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Introduction

Connectivity is the lifeblood of society. It underpins how we work and do business;
how we communicate and stay in touch with loved ones; how we relax and enjoy
downtime. For many, it is the most convenient way to pay bills, buy groceries, book
an appointment with the GP, or research their next holiday.

It is no surprise then that people’s thirst for data continues to surge. According to UK
telecom regulator, Ofcom, fixed-line broadband traffic in the country has jumped 70%
since 2019, reaching an average of 535 GB per connection per month. In 2023 alone
it grew 11%.

This demand will not abate. High-definition streaming, video conferencing, online
gaming and other bandwidth-intensive applications will propel broadband usage to
even higher levels.

In mobile, growth has been even stronger. Traffic levels leapt 25% in 2023 alone,
following a 27% jump between 2021 and 2022. Data over 5G networks showed the
highest rate of increase, at about 140%.

According to CCS Insight's latest forecast for the telecom market, the average mobile
user in the UK will gorge on 27 GB of data per month in 2028, up from about 8 GB per
month today and less than 4 GB in 2019 (see Figure 1).

Figure 1. Average monthly data usage (GB) in the UK per SIM
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Investment

To support current and expected levels of demand, the UK telecom sector must make sustained investments.
In a recent filing, Virgin Media O2 said it spent more than £2 billion in 2023 to bring its network to new places
and build extra capacity — that is equivalent to an average of more than £5 million every day.

And yet, the UK's standing on the global connectivity stage still has much room for improvement. In the latest
Speedtest Global Index report, published by Ookla in March 2024, the country languished in 51st place in
mobile and 48th in fixed-line broadband services. In another report, by Opensignal in December 2023, the UK
is shown to have the slowest data download speeds in the G7 and ranks 39th out of 56 countries in terms of
active 5G connections.

Any dip in spending will see the UK drop further behind its peers, threatening to widen the digital divide, hinder
economic growth and thwart technology development.

Investment is crucial for all parts of society. This includes enterprise and public sector organizations, as well as
consumers. One of the pledges made by Vodafone and Three when the two companies announced their
planned merger in June 2023 was to bring 5G standalone access to every school and hospital in the UK by the
end of the decade, part of an overall £11 billion commitment.

For businesses, connectivity will underpin innovation in areas such as artificial intelligence, private mobile
networks, smart cities, the Internet of things and more.



Price Rises

Recently, UK telecom operators implemented another
round of price rises for many customers midway
through their contracts. Nobody likes to see their bill go
up, particularly at a time when the high cost of living is
continuing to squeeze household budgets.

But as well as the vast expense to deploy next-
generation networks, the telecom industry is also seeing
its own costs rise, driven by surging inflation and
geopolitical turbulence. For example, BT noted in 2023
that its energy bill had leapt by about 80% over the
previous 12 months.

Operators also need to foot the bill for rising costs in
labour, transport and raw materials. Swapping out
equipment from high-risk suppliers, as mandated by the
government in 2020, brings another financial burden.
And then there is the challenge of ensuring network
security, a growing concern amid rising global tensions.



Value for Money

Despite recent price rises, telecom
services still represent excellent value for
money. In 2023, BT's then CEO Philip
Jansen highlighted that his customers
only pay about £1 per day for fixed-line
broadband and £0.50 per day for
mobile. He added that BT's price
increases in 2023 amounted to an
average of just over £1 per week more
for most of its customers.

According to the Office for National
Statistics (ONS), average weekly
household spending on telecom
products and services in the UK was
£20.5in 2022, the latest data available.
This represents less than 4% of the total
average weekly household expenditure
of £528.8.

It is far below other household essentials
such as transport (£74.4), food and non-
alcoholic drinks (£62.2), mortgage and
council tax payments (£52.5) and
housing rental payments (£51.6), as
Figure 2 shows.

The long-term trend for telecom service
pricing has been unmistakably
downward, according to Ofcom. The
requlator said that total average monthly
household spending on communication
services fell 17% from 2016 to 2022, a
drop driven by mobile as voice and data
services plummeted by 35%.

Low prices for telecom services are not
unique to the UK. A report from the
European Telecommunications Network
Operators’ Association, State of Digital
Communications 2024, shows that
people across the region are spending
far less than in some other parts of the
world.

For example, average revenue per user
from mobile in 2022 was €15 per month
in Europe, compared with €42.5 in the
US, €26.5 in South Korea and €25.9 in
Japan. In fixed-line broadband it was
€22.8, much lower than the €58.6 in the
us.

Figure 2. Average household weekly spending (£), 2022
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Digital Divide

Investing in networks is not just about the latest kit or the newest
services. Expanding coverage is crucial to narrow the digital divide
that was so starkly highlighted during the pandemic.

Without adequate mobile coverage, some people are at risk of being
ostracized. For example, smartphones are increasingly needed to
scan QR codes in restaurants to access the menu or place an order;
to pay parking charges; or receive two-factor authentication
requests.

According to Ofcom, the level of outdoor 5G coverage provided by
at least one mobile network operator rose from between 67% and
78% in 2022 (based on very high and high confidence levels of
availability) to between 85% and 93% in 2023.

But there is still plenty to be done to ensure that access to online
services is fully inclusive; the final pieces of the coverage jigsaw are
always the most challenging — and expensive.

Environment

As well as satisfying our seemingly insatiable desire to stay
connected, investment in new networks plays an important role in
achieving environmental and sustainability targets. Vodafone UK
indicates that carrying a terabyte of data over 4G consumes only 35%
of the energy it would over 3G, and using a 5G network, this
plummets to just 7%.

This means that rolling out the latest infrastructure not only helps the
telecom sector cut its own emissions, but also supports other
companies.toreach their net zero targets.



Transparency

Under guidance from Ofcom, the industry is seeking to make prices
clearer and more transparent. In April 2024, BT moved away from
inflation-linked price rises in its 24-month contracts and is now
setting out any changes in in pounds and pence. Other operators are
expected to follow suit.

CCS Insight backs this approach. Under the inflation-linked pricing
mechanism, people would not know how much their mobile or
broadband bill was going to rise by each year.

This was less of a concern when inflation was low, but as it surged
people found their bills were shooting up by much more than they
could have planned for.

Social Tariffs

The telecom industry is also stepping up its support for people
struggling to pay their bills. All major UK providers now offer a social
tariff, with most exempt from inflation-linked price rises. In
September 2023, Ofcom said that 380,000 people were on a social
tariff, up from 147,000 a year earlier.

Vodafone's Essentials Broadband tariff, for example, is priced from
£20 per month with no early termination fees. And its sub-brand Voxi
offers unlimited data, calls and texts for just £10 per month to
qualifying customers.
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