AN INVESTIGATION
INTO THE B2B
MOBILE PROVIDER
‘WILD WEST’

EXECUTIVE
SUMMARY
Small to medium
businesses are the
bedrock of the UK
economy. All of them
need to communicate.
Nearly all of them
need mobile phones to
support this. Yet, only
one in ten get a fair deal
from their providers.
As an intermediary between
businesses and the mobile providers
they procure, we have a unique
viewpoint on how much they’re
spending versus what’s fair. We
consistently see that nine out of
ten significantly overspend on their
mobile bills - hampered by a lack of
transparency in the market.
Among the plethora of Billmonitor
data suggesting an uncompetitive
market, one key aspect also
suggested systematic market
unfairness. Our data indicated
that, among the ‘big three’
providers (EE, Vodafone, O2), one
was surprisingly more expensive
than the competition - our model
suggested the cost difference
between the cheapest and most
expensive provider was 16.3 per
cent for an average SME1 . Implored
to independently verify this finding,

we sent several Freedom of Information (FOI) requests to Ofcom asking
whether its data confirmed differences in average bills between the
‘big three’ providers. After being denied a number of FOI requests, the
regulator eventually confirmed - in February 2018 - that there is a 15 20 per cent cost difference between the cheapest and most expensive
mobile provider for business services.
However, Ofcom refused to confirm the identity of the most expensive
provider. Moreover, it suggested that these significant spend differences
might be attributable to differences in usage, yet did not provide any
evidence to back up this assertion. Ofcom’s assertion seemed statistically
unfounded to us - after all, why would high usage firms flock to one
particular provider, when no such provider offers better deals for
higher users?
To find out which mobile provider was leading this cost surge, we
built our own statistical model - analysing bills from 356 businesses comprising thousands of connections. Importantly, our model accounted
for differences in usage, and strongly suggested Ofcom’s assertion was
indeed unfounded.
With 89.9 per cent confidence - based on the statistical analysis
accounting for differences in usage - we can reveal that EE is the most
expensive of the ‘big three’ providers for business services. We can also
add - with 75 per cent confidence - that O2 is likely to be more expensive
than Vodafone.
Beyond the practices of specific providers, our data reveals a ‘Wild West’
market, where the average SME can save 49 per cent, across mobile
providers. Furthermore, we see that business size also influences the
picture - larger SMEs are being cut the worst deals and can each save, on
average, over £24,000 per year.
In preparing this report, we sought an update from Ofcom on the cost
difference statistic provided earlier this year, based on their most recent
data. We were then told by Ofcom that there were “issues” with their
data - and that the statistic it shared with us “cannot now be considered
reliable”. This is of significant concern to us and only emphasises the lack
of robust oversight from the regulator.
We believe this lack of transparency, industry oversight and legislation
has resulted in a ‘Wild West’ approach from mobile providers, in which a
likely combination of opaque sales tactics and / or stealthy tariff options
has left SMEs out of pocket with no-one to turn to for support.

We call on the Competition and Markets Authority (CMA) to
investigate this failure of competition that Ofcom seems to
show little interest in, as it successfully did for the energy
market whose uncompetitiveness was in fact only half as
costly for SMEs2.
Our report dives deeper into these issues – and provides
industry recommendations as to how the government, the
CMA and mobile providers should work together to deliver a
competitive, transparent and fair landscape for UK businesses.

CHAPTER ONE:

UK SMEs FACE A SEVERELY
UNCOMPETITIVE MOBILE
PROVIDER MARKET, WHILE
OFCOM TURNS A BLIND EYE

Dr Stelios Koundouros, founder and director, Billmonitor

There were 5.7 million private
sector businesses at the start
of 2017 – 99.9 per cent of
which were small to medium
sized, according to latest
figures from the Federation
of Small Businesses (FSB).
Today, these small to medium
enterprises (SMEs) are facing
an era of serious challenges.
With economic growth flat-lining
over the last decade, the cost of
living on the rise and Brexit on
the horizon (to name but a few),
careful business planning
is critical.
For many, status quos are being questioned,
processes are being challenged, and suppliers
are being asked to demonstrate the value
they deliver. Creating cultures of efficiency,
productivity and innovation will be key to
securing growth in this challenging marketplace.
1 The

methodology section explains our statistical model, as supervised by Professor Chris
Holmes (Oxford University)

2 The

telecoms and energy markets are cost comparable (see Appendix “Energy vs.
Communications Expenditure for SMEs”), however the savings regarding energy costs found
by the CMA are only half of the savings possible in mobile bills: In its 2016 investigation, the
CMA found that “SMEs are paying £500 million a year too much for energy” and that “average
prices offered by the ‘big six’ companies were around 14 per cent above the competitive level
in the SME segment”. Our investigation found that the average SME can save 49 per cent on
their mobile bills, resulting in SMEs overpaying by £1bn on their mobile bills.

As part of this process, businesses must ensure
they review the value of all their suppliers.
Following the CMA’s investigation of the energy
market, SMEs are now rightly scrutinising those
suppliers. However, despite SME telecoms
expenditure being comparable to energy2, and

the savings potential more than double that for energy, lack of awareness of
the failure of the mobile market means SMEs are not paying nearly
enough attention.
While it often seems on the surface that a mobile provider has delivered a
good deal, Billmonitor data shows that nine out of ten UK SMEs can make
significant savings on their mobile contracts. Furthermore, while all the major
mobile providers manage to extract considerably more from SMEs than
consumers on average, our data also indicated that one provider among the
‘big three’ was surprisingly more expensive than the competition. Our model
suggested the cost difference between the cheapest and most expensive
provider was 16.3 per cent for an average SME3 - raising questions about
systematic unfairness in the business mobile market. This compelled us to
investigate further.
We sought independent verification of this finding by asking Ofcom – the
UK communications regulator – whether its data confirmed differences in
average bills between the ‘big three’ mobile providers.
After being denied a number of FOI requests, the regulator eventually
revealed - in February 2018 - that there’s a 15 - 20 per cent average cost
difference between the cheapest and most expensive mobile provider for
business services among the ‘big three’.
As a final preparation for the development of this report, in October 2018,
we sought an update from Ofcom on this cost difference statistic to ensure
our findings were based on the most up-to-date figures. We were then told
by Ofcom that there were “issues” with the business mobile data obtained
from the mobile providers - and that the key cost difference statistic it shared
with us “cannot now be considered reliable”. This is highly concerning to
us and raises further suspicions of the regulator not doing its job to protect
businesses from the lack of market transparency by mobile providers.

“

These findings, if verified by
independent investigations, raise
serious questions. Price differences
of 15-20 per cent, not attributable to
differential consumption patterns,
indicate that a market is not close to
being competitive.
While generally we tend to think that
competition among mobile operators
is very intense for business customers,
these results – again, if confirmed
– depict a rather different picture,
especially for SMEs.

”

– Tommaso Valletti, Professor of Economics at Imperial College
Business School and currently Chief Competition Economist of
the European Commission in Brussels.
When Ofcom responded to our FOI request in February 2018, it
was also keen to offer a possible explanation for this 15 - 20 per
cent cost difference. Ofcom suggested this discrepancy might be
attributed to “varying average usage across providers”, however,
it did not provide any evidence to back up this assertion.
To test Ofcom’s assertion, we statistically analysed bills from
hundreds of SMEs - based on Billmonitor’s own proprietary
data. Our statistical analysis, led by Prof. Chris Holmes (Oxford
University), accounted for usage differences and strongly
suggests that Ofcom’s assumption is statistically unfounded. After
all, why would high usage firms flock to one particular provider,
when no such provider offers better deals for higher users?

3 The methodology section explains our statistical model supervised by Professor Chris Holmes (Oxford
University)

In a market without proper oversight, through a likely combination
of opaque or misleading sales tactics and / or stealthy tariff
options, mobile providers have been able to overcharge the
UK’s small to medium businesses – practices we believe are
contributing to a mobile provider ‘Wild West’.

CHAPTER TWO:
SMEs NEED A ROBUST
REGULATOR TO PROTECT
THEM IN THE MOBILE
MARKET ‘WILD WEST’
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A market in which one provider
can charge firms with similar
average usage significantly
more than another suffers
from a failure of competition.
However this cost discrepancy
is only one symptom of this
broken market. The business
mobile market, which has
been operating without proper
oversight for years, displays
several more serious symptoms
across all the major mobile
providers and impacting the
vast majority of SMEs.
Our recent research paper - Billmonitor Business
Mobile Report - 2018 - shows the average
SME can save 49 per cent on their mobile bills,
across all mobile providers. This isn’t simply
a case of the providers ‘picking on the little
guys’, either. Our research identified that typical
savings on mobile spend increases faster than
the number of connections. In the sample, larger
SMEs (averaging 105 connections) could save
on average over £24,000 per year, or £231 per
connection per year. While micro-SMEs could
save on average £178 per connection.
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Businesses aren’t benefiting from economies of scale, with a lack of sufficient
regulation resulting in mobile providers appearing to charge what they want.
A similar issue was affecting the energy market before the CMA intervened.
The telecoms and energy markets are cost comparable4, however the savings
regarding energy costs found by the CMA were only half of the savings possible
in mobile bills. In its 2016 investigation, the CMA found that SMEs were “paying
£500 million a year too much for energy” and that “average prices offered by
the ‘big six’ companies were around 14 per cent above the competitive level in
the SME segment”. Our investigation has found that the average SME can save
49 per cent on their mobile bills, resulting in SMEs overpaying by £1bn, showing
that the business mobile market’s uncompetitiveness is twice as costly for SMEs
compared to the energy market.
A fair and efficient marketplace simply wouldn’t see nine out of ten SMEs
overspending by 49 per cent on average, £1bn wasted annually, or indeed
such surprising variation in cost between major providers. The result sees UK
businesses being hamstrung by their requirement for mobile connections, yet
scarce resources to negotiate and secure a competitive, but fair deal - something
that should be, but isn’t, enshrined in law.

A fair and efficient marketplace simply wouldn’t
see nine out of ten SMEs overspending by 49
per cent on average, £1bn wasted annually, or
indeed such surprising variation in cost between
major providers.
4 See

Appendix “Energy vs. Communications Expenditure for SMEs”

CHAPTER THREE:
SO, WHICH IS THE MOST
EXPENSIVE MOBILE
PROVIDER?
Prior to Ofcom conceding the 15
- 20 per cent cost discrepancy
figure between mobile providers
we cited above - which has
since been deemed “unreliable”
by the regulator itself - we had
asked Ofcom if it would name
the providers and how their
average business bills compared,
therefore uncovering who charges
the most. Ofcom declined this
request, citing both commercial
sensitivities and a lack of consent
to release information on
specific businesses.
In response, we followed this up by issuing a number
of other Freedom of Information requests to Ofcom
in order to glean any further understanding as
to whether there were cost differences between
providers – with the regulator eventually revealing
the discrepancy cited above.

on the statistical analysis accounting for differences in usage we can reveal that EE is the most expensive mobile provider in
the UK for business contracts out of the ‘big three’. We can also
add - with 75 per cent probability - that O2 is likely to be more
expensive than Vodafone.

With 89.9 per cent confidence, EE
appears to be the most expensive
mobile provider in the UK for
business users, based on our
statistical model accounting for
differences in usage.
5

Such free reign on sales, pricing and tariff models has rightly
been curtailed in other industries. For example, Ofgem - the
energy regulator - will introduce a price control framework to
ensure energy companies “deliver energy and other related
services to consumers at the lowest cost”.
While Ofcom has made strides in the consumer market –
enabling mobile customers to switch provider by simply sending
a free text message is one such example – it needs to do a lot
more to protect UK businesses.
As reported in our research earlier this year, a large number of
SMEs are paying not merely over the odds, but massively so. 49
per cent of businesses pay more than double what they need, a
fate shared by only around one in four (28 per cent) consumers.
Moreover, the least efficient 10 per cent of SMEs paid nearly
four times as much as they needed. This simply isn’t sustainable
for such firms, and shouldn’t be possible.

However, even before denying the validity of its
own data, Ofcom steadfastly refused to confirm
the identity of the most expensive provider. To find
out which provider was leading this cost surge, we
dug deeper into our predictive statistical model
supervised by Prof. Holmes, analysing bills from 356
businesses. With 89.9 per cent confidence - based
5

This comparison was made among the three major mobile providers (EE, Vodafone, O2).

Figure: Average bill overspend in per cent
between consumers and businesses:
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CHAPTER FOUR:

SMEs HAMSTRUNG BY A LACK
OF TRANSPARENCY FROM
MOBILE PROVIDERS
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Billmonitor data - while representative and obtained
directly from SME bills – cannot offer the definitive
answer as to which providers are most unfairly treating
firms. Our predictive models use state-of-the-art
statistics, however our models can only be interpreted
probabilistically. Yet, the data available to Ofcom
directly from the mobile providers should offer
such clarity.
In order for UK small to medium businesses to procure
a fair deal, we call on Ofcom to conclusively reveal how
much the mobile providers are charging for the
same services.
Ofcom’s latest revelation that its data “cannot now
be considered reliable” is not acceptable for a
regulator with an annual budget of £121.7 million.
It is the regulator’s job to obtain reliable data and
to provide robust oversight based on its data. We
therefore believe it is its duty to conclusively reveal
how much the mobile providers are charging SMEs,
and to support the CMA to investigate the failure in
competition in the business mobile market.

Ofcom’s latest mobile
statistics show a total bill
for UK businesses of £3.3bn
per year for 9.5 million
business mobile connections.
Extrapolating from our data
and the Business Population
Estimates for the UK and
Regions 2017 as published by
the Department for Business,
Energy & Industrial Strategy,
our recent research estimates
a total annual overspend for
UK SMEs of £1bn, with 38,000
UK businesses that could each
save at least £10,000 per year.
Contrary to what may be popular belief, smaller
firms actually enjoy somewhat more transparency
when working with mobile providers compared
to larger SMEs or corporates. This is because
the tariffs aimed towards smaller employers
are more likely to be advertised by providers –
whereas the deals cut with larger firms tend to be
based on negotiations, with businesses often left
under false pretences that they’ve negotiated a
good deal. In many instances, however, our data
shows that the resulting impact is that they’ve
ended up paying more than one of their smaller
counterparts - and a lot more than any consumer
would pay - for the same service.

Larger SMEs are even more likely to get
an unfair deal than smaller ones and
can each save on average over £24,000
per year, due to a lack of transparency
among mobile providers.
Given that only two thirds (66 per cent) of SME employers aimed
to grow the sales of their businesses over the next three years
– down three per cent since 2015 and a further eight per cent
since 2010 – ensuring a fair deal on a significant cost such as a
mobile provider contract could be critical to their future success.
With such an uncertain political and economic backdrop, the
government must ensure its small to medium firms – the backbone
of the UK economy – are safeguarded from unfair practices within
this marketplace.

CONCLUSIONS
AND INDUSTRY
RECOMMENDATIONS
1

Mobile providers - which recorded £15.6bn in
total (consumer and business) mobile voice and
data revenues last year – have a duty to provide
transparency to their customers. Yet, today, they
can negotiate deals with businesses without
such transparency, without oversight and
without restriction. This simply isn’t acceptable
or sustainable for growing businesses that need
more support and guidance than ever to survive
- let alone thrive - during these uncertain times.

The full effect of the UK leaving the European Union may not be
felt for some time, but such uncertainty in the market could result
in many businesses consolidating, rather than investing in the
future. Securing revenues, retaining talent and ensuring customer
loyalty will continue to be primary focuses, as well as keeping
costs low.

Visibility. Insight. Support. SMEs of all sizes are
lacking all of these critical components when
procuring a mobile provider – and changing this
is our mandate.

Billmonitor has recognised these challenges – and the role mobile
providers can play by delivering fair prices for their business
customers. We have shared these findings with Ofcom in formal
meetings and written a letter calling for the regulator to take
action. Our pleas have never been met with meaningful action,
despite the unfair practices from mobile providers.
We believe today’s state of play must change. Industry regulation
is a must to protect the future of the UK’s small to medium firms,
worth around £1.9 trillion to the economy in 2017 – or over half (51
per cent) of all private sector turnover across the country.
It’s also key that the industry doesn’t only blame the mobile
providers - they are commercial businesses focused on revenue
and profit maximisation. Obfuscating the marketplace is a powerful
tool and difficult to pinpoint. Thus, regulation is needed - similar
to the gas and electricity market - in which the government, CMA,
regulatory and consumer and business organisations together
push for transparency, forcing mobile providers to remove
obfuscation from their practices.

Overhaul the current mobile provider
‘Wild West’ and employ industry
regulation to help SMEs

2

Investigate the market to ensure
rigorous oversight and fairness for SMEs
We call for the government to work with the
CMA and other relevant regulatory bodies to
investigate the business-to-business telecoms
market, ensuring SMEs, whether they have 25
or 250 mobile connections, get a fair deal when
procuring a mobile provider. The fact that one
provider can charge firms with similar average
usage 16.3 per cent more than another, or that
nine out of ten SMEs can save on average 49
per cent, is a symptom of a broken market that
needs fixing.

Ofcom has not provided the oversight it is supposed to, showing
little interest in the business mobile market - despite our pleas
over a period of years. This has allowed SMEs to fall victim
to a culture of subterfuge, which is simply unacceptable in
today’s marketplace.

3

SAMPLES AND
METHODOLOGY

Empower businesses with the same transparency
consumers have access to
Consumer mobile phone users can easily access price comparison
sites to ensure they’re getting a good price for the services they
require. Moreover, Ofcom provides a valuable Price Accreditation
Scheme for consumers, which accredits price comparison sites
based on “whether the information provided to consumers is
accessible, accurate, transparent, comprehensive, and up to date.”
While many can still make savings by analysing their actual usage,
accredited websites (including Billmonitor and another seven
comparison sites) offer increased transparency for those set to
make a purchase for the next 24 months or so.
We support the creation of such a Price Accreditation Scheme
for price comparison sites comparing business mobile deals for
SMEs, so they too can compare between providers and services
with more confidence. Earlier this year, following three year long
discussions, we formally called upon Ofcom to launch a business
price accreditation scheme, so that accredited price comparison
sites could be established to offer SMEs the same level
of transparency.
Ofcom refused our request, saying that “we do not consider
extending Ofcom’s current accreditation scheme to cover business
tariffs would address the concerns you have.”
We remain perplexed by Ofcom’s refusal, since a price
accreditation scheme would clearly be an important step in
building trust with SMEs. This adds to our concerns regarding the
regulator not doing its job to protect businesses from the lack of
transparency in the market.
Ofcom stated that it has taken “informal action” against those
providers that did not publish “clear and up-to-date information
on prices and tariffs” in relation to the business audience, with
this leading to “improved transparency”, of which we’ve yet to see
evidence. As a result, we call for Ofcom to review this stance once
more, with the futures of many small businesses on the line.

Our sample consists of 356 business mobile phone accounts
(128 with EE, 127 with Vodafone and 101 with O2). The size of the
accounts range from those with just a few mobile connections
to those with 100 or more.
Our statistical model, supervised by Professor Chris Holmes
(Oxford University), is a normal linear model which assumes
linearity in the logarithm of the total cost per connection, using
usage variables as predictors. We exclude the highest 10 per
cent of each usage type, to remove extreme cases of high
usage (‘outliers’). Model diagnostics for the remaining data
points do not indicate any substantial violation of the model
assumptions. Cost distributions are predicted for each mobile
provider at the median usage profile (over all mobile providers,
after outliers are removed), allowing probabilistic interpretation
of the difference in cost between providers at this usage profile.
Using these cost distributions, we calculated that the probability
that EE is more expensive than Vodafone and O2 is 89.9
per cent.
The 16.3 per cent cost difference is calculated using the
predicted cost for EE (which had the most expensive predicted
cost) and for Vodafone (which had the cheapest predicted cost)
for the median usage profile.
The 16.3 per cent cost difference between EE and Vodafone
is the most likely value under our model. However, to ensure
further confidence around this statistic we also sampled from
the cost distributions, giving us 81 per cent confidence that this
percentage cost difference is 10 per cent or more.
For statistics taken from the Billmonitor Business Mobile Report
2018, please see the “Samples and Methodology” section at
the end of that report.

APPENDIX:

ENERGY VS.
COMMUNICATIONS
EXPENDITURE FOR SMEs
SME Energy Expenditure
The CMA Energy Market Investigation Report
(2016) states “Total revenues from the sale of
gas and electricity by the Six Large Energy Firms
exceeded £43 billion in 2014, of which revenues
from sales to the domestic customers were just
under £27 billion (62%), those to SMEs around
£3.8 billion (9%) and sales to the Industrial and
Commercial customers around £12.5 billion (29%).”
(Section 2.137, page 123.)

SME Communications Expenditure.
Ofcom’s SME experience of communications
services - 2016 article states “Small and
medium-sized enterprises (SMEs) claim to spend,
on average, £1.4k per year on communications
services”. Ofcom’s article is based on a survey
of 1,501 SMEs and does not provide an estimate
of total expenditure for UK SMEs, which we
estimate below:
The House of Commons briefing paper counts
around 5,687,000 SMEs. Using this figure and
the average spend of £1.4k per SME (c.f. Ofcom’s
article) would suggest that UK SMEs spend
around £7.96 billion per year on communications
services (including mobile services, fixed voice
services, internet and data services), which is
comparable with the £3.8bn SME annual
energy expenditure.

DISCLAIMER
About Billmonitor
Billmonitor is a specialist mobile tariff advisor for businesses and consumers
and is independent of the mobile phone operators. Using advanced maths to
turn the complexity of bills and tariffs into simple, actionable intelligence, the
Billmonitor software allows users to make more informed decisions and save
money on their mobile phone bills.
For more information go to www.billmonitor.com or contact us at
business@billmonitor.com.

Important notice
By accepting this research note, the recipient agrees to be bound by the
following terms of use. This research note has been prepared by Billmonitor and
published solely for guidance and general informational purposes. It may contain
the personal opinions of the Billmonitor team based on research undertaken.
This note has no regard to any specific recipient, including but not limited to any
specific investment objectives, and should not be relied on by any recipient for
investment or any other purposes. Billmonitor gives no undertaking to provide the
recipient with access to any additional information or to update or keep current
any information or opinions contained herein. The information and any opinions
contained herein are based on sources believed to be reliable but the information
relied on has not been independently verified. Billmonitor, its officers, employees
and agents make no warranties or representations, express or implied, as to
the accuracy or completeness of information and opinions contained herein
and exclude all liability to the fullest extent permitted by law for any direct or
indirect loss or damage or any other costs or expenses of any kind which may
arise directly or indirectly out of the use of this note, including but not limited to
anything caused by any viruses or any failures in computer transmission. The
recipient hereby indemnifies Billmonitor, its officers, employees and agents and
any entity which directly or indirectly controls, is controlled by, or is under direct
or indirect common control with Billmonitor from time to time, against any direct
or indirect loss or damage or any other costs or expenses of any kind which they
may incur directly or indirectly as a result of the recipient’s use of this note.
All rights reserved. No part of this note may be reproduced or distributed in any
manner including, but not limited to, via the internet, without the prior permission
of Billmonitor. If you have not received this note directly from Billmonitor, your
receipt is unauthorised. Please return this note to Billmonitor immediately.
Please note that Billmonitor is a brand name of Optimor Ltd, registered office 17
Cosgrove Road, Old Stratford, Milton Keynes, MK19 6AG.

https://www.billmonitor.com/
In case you have any questions
regarding this research note,
please contact us as follows:
Email: business@billmonitor.com
Freephone: 0800 689 3035
Address: One St Aldates, St.
Aldate’s, Oxford, Oxfordshire,
OX1 1DE

