privatised. Currently, 
the French state is still the largest single shareholder although it has reduced its 
shareholdings each year since 2004 (27.4% share at June 2007) and there are opportunities 
for further privatisation.  

ARCEP has relaxed its regulatory control of the fixed-line market and in June 2007 
announced its decision to withdraw the majority of regulatory controls from the residential 
fixed-telephony retail market. 

The broadcasting regulator is le Conseil Supérieur de l'Audiovisuel (CSA). Its functions 
include oversight of state-owned radio and television stations, issuing of DTT, FM and AM 
broadcasting licences, as well as overseeing programme quality. TV and radio activities are 
defined and regulated by the 1986 Radio and TV Law on Freedom to Communicate. 

There are restrictions in the sector on the ownership and control of broadcasters. These 
restrictions aim to preserve competition and media pluralism by limiting the share that one 
entity may hold in different broadcasters. ‘Must carry’ rules’ provide that free-to-view public 
service channels, including the parliament channel and TV5 are carried on Cable, Satellite 
and ADSL. Cable and ADSL networks must also broadcast local TV channels free of charge. 

Other agencies involved in the regulation of the media and telecoms sectors are the French 
Frequencies Regulator (Agence Nationale des Fréquences - ANFR), the French National 
Broadcasting Authority and the Competition Council. The Government has also assigned a 
committee to produce a strategy for digital known as le Comité stratégique pour le 
numérique (CSN). 
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Telecoms market data 

2003 2004 2005 2006
Revenues (£m)

Fixed-line 8,685 8,196 8,039 7,759
Mobile 9,339 10,737 11,847 12,338
Internet 997 1,362 1,800 2,318
Total 19,021 20,296 21,685 22,415

Take-up (m)
Fixed-line connections 33.9 33.6 33.1 31.6
Mobile subscriptions 41.7 44.5 48.0 51.5
Broadband connections 3.7 6.8 9.4 12.6

Penetration (%)
Fixed-line (individuals) 55% 54% 53% 50%
Mobile (individuals) 67% 71% 77% 82%
Broadband (households) 14% 26% 36% 48%  

Largest telecoms operators, Q4 2006  

Fixed-line France Telecom 
Neuf Cegetel 
Iliad 

25.5m lines 
2.1m lines 
1.7m lines 

Mobile Orange 
SFR 
Bouygues 

23.3m subscriptions 
17.9m subscriptions 
8.7m subscriptions 

Broadband Orange 
Free (IIiad) 
Neuf Cegetel 

5.9m connections 
2.3m connections 
2.2m connections 

Broadcasting market data 

2003 2004 2005 2006
TV revenues (£m)

Subscription 2,739 2,817 2,864 3,139
Public funding 1,023 1,113 1,225 1,245
Advertising 2,051 2,185 2,207 2,295
Total 5,813 6,115 6,296 6,679

Radio revenues (£m)
Subscription 0 0 0 0
Public funding 572 579 585 606
Advertising 431 455 475 474
Total 1,003 1,033 1,060 1,080

TV take-up (m)
TV homes (m) 23.5 23.6 24.2 24.5
Multichannel homes (m) 8.5 9.0 10.7 16.0
Digital TV homes (m) 5.0 5.6 7.3 12.9

Penetration in TV homes (%)
Multichannel homes (m) 33% 35% 41% 61%
Digital TV homes (m) 19% 22% 28% 49%  
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Major channels’/stations’ audience share, 2005-2006 

TV TF1 
France 2 
France3 

31.6% 
19.2% 
14.7% 

Radio* RTL 
France Inter 
Europe 1 

11.6% 
7.9% 
7.9% 

* Television data refer to Q4 2006; radio data to Q4 2005 

Recent market activity 

IPTV continues to grow in popularity with 1.5 million users by the middle of 2007. By August 
2007 10% of fixed telephony subscribers had replaced PSTN with VoIP. Several fixed-
mobile convergence services have recently been launched.  

The number of broadband users has continued to grow as competition intensifies and 
alternative providers grow their market share. The incumbent (France Telecom), along with 
alternative operators Neuf Cegetel and Iliad, has invested in fibre-to-the-home services in 
large parts of Paris and is currently expanding coverage to major cities within France.  

A free WiFi network was launched by SFR in Paris in July 2007 which will be run for two 
years. France Telecom has taken out legal action against the network, arguing that local 
authorities can only invest in the provision of infrastructure where there is a lack of supply 
from private companies 

Iliad’s application for the fourth 3G licence was rejected in October 2007 due to the financial 
conditions attached to the application. ARCEP has announced that mobile operators can 
start using 900MHz and 1800MHz for 3G services as early as 2008.  

In October 2007 France Telecom was fined EUR 45 million by the French competitive 
authority for uncompetitive practices in the French XDSL market. The European Court of 
Justice has also backed an EC decision that the incumbent must pay back EUR 1.4 billion in 
state aid. 

The two largest satellite operators, CanalSatellite and TPS completed their merger and 
rebranded as CanalSatellite. Four of the largest cable operators were unified under the 
Numericable brand and the TNT line-up (the DTT platform) expanded to include local 
channels, while the same bouquet of free channels is now available by satellite. 
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Germany 
Basic country data, 2006 

Size (Sq Km) 349,520 
Population (m) 82.4 
Households (m) 40.0 
GDP (£bn) 1,574 
GDP per capita (£) 19,133 

Communications legislation and regulatory environment 

The telecoms market is regulated federally according to the conditions of the 2004 Telecoms 
Act. In July 2005 the independent regulator was renamed the Federal Network Agency for 
Electricity, Gas, Telecommunication, Post and Railway (Bundesnetzagentur or BNetzA). 
Until that time it was called the Regulatory Authority for Telecommunications and Post 
(RegTP). RegTP was established in 1998. BNetzA has responsibility for frequency 
management. The federal competition authority is the Bundeskartellamt. 

Germany’s telecoms market was fully liberalised in January 1998. The German regulator has 
particularly promoted competition in the long-distance market and in carrier pre-selection. 
The German state directly owned 14.83% of the incumbent telecoms operator Deutsche 
Telekom in September 2007.  

According to constitutional law, only technical provisions for broadcasting are covered at the 
federal level. The State media agencies are responsible for granting broadcasting licences, 
supervising commercial broadcasters and allocating transmission capacities.  

There are no restrictions on the ownership and control of broadcasters. A company is 
entitled to operate an unlimited number of nationwide television channels unless it is able to 
exercise a controlling influence on public opinion. Distribution networks in all states have an 
obligation to carry certain programmes. The programmes of the public broadcasting 
institutions for the relevant German state are usually classified as must-carry programmes. 
The specific nature of the obligations varies according to whether the platforms concerned 
are terrestrial radio, analogue or digital cable. 

Other organisations involved in the regulation of the communications sector include the 
Federal Ministry for Economics and Labour, which prepares draft amendments to the 
Telecoms Act, and the Federal Cartel Office, which is responsible for merger control. 
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Telecoms market data 
2003 2004 2005 2006

Revenues (£m)
Fixed-line 13,950 14,177 13,126 12,523
Mobile 14,388 15,547 16,025 15,928
Internet 976 1,227 1,473 2,026
Total 29,314 30,951 30,624 30,477

Take-up (m)
Fixed-line connections 54.3 54.7 54.9 54.8
Mobile subscriptions 64.8 71.3 79.2 85.4
Broadband connections 4.6 7.0 10.7 14.7

Penetration (%)
Fixed-line (individuals) 56% 55% 53% 53%
Mobile (individuals) 63% 67% 71% 75%
Broadband (households) 12% 18% 28% 38%  

Largest telecoms operators, Q4 2006 
Fixed-line Deutsche Telekom 

Arcor 
Freenet 

33.2m lines 
6.0m customers 
3.0m customers 

Mobile T-Mobile 
Vodafone D2 GmbH 
E-Plus 

31.4m subscriptions 
30.6m subscriptions 
12.7m subscriptions 

Broadband T-Online (DT) 
United Internet 
Arcor 

7.1m connections 
2.3 customers 
1.2m connections 

Broadcasting market data 
2003 2004 2005 2006

TV revenues (£m)
Subscription 2,893 2,975 3,034 3,022
Public funding 2,791 2,809 3,115 3,177
Advertising 2,604 2,632 2,680 2,806
Total 8,288 8,416 8,829 9,005

Radio revenues (£m)
Subscription 0 0 0 0
Public funding 1,701 1,711 1,764 1,851
Advertising 396 423 437 453
Total 2,097 2,134 2,201 2,304

TV take-up (m)
TV homes (m) 37.4 37.6 37.6 37.6
Multichannel homes (m) 35.4 36.0 36.7 37.0
Digital TV homes (m) 4.7 5.8 7.6 9.0

Penetration in TV homes (%)
Multichannel homes (m) 92% 93% 94% 95%
Digital TV homes (m) 12% 15% 19% 23%  
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Major channels’ / stations’ audience share, 2005-2006 
TV ARD III 

ZDF 
ARD 

14.2% 
13.6% 
13.5% 

Radio* WDR 
SWR 
NDR 

15.2% 
13.8% 
12.2% 

* Television data refer to Q4 2006; radio data to Q4 2005 

Recent market activity 
The number of fixed-line only households and the proportion of fixed-line call volumes in 
comparison to mobile continues to be high in Germany compared to neighbouring countries, 
despite recent reductions in mobile call tariffs. 

Deutsche Telekom’s share of the fixed-line voice market has continued to fall, although the 
incumbent reversed its declining market share of broadband users during the first half of 
2007 through the introduction of simplified tariff packaging. The operator dropped its T-One 
dual-mode fixed-mobile convergence offering in March 2007 due to low uptake. 

In June 2007 the EC referred the German government in the European Court of Justice for 
amendments to German law which would allow Deutsche Telekom regulatory holidays. In a 
separate case BNetzA ruled that Deutsche Telekom will be required to offer naked DSL 
bitstream access from April 2008 onwards. 

The majority of mobile operators have upgraded their 3G networks to HSPA in major urban 
areas and are now offering ’mobile broadband’ tariffs that compete with fixed-line DSL 
offerings. T-Mobile has concentrated on deploying EDGE in rural areas where neither 3G or 
DSL services are available. Plans by three of Germany’s mobile operators to invest jointly in 
a mobile TV network have been approved by the Federal Cartel Office regulator.  

One of Germany’s larger broadcasters, ProSiebenSat1, was acquired by SBS to form one of 
Europe's largest broadcasting groups.  
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Italy 
Basic country data, 2006 
Size (Sq Km) 301,230 
Population (m) 58.1 
Households (m) 22.1 
GDP (£bn) 1,007 
GDP per capita (£) 17,278 

Communications legislation and regulatory environment 
The communications market is regulated by the Autorità per le Garanzie nelle 
Comunicazioni (AGCOM), the independent communications regulator established in 1997. 
AGCOM spans the broad responsibilities of supervising and enforcing compliance with 
legislation in the telecommunications, media and press-publishing sectors.  

The Ministry of Communications reviews filings of declarations for general authorisations for 
electronic communications, grants public broadcasting licences, and approves the national 
spectrum allocation plan. 

The Italian telecoms market has been fully liberalised since January 1998, in accordance 
with EU directives.  

Telecoms market data  
2003 2004 2005 2006

Revenues (£m)
Fixed-line 8,589 8,643 8,562 8,034
Mobile 9,061 9,997 11,024 11,612
Internet 757 1,081 1,401 1,589
Total 18,407 19,721 20,987 21,236

Take-up (m)
Fixed-line connections 29.9 29.1 28.0 26.0
Mobile subscriptions 56.6 62.5 71.5 80.5
Broadband connections 2.5 5.1 7.1 8.8

Penetration (%)
Fixed-line (individuals) 52% 50% 48% 45%
Mobile (individuals) 98% 108% 123% 139%
Broadband (households) 11% 23% 32% 40%  
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Largest telecoms operators, Q4 2006 
Fixed-line Telecom Italia 

Tele 2 Italia 
Wind 

32.4m lines 
2.6m customers* 
2.3m customers 

Mobile TIM 
Vodafone Italia 
Wind 

32.4m subscriptions 
26.2m subscriptions 
14.7m ubscriptions 

Broadband Telecom Italia 
FastWeb 
Wind 

5.6m connections 
1.1m connections 
0.8m connections 

*June 2007 

Broadcasting market data 

2003 2004 2005 2006
TV revenues (£m)

Subscription 799 1,084 1,364 1,745
Public funding 1,036 1,067 1,067 1,088
Advertising 2,709 3,029 3,184 3,208
Total 4,544 5,180 5,615 6,042

Radio revenues (£m)
Subscription 0 0 0 0
Public funding 437 444 449 453
Advertising 294 355 352 372
Total 730 800 801 825

TV take-up (m)
TV homes (m) 22.4 22.5 22.6 22.8
Multichannel homes (m) 5.1 7.1 9.8 11.8
Digital TV homes (m) 3.3 5.4 8.3 10.4

Penetration in TV homes (%)
Multichannel homes (m) 23% 32% 44% 53%
Digital TV homes (m) 15% 25% 37% 47%  

Major channels’ / stations’ audience share, 2005-2006 
TV RAI 1 

Canale 5 
RAI 2 

23.0% 
21.0% 
11.3% 

Radio* RAI 
Elemedia 
Gruppo Finelco 

18.0% 
11.0% 
8.0% 

* Television data refer to Q4 2006; radio data to Q4 2005 
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Recent market activity 
Telecom Italia has managed to slow its declining share in fixed-line voice through the 
introduction of flat-rate tariffs, but the incumbent is facing stiff competition from local-loop 
unbundlers.  

Much of the competitive activity in the past year has focused on the provision of ‘bundled’ 
communications services; three of the four biggest broadband providers are offering quad-
play bundles. Vodafone Italia acquired Tele2’s fixed line assets in Italy in October 2007 and 
along with Telecom Italia, is deploying fixed-mobile converged services, following approval 
from AGCOM.  

The auction of WiMAX licences commenced in October 2007. The licences are intended to 
provide wireless broadband coverage to areas which are currently not able to access 
broadband services over fixed lines. 

Mobile data revenue accounts for the highest proportion of total mobile revenue of any of the 
European countries covered in the report and Italy has the highest penetration of 3G 
connections in Europe. Operators are now upgrading their networks to HSPA and flat-rate 
data tariffs have been introduced by most mobile operators.  

The first MVNOs launched in Italy during 2007. Internet service provider Tiscali and fixed-
line provider Fastweb have announced plans to launch MVNO services bundled with their 
current offerings.  

Telefonica in conjunction with a consortium of banks acquired 100% of Olimpia, a holding 
company with an 18% stake in Telecom Italia. The deal was subject to approval from the 
Brazilian regulator Anatel (where Telefonica and Telecom Italia both have investments in 
separate mobile operators), which was given in October 2007. 

Digital switchover commenced in Sardinia in March 2007 with RAI, Mediaset and Telecom 
Italia Media switching off their analogue channels.  



The International Communications Market 2007 

216 

USA 
Basic country data, 2006 
Size (Sq Km) 9,158,960 
Population (m) 297.0 
Households (m) 112.2 
GDP (£bn) 7,198 
GDP per capita (£) 24,017 

Communications legislation and regulatory environment 
The communications market is regulated by the Federal Communications Commission 
(FCC), an independent US government agency, reporting directly to Congress. The FCC 
was established by the Communications Act of 1934 and is charged with regulating 
interstate and international telecoms and information services.  

Other authorities involved in the regulation of the communications sector include the 
National Telecommunications and Information Administration (NTIA) which has responsibility 
for spectrum, and telecommunications policies, and the federal and state courts which 
review regulatory decisions. The NTIA sits in the Department of Commerce. 

The FCC only operates on a federal level. There are Public Utility Commissions (PUCs) in 
each state, and these regulate all intrastate telecoms services, and implement FCC 
regulations on a state level. PUCs also regulate other utility services such as water and 
electricity. Below the PUCs there are local governments, and it is these that are responsible 
for implementing cable policies. Spectrum is regulated at a federal level only. 

Within the FCC there is a Consumer and Governmental Affairs Bureau, which is responsible 
for consumer education and policy, and for responding to complaints and enquiries. The 
Department of Justice (DOJ) and the Federal Trade Commission (FTC) handle complaints of 
anti-competitive or deceptive behaviour, and oversee merger regulation. 

US law limits the number of broadcasting stations that a single entity can own in a given 
area. The DOJ and FTC also ensure that companies owning several stations are not in 
breach of antitrust laws. There are restrictions on the cross-ownership of multiple 
broadcasting outlets. In 1996 the FCC commenced a review of media ownership rules, 
which is ongoing.  
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Telecoms market data 
 

2002 2003 2004 2005
Revenues (£m)

Fixed-line 74,145 68,604 62,927 58,550
Mobile 42,134 46,990 52,599 60,533
Internet 32,763 35,362 36,662 38,577
Total 149,042 150,957 152,188 157,660

Take-up (m)
Fixed-line connections 189.4 183.0 176.5 168.5
Mobile subscriptions 138.8 155.3 175.5 197
Broadband connections 18.3 26.4 36 47

Penetration (%)
Fixed-line (individuals) 66% 63% 60% 57%
Mobile (individuals) 48% 54% 60% 67%
Broadband (households) 16% 23% 31% 40%  

 
Largest telecoms operators, Q4 2006 
 
Fixed-line AT&T 

Verizon 
Bell South 

46.3 network access lines in service 
27.7 lines 
18.8 lines 

Mobile AT&T Mobility 
Verizon 
Sprint Nextel 

61.0 subscriptions 
59.1 subscriptions 
53.1 subscriptions 

Broadband Comcast 
AT&T  
Verizon 

11.5 connections 
8.5 connections 
7.0 connections 

Broadcasting market data 
2003 2004 2005 2006

TV revenues (£m)
Subscription 25,677 28,613 31,340 33,590
Public funding 271 281 289 311
Advertising 31,782 33,127 33,577 36,173
Total 57,729 62,020 65,206 70,075

Radio revenues (£m)
Subscription 71 217 568 963
Public funding 0 0 0 0
Advertising 10,505 10,770 10,972 11,658
Total 10,576 10,986 11,540 12,621

TV take-up (m)
TV homes (m) 108.2 109.6 110.2 111.6
Multichannel homes (m) 88.8 91.9 97.1 101.2
Digital TV homes (m) 44.5 50.8 60.2 68.4

Penetration in TV homes (%)
Multichannel homes (m) 82% 83% 87% 90%
Digital TV homes (m) 41% 46% 54% 61%  
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Major channels’ / stations’ audience share 2005-2006 
 
TV CBS 

NBC 
ABC 

8.3% 
8.0% 
7.7% 

Radio* Clear Channel 
Communications 
Viacom 
Cox Radio 

13.5% 
 
10.8% 
4.0% 

* Television data refer to Q4 2006; radio data to Q4 2005 

Recent market activity 
Fixed-line connections continue to fall, mainly driven by losses from the residential market. 
The decline has been caused by increased take-up of VoIP via cable connections, mobile 
substitution and converged services using a combination of WiFi and mobile. In contrast, the 
number of mobile users continues to grow and there have been significant increases in 
mobile voice and data usage. 

Several high profile MVNOs closed during 2007, but the overall number of providers 
increased due to cable providers launching MVNO services as part of communication 
bundles. 

Consolidation between mobile operators continued during 2007; Verizon is set to acquire 
Rural Cellular Corporation, T-Mobile has agreed to buy Suncom Wireless Holdings, AT&T 
bought Dobson Communications and Sprint Nextel purchased Northern PCS. 

Expanding 3G coverage from leading operators AT&T Mobility and Verizon Wireless, 
combined with a greater choice of handsets led to strong growth in 3G subscribers. Sprint 
Nextel started field testing mobile WiMAX and plans to launch services in 2008 covering 100 
million people by the end of the year. 

Time Warner and CBS launched the US's fifth broadcast network, CW, in September 2006, 
by merging their UPN and WB units. The network targets young adults and its programming 
is made available online the day after broadcast. Broadcasters are responding to the strong 
uptake of HDTV by providing more HD channels. HBO announced it will convert all of its 
channels to HD by Q2 2008 and rival Starz stated that it will be launching three new HD 
channels alongside the current Starz HD channel. 
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Canada 
Basic country data, 2006 
Size (Sq Km) 9,220,970 
Population (m) 32.8 
Households (m) 12.8 
GDP (£bn) 689 
GDP per capita (£) 21,169 

Communications legislation and regulatory environment 
Jurisdiction over telecoms and broadcasting is exercised by the Canadian Radio-television 
and Telecommunications Commission (the CRTC), a public independent agency established 
in 1968 constituted by the Canadian Radio-television and Telecommunication Act of 1985. 
CRTC operates under the provisions of the 1991 Broadcasting Act and 1993 
Telecommunications Act and Bell Canada Act of 1987. These Acts allow it to regulate and 
supervise all aspects of the Canadian broadcasting system, as well as to regulate 
telecommunications common carriers and service providers that fall under federal 
jurisdiction.  

The CRTC reports to the Parliament of Canada through the Minister of Canadian Heritage. 
Responsibility for spectrum lies with the Department of Industry. The regulator cannot apply 
fines to service providers although there have been calls for it to be able to do this. 
Competition aspects are handled by the Competition Bureau of Canada. 

Canada has media ownership rules and also has conditions around non-Canadian 
ownership of cultural industries. Many complaints against broadcasters are dealt with by the 
Canadian Broadcast Standards Council, an independent broadcast industry association. 

The CRTC's telecommunications regulatory focus is currently directed primarily at incumbent 
wireline carriers and pricing regulation. 

Telecoms market data 
2003 2004 2005 2006

Revenues (£m)
Fixed-line 7,352 7,200 6,942 6,720
Mobile 3,562 4,225 4,900 5,742
Internet 820 1,001 1,186 1,395
Total 11,734 12,426 13,028 13,856

Take-up (m)
Fixed-line connections 19.2 19.1 19.1 19.2
Mobile subscriptions 13.3 14.9 16.9 18.7
Broadband connections 4.5 5.4 6.4 7.5

Penetration (%)
Fixed-line (individuals) 60% 60% 59% 59%
Mobile (individuals) 42% 46% 52% 57%
Broadband (households) 37% 44% 51% 58%  
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Largest telecoms operators, Q4 2006 
Fixed-line Bell Canada 

Telus 
Rogers 

12.1 lines 
2.9 lines 
0.7 residential customers 

Mobile Rogers Wireless 
Bell Mobility 
Telus Mobility 

6.8 subscriptions 
5.9 subscriptions 
5.1 subscriptions 

Broadband Bell Canada 
Rogers 
Telus 

2.5 connections 
1.3 connections 
0.9 connections 

Broadcasting market data 

2003 2004 2005 2006
TV revenues (£m)

Subscription 599 637 679 756
Public funding 379 372 379 406
Advertising 1,354 1,419 1,443 1,552
Total 2,452 2,553 2,635 2,840

Radio revenues (£m)
Subscription 0 0 0 12
Public funding 160 160 160 166
Advertising 560 579 627 678
Total 720 739 787 856

TV take-up (m)
TV homes (m) n/a n/a 12,354 12,555
Multichannel homes (m) n/a n/a 10,665 11,001
Digital TV homes (m) n/a n/a 4,704 5,373

Penetration in TV homes (%)
Multichannel homes (m) n/a n/a 85% 86%
Digital TV homes (m) n/a n/a 37% 42%  

 
Major channels’/stations’ audience share 
Data unavailable. 

Recent market activity 
The number of fixed-lines in Canada continues to grow, but at a slow rate. The fixed-line 
market is dominated by incumbent operators but the introduction of VoIP by cable operators 
and increased fixed-to-mobile substitution has reduced their market share. Broadband 
availability is high at over 90% and take-up is being driven by an increasing number of 
bundled offerings and lower pricing. 

Backed by the government, the regulator has focused on promoting competition in the 
provision of local fixed-line services by de-regulating the market. At the end of 2006 the 
Minister for Industry replaced the 75% market share test for forbearance with the required 
presence of facilities-based competition.  

Penetration of mobile services and use of mobile data is currently the lowest among the 12 
comparator countries covered in this report. Growth in the number of mobile users has 
slowed although revenue is increasing at a faster rate due to increased mobile voice use. 

Mobile operators are continuing to extend coverage of 3G services and upgrade their 
networks to provide faster data speeds and promote greater take-up of mobile data services. 
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Wireless number portability was introduced in March 2007 in areas where wireline portability 
already exists. 

The proposed buyout of Bell Canada Enterprises (owner of Bell Canada), led by the Ontario 
Teachers’ Pension Plan and two US investors, is still subject to regulatory approval. 
Hearings will be held in early 2008.  

In August 2007 CanWest, one of Canada’s largest international media companies, and 
Goldman Sachs acquired the remaining shares in Alliance Atlantis for £1.07bn, a company 
that specialises in broadcasting, production and motion picture distribution. This acquisition 
is also subject to regulatory approval. A public hearing is being conducted in the fourth 
quarter of 2007. 

In the same month, CanWest also took control of TEN, which held a majority share in the 
Ten Television Network through its ownership of TGL. These acquisitions add to CanWest’s 
assets, which include an array of newspaper titles, television networks and radio companies 
in Canada, the US, Australia, New Zealand and the UK. 
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Japan 
Basic country data, 2006 
Size (Sq Km) 374,744 
Population (m) 127.2 
Households (m) 47.7 
GDP (£bn) 2,373 
GDP per capita (£) 18,581 

Communications legislation and regulatory environment 
The telecoms and broadcasting markets are regulated by various divisions within the 
Ministry of Internal Affairs and Communications (MIC). The Ministry of Finance and the 
Ministry of Economy, Trade and Industry also have some jurisdiction over telecoms 
operators. The responsible competition authority is the Fair Trade Commission. 

The former state-owned incumbent telecoms operator, NTT, was privatised in 1985, and is 
the current holding company of several telecoms companies that were formerly part of its 
business. Post privatisation, the Japanese Government has enacted an NTT Law, which 
states that at least one-third of the total equity of NTT shall be owned by the Japanese 
government, and that foreign ownership in NTT may not exceed 33.3%.  

In the broadcasting sector, there are foreign ownership restrictions on terrestrial and satellite 
platform operators, although there are no such restrictions on cable television broadcasters. 
Cross-ownership of media companies is limited with the intention of preventing concentration 
of media control and securing diversity of speech and expression.  

Telecoms market data 
2003 2004 2005 2006

Revenues (£m)
Fixed-line 19,449 18,370 17,874 17,236
Mobile 33,785 33,415 33,207 33,828
Internet 1,749 2,710 3,546 4,284
Total 54,982 54,496 54,627 55,348

Take-up (m)
Fixed-line connections 70.7 69.6 67.4 67.0
Mobile subscriptions 79.8 85.5 90.2 94.9
Broadband connections 13.6 18.6 22.4 25.8

Penetration (%)
Fixed-line (individuals) 56% 55% 53% 53%
Mobile (individuals) 63% 67% 71% 75%
Broadband (households) 29% 40% 47% 54%  
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Largest telecoms operators, Q4 2006 
 
Fixed-line NTT 

Softbank 
KDDI 
 

44.3m lines 
1.2m lines (Otoku Line service)* 
1.8m lines (metal plus service) 

Mobile NTT DoCoMo 
KDDI 
Softbank 

52.2m subscriptions 
26.7m subscriptions 
15.5m subscriptions 

Broadband Yahoo! Japan 
NTT East 
NTT West 

5.2m connections 
5.9m connections 
5.0m connections 

* March 2007 

Broadcasting market data 
2003 2004 2005 2006

TV revenues (£m)
Subscription 4,426 5,026 5,657 5,732
Public funding 3,340 3,351 3,301 3,367
Advertising 9,691 9,779 10,020 9,421
Total 17,457 18,156 18,978 18,520

Radio revenues (£m)
Subscription 0 0 0 0
Public funding 982 998 1,014 1,063
Advertising 903 896 887 824
Total 1,885 1,894 1,900 1,887

TV take-up (m)
TV homes (m) 47.9 48.0 48.0 48.1
Multichannel homes (m) 33.3 38.4 41.5 45.1
Digital TV homes (m) 12.2 18.5 24.8 32.1

Penetration in TV homes (%)
Multichannel homes 72% 82% 88% 95%
Digital TV homes 26% 39% 53% 67%  

 

Major channels’ audience share, Q4 2006 
TV Fuji TV 

NTV 
TV Asahi 

18.5% 
19.41% 
16.5% 

Recent market activity 
Traditional fixed-line connections continue to fall in number as VoIP, mobile and other 
communication methods increase in popularity. Incumbent operator NTT is defending market 
share by offering competing VoIP services but there is increasing competition from 
alternative players offering integrated communication services. 

The number of DSL connections is declining, now accounting for approximately half of all 
broadband connections. Penetration of fibre to the home is increasing and is now a 
contributor to the overall growth of broadband penetration. 

3G subscribers at the end of 2006 accounted for over 50% of the total mobile subscriber 
base in Japan. NTT DoCoMo has lost market share to KDDI and, more recently, Softbank. 
The introduction of number portability in October 2006 fuelled further competition; Softbank 
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cut its monthly tariffs and the introduction of flat-rate voice and data tariffs is having a 
negative effect on ARPU. The launch of new services such as mobile TV and m-commerce 
services are intended to halt this decline. 

Following the recommendation from the Ministry of Communications that operators should 
stop subsidising the price of new handsets, all three mobile operators have announced plans 
to introduce lower monthly tariffs for those purchasing handsets at a higher price.  

Japan's public service broadcaster, NHK, has suffered revenue reductions since 2004 amid 
increasing levels of non-payment of its voluntary public licence fee. The operator has 
since established new management with a view to potentially reducing the licence fee in 
return for the abolition of its door-to-door licence fee collection. 
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Annex A:  Basic data used in the report  
A.1 Financial years 

Calendar year for all countries except Japan  

A.2 Exchange rates 

Source: IMF 

Basis: Average during 2006 
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A.3 Population figures 

Source: US Census bureau 

Basis: Mid-year figures 
 

A.4 Households 

Source: IMF 

Basis: Mid-year figures 

Note: for households, Multiple Dwelling Units (MDUs) are not explicitly considered. One 
subscriber or one telco line equates to one person or household, or one SIM card to one 
person in case of mobiles. 
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Annex B:  International price 
benchmarking 
 

B.1 Introduction and objectives 

Based on the approach adopted for the 2006 International Communications Market Report, 
we have developed and refined our methodology with the aim of finding the best possible 
approach to identifying and comparing the pricing of communications services between 
countries. We have applied the methodology to a limited set of tariffs from major operators in 
the UK, France, Germany, Italy and the US. 

The key objectives were as follows: 

• to identify and compare the pricing that is available for consumers buying fixed-line 
voice services, pre-pay and post-pay mobile services, broadband and pay-TV 
services; 

• to identify and compare the pricing that is available by purchasing communications 
services within ‘bundled’ tariffs (for example, ‘triple-play’ services which typically offer 
a single bill for the delivery of fixed-line voice, broadband and television services); 

• to compare pricing across a wide range of usage scenarios for communications 
services, from those with basic needs to those with sophisticated consumption; 

• to incorporate the cost of hardware such as set-top boxes or mobile handsets in 
order to reflect the real prices that consumers pay, and to compare like-with-like by 
allowing for equipment subsidies when they are included within propositions from 
service providers; and 

• to represent average or typical use as accurately as possible across the five 
countries in order to avoid biases associated with comparing pricing based on usage 
characteristics that are more typical of one country than another. 

Although the methodology this year presents an evolution of the approach used last year the 
intention remains to refine this methodology further. 

B.2 Overview of methodology 

Our methodology is basket-based, comparing the pricing of communications services 
available to five ‘typical’ households across the five comparator countries. The basic 
principles are as follows: 

• We constructed five ’typical’ household types, which collectively may be seen as 
representative of the average population across our comparator countries. 

• We defined a basket of communications services (fixed-line voice, broadband, pre-
pay and post-pay mobile, and television) appropriate to each household type, 
breaking down the baskets into as much detail as practical (for example, mobile calls 
are broken down into calls to national fixed lines, calls to off-net mobiles, calls to on-
net mobiles and international calls). 
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• The composition of the baskets was adjusted to ensure that, collectively, they were 
broadly in line with average per-household use across our comparator countries. 

• We then examined tariffs from the three largest providers within each country for 
each type of communications service and identified the tariff from each provider 
which offered the lowest price (based on tariffs available in October 2007) for the 
defined basket. 

• In addition, we examined ‘bundled’ tariffs (services which offer a single contractual 
relationship for the delivery of multiple services), and identified where our households 
could get better value by subscribing to the bundled tariff. 

• We also considered the costs of connection and hardware (equipment) that would be 
incurred by households.  

• All sales taxes and surcharges have also been included, in order to reflect the prices 
that consumers actually pay (although we do not account for differences in other 
areas of personal taxation policy within each country). 

• All prices have been converted back to UK currency, using a Purchasing Power 
Parity (PPP) adjustment based on OECD comparative price levels in August 2007 
(the latest period for which data were available). 

• In order to provide both an illustration of representative prices for the individual 
services in each country, and an illustration of the best value that consumers could 
get for their full ‘basket’ of services, we have provided two types of analysis for each 
basket: 

i) the first, which we call ‘average single service’ pricing, illustrates the price of 
each individual service as defined by the average of the lowest price tariff 
from each of the three largest operators for each service in each country, 
weighted by the market share of the service provider in order to ensure fair 
representation; and 
 

ii) the second, which we call ‘best offer’ pricing, identifies the lowest price a 
consumer could pay for this basket of services, including, where appropriate, 
by purchasing ‘bundled’ services.  

 
B.3 Geographic scope 

Pricing comparisons are made between five countries – the UK, France, Germany, Italy and 
the United States. These countries have broadly similar socio-demographic, economic and 
communications-usage characteristics; high-level parameters such as population per 
household and comparative price levels (which is a proxy for cost of living) suggest that an 
economically fair comparison can be made. 
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Figure B.1 Demographic characteristics of core countries 
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Source: OECD / IMF / US census bureau 
 
B.4 Household types 

For this study we make reference to five hypothetical ‘typical’ households, and have defined 
their requirements for communications services. These household types are designed to be 
collectively broadly representative of the overall population of the five countries; however, in 
order to provide comparison across the full range, from very basic to advanced 
communications-service users, we have created significant variation in the contents of the 
baskets of communications services. 

Household 1 - Two adults, low income and retired 

Household 1 is a retired low-income couple. They have significantly below-average 
disposable income and very little is available for spend on communications services. They 
are not confident technology users and have only a fixed telephone line which they use for 
all calls. They watch free-to-view digital terrestrial television. 
 
 Services and usage profile: 
- below average call minutes from the home  
- no mobile  
- TV licence 

Equipment requirements: 
- one standard TV set 
- one set-top box for digital terrestrial television 

Household 2 - Two adults, early retired, late adopters of technology 

Household 2 consists of a younger retired couple, who are slowly embracing new 
communications technologies and have a slightly below-average disposable income to 
spend on communications services. In addition to a fixed-line phone, they have one pre-pay 
mobile between them and a basic broadband connection. They are not technology ‘savvy’, 
and do not require top-end equipment or frequent equipment upgrades. 

Services and usage profile: 
- average call minutes from the home 
- one basic pre-pay mobile phone 
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- subscribe to a basic broadband internet access package 
- TV licence 

Equipment requirements:  
- one standard set-top box 
- one free-to-view DTV decoder 
- one standard PC 

Household 3 - One young adult, mobile-only  

Household 3 is a young professional with an above-average income to spend on 
communications services. He or she has no fixed line in their home, so uses a mobile phone 
for all voice as well as internet browsing. He/she subscribes to entry-level pay-TV in order to 
get additional entertainment channels. This individual is technology ‘savvy’ and has high-
specification equipment. 

Services and usage profile: 
- above-average overall call minutes but only from mobile  
- a premium post-pay mobile package with above-average call minutes from mobile to 
national, on-network, off-network and international, some SMS and MMS messages 
- uses mobile to access the internet (mobile data)  
- subscribes to basic pay-TV package  
- TV licence 

Equipment requirements: 
- one premium post-pay mobile handset 
- one premium flat-screen TV 
- One free-to-view DTV decoder 

Household 4: Two adults, two teenagers, networked family  

Household 4 consists of two adults and two teenagers with a slightly above average 
disposable income to spend on communications services. They are technology ‘savvy’, but 
are cost-conscious and use fixed-line for voice within the home. They subscribe to high-
speed internet access and own a mix of high-specification and basic equipment. 

Services and usage profile: 
- Significantly above-average call minutes from the home 
- two adults on a standard mobile contract with average call minutes from mobile to national, 
on-network, off-network and international destinations 
- two children with pre-pay mobiles with below-average call minutes and above-average 
messaging 
- subscribe to basic pay-TV package 
- subscribe to high-speed internet access package 
- TV licence 

Equipment requirements:  
- one standard mobile handset on contract 
- one premium mobile handset on contract 
- two standard pre-pay mobile handsets 
- one standard set-top box 
- three standard TV sets 
- one premium TV set 
- one free-to-view DTV decoder 
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- one laptop PC 
- one premium PC 

Household 5 - Two adults, professional, no children, networked couple  

Household 5 is a young couple with no children and significantly above-average disposable 
income to spend on communications services. The adults are technology ‘savvy’, and 
subscribe to a premium pay-TV package in order to receive the best package of live top-tier 
football (or NFL in the US) and first-run movies from Hollywood studios. They have high-
specification equipment. 

Services and usage profile: 
- above-average call minutes from the home, with significantly above-average international 
calls  
- two post-pay mobile contracts with significantly above-average call minutes from mobile to 
national and international networks 
- subscribe to premium pay-TV package with the best football (or NFL) and films package, 
plus a DVR service (digital video recorder; also know as personal video recorder (PVR) or 
digital television recorder (DTR)) 
- subscribe to high-speed internet package  
- TV licence 

Equipment requirements:  
- two high-end mobile handsets  
- one standard TV set 
- one high end TV set  
- one free-to-view DTV decoder 
- one personal video recorder (DVR) 
- one premium PC  
- one laptop PC  

B.5 Constituents of the price of baskets of communications services 

The communications services requirements for each household were broken down into as 
much detail as was practical, in order to identify prices for the following: 

Fixed-line voice: 
Services 
 Voice calls in home to national destinations (minutes) ـ
 Voice calls in home to local destinations (minutes) ـ
 Voice calls in home to international destinations (minutes) ـ
 Voice calls in home to mobile destinations (minutes) ـ
  All voice calls were defined as lasting for three minutes ـ
 
Mobile phone: 
Equipment/installation: 
 Type of premium contract handset ـ
 Installation/connection charges for premium mobile ـ
 Type of standard contract handset ـ
 Connection charges for standard mobile ـ
  Pre-pay package (terminal, connection charges) ـ
 
Services (varies by terminal)  
  Line rental contract for mobile ـ
 On-net voice calls from mobile (minutes) ـ
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 Off-net voice calls from mobile (minutes) ـ
 Voice calls from mobile to national fixed/mobile (minutes) ـ
 Voice calls from mobile to international fixed/mobile (minutes) ـ
 SMS messages from mobile ـ
 MMS messages from mobile ـ
 Data downloaded from internet on mobile ـ
  All voice calls were defined as lasting three minutes ـ
 
Television: 
Equipment/installation: 
 Standard TV set ـ
 Premium TV set ـ
 Free-to-view DTV decoder ـ
 Type of standard set-top box ـ
 Type of premium set-top box ـ
 Installation/connection charges for set-top box ـ
 
Services 
 Pay-TV (standard package) ـ
 Pay-TV (premium package) ـ
 TV licence fee ـ
 
Internet: 
Equipment/installation 
 No of basic PCs ـ
 No of premium PCs ـ
 No of laptop PCs ـ
 Installation/connection charges for broadband ـ
 
Services 
 Broadband (standard) ـ
 Broadband (premium) ـ
 
B.6 Basket composition 

The details of each household basket are provided in the write-up of the findings. 

Figure B.2 summarises usage across all of the baskets, together with how these can be 
extrapolated to represent average use across the whole of the population of our comparator 
countries. (It should be noted that for practical reasons we restricted our analysis to five 
baskets. Each household has been weighted according to the approximate share of the 
population that it represents across the comparator countries, and scaled up so that the 
whole of the population is represented. As such we can provide an approximation of 
‘average’ use, but its accuracy is limited by the restriction of the study to five household 
types.)  
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Figure B.2 Summary of basket contents 
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Source: IDATE (assumptions based on data from operators and regulators) 
 
Figure B.3 details average use of communications services across the five comparator 
countries. There is significant variation, which must be taken into account when analysing 
any of the individual baskets. However, in terms of average use, our household baskets 
collectively are broadly in line with average use across the comparator countries. 

Note that we have not sought to make our baskets an exact reflection of overall average 
use, because we have limited our analysis to five baskets and have aimed to look at a wide 
range of household types (from basic to sophisticated) within these five baskets.  
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Figure B.3 Average use of communications services across comparator countries 
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Source: IDATE / European Commission 
Notes:  
All data is for 2006 
1 Fixed-only and mobile-only households data sourced from European Commission, Special Barometer 274 
(April 2006), based on fieldwork in November-December 2006 
2 Access lines includes both business and residential (separate data are not available) 
3 Mobile minutes and SMS includes business use (separate data not available) 
4 Broadband connections includes some SME connections (separate data are not available) 
 
B.7 Tariff data 

For practical reasons, tariff data were collected from the three leading operators by market 
share in each of the countries, correct as of October 2007.We believe that using the prices 
of the largest operators is appropriate, both because they are the best reflection of the 
general consumer experience and because they are in large part defined by the competitive 
environment in which they operate. 

Tariff data were collected for each service on a standalone basis (i.e. fixed-line voice, 
broadband, mobile and pay-TV). We then also identified ‘bundled’ tariffs that were available 
(i.e. when more than one service is available as a package from one provider, such as 
‘triple-play’ offers which combine fixed-line voice, broadband and television), and identified 
those instances where households could achieve a lower price for part or all of the basket of 
services by purchasing a bundle in place of single services. 

B.8 Equipment and connection costs 

As part of our basket compositions, we have included connection fees and equipment costs. 
Connection fees have been included within overall service costs, because they represent 
part of the total price paid to the provider of the communications service. Equipment costs 
have been detailed separately, with the exception of mobile handsets, which are typically 
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purchased in association with a post-pay or a pre-pay connection and are sometimes 
subsidised by the operator, and therefore cannot be separated from the overall service cost. 

We have amortised the price of equipment in a straight line as follows: 

• mobile handset prices are amortised over 24 months (the longest length of any of our 
mobile contracts); and 

• PCs, television sets and audio-visual equipment are amortised over 60 months 

We have used the same specification of equipment in all countries, and the same brand and 
model wherever possible. When equipment is purchased separately from the service we 
have used the lowest price available on a leading price comparison web site which operates 
in all five countries. 

B.9 Purchasing power parity adjustment 

All prices have been converted back to UK currency, using a Purchasing Power Parity (PPP) 
adjustment based on OECD comparative price levels in August 2007 (the latest period for 
which data were available), and the IMF average exchange rate for August 2007. 
Comparative price levels represent the number of specified monetary units necessary to buy 
the same representative basket of consumer goods and services, relative to any specified 
country (in this case, the UK), and enable a comparison of relative consumer pricing for any 
product or service. 

Figure B.4 Purchasing Power Parity conversion rates 
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price levelLocal / GDPLocal currency
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Source: IMF / OECD 
Notes: Exchange rate is average during August 2007 (IMF); Comparative price level is for August 2007 (OECD) 
 
B.10 Analysis 

Having identified the lowest prices for each single service from each of the three largest 
operators in each country, and the lowest-price ‘bundled’ services appropriate to meet the 
needs of all, or part of, each basket, we performed two types of analysis, which are detailed 
in the write-up of the findings: 

i) The ‘average single service’ pricing available for each of the components in every 
basket (fixed-line voice, broadband, post-pay mobile, pre-pay mobile, pay-TV). This 
was calculated as the average of the lowest price tariffs from each of the three 
largest operators for each service in each country, weighted by the market share of 
the service provider in order to ensure fair representation. 

 
ii) The ‘best offer’ pricing available for the overall basket. This identifies the lowest price 

that a consumer could pay for this basket of services, including, where appropriate, 
by purchasing ‘bundled’ services. This was calculated by identifying the lowest price 
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from any tariff for each component of every basket, together with the lowest-price 
bundled services suitable for the basket, and identifying the overall lowest price 
available.  

 
We believe both types of analysis are important for providing an overall understanding of 
comparative pricing. 

Single-service pricing provides a useful comparison of the relative costs of communications 
services, and, because it is an average weighted by market share, it also provides a good 
indication of the prices that many consumers are actually paying. However, an important 
limitation is that single-service offers are sometimes not available from leading suppliers. For 
example, in the UK, Carphone Warehouse only offers broadband together with fixed voice, 
while BSkyB only offers broadband together with television. 

We believe the inclusion of ‘bundles’ within ‘best offer’ pricing is also essential to understand 
the pricing of communications services, which are increasingly being delivered as multi-
service propositions. (Examples in the UK include the ‘free’ broadband offer with TalkTalk’s 
voice service, or Sky’s See, Surf, Talk ‘triple-play’ offer which provides TV, voice and 
broadband, or Virgin’s ‘quad-play’ offer which includes TV, voice, broadband and mobile.) 
However, a limitation is that ‘bundled’ service offerings are typically not available to all 
consumers, as they are generally geographically constrained to areas where premises are 
connected either to a cable network or to an unbundled telephone exchange. And although 
focusing on the ‘best offer’ provides insight to the lowest prices available to some customers, 
it is not as good a reflection of the prices that consumers are actually paying as the weighted 
average analysis which is possible when looking at single-service pricing.  
 
B.11 Limitations  

As already noted, this benchmarking methodology and output is intended to build on the 
approach used in last year’s International Communications Market Report, and we intend to 
continue to develop and improve it further. We welcome feedback at: 
marketintelligence@ofcom.org.uk  

We highlight the following limitations to the analysis: 

• In looking only at tariffs offered by the three largest operators in each country, lower 
prices which might be available from smaller operators seeking to disrupt markets 
are not included, purely for practical reasons. Nevertheless, we believe that using the 
prices of the largest operators is appropriate, both because they are the best 
reflection of the general consumer experience and because they are in large part 
defined by the competitive environment in which they operate. 

• The analysis assumes a wholly rational consumer who has a full understanding of his 
or her usage requirements and is prepared to shop around and undertake some 
often quite complex calculations to identify the tariffs which offer the best value. 
Clearly, in the real world many consumers do not act in this way, but we believe the 
assumption is necessary in order to provide meaningful international comparisons. 

• In order to calculate the weighted average, we have used market share calculations 
based on operators’ retail customers, where available, and based on wholesale 
customers where not. It should be noted that market share calculations are based on 
the overall subscriber base, not the subscriber base for the particular tariff. 

• Tariffs are often highly complicated and sometimes have components that we have 
been unable to incorporate into our model. Three examples from the UK are: 
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o fixed-line voice tariffs available from the UK’s three largest operators which 
offer a ‘flat rate’ for national calls of up to one hour in duration – our model 
has all calls at three minutes in duration, so the benefit from making longer 
calls is not included;  

o a pre-pay mobile tariff which includes much-reduced rates after the first 
three minutes of use every day – our model assumes use is distributed 
evenly throughout the month; and 

o fixed-line and mobile tariffs which include free or reduced call rates to 
nominated ‘friends and family’ numbers – our model does not include any 
discounts for these types of tariffs.  

• Pay-TV services constitute a component of three of the baskets we examine. 
However, it has not been possible to compare like-for-like subscriptions because of 
differences in the composition of basic and premium channel bundles across the five 
countries. As a consequence, quantitative comparison of international TV pricing is 
arguably less meaningful than for telecoms services. This issue is also present in the 
pricing of triple-play (voice, broadband and TV bundles), where there is large 
variation in TV content across our comparator countries. 

• For some communications services in some countries there are only two operators 
with nationwide coverage and/or significant market share. In these instances, we 
have identified the best-value tariff from each of them and calculated a blended 
average based on their market shares. 

• Some services are not available nation-wide. This is particularly true of IPTV 
services, but is also true for cable TV and broadband.  

• A number of inclusive minutes and messages are typically bundled within phone 
tariffs. We assume that consumers use their allocation of inclusive services in the 
most cost-effective manner. 

• In order to provide like-for-like comparison we have defined the mobile components 
within baskets as either post-pay or pre-pay. However, a consequence of this is that 
differences in the characteristics of the national markets are not captured within the 
model. For example, the UK fixed-line market is characterised by segmentation 
strategies where the leading operators do not generally offer post-pay contracts at 
less than £20 a month, and a large number of minutes are typically bundled with 
contract connections. (Data from GfK indicate that over 70% of UK mobile contracts 
included 300 or more minutes in the first half of 2007). Therefore, the low usage 
pattern of post-pay subscribers in Basket 4 and Basket 5 would potentially be better 
served by a pre-pay contract. 

• We have placed no limitation on the length of the contracts. As longer contracts 
typically provide better value, they are over-represented in this analysis. For 
example, of the 30 post-pay mobile tariffs which are used in the analysis, 28 of the 
contracts last for 24 months. 

• In defining mobile baskets only in terms of outbound calls, we are excluding a 
characteristic of the US market, where mobile customers are typically charged for 
inbound calls (as a result of a different interconnection charging model in the US 
whereby the network receiving a call pays a termination rate). This makes like-for-like 
comparison of mobile and fixed-line voice prices problematic, as calls to mobile from 
fixed are typically set at a low or all-inclusive price (again, as a result of the US 
interconnection model). 
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Annex C:  International online survey 
methodology 
This research was conducted in October 2007 by Synovate for Ofcom. The survey was 
conducted using CAWI (Computer Assisted Web Interviewing) across seven countries: the 
UK, France, Germany, US, Italy, Japan and Canada. Sample sizes were around 1000 adults 
in each country, designed, and where necessary weighted, to reflect national profiles of 
internet customers in terms of gender and age.  

All respondents were internet users at home and therefore this data is not representative of 
each country’s population, and does not provide data on market penetration. Rather, it 
provides an illustration of comparative levels of use across markets amongst internet users. 
Given that the samples are all internet users at home, countries with low internet penetration 
will present inflated usage figures overall, as these adults are likely to be high end users and 
early adopters.  

The table below shows sample size and spread for each country.  

Country Respondents Broadband 
users

Male Female 18-24 25-44 45-64

UK 1000 972 51 49 14 48 37
France 1001 892 51 49 19 54 27
Germany 1001 908 56 44 20 52 28
US 1002 914 51 49 14 50 36
Italy 1004 860 51 49 19 54 27
Japan 1002 860 54 46 22 54 23
Canada 1000 955 51 49 14 50 36

Gender % Age %Base
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Glossary 
1G First Generation Cellular Mobile Wireless. The first generation of cellular wireless was 
based on analogue technology. The systems were designed only to carry voice services. 

2G Second generation of mobile telephony systems. Uses digital transmission to support 
voice, low-speed data communications, and short messaging services. 

2.5G In mobile telephony, 2.5G protocols extend 2G systems to provide additional features 
such as packet-switched connections (GPRS) and higher-speed data communications. 

3G Third generation of mobile systems. Provides high-speed data transmission and supports 
multimedia applications such as full-motion video, video-conferencing and internet access, 
alongside conventional voice services. 

3.5G Refers to evolutionary upgrades to 3G services starting in 2005-2006 that provide 
significantly enhanced performance. High Speed Downlink Packet Access is widely 
expected to become the most popular 3.5G technology (see HSDPA). 

3GPP Third Generation Partnership Project. The 3GPP was formed in December 1998 as a 
collaboration agreement bringing together a number of telecommunication standards bodies, 
referred to as Organizational Partners. The original aim of the 3GPP was to produce globally 
applicable technical specifications for third-generation mobile systems based on evolved 
GSM core networks and the radio access technology UTRA (Universal Terrestrial Radio 
Access).  

3G LTE Aims to achieve an upgraded version of 3G W-CDMA services having up to 100 
Mbps downlink speeds and 50 Mbps uplink speeds. The target for completing the first stage 
of the development was 2007, with service offerings perhaps by 2009. 

4G Fourth-Generation Cellular Mobile Wireless. 4G technologies are still in the early 
research stage and no consistent industry definition exists yet. NTT DoCoMo in Japan are 
one of the leading companies in driving 4G. Technologies such as VSF (Variable Spreading 
Factor), OFCDM (Orthogonal Frequency and Code Division Multiplexing) and VSF CDMA 
(Code Division Multiple Access) are being proposed, along with a target data rate of over 
100 Mbps for downlink and 20 Mbps uplink. 4G is likely to include MIMO technologies (see 
MIMO). It is likely to be well into the next decade before the technology is commercially 
deployed. 

Access network Electronic Communications Network which connects end-users to a 
service provider; running from the end-user’s premise to a Local Access Node and 
supporting the provision of access based services. It is sometimes referred to as the local 
loop or last mile. 

ADSL Asymmetric Digital Subscriber Line. A digital technology that allows the use of a 
standard telephone line to provide high speed data communications. Allows higher speeds in 
one direction (towards the customer) than the other. 

ADSL1 The first generation of ADSL, capable of data speeds of up to 8Mbit/s towards the 
customer and up to 640kbit/s from the customer. 
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ADSL2/ADSL2+ Improved versions of ADSL, offering high speeds, especially on shorter 
telephone lines. In the case of ADSL2+, up to 24Mb/s can be delivered towards the 
customer. 

AM Amplitude Modulation. Type of modulation produced by varying the strength of a radio 
signal. This type of modulation is used by broadcasters in three frequency bands: medium 
frequency (MF, also known as medium wave: MW); low frequency (LF, also known as long 
wave: LW), and high frequency (HF, also known as short wave: SW). The term AM is often 
used to refer to the medium frequency band (see MF below).  

ATT Analogue Terrestrial Television. The television broadcast standard that all television 
industries launched with. Most countries in this study are planning to phase out ATT in the 
next ten years. 

Bit-rate The rate at which digital information is carried within a specified communication 
channel. 

Bitstream A wholesale service providing conveyance of data traffic from an end user’s 
premise to a point of interconnection made available by the incumbent to a competitive 
provider. 

Bluetooth Wireless standard for short-range radio communications between a variety of 
devices such as PCs, headsets, printers, mobile phones, and PDAs. 

Broadband A service or connection generally defined as being ‘always on’ and providing a 
bandwidth greater than narrowband. 

CAGR Compound Annual Growth Rate. The average annual growth rate over a specified 
period of time. It is used to indicate the investment yield at the end of a specified period of 
time. The mathematical formula used to calculate CAGR = (present value/base value) (1/#of 
years) – 1 

CDMA Code Division Multiple Access. The basis for the primary 2G technology; and the 
later evolution of mobile technology in the US and related markets. A technology that allows 
a band of spectrum to be shared by multiple concurrent users. Rather than subdividing the 
spectrum (FDMA) or determining use on a round robin basis (TDMA), unique codes are 
used to differentiate subscribers so they can simultaneously use the same spectrum. 

Contention ratio An indication of the number of customers who share the capacity available 
in an ISP’s broadband network. Figures of 50:1 for residential broadband connections and 
20:1 for business are typical). 

Co-regulation The sharing of regulation between a statutory body (e.g. Ofcom) and its 
licensees.  

CPS Carrier Pre-selection. The facility offered to customers which allows them to opt for 
certain defined classes of call to be carried by an operator that has been selected in 
advance and has a contract with the customer. CPS does not require the customer to dial a 
routing prefix or use a dialler box.  

DAB Digital Audio Broadcasting. A set of internationally accepted standards for the 
technology by which terrestrial Digital Radio multiplex services are broadcast in the UK. 

Data packet In networking, the smallest unit of information transmitted as a discrete entity 
from one node on the network to another. 
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Digital dividend The spectrum that will be released by the switch to all-digital television. 

Digital switchover The process of switching over the current analogue television 
broadcasting system to digital, as well as ensuring that people have adapted or upgraded 
their televisions and recording equipment to receive digital TV. 

DMB Digital Mobile Broadcasting. A variant of the DAB digital radio standard for mobile TV 
services, and an alternative to DVB-H (see DVB, below). 

Downlink speed Also downlink or download. Rate of data transmission from a network 
operator’s access node to a customer, typically measured in Megabits per second.  

DSL Digital Subscriber Line. A family of technologies generally referred to as DSL, or xDSL, 
capable of transforming ordinary phone lines (also known as 'twisted copper pairs') into high-
speed digital lines, capable of supporting advanced services such as fast Internet access 
and video-on-demand. ADSL, HDSL (High data rate Digital Subscriber Line) and VDSL 
(Very high data rate Digital Subscriber Line) are all variants of xDSL).  

DTR See DVR 

DTT Digital Terrestrial Television, currently most commonly delivered through the Freeview 
service. 

DVB Digital Video Broadcasting. A set of internationally accepted open standards for digital 
broadcasting, including standards for distribution by satellite, cable, radio and handheld 
devices (the latter known as DVB-H). 

DVD Digital Versatile Disc. A high capacity CD-size disc for carrying audio-visual content. 
Initially available read-only, but recordable formats are now available. 

DVR Digital Video Recorder (also known as Personal Video Recorder and Digital Television 
Recorder). A digital TV set-top box including a hard disc drive which allows the user to 
record, pause and rewind live TV. 

EDGE Enhanced Data Rates for GSM Evolution: An extension to GSM/GPRS standards that 
can support data rates in excess of 200Kbit/s. EDGE is a relatively inexpensive way for GSM 
operators to provide data services without rolling out a UMTS network. Recently developed 
EDGE – Evolution allows data rates of up to 1Mbit/s. 

Ex ante regulation Regulation to address behaviour before it happens. 

Fibre-to-the-cabinet Access network consisting of optical fibre extending from the access 
node to the street cabinet. The street cabinet is usually located only a few hundred metres 
from the subscriber premises. The remaining segment of the access network from the 
cabinet to the customer is usually a copper pair but could use another technology, such as 
wireless.  

Fibre-to-the-home A form of fibre optic communication delivery in which the optical signal 
reaches the end user's living or office space. 

Fibre-to-the-building A form of fibre-optic communication delivery in which an optical fibre 
is run directly onto the customers' premises. 
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FM Frequency Modulation. Type of modulation produced by varying the frequency of a radio 
carrier in response to the signal to be transmitted. This is the type of modulation used by 
broadcasters in part of the VHF (Very High Frequency) band, known as VHF Band 2. 

GDP Gross Domestic Product. 

GPS The GPS (Global Positioning System) is a ‘constellation’ of 24 well-spaced satellites 
that orbit the Earth and make it possible for people with ground receivers to pinpoint their 
geographic location. 

GSM Global Standard for Mobile Telephony, the standard used for 2G mobile systems. 

HD Radio Hybrid Digital Radio. A radio standard developed in the US for terrestrial 
broadcasters, offering high-quality audio. 

HDTV High-Definition Television. A technology that provides viewers with better quality, 
high-resolution pictures. 

Headline connection speed The theoretical maximum data speed that can be achieved by 
a given broadband. A number of factors, such as the quality and length of the physical line 
from the exchange to the customer, mean that a given customer may not experience this 
headline speed in practice. 

HSDPA High Speed Datalink Packet Access, an evolution of 3G mobile technology, often 
known as 3.5G, which offers higher data speeds. 

HSUPA High Speed Uplink Packet Access – an upgrade to 3G mobile technology that 
allows data to be sent from customer’s devices more quickly.  

Interconnection The linking of one Public Electronic Communications Network to another 
for the purpose of enabling the persons using one of them to be able (a) to communicate 
with users of the other one; (b) to make use of services provided by means of the other one 
(whether by the provider of that network or by another person).  

International roaming A service offered by mobile operators that allows customers to use 
their phone abroad. The home operator has agreements with foreign operators that allows 
customers to make and receive calls, send and pick up text messages, and use some of the 
other mobile services (such as access to voicemail or topping-up credit on pre-pay phones). 
The exact services available and the charges for their use vary between operators. 

Internet A global network of networks, using a common set of standards (e.g. the Internet 
Protocol), accessed by users with a computer via a service provider. 

IP (Internet Protocol) The packet data protocol used for routing and carriage of messages 
across the Internet and similar networks.  

IPTV Internet Protocol Television. Television and/or video signals that are delivered to 
subscribers or viewers using Internet Protocol (IP), the technology that is also used to 
access the Internet. We use the term to mean delivery over a ‘closed intranet’, typically 
operated by ISPs and local-loop unbundlers, rather than over the public internet. IPTV 
services are hosted on servers placed in the exchange, which means they can be delivered 
with assured QoS since the ISP has more control over the network. 

ISDB Integrated Services Digital Broadcasting. A separate broadcasting standard developed 
in Japan. during the early 1980s, which led to the development of the ISDB standard. Japan 
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started terrestrial digital broadcasting using the ISDB-T standard through NHK and 
commercial broadcasting stations on 1 December 2003. 

ISDN Integrated Services Digital Networks. A standard developed to cover a range of voice, 
data, and image services intended to provide end-to-end, simultaneous handling of voice 
and data on a single link and network.  

ISP Internet Service Provider. A company that provides access to the internet.  

ITU International Telecommunication Union. 

LLU (Local Loop Unbundling) LLU is the process whereby incumbent operators (in the UK 
this means BT and Kingston Communications) make their local network (the lines that run 
from customer’s premises to the telephone exchange) available to other communications 
providers. The process requires the competitor to deploy its own equipment in the 
incumbent’s local exchange and to establish a backhaul connection between this equipment 
and its core network. 

Local Loop The access network connection between the customer's premises and the local 
PSTN exchange, usually a loop comprised of two copper wires. 

MMS Multimedia Messaging Service. The next generation of mobile messaging services, 
adding photos, pictures and audio to text messages.  

Mobile termination rate The ‘per minute’ fees that mobile phone companies charge other 
carriers to deliver incoming calls to users on their networks. 

Multichannel In the UK, this refers to the provision or receipt of television services other 
than the main five channels (BBC ONE & TWO, ITV1, Channel 4/S4C, Five) plus local 
analogue services. ‘Multichannel homes’ comprise all those with digital terrestrial TV, 
satellite TV, digital cable or analogue cable, or TV over broadband. Also used as a noun to 
refer to a channel only available on digital platforms (or analogue cable). 

Multiplex A device that sends multiple signals or streams of information on a carrier at the 
same time in the form of a single, complex signal. The separate signals are then recovered 
at the receiving end. 

MVNO An organisation which provides mobile telephony services to its customers, but does 
not have allocation of spectrum or its own wireless network. 

Narrowband A service or connection providing data speeds up to 128kbit/s, such as via an 
analogue telephone line, or via ISDN.  

Next-generation core networks (NGN) Internet Protocol based core networks which can 
support a variety of existing and new services, typically replacing multiple, single service 
legacy networks 

Next-generation access networks (NGA) Broadband access networks that connect the 
end-user to the core network capable of a bandwidth quantity and quality significantly in 
excess of current levels (a benchmark of 20Mbit/s or more is often used).  

OECD Organisation for Economic Cooperation and Development.  

Oftel Office of Telecommunications, whose functions transferred to Ofcom on 29th 
December 2003. 
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PAYG  Pay-as-you-go.  

Pay-per-view A service offering single viewings of a specific film, programme or event, 
provided to consumers for a one-off fee.  

PDA Personal Digital Assistant.  

Peaktime In the UK, the period during which: a radio station broadcasts its breakfast show 
and, on weekdays only, also its afternoon drive-time show; a television station broadcasts its 
early- and mid-evening schedule. Typically used by Ofcom to refer to the period between 
18:00 and 22:30 each day (including weekends).  

Peer to peer distribution The process of directly transferring information, services or 
products between users or devices that operate on the same hierarchical level. 

Podcasting Away for digital audio files to be published on the internet, which can then be 
downloaded onto computers and transferred to portable digital audio players. 

PSB Public Service Broadcasting, or Public Service Broadcaster. The Communications Act 
in the UK defines the PSBs to include the BBC, ITV1, Channel 4, Five and S4C.  

PSTN Public Switched Telephony Network.  

PVR See DVR 

Quad-play Supply of TV, broadband, landline and mobile from a single supplier for a single 
subscription fee. 

Radio Authority The statutory body responsible for the licensing and regulation of non-BBC 
radio services between 1990 and 2003. It was one of the bodies replaced by Ofcom. 

RAJAR Radio Joint Audience Research The pan-industry body which measures radio 
listening. 

Regulatory holiday A commitment by a regulator not to impose regulatory measures on a 
given product or service for a specified period of time.  

Service bundling (or multi-play) A marketing term describing the packaging together of 
different communications services by organisations that traditionally only offered one or two 
of those services.  

Service provider A provider of electronic communications services to third parties whether 
over its own network or otherwise. 

Share (Radio) Proportion of total listener hours, expressed as a percentage, attributable to 
one station within that a defined area. 

Share (TV) Proportion of total TV viewing to a particular channel over a specified time, 
expressed as a percentage of total hours of viewing.  

SIM card (Subscriber Identity Module) A removable smart card used in mobile phones to 
authenticate the mobile subscriber and store data. Each card has a unique number known 
as International Mobile Subscriber Identity (IMSI). 
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Simulcasting The broadcasting of a television or radio programme service on more than 
one transmission technology (e.g. FM and MW, DAB and FM, analogue and digital terrestrial 
television, digital terrestrial and satellite).  

Streaming content Audio or video files sent in compressed form over the internet and 
consumed by the user as they arrive. Streaming is different to downloading, where content is 
saved on the user’s hard disk before the user accesses it. 

Sub-loop unbundling A variant of LLU where a competitive operator takes control of only a 
portion of a customer’s local loop, allowing them to install their equipment closer to the 
customer and potentially offer higher-speed services. In Sub-loop unbundling, the point of 
handover is commonly the Primary Connection Point (PCP) or street cabinet.  

TD-CDMA Time Division Code Division Multiple Access. One of the family of 3G mobile 
technology standards. 

Telecommunications, or 'Telecoms' Conveyance over distance of speech, music and 
other sounds, visual images or signals by electric, magnetic or electro-magnetic means.  

Triple-play Supply of TV, broadband and landline from a single supplier for a single 
subscription fee. 

TVWF Television Without Frontiers. A range of provisions designed to achieve coordination 
of the legal, regulatory and administrative frameworks of European Union member states 
with respect to television broadcasting, adopted by the European Council in 1989 and 
amended in 1997. 

VDSL Very high bit rate DSL. This is currently the fastest version of DSL and can transmit 
very high data rates on short reaches of the local loop.  

VoD Video on Demand A service or technology that enables TV viewers to watch 
programmes or films whenever they choose to, not restricted by a linear schedule. Also Near 
Video on Demand (NVoD), a service based on a linear schedule that is regularly repeated 
on multiple channels, usually at 15-minute intervals, so that viewers are never more than 15 
minutes away from the start of the next transmission. 

VoIP Voice over Internet Protocol. A technology that allows users to send calls using 
Internet Protocol, using either the public Internet or private IP networks.  

WCDMA Wideband Code Division Multiple Access. One of the family of 3G mobile 
technology standards. 

Web 2.0 A perceived second generation of web-based communities and hosted services - 
such as social-networking sites and wikis, which facilitate collaboration and sharing between 
users. 

WiFi hotspot A public location which provides access to the internet using WiFi technology. 

WiMAX A wireless MAN (metropolitan area network) technology, based on the 802.16 
standard. Available for both fixed and mobile data applications.  

Wireless LAN or WiFi (Wireless Fidelity) Short range wireless technologies using any type 
of 802.11 standard such as 802.11b or 802.11a. These technologies allow an over-the-air 
connection between a wireless client and a base station, or between two wireless clients.  
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WLR Wholesale Line Rental A regulatory instrument requiring the operator of local access 
lines to make this service available to competing providers at a wholesale price. 
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