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Bundling up - new pricing
strategies in the African
prepaid market
The new Bundled Value for Money Index created by Research ICT Africa
(RIA) measures the value to customers of blended bundles; data+sms, data
+voice or data+voice+sms bundles.

Operators are capturing growing mobile subscriber markets with
pricing strategies moving beyond voice and SMS services to data
Blended bundles emerge as late entrants’ strategy to gain market
share with smaller operators in Uganda, Kenya and Tanzania
scoring high on the index
Dominant operators such as MTC (Namibia) offer blended
bundles as a defense strategy against Over The Top players
Introduction
As the African prepaid data market evolves, Over the Top (OTT) services are
the new battleground: new entrants and some dominant operators are
creating innovative new pricing strategies to increase market share or
retain customers and defend their revenues from OTT players. Bundles exist
in various forms: voice and data; SMS and data or voice; sms, data and
voice. These bundles are generally offered with a limit or uncapped subject
to a fair use policy. This convergence of voice and data offerings into
diverse bundles has prompted the development of an African prepaid
market Bundled Value for Money Index (BVMI) to assess the value of new
bundled products in this dynamic market.

Bundling in the African market
Bundles are not a new phenomenon in the African market but their use is
increasing since RIA began tracking them in the first quarter of 2014.
Bundling was identified then as an emerging strategy to capture the
growing data market in the face of declining voice revenues globally. In Q3
2015, 24 countries had bundled offerings up from only eight in 2014.
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Methodology
RIA created the BVMI as a means to capture the value of combined data, sms and voice packages on offer. Given the
complexity as well as increased number of products on the markets, only bundles offering data combined with voice
and SMS or, data and voice, or data and SMS are captured.
Previously RIA used the OECD price basket to capture and assess voice and SMS bundles. Blended packages which
include data, however, cannot be captured on the OECD basket given the different in-bundle and out-of-bundle prices.
Adding data to voice baskets does not reflect the value for data use accurately. BVMI measures the value a customer
gets for bundled minutes or SMSs and data. OECD usage baskets that RIA uses for prepaid products are based on
minute, sms and data tariff capturing the monthly basket cost. The BVMI complements this as it calculates the value for
the blended bundle, beyond monthly basket cost.
The BVMI adds the value of bundled voice minutes, SMSs and data and divides it by the price. The value of bundled
minutes is derived by multiplying the number of minutes with a fixed USD value inclusive of tax. One minute is valued at
10 US cents, 1 SMS at 1 US cent, and 1 MB data at 10 US cents. An offering with 25 minutes, 50 SMSs and 100MB data
bundled, with a price of 10 US$ will then have the following BVMI:
BVMI =(25*0.1+50*0.01+100*0.1)/10 =1.3
This means that the consumer gets 1.3 times the value of the bundle offering. The higher the score in the index the
higher the value. On net calls and sms are weighted according to their market share to avoid value distortion. We used
the same USD values across all operators and countries for comparative purposes. Unlimited calls, SMSs or data
contracts were made comparable to capped packages by applying following rules:
• Unlimited minutes = 240 minutes per day or 7200 minutes per month
• Uncapped SMS = 240 SMSs a day or 7200 per month.
• Uncapped data = the smaller value out of the fair terms of use policy limit and 30 GB.
Where unlimited minutes and SMS came with a set value from operator, that value was used.

Africa Bundled Value Index performance
Figure 1 shows the highest scoring products by country for all
operators offering bundled packages.

African

Across the 24 markets assessed, Uganda offers the best bundled value
products. Uganda’s best product offers value equivalent to 88.4 times the
the cost of the bundle. Ghana’s offering, which a year ago had some of the
best prices on data alone, has the lowest value for money score on the
Bundled Value Index: 0.03 return on price. This places it below Ethiopia
which is the only monopoly mobile market covered on the Index and as a
result the least dynamic with regards to tariff range and innovation. Uganda
is followed by Tanzania and Namibia. South Africa features in the lower half
of the index. Although South Africa's operators have been experimenting
with bundles including the late entrant, Cell C, with zero-rated services, 1GB
data prices tracked on the RIA data basket have remained more or less
static for the last two years.
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Figure 1: Highest scoring country based on the BVMI

In markets such as Kenya and Uganda, late entrants also offer bundles to
gain market share. Figure 2 looks at the highest scoring product on the
BVMI at the operator level. It includes all operators in a country. In Uganda,
Smart Uganda, a new entrant which launched in March 2014, has the
highest scoring products in comparison to the incumbent operators. Its
Daily Pack+ data offer consists of 50 on-net minutes, 3 off-net minutes,
unlimited SMSs and 100MB of data at a cost of USD 0.14 for the bundle. In
Tanzania, Smart’s Day Pack + Data is the second best value product on the
index. Smart’s strategy is to offer better value than established competitors.
In Kenya, the dominant Kenyan operator, Safaricom, does not offer bundles,
with its dominance of 68% of the market, it can afford not to. All of the
bundled packages from other operators- Orange Kenya and Airtel Kenya
offer more on-net than off-net minutes. Airtel Kenya’s acquisition of Yu
Kenya and assimilation of its subscribers, increased its market share
impacting on the performance of its products on the BVMI, as on net
minutes are weighted by market share. Airtel’s Yu Amua plan has the best
value in the market - offering unlimited on-net calls, unlimited on-net SMSs
and only 10MB of data at a cost of USD 0.14.
A similar strategy is at play in South Africa where MTN and Cell C are the
only operators to offer bundled pricing (Vodacom has the largest market
share but does not offer bundled pre-paid packages). MTN and Cell C have
been locked in a battle for market share as Cell C’s pricing pressure in the
prepaid voice market has eroded MTN’s market share over the last year and
a half. MTN’s Sky Unlimited Uncapped is the best product in the South
African market. However it is at the lower end of the continental BVMI
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ranking, with a value score of only 13.91. Together with its low BVMI score,
this product is also the most expensive product on offer at USD 123.39.
While late entrants offer higher value products to compete in some
markets, in Namibia the dominant operator offers the best product.
Namibia’s MTC’s Aweh Aweh Gig includes 100 any time minutes, 700 SMSs,
1GB data and 500MB social media-only data, for USD2.31 and worth 63.1
times the price(Figure 2).
In comparison Telecom Namibia (TN) Mobile’s best product scores a value
of 2.49. MTC’s bundling strategy is not driven by local competition - its only
rival, TN has less than 1% market share of outgoing calls. MTC is clearly a
monopoly in the mobile market. Any competition MTC faces is thus from
international OTT services such as Facebook or WhatsApp that are eroding
conventional revenue streams. MTCs bundling strategy provides a stable
revenue stream in the face of increasing Facebook and WhatsApp usage.

Figure 2: Highest scoring operator products on BVMI

Conclusion
Bundled packages are the most recent evolution of pricing strategies by
operators to either capture or defend market share - depending on their
position in the market.
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For late entrants, bundled packages allow for the attraction of subscribers
from incumbent operators. In Kenya, smaller operators are offering bundles
that come with large volumes of on-net minutes to entice customers onto
their networks. For non-dominant operators, the introduction of bundles is
a way of capturing the market from dominant operators where they could
not compete directly on voice, SMS or data services.
For dominant or effective monopoly operators facing limited competition in
their domestic markets, bundled packages provides a stable income stream
and stands as a defensive strategy against revenue erosion by OTT
services.
For customers, bundled products mean all their services are brought
together in one plan. The flexibility of these offerings mean they have a
choice of the service they prefer to use and what they are willing to pay. The
BVMI offers insight into to which operator offers the most value. The
variance and complexity of bundles in the African prepaid market
highlights the need for evolving price assessment tools as these products
cannot be effectively assessed with traditional pricing baskets or simply be
added to prepaid voice and SMS baskets. The BVMI provides a tool to
gauge the value that bundled products offer users, complementary to voice
price baskets.
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See more detailed methodology of BVMI here.

