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The situation of the economic players changes according to the 

stages of growth of their market and the local characteristics. 

Analysis of the spectacular success of mobile operators in Africa 

between 2004 and 2010 (MTN, Milicom, Orange, Orascom, Zain, 

etc) in the low income segment is relevant for every business 

unit willing to offer a service to consumers in emerging markets. 

By implementing an innovative focused strategy, these opera-

tors have made the low income segment a significant driver of 

expansion and a solid base of profitability. 

 Let’s quickly summarize the background. Over the period of 

time between 1990 and 2004, two phenomena occurred. On the 

one hand, African countries equipped themselves with a mobile 

network:  from 20% in 1993, to all of them in 2001. On the other 

hand, the mobile market has been progressively deregulated, 

going from 80% of the countries in a monopoly situation in 1998 

to 20% in 2004. The telecoms operators present launched their 

activity by concentrating on the top of the income pyramid (high-

end segment), with a profile of urban and well-to-do people. The 
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revenue per user (Average Revenue Per User – ARPU in telecoms 

lingo) was at a good level of around 20 Euros. Very quickly, the 

acquisition of new customers proved to be more complicated and 

the rates of penetration in 2004 stabilized at around 7% across 

the entire continent. 

Nonetheless, during the years of 2003-2004, market studies revea-

led the need to address the low income segments. They showed 

that this market potential could be transformed into business 

for the operators by adapting the marketing and the pricing. In 

addition to providing an understanding of the usages, this ana-

lysis made it possible to quantify the potential of the different 

segments in emerging countries. The categories of segmentation 

include very narrow high income and middle income segments, a 

wide low income segment and, at the base of the pyramid, a very 

low income segment that is just as wide.

 African operators therefore engaged a new strategy domi-

nated by the acquisition of customers so as to maximize their 

market share, starting in 2004-2005. They sought to reach a 

wider public, urban and suburban, with daily revenue situa-

ted between 4 and 40 dollars. For purposes of comparison, a 
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French person disposes, on average, of 160 dollars per day. 

Thus, from 2005 to 2009, they experienced a strong growth 

of around 40% per year, making the African mobile market the 

world’s leading mobile market in terms of growth over this pe-

riod of time, along with the Chinese market. The rate of EBITDA, 

between 55% and 80%, was far superior to that of mobile ope-

rators in continental Europe, which was between 30% and 45%. 

This differentiated strategy, referred to as a dual strategy, is 

based on two key points: maintaining the value obtained from 

the customers at the top of the pyramid by gaining their loyalty;  

reaching the customers with the lowest income. As a result, 

the actors had to radically dissociate their marketing approach: 

on the one hand, the focus was on retaining value and, on the 

other hand, the focus was on increasing volume. These opera-

tors abandoned their positioning as technological companies and 

developed their core business based on mass market in the low 

income segment.
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 Three major areas of marketing and pricing innovation made it 

possible to succeed in a volume strategy in the low income seg-

ment. First of all, expansion of the prepaid method of payment, 

which will quickly be improved with micro-prepaid, offered the 

flexibility required by the market. Users can pay the amount that 

they need, based on their available revenue, by going to a resel-

ler in their neighborhood. And how could subscriptions take off 

in countries where the rate of penetration of banking services 

is approximately 5%? This method of payment eliminates the 

risk for operators and guarantees the generation of cash. Today, 

prepaid in Africa represents 98% of the market. Second key area: 

controlling costs. With an ARPU of 5 to 15 dollars per month (vs. 

50 to 80 dollars in Europe), the ability to generate economies of 

scale becomes essential. Thus, in India, Bharti decided to pool re-

sources for its service platforms and equipment network with its 

competitors, thereby reducing the maintenance and deployment 

costs of a reliable network. This economic model is becoming 

widespread and it is very likely that this operator will deploy 

its strategy in Africa. The third area is at the heart of the other 

two. In countries where income and rates of literacy are low, 

the simplicity of the offers is crucial: it’s a condition of success. 
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 Analysis of the usages has also permitted the development 

of services that are perfectly adapted to the target market seg-

ments. For instance, MTN Zone offers its customers to consume 

based on the place and time of usage, with price reductions that 

can reach 95%. This service offers the user a real reduction and 

for the operator it helps to build customer loyalty, while also ba-

lancing the load on its network. The creation of price elasticity 

has also facilitated the adoption of offers by subscribers from 

the low income segment. For instance, the “Tigo lends you” of-

fer in Latin American countries gives calling credit to a customer 

that has been active for 6 months and who has exhausted his 

account. The next time he recharges his calling credits, he will 

receive credit for 42 cents (in dollars) for 40 cents spent. The offer 

attracts customers and reinforces the profitability of the offer.

Thanks to progressive adaptation, mobile operators have been 

able to reconcile both segments of the dual strategy in a constant 

quest to optimize overall consumption. This convergence gives 

way to the creation of a global ecosystem in which subscri-

bers from the high income segment contribute to the usages 

of subscribers from the low income segment, and thereby en-

courage the adoption of services in this segment. The “Me 
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to You” service thus allows the transfer of airtime from well-

off customers to those with lower income. Another example, 

the “Call Me” service, allows a person with modest resources 

to be called back. In this ecosystem, the operator benefits 

overall because its call volume increases and bonds are crea-

ted which encourage loyalty to the network and the brand.

The acquisition of customers from the low income segment also 

correlates to the proposal of value added services in order to  

optimize income and build customer loyalty. The development of  

cross-sector partnerships, like those of telecom operators with 

players from the retail banking sector and from the Media, made 

it possible to launch differentiating offers. In this way, person to 

person mobile money transfer by mobile phone became available 

in Asia and Africa before it did in Europe, and as early as 2006. In 

2009, 30% of money exchanges in Kenya took place via mobile 

phone with more than 9 million active mobile money transfer users.

 This strategy provides a wealth of information. The success 

of the prepaid model may spark the development of other ser-

vices that are typically associated with a “postpaid” model of 

subscription: pay television, water, electricity, etc. As such, 
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Veolia Environnement Maroc has put in place a previously unheard 

system of automatic fountains based on a prepaid subscription, 

“Saqayti”: this solution permits individualized and rationalized 

distribution of potable water in localities and rural areas that are 

lacking individual service lines. The “Saqayti” automatic fountain 

exists in the form of an apparatus serving as a distribution unit. It 

functions with the use of an electronic key that gives access to po-

table water. For each targeted neighborhood, a list of beneficiary 

households is sent by the concerned town. Each key is credited on 

a monthly basis with a volume of water that corresponds to the 

free amount allotted by the town, which is communicated to the 

commercial agencies of the Veolia Environnement Maroc Group.

 By 2010, a large portion of the telecoms markets in African 

countries are going to reach a new level of stagnation in their 

growth. This slow-down is not the result of saturation of the global 

market, but is due to the targeted market to date. The urban and 

suburban areas have been the priority for mobile operators since 

the origin because of the technical and commercial constraints of 

covering rural areas (access to energy sources, cost of deployment 

of “standard” radio sites, distribution network, etc). However, the 

urban and suburban areas only represent a third of the African 
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population. The potential room of growth for operators is, thus, 

based on the two-thirds of the African population living in the rural 

areas and making up the very low income segment, with income 

of less than 4 dollars a day.  Access to this segment would make 

it possible to move from a penetration rate of 40% to 80%; provi-

ded that an acceptable level of profitability could be maintained.

Recognizing the size of the potential market in rural zones in 

the African countries, new entrants in the sector of telecoms 

equipment manufacturers and certain traditional players have 

committed themselves to the development of new mobile so-

lutions that are perfectly suitable for rural area. These inno-

vations considerably reduce the threshold of acceptability of 

technical and commercial constraints in the deployment of the 

mobile network. They are going to allow mobile operators to 

refine their business development plans in these new markets.

Next, the operators will have to adapt their services and, once 

again, commit to an innovative approach to marketing and pricing 

in order to fully succeed in the very low income segment. Tree new 

services illustrate the ongoing tests of the operators. The “virtual 

SIM card” offer from MTN makes it possible to have several num-
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bers using one telephone and a single SIM card, and thus one can 

have several prepaid accounts. The price of the mobile handset, 

even as low as about 30 dollars, still remains one of the last bar-

riers to entry. Another example, the “PCV” service (reverse-charge 

calling service) from a mobile phone, without an operator, has just 

been launched with success. Finally, UTL has launched a low-cost 

mobile handset in Uganda that only uses solar energy to recharge.

Proximity with the subscriber is also key. Covering 400,000 Afri-

can villages by a mobile network is complex to implement using 

traditional means. The distribution has to go to the customer. 

The Orange Foundation already finances mobile clinics that 

patrol the roads of Senegal, Mali and the Ivory Coast to offer 

consultations and ophthalmic operations to people who lack the 

means to consult a professional. In this way, the operator has 

succeeded in reaching the neediest populations, in selling pro-

ducts without giving charity and, lastly, in creating a new mar-

ket while also generating volume. At the heart of the telecoms 

market, the logic of Village Phones is related to this approach. 

The experiment launched by Grameen Telecom in Bangladesh, 

and extended to Uganda and Rwanda, made it possible to help 

women create their own Village Phone businesses: once given 
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a phone, the subscriber is encouraged to provide the services 

to the people in the adjoining area, covering both outgoing 

and incoming calls. The operators receive compensation that is 

twice that of the national average per resident. The number of 

indirect jobs created is estimated at 100,000 (intermediaries, 

agents, entrepreneurs, suppliers and Village Phone operators).     

 Implementation of these kinds of offers creates a means of 

building loyalty among this new clientele. In fact, the low bar-

riers to entry (absence of commitment related to a subscription, 

variety of pricing offers) which make it possible to encourage 

subscribing to these new services have the inverse effect of fa-

voring an “official” churn rate of a rare intensity. Building loyalty 

among this market segment thus becomes a key issue and diffe-

rentiation of the actors vis-à-vis their competitors is necessary. 

However, this form of customer loyalty differs from the European 

perception. In Africa the rate of multi-sim use is estimated at 40%: 

the use of several sims by the same customer is common and 

makes it difficult to gauge loyalty. This is the reason why any mar-

keting or pricing innovations must be assessed with respect to 

loyalty to the network and the brand. Offers such as “MTN zone”, 

“Me to You” or “Friends and Family” contribute to the loyalty.
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In general, acquisition of the very low income segment requires 

modification of the ecosystem (sharing of revenue and costs). 

The operators will be led to reconsider its organization, if appli-

cable, by creating new specialized entities. Redefinition of the 

existing relationships between the players in the ecosystem 

should also be anticipated in terms of density of the distribu-

tion network, in order to reinforce proximity to the customer, 

as well as management of points of sale and lobbying the regu-

lator. Also, new partnerships will be created. The operator will 

call upon third party actors for the expansion of the distribution 

network, to develop a powerful brand built around social and 

community values, and even to launch its new low cost brand.

The strong economic potential of this new segment, particularly 

in rural areas, offers mobile operators a growth opportunity, but 

also constitutes a threat for the large Pan-African brands such 

as MTN, Vodacom, Zain or Orange. If this market is left vacant 

for a long time, new entrants will be able to develop their bu-

siness there using new weapons. The economic impact of the 

mobile phone may lead governments and regulatory authorities 

to negotiate with niche operators, as it was the case in South
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Africa when Vodacom and MTN declined the opportunity to  

develop their business in certain rural areas and remote areas. 

The capacity of telecoms operators to seek out business acti-

vity in places where no one saw the potential 10 years ago is 

an example of true segmentation by income. As a model for 

other sectors, this approach is also taking place at a time when 

technologies are being used to help develop societies, as nume-

rous studies (World Bank, ITU, AFD, BearingPoint) have shown. 

It provides the possibility of creating a profitable and lasting  

business because it brings sustained growth to the economic  

activity of countries.

Emmanuel de Gastines, Jean-Michel Huet, Marc Velten and  

Mouna Romdhane


