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Africa remains the great growth mar-
ket of the telecoms world. Mobile pen-
etration is forecast by Informa Telecoms & 
Media to be just shy of 60 per cent across 
the continent by the end of 2011, and still 
not through the 80 per cent barrier in fi ve 
years’ time, at the close of 2016. At the 
end of June 2011 there were still 24 African 
countries where penetration was less than 
50 per cent. 

And it will be mobile driving the growth. 
The diffi culties inherent in delivering fi xed 
connections in Africa are refl ected in the 
fi gures for broadband 
connections. House-
hold penetration for 
broadband in Africa 
is expected to be 
just 3.73 per cent at 
the end of this year, 
or 0.67 per cent for 
population penetra-
tion. By 2016, Informa 
forecasts that house-
hold penetration will 
still not have broken 
ten per cent. 

With the majority of 
Africans likely to have 
their fi rst experience 
of the internet over 
mobile networks, 
smartphones will play 

an important role. As a share of overall hand-
set sales, smartphones will grow from 14.3 
per cent in 2011 to 29.2 per cent in 2016, 
helped by the availability of lower priced units 
from the Far Eastern manufacturers. 

And yet Africa is a pioneering region 
for the mobile communications industry 
in some respects. Cross-border tariff 
structures and mobile fi nancial services are 
two developments that have had key early 
moves in Africa, and innovative services that 
address the lack of traditional infrastructures 
as well as the low-ARPU business model will 

continue to thrive in the region. 
Growth is all the more essential as ARPU 

is on the decline. Figures from Informa show 
that African monthly ARPU had dropped 
to US$8.94 by June 2011, down from 
US$10.15 in September 2009. 

It’s a market where margins are wafer 
thin, but where the various players within 
the telecoms community continue to in-
novate and evolve, all the while delivering 
vital  services that have the power to change 
the lives of the people and communities at 
which they are targeted. ■

 2011 2012 2013 2014 2015 2016

Penetration 59.81% 66.50% 71.30% 74.90% 77.55% 79.48%

Subscriptions 639,053,900 726,547,700 706,091,500 854,288,100 903,293,500 945,323,100

Source: Informa Telecoms & Media

Source: Informa Telecoms & Media

 2011 2012 2013 2014 2015 2016

Penetration (h/hold) 3.73% 4.50% 5.34% 6.11% 6.96% 8.28%
Subscriptions 7,203,000 8,906,800 10,836,600 12,955,100 15,151,100 17,344,500

Source: Informa Telecoms & Media

  2011 2012 2013 2014 2015 2016

Sales (m)  16.21 20.59 26.71 34.89 42.84 48.24
% of overall handset sales  14.3% 16.0% 18.9% 23.0% 27.0% 29.2%

Forecast for fi xed broadband uptake in Africa

Forecast for mobile uptake in Africa

Forecast for Growth of smartphone ownership in Africa

Growing 
the distance

Editorial
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Aim for the best:
Broadband for everyone
As I sit down to write these words, we 
are fast approaching the fi rst anniversary 
of an historic event which saw the Broad-
band Commission for Digital Development 
present its fi rst paper to United Nations 
Secretary-General, Ban Ki-moon, ahead of 
the UN summit on the Millennium Develop-
ment Goals (MDGs).

The UN’s Development Goals were set 
out in 2000 with a 15-year path to comple-
tion. The aims, which include eradicating 
extreme poverty, reducing child mortality 
rates, fi ghting disease and epidemics, and 
developing a global partnership for develop-
ment, are both noble and achievable. The 
ICT sector has a clear and defi nable role to 
play in meeting the MDGs.

The Broadband Commission was es-
tablished in 2010 as a joint initiative by the 
ITU and the United Nations Educational, 
Scientifi c and Cultural Organization (UN-
ESCO). Its stated purpose is to promote the 
deployment of high-speed, high-capacity 
broadband connections to the internet as an 
essential part of modern infrastructure, with 
considerable economic and social benefi ts 
in countries at every stage of development.

I believe one day broadband will be as 
widespread and easy to access as electric-
ity. Some critics will be quick to point out that 
not everyone has access to electricity; that it 
is this, along with running clean water, food 
and healthcare that the UN should focus its 
attention on rather than broadband. After all, 
broadband is a relatively recent technology, 

even for those of us fortunate enough to be 
living in wealthier parts of the world.

But I think it is very clear that the devel-
oping countries need everything; of course 
people need drinking water and better 
health and education, but above all there 
is a necessity for development of human 
capital, and broadband is a way of ensur-
ing that human capital develops effectively. 
There have been countless studies to 
demonstrate the link between broadband 
penetration and an improvement in GDP—
with an associated rise in the standards 
of education, healthcare and all of life’s 
genuine essentials.

Some people argue that the rise in inter-
net access is a by-product of a strengthen-
ing economy. They say other factors are 
pushing up GDP, and that greater broad-
band penetration is an incidental side-effect 
rather than a contributing factor. I say the 
cause and effect dynamic at play here is 
irrelevant. Of course an improving economy 
will enjoy better broadband internet access. 
But clearly better broadband access will 
lead to improved communications, knowl-
edge sharing and wealth creation.

This is not a ‘chicken or egg?’ argument. 
Decisions of global importance are not 
about ‘either-or’. This is not an argument for 
broadband at the expense of other develop-
ment. Develop broadband at the same time 
as pursuing other strategies for meeting the 
UN MDGs and use broadband as a catalyst 
for greater development.

In 2010 the BBC commissioned GlobeS-
can to survey 27,000 adults in 26 countries 
and the results revealed that access to the 
internet is no longer considered a luxury 
item—It is now deemed a fundamental right 
by consumers. 

  Technology adoption in emerging markets 
does not need to dogmatically follow the same 
progression path that its evolution created. 
Businesses and governments can shortcut 
to certain advantageous tried and tested 
technologies; technologies whose price-point 
has been pushed down thanks to scale and 
competition in the developed world. And also 
thanks to technology companies emerging 
from developing markets that have lower 
operating costs than Western rivals.

Broadband applications and services are 
becoming more and more embedded in our 
societies. And they will prove essential in 
the future—not only in efforts to reach the 
MDGs by the target year of 2015, but also to 
help sustain our quality of life.

The Broadband Commission’s latest 
report gives an overview of the quickly ex-
panding range of services that are boosted 
by broadband, including e-commerce. 
According to one analysis, in 2012 more 
than a billion people worldwide will spend 
over US$1tn on business-to-consumer 
transactions, while the value of business-
to-business trade will be ten times greater. 
Banking is also a fast-growing application 
carried over broadband. For mobile devices, 
m-banking is particularly signifi cant in devel-

Simple connectivity is no longer enough, says Dr Hamadoun 

Touré, Secretary General of the ITU. Citizens of 

all countries need the benefi ts of true broadband.
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oping countries, where many people would 
not otherwise have access to such services.

Governments, too, are increasingly using 
broadband to provide online portals through 
which citizens can receive information and 
interact with the administration—so-called 
e-government. The teaching of children and 
the training of professionals can be delivered 
through broadband video and other applica-
tions. This has the potential to take educa-
tion and many new opportunities to every 
school or home, however remote.

Healthcare is potentially one of the most 
important areas where broadband can make 
an impact. It has been estimated that at 
least $5.5tn is spent worldwide on providing 
healthcare, but cost savings of between ten 
and 20 per cent could be achieved through 
the use of telemedicine delivered by broad-
band. And if such systems are not put in 
place, many people could remain deprived 
of adequate care: a World Health Organiza-
tion report revealed an estimated shortage 
of more than four million medical staff world-
wide, with the situation being most severe 
in the poorest countries. Medical advice, 
monitoring, diagnosis and training delivered 
through broadband can help a great deal to 
overcome these gaps—in richer countries 
too, with their ageing populations. 

Scientifi c research on a major scale is 
greatly assisted by broadband networks. 
Not only can researchers now exchange 
vast amounts of data of all kinds extremely 
quickly, but new methods have emerged for 
tackling highly complex topics. Distributed 
or ‘grid’ computing permits thousands of 
small computers to be joined together to 
analyse and share huge amounts of data.

The power of broadband also underpins 
the collection, sharing and analysis of vital 
data on the environment, gathered via 
satellite, for example, or via direct sensor 
technology. This information can be used to 
predict natural disasters such as fl oods or 
famines. Wireless broadband in particular 
also provides a platform for reliable com-
munications in the event of natural disasters, 
when terrestrial communication networks 
are often damaged or destroyed.

When it comes to power supplies them-
selves, ‘smart grids’ enable electricity com-
panies to limit losses, prevent outages and 
provide customers with real-time information 
they can use to manage their own energy 
use at home or at a business. In addition, 
smart grids make it easier for locally gener-

ated electricity (including from renewable 
sources) to be integrated, stored and shared 
as demand fl uctuates across the grid. 

Broadband networks will also be a cor-
nerstone of ‘the internet of things’, by which 
objects and machines communicate without 
the need for human intervention, making 
processes more effi cient while improving our 
lifestyle. One example is intelligent transport, 
which reduces accidents as well as fuel con-
sumption. All these benefi ts bring greater 
energy effi ciency that, alongside monitoring 
and data analysis, help signifi cantly in meet-
ing the challenge of climate change.

We’re getting much more action-oriented 
now, proving that all this is not empty rheto-
ric. The Broadband Commission has estab-
lished eight working groups to aggregate the 
issue of how broadband can be applied in 
specifi c areas like education or the promo-
tion of multilingualism or indeed in developing 
public-private partnerships. There is a plan 
of action and the matter will be discussed at 
length at the Broadband Leadership Summit 
in October at the ITU Telecom World event in 
Geneva—with the event being overseen by 
Broadband Commission co-chairs H.E. Mr 
Paul Kagame, President of Rwanda, and Car-
los Slim Helú, Honorary Lifetime Chairman of 
Grupo Carso.

Indeed, events such as AfricaCom and 
Telecom World 2011 are essential for the 
exchange of information and ideas. What we 
need to do is get the message out to make 
it important to the rest of the world. That’s 
why at Telecom World 2011 we’re seeing 
young innovators and digital innovators 
working with NGOs rub shoulders with gov-
ernment leaders and industry CEOs to help 

We need to see 
the same kind of 
rapid and equit-
able spread of 
broadband that 
we have already 
witnessed with 
mobile cellular.

demonstrate the social and economic ben-
efi ts of enhanced global communications.

Nowadays, some 30 per cent of people 
worldwide are internet users. In developed 
countries, around half the population has mobile 
broadband and about a quarter has fi xed (wired) 
broadband. In developing countries, however, 
the fi gures are a small fraction of these, at 5.4 
per cent for mobile broadband and 4.4 per cent 
for fi xed (estimated, end 2010).

Broadband subscriptions cost under 2.5 
per cent of Gross National Income (GNI) per 
capita in the 40 most connected nations. At 
the other end of the scale, in the 30 countries 
with the lowest level of broadband penetra-
tion—most of them UN-designated Least 
Developed Countries—broadband subscrip-
tions cost over 100 per cent of per capita 
GNI. Seen in this light, it is little wonder that 
most of the developing world is not enjoying 
fast connectivity.

Simple connectivity is no longer enough. 
We must strive to bring affordable fast 
broadband access within reach of people, 
businesses, and governments everywhere. In 
short, we need to see the same kind of rapid 
and equitable spread of broadband that we 
have already witnessed with mobile cellular.

I’m a great believer in the power of 
collaboration. Working together, we can 
achieve so much more than working alone. 
ICTs are by their nature a collaborative tool, 
so let’s embrace that spirit and apply it to 
the way we develop and deploy tomorrow’s 
technologies. In the deployment of broad-
band networks, there’s so much to gain 
for all players – governments, operators, 
manufacturers, software developers, and of 
course, end users. ■
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All along 
the cell towers 
Towards the end of September 2011, Af-
rican tower management fi rm Eaton Towers 
secured equity funding worth $150m from 
Capital International Private Equity Funds 
(CIPEF), a private equity investor focused 
on emerging markets. The investment came 
almost a year after Eaton secured its fi rst 
customer, Vodafone Ghana, and will be 
used to build up its tower portfolio in exist-
ing and new markets. 

Tower sharing is a slow moving market. Dur-
ing our fi rst interview, Harper said he anticipat-
ed that the sales cycle would be long winded, 
given that it had taken two years from the 
inception of the company to get its fi rst contract 
underway. Although the concept of tower shar-
ing had already taken off in more established 
markets, there was considerable reluctance 
from African operators to hand responsibility of 
their infrastructure to a third party. 

Once the deal is in place, all the manual 
labour and process a company like Eaton 
has to go through regarding the towers, 
generators and security needs to be ad-
dressed. Challenges include the securing 
of land leases, the building of compounds, 
applying security and arranging refuelling for 
the power sources. 

“The biggest trend over the last 18 
months is that at the start of this timeline, 
operators were new to the idea of tower 
sharing and hadn’t got their heads around 
what they wanted to do as far as sharing is 
concerned,” says Harper, who in a previous 
incarnation was director of strategy for the 
Vodafone Group. “But now we’re seeing all 
the big operators come out with some sort 
of plan in the tower sharing space, so they 
are now pursuing discussions with us and 
other tower companies.” 

Activity in this area was given momentum 
by Vodafone Ghana, which signed a ten-year 
contract with Eaton in late 2010. Eaton took 
over the operations and co-location manage-
ment of 750 telecom towers for the Ghanaian 
operator and is also developing the existing 
infrastructure and building new towers. Over 
the life of the contract Eaton expects to invest 
up to $80m on upgrading and improving the 
existing towers and on improving Vodafone’s 
coverage in Ghana.

“It’s a very long, complex process,” 
Harper says. “The operators are under a lot 
more fi nancial pressure. There’s pressure 
on margins and lots of growth in data traffi c, 
coverage and services, which puts extra 

pressure on economics, forcing operators to 
add more base stations. You have to build 
out networks while cutting down capex for 
new builds and opex for running them.” 

One option for operators is to look at tow-
er sharing. According to Harper, the passive 
tower infrastructure, that is the property, 
security, generator, and the tower itself, 
makes up 50-60 per cent of the operating 
costs for an operator. “So one of the ways 
to tackle these issues is to sweat the assets 
and share the infrastructure. Operators can 
share between themselves or increasingly, 
can talk to people like us and bring in spe-
cialists focused on this business. This ap-
proach is fi nding more favour, as operators 
realise it’s a specialist business and it’s best 
not to leave it as a sideline activity carried 
out by an internal team.”

Harper says that Eaton has identifi ed four 
different types of operators: The fi rst type is 
the operator that has made the decision that 
network coverage does not have the same 
strategic importance as it did years ago. 
And as most operators in a given market 
have pretty even coverage they see it as a 
way of driving down operating costs. Sec-
ond are the operators interested in selling »

We fi rst spoke with Alan Harper, CEO of Eaton Towers prior to 

AfricaCom 2010, shortly after the company secured its fi rst 

African customer—Vodafone Ghana. Almost a year down the line, 

we caught up with him again to discuss how Eaton, and the 

business of tower sharing, is developing.
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towers as a way to raise cash in the short 
term. A third group comprises carriers that 
are not interested in selling as they don’t 
need cash and don’t see any advantages in 
selling, but that may need someone to come 
in and professionally manage the towers 
and market them to increase their tenancy 
ratio. Finally there are those operators with 
a signifi cant strategy advantage, those that 
have more coverage than their rivals, and 
they don’t want to give that up.

Eaton is not the only organisation to have 
identifi ed the African tower management 
opportunity and there are three principal ac-
tors in the African sector: Eaton, Helios and 
American Towers. And given the lengthy 
sales cycles involved and the high prices 
such deals command, it’s surprising to 
discover that competition isn’t as cutthroat 
as one might expect. 

At the time of its deal with Eaton, Voda-
fone Ghana, the country’s third largest 
carrier, said it expected to benefi t from cost 
savings and signifi cantly reduced capital 
expenditure, while co-location and shared-

infrastructure facilities sold to other mobile 
operators would generate revenues from 
separate long-term contracts. Eaton has 
since added MTN Ghana, Millicom (Tigo), 
Zain and Kasapa to its client list in the 
country, while rival tower fi rms Helios and 
American have also started up business in 
the market. 

In December 2010, MTN embarked upon 
a tower sharing venture with American 
Tower, establishing a Ghanaian joint venture, 
TowerCo Ghana, 51 per cent held by Ameri-
can and 49 per cent held by MTN, with the 
operator as the anchor tenant, on com-
mercial terms, on each of the towers being 
purchased. The transaction involved the 
sale of up to 1,876 of MTN Ghana’s existing 
sites to TowerCo Ghana for an agreed price 
of up to $428.3m. TowerCo Ghana will also 
build at least an additional 400 sites for both 
MTN Ghana and other wireless operators in 
Ghana over the next fi ve years.

Millicom, which operates as Tigo, on the 
other hand, has a relationship with Helios, 
to which it sold 1,020 towers in Tanzania in 
December 2010. As a result of the transac-
tion, Tigo received around $80m in cash 
up front and retained a “signifi cant minority 
interest” in Helios. 

It’s a market that sounds intensively 
competitive, but Harper explains that the 
reality is more the opposite. “There are two 
dimensions to competition,” he says. “At 
the time when we’re chasing business, to 
take over an operator’s towers, there’s a 
lot of competition between the manage-
ment companies. But once a portfolio is 
established there’s less direct competition 
as, usually, only one of the three manage-
ment companies will own a tower in the area 
an operator wants to put a base station. So 
it’s not the cutthroat competition you would 
expect as the natural home for a new base 
station is typically on an existing tower.”

Aside from the addition of the other 
Ghanaian operators to its client list following 
the Vodafone deal, allowing Eaton to expand 
its business by building up the tenancy ratio, 
over the last year the only other deals to be 
confi rmed have come from Helios and Ameri-
can. And they are few and far between. The 
reason for this is the long sales cycle, Harper 
says, adding that 12 months is proving to be 
“normal” for a deal to come to fruition. 

“We’ve got three or four deals bubbling 
under and hopefully will be able to come out 
with those soon,” he says. “But the operators 

have to go through an internal valuation and 
due diligence because these deals are very 
big deals. They are quite typically, some tens 
if not hundreds of millions of dollars, with a 
lot of detailed information that needs to be 
put together about the existing tower and 
property portfolios the operators have. They 
also need to understand their own internal 
operating costs for a tower portfolio, and 
how they can fi nd savings through a deal with 
somebody. And for us as the purchaser, we 
have to go through the due diligence process 
and make sure we’re comfortable with what 
we’re buying,” Harper says. Some towers are 
old and not fi t for purpose, while others may 
be very cheaply and poorly built. 

But with the cash injected by Capital Inter-
national, Eaton is now able to put a plan in to 
place to start building up its own towers. The 
company is careful about choosing its op-
portunities. Harper said that Eaton would not 
go into very diffi cult areas in Africa because 
there’s enough to be done in more stable and 
attractive markets. For the model to exist, a 
tower fi rm needs multiple operators typically 
three or four as minimum. The opportunity in 
Africa is that many markets have six or seven 
operators, with low penetration and growth 
still going on. “We’re in discussion with 
operators in east and west Africa and we’re 
seeing quite large opportunities beginning to 
emerge,” Harper says. 

“But we’re also in the early stages of 
building a small tower portfolio in South 
Africa. We’re not buying one from an opera-
tor at this stage, although discussions are 
ongoing, but actually building our own.” 

Naturally, there is more competition 
among the players when building a new 
tower in a new location, but there is also an 
advantage to be had in getting their fi rst. As 
Harper explained, the tower management 
fi rms almost complement each other when 
it comes to coverage provided by existing 
towers, yet increasingly there is demand for 
new buildouts, which in South Africa par-
ticularly is being drive by 3G deployments. 

“We’re defi nitely seeing 3G develop-
ments in many market we operate in. Data 
applications are growing in Africa quite 
signifi cantly,” he says. “Typically you need 
equipment in the 2100-2300MHz band 
and if you’ve got an existing 900MHz or 
1800MHz network for voice you need to 
add new installations to accommodate 
3Grollout, and you probably need new tow-
ers to accommodate this.” ■

The passive tower 
infrastructure 
makes up 50-60 
per cent of the 
operating costs 
for an operator.

Alan Harper
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SPONSOReD AND wRiTTeN BY

Howard Earley 
Plessey

Grasping the infrastructure  
opportunities presented by deregulation 
The nature and extent of the relentless change in telecommunications makes it a domain of 
high specialisation – not just technologically but also at a business and regulatory level. 

However, because of the breadth 
and depth of skills needed to 
understand the full spectrum of 

telecoms options and the ramifications of 
these for customers’ current and future 
business models, very few service provid-
ers have an end-to-end view of which 
technologies are most appropriate in 
which circumstances. Even fewer are able 
to implement the full range of products 
and services needed to underpin any 
given solution. Why? Because delivering 
an end-to-end service requires genuine 
depth of expertise, best-of-breed equip-
ment, a next generation service provider 
and, crucially, the ability to build the 
necessary infrastructure.

In fact, without the infrastructure, 
nothing else is possible. The fibre optic ca-
ble for transmission backbone and metro 
networks has to be laid and microwave 
towers and masts have to be erected – all 
of which involve one or more elements 
of civil works, city planning and permis-
sions, power and cooling installations and 
management, and physical security.

These, in turn, are impacted by terrain, 
weather, local and international regula-
tions, political environments, and vari-
ables in telecommunications equipment. 
An infrastructure provider, therefore, 
needs an unusual combination of knowl-
edge and capability that covers every-
thing from civil engineering and geology 
to the law and information technology.

“In order to provide the most appropri-
ate solution, an infrastructure provider 
needs to understand the full communi-
cations value chain,” says Plessey COO, 
Howard Earley. “By providing a compre-
hensive, solution ourselves, we enable 
everyone else in the chain to add to the 

coherence of the overall solution for an 
individual customer or a country.”

Plessey has played this kind of integra-
tive role in the communications contin-
uum for more than three decades. Today, 
it is even better positioned to provide a 
broad, modular range of telecommunica-
tions solutions that keeps pace with and 
can be very precisely mapped to the new 
opportunities opening up to customers.

“We have the advantage of being able to 
call, where relevant, on the global consult-
ing and solutions design experience and 
capability of our parent company, Dimen-
sion Data, and also on the carrier, connec-
tivity, and communications specialisations 
within Internet Solutions,” Earley says. 

“In addition, NTT is Dimension Data’s 
parent. So, we can bring NTT’s internation-
al best practice and case studies to bear on 
the solutions we offer within Africa.”

Plessey’s role in the development 
of connectivity infrastructure on the 
continent is mission critical in light of 
the landing of the four submarine cables 
bringing additional bandwidth to Africa.

“Without terrestrial fibre backbones 
connecting major cities to 
the undersea cables, there 
will still be too many bot-
tlenecks for the real benefits 
of the increased bandwidth 
to be felt,” Earley says.

“So, Plessey and Dimen-
sion Data are being com-
missioned to, respectively, 
project-manage the laying 
of fibre and provide the 
equipment to light up the 
fibre. We’re also jointly 
managing the overall 
infrastructure.”

Earley expects that regulatory changes 
will accelerate the African connectivity 
boom. “New players will enter the market 
and existing players will want to deliver 
services to new areas. Everyone will be 
introducing entirely new services.

“Cobbling together different solutions 
from multiple providers will slow time to 
market. Organisations will look for one 
provider that can take all their telecoms 
challenges off their hands.”

Customers will also want to take en-
vironmental custodianship for granted. 
“Dealing with the environment is what we 
do, anyway, and we’ve learned over the 
years how to do it optimally,” Earley says.

“Overall, therefore, all our experience, 
relationships, and current capabilities 
are coalescing at exactly the right time 
for us to be able to remove the obstacles 
to Africa’s connectivity. And, because we 
have direct representation in the countries 
in which we operate and we sub-contract 
aspects of our work to accredited partners, 
we’re able to remove those obstacles while 
enabling economic benefit and transfer of 
skills wherever we touch communities.” n

Plessey provides both fixed and wireless turnkey telecom-
munications infrastructure solutions. Its recent track record 
includes laying 7 500 kilometres of fibre optic cables across 
the continent, building mobile network base transceiver 
stations and wireless local loop systems at more than 8 000 
sites, and maintaining not only the cable linking the SEACOM 
submarine cable to Johannesburg, South Africa, but also the 
regeneration sites along that cable. Committed to enabling 
African businesses and people reach their full potential, 
Plessey collaborates with in-country partners such as Telnet 
and Resourcery in Nigeria, Interconnect in Central Africa, 
and Cornerstone in Mozambique.

Africa’s telecommunications infrastructure provider of choice
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The fi rst operator in Africa to announce an LTE deployment was 

Nigerian player Globacom. But while the infrastructure may be in 

place, the lack of available devices means that the fi rm’s claim is 

more about marketing than commercial service.

Written by Thecla Mbongue

Promise 
of the future

10   

Globacom (Glo) was the fi rst opera-
tor to launch GPRS and 3G in Nigeria. 
In January this year, it became the fi rst 
African operator to announce that it had 
launched LTE. But like the carrier’s GPRS 
and 3G deployments, which remained at 
a soft-launch stage for some time before 
kicking off, Glo’s LTE launch is being kept 
at the pre-commercial stage by the lack 
of compatible devices. 

Glo was the fi rst operator to implement 
a mobile data system in Nigeria when it 
launched GPRS in 2003 and it took about 
two years for its GPRS usage to begin to 
grow strongly. At launch, GPRS-enabled 
services consisted of MMS and, to a smaller 
extent, internet browsing. Limited coverage, 
the lack of a dedicated portal, slow speeds 
and issues surrounding handset confi gu-
ration hindered the growth in GPRS user 
numbers; Glo had around 100,000 GPRS 
users in early 2004 and 150,000 in the fi rst 
quarter of 2005. 
Proper GPRS packages, segmented 
pricing and services appeared in 2005 
when Glo’s competitors MTN, Airtel (then 
V-Mobile) and M-Tel launched GPRS 
offerings of their own. By that time, all 

the CDMA networks offered mobile data 
services over CDMA2000 1X (see fi g. 1).

By the end of 2006, Glo had around 
370,000 GPRS users, recording an annual 
growth in the user base of 95 per cent. 
Despite the growing competition, Glo 
maintained its leadership in the mobile data 
segment until end-2007, when Informa 
Telecoms & Media estimated its mobile data 
market share at around 40 per cent. 

Glo launched its 3G/HSDPA service in 
February 2008. By the end of May that 
year, the service was still only available in 
the capital city of Lagos—and only over 
handsets—and had attracted around 5,000 
users. This handset-only availability limited 
the operator’s HSDPA uptake; there were 
only a very small number of HSDPA-enabled 
handsets in the country at that time and 
laptop modem access was one of the key 
attractions of HSDPA in Nigeria with its poor 
fi xed infrastructure.

Glo made data modems available from 
the end of 2008. However, MTN’s wider 
coverage had helped it to take the lead in 
the 3G segment from Glo by the close of 
2008 despite only launching data modems 
in 1Q09. As at 1Q11, Glo had around 35,000 

data-only (USB modems and routers) active 
subscriptions on its network compared with 
340,000 on MTN’s network (see fi g. 2).

Glo increased its 3G coverage consider-
ably over the fi rst half of this year and is 
expected to play a greater role in this seg-
ment from 2012 onwards. In the meantime, 
it remains a fi erce competitor in the overall 
mobile data segment (GPRS/EDGE), espe-
cially when it comes to smartphone usage, 
slashing its tariffs since 2010. According to 
Informa Telecoms & Media, Glo had over 
100,000 smartphone users in mid-2011.

In January 2011, Glo became the fi rst 
operator in Africa to announce that it had 
launched LTE. However, it also said that 
it was not yet selling compatible devices. 
Glo’s LTE equipment consists mainly of 
100 base stations supplied by Huawei and 
LTE-ready wireless backhaul equipment 
provided by US-based Ceragon.

Competition in Nigeria’s data market 
has increased massively since the begin-
ning of 2010 and all carriers are looking for 
new ways to generate revenue. Incumbent 
operator Nitel has failed to deploy and run 
effi cient services and, as a result, the data 
market is still nascent in Nigeria. There is » 
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still a huge demand for broadband access; 
household penetration was just one per cent 
in 4Q10.

In 2006, a new technology- and service-
neutral regulatory framework fuelled further 
competition in the country’s fi xed and 
mobile markets. The mobile market leader 
MTN invested in fi xed infrastructure, such as 
copper and fi ber, and also bought smaller 
local players that were providing fi xed and 
data services.

That said, Informa Telecoms & Media 
argues that no specifi c market conditions 
led to Glo’s launch. Indeed, the operator’s 
LTE deployment took the market by sur-
prise. On the regulatory side, only 2.1GHz 

spectrum is in use for WCDMA, while 
700MHz and 2.5GHz have not yet been 
auctioned. Therefore, Glo is refarming 
2.1GHz frequencies for its LTE network. 
Since early 2010, vendors have pushed 
LTE-ready equipment to operators, but 
even they gave the impression that any 
launch was dependent on a spectrum 
auction being held.

On the competition side, market players, 
including Glo, are looking into improving 
their data offerings, relying increasingly on 
mobile broadband services over HSPA or 
EV-DO. In the 12 months to end-3Q10, the 
number of mobile broadband subscriptions 
in Nigeria increased by 67 per cent, to 1.3 

million, but this number only accounted 
for 1.6 per cent of Nigeria’s total mobile 
subscriptions, and the country’s mobile 
broadband penetration was less than one 
per cent. Data speeds remain a challenge 
for Nigeria’s mobile broadband services, 
although there has been some improvement 
since two new submarine cables, MainOne 
and Glo-1, went live in 2010.

Launching LTE reinforced Glo’s data 
network and portfolio. According to back-
haul provider Ceragon, the point-to-point 
microwave LTE-ready equipment it supplied 
to Glo (branded “Fibair”) also enables the 
operator to provide an offering similar to 
FTTB by connecting buildings via an an-
tenna on the roof. The target for this offering 
is the enterprise market.

With no compatible devices available yet, 
there is no immediate effect on the mobile 
market. Glo’s objective was to differentiate 
itself from its competitors and it has the 
added benefi t of not needing to upgrade its 
backhaul equipment once it fi nally switches 
on LTE. This might put pressure on its 
competitors to get prepared in the same 
way for LTE if they are not already doing 
so. None of them has launched LTE or 
disclosed an LTE strategy.

By being fi rst to announce LTE in 
Nigeria, Glo confi rmed that it wants to be 
perceived as Nigeria’s technology pioneer. 
However, such announcements often 
sound like marketing exercises with the 
operator caught up in the enthusiasm and 
hype around a new technology without 
having defi ned a clear strategy. In this 
case, Glo’s announcement appears to be 
more of a marketing decision driven by 
a network upgrade (backhaul, base sta-
tions). By positioning itself as an LTE- or 
4G-capable operator, Glo is aiming to give 
customers the impression that it is tech-
nologically superior to the competition. 

Glo is also involved in submarine cables 
and, after a year of imminent announce-
ments, the operator offi cially announced 
the launch in 2010, just after competitor 
cable MainOne started operating. With LTE, 
Glo will probably claim the fi rst connection 
as soon as the fi rst devices are introduced 
in Nigeria, but it could still be that coverage 
and services remain limited for a while after 
the launch. In the meantime, Glo’s competi-
tors have not made their LTE strategies 
public, but being silent does not mean they 
are not active in this fi eld. ■ 

Operator System Data protocol Launch year Status

Glo Mobile GSM GPRS 2003 In Service

Multi-Links CDMA CDMA2000 1X 2003 In Service

Visafone CDMA CDMA2000 1X 2003 In Service

Zoom Mobile CDMA CDMA2000 1X 2003 In Service

Starcomms CDMA CDMA2000 1X 2004 In Service

Airtel  GSM GPRS 2005 In Service

M-Tel GSM GPRS 2005 In Service

MTN GSM GPRS 2005 In Service

M-Tel GSM EDGE 2006 In Service

Starcomms CDMA 1xEV-DO 2006 In Service

Glo Mobile GSM EDGE 2007 In Service

MTN GSM EDGE 2007 In Service

Airtel  GSM EDGE 2008 In Service

Etisalat GSM EDGE 2008 In Service

Etisalat GSM GPRS 2008 In Service

Glo Mobile WCDMA HSDPA 2008 In Service

MTN WCDMA HSDPA 2008 In Service

Multi-Links CDMA 1xEV-DO 2008 In Service

Multi-Links CDMA 1xEV-DO Rev A 2008 In Service

Visafone CDMA 1xEV-DO 2008 In Service

Airtel  WCDMA HSDPA 2009 In Service

Airtel  WCDMA HSUPA 2009 In Service

Starcomms CDMA 1xEV-DO Rev A 2009 In Service

Zoom Mobile CDMA 1xEV-DO 2009 In Service

Etisalat WCDMA HSDPA 2011 In Deployment

Glo Mobile WCDMA HSUPA 2011 In Service

Source: Informa Telecoms & Media

Fig. 1: Nigeria, mobile operator data deployments,  2003-2011    

Operator Technology  Data modems (000s)  

  1Q10 2Q10 3Q10 4Q10 1Q11

MTN All 188 225 263 300 340

Starcomms CDMA 1xEV-DO/Rev A/B 127 136 144 160 180

Airtel All 50 65 80 95 100

Multi-Links CDMA 1xEV-DO/Rev A/B 45 59 72 85 90

Glo Mobile HSPA 20 25 30 33 35

Source: Informa Telecoms & Media

Fig. 2: Nigeria, portable connections (data modems), 1Q10-1Q11
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Orange goes 
for the money

In three years Orange has taken its mobile banking service from 

one to six countries, taking market share from competitors by 

targeting the unbanked and the underbanked

Written by Nick Jotischky

Orange Money was fi rst launched in 
Africa in Ivory Coast in 2008. It is now 
available in fi ve other countries: Senegal, 
Mali, Niger, Madagascar and, most recently, 
Kenya, where the service—called Iko Pesa—
launched in November 2010.

Having acquired a 40 per cent stake in 
Morocco’s second-largest mobile carrier, Medi 
Telecom, Orange has affi liates in 19 African 
countries spanning the continent, though its re-
gional powerhouse remains the French-speak-
ing countries in Western and Northern Africa.

Strategically, Orange’s most important 
markets in Africa in terms of customer numbers 
are Egypt, Ivory Coast, Cameroon, Senegal, 
Mali, Madagascar and Niger (see fi g. 1). It is 
noteworthy that—along with Kenya—these are 
the countries where Orange has either already 
launched Mobile Money or plans to do so immi-
nently. Orange is aiming to deploy mobile money 
services at all of its African affi liates by end-2011.

 Orange plans to double its revenue from the 
Middle East & Africa between 2010 and 2015. 
Given the weighting of its footprint, much of this 
growth will come from Africa. The sources of 
this growth are set to include well-segmented 
organic growth from its core business; accelera-
tion in the adoption of mobile internet and con-
tent; investment in new territories and business 
areas; and the rollout of Orange Money. »

Mali
No. of subs: 4.7mil
Market share: 75%
Market position: 1

Tunisia
No. of subs: 700.000

Market share: 7%
Market position: 3 Egypt

No. of subs: 28.4mil
Market share: 45%
Market position: 2

Morocco
No. of subs: 10.3mil
Market share: 36%
Market position: 2

Senegal
No. of subs: 15.1mil
Market share: 63%
Market position: 1

Ivory Coast
No. of subs: 5.5mil
Market share: 38%
Market position: 1

Cameroon
No. of subs: 3.6mil
Market share: 46%
Market position: 2

Equtorial
Guinea

Niger

Central 
Africa Republic

Kenya
No. of subs: 1.1mil
Market share: 5%
Market position: 4

Madagascar
No. of subs: 2.2mil
Market share: 44%
Market position: 1

Uganda
No. of subs: 600.000
Market share: 4%
Market position: 5

Fig. 1: Orange’s African footprint Source: Informa Telecoms & Media
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vendor view
SPONSOReD AND wRiTTeN BY

Timo Ahomäki 
VP Product Management

Personalised service experience  
– it’s a mind game
When a service provider wants to offer a personalised experience they need to look at the 
technology available, the processes required and, above all the attitude they project.

The most important ingredient in 
personalising the user experience 
is the service provider’s attitude 

manifested in the day-to-day interac-
tions with customers. No matter how 
sophisticated the process or how modern 
the technology, if the customer feels that 
various rules are preventing them receiv-
ing the expected level of service, they will 
walk away dissatisfied. A smooth and 
flexible experience does not have to mean 
yielding to any and all customer wishes, 
but instead be prepared to discuss their 
needs or problems and pinpoint the most 
valuable solutions to them. 

As we all are more than aware, customer 
care can prove to be a very hectic environ-
ment. To relieve this pressure – as well as 
to cut costs, of course – service providers 
are increasingly directing customers to 
web based self-care. This is mostly fine, 
as long as the customer actually gets what 
they were looking for from the website. 
If not then they will need to go back to 
talking to a customer service representa-
tive, which is not ideal. At this stage we 
often find the process and information 
flow is broken and the problem solving has 
to start from square one. Worse still, the 
offers and services available through self-
care are often not available for purchase 
via call centres, even if the information of 
the failed transaction was available. It is 
here where the process needs to be flexible 
enough to allow a customer service repre-
sentative or a point-of-sale representative 
to finish the transaction started in self-
care, or vice versa.

From a simplistic point of view, all of 
this is achievable by pushing out the of-
ferings from the various lines of business 
across all delivery channels, and ensuring 

that all personnel are flexible in dealing 
with customers. The downside of this 
approach, however, is proliferation of ran-
dom product and service combinations 
leading to increased complexity across 
service provider operations and, eventu-
ally lost revenue from subscribers then 
cherry picking only the most compelling 
offers. In order to prevent these pitfalls, 
the service provider must ensure all 
customer service channels share the same 
guidelines on the customer themselves 
and also around the service, including any 
recommendations or things to avoid.

A unified product catalogue consoli-
dates all products and services for multi-
ple lines of businesses, initially originating 
from disparate and fragmented product 
repositories. Such a consolidated overlay 
provides a single view to all product infor-
mation such as price, distribution channel 
and product specifications as well as a 
flexible set of recommendation and exclu-
sion rules for in-house and third party 
products and services alike. A unified 
product catalogue can be introduced as a 
big bang, replacing all the disparate prod-
uct catalogues in one blow. Just as well, if 

not better, a unified product catalogue can 
be taken into use as an overlay to exist-
ing product catalogues where separate 
product catalogues continue to exist over 
a period of time and they merge into one 
only over a longer transition period. In the 
end of the day, unified product catalogue 
must facilitate faster time-to-market.

Unfortunately, faster is not always better 
if it does not also mean becoming smarter. 
Moving from paper to practise, the true test 
of any service provider’s ability to execute 
any given plan will be at the customer 
touch point, were it in point-of-sale, cus-
tomer care or online. In order to make sure 
all the relevant information is available 
where it matters the most, service providers 
should be able to offer a full customer view 
and real-time service availability informa-
tion to all customer touch points in equal 
measure, and apply this insight spiced up 
with predictive analytics also in real time, 
in any given customer touch point. 

It is only at this point, when we start to 
see the possibilities of what it means to 
understand a customer for the benefit of 
personalisation and improved customer 
experience. n
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Strategically, one of the main goals of 
Orange Money is to enhance customer 
experience and take market share from 
competitors by introducing an opportunity 
for the “unbanked”—users without tra-
ditional banking accounts—benefi t from 
simple mobile banking and facilitate money 
transfers for the “underbanked,” users who 
have bank accounts but rarely use them. 
At a time when Africa’s mobile market is so 
competitive, this is hugely important.

But Orange Money is also transformative 
for the organisation itself, in that it has the 
potential to create new revenue streams via 
the international-remittance and mobile-
banking/payment markets.

Such is the importance of mobile money 
services to Orange’s strategy in Africa that, 
not only does the fi rm plan to launch money 
services at all of its operations, it plans to 
deploy such services at launch in any new 
markets it enters. In essence, Orange is 
saying that it is no longer possible to oper-
ate a mainstream wireless service in Africa 
without offering a money service.

Some markets are more attractive than 
others in terms of offering mobile money 
services, however (see fi g. 2): For example, 

Mauritius, which is small in terms of popula-
tion and where a high proportion of residents 
use traditional banking services, offers less 
potential for a classic mobile wallet service—
person-to-person money transfers, for exam-
ple—than a market such as Madagascar.

 From a strategic perspective, there are 
two things Orange focuses on when deploy-
ing a money service in Africa: the right value 
proposition for the right market, and the 
depth of its distribution and agent network.

There are broadly three consumer markets—
the banked, under-banked and unbanked—
and three types of mobile money services: 
mobile wallet, mobile banking and mobile 
payments. The right type of service needs to be 
deployed to fi t each market.

The value proposition also needs to take 
into account the maturity of the market. So, in 
Kenya, where Orange has deployed its latest 
mobile money service and where a high pro-
portion of the population is unbanked, there 
is little point in reproducing Safaricom’s basic 
M-Pesa service, especially given that Orange 
has only four per cent of the Kenyan market. 
Orange has therefore aimed the service at 
the higher end of the market, making it more 
of a mobile-banking/fi nancial-services de-

ployment, rather than targeting the person-
to-person money-transfer market.

0In markets with a high proportion of un-
banked residents, a mobile wallet service will 
probably attract only a small number of active 
users—those making daily transactions—to 
begin with. The fi rst customers are likely to 
be banked or under-banked users who are 
already aware of electronic banking services 
and have registered to send money to un-
banked family or friends. In areas where a low 
proportion of the population is banked—as in 
the Central African Republic— deployments of 
mobile money services are more risky, since 
it is diffi cult to attract a fi rst wave of users. 
Mobile wallet services require a fundamental 
“mental revolution” for consumers not used to 
handling intangible cash, who could otherwise 
balk at registering for such a service.

Distribution and agents
The success of any mobile money ser-
vice—and in particular a money-transfer ser-
vice—depends largely on the depth of the 
carrier’s existing distribution network and 
the performance of its agents.

In addition to reach, a carrier’s distribution 
network needs the appropriate number of 
strategically placed points of sale to cater 
for its potential mobile money customers, 
meaning that Orange needs a good under-
standing of its customer base and potential 
growth spots for mobile money services.

Since the banked are generally the initial 
users of mobile money services and help 
person-to-person money transfer penetrate 
rural communities, it is important for agents 
to train customers at points of sale and in 
local streets in using the service. Agents are 
essential in the fi rst months of deployment, 
though franchisees are likely to eventu-
ally take over this function. Central to the 
success of Safaricom’s M-Pesa service 
was its existing distribution footprint and its 
extensive use of agents, who were used not 
only to advertise the service but to provide 
support for new registrants.

Potential of international remittances
Cross-border transfers offer a signifi cant 
opportunity for carriers that have not only a 
pan-regional footprint but a global reach—
such as Orange—to generate revenues from 
mobile money services. Given the large 
number of Orange customers in France, UK 
and Spain and the large number of migrants 
from countries such as Morocco, »
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Another year of African  
leadership for BICS
BICS has been active in Africa for more than a decade and confirms its leading position  
as international carrier in this region.

Despite the heavy retail competition 
that significantly hit many African 
countries, 2011 promises to be 

another successful year for the African 
activities of BICS. Africa remains a key 
territory for this international carrier 
that ranks at the 4th position worldwide 
in terms of international minutes.  “Last 
year, we carried about 26 Bio of interna-
tional minutes on our network and 6 Bio 
of them involved African operators. This 
undoubtedly puts us at the forefront of 
the international carriers active in Africa 
and this, despite the fact that we see more 
and more carriers showing some interest 
for this beautiful continent where we 
have established long-standing win-
win relationships with many fixed and 
mobile operators” tells Frederic Salmon, 
the Regional Vice-President for Africa at 
BICS, who spends, together with his team, 
almost one week out of two in Africa. 

BICS has been present over the African 
continent for more than 10 years. This 
long-standing relationship with both 
fixed and mobile African operators is one 
of the reasons for the undisputed leader-
ship of BICS when it comes to delivering 
international voice and data services to 
and from Africa. “On top of fostering a 
deep relationship with our customers for 
so many years, this leadership is essen-
tially relying on 2 key factors at the centre 
of our strategy in Africa: partnership and 
one-stop shopping for mobile operators” 
adds Frédéric.

For many years now, BICS has been 
setting up voice and data interconnec-
tions with most of the mobile players for 

the purpose of transporting internation-
al voice minutes and international data 
packets from Africa to the world and 
from the world to Africa. This has always 
been done by keeping in mind that we 
wanted to ensure long standing win-win 
relations / partnerships with our cus-
tomers, to the contrary of some players 
that have as sole interest to take quick 
(and important) financial gains through 
doubtful initiatives resulting in market 
turbulences likes the one observed in 
Senegal or Ghana.

Next to Voice, data services are also key 
to BICS’ strategy in serving the African 
mobile operators. As the world leader in 
signalling and GPRS roaming services to 
mobile operators, BICS has also devel-
oped a complete suite of advanced value 
added services. These include advanced 
roaming QoS (Quality Of Service) moni-
toring tools, steering solutions and an 
“Instant Roaming” service that enables 
any mobile operator to piggyback on the 
roaming agreements of Belgacom Mobile, 
the mobile operator of the Belgacom 
Group. BICS is also very active in develop-
ing its Open Connectivity Roaming Hub 
which is a natural evolution of its “Instant 
Roaming” service.

And last but not least, BICS is finally 
seeing traction in the area of internation-
al money transfer, enabled by its “Home-
send” solution which has been endorsed 
by the GSMA as the only fully mobile 
centric international remittance solution. 
Regulators and financial regulators have 
there an essential role to play to grow the 
level playing field.

Frederic adds “I am also a firm believer 
that material opportunities exist in the 
area of revenue assurance / revenue op-
timisation for the international voice and 
data activities of the African mobile opera-
tors..” For the last 2-3 years, the priorities 
of mobile operators were quite logically 
put on customer acquisition, growing 
market share, differentiating from their 
competitors, broadening their coverage, 
especially to rural areas and finally devel-
oping relevant content for emerging data 
applications. International connectivity 
and the in-land last mile also deserved 
a lot of attention. In some case, mobile 
operators were also extremely involved in 
initiatives imposed by the local regulators. 

“This means that, quite logically, 
resources and priorities were not on 
optimization, but on development. 
Working – in a consultative mode – with 
many African operators, we often identi-
fied various areas touching upon the 
international business that are very good 
opportunities for optimisation – be it at 
the revenue or the cost side. This requires 
the right focus and appropriate access to 
data, but there are clearly low hanging 
fruits with short payback period business 
cases”” concludes Frédéric.

Looking at the future, Frédéric remains 
bullish about opportunities for the 
telecom sector in Africa. “At BICS, we are 
committed to 

continue serving our African custom-
ers and helping them developing their 
retail business, with the same passion 
and energy, everyday more than the 
previous day”. n
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Egypt, Cameroon, Ivory Coast, Kenya 
and Uganda, the international-remittance 
market (see fi g. 3) has become a signifi cant 
value proposition for Orange. The average 
value of international transfers is likely to 
be higher than that of domestic ones, and 
possibly more regular, which would make 
the international-remittance market a better 
source of revenue than domestic mobile 
wallet services, which are currently the only 
successful m-banking offerings in Africa.

The amount of international remittances 
fl owing into Africa illustrates the potential 
for mobile remittance services to thrive 
in countries such as Egypt, Morocco and 
Tunisia in North Africa, Kenya in East Africa 
and Senegal in Western Africa. Accord-
ing to data released by the World Bank, 
the amount of remittances fl owing to the 
Middle East and North Africa grew about 
5.3 per cent in 2010, to US$35bn. Egypt 
saw a surge in remittance infl ow in 1H10, 
and the region’s fi gure is expected to reach 
US$40bn in 2012.

Remittance infl ows are expected to 
amount to US$25bn across sub-Saharan 
Africa in 2012. There tend to be proportion-
ally fewer migrants from sub-Saharan Africa 
than from North Africa in large European 
markets. The bulk of cross-border migrants 
in sub-Saharan Africa tend to travel short 
distances to neighbouring countries and 
remain unbanked, so the remittance-outfl ow 
market is also full of potential.

There has been little movement in the 
cross-border money-transfer business, largely 
due to fears about money laundering and 
regulations aimed at combating the fi nancing 
of terror. Such fears do not help the industry, 
and nor does the confusion about whether 
money-transfer technologies should be regu-
lated by banking or telecoms authorities.

Belgian MVNO MobiSud, which targets the 
local North African community, launched an 
international-money-transfer service in July 
2010, in collaboration with Maroc Telecom’s 
MobiCash service. MobiSud customers can 
transfer money via their handsets or the Inter-
net to users of Maroc Telecom’s MobiCash 
service. Although this is an example of a 
cross-border transfer service between Eu-
ropean and North Africa countries, it should 
be noted that MobiSud is a relatively small 
MVNO, rather than a tier one carri

Orange and Maroc Telecom did, how-
ever, launch a service in December enabling 
Orange France subscribers to transfer credit 

to Maroc Telecom customers. Users can 
transfer US$10-22 at one time, so the service 
is relatively small-scale, but it represents the 
beginning of cross-border money transfers to 
Africa. MTN and Tigo have launched similar 
international-remittance services. MTN uses 
a BICS-operated hub, powered by technol-
ogy provider eServGlobal, that enables users 
in the UK and Belgium to send funds to MTN 
mobile money accounts in Ghana, which 
numbered 760,000 as of June.

What is particularly interesting about the 
Orange/Maroc Telecom partnership is that 
it fuels the discussion about interoperability 
of mobile money services. Some opera-
tors—typically the fi rst- and second-placed 
carriers in a given market, as in Morocco—are 
discussing interoperability, since the mobile 
money market, both domestic and cross-bor-
der, is a potential source of revenue growth. 
Although it is less likely that a dominant player, 
such as Safaricom in Kenya, would enter into 
discussions with smaller competitors, there 
might be scope for Kenya’s Airtel and Orange 
to form an agreement, for example.

Business model
The mobile money platform used by Orange 
across its deployments in Africa is Com-
viva’s Mobiquity service, which enables 
domestic and international money transfers, 
mobile banking and mobile payments.

The platform’s mobile wallet functionality 
provides the user with a secure account 
from which fund transfers and payments 
can be made to friends and family. This 
greatly benefi ts the unbanked. But the 
Mobiquity platform also targets banked 
customers, in terms of providing access to 
bank accounts and enabling bill payments 
via mobile. It is this level of fl exibility that is 
important to Orange: In addition to provid-
ing a secure mobile wallet service to the 
unbanked, it extends access and reach to 
the under-banked and offers a new level of 
convenience to the fully banked.

The Orange Money services in Ivory 
Coast, Senegal, Mali, Niger and Madagas-
car are similar to each other in that they are 
operator-led and enable basic offerings such 
as cash deposit and withdrawal, purchases, 
bill payments, top ups and transfers.

The proposition in Kenya—where Orange’s 
Iko Pesa-branded service combines the 
basic features of mobile-money-transfer 
services with full-fl edged mobile banking 
offerings, in partnership with Equity Bank—is 

rather different, and it is likely that if Orange 
deploys mobile money services in North 
African countries, such as Egypt and Tunisia, 
or indeed elsewhere, they might be closer to 
the Kenyan model.

In launching a mobile money service 
in Kenya, where Safaricom’s M-Pesa has 
been so successful, Orange had to do 
something different, and it has focused 
not just on building market share but 
on gaining more-valuable customers. In 
creating a wider mobile banking service, 
Orange is seeking to gain popularity in the 
high end of the market and attempting to 
take advantage of any dissatisfaction with 
Safaricom’s M-Kesho service, which offers 
mobile banking functionality. Orange says 
its deployment is more convenient and 
less cumbersome than Safaricom’s, since 
its money-transfer and mobile banking 
functions operate as one service, unlike 
M-Kesho and M-Pesa, which are offered 
separately.

Orange must make a shift toward mobile 
banking and payment services if its mobile 
money service is to become a good source 
of revenue. Although the use of mobile 
wallet services tends to be reactive—few 
customers use such services on a daily 
basis, and the average transaction value is 
€20 (US$28)—full mobile banking services 
will encourage signifi cantly more regular 
usage, with end-users transferring money, 
paying utility bills and receiving their salary 
through the system, potentially committing 
to multiple transactions each day.

Results
No precise fi gures about the fi nancial 
benefi ts of Orange Money are available, but 
at end-January 2011, the service had more 
than 1.5 million active customers across 
the six countries in which it was available. 
Orange defi nes an active user as somebody 
who has made at least one transaction in 
the previous month.

Orange is well on its way to achieving 
its target of two million customers by end-
2011, especially if it launches mobile money 
services in all markets where it has a 
presence. More than half of active Orange 
Money users are in Ivory Coast, and more 
than 100,000 are in Kenya, just two months 
after launch. The fi gure in Kenya is impres-
sive, given that it took nearly a year for 
Orange to gain its fi rst 150,000 customers 
across the region. ■
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Taxing Problem
Mobile taxation continues to be a major 
issue impacting mobile penetration 
across Africa.  Despite widespread invest-
ment from the mobile operator community, 
fi erce price competition and market liberali-
sation making mobile more accessible, sub-
scriber take up in the region is just 60 per 
cent and continues to lag behind the rest 
of the world. Taxation of mobile consumers 
in many African countries is substantially 
higher that the global average. 

As part of the GSMA’s ongoing research 
into the impact of taxation on the adoption 
and use of mobile services globally, we 
recently released an exciting case study on 
Kenya and looked at the impact of a new tax 
on international inbound calls.

The Kenya case study shows that mobile 
handset sales have soared by 200 per cent 
following the government’s 2009 decision to 
slash the 16 per cent Value Added Tax (VAT) 
levied on handset sales. As a result over the 
last three years, penetration jumped from 50 
per cent to 70 per cent as handsets became 
more affordable.

Previous GSMA research has shown that 
a ten per cent increase in mobile penetra-
tion boosts GDP by 1.2 per cent annually 
in a typical emerging market. The growth 
of Kenya’s penetration rate since 2009 has 
increased mobile operators’ contribution to 
Kenya’s GDP from around six per cent in 
2009 to almost eight per cent, which equates 
to a contribution of KES400bn (US$3.99bn) 
in 2011. 

Notwithstanding the fact that the industry 
is responsible for some 250,000 jobs in 
2011, the most impressive fi nding is that, de-
spite the handset tax removal in 2009, this 
year mobile operators will contribute a third 
more in tax, licence fees and spectrum fees 

than they did prior to the handset tax being 
removed. So lowering mobile taxes actually 
boosts the total tax paid by the industry to 
the government. This is an example other 
governments should follow. 

Despite the research fi nding that taxation on 
the total cost of ownership for a mobile phones 
in Kenya fell from 25 per cent to 20 per cent 
over the last fi ve years, mobile taxation in Kenya 
still remains just above the average across sub-
Saharan Africa as a ten per cent excise duty as 
well as VAT on airtime is still levied. 

The research also found that a new type 
of tax is emerging in Africa: the ‘Surtax 
on International Inbound Call Termination’ 
(SIIT), which centrally fi xes the prices that 
operators can charge when terminating 
international inbound calls. The SIIT distorts 
price competition, which has a negative 
impact on business and consumers. The 
SIIT also typically takes the form of a joint 
venture between a private company and a 
government where revenues are shared, so 
we have for-profi t entities making money by 
collecting tax!

The research found that where the SIIT 
has been imposed, the level of inbound 
international traffi c has fallen and prices of 
outbound calls have increased due to the 
reciprocation of higher termination prices 
by operators in other African countries. The 
SIIT has had the following impact where 
it has been applied in Congo Brazzaville, 
Gabon, Ghana and Senegal: 
• In Congo Brazzaville, the price of inbound 

traffi c has risen by 111 per cent and op-
erators report that inbound traffi c fell by 
36 per cent between May 2009, when the 
tax was introduced, and May 2011; 

• In Gabon, prices rose by 82 per cent when 
the SIIT was imposed in August 2011;

• In Senegal, prices rose by 50 per cent and 
operators report that the number of interna-
tional call minutes terminated on its network 
decreased by 14 per cent in the fi rst fi ve 
months; and

• In Ghana, prices rose by 58 per cent and 
operators report a 35 per cent decrease in 
international call minutes terminated on its 
network in the month after the imposition 
of SIIT compared to the month prior to its 
introduction, and an 18 per cent fall in call 
minutes in the six months after its introduc-
tion compared to the six months prior.

The SIIT is an unfortunate and oppor-
tunistic move by some governments. The re-
search shows that after the SIIT is imposed 
two other negative consequences follow. 
First, the incidence of fraud increases as the 
incentive to fi nd illegal solutions increases 
because arbitrage opportunities open up for 
third parties to profi t from. Second, opera-
tors in non SIIT countries start to reciprocate 
the price hikes and the price of all interna-
tional traffi c increases. This is a major step 
back from great advances that international 
gateway liberalisation and market competi-
tion has brought over the last fi ve years. 

The African continent is now connected 
to the global information economy by fi ber 
optic cables which can herald a new wave 
of development, but the SIIT threatens to 
damage this. The mobile industry is typically 
one of the top tax payers in most African 
countries and we have seen its importance 
for economic development but the SIIT is one 
tax too many; it carries the risk of signifi cant 
collateral damage and should be abolished. 

The GSMA will launch additional research 
into tax later in 2011 with an update of our 
2007 global tax benchmark. ■

A recent study from the GSMA suggests that the Kenyan 

economy has benefi ted from the removal of mobile-specifi c taxation. 

Gabriel Solomon Head of Regulatory Policy, GSMA
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