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Introduction
As an agency with regulatory responsibility for the communications sector, the Australian Communications and Media Authority (the ACMA) has an ongoing role in monitoring and reporting on developments in the communications market. 

This report presents the findings of a survey developed to test some of the perceived concerns and assumptions of the experiences of Australian consumers with mobile capped plans and the management of their expenditure under these plans. The report presents an evidence base regarding consumer take-up, use, attitudes and behaviours towards these services. 

This research was undertaken in part in response to an increase in 2008–09 in the number of complaints received by the Telecommunications Industry Ombudsman (TIO) regarding mobile phone charges, where capped plans appear to be a growing segment of the market. These complaints potentially suggest that some consumers may not have a clear understanding of the terms and conditions of their mobile plans and the options available to them to track their expenditure. 

Of primary importance in observing consumer decisions from the context of behavioural economics is that any analysis of perceived market failure should include the potential for failures that arise from the fact that consumers are not always ‘perfectly rational’, and, more generally, may make decisions on ‘approximate rules of thumb’. Also it has been argued that the way industry presents information to consumers will affect their purchasing decisions. In policy development, there is a growing interest in utilising insights from behavioural economics to increase understanding of the consumer decision-making process. This is particularly useful when examining the Australian communications market, which is increasingly characterised by new service offerings and the growth of communication devices other than fixed-line services such as mobiles, voice over internet protocol (VoIP), and the internet.

Any comments on this report would be welcomed and can be sent to industry.reporting@acma.gov.au or to the address below:

Manager, Communications Analysis Section

Australian Communications and Media Authority

PO Box 13112

Law Courts

Melbourne VIC 8010

Summary

Mobile telephones have become an essential communications tool for most Australians, with the number of mobile phones services exceeding the total population. At 30 June 2009, there were 24.22 million mobile services in Australia, an increase of nearly 10 per cent over the previous 12 months.
 At the same time, a significant proportion of Australians now consider their mobile phone as their main form of communication, with 37 per cent of household consumers with both a fixed-line and mobile telephone reporting making more calls via their mobile than their fixed-line phone and a further 13 per cent reporting that they use their mobile and fixed-line phones equally.
  

While the mobile phone market offers a range of payment methods and fixed-term arrangements, the data presented in this report suggests that 39 per cent of mobile phone users aged 15 years and over have a mobile capped plan. Capped plans offer mobile phone users a fixed amount of call minutes, text messages and/or data for a specified amount of money per billing period (usually a month), with additional usage generally charged at higher unit rates.

The highest level of mobile capped plan adoption was for consumers aged between 25 and 34 years (48 per cent), ranking mobile capped plans more popular than pre-paid (34 per cent) or other standard contract or monthly plans (18 per cent) for this age group. Take-up of mobile capped plans was the lowest for those aged 15 to 17 years, and 75 years and over, both at 16 per cent. These younger and older consumers displayed a preference for pre-paid plans over mobile capped plans.

Cost-related factors and visibility of mobile phone outlays are foremost in the minds of Australian consumers when deciding to adopt mobile capped plans. Approximately 59 per cent of mobile capped plan users reported ‘perceived value for money’ as the main reason for shifting to a capped plan, while a further 12 per cent reported wanting to ‘know what their mobile phone payments were each month’. This was further reinforced by 68 per cent of mobile capped plan users reporting that they were aware of what was included in their plan. Awareness levels are consistent and reasonably high, ranging from 60 to 78 per cent, except for those aged 75 years and over at 38 per cent. 

Survey results also identified an apparent ‘disconnect’ between reported factors driving consumers’ decisions to adopt mobile capped plans and their behaviours after adopting such plans.

Despite 59 per cent of mobile capped plan users reporting cost-related factors as the main reasons for that choice, 58 per cent of users in Australia aged 15 years and over reported that they had exceeded their capped expenditure limit at least once in the last year. The frequency at which consumers with a capped plan reported exceeding their cap in the last year ranged from 31 per cent in one or two billing months, to eight per cent in every month of the last year. Thirty-eight per cent did not exceed their cap in the past year.

Fifty-seven per cent of mobile capped plan users reported that they did not monitor their mobile expenditure between bills. The propensity to keep track of mobile phone expenditure tended to decline with user age, with older users of mobile capped plans less likely to track their mobile phone expenditure within billing periods than younger users. Mobile capped plan users aged 15 to 34 recorded the highest levels of tracking mobile expenditure (at 53–55 per cent), compared to 41 per cent for 34 to 44 year olds. For persons aged 45 to 74 years, tracking of mobile phone expenditure ranged from 30–36 per cent, falling to 13 per cent for persons 75 years and over. It is noted that, while younger mobile capped consumers are more likely to track mobile expenditure within billing periods, survey results suggest that they are also more likely to exceed their cap, as indicated by the finding that 78 per cent of students exceeded their cap at least once in the last 12 months.

Survey results also suggest that a significant proportion of mobile capped plan users who reported not tracking mobile phone expenditure were arguably indifferent to, or comfortable with, their mobile phone expenditure. When asked why they don’t track their mobile phone expenditure, responses included ‘can’t be bothered’ (33 per cent), ‘low levels of mobile phone usage’ (26 per cent) and ‘no need as did not exceed their capped plan limit’ (19 per cent). 

On the issue of available options for tracking mobile phone expenditure, 72 per cent of capped plan users reported that they were either satisfied or very satisfied with the options provided to track mobile phone expenditure. 

More generally, 83 per cent of all mobile users were satisfied overall with their mobile service, with 81 per cent of mobile capped plan users reporting being satisfied. Despite these high levels of overall satisfaction, dissatisfied consumers are complaining about aspects of their mobile phone service in increasing numbers. For example, the number of mobile phone-related complaint issues raised with the Telecommunications Industry Ombudsman (TIO) increased by 107 per cent during 2008–09 and is cause for significant concern. However, it is not possible to extract from TIO complaints data those complaints that relate specifically to mobile capped plans. Therefore, a definitive explanation of the apparent disparity between overall consumer satisfaction and increased complaints to the TIO recorded across 2008–09 has not been attempted, although some comments are made in the report.

In considering complaints received by the TIO which could most relate to the structure of any payment plans, two sub-categories of its billing and payments category were identified, i.e. ‘bill total’ and ‘wrong plan’. In 2008–09, 11,161 complaint issues were reported in these sub-categories, representing six per cent of all mobile service complaint issues to the TIO (noting capped plans would provide only a subset of these issues). This appears generally consistent with the findings of this report which show for mobile capped plan users:

· high levels of overall satisfaction with their mobile service (81 per cent)

· relatively high levels of satisfaction (72 per cent) with options available to track expenditure, but with only 43 per cent exercising such options

· based on the main reasons quoted why 57 per cent of capped plan users do not track expenditure between bills, that these consumers are arguably indifferent to, or comfortable with, their mobile phone expenditure. 

On the basis of these findings, there are some areas of consumer concern with capped plans for industry to address, however these do not appear to be as significant as other areas of consumer concern (such as customer service and coverage issues).
	Table 1 Key data

	Mobile phone users currently on a mobile capped plan
39%
Mobile capped plan users
Main reason for adopting a capped plan—‘Value for money’
59%
Reported to have exceed their capped expenditure limit at least once in the last year
58%
Did not monitor their mobile expenditure within billing periods
57%
Main reason for not tracking expenditure within billing periods—‘Can’t be bothered’*
33%
Satisfied overall with their mobile phone service
81%


	*Of those mobile capped plan users reporting they did not track expenditure between bills.


The provision of mobile capped plans

Overview of the mobile market

There were approximately 24.22 million mobile phone services in operation at 30 June 2009, up from 22.12 million the year before.
 Consumers continue to embrace mobile phones, with 87 per cent of Australians aged 18 and over using a mobile phone.
 

The market is dominated by the three mobile networks—Telstra, Optus and Vodafone Hutchison Australia (VHA)—with 174 service providers reselling mobile communications services and products under their own company identity.
  

The number of post-paid mobile phone services, 12.86 million, exceeded the number of pre-paid services, 10.58 million, at June 2009.
 Consumers’ tendency to take-up post-paid services has been encouraged by mobile phone providers through incentives such as free handsets, loans to pay for handsets, reduced data costs and a wide range of plans including mobile capped plans.

What are capped plans?

The mobile phone market offers a wide array of plans including fixed-term contracts, monthly plans, pre-paid services and lease plans. This report focuses on capped plans that offer consumers a certain amount of call minutes or text messages for a fixed amount of money per billing period.

The term ‘capped’ has been widely adopted by the mobile phone market. While there does not appear to be an agreed industry or a regulatory definition of what constitutes a capped plan, it is commonly understood to include an agreed fixed price per billing period for the use of services to a certain value. The use of additional services exceeding the ‘included value’ of a plan is usually charged at a different unit rate.

Caps can apply to both pre-paid and post-paid (contract) mobile services and there are two types of caps available:

· ‘hard cap’—service stops when credit is exhausted 

· ‘soft cap’—service continues and extra charges accrue if the user continues to use the service after credit is depleted. This is often at a high unit rate.
 

A pre-paid capped plan (where consumers purchase credit in advance) usually contains a ‘hard cap’, where access to services is suspended once the credit is depleted. However, post-paid capped plans allow consumers to spend more than the advertised monthly price. These capped plans contain a ‘soft cap’ at an allocated amount which is not absolute, so charges may be incurred above the initial cap amount. Additional charges are commonly accrued for exceeding the limit of the cap or accessing services not included in the plan, such as premium content, but at higher unit rate.

Table 2 shows a summary of differences between pre-paid and contract mobile phone plans.

	Table 2 Comparison of typical contract and pre-paid capped plans

	Pre-paid
Contract

Standard
Capped
Start-up costs*

Yes

cost of handset and allocated amount of calls, texts and/or data.
Not necessarily
handset price can be factored into monthly plan payments or paid up front.

Not necessarily
handset price can be factored into monthly plan payments or paid up front.

Payments

Up front

purchase credit in advance.

Pay later

after service is used at set intervals, usually monthly.

Pay later

after service is used at set intervals, usually monthly. Bill includes agreed capped amount and extra charges for use of additional services not included in the cap limit. 
Call costs

Based on $ value purchase 
unit costs can vary with the purchase total. Unit costs are usually lower with higher quantum of payment.
Call prices align with plan amount 
lower cost plans result in higher cost calls and flag fall.**


Call prices align with plan amount 

lower cost plans result in higher cost calls and flag fall**. Emphasis placed on extra value included in the cap, i.e. $50 capped plan might (say) include $150 worth of calls, text and data at the nominal unit rate. Calls rates can change once cap is exceeded, typically increasing call costs.
Transparency

Yes 
call costs specified at purchase.
Yes 
call costs advertised up front on a sliding scale aligned with plan costs. 

Potentially unclear 
extra value is based on a dollar amount and consumers often do not know how many call minutes, texts and/or data they get for that amount.

Able to exceed monthly plan/ payment

No 

can only use additional services by purchasing additional credit.

No limit

pay for additional service used
Yes 

the cap is not a ‘hard cap’. Once the cap is exceeded any services used during the remaining billing period may be charged at a higher unit rate.



	*Start up costs may be reduced if consumers provide their own handset.

** Flag fall refers to a separate charge for each call connection made.

Source: ACMA.


Take-up and use of mobile phone plans

Research findings

The ACMA’s commissioned research explored the take-up, use and attitudes towards, mobile capped plans in Australia. 

Type of mobile plan

Of the 1,225 mobile phone users surveyed, 64 per cent were on a contract or plan with a monthly bill, while pre-paid customers made up the remaining 36 per cent. Individuals who select a post-paid contract are more likely to be male (69 per cent), living with a partner (72 per cent), with a university-level education (72 per cent), in full-time employment (77 per cent), and with an income exceeding $75,000 (75 per cent). 

Age appears to influence the type of mobile plan selected, with younger and older age groups more likely to adopt pre-paid plans. As shown in Figure 1, 73 per cent of respondents aged 15 to 17 years and 59 per cent those aged 75 years and over have adopted a pre-paid plan. This is likely to reflect the lower incomes commonly associated with those under the age of 18 (often financially dependent on parents), and those aged 75 and over who are more likely to be retired or low users of their mobile phones. The characteristics of pre-paid plans are clearly attractive to these age groups. Given pre-paid users pay for calls in advance, large unexpected bills are avoided and the absence of contracts for any length of time avoids ongoing fees and allows users to easily switch providers without having to pay cancellation fees. However, mobile phone numbers for pre-paid services cannot always simply be ported to a new service provider. Handsets sold as part of a pre-paid service are often 'network SIM-locked' which restricts the use of the phone to a specific network provider. To allow the use of another service provider’s SIM card, the phone needs to be unlocked using a code available from the service provider for a fee. This fee is normally only applied where a handset is included and the customer must pay the residual value before porting.

Pre-paid plans are also attractive for older age groups that tend to have low usage levels. Many use their mobile phones predominantly to receive incoming calls or solely for emergency purposes.

	Figure 1 Type of mobile phone plan by age  
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	Source: ACMA-commissioned consumer survey, April 2009, (N=1,225), Q3.1 What type of mobile phone payment plan do you use? Q3.2 Do you personally have a mobile capped plan? Excludes ’Don’t know’ and ‘Not stated’ responses.


As shown in Figure 1 above, of those surveyed, 39 per cent adopted a mobile phone capped plan. Consumers aged between 18 and 54 years are the highest adopters of capped plans, ranging between 42 and 48 per cent. This compares with 16 per cent of those aged between 15 to 17, and those aged 75 and over.

Further demographic profiling of mobile phone capped plan users revealed a higher incidence of adoption in metropolitan (66 per cent) than in non-metropolitan areas (53 per cent). The most frequent adopters by household structure (shown in Figure 2 below) tend to be those living in household structures that are either shared (74 per cent), single parent families (76 per cent), or living with their parents (82 per cent).

	Figure 2 Type of mobile phone plan by household structure  
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	Source: ACMA-commissioned consumer survey, April 2009, (N=764), Q3.1 What type of mobile phone payment plan do you use? Q3.2 Do you personally have a mobile capped plan? Excludes ’Don’t know’ and ‘Refused’ responses.


Reasons for adopting plans

When asked the reason for taking up a capped plan, 59 per cent of respondents cited ‘value for money’ (see Figure 3). The next most common reason ‘knew what I had to pay each month’ was cited by 12 per cent of survey respondents. In the context of behavioural economics, consumers can be seen to behave rationally by adopting services that provide value for money and certainty of expenditure.

	Figure 3 Reasons for adopting capped plan
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	Source: ACMA-commissioned consumer survey, April 2009 (N=458), Q3.3 Why did you take-up this capped plan? (Multiple responses allowed) Excludes ’Don’t know’ responses.


Awareness of plan inclusions

Consumer awareness of plan inclusions was high among most of those surveyed, as displayed in Figure 4. Sixty-eight per cent of mobile phone capped plan users reported they were aware of what was included in their capped plan. Levels of awareness were highest among those aged between 18 and 24 (78 per cent) and between 25 and 34 (75 per cent). Older mobile phone users were less likely to be aware of what was included in their cap, particularly those aged 75 and over (38 per cent). These results indicate that the majority of consumers in each age group are making efforts to understand the terms and conditions of their plans, with capped plan users 75 years and over demonstrating lower awareness levels.

	Figure 4 Awareness of plan inclusions by age
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	Source: ACMA-commissioned consumer survey, April 2009 (N=452), Q3.9 Do you know what is included or excluded in your mobile plan?


Exceeding cap and tracking expenditure

Of those with a mobile capped plan, 58 per cent have exceeded their cap at least once in the last year; while 38 per cent have not exceeded their cap in the last year (see Figure 5). Thirty-one per cent of consumers exceeded their cap in one or two billing months in the past year. Fourteen per cent had exceeded between three and six months, five per cent exceeded between seven and 11 months, and eight per cent exceeded their cap every month of the last year. 

	Figure 5 Frequency of exceeding mobile cap limit in the last year
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	Source: ACMA-commissioned consumer survey, April 2009 (N=475), Q3.4 Thinking about the bills you have received in the last year, how often have you exceeded your capped plan?


Those living in metropolitan areas tended to exceed their caps more frequently than those in non-metropolitan areas (60 per cent and 54 per cent respectively). There were also differences by employment status as to the frequency of exceeding the cap, varying between 46 and 71 per cent for the employment categories identified. The groups exceeding their cap limit the most were students and part-time workers (both at 71 per cent). 

	Figure 6 Exceeding cap by employment status
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	Source: ACMA-commissioned consumer survey, April 2009 (N=475), Q3.4 Thinking about the bills you have received in the last year, how often have you exceeded your capped plan? 


As shown in Figure 7, 57 per cent of mobile capped plan users do not monitor their expenditure between bills. The number of capped plan users tracking their expenditure between bills tends to decrease with age. Younger consumers are more likely to track their expenditure, with 53–55 per cent of those aged 15 to 34 monitoring their expenditure between bills, but only 13 per cent of those aged 75 years and over.
	Figure 7 Tracking expenditure between bills
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	Source: ACMA-commissioned consumer survey, April 2009 (N=475), Q3.5 Do you track or monitor your mobile phone expenditure between bills?


Reasons for not tracking expenditure

When mobile capped plan users were asked why they don’t track their expenditure between bills, 33 per cent stated that they ‘can’t be bothered’ and only four per cent reported they ‘don’t know how’ (see Figure 8). ‘Low usage of the phone’ was cited by 26 per cent of respondents as a reason for not tracking their expenditure and 19 per cent responded that they did not exceed the cap. Low usage response was particularly high among retirees (51 per cent) and those aged 55 and over (more than 40 per cent). 

In the context of behavioural economics, these findings suggest that the majority of those consumers who don’t track expenditure do so as a deliberate choice, because, in the context of behavioural economics, the benefits of these services outweigh the cost or risk of exceeding their cap at times. Furthermore, such data may suggest that additional efforts to raise consumer awareness about the importance of tracking expenditure is unlikely to change behaviours, given there is arguably an apparent level of indifference to tracking expenditure or comfort with the expenditure patterns for those who don’t currently track their expenditure between billing periods (57 per cent of capped plan users).

	Figure 8 Main reasons for not tracking expenditure
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	Source: ACMA-commissioned consumer survey, April 2009 (N=281), Q3.6 Why don’t you track your expenditure? Multiple Responses. Capped plan users that do not track expenditure.


Consumer satisfaction

The following set of charts provides an overview of general levels of consumer satisfaction with their mobile phone services. It also outlines the reasons given for why some consumers were dissatisfied with their mobile services. The satisfaction measures provide a useful context to overall satisfaction levels with mobile services, which would be influenced by the expenditure management aspects that are unique to capped plans, standard contracts and pre-paid plans. The consumer survey did not seek to limit responses to consumers’ satisfaction with the unique aspects of their capped plan, i.e. the payment structure and related expenditure patterns. Rather, the major issues of concern to dissatisfied mobile phone users were sought. 

It is considered this report provides a useful and indicative overall measure of satisfaction of capped plan users, particularly given the sequencing of questions used in the consumer survey questionnaire (which is included as part of the appendix to this report) and the complementary information available from the other sources used. 

Overall satisfaction with mobile service 

Previous ACMA research has suggested that Australian consumers are largely satisfied with their communications services, including mobile phones. Levels of satisfaction have remained stable over the last few years, and the majority of consumers have indicated that their communications services meet or exceed their expectations.
 The high satisfaction levels have been maintained, in contrast to the very significant escalation in TIO complaints over recent years. Eighty per cent of Australian household consumers were estimated to be satisfied with both their fixed-line and mobile telephone services.
 

As shown in Figure 9 below, the ACMA’s April 2009 consumer survey found 83 per cent of surveyed mobile phone users were satisfied or very satisfied with their mobile service. More specifically, 81 per cent of mobile capped plan users reported to be satisfied with their service, while pre-paid users reported a higher level of satisfaction at 87 per cent. 

Mobile users who were aware of what is included in their plan reported slightly higher levels of overall satisfaction (66 per cent) than those who were unaware (62 per cent). In addition, those who were aware of plan inclusions were also more satisfied with options available to track expenditure (77 per cent) than those who were unaware (62 per cent).

	Figure 9 Overall satisfaction of pre-paid, capped plan and all mobile phone users
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	Source: ACMA-commissioned consumer survey, April 2009 (Pre-paid users N=445, Mobile capped plan users N=474, All mobile phone users N=1,298), Q4.2 How satisfied or dissatisfied are you with your mobile phone service? Excludes ‘Don’t Know’ responses.


Satisfaction with options available to track expenditure

Mobile capped plan users reported high levels of satisfaction, with 72 per cent reporting that they were either satisfied (45 per cent) or very satisfied (27 per cent) with the options given to track expenditure (see Figure 10 below). Not surprisingly, those who did not exceed their cap in the last 12 months reported to be more satisfied with the options, at 78 per cent (38 per cent very satisfied and 40 per cent satisfied) than those who did exceed their cap limit, at 70 per cent (21 per cent very satisfied and 49 per cent satisfied).

	Figure 10 Satisfaction with options available to track bills for mobile phone capped plan users
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	Source: ACMA-commissioned consumer survey, April 2009 (N=453), Q3.7 Satisfaction with tracking expenditure.


Consumer dissatisfaction

Mobile phone users who are dissatisfied with their service most frequently cited bad or no reception/coverage (54 per cent) as the reason (see Figure 11).
It was interesting to note that, of the reasons provided by those consumers who were dissatisfied with their mobile service, 18 per cent indicated it was ‘too expensive’ and nine per cent indicated other concerns over billing issues (‘trouble with billing/costs always changing’). The majority of concerns related to service quality and customer service issues, which are not unique to capped plans and provide an indicator of the major consumer concerns. 

	Figure 11 Reasons for dissatisfaction with mobile phone service
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	Source: ACMA-commissioned consumer survey, April 2009 (N=172), Q4.2 Why are you dissatisfied with your mobile service? Multiple responses. All mobile phone users reported to be very dissatisfied and dissatisfied.


As shown in Figure 12 below, just over half of mobile phone users who are dissatisfied have not taken action (51 per cent). Of those who have taken action, the most common form is contacting their service provider (33 per cent).

	Figure 12 Actions taken in response to dissatisfaction
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	Source: ACMA-commissioned consumer survey, April 2009 (N=134), Q4.3 What actions, if any, have you taken in the last 12 months in response to any dissatisfaction with your mobile services?  

* Telecommunications Industry Ombudsman.


TIO complaints data

While complaints data collected by the TIO does not separately capture information relating to mobile capped plans, it does provide a very useful source of data on the general mobile phone market. 

In 2008–09, the total number of complaint issues recorded by the TIO increased by 79 per cent, from 268,740 in 2007–08 to 481,418 (see Figure 13).

	Figure 13 TIO complaints issues, 2003–04 to 2008–09
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	Source: TIO. 
Note: Mobile premium services complaint issues data was not collected by the TIO prior to Dec 2006. 


The highest number of complaint issues raised with the TIO during 2008–09 was in the category of billing and payments, accounting for 23 per cent of all complaints received (this is inclusive of mobile, fixed-line, internet, and mobile premium services complaints). Complaints in the billing and payments category have risen from 52,304 in 2007–08 to 112,450 in 2008–09. These complaints included a number of issues including disputes about usage charges, recurring charges, credits not applied and bills not received.
	Figure 14 TIO mobile complaint issues, 2003–04 to 2008–09
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	Source: TIO.


Mobile phone-related complaint issues accounted for 37 per cent of all TIO complaints in 2008–09, with a 107 per cent increase from 85,968 in 2007–08 to 178,019 (see Figure 14). In 2008–09, the number of mobile phone complaint issues received in the billing and payment sub-categories of ‘bill totals’ and the ‘wrong plan’
 more than doubled from the previous year, from 4,803 to 11,161. These categories were identified as the most likely categories for recording mobile capped plan billing and payment complaint issues. 

The number of complaint issues about mobile phone bill totals also rose steeply, with a 210 per cent increase on the previous year’s figure (3,290 to 6,900). Consumers complaining they were on the wrong plan also increased sharply from 1,513 in 2007–08 to 4,261 in 2008–09 (282 per cent) (see Figure 15). These two sub-categories contain six per cent of mobile complaint issues and two per cent of all complaint issues reported to the TIO, with complaints regarding capped plans expected to comprise a subset of these issues. Another metric of potential interest is that the number of mobile complaint issues raised with the TIO in 2008–09 represents less than one per cent of services in operation. However, it is recognised that, while the overall incidence might be low, significant increases occurred in 2008–09 and those consumers who are sufficiently motivated to contact the TIO may be experiencing significant inconvenience or detriment until their issues are resolved.

	Figure 15 TIO complaints issues reported for mobile billing and payments
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	Source: TIO.


From the data available it is not possible to determine the specific issues contributing to the rise in complaints in these sub-categories. They may include those relating to consumers exceeding their cap limit for their mobile phone and other billing and ‘wrong plan’ issues, such as those caused by administrative errors when consumers sign-up to new services or where consumers feel they have been overcharged for services outside their understanding of the terms and conditions of their service.
A detailed reconciliation between TIO complaints and the relatively high satisfaction levels of mobile phone users (including those on capped plans) has not been possible. However, it is conjectured that some of the possible influences on the increasing level of TIO complaints may include:

· Increased public awareness of the TIO and its functions and complaint mechanisms. Between 2002 and 2006, public awareness of the TIO rose from 47 per cent to 54 per cent.
 

· Mobile subscriber numbers increased from 22.12 million at 30 June 2008 to 24.22 million at 30 June 2009, a nine per cent increase.

· Mobile devices and services are becoming more complex, which may lead to increased complaint levels from customers. For example, smartphones promote more advanced functions and are capable of delivering new types of content and services, than earlier mobile handsets.

· Usage of data over mobile networks has significantly increased with the expansion of 3G networks and smartphone handsets over the last two years. As consumers adapt to new services higher complaint levels may be experienced by the industry.

· Better capture by the TIO of all complaint issues associated with an individual complaint.

It is also possible that the TIO data is reflecting telecommunications complaints becoming more egregious, which has encouraged consumers to escalate a complaint to the TIO.

In any event, the increase in overall level of complaint issues to the TIO does need to be addressed. The relevant consideration arising from this report is whether additional investigations specifically into the consumer experiences with capped plans are an immediate priority, in comparison with other consumer concerns. 

The findings in this report relating to mobile capped plan users suggest:

· high levels of satisfaction with their mobile service (81 per cent)

· relatively high levels of satisfaction (72 per cent) with options available to track expenditure, but with only 43 per cent exercising such options

· based on the main reasons quoted why capped plan users do not track expenditure between bills (‘can’t be bothered’, ‘low usage of the phone’, or ‘never/don’t exceed cap’), that consumers are arguably indifferent to, or generally comfortable with, their mobile phone expenditure.

On the basis of these findings, there are some areas of concern with capped plans for industry to address, however these do not appear to be as significant as other areas of consumer concern (such as customer service and coverage issues).
Appendix: Research background and methodology 

The data in this report is drawn from a number of sources, including:

· commissioned research, in the form of a survey of consumer attitudes and use of telecommunication services undertaken in March–April 2009

· Telecommunications Industry Ombudsman (TIO) complaints statistics for the period 2008–09

· Market Clarity Voice Service Provider Database, 1 June 2009

· previous ACMA research. 

Commissioned research 

The ACMA commissioned Ipsos MediaCT to undertake two national telephone surveys of telecommunications users in March–April 2009. The first survey explored issues surrounding landline and internet usage and the second examined mobile phone usage and behaviours. 

The two surveys sampled the following individuals:

· fixed-line users—1,604 respondents aged 18 and over 

· mobile phone users—1,305 respondents aged 15 and over. 

The mobile phone survey sample included younger Australians (aged 15 to 17) to reflect the usage patterns of this demographic.

Survey design 

The questionnaires were developed by the ACMA to examine consumer usage of communication services in Australia and attitudes towards these services. The survey questions referenced in this report are provided in the following section.

Key issues addressed in this study include:

· communications services/functions used

· use of communication products including mobile premium services and mobile VoIP (voice over internet protocol)

· consumer adoption and understanding of communications products

· consumer behaviour towards communications products and services 

· satisfaction with communications usage, and causes of dissatisfaction.

The questions were given rigorous review and pilot testing prior to conducting the survey.

Computer-assisted telephone interviews (CATI) were conducted using random digit dialling (RDD). The surveys were based on respondents selected and used ‘person in the household with next birthday’ as the selection criterion. Stratified sampling proportional to Australian Bureau of Statistics (ABS) regional population data was applied to achieve representative state and metropolitan/non-metropolitan sample structure. The sample is designed to enable broad level disaggregation of data by age, gender and other key socio-economic sub-groups with a high degree of precision.

The sample closely corresponds to ABS population data with the mobile survey having a slight skew to younger age groups consistent with mobile telephone subject matter.

An overview of the sample for each survey is outlined in tables below.

	Table 3 Quantitative sample: ACMA-commissioned research; fixed-line users, by age and gender

	Number of interviews
Age of respondents
Male

Female

Total

18–24

107

89

196

25–34

144

148

292

35–44

151

155

306

45–54

148

151

299

55–64

116

115

231

65–74

70

86

156

75 and over

64

55

119

Not stated

3

2

5

Total 

803

801

1604



	


	Table 4 Quantitative sample: State/territory of residence and metropolitan/non-metropolitan

	Number of interviews
Respondents location

Metropolitan

Non-metropolitan

Total

NSW/ACT 

356

195

551

Vic.

289

107

396

Qld

141

178

319

SA/NT

100

39

139

WA

118

42

160

Tas.

16

23

39

Total 

1020

584

1604


	


	Table 5 Quantitative sample: ACMA-commissioned research; mobile phone users, by age and gender

	Number of interviews
Age of respondents
Male

Female

Total

15–17
36

32

68

18–24

80

77

157

25–34

114

117

231

35–44

117

124

241

45–54

112

114

226

55–64

83

92

175

65–74

77

67

144

75 and over

24

35

59

Not stated

2
2
4
Total 

645
660
1305


	


	Table 6 Quantitative sample: State/territory of residence and metropolitan/non-metropolitan

	Number of interviews
Respondents location

Metropolitan

Non-metropolitan

Total

NSW/ACT 

290

158

448

Vic.

235

87

322

Qld

115

144

259

SA/NT

79

35

114

WA

96

35

131

Tas.

13

18

31

Total 

828

477

1305


	


Data analysis 

Results from the survey were analysed using descriptive analysis techniques, and by socioeconomic and demographic factors, to identify any areas with significant patterns or differences. Only results with significant differences are reported in this research.

Sample size 

The sample size limits some analysis by smaller subgroups, such as data at state level or by both gender and age. 

Rounding

Discrepancies may occur between the sums of the component items and totals due to the effects of rounding. 

TIO complaints data

The TIO is a free and independent alternative dispute resolution scheme for small business and residential consumers in Australia who have a complaint about their telephone or internet services. The scheme is industry-funded and operates under Part 6 of the Telecommunications (Consumer Protection and Service Standards) Act 1999. 

Membership of the TIO scheme is mandatory for licensed carriers and eligible carriage service providers who provide services to residential and small business customers. Statistics on complaints handled by the TIO are reported in the TIO’s annual report
 and in the ACMA’s annual communications report. 

Survey questions used to inform the report
Note: this is an extract from the computer assisted telephone interviewing script used during the survey. Other questions included in the survey not directly relevant to this report are not included.
Section 3
Mobile phone capped plans 

3.1 [ALL] Now we have a few short questions on mobile plans. What type of mobile phone payment plan do you use?  Is it… READ OUT [SINGLE]

	Pre-paid 
	1 – GO 3.10

	Or a contract or plan where you are sent a monthly bill
	2

	[DO NOT READ OUT] Don’t know  
	98 


1.1 [CODE 2 ABOVE] Do you personally have a mobile capped plan?

[IF NECESSARY] Definition of capped plan: Typically a capped plan includes an agreed minimum price per billing period for the use of services to a certain value. For example, $49 cap with $500 worth of calls and text. 


	Yes
	1

	No
	0 – GO TO 4.1

	Don’t know
	98 – GO TO 4.1


1.2 [CODE 1 ABOVE] And why did you take up this capped plan?  DO NOT READ OUT, MULTI

	Part of a bundling service
	1

	Value for money
	2

	Features included
	3

	New handset / Free handset
	4

	Free calls/texts/etc offered for family/friends on the same network
	5

	Knew what I had to pay each month / Budgeting
	6

	That’s all I was offered / No alternatives offered
	7

	Other  [RECORD VERBATIM]
	8

	Don’t know
	98


1.3 [CAP RESPONDENTS IE CODE 1 @ 3.2]  Thinking about the bills you have received in the last year, how often have you exceeded your capped plan? Would it have been… READ OUT, SINGLE

	Every time/12 months
	1

	7 - 11 times/months
	2

	3 - 6 times/months 
	3

	1 - 2 times/months
	4

	Never 
	5

	DO NOT READ OUT] Don’t know
	98


1.4 [CAP RESPONDENTS IE CODE 1 @ 3.2] Do you track or monitor your mobile phone expenditure between bills?  

	Yes 
	1 – GO TO 3.7

	No
	0

	Don’t know 
	98 – GO TO 3.7


1.5 [CODE 0 @ 3.5] Why don’t you track your expenditure? 
	It’s confusing
	1

	I didn’t know I could do it
	2

	I don’t know how to track my mobile phone expenditure
	3

	Can’t be bothered/tracking not of interest
	4

	Other [RECORD VERBATIM]
	5

	[DO NOT READ OUT] Don’t know
	98


1.6 [CAP RESPONDENTS IE CODE 1 @ 3.2] How satisfied are you with the options given to you by your mobile provider to track your mobile phone expenditure?   Are you… READ OUT  
	Very satisfied 
	1

	Satisfied
	2

	Neither satisfied nor dissatisfied
	3

	Dissatisfied
	4

	Very dissatisfied
	5

	[DO NOT READ OUT] Not aware of options
	97

	[DO NOT READ OUT] Don’t know
	98


1.7 [CODE 4 or 5 @ 3.7] Why are you dissatisfied? 

RECORD VERBATIM  

1.8 [CAP RESPONDENTS IE CODE 1 @ 3.2] Do you know what is included or excluded in your mobile plan?  

	Yes 
	1

	No
	0

	Don’t know 
	98


1.9 [CODE 1 @ 3.1] And why do you have a pre-paid plan?  DO NOT READ OUT, MULTI

	To control my spending / budget
	1

	A plan/contract was too expensive
	2

	I was given the phone
	3

	Didn’t want to sign a contract
	4

	Didn’t have the credit to get a post-pay phone
	5

	Other  [RECORD VERBATIM]
	6

	Don’t know
	98


2 Overall satisfaction
2.1 [ALL] Overall, how satisfied or dissatisfied are you with your mobile phone service?  Would you say you are… READ OUT, SINGLE  

	Very satisfied 
	1 – GO TO 5.1

	Satisfied 
	2 – GO TO 5.1

	Neither satisfied nor dissatisfied
	3

	Dissatisfied
	4

	Or, very dissatisfied 
	5

	[DO NOT READ OUT] Don’t know
	98


2.2 [CODES 4 & 5 ABOVE] Why are you dissatisfied with your mobile service?  DO NOT READ OUT, MULTI

	Too expensive 
	1

	Bad customer service 
	2

	Data limits are too low
	3

	Data rate/ speed is too slow 
	4

	Data downloads are too expensive
	5

	Bad mobile reception/ coverage 
	6

	Trouble with billing/ costs always changing 
	9

	Hard to get through to providers 
	11

	Line drop-outs
	12

	Poor mobile coverage/I am unable to get reception in certain areas
	13

	Other [RECORD VERBATIM]
	14

	Can't say
	98


2.3 [DISSATISFIED, IE CODE 4 OR 5 @ 4.1] What actions, if any, have you taken in the last 12 months in response to any dissatisfaction with your mobile services?  DO NOT READ OUT, MULTI  

	Contacted the service/ content provider 
	1

	Filed the complaint with the telecommunications industry ombudsman 
	2

	Changed to a different service provider 
	3

	Changed to a cheaper service plan or capped plan 
	4

	Mentioned problem to friend/ family/ colleague at work/ word of mouth 
	5

	Wrote letter to newspaper 
	6

	Blog entry/ chat forum 
	7

	Called a talkback radio station 
	8

	Complained to ACMA (Australian Communications and Media Authority) 
	9

	Complained to member of parliament 
	10

	Disconnected the service 
	11

	Contacted TV station 
	12

	Contacted retail outlet 
	13

	No action taken/ none 
	14

	Have not been dissatisfied/ not sufficiently dissatisfied to take any action 
	15

	Other [RECORD VERBATIM] 
	16

	Can't say
	98


� The ACMA Communications Report 2008–09.


� ACMA commissioned research, November 2009.


� ACMA, Communications Report 2008–2009.


� ACMA commissioned research, April 2009 (N=1,604).


� Market Clarity Voice Service Provider Database, 1 June 2009.


� Post-paid and pre-paid figures do not include wholesale services.


� CTN tip sheet: Avoiding Mobile Phone ‘Cap’ Traps, November 2008. � HYPERLINK "http://www.ctn.org.au" ��www.ctn.org.au�.


� ACMA, Convergence and Communications: Australian Consumer Satisfaction with Communications Services, 2009.


� ACMA, Communications Report 2008–2009.


�'wrong plan’ is a category used by the TIO complaints statistics.


� � HYPERLINK "http://www.tio.com.au" ��www.tio.com.au� 


� TIO annual report available on � HYPERLINK "http://www.tio.com.au" ��www.tio.com.au�







