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Telecommunications is a significant and growing sector of the UK economy. The overall turnover of the telecoms industry grew by 6% in 2003 to £50.8bn (US$92.3bn). 

Since the privatisation of the incumbent operator BT in 1984, competition has developed strongly. There are now approximately 170 fixed telecommunications providers, 5 mobile providers, 59 mobile service providers and 700 Internet service providers. 

The CWU has over 70,000 members working in the UK telecommunications sector.  Around three quarters (54,234) are employed in BT with the remainder located in over 30 telecoms companies.
FIXED VOICE MARKET IN DECLINE 
Historically, telecommunications has been driven by growth in basic fixed telephony.  However, more recently growth has been concentrated in so called ‘new wave’ services such as broadband and mobile.  New wave services have off set a continued decline in fixed voice market revenues which fell by £400m (US$726m) in 2003 due to pricing competition and flat call volumes.

The decline in the traditional fixed voice market represents a major business challenge to BT which in the past has relied on fixed voice services as its most stable and important revenue stream.  In its latest quarterly financial results, BT reported that its revenues from traditional services had fallen by 6%, while revenues from new wave services had grown by 32%, resulting in an overall decline of 0.4%.  

BT’s market share of all fixed call volumes fell from 69% to 67% in the year to March 2004, reflecting competition from cable and other direct access providers as well as from carrier pre-selection (CPS).   CPS allows customers to use an alternative supplier for their fixed line service, without the need to change their phone number or line.  There are now between 20 and 30 competitors in this market and around 3.5 million lines with CPS services.  
MOBILE SPENDING INCREASES
Consumer spending on mobile services now exceeds spending on fixed line phone calls in the UK.  The last few months have seen the four main mobile network providers (Vodafone, Orange, T-Mobile and mm02) begin to roll-out third generation (3G) data services with the launch of laptop datacards.  All four networks hope to offer mass-market consumer 3G handsets by the end of 2005.  A recent entrant to the market, 3UK, is also offering 3G services and is beginning to build a subscriber base.  86 per cent of UK households contain at least one mobile phone, and 21 per cent of consumers now regard their mobile as their main device for making and receiving calls.   Competition in the mobile sector remains strong, stimulated by numerous mobile virtual network operators and the re-entrance of BT to the sector.
BROADBAND STRIDES AHEAD
The total number of broadband subscribers in the UK stood at 4.4 million in June 2004, up from around 2 million a year ago. The UK is seeing 50,000 new broadband subscribers every week and is set to have 5 million broadband subscribers by September 2004.  The level of broadband penetration in the UK, measured as subscribers per 100 population, is now comparable to most European countries although it is still behind the USA, Japan and most notably Korea.   Broadband services are now available to more than 85% of UK households and are predicted to reach 99.6% of households by the summer of 2005.
Broadband services supplied by cable companies NTL and Telewest represent 53% of the UK broadband market, whilst the other 47% is provided by operators using ADSL technology.  BT has a 42 per cent share of the ADSL market, followed by AOL (13 per cent), Tiscali (10 per cent), Wanadoo (8 per cent) and Pipex (5 per cent).  
NEXT GENERATION NETWORKS WILL MAKE PROFOUND CHANGES
BT is currently developing what it calls its ‘21st Century Network’, and what other telecoms companies generally know as ‘next generation networks’ (NGN).  NGN will allow the integration of existing separate voice and data networks into a much simpler and more flexible network using packet switching and IP protocols.   One notable service that is set to appear as a result of NGN is VoIP, which will allow voice calls to be carried over the internet at a significantly reduced cost.
There are many uncertainties around the timing and take-up of VoIP services, but there is no doubt that VoIP raises profound regulatory, financial and staffing implications which most players have not yet seriously thought through.   It is not yet clear exactly what BT’s 21st Century Network will mean for staffing in the company, and how it will affect staff numbers, skills and locations.  However, we do know that it will require fewer exchanges and buildings and lower levels of network staffing.  VoIP may also increase the remote sourcing of call centre work to low wage economies, since it allows calls to be redirected anywhere in the world at no extra cost.
CWU PRIORITIES

Against this background of significant change in the telecoms industry, the CWU stands for:

· Promoting and protecting the interests of our members in a telecoms sector facing a major recessionary challenge.  To put the case for the “New Wave” growth opportunities that exist within the sector; to stress the sector’s major role in the economic health of the nation and the need for good and effective corporate leadership of a successful UK Telecoms industry.

· Making the CWU the “Union of Choice” for all workers in the communications sector.

· Becoming the leading voice for all telecoms workers, by working for “best in class” pay, conditions, pensions, employment practices and to promote the right of all workers to enjoy their working lives free from stereotyping, prejudice and unfair discrimination.

· Taking a leading role in the debate for the regeneration of the telecoms industry, by mobilising telecoms unions and engaging with employers and governments to share a new vision for the industry – one that is not based on unfair regulation, corporate greed or corruption - but one that produces quality service and jobs, exploits the opportunities for higher value services and provides the opportunity for the workforce to increase their skill base.

· Promote a debate on the need to regenerate UK manufacturing capacity in the supply of telecoms equipment.

· To work with Government and other public authorities for a greater involvement in telecoms policy, and a greater commitment to encouraging investment and promoting the use of high-speed Internet access and help struggling 3G mobile phone developments.

· Argue that local authorities should be encouraged to launch initiatives on broadband infrastructure.

· To work with the National Executive Council on the union’s public ownership policy and to campaign for a model of regulation which is more socially and public policy focused, which supports the case for further public control to fully and rationally develop the UK telecommunications industry.

CWU Research

August 2004

RD04/08/179
Visit the CWU website at www.cwu.org
Visit CWU General Secretary Billy Hayes’s blog at www.billyhayes.co.uk
_1119945931.doc


CWU RESEARCH












