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1 Executive summary 

Outline of the subject: The objective with the thesis at hand is to provide mobile operators 

with a business model proposal for mobile internet in emerging markets. To achieve this goal 

we have carried out an end user analysis on the consumer needs and demands in emerging 

markets. Here we have mapped out the requirements that end users have to mobile internet. 

Next, we have conducted a marketing analysis to identify the marketing aspects of mobile 

internet for mobile operators. The findings from our end user analysis and marketing analysis 

have been combined into our business model discussion. Herein, we have discussed what a 

mobile internet business model can include. Based on this discussion, we have proposed a 

business model. The business model proposal that close this paper is put forward with the aim 

to support mobile operators in emerging markets reaching the middle class consumers with 

access to affordable mobile internet. 

 

Theories and concepts applied: To conduct the end user analysis and the marketing analysis, 

we have used consumer behavior theory, theory on disruptive technologies, pricing theory, 

competition theory, and transaction cost theory. The theories have been applied in this thesis 

in order to provide a set of basic premises‟ that functions as the academic base in our analysis. 

For the business model proposal we have made use of the concept of “The 9 Building Blocks”. 

This concept has also guided us in structuring the discussion leading up to the proposal. 

 

Main findings: Our analysis shows that we basically see two different user segments in 

emerging markets. First, we have discovered that the lower middle class consumers earn 2-12 

USD/day, most often living in rural areas. This segment makes up around 87% of the 

emerging market middle class. Second, we have found that the medium-to-upper middle class 

consumers earn 12-50 USD/day, often living in urban areas. This segment comprises around 

13% of the middle class. In the discussion, we have calculated that total ICT services must not 

be priced higher than 10.83 USD/month on average for the lower middle class and 46.85 

USD/month for the higher middle class. The first segment can only afford a basic handset 

with browser access, while the other middle class segment has higher income power and an IT 

literacy level necessary to smartphones. In the business model proposal, we suggest IT 

learning activities for the lower segment to beat the IT literacy lack. We also suggest services 

to be tailored to local contexts. The higher segment speaks English and will as such demand 

international services like Facebook. 
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2 Introduction 

Mobile phones have become very valuable to people in the emerging world as they are 

providing access to telecommunication for the very first time. In addition, mobile phones 

have revolutionized communication in emerging countries as there has been a lack of fixed-

line networks in many of these countries. In 2000, the emerging countries accounted for 

around one-quarter of the world‟s 700m mobile phones. By the beginning of 2009 this figure 

had increased to three-quarters of a total of 4 billion mobile phones (The Economist, Sep. 

2009; 1). 

 

The development in the telecommunications industry over the last decade has caused a shift in 

the centre of gravity from developed towards the emerging countries. Low penetration of 

fixed-line telephone and already vibrant mobile value added services (VAS), imply that many 

emerging market end users and small businesses will experience the Internet for the first time 

on a hand held mobile phone (Morgan Stanley, 2009: 565 and 600). VAS includes mobile 

messaging, mobile entertainment, agriculture information and mobile internet (Pandey, 2010: 

2-3).  

 

The predicted rise of mobile internet in the emerging world should be seen in close 

connection with the potential and the growth in mobile subscription, as more mobile 

subscribers increase the potential for mobile internet uptake. Within the last decade some of 

the highest subscription growths have been seen in emerging regions, such as in Eastern 

Europe, Middle East, Africa and South America. The strong development in those regions is 

due to overall macroeconomic progress powered by economic growth and improved 

accessibility to communication technology (Shey and Carlow, 2009). 

 

A study by Morgan Stanley forecasts that the mobile internet is the “next big thing” in the 

telecom industry, and that mobile internet usage will happen at the expense of desktop usage 

through fixed-line networks (Morgan Stanley, 2009: 579). In emerging markets more people 

are adopting mobile phones with Internet features. However, the trend is that average revenue 

per user (ARPU) is falling across the emerging world. All the challenges arising from the low 

ARPU are forcing mobile operators in cooperation with private enterprises to innovate within 

mobile internet areas such as mobile banking, mobile education, medicine information, and 

agriculture information (The Economist, Sep. 2009: 5-11). Therefore, a rise of the mobile 
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internet in emerging markets will potentially raise both major challenges and create huge 

opportunities for the mobile operators. 

 

The area of mobile internet in emerging market settings is interesting to research due to such 

important reasons like; 1. Mobile operators are increasing the speed of their networks. This is 

making the mobile internet a good alternative compared to paying for a fixed internet 

connection. In some regions mobile internet is the only option as fixed line connections are in 

very poor shape or none existing. In addition, all operators have access to the same 

technology and they cannot differentiate themselves based on technology. Instead, service 

offerings can make them different from competitors. 2. The demand for mobile internet by 

consumers in emerging markets is forecasted to occur with consumers experiencing the 

Internet for their first time using a mobile phone or a portable computer, instead of a desktop 

device. However, affordable access to mobile internet is first to come. In that regard, end 

users must be able to reach the internet at a price level and with a tariff structure that matches 

their spending power before they can benefit from mobile internet (NSN, 2009: 3).  

 

Based on the above research explanation, this thesis will primarily be about developing a 

business model for mobile operators that can make mobile internet affordable to the masses in 

emerging markets. Mobile internet is well researched within matured markets and too some 

extend in emerging markets. However, the research lacks clarity on how mobile operators 

should widespread mobile internet into the masses in emerging markets. The lack of clarity is 

due to several reasons.  

 

First, most case research on telecommunication in emerging markets has been done on basic 

voice and SMS services. Second, we find that availability and affordability of the technology 

has historically been too expensive for mobile internet business opportunities to arise in 

emerging markets until now. Therefore, a research gap exists and we also find that there is a 

lack of understanding on how mobile internet can be affordably supplied to the masses in 

emerging markets. Our business model proposal will help mobile operators achieve it.  

 

In the next section we will outline and discuss the different major challenges that mobile 

operators face in supplying mobile internet to emerging markets. This is essential for mobile 

operators as they cannot exploit the potential in mobile internet for the masses before they 
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know how to overcome the challenges in the market place. The problem discussion on key 

challenges will help us derive our research question for this thesis. 

 

2.1 Problem discussion 

For mobile operators to utilize the potential for mobile internet in emerging markets, different 

key challenges need to be overcome in order to exploit the potential and enhance mobile 

internet penetration. We have identified five key challenge areas for the mobile operators that 

we find essential to overcome in order to fulfill the objectives. The five challenge areas are as 

follows: 1. How to tailor mobile internet to consumer needs, 2. Affordability for end users, 3. 

How to reach end users, 4. How to promote mobile internet, and 5. How to overcome lack of 

IT literacy. 

 

The first area is about how the product of mobile internet should be defined in terms of 

handset abilities and the services offered to end users to cover their consumer needs. Within 

handsets it is critical it has the ability to use a browser as this is seen as the most frequent way 

of accessing the mobile internet.  

 

The second area, affordability, refers to making mobile internet affordable to end users, 

people who often has little spare income to spend on communication that does not generate 

core value. Among western mobile operator‟s one of the newest trends is a withdrawing away 

from the flat rate scheme and instead focusing on pay as you go. Such a pricing model could 

maybe make mobile internet more accessible to emerging market end users (NSN, 2008: 5). 

Mobile-ownership specific taxes, holds the other side of the coin when we discuss 

affordability for end users. Consumers in emerging markets occasionally face some of the 

highest mobile-specific taxes world-wide. The tax burden in emerging countries end users 

extend way beyond VAT, and research already shows that if governments would remove all 

non-VAT taxes relating to handsets, subscription and connections, the tax revenues would be 

greater as a result of increased usage (Olunga & Soloman, 2008: 3). 

 

The third area is about how to reach end users. It is essential for mobile operators not only to 

reach the urban areas of emerging markets, it is equally important to reach all the way out to 

rural communities as many potential end users are living in these areas. However, the 

distribution network in emerging markets is not fully developed as in mature markets. This 
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stipulates a major challenge for mobile operators to find innovative solutions so they can 

reach consumers in both rural areas and urban cities.  

 

The fourth area, how to promote mobile internet, should be seen in close connection to the 

third challenge, how to reach end users. The limitation of the distribution network in 

emerging markets leads to challenges as the sales channels are often used for promotion 

purpose that outline the need for innovative solutions within the promoting of mobile internet 

(Hartley et al., 2010: 8).      

 

The fifth challenge is the lack of IT literacy. Many people in emerging countries do not know 

what the internet is or how to use it. The information based economy is coming towards them, 

but emerging market consumers often lack IT literacy and they often rely on self-learning 

(Ferro et al., 2006). Therefore, education programs and initiatives tailored at addressing the 

education and learning perspective are needed for end users to adopt the Internet, recognizing 

its benefits and eventually becoming IT literate. In addition, the primary language on the 

Internet is English, which many emerging markets consumer often lack to understand. English 

is positively associated with Internet use. This means that mobile internet need to be tailored 

and cater for the level of end user competence (NSN, 2008; 2-7).  

 

Mobile operators that can successfully solve the different challenges in a business model will 

be granted with great business opportunities in the future. The industry needs to come up with 

new innovative business models that can tackle the key challenges and exploit the potential 

for mobile internet. The offerings coming out of a tailored emerging market business model 

must show emerging market end users that allocating more money to their ICT budget can 

help them generate more income or unfold latent needs for mobile internet (NSN, 2008: 2). 

 

Based on the above discussion, this will lead us to our research question posed in the next 

section. The main objective of this thesis is to solve the above mentioned challenges in order 

for mobile operators to utilize the potential of mobile internet in emerging markets. This 

thesis focuses on designing a mobile internet business model for emerging markets that is 

relevant to mobile operators and their interaction with end users. 
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2.2 Research question 

 

How can a business model be designed for mobile operators to reach the growing emerging 

market middle class with mobile internet? 

 

The final business model proposal will steam from our analysis. We will discuss and propose 

the most suitable business model. In order to do so we will conduct an end user analysis and a 

marketing analysis. For us to comprehensively answer the research question, we will begin 

with focusing our research on answering the following sub-questions: 

 

2.3 Research sub-questions 

Based on the five key challenge areas outlined in the problem overview section we can hereof 

derive the following sub-questions to guide our research. These sub-questions will be grouped 

in accordance with the 5 P‟s of Marketing.  

 

1. Product - How to tailor mobile internet to consumer needs  

- What are the advantages of mobile internet from the perspective of end users? 

 

2. Pricing - Affordability for end users 

- How can mobile operators make mobile internet affordable to the end user masses? 

 

3. Place - How to reach end users 

- How can mobile operators distribute mobile internet to end users? 

  

4. Promotion - How to promote mobile internet  

- How can mobile operators make emerging market consumers aware of mobile internet? 

  

5. People - How to overcome lack of IT-literacy 

- How can mobile operators educate end user to use mobile internet? 
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2.4 Glossary 

Mobile internet: Mobile internet is related to accessing the internet on a mobile phone through 

a browser-based application or another service.   

 

Mobile operator: Mobile operators are basically a telecommunication company that provides 

communication services to mobile phone users. 

 

Handset manufacturers: The handset manufacturers provide the mobile handsets that are sold 

to end users via online channels or physical retail channels.     

 

Network suppliers: The network suppliers provide the technology for mobile operator‟s 

networks. The network is a part of the technology necessary to offer communication services. 

 

Internet players: The newest players in the telecommunication industry deliver services such 

as video content and other services over the mobile operators‟ networks.  

 

Consumers: End users are consumers that have or will enter into a buyer-supplier relationship 

with a mobile operator. 

 

End user: In this thesis the end user is the consumer who has a relationship with an operator.  

 

VAS: Value-Added Services is the popular telecommunications industry term for services that 

add value to the standard voice service offering. SMS, MMS, browsing, and video streaming 

are some typical examples of Value Added Services. 

 

ARPU: Average revenue per user (normally per month) is an often used telecommunication 

industry term, defined as the total revenue divided by the number of subscribers.  

 

Smartphone: A mobile phone with advanced capabilities beyond voice features. This type of 

mobile phones is created for all kind of VAS. 
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3 Scientific method 

In order for us to propose a business model for mobile operators offering mobile internet in 

emerging markets, and for us to conduct the analysis belonging to this approach in a 

scientifically sound manner, we will here clarify the basis of the scientific method that we will 

make use of. 

 

This thesis spans within both academic science, with attention to the relevant theoretical 

foundation chosen, and within the practical business environment. This thesis will eventually 

become very industry specific in relation to the telecommunication sector and especially in 

regards to the relationship between the mobile operators and end users. We will not be 

generating or building upon any new or existing theories within our area of investigation, 

instead we will be using well-known theories, concepts, and models throughout our analysis.  

 

In the analysis section we will be combining the different key challenges (see section 2.1), the 

related research question and research sub-questions (see section 2.2 and 2.3), and the 

relevant industry specific empirical data that we will draw upon throughout our analysis. 

Finally, we will discuss our business model proposal for mobile operators that offers or want 

to offer mobile internet in emerging markets.  

 

By working with our problem areas in this way, we believe that we will be investigating the 

problem by creating a cohesive research work that forms a solid thesis with a readable red 

thread. Also, we expect that our analysis, the business model discussion and eventual business 

model proposal will lead to an increased understanding of how to enhance the penetration of 

mobile internet in emerging markets.  

 

3.1 Theory of Science 

Our strategy for practicing theory of science binds with our aim of doing a problem-oriented 

project work. We will draw-in theory of science throughout all vital aspects of our thesis, and 

we will use sources that cover different areas of our theoretical foundation. Within the 

marketing discipline we will use theories such as consumer behavior-, pricing-, and 

transaction cost theory. Besides that we will make use of theory on disruptive technologies to 
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help us investigate if internet on mobile phones can disrupt the way end users interact with 

internet in emerging markets.   

 

In this thesis, we will handle the problems that come along with the use of different theories 

and empirical evidence, when construct new knowledge through the design of a mobile 

internet business model for operators in emerging markets (Fulgsang & Olsen, 2004: 28). 

 

3.2 Case study methodology 

The analysis of this thesis will take the format of a case study approach where we will use 

multiple case studies. The case studies that we will draw attention towards will take ground 

within the telecommunication industry. The common thing about our choice of case studies 

will be that they deal with telecommunication in a broad range. 

 

The decision of choosing a case study approach has to do with the style of our research 

questions. Our research questions pose “how” and “why” questions that help us present and 

analyze the collected data fairly. “How” and “why” questions are explorative and therefore 

naturally lead us to the investigation of; what kind of business models that is most suitable for 

mobile operators offering mobile internet in emerging markets (Yin, 2003; 6). The unique 

strength of an empirical driven case study approach is its ability to deal with a full variety of 

evidence; documents, artifacts, statistical data, and observations. Using the case study design 

method we are able to draw on a variety of different sources in order to understand the 

complexity of mobile internet in emerging markets (Yin, 2003; 8).  

 

An issue regarding case studies is that they must be concerned with presenting the empirical 

data in a fair and rigorous fashion (Yin, 2003). We try overcoming this concern by carefully 

selecting cases that we validate as trustworthy when they are published by recognized 

universities, corporate enterprises, etc. We will be working with both industry- and company 

related case studies. 

 

Within the case study methodology a distinction is drawn between single-case designs and 

multiple case-designs (Yin, 2003; 39). The advantage of multiple cases is that it is considered 

more compelling, and the overall study is therefore regarded as being more robust (Yin, 2003; 

46). Our purpose with using multiple cases is: 1. to find a reliable argument for why there is a 
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great market opportunity in mobile internet in emerging markets, and 2. to be able to propose 

a business model for mobile operators in emerging markets. For this part we will draw on 

multiple cases. Numerous numbers of cases will be selected to present how mobile operators 

work with pricing as this is an important aspect of a mobile internet business model.  

 

Then we will also draw on cases concerning the end user need, behavior and experience in 

relation to mobile internet as well as other product- and service offerings. All multiple cases 

will provide sufficient support for our work in designing a sustainable business model for 

mobile internet in emerging markets (Yin, 2003; 48). 

 

Yin (2003) has pointed towards the importance of establishing a rich theoretical framework 

that lays the conditions under which the multiple case studies are performed. Hence, we will 

first review relevant theory in relation to business models and marketing theory (see section 

4), and then we will analyze the key challenges facing mobile internet in emerging markets 

(see section 2.1). At last we will discuss how to build a mobile operator business model 

relevant for mobile internet offerings in emerging markets.  

 

3.3 Delimitation  

In this section we will establish the limits under which we will work in this thesis. In practice 

this means that we will first of all delimitate the scope of the research in terms of technology, 

our focus on mobile operators and end users, and last our choice of geographical markets (see 

section 3.3.1). In the section for theoretical delimitation we will delimitate our choice of 

business model concept, marketing theory, as well as end user segmentation (see section 

3.3.2). Later we will argue why we delimitate us from focusing on the specific characteristics 

of mobile operators (see section 3.3.3). Last, we point towards the natural research 

shortcomings that will occur throughout this thesis (see section 3.3.4).  
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3.3.1 Delimiting the scope of the research 

To meet our objective of proposing a mobile internet business model we delimit this thesis to 

primarily focusing on mobile internet and not on simple voice and SMS. Emerging markets 

business models for basic voice and SMS are already vibrant and profitable, while there is a 

need for the investigation of what form business models must take to enhance mobile internet 

penetration in emerging markets.  

 

Today mobile internet technology is available in two forms. The first one is the mobile 

internet broadband technology mostly used by individuals to gaining access to the internet on 

their laptops when they are away from a fixed internet connection. The second one is the 

mobile internet technology available on today‟s handset phones and smartphones. We 

delimitate this study to focus entirely on the mobile internet use that end users can make use 

of on their handheld mobile phone devices (Morgan Stanley, 2009). We do so as the market 

for mobile internet in emerging markets is far greater that it is for mobile broadband. For 

mobile internet the potential market equates to all mobile phone users, whereas the maximum 

addressable mobile broadband market equates to all end users who own laptops, netbooks, 

and stationary PC‟s (Moss, June 2010: 2). In emerging markets mobile handsets outnumber 

PC‟s by far (Opera Mini case study, 2009: 4).  

 

We also delimitate this thesis from focusing entirely on one specific emerging market. We 

seek to design a strong business model that mobile operators can make use of for a specific 

emerging market consumer segment. The learning‟s can potentially be useful also on western 

markets where competition raises and new innovation is needed. In designing an emerging 

market business model we will take solitarily a mobile operator perspective, meaning that we 

will deal with the relationship between mobile operators and their customers. 

 

It is important to emphasize that we do not assume all emerging markets to be the same, but 

we anticipate that consumers on the same income level in emerging markets will have a 

homogeneous consumption of services. This assumption will in more detail be explained and 

analyzed in our analysis. However, it should be noted that mobile operators should tailor their 

offerings to the different emerging markets, based on our proposed business model.  
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In proposing a business model that eventually will hold the key building blocks for a mobile 

operator that will offer mobile internet in emerging markets; we do not design a generic 

model. Instead we aim to propose a business model that can help mobile operators with 

tailoring their own unique business model. 

 

3.3.2 Theoretical delimitation 

Before we analyze the potential for mobile internet in emerging markets and build a business 

model to utilize the potential, we apply a theoretical framework where we account for the 

theories on which our analysis builds. The theories applied are subjectively chosen from a 

logic that they are close to optimal to, from our perspective; address the issues that we 

presented in the research questions. 

 

In this thesis we have chosen to apply two lines of theory, namely marketing theory (e.g. 

industry competition- and transaction cost theory) and the concept of business models (e.g. 

The 9 Building Blocks by Osterwalder). To set the theoretical scene we are employing the 

concept of the 5 P‟s of Marketing as a structuring paradigm from where we draw attention to 

relevant marketing theory when necessary to study and answer our research questions. 

 

We delimitate ourselves from using the following theoretical domains; Bottom of the Pyramid 

(BOP) concepts and Institutional theory. The share of the BOP market that demands 

telecommunication is estimated to hold 2.7 billion consumers that earn 2 USD or less per day, 

and have budget of 3 USD or less per month to spend on ICT. In that view mobile operators 

are one of the key industries that are benefitting the most from the BOP end users growing 

need for communication via basic voice and SMS (NSN, 2008: 6). However, the BOP market 

faces too many challenges in terms of low IT literacy and poor purchasing power, for mobile 

operators to be able to profit from mobile internet offerings to this market. We therefore 

delimitate this study from focusing on the BOP market. We also delimitate this study from 

making use of institutional theory as our primary focus are to work with the relationship 

between the mobile operators and the end users, without drawing much attention to the 

institutional level. 

 

When establishing the theoretical framework, we will make clear to the reader why the 

particular authors or texts are useful in our aim of building a business model for mobile 
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internet in emerging markets. In our work we do not seek to criticize perspectives or authors 

of the solely reason of doing so, instead we will remain critical to perspectives and authors 

because we find it useful to do so when working with our research questions.  

 

3.3.3 Empirical delimitation 

In this thesis we will draw a limit between primary data and secondary data. Primary data is 

data that has been generated to investigate a particular subject or specifically answer a given 

research question. On the opposite secondary data has been generated for one purpose, and 

subsequently employed as a basis for analysis in a different context (Hair et al, 2009).  

 

We delimitate ourselves from taking into account the specific characteristics that each 

individual mobile operator holds. E.g. market position, revenue size, market share, and 

country of origin. We are aware that mobile operators are different in nature and that they do 

not solely demand the same business model design for emerging market mobile internet 

market penetration. In that aspect, we do not believe that it is possible to design a business 

model that fulfills all the needs of a mobile operator. Instead, we believe that we can design a 

business model that can easily guide mobile operators to their own unique business model 

design. It will contain all the key building blocks that mobile operators need to confront 

themselves with. The different areas of the business model will need final configuration to fit 

a specific mobile operator and its organization. In the discussion section we will lay out in 

details how mobile operators can make use of the business model that we will be presenting.  

 

3.3.4 Research shortcomings 

The aim with this thesis is to design a business model for mobile internet on a specific set of 

emerging markets. In that regard we point towards the different research shortcomings that we 

find to exist throughout this thesis as a result of our proposed research question. 

 

When we aim to design a business model for the needs of the emerging market middle class 

segments, we understand that the model can come short in terms of applicability on two 

important parameters. First, the business model will not be directly related to a single 

emerging country, and second, the business model will not be tailored to the environment of a 

specific mobile operator. Instead we aim to design a mobile internet business model for 
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emerging markets with focus on the middle class that will be of more generic character. 

Hence, mobile operators will be able to benefit from the business model, but will need to 

tailor the different building blocks in the business model to their own organization and the 

environment where they want to make use of the model.  

 

Throughout our analysis we will be drawing upon a lot of secondary data published within the 

last 1-3 years. Under normal circumstances such data would be considered very valid. 

However, technological change connected to mobile internet usage; e.g. hand-set design, 

network capabilities, and software development, is changing so rapidly that even very new 

data could turn out to be out-of-date. Therefore, some of our findings may be at risk of being 

obsolete. To overcome this risk we will only use the newest data available to us within mobile 

technology and we will use a comprehensive number of sources. 

 

3.4 Secondary empirical data          

In this section we will present the specific types of secondary data that will lay the empirical 

foundation for the forthcoming analysis. Our thesis employs multiple types of secondary 

empirical data; those included are telecommunication industry reports and access to industry 

databases through Nokia Siemens Networks (e.g. Hartley et al., 2009: 2), academic 

publications (e.g. Adner, 2002: 3), consultancy papers (e.g. Shey and Carlow, 2009: 4), 

journalist articles (e.g. Brown, 2009: 4), and non-fiction books (e.g. Hollensen, 2003).  

 

Our heavy use of secondary empirical data in our analysis is necessary in order to develop a 

business model that is capable of overcoming the different key challenges (see section 2.1.). 

With case study examples from the telecommunication industry we will point towards the 

findings that they hold and use them throughout our analysis and discussion. This we believe 

will enhance our analytical level and eventually help us create the most solid proposal for a 

business model for mobile internet offerings by mobile operators in emerging markets. 
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3.5 Validity 

The scientific validity of this thesis is the assessment of the quality of the results that we 

generate. Validity is the most important quality criteria because it concerns our ability to think 

the thesis through in a clearly sound way (Olsen & Pedersen, 2004: 194). For us to ensure to 

generate valid results we use several components;  

 

First, when we use widely recognized theories we ensure that we base our conclusions on a 

theoretical foundation, which has the ability to produce constructive knowledge in a 

scientifically sound manner. The academic theories that we will apply in the thesis will all 

have been published in recognized publications. This means that the academic theories has 

undergone a large reviewing process before being published, thereby increasing the validity 

of this material. That process further assures that we will be building our thesis on a strong 

theoretical base. 

 

Second, we seek to ensure that our conclusions are based on a broad empirical knowledge 

base applicable to telecommunication, mobile internet, and business model design.  

 

Third, we aim to enhance our scientific validity by ensuring that there is good coherence 

between method, analysis and conclusions. We regard reality under the conditions that we 

laid out in the Theory of Science section, and we will only work and conclude within our 

research questions, which we have outlined in the beginning of the thesis. In that we believe 

we can ensure that the thesis is created in a logical way and that the conclusions are drawn on 

logic reasoning. 

 

3.6 Reliability 

Reliability is about the assessment of the data‟s solidarity in relation to the collection method. 

In our case this for example corresponds to if we can trust our learning‟s in connection to our 

data and theory of science. Data must be precise and well written, giving it a higher degree of 

reliability. However, the overall question about reliability is to be able to prove that the 

insecurity connected to the data does not influence the reliability (Olsen & Pedersen, 2004: 

196-197). 
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3.7 Ability to generalize 

The concern of external validity or our ability to generalize our findings from our case study 

research can be discussed, as our main objective is very industry specific in connection to our 

context. One of the standard criticisms of the case study is that findings deriving cannot be 

generalized (Bryman, 2004: 52). However, our findings could provide useful insight for 

mobile operators in other emerging markets or developed markets as elements of our 

proposed business model can be used in other settings or contexts. The learning‟s could 

provide mobile operators to re-think their way of designing business models in order to reach 

consumers with mobile internet in emerging markets. However, the findings through case 

examples will be carefully considered and discussed in our analysis in order for us to use the 

data in the most appropriate and useful manner.  

 

In section 3, we have elaborated on our scientific method throughout this thesis. In section 4, 

we will outline our theoretical foundation, which will lay the basis for our analysis. Under 

each theory we will introduce it and we will argue why we will be making use of it in our 

analysis. We will then outline the theory, its history, and applicability, together with 

introducing the leading professors that have researched within each of the theories. In the end 

after going through each theory we will argue for the approach we will be taking in this thesis. 
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4 Theoretical foundation 

In order to build a business model for mobile operators offering mobile internet in emerging 

markets, we find it important to introduce a range of different theories that we see as 

fundamental for this thesis. Thus, the following section will contribute to the thesis by 

reviewing contemporary and dominant concepts and theoretical perspectives, which are 

within the scope of our thesis.  

 

We will discuss current dominant perspectives on competition theory, consumer behavior 

theory, pricing theory, transaction cost theory, and theory on disruptive technologies. These 

areas of theory will function as our academic base in analyzing the telecommunication 

industry, specifically the relationship between mobile operators and end users in emerging 

markets, and suggesting a suitable mobile internet business model design.  

 

The combination of theories will be applied in this thesis, by providing a set of basic premises 

that will dictate the different perspectives put on important concepts and theories applied in 

this thesis. The theories are not specifically designed to be used solely in an emerging markets 

context. However, they are broad-based and well valued for their applicability across 

industries and markets.  

 

4.1 Industry competition theory 

The industry competition theory will be used to establish an understanding for the 

competition characteristics within the mobile operator industry in emerging markets. With 

this theory we will back-up our arguments within our analysis under the framework of the 

Marketing Mix. Competition theory has been developed based on competitive learning‟s since 

the beginning of the industrial era and until today. Therefore, we believe competition theory 

to be of universal character and therefore applicable for studying telecommunication 

competition in emerging markets. 

 

The neoclassical industrial organization theory has been used for decades. It was originally 

developed by Mason (1939) and Bain (1956) to assist government policy makers in 

formulating economic policies. Policy makers would have a list of structural attributes that 

reduce competition in an industry and with these in hand policy makers could foresee and 
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regulate the industries where firm returns would be greater than at a socially optimal fully 

competitive level (Barney, 1986: 792).  

 

Chamberlin‟s approach to competition was somewhat complementary to early neoclassical 

industrial organization theory. Instead of focusing on both industry structures and firm 

strategy, Chamberlinian economics focuses foremost on the assets and capabilities and their 

differences among individual firms. Also, the belief is that it is companies that shape 

industries and not the other way around. With this in mind Chamberlin came up with the 

concept of monopolistic competition; that is that firms could still enjoy high economic returns 

(such as with monopoly) in industries that had many characteristics of perfect competition, 

because of know-how, reputation, brand awareness, and teamwork. Schumpeterian 

competition deals mostly with the process of economic-, market- and technological 

developments in the economy. Of secondary importance was competition steaming from 

competitive actions of firms, because the fundamental changes were believe to come from 

new goods, new transportation, new production methods, etc. (Barney, 1986: 793). 

 

Porter was among the first to directly remodel the original neoclassical industrial organization 

theory to assist companies in obtaining greater than normal economic returns on their 

investments. In his research he argued that success and failure of a company depends on 

strategic competitive advantage, and that it is the competitive strategy that makes sure that a 

mobile operator and any other firm creates and sustains competitive advantage (Sersland, 

1987: 63). In the Five Forces model Porter draws up what companies should attempt in order 

to gain competitive advantage (Barney, 1986: 792). 

 

A newer competition theory than the theory of perfect competition has been proposed by Hunt 

and Morgan (1995). They argue that their Comparative Advantage Theory of Competition 

handle key macro- and micro economic issues better than the neoclassical perfect industrial 

organization competition theory. This newer theory should be better at explaining the 

foundation for industry competition in today‟s society by providing better answers on how the 

real world is constructed: e.g. competition is not quantity adjusted where marginal cost equals 

marginal revenue as proposed by neoclassical theory; instead it is determined by the degree of 

comparative advantage in an industry such as proposed by Porter and Chamberlin (Hunt and 

Morgan, 1995: 3, and Barney, 1986: 792-793). 
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These four ideas or should we say models of competition are not entirely contradictory, but 

taken together, form a complete picture of the competitive forces facing firms. Forces that can 

either steam from change in society and the economy (macro-level) or directly from 

competitive actions by other firms (micro-level). We will in this thesis draw attention towards 

theories that deals mostly with the micro-level as we believe that neither a mobile operator 

nor any other firm has the ability to affect the society and the economy as a whole (macro-

level). Instead, we will work with competitive forces and strategy of a mobile operator in our 

work on designing a mobile internet business model  for emerging markets. 

 

4.2 Consumer behavior theory 

We will in this thesis make use of consumer behavior theory to support our analysis within 

various research areas; end user adoption-, needs- and demand, learning and education in 

regards to IT literacy and mobile internet usage, end user adoption of mobile internet, and last 

end user mobile internet benefit recognition. Consumer behavior theory has also been selected 

to back-up our research because it will help us to understand the behavior and buying patterns 

of and end user in emerging markets. Below we will work through the concept of consumer 

behavior theory. 

 

Neoclassical economic theory assumes that consumers are allowed to demand different 

quantities, their tastes and preferences are assumed to be identical, and consumers are 

believed to have perfect information at no cost (Hunt and Morgan, 1995: 2). However, 

according to newer theory such as the Comparative Advantage Theory of Competition 

proposed by Hunt and Morgan (1995: 2), consumers‟ tastes are not identical, they have access 

to imperfect information, and even to obtain information is often a costly affaire. Hence that, 

consumer behavior theory is about understanding the behavior that consumers display in 

searching for, purchasing, using, evaluating, and disposing of products and services that they 

expect will satisfy their needs (Schiffman and Kanuk, 2007). 

 

The key assumption within the marketing concept that evolved in the 1950s is that a company 

must determine the needs and wants of their specific target market and cover the desired 

satisfactions better than competitors in order to succeed. Herein consumer behavior theory 

evolved when marketers began to realize that instead of trying to persuade customers to buy a 
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firms products, some firms found that there was more success in first researching what 

consumers wanted and then producing it (Schiffman and Kanuk, 2007: 20). 

 

We will in this thesis focus on the personal consumer that buys mobile services for his or her 

own use, or for the use of the household, and we will make distinctions between the actual 

buyer and the user when and if needed. In addition we will in our business model design aim 

to incorporate the customer value of mobile internet in emerging markets. Doing this will be 

in order to create customer satisfaction, which is the strategy behind customer retention; the 

work in keeping customers and not letting them switch to another firm. Other aspects of 

consumer behavior that we will be drawing attention towards are Consumer perception, 

Consumer learning and the influence of the cultures apparent in emerging markets on 

Consumer behavior (Schiffman and Kanuk, 2007). 

 

4.3 Pricing theory 

Pricing theory and strategy will become a key research area for this thesis. Within any 

marketing mix and business model, whether it is in western- or emerging markets, pricing 

constitutes one of the most important areas for mobile operators. Also, pricing in relation to 

end users are also of key importance as it affects the affordability aspect for an offering such 

as mobile internet. We have chosen to work with pricing theory that takes ground in the 

service industry, making it more applicable for this thesis. Below the reader receives an 

understanding for pricing theory in relation to service offerings.  

 

Lascu and Clow (2007: 349) argue that pricing is a central marketing strategy element 

because setting prices is a complex undertaking. Hollensen (2003: 488) argue that pricing is 

of key importance as it is the only element of the marketing mix that can generate revenue. In 

pricing theory we distinguish between demand-based pricing and cost-based pricing. 

Demand-based pricing is about the „Law of demand‟ whereby consumers are believed to 

purchase more products at a lower price than at a higher price. This also refers to the price 

elasticity of demand that is defined as buyer sensitivity to a change in price (Lascu and Clow, 

2007: 349). Cost-based pricing is pricing seen from an accountants perspective where the 

approach to pricing is based essentially on costs (Hollensen, 2003: 491). Here an intangible 

service such as mobile internet is inherently more difficult to price than a physical good, 
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because it is harder to calculate the financial costs involved in providing a service compared 

to the costs associated with producing a physical good (Hollensen, 2003: 498). 

 

Nagle and Hogan (2006) have studied the area of strategic pricing for many years. The 

objectives of strategic pricing are about forecasting the product development costs adequately 

and to capture the value created for customers. Such objectives cannot be met unless the 

company has access to the right customer and competitor data, and the customers cannot 

capture the value of an offering unless it has been communicated to them. Nagle and Hogan 

(2006) believe strongly in strategic pricing over traditional financial cost-plus pricing (a cost-

based method). This is due to the reason that in most industries it is impossible to determine a 

product‟s unit costs because they change with volume, which changes with the changes in 

price. Cost-plus pricing and its failure to account for the effects of price on volume, and of 

volume on costs, leads companies to undermine profits (Nagle and Hogan, 2006: 1-5). 

 

For mobile operators to succeed in offering mobile internet in emerging markets getting the 

pricing strategy right will be of key importance. We will therefore work with strategic pricing 

through demand-based/customer driven pricing in order to analyze end user price sensitivity 

on the usage of mobile internet. We will also work with pricing that is dictated by competitive 

conditions (competition-driven pricing). Any goal of pricing should be to combine margin 

with market share in order to maximize profitability of the long-term. Such a goal can only be 

achieved through strategic pricing (Nagle and Hogan, 2006: 6). When we take the different 

conditions of our specific emerging market middle class segment into consideration (See 7.1 

Emerging Markets) we understand that price sensitivity and strategy for mobile internet can 

vary across these countries. (Hollensen, 2003: 507).  

 

How to price a service such as mobile internet also has to do with the presence of transaction 

costs, which is the cost of administrating a mobile internet pricing scheme (monitoring usage, 

billing, etc.). Sundararajan (2004) has found that offering fixed-fee pricing in addition to 

usage-based pricing schemes is always profit improving when an increase in the usage of an 

information good imposes near-zero or zero direct variable production costs on the seller 

(Sundararajan, 2004: 1661). If there is positive transaction costs present (e.g. big need for 

customer service), then a seller of information goods should offer a combination of usage-

based pricing and unlimited-usage fixed-fee (Sundararajan, 2004: 1669).  
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Moreover, Sundararajan has also found that the optimal design of pricing schemes also hold 

even if the transaction costs are borne by the customer and not the seller. For example, under 

usage-based pricing both the customer and the seller has interests in and bears costs from 

monitoring and controlling the monthly usage. In relation to mobile internet Sundararajan 

(2004) also argues for a low fixed-fee pricing at a minimum if the seller rely mostly on low-

usage customers, which could be true for mobile internet usage in emerging markets 

(Sundararajan, 2004: 1671). 

 

Avlonitis and Indounas (2005) have also studied the objectives of how service companies 

price their offerings. These two academics has found that whether the seller charge based on a 

fixed-fee or a usage-based pricing scheme, then the decision is fundamentally based on 

qualitative objectives rather than quantitative ones (e.g. maintaining existing customers, 

satisfying their needs, etc.). Also, the majority of service companies price using cost-based 

methods or price in accordance with average market prices (competition-based methods). 

However, it is already clear that setting prices based on customer experience (demand-based 

methods) throughout all the steps of the pricing process is preferable as focus it kept on the 

customer and not on e.g. internal costs in the organization (Avlonitis and Indounas, 2005: 54). 

In this thesis we will analyze and combine into our business model what pricing method 

mobile operators should offer when supplying mobile internet to end users (Avlonitis and 

Indounas, 2005: 47-49). 

 

4.4 Transaction cost theory 

Transaction cost theory will be used to shed light on the aspect of total costs for both 

operators and end users. Mobile operators bear a lot of costs in supplying services such as 

mobile internet to end users, and end users also carry costs in searching and using the service. 

We find transaction cost theory to be applicable for both services and emerging markets, 

because transaction costs are simple the costs of using the market independent of industry and 

world region (Besanko et al, 2007: 123). 

 

In the early stage industrial economic theory (1920s-1930s) firms were described not as 

hierarchies but as production functions whereby inputs were transformed into outputs 

according to laws of technology. By this time the importance of markets were not profound 

and were mainly viewed as exchange places where buyers and sellers met to exchange 
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standardized goods at equilibrium prices. This early stage transaction cost theory or just 

industrial economic theory was simplified because markets were perceived as being perfect 

with zero transaction costs (Williamson, 2008: 7).  

 

A part of today‟s transaction cost theory was first described by Ronald Coase in 1937 when 

he asked himself the question why so much economic activity take place within the firm and 

in which market transactions are replaced by centralized production. Coase concluded that it 

was because of the existence of transaction costs; the costs of using the market that can be 

eliminated by using the firm (e.g. search costs, contracting costs, monitoring costs, 

enforcement costs) (Besanko et al, 2007: 123). The aspect about using the firm is about 

integrating or de-integrating vertically in order to minimize transaction costs, the costs of 

using the market (Hollensen, 2003: 368). 

 

In this thesis we will underline the importance of transaction costs especially in relation to 

vertical integration and pricing discussions in designing a suitable business model for mobile 

internet in emerging markets. We will build up our arguments using the latest transaction cost 

theory proposed by Williamson and other relevant authors. We expect our analysis to 

document that high transaction costs are dominant among mobile operators but also among 

end users, who use time when searching and selecting the right mobile pricing scheme from 

the right supplier. Also, end users must monitor the usage and pay their bills. In that aspect 

transaction costs will expectedly form an integrated part of our pricing discussions in relation 

to our mobile internet business model design. 

 

4.5 Theory on disruptive technologies 

In this thesis technology plays an important role. Network coverage and hand-held devices 

will be an integrated part of our analysis. We will be analyzing the advantages of the mobile 

internet for end users. We will analyze what needs a hand-held device should cover, and we 

seek to dig into how services should be tailored to the needs of emerging market end users. To 

conduct such analysis, we will amongst others be using theory on disruptive technologies. 

 

Scholars (Adner, 2002, and Christensen, 1997) agree that disruptive technologies are 

technologies that introduce a different performance package from mainstream technologies 

and are inferior to mainstream technologies on the dimensions of performance. However, 
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when disruptive technologies are less sophisticated, less powerful and of lower quality, they 

often are also less expensive, simpler, more convenient, adequate and easier to use.  

 

According to Christensen (1997), disruptive innovations/technologies usually start by selling 

to new – or unprofitable – customers. When disruptive innovators improve the quality of their 

product, initially uninterested customers may begin to find that it fills a need and it is cheaper. 

Established companies invest in improving their core products, often to the point where 

quality outstrips what the market really needs or are willing to buy. Then when the established 

company notices the big market for the new disruptive innovation, it enters late and typically 

fails to compete. 

 

The notion of disruptive technologies, pioneered by Christensen (1997), has had a strong 

effect on the way technology competition is viewed today, as managers understand that 

technologies with inferior performance can displace established incumbents even though they 

underperform on the performance attributes (Adner, 2002: 667-669). Due to this aspect of 

disruptive technology theory the right strategy can sometimes be wrong. Investing in serving 

existing customers is most often valued over investing into new customers and new markets. 

But by the time the existing customers may demand a new and simpler technology, a 

disruptive innovator leads the market (Christensen, 1997). Therefore, western companies 

must not ignore the lower performing, less appealing and low-end disruptive technologies that 

the fast growing emerging markets demand nowadays, because this could lead to failure in the 

future (Adner, 2002: 669). 

 

A good example that supports our choice of using this theory is the notebook computer that 

established a completely new performance trajectory in the 1990s. In terms of speed the 

notebook computer underperforms but on portability and ease-of-use it created new ways for 

discussing performance in the computer industry (Christensen, 1997). The same has happened 

in recent years with the netbooks that underperform compared to notebooks, but performance 

are in oversupply as netbooks are mostly used for emailing and browsing the Internet.  

 

Many companies proudly think of themselves as being innovative. The great majority of 

them, however, are only good at producing sustaining innovations, which means products or 

services that meet the demands of existing customers in established markets. Few companies 
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have introduced true disruptive innovations. These are the kind of technologies that result in 

the creation of entirely new markets and business models (Christensen et al, 2002: 22). 

 

With all these aspects of disruptive technology theory and practice in mind, new simpler 

mobile network- and hand-set technologies and a mobile internet business model may have 

the opportunity to disrupt the value propositions in the telecommunication industry. 

Therefore, we will make use of disruptive technologies theory in this thesis, because we are 

convinced that it can help us analyzing the exact needs that emerging market end users have 

for mobile internet. However, we keep in mind that we need a strong theoretical foundation to 

answer the question: „Is mobile internet on handheld devices a disruptive technology?‟, and 

we must also remember that it is impossible to make ex ante distinctions between disruptive 

technologies and merely inferior technologies. 
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5 Business model foundation 

We find it important to outline different business model approaches in order for us to be able 

to propose a business model. We will do this by reviewing the development and the dominant 

concepts in the research area of a business model.  

 

First, we will guide the reader through the many dominant definitions of a business model. 

We will from a historical academic point of view show the reader how broadly based the 

concept of business models has been to date. 

 

Second, we will look into the elements of a business model and how the different academics 

see this aspect within the business model concept            

 

Last, we will use the previous sections in our business model foundation to discuss our 

business model foundation approach in this thesis. 

 

5.1 Definition of a business model  

The concept of a business model has over the years been defined in many publications, both 

by academics and practitioners. In this section, we will outline the different views and 

elaborate on how the concept of a business model will be used in this thesis. In our review of 

the business model concept, we have researched through established publications. This 

consists of journals, academic papers, and consultancy work, and all with emphasis on the 

definition aspect and elements of a business model. 

 

A study from 2005 (Osterwalder et al., 2005), shows that the term “business model” is a 

young phenomenon, though it was first mentioned in academic papers in 1957 and in title and 

abstract of a paper in 1960. The concept became widely discussed in the late 1990s in the so-

called “dot.com” era. Here firms were started outlining their business models as a way to 

attract funding (Sharfer, 2005: 200). By 2000, the term “business model” was extensively 

discussed in academic research with emphasis on its definitions and components (Pateli and 

Giaglis, 2004: 305) and (Sharfer, 2005: 200).  
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Despite the increase in business model publications within academic research, it seems that 

authors still have different viewpoints and expressions on this area. In different research 

papers the term “business model” can have different meanings and can stand for various 

things. E.g. a business model, types of business models, concrete real world instances of 

business models, or concepts of business models (Osterwalder et al., 2005: 5). 

 

A front-runner and a much cited author in the academic area of defining business models is 

Timmers (1998). Timmers examined the e-business industry in the 1990s in connection to 

business models. Based on his findings he defines a business model in three different parts; 1. 

Architecture for the product, service and information flows, including a description of the 

various business actors and their roles, 2. Description of the potential benefits for the various 

business actors, and 3. Description of the sources of revenues (Timmers, 1998: 4, and Pateli 

and Giagles, 2004: 307). 

 

Weil and Vitale (2001) have proposed that a business model should be defined as the key 

components holding up the business idea. Included herein should be products and services, 

actors, roles, information, revenues, and benefits. 

 

In a more simple way, Magretta (2002: 89-91) defines the term “business model” as a system 

that describes how the different pieces of a business fit together. Viewed in another way, the 

business model outlines a story that explains how an enterprise works (Pateli and Giagles, 

2004: 307). In addition, the paper states that profit is the key to discover if a business model is 

functioning or not. If the company fails to make profit, the business model needs to be revised 

(Magretta, 2002: 90). This is also supported by Morris (2005: 726-727) who sees the business 

model as a company‟s economic model that logically has to generate profit. The same view is 

seen in Steward and Zhao (2000: 290) that states that a business model is a statement of how a 

firm will make money and sustain profit streams in the long run. Amit and Zott (2001: 511) 

propose a business model definition that outlines the content, structure, and governance of 

transactions designed to create value through the exploitation of business opportunities. 

 

It should also be noted that Magretta (2002) distinguishes between business model and 

strategy as many people use the terms in the same way. However, business models seem to 

overlook a major part of performance: competition (e.g. through the use of Porters Five 

Forces). Here strategy comes into the picture with how to deal with competitors and how the 
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company will perform better than their rivals (Magretta, 2002: 91). The same view is also 

shared by Morris (2005: 730), who set up six different questions to underline a company‟s 

business model. Included herein is how the company should position themselves through 

different competitive strategic factors.   

 

A different view of the business model is proposed by Osterwalder and Pigneur (2002), who 

understand a business model as the link between strategy and business processes. To certain 

extend they also distinguish between business model and strategy. They see the business 

model as an overall and conceptual model that translates strategic issues into how the business 

functions (Osterwalder & Pigneur, 2002: 2). Therefore, the study handles the business model 

aspect as the missing link between strategy and business processes (Pateli and Giagles, 2004: 

307). 

 

Petrovic et al. (2001) states that a business model is not a description of a complex social 

system with its actors, relations, and processes, instead a business model describes the logic 

of a business system for creating value that lies behind the actual processes (Petrovic et al., 

2001: 2). A comparable definition of a business model is outlined by Shafer et al. (2005). He 

defines a business model as a representation of a firm‟s underlying core logic and strategic 

choices for creating and capturing value within a value network (Shafer et al., 2005: 202). 

  

One of the most recent and most recognized contributions in the business model area has been 

proposed by Osterwalder and Pigneur (2010). They have published a book named Business 

Model Generation where they define the concept of a business model as the logic of how a 

company intends to make money. The different elements in their business model will be 

outlined in the next section (4.2 Elements in a business model). 

 

From a more practical point of view, a study shows that executives, analysts and reporters 

also describe the concept of a business model differently. They use the term to describe 

everything from how a company earns revenue to how it structures its organization (Linder, 

2001: 2). The unclear definition from the academic world seems to continue in the financial 

world. This issue is underlined in a survey with 62 respondents from the information system 

community that received 54 different definitions of a business model (Osterwalder et al., 2005: 

1-2). 
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In our review of some of the most established publications in the area of business models, we 

can point out that some academic researchers look at the business model concept as the logic 

of doing business and how a firm generates profit. Other academics, sees the concept as a link 

between business processes and strategy. There does not seem to be a consensus of how to 

define a business model. We will elaborate on the unclear definition of a business model‟s 

overall purpose in section 5.3: Our business model approach. Here we will outline how this 

will influence our approach.      

 

We have in this section reviewed the definition aspect of a business model. In the next section 

we will look into the different elements in a business model.  

 

5.2 Elements in a business model  

In order to be able to outline a mobile operator business model for emerging markets, it is 

necessary to first define the elements in a business model, often referred to as components, 

functions, or pillars (Pateli and Giagles, 2004: 308). We will in this section provide the reader 

with an overview of the different research approaches seen in recent years in connection to 

business model elements. 

 

One of the areas within elements of a business model consists of decomposing the business 

model into sub-models. One of the first researchers to define business model components was 

Horowitz (Horowitz, 1996). Horowitz finds that the elements in a business model consist of 

price, product, distribution, organizational characteristics and technology. However, the 

elements in a business model have been increasing ever since in the business model literature.  

 

According to Linder and Cantrell (2000), a business model consists of seven pieces. These 

seven pieces range from pricing model, revenue model, channel model, commerce process 

model, organizational structure, value propositions, and internet enabled e-commerce. These 

different elements cannot be seen as an independent business model, but each of the elements 

may be an essential part of a business model (Linder and Cantrell, 2000: 3). 

 

Petrovic et al. (2001) has carried out some of the same assumptions as Linder and Cantrell 

(2000). In their study they see the components included in a company‟s business model as the 

core logic for creating value for the company. Hence, the components of a company‟s 
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business model differ substantially to other companies due to different approaches of creating 

value. Petrovic et al. (2001) also suggests dividing a company‟s business model into seven 

sub-models, ranging from a value model and revenue model to a customer relations model. 

The sub-models describe the logic behind the processes, for instance the production model 

shows why a certain production is chosen (Petrovic et al, 2001: 3).         

 

Afuah and Tucci (2001) adopt a wider approach of business modeling by defining eight 

components, namely: Profit site, Customer value, Scope, Pricing/Revenue Source, Connected 

Activities, Implementation, Capabilities, and Sustainability. The book outline that their 

elements are common across different business models and that they help firms generate 

revenue (Afuah and Tucci, 2001: 52).                                                                            

Another approach to decompose business models is taken by Alt and Zimmermann (2001), 

who define vertical and horizontal dimensions of business models elements. Alt and 

Zimmermann has increased the number o elements to six generic ones: mission, structure, 

processes, revenues, technology, and legal issues. They suggest that in designing a business 

model, all these elements have to be considered (Alt and Zimmermann, 2001: 7).  

 

A different view of decomposing business models into elements is taken by Krüger et al. 

(2003). Krüger et al. suggests an approach of breaking the business model into core and 

complementary components that suits a specific industry. The core components are the basic 

components that the company needs in order to run its business in a given industry. After the 

core components, the complementary components are added (Krüger et al., 2003: 310-311).    

 

Osterwalder and Pigneur (2010), basically propose the same view to break down the business 

model into sub-models, as above mentioned literature also proposes. In this instance, 

Osterwalder and Pigneur breaks the business model into nine building blocks; customer 

segments, value propositions, channels, customer relationship, revenue streams, key resources, 

key activities, key partnerships and cost structure. These nine building blocks seek to help a 

wide variety of companies across all kinds of industries with re-thinking/imagining their 

business model in order to compete in the new economic environment (Osterwalder & 

Pigneur, 2010: 16-17). 

 

There seems to be numerous views of decomposing the elements in a business model. 

However, after reviewing the business model literature by leading academics, we have found 
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that there is consensus on decomposing the business model into sub-elements or sub-domains 

(Pateli and Giagles, 2004: 308). This is seen in both early literature, (e.g. Linder and Cantrell, 

2000, and Petrovic et. al., 2001) as well as in new literature (Osterwalder and Pigneur, 2010).  

 

The content of the elements within the business model also shows some consensus, as most 

papers have elements such as value proposition, key resources, cost and revenue models 

(pricing model), customer relationship and organizational structure. To extend our literature 

review, Pateli and Giagles (2004: 308) have also suggested a consensus in the literature 

within alliances and partnerships. 

 

In this section, we have outlined how academics see elements in a business model. We will 

now, based on the past two sections on business model foundation, concretize and elaborate 

on our approach to business modeling for this thesis.  

 

5.3 Our business model approach 

As previously outlined in section 5.1, academics have not obtained a general consensus within 

the area of business model understanding. Numerous academics look at the business model 

concept as the logic of doing business and how a firm generates profit. Other academics see 

the concept as the link that connects the business processes with the strategy. Through the 

review we have done on the elements in a business model, we have seen that there is 

consensus for decomposing the business model into sub-models. In addition, most academics 

seem to agree on what kind of elements a business model should consist of.  

 

The purpose of this thesis is to propose a business model for mobile internet offered by 

mobile operators in emerging markets. The approach to business modeling chosen by us must 

be anchored in a theoretical- and conceptual perspective, and importantly it also needs to be 

based on strong empiric data.  

 

The authors Osterwalder and Pigneur (2010) have over the last ten years researched and 

published several academic papers on the concept of business models. Based on their 

comprehensive academic research in collaboration with 470 practitioners from 45 different 

countries, they have developed a business model template that can be used in any industry. 

The template has been applied by companies across the world such as IBM, Ericsson, Deloitte, 
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etc. They have tested the validity of the template and found it applicable for use in their own 

organizations. This fact makes it valid enough to be used for a new business model for mobile 

internet. The template by Osterwalder and Pigneur (2010) is named “The 9 Building Blocks”. 

It offers to show through nine basic building blocks how a company intends to make money. 

 

Through our business model research we have found out that Osterwalder and Pigneur (2010) 

has created “The 9 Building Blocks” on both theoretical- and empirical data. As such the 

template is viewed to be valid enough for it to lay the foundation for our proposal of a new 

business model for mobile internet in emerging markets. 

 

We will in this thesis make use of “The 9 Building Blocks” (see figure 1) as a foundation/or 

based template that will be our structuring paradigm when we discuss and propose our mobile 

internet business model. The business model proposal will to a large extent be shaped around 

“The 9 Building Blocks”. However, we find it necessary to tailor our own business model by 

taking out components from the base template and possibly adding new ones. In that way we 

can specifically design our own mobile internet business model proposal for mobile operators. 

 

 

 

 

 

 

 

 

  Figure 1: „The 9 Building Blocks‟ 

Source: Osterwalder & Pigneur (2010) 
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6 Analytical framework 

We seek to answer our research questions by establishing an analytical framework. The 

framework will help us to create the understanding on how to link the theory with the 

empirical data to reach our research objective with building a business model for mobile 

operators that offers mobile internet in emerging markets. 

 

It is important to emphasize that the goal is not to make an extensive analysis to identify all 

possible ways that a mobile operator can follow to generate future revenue from mobile 

internet in emerging markets. Rather, the purpose of our analytical framework is for us to 

have a tool that helps us stay on track with our related research questions during the analytical 

process. 

 

6.1 The 5 P’s of Marketing 

The 5 P‟s of Marketing will be used as a guiding analytical framework throughout a major 

part of the analysis. The marketing mix will function as a structuring paradigm that will 

support us in answering the research questions of this thesis.  

 

The marketing mix originates from the single P (price) of microeconomic theory. Later more 

P‟s were added to the marketing mix. At some point in 1991 Baumgartner suggested a mix of 

15 P‟s. The dominant marketing mix became the 4 P‟s of marketing proposed by McCarthy in 

1964. He proposed and simplified that a manager only needed 4 P‟s to satisfy the target 

market: Price, Product, Place and Promotion (Goi, 2009: 3). In 1987 Judd proposed a fifth P 

(People) after criticism from the service marketing area saying that the 4 P‟s did not cater for 

the service industry. There has been much discussion and surveys on which of the P‟s that is 

the most important ones. For years pricing was seen as the most important P, but arguments 

for and against the importance of the other P‟s are still coherent today (Goi, 2009: 3-4). 

 

The marketing mix is not a theory but more a conceptual framework that can help to identify 

the areas of decisions a marketer needs to make to configure a company‟s offering to suit the 

end user needs (Goi, 2009: 2). The marketing mix is sometimes also referred to as the 

controllable variables of marketing, because they can be controlled and manipulated by the 

marketer in relation to the target market end users (Hollensen, 2003: 763).  
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Many have argued for their dissatisfaction with the 4 P‟s of marketing. However, the 4 P‟s are 

still the dominant marketing mix today despite it having some limitations, because it is simple 

to use (Goi, 2009: 4-5). We have added People (the fifth P) to our mix in this thesis as we are 

working with a service (mobile internet). As the 5 P‟s will be used as the framework for some 

of our analysis we are not limited to its simplicity, instead we find that it will improve our 

analysis as it will become more controlled than e.g. using the 8 P‟s or 15 P‟s. It is the research 

underneath each of the P‟s that present quality to our thesis and not the framework itself as 

this only has a controlling function. 

 

6.2 Linking between theory, empirical data and analysis 

We have now constructed the theoretical foundation and our business model foundation, and 

we have outlined the marketing mix that will guide us through much of our analysis. As such, 

the analytical framework is the combination of the theories, the business model foundation, 

and the empirical data applied in the end user analysis, the marketing analysis, and the 

business model discussion. The analytical framework will take the role as our guide under 

which the analysis will be executed to answer our research questions and to suggest a mobile 

internet business model. Below we will outline how the analysis will be structured. 

 

We will start the analysis with laying out how we characterize emerging markets and their 

middle class consumers. Next we will conduct an end user analysis wherein we will outline 

the emerging market middle class‟ needs and demands for mobile internet. Hereafter, we will 

build a large part of the analysis around each of the 5 P‟s in the marketing mix. With a 

marketing mix guided analysis we will research on the mobile internet product and price, 

mobile internet distribution, and promotion to end users and the people aspect of a service 

offering. Based on our analysis, we will in the business model discussion use the business 

model template of “The 9 Building Blocks” by Osterwalder and Pigneur (2010). The template 

will be used to structure our key findings from the end user analysis and marketing analysis 

into our initial proposal on a business model. We will discuss the key findings and summarize 

what a mobile internet business model should include in emerging markets. To end the thesis, 

we will to the best of our ability conclude on the research question and the related sub-

questions. In the next section we will elaborate on our understanding and stand-point in 

emerging markets and their middle class consumers in relation to this thesis. 
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7 Understanding of emerging markets 

7.1 Emerging markets middle class 

In this section, we will seek to give the reader an understanding of our choice of emerging 

markets in our context. Such countries have made critical transition from a developing 

country to an emerging market. We will not build our analysis around a specific emerging 

market or geographical region in the world. Instead we will aim to analyze and argue for a 

business model that can be used to offer mobile internet to the masses in emerging markets. 

Below we will argue why we delimitate our study to focus on the emerging market middle 

class segments.  

 

In the current world of the 21
st
 century the middle class consumers of North America, Europe 

and Japan have been the source of demand until now, while low and middle income countries 

in Asia and other locations have taken the position as suppliers. However, the financial crisis 

has now encouraged the western middle class consumers to lower their consumption of 

consumer goods. Also, after the downturn ends, the developed world is expected suffer a 

prolonged period of slow GDP growth of 1% to 3% a year. In contrast the annual growth in 

emerging markets are expected to reach up to three times that rate (Immelt et al, 2009: 5).  

 

Therefore, companies are turning their eyes to the emerging middle class in Asia (especially 

China and India) and other regions of similar importance. It is expected that the emerging 

world middle class will become the next global consumers and by 2020 >40% of the global 

middle class consumers by western standards are expected to live in Asia. Today many 

consumers have incomes that position them just below and just above the middle class 

threshold. Also, a large number of them are expected to become middle class up to 2020 by 

western standards (Kharas, 2010: 6-7). 

 

OECD defines the middle class on a global scale as all of those with a daily per capita income 

in the range of USD 10-100 in purchasing-power parities (PPP) terms (Kharas, 2010: 6). In 

connection to emerging markets The Economist has pointed towards two other leading 

definitions; the first one is the medium-to-upper middle class segment that earns an income 

between USD 12 and USD 50 a day per capita in PPP terms from 2000. On that definition, the 

middle-class population of emerging markets was about 400 million in 2005 and in 2030 The 
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World Bank expects it to hit 1.2 billion people equal to around 15% of the world‟s population. 

A leading country in this segment is for instance Brazil (The Economist, Feb. 2009). 

 

The medium-to-upper emerging market middle class defined above excludes the middle class 

segment that has moved out of poverty but has not risen to an income above 12 USD a day. 

This lower segment of the emerging market middle class is huge in Asia (e.g. in China and 

India), and it is defined as those with an income between USD 2 and USD 12 a day at 2005 

PPP prices. USD 2 a day is a commonly accepted definition of the poverty line in developing 

countries, so according to this definition people above this line are middle-class in the sense 

that they have moved out of poverty.  

 

The lower middle class segment (USD 2-12) of emerging market consumers captured 

staggering 2.64 billion in 2005 up from 1.43 billion people in 1990, making it rise from one-

third of the developing world‟s population to now half of it (The Economist, Feb. 2009). We 

do not focus our study on the BOP consumers with earnings less than USD 2 a day, because 

we see them lacking the sufficient purchasing power to consume a service such as mobile 

internet. 

 

The distinction between the lower and the medium-to-upper middle class in emerging markets 

is especially important to the telecommunication industry and the scope of this thesis. 

Research has found that consumers in the emerging markets spend between 85% and 90% of 

their income on basic necessities such as food, transport, household goods and clothing. The 

remaining 10-15% of their income budgets is then left for services such as ICT. Here basic 

voice and SMS is important and necessary, and the costs of this leave very little extra income 

to be spent on mobile internet (NSN, 2010).  

 

In 2009 the average world price per MB data was USD 0.85, making mobile internet much 

more expensive than basic voice and SMS at the current price levels. However, it is expected 

that the world MB data price will fall with 85% on average to USD 0.13 in 2014 (Moss, 2010: 

7). 

 

We will in this study base our research and eventual business model proposal around the 

needs of both the lower and the medium-to-upper emerging market middle class. Based on the 

segmentation above the highest middle class segment has a daily income in the range of USD 
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12 and USD 50 allowing them sufficient purchase power for a service such as mobile internet. 

In the case of the lower middle class segment in emerging countries earning between USD 2 

and USD 12, we are not sure if they can afford mobile internet, but we aim to find out.  

 

The many emerging market consumers earning less than USD 2 a day is not within the scope 

of this study as they simply lack the sufficient purchasing power. The upper class consumers 

of emerging market societies that hold incomes of >50 USD a day will have the sufficient 

income power to demand conventional mobile internet. With that we mean pricing schemes 

based from operators that build on flat rate all-you-can-eat business models known from the 

developed markets.  
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8 End user analysis 

In order to be able to answer our research question, hence propose a business model, we first 

need to analyze the end users‟ needs and demands. In this section we will concentrate on the 

different factors that affect the potential for enhancing mobile internet from the view point of 

an end user.  

 

8.1 End user need perspectives 

For many consumers, mobile internet will change their lives by improving connectivity 

through better communication and information along with other benefits. Through mobile 

internet end users can gain better access to information on technologies, products, and pricing. 

In that regard, the job of mobile operators is to identify and satisfy consumer needs better and 

more rapidly than competitors in order for them to sustain profitability and growth in a 

competitive and highly complex marketplace as telecommunication (Schiffman et al., 2007: 

80). 

 

In the view of consumer behavior, it is important to emphasize that our target group of the 

emerging market middle class have their basic physiological needs met. When the basic needs 

are met, people look to move up the “Maslow‟s Need Pyramid” for other things in order to 

satisfy their needs at a higher level. At the higher level of needs, mobile internet as a product 

has an important role to play for consumers, especially within the safety and social needs, 

mobile internet can satisfy consumer needs to certain extend (Lascu & Clow, 2007: 108). 

Therefore, it is important that mobile internet is specific tailored to the needs of the emerging 

market middle class. 

 

Segmentation by working life needs 

In order for mobile operators to tailor the mobile internet to the specific needs of emerging 

market consumers, it is necessary to segment the consumer needs. Needs-based segmentation 

is based on customer needs. It is the process of segmenting the market based on understanding 

the needs of the end user (Greengrove, 2002: 410). A number of operators in emerging 

markets have recently developed and launched mobile data services that target a broader 

segment of emerging markets populations beyond the elite. Currently these services contain 
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up to date information on the pricing of goods and services or the weather (Dobardziev et al., 

2010: 9-10). 

 

Mobile Internet as a product can help the emerging market middle class in securing and 

maintaining their financial security within the needs of safety. In this matter, mobile operators 

can offer mobile internet services that are essential for the working life needs of end users, but 

many consumers are not aware of what possibilities the mobile internet can offer in that 

regard. This is also seen in theory as marketers do not create needs, but make consumers more 

aware of their unfelt needs for mobile internet opportunities (Schiffman et al., 2007: 80).  

 

One example of an unfulfilled need that has been fulfilled by a mobile internet data service is 

CellBazaar supplied by the mobile operator Grameenphone. The online marketplace is 

available to Grameenphone end users in Bangladesh where they can buy and sell goods via 

the mobile internet. This is a good example of a service that is being delivered effectively 

through mobile internet and goes beyond personal computers with focus on the working life 

needs of end users. The CellBazaar is available when and where the consumer needs it, rather 

than in places of shared Internet with possible restricted online hours (Nokia Horizon, 2010: 

23).  

 

Segmentation by social, health and educational needs 

Social, health and educational needs can be covered using mobile internet services that are 

tailored to the needs of the emerging market middle class. The social needs can be covered by 

mobile internet with social data services, e.g. social networks, entertainment and email. In 

order to drive these social services forward in emerging markets it is essential to emphasize 

that mobile operators have to focus on how to integrate mobile internet as a part of end users‟ 

daily life. For mobile operators it is not about creating a need for all mobile internet services. 

Instead it is about being aware of latent end users needs mobile internet services can cover. 

For instance, the needs for consumer messaging (regular SMS) can be switched to mobile 

internet (email and social networks), which provide opportunity to cover the unfulfilled social 

needs that will satisfy end users‟ basic messaging needs and beyond (Schiffman et al., 2007: 

99). 

 

Health and educational mobile Internet services should be seen as a latent consumer need, 

where mobile operators have to make consumers aware of them having these needs. The need 
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for these services would be greatest in rural areas where infrastructure and resources limits the 

access to health and education. However, there could also be a need for online health and 

educational services in urban areas, as the emerging market middle class that lives in urban 

areas have the buying power to afford mobile internet. Only few health and education online 

services have been launched and in most cases, these services have been subsidized by 

governments and other health and educational institutions in order to reach the poorest and 

most isolated people of a population (Dobardziev et al., 2010: 9-10). 

 

In terms of covering the needs of consumers, it is important for mobile operators to deliver 

mobile internet services that are driven by customer retention, customer satisfaction and 

customer value to secure future revenue and profitability. These drivers are all important 

factors for mobile internet success and by doing so operators will build strong relationships 

with end users. However, the key factor in building a strong customer relationship within 

mobile Internet is end user experience. The end user experience is critical to enhance the 

success of mobile internet, as building a great experience is directly correlating with revenue 

increases. However, in emerging markets, accessing the mobile internet will for many end 

users be their first time using the Internet. Hence they will not be expected to have high 

expectations as in mature markets, where consumers are used to desktop Internet access. 

Therefore, the uptake of mobile internet in emerging markets will differ substantially as end 

users will not be expected to view the mobile internet as a necessity to their private- and daily 

working life, unless it creates core value to them (Shaw and Ivens, 2002).   

 

Mobile operators should tailor services and pricing to meet local consumer needs in emerging 

markets. This will secure that end user experience will be high. With this in mind, building 

great customer experience will in the long run generate competitive advantage to operators 

(Shaw and Ivens, 2002). In that aspect there should be possibilities for growth within mobile 

internet data revenue that will help operators‟ revenue within a few years (Nokia Horizon, 

2010: 11).  

 

In this section, we have covered the end user needs. Mobile operators cannot take consumer 

needs for granted in any given market. Especially in emerging markets that are generally 

dynamic and volatile. The mobile operators‟ role is to address the consumer needs beyond 

simple voice communication, e.g. data services that cover the latent needs of consumers‟ 

private and working life. In the next section, we will analyze the mobile internet demand.    
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8.2 End user demand development 

In recent years, many emerging markets have experienced high economic growth relative to 

developed countries. The economic development is connected to increased production where 

the country is using its resources more efficiently. In terms of communication most emerging 

markets follow a similar pattern with increased production and the first mobile service being 

used by the masses is basic voice (see figure 2). As affordability progresses in the consumers 

favor, the different mobile communication services comes into the reach of individual 

consumers who seek to upgrade their subscription and handsets. The switch from shared to 

personal mobile has seen the strongest growth and has been emerging in recent years 

throughout emerging markets. Now the emerging markets are ready for the next transition to 

mobile internet (NSN, 2009: 6).  

 

 

 

Internet access is likely to follow the same transition as with shared voice to personal voice, 

as the first internet experience in emerging markets is shared internet, e.g. internet kiosks and 

internet cafés. However, numerous consumers of emerging markets will have their first 

experience of the internet on their mobile handset. The transition should be seen in two 

different ways. First, it starts with affordability as many emerging market consumers now 

have the buying power to purchase services and handsets that will enable them to access the 

mobile internet. However, even more important is the technological development that has 

driven down the prices for both services and handsets respectively (NSN, 2009). 

Figure 2: Evolution in mobile communication  

Source: Own model based on (NSN, 2009: 6) 
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The transition from shared internet to personal mobile internet has begun in emerging markets 

and the potential is enormous. There is an untapped potential of consumers with basic voice 

access who are ready to move up the latter. Here mobile internet is becoming affordable for 

the growing emerging market middle class with their increased purchasing power, decreasing 

handsets prices and cheaper services (NSN, 2009: 6-8). With the demand for mobile internet 

analyzed from a theoretical perspective, attention will now be directed to the increased 

demand seen from an empirical angle.   

 

From an empirical point of view, the economic development has entailed a mass adoption in 

the area of mobile communication. The main growth is seen in the Asia-Pacific region, 

notably China and India, but also in Africa and the Middle East global mobile subscriptions 

are estimated to hit nearly 5 billion in 2015 (McQueen, 2010: 1). In addition, Informa market 

data shows that by the end of 2009, there were 525 million mobile internet users in Asia 

Pacific, or 11.4% of the world mobile subscriber pool. By 2014 the total number of mobile 

internet end users is forecasted to reach 2.1 billion, and most of them will be originating from 

emerging markets (see figure 3). A substantial part of these new mobile internet users will 

come from the emerging middle market class. The total global mobile internet end user 

penetration will at that time be approximately 42% (own estimation, based on Informa 

interactive forecasting tool, 2009-2014).  

 

 

 

The increasing demand for mobile internet means that mobile operators need to address a 

large part of their service offerings based on mobile internet data services. The challenge for 

operators is to offer the right services that will satisfy the needs of end users, in order to stay 

Figure 3: Expected global mobile internet end users, by region from 2009-2014 

Source: Mobile content and services interactive forecasting tool, 2009-2014, Informa 

 

 



 46 

ahead of competitors. In emerging markets at current, data services are dominated by mobile 

financial services that include mobile payments, money transfer and banking. These services 

are driven by the demand from largely unbanked consumers in the informal economy (Hartley 

et al., 2010: 10). The mobile financial services have given the consumers in emerging markets 

the ability to use banking services as a daily-life functionality that provide huge opportunities 

for emerging market consumers. 

 

The growth in mobile financial services is a good example of how emerging market end user 

demand for services is driven by functionality, where services improve the daily-life activities 

of end users. In this example, the service is based on SMS. Another example include the 

operator MTN‟s Google SMS service that offers information on health, agriculture, search 

and trading via SMS. Another one is Grameenphone‟s CellBazaar online trading portal in 

Bangladesh. This online marketplace is available over both SMS and mobile internet. All 

together these data services offer practical solutions to everyday problems for emerging 

markets end users (Hartley, 2010: p. 10). 

 

As low-cost handset devices with mobile internet access are getting within reach of millions 

of emerging market middle class consumers, the mobile internet demand will increase. The 

mobile internet offers new and different opportunities to the consumers. The demand will 

mainly derive from data access, services and applications. The most important mobile internet 

demand enablers are social networks, entertainment, mobile email, local content and IT skills 

training of end users, which all will be outlined in the following (NSN, Sep. 2009). 

 

Core voice and SMS communication has provided huge opportunities for emerging market 

end users to connect with friends and family. However, new platforms are developing the 

notion of being in touch such as social networks do. Social networks is one of the main 

drivers for the mobile internet demand, as social networks provide even wider possibilities to 

“share your life” and “stay in touch” compared to previous communication platforms. End 

user demand for mobile internet will be driven by peoples‟ need to stay in touch and will 

accelerate as more and more people get access to the different social networks. For instance, 

Facebook has been launching new mobile features intended to help more people access the 

site more often (Morrison, 2010). In addition, Facebook is one of the most visited sites on 

mobile phones in emerging markets. This will be analyzed later in the marketing analysis. 
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Entertainment is also one of the main enablers for demand of mobile internet, especially the 

video-sharing platform of YouTube. Recently, YouTube has globally launched a YouTube 

mobile site that will ensure faster downloads and social connectivity through different social 

networks. Consumption of YouTube content from mobile devices were up 160% in 2009 

from the previous year and one of the most consuming countries of mobile YouTube in the 

world is the emerging country Mexico. In addition, some of the highest YouTube access 

growth rates have been seen in South Africa where consumption has increased massively by 

150% year-on-year (Memeburn, 2010). It should also be noted that the original YouTube site 

is one of the most visited sites within emerging markets, which has been reported from Opera 

Software‟s “Top 10 sites” on different emerging countries (Opera Mini case study, 2009: 4-8).    

 

The mobile email will be one of the main drivers that are going to create demand for mobile 

internet in emerging markets. A large number of end users in emerging markets may have an 

email address that has been set up via internet cafés/kiosks, libraries or other public locations. 

However, they do not have consistent access to the internet through a computer and in most 

cases the end user has to leave their homes. The mobile internet has the potential to eliminate 

this hassle for end users through online access on their handsets (Burley, 2009).  

 

In emerging markets, many people do not get the opportunity to learn English and in countries 

with close linkage to the English language, users tend to seek information from outside their 

own country (Mbongue, 2010). In an academic paper, it is stated that English is positively 

associated with Internet usage on all specifications (Ferro et al., 2006: 13). Therefore, it is 

necessary for operators to offer mobile sites with local content in emerging markets where the 

English language is a barrier. For instance, the internet giants Yahoo, Google and Microsoft 

have recently invested in the fast-growing Middle East and North African regions. Here they 

have partnered with local companies to establish offerings in Arabic language content, and 

Arabic versions of its products and services such as email and instant messaging.  

 

Another example of tailored local content is seen with Saudi entrepreneurs who have 

established a much more acceptable alternative to YouTube called NaqaTube (Naqa means 

pure in Arabic). The sites content comes from YouTube, but NaqaTube ensures that it is 

acceptable enough to be viewed by Arabic religious and political groups (Hamza, 2010). 

However, it should be noted that local content as an enabler for mobile internet demand 
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should be seen in the long term as end users will focus more on simple access in the short 

term (Mbongue, 2010). 

 

In emerging markets, many people have yet to experience the Internet and mobile internet will 

be their first time accessing the Internet. Hence, many people in emerging markets lack basic 

IT literacy (NSN, 2008: 2). In the academic study by Ferro et al. (2006: 13), it is stated that IT 

skills are an important determinant of Internet access and Internet use. In addition, basic IT 

skills significantly increase the greater Internet access and Internet use which in the long run 

will stimulate the use of mobile internet. Therefore, education of end users in order to achieve 

the necessary competences of mobile internet should be viewed as an important trigger for 

mobile Internet demand. 

 

The main triggers for mobile internet demand are higher incomes and lower prices on 

technology (NSN, 2008: 2-3). However, as we have outlined in the end user demand 

development of mobile data services, the demand is being triggered by services that are 

helping the end users in their daily life, e.g. financial- or communication services. The 

demand for mobile internet has been triggered by the same assumption as other data services; 

that services catering for the end users need for social networks, emailing, entertainment and 

local content has a considerably influence on the trigger for the mobile internet demand.        

 

In the end user analysis we have outlined the consumer need and demand for mobile internet. 

With this in mind, we will now move on to analyze the different aspects of mobile internet 

within the 5 P‟s marketing mix framework. This will give us an understanding of how the 

operators should engage their approach with mobile internet.  
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9 Marketing analysis 

9.1 Product 

We will in this section analyze the mobile internet from the product point of view. In order to 

do that we will start out with examining what design and usability characteristics a hand-held 

device must hold to cover the needs of emerging market end users. Next we will dig into the 

services that the mobile operators have to be capable of supplying to the end users: voice, 

SMS, MMS, and data access. We will keep main focus mobile internet through data access. 

Last, we will analyze if mobile internet on handheld devices can be described a disruptive 

technology and what it means if yes or no to that question. 

 

Handset 

For end users to gain internet access they need a handheld device, an internet browser, and 

data access to a cellular network. The device does not need to hold the characteristics of a 

smartphone in order for the end user to gain internet access (Moss, June 2010: 1). However, 

the degree of success of mobile internet strongly depends on the handsets, as it is the handsets 

that create the motivational and positive experience when end users make use of the mobile 

internet (Kjeldsen, 2009: 7).  

 

According to Nokia Siemens Networks (NSN) a handset needs to cover four important 

usability- and satisfaction areas in order to successfully supply internet access to end users 

(See figure 4). First, the design and appearance need to look and feel good. Second, it is 

important that the features and functions cover the needs of end users. Third, a handset must 

have a high degree of functionality and usability so that it quickly and easily reacts to the 

„wants‟ of end users. Last, a handset must be efficient in the meaning that is must hold a high 

degree of reliability in usage and operations, and it must be robust (Kjeldsen, 2009: 17).  
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If we rate these four satisfaction areas after importance in an emerging market setting then 

Functionality and Usability ranks highest. This because emerging market end users must be 

able to trust their device as e.g. they are often cut-off from much of civilization when living in 

rural areas. Then it is arguable to say that efficiency in terms of e.g. battery life capacity is of 

key importance for emerging market end users as electricity in rural areas can be rare (Opera 

Mini case study, 2009: 5). Features and Functions could come in as no 3 because of the 

increasing demand for functions beyond voice; e.g. mobile banking and mobile internet. The 

last device area for emerging markets we find to be the design and appearance of a handheld 

device. The handset is a status symbol in emerging markets as it is anywhere else in the world. 

Also, the fact that consumers are to a large extent irrational could make the design and 

appearance of handsets rank higher in the perception of emerging market end users. However, 

as this emotional topic is not within the scope of our research and will therefore not be 

analyzed and discussed much further.  

 

In emerging markets such as Indonesia, India and China, these countries share the exact 

similar marked trend when it comes to mobile internet usage through the widespread Opera 

Mini web browser: without any exception the top 10 handset devices on these three emerging 

L ooks , s tyle 
& ergonomics

F unctionality/
Usability 

Usability 
satis faction

F eatures  & 
F unctions  

E fficiency

B eing able to 
do what I 
want quickly, 
eas ily & 
intuitively

R eliable in 
usage & 
operation & 
phys ically 
robust so is  
durable

How it looks  
and feels  and 
what this  
communicates  
emotionally

What the 
handset 
can do

L ooks , s tyle 
& ergonomics

F unctionality/
Usability 

Usability 
satis faction

F eatures  & 
F unctions  

E fficiency

B eing able to 
do what I 
want quickly, 
eas ily & 
intuitively

R eliable in 
usage & 
operation & 
phys ically 
robust so is  
durable

How it looks  
and feels  and 
what this  
communicates  
emotionally

What the 
handset 
can do

Figure 4: Usability satisfaction model 

Source: Kjeldsen (2009), NSN 
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markets during spring 2010 were all manufactured by Nokia and they were simple devices 

with data access and not smartphones. The most viewed sites were pages such as Youtube, 

Facebook, Wikipedia and Google, supporting the fact that an emerging market end user does 

not need a smartphone to gain access to widespread global information through mobile 

internet (Tetzchner, 2010: 4-5). 

 

The lowest priced Nokia data handset is the 1680 Classic (Nokia & NSN, 2009: 4). In 2008 

when it was released it was referred to as the most affordable data- and camera phone ever. 

When it was first released it sold for $78 (Sweeney, 2008). However, it is assumable that it is 

available today for much less or even at zero cost on a subscription plan. The world‟s 

cheapest phone (only voice and SMS) is currently the Vodafone 150 that sells for $15, but 

also makers such as HTC and Huawei offer phones in this price category. However, despite 

being low in cost, these phones cannot offer the emerging market end user mobile internet 

data access, and experts are arguing that handset manufacturers need to develop a really low 

cost handset with an internet browser option. This is not yet the case (BBC, 2010). 

 

It is not within our primary focus to deeper analyzing the handset market. We have simply 

outlined that Nokia seem to be the preferred handset by millions of emerging market end 

users, and that handsets with and without data access are available at a relatively low cost. 

The aspect of handsets is not that important in this thesis despite those handsets with data 

access not being priced at the lowest level. This aspect is supported by market data that argues 

that the handset cost on a global average only takes up 5% of the total cost of ownership that 

an emerging market middle class end user has. The next 12% is allocated to taxes (VAT, sales 

tax, etc.), and the remaining 82% is on average allocated to the cost of services, e.g.: voice, 

SMS, data, and MMS (Nokia & NSN (Sep. 2009: 4). Below we will analyze deeper the 

services that the operators has to be capable of supplying to the end users. 

 

Services 

In this section we will dig into the services that the mobile operators have to be capable of 

supplying to the end users. To a large degree how easily accessible the services are to end 

users will depend on the business model design. Therefore, services are of great importance 

and it is our primary focus to analyze the service offerings in connection to the relationship 

between operator and end user. 
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Services are the content an end user can get access to through the offerings from mobile 

operators. Main overall services are basic voice, SMS, MMS, and data traffic (Nokia & NSN, 

2009: 4). In this thesis our main primary focus is on data traffic as it provides mobile internet 

access through the use of an internet browser and access to email service (Opera Mini case 

study, 2009).  

 

In order to motivate new and existing emerging market middle class end users to spend more 

time and eventually money on data traffic, it is important that operators keep tight focus on 

the services they offer. Services must be relevant to the life of the end user and match end 

user expectations, in order to increase the overall customer experience and quality of life 

(Kjeldsen, 2009: 12). Put in another way, deep consumer understanding by operators is 

necessary to meet the needs and tastes of emerging market consumers. The services should 

tailored to the market context by being built up from the ground, based on local context, local 

content and local language (Nokia & NSN, 2009: 13). 

 

Mobile email is the first “killer” service. For small business end users lacking internet access 

to a computer, mobile email is their opportunity to connect with a wider digital community 

beyond other handset users. Mobile internet grants access to desktop users. Small emerging 

world business owners can communicate over email with suppliers and customers that use 

desktops. Email is simply a more acceptable for business communication than SMS 

(Expanding Horizons, 1/2010: 5). 

 

Where else business related emailing is rising on emerging markets, personal emailing is 

believed to experience lesser growth  as consumers are increasingly using social networks to 

send messages. The social networks address the massaging needs of emerging world middle 

class end users in a suitable new way. Therefore, for instance in India a Twitter a-like SMS 

service named Gupshup, which gives access to social networking through SMS technology, is 

growing as it provides social communication access to end users that cannot afford mobile 

data access. However, as the costs of data access will fall, it is forecasted that mobile email 

and mobile internet increasingly will supplement SMS when an end user gets data access on 

his/her mobile phone (Expanding Horizons, 1/2010: 6-7). 

 

Mobile internet browsing is the second “killer” service. The key technology that has made it 

possible for end users to use handset for internet access is proxy browsing. The proxy servers, 
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which are typically run by an operator or third party, are indispensible because they convert 

standard websites into content that can be viewed on low end handsets. The proxy servers 

decreases the data load of a site by up to 90% making it possible for an emerging market end 

user with a low-end handset device to be able to view today‟s top-end websites (Expanding 

Horizons, 1/2010: 11). 

 

For current and future success of mobile internet depends largely on the gateway named the 

browser. The internet browsers have to function well on a wide array of lower-end handsets 

(Opera Mini case study, 2009: 4). On emerging markets where operators and end users prefer 

the simple hand-set devices such as the ones offered by Nokia, a simple and fast mobile 

internet browser that fits with the low-end handsets is favored. One of them is the Opera Mini 

that allows internet access on low-end handsets that are affordable to the middle class. This 

browser is built for the purpose of being speedy, versatile and powerful on simple handset 

devices, covering the needs of emerging market middle class end users (Tetzchner, 2010: 16). 

The Opera Mini browser also has low battery consumption, low CPU requirements, and 

language settings can be customized. This empowers low-end handsets for full Internet access 

on an emerging market. Other browsers exits, but the Opera Mini is referred to as it is the 

most successful browser on emerging markets (Opera Mini case study, 2009: 3).  

 

When emerging market middle class end users browse the web, they then show the same 

consumer behavior as we see on western markets. In Indonesia the top 3 page views on the 

Opera Mini browser are Facebook, Yahoo, and YouTube. In India these 3 sites are within top 

5 plus Google is the no 1. In China only one site makes it within the top 10 and that is 

Google.cn as the third most used site on the Opera web browser (Tetzchner, 2010: 4-5). Based 

on prior knowledge and the data from Opera Software we can conclude the following: The 

reason why end users in Indonesia, India, and many other emerging markets consume the 

same mobile internet services as we do on western markets is because they only have limited 

access to local content based services (Tetzchner, 2010).  

 

Mobile banking is the third “killer” service. In emerging markets most people do not entitle to 

a bank account. To cover the banking needs of the middle class end users in emerging 

markets, operators are increasingly offering mobile banking services to customers. Mobile 

banking can be split up in four categories the first one being the most widespread. 1. Mobile 

money transfer services are now widespread in emerging markets. They allow customers to 
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transfer funds in two ways; from one handset to another or from a handset to an agent where 

the receiver can physically withdraw the money. In Indonesia the operator Telkomsel has 

joined forces with Indomaret, a local retailer. Here end users can collect their money. In Fiji 

Digicel has partnered with the country‟s postal agency, Fiji Post, where end users can visit to 

do all their banking (Informa, 2010). 2. Mobile savings services allow customers to save up 

money using their handsets. 3. Mobile credit services allow customers to apply for microloans. 

4. Mobile insurance services allow end users to insure themselves against death, disability, 

medical expenses (Escofet, 2010: 8).  

 

The reason why operators have achieved great success with the mobile money transfer service 

is because of easy market implementation. The reason why the other three banking services 

are not as big just yet is because of two things. First, such services intrude on banking 

territory and therefore operators need financial certifications from governments or need to 

enter joint-ventures with local banks. Second, the technology is more demanding compared to 

simple money transfer. As such the advanced money services could also work as a mobile 

internet service instead of a SMS service, but only few end users have mobile internet access 

and knowledge (Escofet, 2010: 1-8). 

  

When India‟s top operator Bharti Airtel wanted to roll out mobile banking services they 

researched the market and found the following: more than 50% of their customers did not 

have bank accounts and many Indian workers worked for daily rates. Also they received their 

salary in cash but had no bank account to keep their money in. As a consequence many 

employers were holding the money of their employee‟s and charging up to 10% for the 

service. This showed the price people were willing to pay for a money service (Wood, 2010).  

 

With the growing demand for search engines, social networks, browser access, and mobile 

banking, there are huge business opportunities for the operators. As such operators must first 

of all deliver high data quality over their networks. Data still accounts for a small slice of the 

revenue pie, but there is enormous growth potential for operators if they can: 1. Tailor 

services to the needs of end users, 2. Make data more affordable for the middle class for end 

users to adopt it, and 3. Promote innovative pricing options that are tailored to the needs of 

the different end user segments. Operators could also gain new revenue from different kind of 

mobile internet advertising, e.g. in collaboration with the browser software companies such as 

Opera (Expanding Horizons, 1/2010: 11-12). 
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Technology 

The mobile internet product is the handset, the services, and the subscription plan that 

together combines into one technology (the subscription plan will be analyzed in the next 

section; Pricing). It is well argued throughout this thesis that the mobile internet offering on 

emerging markets is disrupting the market place where people until now have accessed the 

internet on desktops if they could afford it. The question is if mobile internet is a sustaining- 

or a disruptive technology, what it means, and what affects it could have. 

 

Disruptive technologies are technologies that introduce different performance features from 

mainstream technologies and are inferior to mainstream technologies on the dimensions of 

performance (Adner, 2002, and Christensen, 1997). To argue that a basic handset with 

browser access, mobile banking and emailing (the three killer apps), and local language 

settings (e.g. a Nokia handset with Opera software) is a disruptive technology in emerging 

markets, we have to argue for the rationale that the technology positively disrupts the 

behavior of the end users and the industry as a whole. 

  

The mobile internet package for emerging markets offer less of what customers in established 

developed markets want but at a much lower price. The simple handset with browser access 

offer a different package of attributes valued more in emerging markets remote from, and 

unimportant to, the mainstream smartphone market in developed markets (Christensen, 1997: 

8). As such, simple handsets with browser access and content in local languages are not a 

sustained innovation steaming from the smartphone market, in contrary it could be a 

disruptive technology (Christensen, 1997: 7).  

 

Disruptive technological change is the change that put an end to the way things have been 

done in the industry until that point where the disruptive technology interrupts the market 

order (Christensen, 1997: 7). A technological change that is of interest to this analysis is the 

notebook and mainframe computer discussion. The notebook could be characterized as a 

disruptive technology because it established a completely new performance route, with a 

definition of performance that differed substantially from the way mainframe computers were 

measured (Christensen, 1997: 4-5). 

 

A disruptive technology is less sophisticated, less powerful and of lower quality, and often 

also less expensive, simpler, more convenient, adequate and easier to use (Cooper, 2005: 3). 
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This is the case with mobile internet in emerging markets compared to: 1. Internet on desk 

tops and 2. Internet on expensive smartphones. Emerging market end users do not need 

expensive smartphones to gain Internet access and improve communication ability. In that 

aspect simple handsets with emailing and data access can be seen as a disruptive technology. 

A simple handset with browser access underperform on the performance attributes, but on 

emerging markets such devices disrupt the market setting because they can do the job at a 

lower costs compared to desktops and smartphones. 

 

We have previously found that the end user behavior in emerging markets is not that different 

from western markets. In selected emerging markets the top page views happen to be sites 

such as Facebook, Wikipedia Google and YouTube. The same is the fact in developed 

markets (Tetzchner, 2010: 4-5). However, the technology that gives access to these services 

varies between developed and emerging markets. In emerging markets the software and 

services are tailored to the handsets that are affordable to the middle classes. The software 

requires less battery- and CPU power and services are tailored to the context through local 

content and language (Nokia & NSN, 2009: 13). 

 

Based on above analysis we can conclude that the mobile internet offerings we see in 

emerging markets can be characterized as being a technology that disrupts the market place 

because: 1.The innovation target customers who in the post have not been able to access the 

Internet for the lack of money and/or skills. 2. The innovation is aimed at end users who 

welcome a simple product because of income restraints, level of education, etc. 3. The 

innovation helps end users to gain access to knowledge in a new and more effectively way 

and 4. Established products such as the desktop and notebook computers are more than good 

enough. Therefore simple handsets with Internet access more simply and less costly cover the 

needs of many emerging market end users. These four arguments for why mobile internet in 

emerging markets is disrupting the market place supports the fact that mobile internet is a 

great business opportunity for mobile operators and that it requires the creating of different 

business models seen until now (Christensen et al, 2002: 23-26).  

 

The learning for mobile operators in terms of disruptive technology theory is that they must 

not ignore the lower performing, less appealing and low-end mobile services that the fast 

growing emerging markets demand nowadays, because this may lead to failure in the future 

(Adner, 2002: 669). This increasingly important market requires such innovations as new and 
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improved business models, which we will work on later. Now we will go from analyzing the 

product and on to the next section where we analyze the pricing aspect in offering mobile 

internet in emerging markets. 

 

9.2 Pricing 

The overall aim with this section is to analyze and learn how mobile operators have priced 

mobile internet in the past and how they do it in the present. Pricing will be treated and 

covered as the most important element in this marketing mix analysis. A mobile operator can 

achieve success from being good at product development, promotion, and distribution. 

However, it can only harvest on these elements and achieve financial success through 

effective pricing (Avlonitis and Indounas, 2005: 47). 

 

We will start with analyzing how affordable mobile internet is today through looking at the 

total cost of ownership (TCO) from the end user perspective. Here is included mobile-

ownership specific taxes and how they affect end user affordability. Then we will analyze 

how the competition situation looks like across emerging markets, and based on the 

competition intensity we can better understand mobile internet pricing strategies in emerging 

markets. Next we will draw in learnings from pricing strategies and models from other 

markets. Last, we aim to propose new pricing strategies and models for mobile internet 

penetration in emerging markets.  

 

Total cost of ownership 

The total cost of ownership (TCO) can be defined as how much of their income end users 

need to spend to make use of mobile data services. From a consumer point of view, TCO has 

three components: the mobile handset (Nokia‟s lowest cost globally available data phone, 

Nokia 1680 classic), the service (identified data service basket for an emerging market 

middle-income consumer) and taxes (VAT, sales taxes, etc.).  

 

The cost of using mobile internet on average across emerging markets was 46.54 USD a 

month in August 2009 (see figure 5). This figure is based on a study by Nokia Siemens 

Networks that included insights across 78 markets and 153 mobile operators. It is important to 

note that the 46.54 USD is the average. The three lowest cost markets happen to be 

Bangladesh, India and Pakistan where TCO leis below 10 USD a month. The three markets 
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with the highest TCO are located in South America; Venezuela, Peru and Brazil go way 

above 100 USD in monthly TCO (NSN, Sep. 2009: 7). The success in the three first markets 

has been driven by favorable regulatory environment, which has enabled easy market entry, 

strong competition, and only moderate taxation. Second, mobile operators have been 

innovative with strategies and business models, and this has resulted in affordable 

communications for both voice and data services (NSN, Sep. 2009: 7). 

 

 

 

 

The main item in the mobile data TCO is the services that on average hold up 82% of the total 

average monthly end user costs across emerging markets. Services primarily include basic 

voice, SMS, MMS, and data traffic. Taxes hold 14% on average. The tax issue is a part of the 

playing field that primary is up to the authorities to outline. From an operator‟s point of view, 

this part is almost out of reach as the only option is to try and influence the authorities. Last 

handsets take up 5% of the monthly cost value (NSN, Sep. 2009: 4). We find that the 5% of 

the 46.54 USD is an average estimate and based on the fact that a handset normally has a 

working lifetime of up to several years.  

 

The cost of owning and using the mobile internet would fall substantially if governments 

removed the taxes on subscriptions and usage, and the taxes put on mobile operators. In 2006 

GSM Africa launched a report on mobile communication in Sub-Saharan Africa. They found 

Figure 5: Breakdown of TCO for mobile internet 

Source: Nokia & NSN (Sep. 2009) 
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that only 8 government‟s levied taxes on end users and services directly, while up to 25 

governments levied taxes on handsets and network equipment. Also, when mobile operators 

on average generate 1 USD in revenue they are taxed with 0.30 USD. In an emerging 

economy such as Tanzania that tax to revenue ration hits 40%. In Africa and many other 

emerging regions taxes has a negative effect on usage and it is found that higher taxes has a 

negative correlation with mobile penetration. Mobile internet affordability for end users 

would increase if governments better understood the wider economic benefits of 

communication and slashed at least all non-VAT relation taxes (Olunga & Soloman, 2008: 1-

2). 

 

We have brought to light that taxes have a negative effect on the affordability of mobile 

internet. However, taxes to handsets and services still only take up on average 14% of the 

costs for end users in emerging markets. It is the cost of services brought by mobile operators 

that makes mobile internet very cheap in some emerging markets and extremely expensive in 

others. In the next section we will analyze how the competition situation looks like among 

emerging market mobile operators, as competition intensity is seen to affect pricing directly. 

 

Competition  

The competition situation in the mobile telecommunication industry is highly competitive in 

both developed- and developing markets. Research from 2008 by the World Bank shows that 

on average 90% of the mobile telecommunication market in developing markets are open for 

free competition and 10% is controlled by monopolies. In developed markets such as in 

western countries 16% of the market is on average held by monopolies (Affordable Access, 

NSN, 2009: 7). This indicates that the competition intensity is no greater on developed 

markets compared to emerging markets. Based on these figures you could even argue that 

competition seem to greater on some emerging markets. In India for instance, subscriber 

penetration were only at 28.3% in 2008 compared to way above 100% on developed markets 

(Shey and Carlaw, 2009: 5). This opens up for future profits and new entrants will arrive as 

future market growth will be great until subscriber penetrations well exceeds 100%. However, 

it is important to remember that many end users in emerging markets are not post-paid 

subscribers. Instead they take the advantage of pre-paid pricing plans. 

 

The increasing competition in emerging markets is happening because of intensifying 

competition in the more developed markets. Here penetration rates are well over 100%, since 



 60 

some subscribers have more than one SIM card. Therefore, the big players are expanding into 

emerging markets such as Africa and Asia Pacific causing increased competition. Here 

penetration rates are low, there are good prospects for 3G offerings, and in Asia Pacific 

population density is high creating good revenue opportunities (Kabbara, Nov. 2009: 1-2). 

We already see this market development taking place in Asia Pacific. In Bangladesh, India 

and Pakistan the monthly cost for mobile internet is below 10 USD, the world‟s lowest 

(Affordable Access, NSN, 2009: 7). It is assumable that this market development is as result 

of intensive competition. 

 

In Africa competition is also intensive. In Nigeria there is 11 operators competing and only 

three of them have double-digit market shares, MTN (42.5%), Globacom (22.7%), and Zain 

(20.5%). The last 8 operators share the last 14%. In countries such as Ghana, Cote d‟Ivoire, 

and Guinea, there are 5 operators competing for between 3.6 and 15.3 million subscriptions 

with a penetration rate only at 60% by end 2009. Experts foresee that market consolidation 

will come in these emerging markets (Jotischky & Reed, 2010: 5). The only region where 

there still is sign of low competition is in the Middle East. The mobile communication in 

Bahrain, Qatar, Dubai, and Oman are duopolies, while Saudi Arabia and Kuwait experiences 

more intensive competition as +3 players are active. Qatar was the last country to open up for 

competition. First in 2009 Vodafone entered as the second operator. In Bahrain the huge 

operator Zain has about 50% market share (Kabbara, Nov. 2009: 3). 

 

We can conclude that theory and empirical industry data fit well together. Porter argues that 

the success of mobile operators depends on the ability to create strategic competitive 

advantages as barriers to competition. In many emerging markets this is the case. We have 

proved that there are many operators functioning under intensive competition (Sersland, 1987: 

63). Here competition is not perfect in theoretical terms. Competitive advantages make sure 

that profits are created through innovative marketing, pricing, and business modeling. Perfect 

competition implies that many small firms compete in offering mobile internet and none are 

industry leading. However, that is not the case with telecommunication in emerging markets 

where everything between a few and many operators competes in the market place (Hunt and 

Morgan, 1995: 4). 
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The comparative advantage theory proposed by Hunt and Morgan (1995) back-up the 

competitive advantage theory proposed by Porter (Sersland, 1987: 63) and take it a step 

further. Here the aims to create competitive advantage over competitors have a starting point. 

Porter focuses on advantages that mobile operators can create for themselves with no access 

to any special resources relative to competitors. Hunt & Morgan (1995) argues that companies 

often has a very specific assortment of resources different from competitors, and it is with the 

basis in these resources companies can create comparative advantages (Hunt and Morgan, 

1995: 7). Probably the most coherent and valuable resource that a mobile operator can possess 

is state ownership or past state ownership, if it understands to exploit this advantage and 

create a monopoly situation or another competitive edge.  

 

We have now found that operators offering mobile internet in emerging markets is operating 

under monopolistic competition despite it could look like perfect competition. This is the case 

because operators can enjoy high economic returns (as with monopoly) despite heavy 

competition, because of know-how, reputation, innovation, brand awareness, teamwork, etc. 

(Barney, 1986: 793). 

 

We have now established an understanding for the competitive environment surrounding 

companies offering mobile internet in emerging markets. In short competition is characterized 

as being monopolistic. In the next section we will analyze the pricing strategies behind mobile 

internet in emerging markets as an aim to create competitive advantage over competitors.  

 

Pricing objectives 

The goal of any mobile operator is to make profit, and herein pricing has an important role to 

fulfill. As such we will analyze what pricing strategies mobile operators make use of in 

offering mobile internet and compare the findings with relevant pricing theory. In that way we 

can establish an understanding for the potential correlation between the pricing methods and 

the theory.  

 

Mobile operators offer two different pricing options. The first is very important in emerging 

markets where it has made telecommunication possible to many low income end users. 

Prepaid is where end users pay upfront to finance their personal usage. Then as end users 

mature in their usage of mobile services and their economic conditions improve, they tend to 

shift away from prepaid and into postpaid subscriptions to save money. Postpaid have lower 
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prices because end users can establish a credit with operators (Swain, 2009: 3). To establish a 

credit line with operators the end user must be banked, know his/her monthly income and 

expenses, and in general be a part of the formal economy.  

 

In 2009 out of 25 operators across emerging markets, 20 managed prepaid contracts. Of all 25 

half of them reported a decrease in prepaid participation and the other half remained roughly 

the same. This indicate that end users are slowly beginning to swift from prepaid to postpaid 

subscription as they mature and improve their economic conditions (Swain, 2009: 3). This 

development is positive because postpaid plans make it possible for operators to more easily 

retain end users over time because they sign up for a plan (Lascu and Clow, 2007: 352). 

However, most emerging market consumers are still prepaid and will continue to remain so in 

the foreseeable future. In Kenya for instance the operator Safaricom has 16 million 

subscribers and only 1% of them are on postpaid plans. The remaining 99% is prepaid 

customers (The Nation, 2010). 

 

Transaction costs theory suggests that enforcing contracts and monitoring end users on 

postpaid plans pose high transaction costs on operators. The theory also supports that prepaid 

pricing plans pose lower transaction costs on operators because there are no contracts nor 

need to monitor usage. However, as Swain (2009) argues, the high value in postpaid plans is 

that they retain customers, and such retention counterbalances the transaction costs in 

enforcing contracts and monitoring end users. This due to searching for new end users can 

pose even higher transaction costs on operators. However, it is important to remember that 

with prepaid plans, operators have high costs in distributing the scratch tickets geographically. 

End users may also carry high transaction costs in searching for scratch tickets and 

monitoring their usage. End users are free of those costs on postpaid plans (Besanko et al, 

2007: 123).  

 

In Brazil the operator Ruralfone is using a new way to effectively administrate prepaid pricing 

plans posing fewer transaction costs on especially end users as they do not have to search for 

scratch tickets all the time; on the date of credit expiration on a monthly prepaid subscription 

plan, a Ruralfone “moto-boy” is dispatched to collect new funds and deliver new credits for 

the next month. The service is free of charge to the end user. The “moto-boys” can also 

answer questions, replace lost SIM cards, help with 15-day loaner handsets, and other relevant 

services (Cote, 2008: 55). 
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We have argued that it is clear that ARPU is falling in emerging markets. This due to a long-

term trend with declining prices as a result of harder competition and end users switching 

from prepaid to postpaid. Also as operators enhance the number of end users it is the 

increasingly marginal end users that decrease the ARPU (Jotischky and Reed, 2010: 6, and 

Swain, 2009: 3). If mobile operators want to increase profitability and ARPU, and enhance 

the number of end users, they must innovative on services such as mobile internet (Figure 6). 

In order to stimulate demand for mobile internet innovative pricing ideas are needed. With 

few exceptions most operators do not achieve to increase ARPU as increased consumption is 

all eaten up by decreasing prices (Swain, 2009: 3). Also, mobile internet is sensitive to 

increasing prices because most emerging market end users are still independent of mobile 

internet. Therefore price elasticity of demand is very high and sensitive (Lascu and Clow, 

2007: 349-350). 

 

 

 

 

 

According to the law of demand, if prices continue to fall, more middle class income end 

users will adopt the mobile internet. The result will be even lower ARPU. However, one of 

the biggest mobile operators, Norwegian Telenor with 90 million customers in Asia, does not 

find that ARPU is a good performance measure at all; "ARPU is not really an important 

measure – you need to look at the price per minute and weigh it against the cost per minute”, 

says VP of Telenor and director for Indian subsidiary Uninor Sigve Brekke. ARPU is not 

found important, so instead Telenor measure performance on the daily number of new 

subscribers and the total revenue (Wood, 2010).  

Figure 6: Drivers of mobile internet 

Source: Kjeldsen (2009), NSN 
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In 2009 India and Indonesia experienced fierce price wars causing profits of mobile operators 

to become squeezed. However, in Indonesia the market leader Telkomsel did not participate 

in the price war as the only one, and this operator has proved to be best performing in terms of 

customer growth. In India Uninor and Bharti Airtel does not find it possible to gain a 

sustained competitive advantage on price because there are 14 competitive operators vying to 

increase market share. Instead they focus on gaining competitive advantage through value-

added services, such as mobile health and mobile banking (Wood, 2010). 

 

In terms of price wars, short term price wars can be effective as this will drive up the uptake 

of end users for mobile operators. This means that mobile operators will increase their 

customer subscriber pool and in the long run be able to lower CAPAX per end user. Then 

mobile operators will be better placed in the long term to compete. Another initiative is 

innovate on pricing as much as possible. An example is the African operator Zain who offer 

local rates when roaming within their network and partners across borders. Another is South 

African operator MTN that offer a dynamic pricing plan that charges lower rates when the 

network is not busy, motivating end users to use the network off peak times. In Kenya 

Safaricom has launched a tariff plan that gives subscribers discounts based on a combination 

of time and location when using the network (Jotischky and Reed, 2010: 6). 

 

We have found that operators have to work strategically with enhancing the number of mobile 

internet end users to counterbalance the falling ARPU. The key to enhancing the number of 

end users is affordability as it is very crucial for mobile internet to expand beyond the elite 

end users and downwards in emerging market societies. In the next section we will analyze 

more in-depth how mobile internet is priced. 

 

Mobile internet pricing methods 

It is more than 10 years ago since mobile operators began promoting value-added-services 

(VAS). In 2010 the main bulk of all revenue is still generated from simple voice, and the 

largest share of non-voice revenue continues to come from SMS. Most mobile VAS has 

proven incapable of generating substantial standalone revenue streams, but browser-based 

mobile internet access is changing this definitely (Moss, June 2010: 1). 

 

The pricing of mobile internet have until now mostly happened through unlimited flat rate 

pricing schemes. These have until now been the primary source of revenue for the mobile 
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internet on a global scale. This pricing model has helped to create today‟s mobile internet 

market. The flat-fee “all you can eat” tariff plans have and still are driving the mobile internet 

boom (Expanding Horizons, 1/2010: 11). The flat rate pricing model gives incentive for end 

users to consume data whenever they need it, which increasingly causes network capacity to 

overload on peak times. Current network technology already has the ability to “throttle” data 

speed to end users who abuse their mobile internet subscriptions. Such a model can increase 

the amount of revenue generated, because end users then has to pay for quality based on their 

needs and buying power. Also, it protects the exploitation of the network on peak times (Moss, 

May 2010: 1).  

 

Whether mobile internet pricing happens through flat rating, flat rate throttling, or simply 

based on MB usage, the overall method seem to be based on competition. Mobile prices are 

being pushed down on emerging markets over a broad scale due to heavy price wars 

(Jotischky and Reed, 2010: 6). When operators price similar to or below competitors it is 

what is known as competition based methods. However, we also see some indications 

supporting that some pricing happening based on demand methods. In India mobile internet is 

priced at TCO of very few USD a month (NSN, Sep. 2009: 7), the lowest in the world. Such 

method is known as value pricing; a fairly low price for a high quality service (Avlonitis and 

Indounas, 2005: 49). 

 

A customer-driven pricing approach is another strategy. The purpose is to price more 

profitably by capturing more value, not necessarily by making more sales. Here the aim is on 

what the mobile internet product is worth and what end users seem to be willing to pay for it, 

after the company has communicated the value to them. However, in an emerging market 

setting such a strategy pose problems because trustworthy market data can be difficult to 

obtain. If a mobile operator lack on communicating and promoting the benefits of mobile 

internet, then a substituting pricing strategy is to price low in the market (Nagle and Holden, 

2002: 7). Nagle and Holden (2002) believe that it is very dangerous to price below the 

markets average price without knowing your exact unit costs. At the same time they argue 

that no company knows their exact costs because unit costs change with volume, because 

significant costs are fixed and must be allocated to determine exact unit costs (Nagle and 

Holden, 2002: 2). 
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An interesting pricing example has been set by TATA Mobile in India. The strategy is that 

mobile internet pricing must be simple to understand flat-rate pricing, so end users are clear 

about what they are paying. First, TATA charge pre-paid and post-paid consumers the same 

regardless of their internal transaction costs. Second, all end users can have one week free 

trail to test what mobile internet can do for them. Third, if they sign-up the flat-rate pricing 

plans are available for one day at 0.2 USD, a week at 0.70 USD, two weeks at 1.10 USD, and 

a month at 2.20 USD. This allows end users to flexibly decide for how long time they need 

and can afford mobile internet at a time. This pricing strategy has caused TATA Mobile end 

user to consume 30-35 MB a month compared to the world average of 4-6 MB. Also, TATA 

has achieved to penetrate the market for rural end users and make mobile internet the 

preferred way to access the internet, and not internet kiosks. TATA has also achieved their 

success because they have offered a mobile browser in collaboration with Opera that comes in 

all Indian languages. This step is breaking a huge barrier and expanding the mobile internet to 

all non-English speaking end users throughout India. TATA has also achieved to offer 

handsets with mobile internet access as low as 25 USD a pcs (Opera Mini case study, 2009: 6-

10). 

 

The case of TATA Mobile in India is an example of pricing as a mean to secure customer 

loyalty. The main objective seems to be to expand the customer base with the markets lowest 

prices and disregarding the costs, what end users seem to be willing to pay, and the market‟s 

average price (Avlonitis and Indounas, 2005: 54). The number of end users will rise, but it is 

unclear if such a pricing strategy is profitable to operators. 

 

If mobile operators should continue or even start offering flat fee pricing on mobile internet, 

then there are theoretically one requirement that should be met: End users MB usage should 

impose near-zero or zero direct variable costs (transaction costs) of production on the operator. 

If this is the case, then flat fee pricing is increasingly viable for mobile internet if operators 

have a good overview of their fixed costs. Sundararajan (2004) has found that offering fixed-

fee pricing is always profit improving compared to usage-based pricing, in the presence of 

zero transaction costs. However, it is clear that there are always transaction costs in 

administrating postpaid plans, billing, monitoring usage, distributing scratch tickets for 

prepaid plans, and so forth (Sundararajan, 2004: 1660-1661). 
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As such, the optimal pricing strategy for emerging market mobile internet could be a 

combination of unlimited usage fixed-fee pricing and nonlinear usage-based pricing, as it is 

not possible to avoid transaction costs. The assumption is that fixed-fee pricing pose 

transaction costs on mobile operators, but they do not receive any attention in pricing. Within 

usage-based pricing transaction costs are dealt with and included in the pricing. However, 

theory also suggests that in cases where the end user carry high transaction costs in 

monitoring and controlling their usage, then operators should offer only fixed-fee pricing. 

This could be the example with mobile internet in emerging markets. Also, in emerging 

markets where mobile internet usage has a high concentration of low-usage end users, low 

fixed-fee pricing is a good strategy to penetrate the market. As the market matures and end 

users consume more MB, then operators should gradually expand to usage-based pricing 

strategies (Sundararajan, 2003: 1669-1670). 

 

9.3 Place 

In this section, we will analyze the mobile internet distribution as a part of the marketing mix. 

First, we will analyze the distribution network in general. Second, we will address the mobile 

operator challenges in distributing mobile internet in emerging markets. Third, we will 

analyze examples of how mobile operators have taken new initiatives in order to overcome 

the challenges of mobile internet distribution in emerging markets.  

 

Mobile internet distribution network 

In order for mobile operators to reach as many consumers as possible, it is urgent for mobile 

operators to identify the most successful distribution channels for mobile internet. 

Distribution is a key and yet overlooked factor in determining success or failure in the mobile 

communication industry in emerging markets (Jotischky & Reed, 2010: 15). This is also 

backed up by theory that outline that product distribution is among the most important tasks 

that companies need to undertake in order to ensure market success of their products (Lascu 

& Clow, 2007: 297). 

 

The distribution network for mobile operators consists of different interrelationships and 

interdependencies between industry players (see figure 7). From the top, the handset 

manufacturers deliver mobile devices and the content provider deliver third party value added 

services, which the mobile operator has decided not to handle in-house. These can be seen as 
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subcontractors to the supply chain of mobile internet and are marked in grey color in figure 6, 

as these two industry groups are off the scope of this thesis. However, they play a vital role 

for mobile operators as their products represent a significant role to end users (Roberts, 2009: 

2-4).  

 

The intermediaries in between the mobile operator and the end user consist of three different 

retail approaches. These are respectively sales through “outlets”, “online” and “local networks 

and entrepreneurs”. This multichannel distribution system consists of both direct and indirect 

distribution channels that can be divided up into seven different subsectors within “outlets” 

and “local networks and entrepreneurs”. The channel length for mobile operators is relatively 

short with none or one intermediary, e.g. a specialized retailer, before the end user. However, 

the channel width is fairly extensive with three different distributors as shown in figure 6 

(Lascu & Clow, 2007: 300).   

 

The online retailer is operator-owned and is based on a direct channel of distribution as there 

are no intermediaries between the operators and end users. In developed markets, distributing 

through the internet using websites will increase market penetration and market 

diversification and reach consumers who would not normally shop in their normal retail 

“outlet” (Lascu & Clow, 2007: 323). However, in emerging markets overall mobile internet 

penetration is noticeably lower than mobile voice penetration. This means that the consumer 

base on the internet is low compared to consumers having a mobile phone. In addition, the 

access to internet in main urban areas is especially limited. Another dimension of online 

retailing is that consumers need to have access to credit or debit cards in order to purchase 

online. This is not regular seen within our specific segment of emerging markets middle class 

consumers as they are a part of the cash-based society (Banks & Pawsey, 2009: 7).   
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With a limited consumer base in emerging markets that can gain from online retailing, it is 

essential that operators are heavily present through retail outlets in order to reach end users 

more broadly. At the same time, many emerging markets are still predominately cash-based 

societies, which mean that the operators are depending on the success of their sales divisions. 

As seen in figure 1, the retail of “outlets” can be divided into three different sectors; operator-

owned, specialized retailers and non-specialist retail outlets. Operator-owned retailing refers 

to the fully owned retail channels by mobile operators, e.g. a chain of stores, and is a direct 

channel of distribution. The other two retail outlets are indirect distribution channels. Here are 

included third-party distribution outlets such as telecom specialist stores and local/regional 

supermarkets such as Spinney‟s in the United Arab Emirates, which just sell SIM cards 

(Banks & Pawsey, 2009: 7, and Jetsy, 2009: 7-8).  

 

The last main distribution and indirect sales channel is “local networks and entrepreneurs”. 

These are important to operators when doing business in rural low-ARPU areas in emerging 

markets. In these markets prepaid pricing are most predominant, which means that new SIM 

Figure 7: Mobile operators distribution network in emerging markets 

Source: Own design based on Ovum and Informa reports 
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cards and scratch tickets must be widely and easily available to consumers in order for 

operators to be successful. The local distributors play an important role in order for the 

operator to get devices, SIM cards, and scratch tickets through to the consumers. In this 

distribution channel it is urgent to have agents that can “top up” the consumers‟ credit during 

the day. Many consumers in emerging markets earn small amounts of money throughout the 

day. Therefore it is necessary to get these consumers to use some of their money to “top up” 

their credit more frequently. If these agents are missing out in certain areas the operators will 

be missing out on significant revenues (Banks & Pawsey, 2009: 7-8). 

 

The role of local entrepreneurs can be divided into four different sub-players as shown in 

figure 8. These players in the distribution network can be very important to the mobile 

operator as they can provide local insight, operational and marketing support. The airtime 

reseller purchases airtime from the mobile operator distribution network at a discounted price 

via SMS on his mobile handset. The airtime reseller then sells via SMS to the end user at the 

full price. The operator benefits from reduced overhead costs and distribution costs, and the 

airtime seller can gain a mark-up through the SMS delivery. This could also be the case with 

mobile internet as airtime sellers would be of great benefit to mobile operators in terms of 

uptake of mobile internet.  

 

The “shared service operator” is a collaborative entity between the mobile operator and local 

entrepreneurs, who have invested money and time in providing a shared service to a 

community. This could for instance be a public call office located in a public place in a rural 

area. In a mobile internet optic it could be a shared service to the community with emphasis 

on providing access to the mobile internet as seen with internet kiosk (Banks & Pawsey, 2009: 

8). 

 

Local network operators are not exactly a distributor of mobile internet. However, they can 

provide useful local security and maintenance of networks in order for the mobile operator to 

promote uptake of mobile internet through local entrepreneurs. The last player among “local 

entrepreneurs” is the local service providers. They can provide the mobile operator with a 

significant opportunity in order to enhance mobile internet as these local service providers 

take over from mobile operators in terms of service provision, billing and customer care 

(Banks & Pawsey, 2009: 9).           
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In order for mobile operators to have a successful distribution network of mobile internet, it is 

important to establish successful relationships with the partners in the different distribution 

channels. This is especially important in emerging markets with less developed distribution 

networks compared to developed markets. Here mobile operator success heavily depends on 

local distributors. Therefore, mobile operators must offer attractive terms, e.g. to a selling 

agent. The terms could be paid-off as a percentage of the sales or on a commission basis. This 

push-strategy focuses on intermediaries, where mobile operators establish the necessary 

incentives for the local distributors to collaborate in selling mobile internet to end users 

(Lascu & Clow, 2007: 304, and Jotischky & Reed: 2010: 15).  

 

Mobile internet distribution challenges 

In developed markets, the distribution channels are far more established compared to 

emerging markets. In emerging markets, a large part of the population is living in remote 

areas. E.g. in India 70% of the population live in rural areas and this makes the distribution of 

mobile internet a major challenge for mobile operators. There are several other major 

distribution challenges that affect mobile operators in reaching the end user with mobile 

internet. The two most important challenges for mobile operators within distribution are 

limited infrastructure availability in rural areas and low literacy among end users (Banks & 

Pawsey, 2009: 3-4).     

Figure 8: Local entrepreneurs 

Source: Banks et al. 2009 : 8, Ovum 



 72 

 

In emerging markets, the infrastructure limitations on e.g. electricity can be a hurdle to 

distribution and in the end to the demand and uptake of mobile internet. The poor state of 

electricity makes it very difficult for mobile operators to run their networks and for end users 

to use their service in a satisfying manner and recharge their handsets. To make the 

infrastructure work in order to reach potential mobile internet subscribers can be costly due to 

base station electricity stability. In addition, the low ARPU from rural areas can also diminish 

the outcome of the business case. The challenge of low literacy rate will be analyzed in the 

“People” section. Here we will cover how the use of local sales people with some level of 

literacy is necessary in order to educate and show a good example to end users on how to use 

the mobile internet (Gupta, 2009). 

 

Distribution examples 

We have now outlined that in the mobile internet distribution network, the focus of operators 

vary across the different emerging markets. For instance, in some emerging markets the 

distribution network has become more complex following the growing complexity of mainly 

urban end users. Especially in large urban centers in emerging markets, the demand is being 

driven by a growing emerging middle class. This requires efficient and innovative distribution 

to the market by operators. 

 

For instance, the distribution network in China for mobile operators is changing rapidly 

towards organized retail. China used to be characterized as a multi-distribution network 

organized on a province-by-province basis with little inter-province collaboration. Most 

handsets in China are sold through independent retailers, specialist chain stores and home 

appliance stores. However, operator-owned stores are becoming more common. This is seen 

as some of the largest mobile operators (China Mobile and China Unicorn) are focusing on 

their own distribution channels and intends to increase distribution through their own retail 

stores (Jetsy, 2009: 8-9).  

 

India is also experiencing a shift in the retail distribution driven by strong economic growth 

and the continuing urbanization of the population. However, organized retail chains is still the 

minority in India as mobile operators still depend on independent stores, market traders and 

entrepreneurs. The distribution network in rural areas also lacks the ability of organized retail 
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strategies. In rural areas, the most common sales channels are local electrical stores, corner 

shops and markets (Jetsy, 2009: 9). 

 

Partnerships is also seen in emerging markets as mobile operators are taking a more pragmatic 

and innovative approach to meet the challenges of distribution. Bharti Airtel has formed a 

joint venture with the Indian Farmers Fertiliser Cooperative Limited (IFFCO) to benefit from 

the organizations extensive rural reach. Another partnership is seen between Tata Teleservices 

in agreements with other Tata group companies in order to extend their reach throughout the 

enormous country. Another interesting partnership is seen in the Philippines where operators 

have created distribution partnerships with noodle distributors (Hartley et al., 2010: 8-9). 

 

9.4 Promotion 

In this section we will analyze how mobile operators create awareness about their products in 

order to create an uptake by end users. For us to conduct such analysis we will first analyze 

the different perspectives on promotion, product placement and brand positioning. We will 

then show different examples from operators and analyze their approaches to promoting 

mobile offerings.   

 

The promotion of mobile internet in emerging markets should be seen in close connection to 

the distribution network. This due to the reason that mobile operators may have little direct 

interaction with end users because it is often other distribution channels that sell and top up 

their services. For mobile operators to reach end users, they sometimes use other brands or 

channels owned and operated by other companies in order to target end users. We can draw 

some parallels between this approach to distribution and promotion, as these channels of 

distribution also serve as a marketing platform for the different mobile operators. However, in 

some cases mobile operators have direct interaction with end users in emerging markets as we 

have seen with flagship stores, e.g. Digicel in emerging markets (Hartley et al., 2010: 8). 

 

Promotion 

In order for mobile operators to reach the emerging middle class end users with mobile 

internet, it is necessary to address the issue of promotion. The traditional ways of promoting 

mobile internet known from developed markets, such as using mass media and famous 

celebrities, do not always work in emerging markets. A study by NSN shows that these 
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sources of marketing fail to influence the end users in some areas of emerging markets. 

Instead, reaching the emerging market middleclass end users through innovative local cultural 

activities has proved to be more effective. (NSN, May, 2008: 7).  

 

For instance, different insurance companies in emerging markets has hired and trained sales 

people to go out and interact with the consumers in order to promote their services. Another 

example is companies in Indonesia that promote their products through influential people like 

government officers, etc. In the banking world, Bank Rakyat Indonesia involves Islamic 

leaders to make people aware of the benefits of their schemes. The service offered to the 

leaders is regarded as a marketing investment (NSN, May, 2008: 5). 

 

A last example of direct promotion to emerging market end users by inspirational industries is 

from a Unilever project within fast moving consumer goods. Under this project named the 

Shakti model, a range of mass-market products were offered to self-help groups; that was 

local women trained in the basics of enterprise management. Through micro-credit 

contribution, these women became direct-to-home distributors of Unilever products in rural 

markets. According to Hindustan Unilever, the Shakti model created a win-win partnership 

between the product and the consumer, building a self-sustaining cycle of growth for all 

individuals involved (Coutinho, 2008 and NSN, May 2008: 5).  

  

Product placement 

Product placement can be a challenge to mobile operators as some emerging markets limits 

this opportunity due to issues like remoteness and lack of basic infrastructure. In terms of 

product placement, the distribution network is highly important as product placement need the 

distribution network in order to reach as many consumers as possible. In places where the 

mobile operator does not have operator-owned stores other options are available such as 

franchise partners, local self-employed entrepreneurs, etc. In the following section we will 

outline some examples. 

 

In emerging markets, weekly markets/bazaars are often used by mobile operators and non-

telecom companies to promote their products such as with Haatbazars in Bangladesh. Another 

example from emerging markets is the Sari Sari stores from the Philippines. These stores are 

found both in rural as well as in urban areas, and they are seen as an ideal place to sell mobile 

products to low income consumers. Small street shops or temporary kiosks are also some of 
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the mostly used examples of reaching the consumers in emerging markets. These types of 

distribution also have the possibility to show the opportunities of mobile internet to the end 

users and create awareness (NSN, May 2008: 7).    

 

Brand positioning 

Many consumers in emerging markets identify a brand with the category of a product. 

Therefore, entering an emerging market early gives room for the operator to dominate the 

market. Also, early market entry can result in indication of ownership of the product or 

service category itself seen by end users. Based on that emerging market consumers can 

become extremely brand loyal once they start using the service (NSN, May 2008: 8). 

 

Mobile operators in emerging markets are positioning themselves differently. Some operators 

are led by pricing initiatives, where the operator focuses on positioning through offering its 

services at very competitive prices. One example is Reliance Telecom in India that position 

itself as a brand that serves the needs of the rural end users with „total network‟ coverage. It 

uses no other message to position its brand. Positioning is important as it determines how 

consumers will perceive mobile operators based on the types of messages that will be targeted 

to them (NSN, May 2008: 8). 

 

Promotion examples from emerging markets 

Mobile operator Safaricom in Sub-Saharan Africa has branded itself through competitions. 

End users make a prepaid purchase of their Safaricom scratch tickets with airtime, and they 

are then guaranteed an automatic entry into the promotion draw for a chance to win a price of 

cash. The target audience was all the mobile operators‟ prepaid subscribers. The promotion 

was driven by ads in newspapers, radio, and TV, but also through retail, street carnivals, road 

shows, bar events, and face-to-face education campaigns. The commercial success of this 

promotion was seen by a revenue increase of 4% during the promotion period of eleven 

weeks. However, even more important was that Safaricom saw an increase of approx. 300% 

in new subscribers in October 2007 (Murugu, 2008). 

  

From a mobile internet perspective, Tata Indicom has used grassroots marketing methods to 

introduce their mobile internet to end users. One example has been promotional SMS 

messages that advertise for the availability of the Opera Mini browser; a browser that can be 

downloaded and used on simple low-cost handsets. Also, Tata has put strong effort into 
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educating their sales representatives to well advocate for Tata‟s mobile internet offerings, 

explaining its benefits, and educating end users. Tata has also used such method as enclosing 

mobile internet advertisings with customer bills, and free seven-day trial of mobile internet to 

encourage future use. Tata believe that the free trial period of mobile internet has been 

necessary to convince the apprehensive end users to try out the mobile internet before 

subscribing to the service. The four key points that Tata has promoted their low-cost mobile 

internet offering on were: 1. Affordability, 2. Simplicity, 3. Pricing flexibility, and 4. 

Multilingual support (Opera Mini case study, 2009: 10). 

 

The close connection between promotion and the distribution network is seen in the case of 

Digicel in the Caribbean. This mobile operator has decided not to have an online store in any 

of its markets but instead to build a strong retail distribution network. Digicel has used four 

key promotional- and distributional strategies in order to reach consumers.  

 

The first one is flagship stores that function as a direct sales channel. Through this Digicel 

controls the location, layout and the design of the stores. The flagship stores are used for 

brand positioning, e.g. they having a large video screen outside the store for promotional 

purpose are rarely seen in Digicel‟s markets. The second one is dealer outlets that are used as 

exclusive or non-exclusive third party dealers that promote and sell the different mobile 

offerings. The third initiative is Digicel shop-in-shop concept. Here the products are promoted 

and sold through existing retail outlets with large distribution networks, such as electrical 

retailers. The last initiative is seen with mobile van units that function to reach consumers 

outside the urban areas. The sales vans are used in order to build a retail presence and to be 

first in the market place in order to capture rural area end users that are looking for mobile 

offerings. The sales vans are also used for promotional purpose that makes consumers aware 

of the different mobile offerings (Banks & Pawsey, 2009: 9).  

 

9.5 People 

The fifth P (people) is about the value mobile operators‟ people can bring to the company by 

providing good service on mobile internet to end users (Duermyer, 2007). People and the 

service they bring is also a supporting factor to both promotion and distribution of mobile 

internet. Mobile internet promotion and distribution is much about word-of-mouth and local 
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involvement, and therefore the people aspect of the marketing mix can overlap with 

promotion and distribution. 

 

Voice has proved to be highly successful in emerging markets because telephone 

conversations are natural, content is user-generated and in local language. It is easy to make a 

telephone call, even for the illiterate. However, using the mobile internet is a complex task 

that requires some IT-literacy and many end users do not possess such skills. Also, a NSN 

study has shown that the greatest barrier to fixed internet usage in Kenya and Nigeria were 

not the price tags, but that the end users did not know how to make use of it and found it too 

complicated (NSN, 2008: 7). This fact is supported by Vodacom Tanzania executive Dylan 

Lennox: “I hear much talk in the industry today about deploying the mobile internet in 

emerging markets, but the ground needs to be laid before we can do that. First, we have to get 

the end user ready to actually use the internet”, (NSN, 2008: 11). 

 

End users cannot be expected to recognize the benefits behind mobile internet without being 

exposed to it. In that regard, mobile operators must show the benefits to end users through 

good service, instruction, and learning programs that cater for the level of ICT competence 

and literacy (NSN, 2008: 2). Therefore, to achieve widespread adoption beyond the elite and 

into rural areas in emerging markets, intermediate steps are required.  

 

One promising solution is the internet kiosks in village areas operated by local entrepreneurs. 

Here local people have an important role as they are able to tutor end users on how to use the 

internet. People must show end users how to use the internet and as such, reveal the benefits 

and value that it brings. Internet kiosks are about accessing the internet with assistance and 

hereafter end users can move on to mobile internet on personal handsets. It is recommendable 

that the internet kiosks function as independent franchisees. Such a business model lowers the 

CAPEX for mobile operators and the people service aspect is upheld through contracts (NSN, 

2008: 10-11). For more control they should be run by operators. The kiosks are often located 

inside the villages on a standalone platform.  

 

The development with internet kiosks has been taken further in Indonesia. Here in 2009 the 

postal service agency set up internet kiosks inside post offices throughout the country. A 

study from 2006-2009 has shown that 90% of Indonesian internet users now learned about the 

internet from friends or internet café staff (Shannon, 2009: 58). In India Tata Teleservices 
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also puts high emphasis on offering localized instruction and guidance to customers in rural 

areas with no previous internet experience in connection to mobile internet (Opera Mini case 

study, 2009: 3).  

 

All this supports our belief that the people involvement in the marketing mix plays an 

important role for mobile operator success with mobile internet. Affordability of mobile 

internet is the killer parameter, but we have also argued for that the people on the ground 

interacting with end users are highly important for mobile operators to profit on mobile 

internet. 
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10 Business model discussion 

In this section, we will conduct a business model discussion based on the key findings from 

the end user analysis and marketing analysis. We will structure our discussion by using the 

business model template from the “The 9 Building Blocks” by Osterwalder and Pigneur 

(2010). We will do an ideation process as seen in appendix, and in the discussion we will also 

work to recommend innovative new ways of working with mobile internet. The end result 

will be our proposal for a new, easy applicable and easy understandable business model for 

emerging market mobile operators offering mobile internet. 

 

The “The 9 Building Blocks” is tested by industry as mentioned earlier in the thesis. This 

makes the template valid enough to be used at industry level, and we therefore acknowledge 

that the template is qualified to be used as a structuring guide throughout this discussion. We 

will not be using building block no 7; Key activities, as we do not see it to fit well with our 

mobile internet context. Instead we see key activities that a mobile operator has to perform to 

be located within all the other building blocks. As such we are actually making a business 

model proposal from eight of the building blocks by Osterwalder & Pigneur (2010). Below 

we outline how we will discuss and innovate on each of the building blocks.  

 

First, we will conduct an ideation process based on the findings from our end user analysis 

and marketing analysis. The ideation process will help us to structure the key finding around 

each of “The 9 Building Blocks”.  

 

Second, after having conducted the ideation process, we will explain how each building block 

should be understood and used, and how we will discuss and innovate around each block.  

 

Third, we conduct the discussion and innovate on new ideas for how operators can manage 

each of the eight building blocks based on the findings from the analysis. An operator in an 

emerging market context is able to learn from our business model proposal.   

 

In the end of the discussion section, we will structure our business model proposal into a 

“business model box” based on our analysis and discussion by summing up on the key issues. 

This gives a complete overview of how mobile operators should outline their business models. 
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10.1 Customer segments  

The customer segments building block defines the different people the mobile operators aims 

to reach and serve. Below we will discuss the two end user segments for which we further 

will discuss value propositions for. In the end of this discussion section the business model 

will be designed around the specific customer needs outlined earlier in the thesis and now 

discussed in the two end user segments (Osterwalder & Pigneur, 2010: 20). 

 

The two emerging market middle class segments that we have based our research upon are 

different in many ways. This has implications on the building blocks design; especially the 

Value Proposition must be offered differently to each of the two segments (Osterwalder & 

Pigneur, 2010: 20-21). Below we outline the differences between the two segments. 

 

Lower middle class 

The lower middle class segment earns USD 2 to USD 12 a. In this segment there were 2.64 

billion people in 2005 and they often live in rural areas in emerging markets, but can also 

have migrated from the rural areas and into the urban cities. However, in this personified 

example is an Indian farmer, Mr. Singh, who lives in a rural area. Mr. Singh sells milk to 

about 40 local customers. After he started communicating with customers via basic voice and 

SMS his income has risen 25% and he now earns on average 5 USD a day. Mr. Singh has 

now heard about “something new” that is available on mobile phones, which can increase his 

communication with customers and tell him the exact daily market price on his milk and 

crops. However, like many other emerging market people he does not know that it is the 

mobile internet that is referred to, because he has never seen or experienced it. In 2010, only 

81 million (7%) of the Indian population uses the internet, but more than half a billion end 

users already have a handset (The Economist, 2010, and own interpretation).  

 

There is a huge potential in this customer segment and because Mr. Singh has gained benefit 

from using basic voice and SMS, he will adopt the mobile internet if it brings core value to 

him. However, as a lower middle class man he is most likely uneducated so he lacks English 

skills, ability to write, and common IT literacy. However, Mr. Singh already has the buying 

power in Indian standards but mobile operators must show him how it can improve his life 

and business. We definitely believe that he is ready for the mobile internet because it can help 

him generate more income as basic voice and SMS did. As such he can move up the social 
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latter in society, but first mobile operators must help him with English and writing skills and 

common IT understanding. Generating more income is a core working life need. Other needs 

that are unfulfilled and may be latent to Mr. Singh are social needs, health needs, and 

education needs. 

  

Medium-to-upper middle class 

The medium-to-upper emerging middle class segment has a daily income in the range of 12 

USD and 50 USD a day. In this segment were 400 million people in 2005. Here we have 

personified an example on the second Mr. Singh. He is a software engineer working as a 

programmer or developer. He uses his phone in both private and working life and in 2010 he 

earned on average 315.749 INR. That translate into 6.829,19 USD in 2010 based on the 

December 12 2010 INR/USD currency exchange rate. Per day the second Mr. Singh earned 

19 USD a day. He is a typical well educated middle class man striving to make a good living 

(see figure 9 below). 

 

 

 

 

 

 

Figure 9: Own interpretation, Mr. Singh salary    

Source: http://www.payscale.com/research/IN/Country=India/Salary 
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Mr. Singh has already accessed the internet via internet kiosks, café‟s, at his work, his 

education, and friends, and he clearly understands its value. Operators have no need to 

convince him to consume mobile internet. He is most likely already an end user, but operators 

must however compete hard and tailor services to his particular needs to get a share of his 

wallet. People in this medium-to-upper middle class segment often live in urban cities where 

they perform a job they are educated for. This segment earns enough money to also be willing 

to pay for covering private- and social needs via mobile internet. The second Mr. Singh is 

located above the farmer Mr. Singh in the enormous middle class segment (Payscale.com, 

2010, and own interpretation). 

 

In total, this middle class of emerging markets take up 3 billion people in 2005 (0.4+2.64 bn.). 

Based on these data the 2-12 USD a day is 87% of the middle class and the remaining 13% 

are the medium-to-upper middle class (own estimation). In the next section we will discuss 

what value propositions mobile operators should deliver to these two middle class segments. 

 

10.2 Value propositions  

We will in this section discuss, innovate and bundle two value propositions that can function 

to cover the needs of the two emerging market middle class segments. The values will both be 

quantitative (e.g. pricing) and qualitative (e.g. service quality). Among these values is the 

desire to e.g. increase connectivity via emailing, solve the need for information via browsing, 

and cover the banking need for the unbanked. The value that pricing bring to end users will be 

covered in the Building block “Revenue streams” later in this section. The value that a strong 

value proposition brings to mobile operators is that it covers end user needs better than 

competitors and as such increases competitiveness (Osterwalder and Pigneur, 2010: 22-24). 

 

Value proposition one 

The three killer services; email, browser access, and mobile banking constitutes the core value 

in this value proposition. These services are quite hands on, but for operators to have success 

with linking the services to the working- and social life needs of the lower emerging markets 

middle class the services must be put into a value proposition. A qualitative value proposition 

targeted at this target segment should be build around these services in the following way:  
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1. The services must consume very little battery (e.g. the Opera Mini browser) on the handset 

as end users can have difficulties recharging their handsets in rural areas. 2. Services must be 

offered in local language as end users in this segment often lack understanding for English. 3. 

Services must be offered with local content as we assume that end users in this segment are 

mostly attached to the context from their local community. 4. Operators must work with 

handset manufacturers to offer simple and very affordable handsets with browser access (see 

the Revenue stream building block for more insight). 5. Services must come with IT learning, 

education, free trials, etc., to overcome the lack of IT literacy and the hesitation to adopt the 

unknown. It can be offered through e.g. village mobile internet. 6. The need for money 

transfer, savings, micro credit, and micro insurance must be sought covered through mobile 

banking internet services. The money transfer service is the core part of the value proposition.  

7. Services must cover some of the same needs as SMS services do to drive update of mobile 

internet, because end users already know the value of SMS services. E.g. mobile money 

transferring that is possible through SMS service. 8. A pay check system where end users can 

receive their salary instead of getting cash from their employer. 

 

The quantitative value offered to end users in this segment lies in the pricing. Our customer 

example, Mr. Singh one, can consume voice, SMS and mobile internet at the maximum value 

of 10.83 USD a month on average. Much of the money probably already goes towards voice 

and SMS, so operators must offer mobile internet affordable enough to fit with Mr. Singh‟s 

wallet size. The quantitative value (pricing) of mobile internet services will be covered more 

in depth in the revenue stream building block later in the discussion. 

 

Value proposition two 

The three killer services; email, browser access, and mobile banking also constitutes the core 

value in this value proposition for segment two as in the case with segment one. However, 

because segment two speaks English, is educated, and is IT literate we strongly believe that 

they demand the services on a quite higher level. As such a value proposition for this middle 

class segment must be designed around the following services:  

 

1. Services can be developed for smartphones with relevant software as the customer segment 

can afford a smartphone, which is a status symbol for the end user. 2. Services can easily be 

in English and build on an international vision. 3. Entertainment services such as YouTube 

and social services such as Facebook as these end users have the excess money to get personal 
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enjoyment of the mobile internet. 4. It is reasonable to assume that these end users are banked 

and are a part of the formal economy. As such they require mobile banking services that go 

beyond the “micro finance” stage, and therefore must be designed in a totally different way as 

in the case of segment one. Also, as this segment is probably internet banked via a formal 

bank account they do not need standalone banking services as they can just logon to the bank 

directly via the mobile internet. 5. Services should be designed around the needs that arrive 

from this segment, definitely being urban and living in major cities. As such they are 

demanding GPS and mapping services, taxi vouchers, etc. 

 

This value proposition rests on a package of different mobile internet services (qualitative 

value) that fulfils the needs of the end user segment earning between 12 and 50 USD a day. 

The quantitative value that end users in this segment obtain such as the engineer Mr. Singh 

two, comes from the value based pricing. Mr. Singh two can averagely and maximum 

consume voice, SMS and mobile internet at the value of 46.58 USD a month after having 

done his monthly payments on a low cost smartphone. Mr. Singh two can spare enough wallet 

size to consume all the mobile services he may want as long as operators supply it at 

reasonable prices. The quantitative value (pricing) of mobile internet services to Mr. Singh 

two will be covered more in depth in the revenue stream building block later in the discussion. 

 

10.3 Channels 

Mobile operators deliver the mobile internet services to customers through distribution, sales, 

and communication/promotion. Within these areas customers touch ground with operators. It 

is up to the channels to raise awareness about the mobile internet services, educate customers 

in order to raise IT literacy, deliver the services, and provide people support. A tailored mix 

of channels defines how the two user segments receive their value propositions. The channels 

can be operator owned, come from partners, or a mix of both. The question is what ownership 

type that best delivers the value propositions (Osterwalder & Pigneur, 2010: 26-27).  

 

Channels for segment one 

For segment one with the farmer Mr. Singh, we have analyzed that sales must go through 

indirect channels. In India for instance 70% of end users live in rural areas and operators 

cannot effectively be present in all corners of the country or a specific region. Therefore, we 

recommend that they build a network of local entrepreneurs that can manage the delivery of 
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the mobile services and charge for it based on pricing strategies we lay forward in the revenue 

stream building block. Here delivery goes through channels such as kiosks and cafe‟s.  

 

Operator owned channels could for instance be auto vans that can overcome the infrastructure 

challenges. These arrive in rural communities to educate end users about the mobile internet 

with the aim of getting end users to adopt the services. We believe that rural area distribution 

can be done successfully in collaboration with non-governmental organizations (NGO‟s). 

This due to NGO‟s having established networks in certain areas and they are often popular in 

the areas they operate. Operators can successfully leverage on that. The JV between Bharti 

Airtel and an Indian farmer‟s organization, IFFCO, is a good example on how a mobile 

operator can join forces with an NGO with distribution channels with extensive rural reach.   

 

Channels for segment two 

For operators to reach end users in the medium-to-upper emerging market segment, we have 

analyzed that it require different distribution channels than end users in the previous segment 

living in rural areas. An end user such as our engineer Mr. Singh two live in an urban city, he 

speaks fluent English, and he do most of his shopping through retail channels. Therefore, we 

see that operators can best target him via retail stores, outlets, malls, supermarkets, and online 

selling. In relation to mobile banking services end users in this segment is probably best 

targeted via formal banks where they are already customers. Therefore, operators need to 

collaborate with physical banks to offer banking services beyond simple money transfer. As 

such the operator will function as an intermediate between the end user and the banks. 

 

10.4 Customer relationships 

Mobile operators should put much effort into establishing strong relationships to the middle 

classes of emerging markets. We argue so because mobile internet is a new service offering 

that has not yet achieved a high market penetration. Therefore operators must first aim to 

acquire the customers and then next build relationships to them to achieve customer retention 

and loyalty. Last they will be in position to profit from serving the customers (Osterwalder & 

Pigneur, 2010: 28-29). 
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Acquire customers 

We have found out in the marketing analysis that operators in emerging markets often enter 

fierce price wars with the aim to acquire new customers. We understand that this is a short 

term tactic occurring as a consequence of the mobile internet is under-developed in emerging 

markets and therefore there are many new end users to acquire at a low cost. These end users 

live in both rural areas and in urban cities. Another way for operators to acquire customers 

happens through free trial periods such as seen with Tata Teleservices in India. Here operators 

convince end users without them having to dig down into their wallets and pay for testing 

mobile internet. A third way to acquire new customers builds on the fact end users from the 

lower middle class such as the farmer Mr. Singh one does not yet know what the internet is. 

Therefore operators must show the benefits to him before they can acquire him as a customer. 

Mr. Singh two can be acquired through e.g. new feature offerings like Facebook access. 

  

Build relationship with customers 

Customer relationship building can happen through many efforts. The lower middle class 

segment seems to be responsive to IT learning programs to overcome their low IT literacy 

level. Other efforts that we believe target all middle class segments are promotions such as 

newspaper ads, radio ads, face-to-face human interaction with operator personnel, and word-

of-mouth from friends, celebrity endorsements. However, especially the relationship building 

with the lower middle class must build on a local context where e.g. single members of the 

rural communities act as middle men between the operator and the rural end users. This we do 

not being the case for the medium-to-upper middle class that are educated and speak English. 

They relate to the internal community and as such can be targeted with efforts that have 

global character. We also believe that this segment can be target with online self-services 

where there is no direct relationship to the mobile operator because the end user finds it 

convenient to solve problems themselves.  

 

Retain customers 

We recommend that the retention is achieved via customer offerings such as loyalty programs, 

competitions (e.g. Safaricom in Kenya), new and better services, better coverage, increasing 

data speed, gifts, vouchers, etc. Also, retention also happens as a consequence of relationship 

building efforts. Therefore, if operators build up strong relationships with their end users then 

retention may well be easier. As acquisitions sometimes also happen via the financing of 

handsets, operators can thereby bind end users for a certain period of time. Such model aims 
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to retain customers over time. Also, it is recommendable that operators seek to enter markets 

or sub-markets as first movers because customers over a wide range often identify a brand 

with a product category. Therefore, entering first in the market gives room for the operator to 

dominate the market, which is especially important in rural areas where the lower emerging 

market middle class live. We also believe that operators should employ local sales people and 

continuously introduce new IT education programs and services to retain customers. 

 

10.5 Revenue Streams 

Revenue streams is among the most important building blocks as this element represents the 

income an operator generates from selling mobile services to the middle class segments. An 

operator must learn how much each customer segment is willing to pay for mobile internet 

services. The right understanding on each of the segments willingness to pay will optimize the 

operator‟s revenue streams. The revenue block basically involves two types of revenue 

streams; one time customer payments and ongoing payments from committed customers 

(Osterwalder & Pigneur, 2010: 30-31).   

        

In our context, the revenue stream is generated by selling continuous access to mobile internet. 

This is done by taking a subscription fee or selling scratch tickets for mobile internet service. 

The revenue stream is about how mobile operators can tailor pricing schemes to the different 

customer segments we have selected in our thesis.   

 

In order to get the optimal out of the revenue streams, it is necessary to address that our 

segments needs to be targeted with different pricing schemes. Mobile operators have two 

ways to charge subscribers, respectively prepaid and postpaid. In emerging markets, prepaid 

and postpaid should be used for different purposes as it highly depends on each segment‟s 

finances. However, in emerging markets most subscriber plans are prepaid due the large 

amount of unbanked customers. One example we see in Kenya where 99% of the subscribers 

from the biggest operator, Safaricom, enjoy prepayments. We will in our suggestions also 

propose ideas for postpaid payment where we see segment two as a potential buyer.   

 

Prepaid vs. postpaid 

In emerging economies, where a substantial part of the populations are unbanked, we find the 

lower emerging market middle class segment. Due to this segment being cash rich mobile 
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operators should offer prepaid solutions. Prepaid solutions earn operators income immediately 

and consumer understanding the exact usage cost. For end users prepaid plans are the only 

way to gain advantage from the benefits of subscription plans, as prepaid does not require 

credit approval as postpaid do. The advantages of prepaid for end users in segment one is 

better cost control, no contract to sign and no hidden fees. The prepaid is also very useful for 

first time mobile internet users, in order for them to experience the internet service at a low 

risk. Two different methods of prepaid should be taken into account, respectively paying up 

front for a SIM-card and scratch tickets. For mobile operators, the transactions costs are 

higher with scratch tickets compared to prepaid subscriptions, as they need to be distributed 

around geographically. However, even though transaction costs are higher, mobile operators 

may need the scratch tickets in order to widely spread mobile internet into rural areas.  

 

We suggest that scratch tickets are sold within a reasonable subscriber time of one to three 

weeks as seen with Tata Teleservices in India. In this period, consumers will have enough 

time to decide if they want to keep buying scratch tickets or start buying prepaid plans by 

topping up their account by the end of each prepaid time period. In terms of scratch tickets, 

consumers‟ transaction costs are considerably higher as they need to search for e.g. kiosks. In 

addition, the intermediary link with scratch tickets makes the mobile internet service product 

more expensive. This means, as soon as the end user can see the advantages of mobile internet, 

they will move to prepaid subscriptions.  

 

With prepaid subscriptions, we suggest that mobile operators should lock the SIM-card 

together with a handset in order to tie end-users for a longer time as seen in the western 

markets. This also means that operators can finance the handset over time, which the end user 

will benefit form. This will make mobile internet handsets come in the reach of especially 

segment one often living in rural areas. Below we calculate on the prepaid costs with a SIM- 

locked mobile phone for segment one: 

 

Revenue streams from segment one 

This segments communication share of wallet lies between 5 and 10 pct. However, we assume 

that Mr. Singh one is in the high end of the interval as he needs to use the mobile phone for 

pleasure as well as business (10%). We know that the cheapest handset for mobile internet is 

available for around 25 USD in emerging markets (as covered in the marketing analysis). We 

assume that a payment with a SIM-lock period of 6 months is reasonable. 
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 Daily income of 5 USD 

 10% ≈ 0.5 USD available for communication per day ≈ 15 USD a month  

 Handset SIM-locked for 6 months. Then  monthly payment is 4.17 USD a month 

 Then on average segment one has 10.83 USD/month for voice, SMS and mobile internet 

 

With the handset tied to the SIM-card for 6 months at a price of 4.17 USD a month, there is 

10.83 USD left for mobile internet, SMS and voice. The lowest priced example on mobile 

internet that we have found is offered by Tata Teleservices in India. Here he price is around 

USD 2.23 a month (Opera Software, 2009: 9). Based on this price it is reasonable to assume 

that Mr. Singh one can buy a bundle of voice, SMS and mobile internet within the reach of 

10.83 USD, if the internet part only costs 2-3 USD. However, it is unlikely that all mobile 

operators can be profitable within this pricing level. This price level is from India, which is 

the largest market in the world and as such give operators access to great economies of scale.    

 

Revenue streams from segment two 

In emerging markets, the medium-to-upper emerging market middle class is also targeted 

with prepaid plans. However, postpaid is a possibility for this segment as we assume that this 

segment is a part of the formal economy and therefore banked. Postpaid contracts require that 

subscribers are banked and are flexible in billing and payments. Here subscribers are locked 

onto a network for a prearranged period of time. However as we know it, postpaid plans and 

tariff options are often more generous than prepaid tariffs, and thus offer more flexibility in 

usage without worrying about extra cost.     

 

With the assumption that segment two is banked it is possible to outline a calculation example 

for Mr. Singh two. We assume that Mr. Singh two is an engineer with other needs compared 

to segment one. He already has experience with the Internet on a desktop, he is educated, and 

he speaks English. This means that Mr. Singh two needs a better phone than segment one in 

order to satisfy his needs for mobile internet. We know that the cheapest smartphone, a Nokia 

device, will be launched by end 2010 for 123 dollars at retail level (Young, 2010). We assume 

that Mr. Singh two will use his smartphone for both pleasure and business (10% ICT budget). 
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 Daily income 19 USD 

 10% ≈ 1.90 USD available for communication per day ≈ 57 USD a month  

 Handset SIM-locked for 12 months. Then monthly payment is 10.42 USD a month 

 Then on average segment two has 46.58 USD/month for voice, SMS and mobile internet 

 

With this example Mr. Singh two has 46.58 dollars left to spend on voice, SMS and mobile 

internet after he has made monthly payments on his Nokia smartphone. Within this budget it 

is reasonable to recommend that mobile operators can and should charge higher prices. In 

return Mr. Singh two should receive higher speeds and more content to his subscription plan.  

 

Pricing strategy for both segments 

In terms of pricing strategy, it is important to emphasize that consumers in emerging markets 

are very price sensitive, though we have identified some differences between segment one and 

two. Segment one is extremely price sensitive due to very low purchasing power and does not 

know the value of mobile internet. A minor change in prices would mean that segment one 

would not hesitate to change their behavior of buying mobile internet. However, segment two 

is less price-sensitive as their purchasing power is higher and they know the value of mobile 

internet. Here a minor change would not affect consumption as much as in segment one.   

 

The high price sensitivity in emerging markets means that price wars should be a key tactic in 

the short term for mobile operators in order to acquire new customers. Though, it will not 

create sustained long run revenue generation. However, we understand price wars to be an 

important tool to get subscribers in emerging markets to gain uptake of mobile internet. In the 

long term when consumers do not know what mobile internet is, it is important to educate and 

make local content local in order for consumers to understand the benefits. For both segments, 

it is also essential that mobile operators offer easy, understandable flat rate pricing in order to 

gain an uptake by end users. This is also seen with mobile internet in developed markets. 
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10.6 Key resources 

The key resources building block is the assets required to make a mobile internet business 

model function. The business model cannot function without the key resources because the 

resources allow the mobile operator to create and offer value propositions, reach markets, 

maintain relationships, and generate revenues. The key resources can consist of physical, 

financial, intellectual, and/or human resources. The key resources differ depending on how an 

operator wants to design their business model (Osterwalder & Pigneur, 2010: 35-36). 

Whatever key resources a mobile operator may have they give the operator comparative 

advantages that can be use to build competitive advantages over competitors (see marketing 

analysis). 

 

In this building block, we see key resources to be the distribution network, human resources, 

branding capabilities, and ability to innovate on pricing and products. Not to forget that the 

most important resource probably is the access to huge funds of liquidity to survive short term 

price wars, which most often has a negative effect on earnings. The mobile operators heavily 

depend on these different areas to be key resources to them as they are essential to their 

development, mobile internet market penetration, and eventually success. We do not think 

that operators need to own their own network resources. The network capacity can easily be 

outsourced to network companies such as Huawei, Nokia Siemens Networks, and Ericsson. 

 

10.7 Key partnerships 

Key partnerships are concerned with the network of suppliers and partners that are making the 

business model possible. Partnerships are becoming more important and are a cornerstone in 

many business models today. Partnerships help mobile operators reduce risks and optimize 

their business models through gaining access to resources outside its own organization 

(Osterwalder & Pigneur, 2010: 38-39). 

 

In this block, we will focus on key partnerships in the mobile operator‟s value chain that are 

essential to the distribution, creation of services and the supply of content to the end users. 

One of the most important parts of the mobile internet business model we see is the ability to 

set up key partnerships with a broad range of different players as mobile operators cannot 

cover the needs of consumers alone. 
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In terms of partnerships within distribution, mobile operators can reach effectively out to rural 

area communities with the help from NGO‟s and their distribution channels. At the same time, 

NGO‟s could help the mobile operators to increase awareness for mobile internet in terms of 

educating end users about IT and the mobile internet. This is also outlined in the channel 

building block. In return for help from NGO‟s operators can compensate them financially.  

 

In terms of key partnerships within services, banks could be a key partner to target the needs 

of both segment one and two. The different segments need different services. Segment one is 

in the early stage of banking and should mostly be supplied with mobile money transfer 

services for them to transfer money both in business and in private life. Also, we believe that 

many people in segment one has reached an income level where they are able to begin saving 

up money. As such they could benefit from micro savings services attached to their handset. 

 

Segment two is a step further in their relationship to banks and their services. We assume that 

segment two is already banked as they are a part of the formal economy. This means that they 

would require mobile money savings, mobile credit service and mobile insurance as services 

that could be crucial for their daily life. 

 

An enabler for mobile internet is to partner with internet players such as YouTube, Wikipedia 

and Google. These partnerships would be important in emerging market in order to drive 

mobile internet uptake by the medium-to-upper middle class segment. The transformation of 

these services into local content and local language based on a local context is needed to 

encourage the lower middle class segment to understand the mobile internet. 
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10.8 Cost structure 

The cost structure building block refers to all costs incurred to run a mobile operator business 

model. In order for operators to deliver its value propositions, create and sustain relationships 

to customers, and generate revenue, these areas all incur costs. Specific mobile operator cost 

structures depend on how they want to create and deliver their value propositions. We will 

discuss if they are driven by low cost or driven by great value creation. However, business 

models can also lie in between these two cost areas (Osterwalder & Pigneur, 2010: 40-41). 

 

In emerging markets, the cost structure requires that mobile operators are balancing the lower- 

and medium-to-upper emerging middle class segments in order to control expenditures such 

as OPEX and CAPEX. We see that a large subscriber base across different segments can help 

lower the overhead cost per subscriber and allows operators to remain competitive. This 

because operators usually can gain higher margins from segment two relative to segment one. 

As such, it is important to have both low end as well as premium customers in emerging 

markets. Such strategy should be seen in close connection to price wars where the tactic is to 

increase the customer base in short run and profit from that in the long run. At the moment, 

the market penetration rate of mobile internet is very low in emerging markets as we have 

analyzed in section 8 (Ooi, 2008: 59-60). 

 

In mature markets, ARPU is declining as competition intensifies from mobile operators 

working on innovative services and niche user segments. Meanwhile, in emerging markets 

success largely depends on providing affordable services to lower income users who generate 

correspondingly less ARPU. To lower production costs, we see that mobile operators can 

consider using managed services. Managed services provide a tool for mobile operators in all 

markets to improve their efficiency and operational performance through outsourcing of e.g. 

the networks. This most often lower OPEX and can free up resources to focus more closely 

on their core business of serving end-users. This could also help reduce capital spending and 

at the same time reach new customers and obtain larger volumes (NSN, Nov 2009: 1) 

 

Innovative low-OPEX operators such as Smart and Globe in the Philippines, Telkomsel and 

Excelcom in Indonesia, and Grameenphone in Bangladesh are emerging market leaders with 

OPEX as low as <2.6 US dollars per subscriber a month. They use different initiatives to 

reduce OPEX, such as electronic prepaid mobile top-up and build-in house distribution to 
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reduce dealer commissions. And having no subsidies on mobile phones is a major low-cost 

tactic that allows emerging market operators to lower OPEX (Ooi, 2008:  60).   

 

In the end we recommend that operators follow the strategy of targeting both segment one and 

two. We foresee that margins may be under pressure in serving segment one, but in the longer 

run the operator will achieve great economic gains as both segments purchasing power rise 

with the economic development. 

 

In the next section, we will conduct our conclusion by answering our research sub-questions. 

After the conclusion we will answer our research question by proposing how mobile operators 

can work with business modeling to achieve emerging market mobile internet success.  
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11 Conclusion 

The purpose of this research has been to examine how mobile operators can design their 

business model with the purpose of distributing mobile internet to the growing middle class in 

emerging markets. Throughout our research we have clearly explained the importance of the 

mobile internet business opportunity. More than three billion consumers constitute the middle 

class in emerging markets and it is growing each day. These consumers have moved out of 

poverty and they earn a decent living. Also, they all share the common characteristic that they 

are prospering from the globalization and their countries‟ stake in this economic development. 

 

For operators to utilize the mobile internet potential we have explained that the product must 

first of all be tailored to the end user needs. Here we have found mobile internet to be able to 

cover emerging world end users‟ needs for connectivity and information beyond what voice 

and SMS can do. This will happen via the covering of needs that end users already cover in 

traditional offline life. One example is the online marketplace CellBazaar that can replace the 

need to go to the market to sell consumer belongings or goods. We also see the right mobile 

internet services to be able to fulfill latent needs that end users clearly have. A good example 

is mobile banking and insurance services that can help to secure the lives of end users. We 

also conclude that we do not see extensive mobile internet product adoption to happen before 

services are made content, context, and language specific for especially the lower middle class. 

 

We also see clear documentation for decreasing prices on mobile internet handsets. This is the 

first step to achieve affordable access for emerging market consumers. Second, we have found 

that mobile internet together with voice and SMS must not cost more than 10.83 USD per 

month on average throughout all emerging markets. This result comes from the income power 

from the lower emerging market middle class, which make up 87% of the middle class in the 

emerging world. Therefore, without affordable mobile internet aimed at this segment, the 

masses will never see the benefits. We have recommended that affordability should come 

from low cost strategies that build on economies of scale and long term investment strategies. 

So far we see this happening in major countries such as Bangladesh, Indonesia, and India.  

 

It is not enough that the mobile internet product cover end user needs and that it is affordably 

priced. Mobile operators must also distribute the product effectively. In the case of the lower 

segment we recommend distribution to happen through partnerships with local players such as 
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micro entrepreneurs and NGO‟s. In nature, all channels that can overcome the infrastructure 

hazards in rural areas are welcome. In connection to the medium-to-upper emerging market 

middle class we conclude that distribution must happen via formal channels such as retailers, 

online stores, and in relation to mobile banking then via financial institutions. This segment 

takes up only around 13% of persons living in the emerging world. Their income levels are 

much higher than the other 87%. As such they should be met via other distribution channels. 

 

Next, we also conclude that the efforts to design the right mobile internet product, affordable 

pricing, and effective distribution, must be supplemented with innovative promotion efforts. 

We have found that it is effective to promote the mobile internet to the lower middle class 

consumer segment via local activities. We especially find IT learning programs to be effective 

to overcome the lack of IT literacy that we have found among many consumers. Such 

programs will also function to promote mobile internet and the mobile operator behind the 

offering. We also see that promotion towards the lower middle class segment must be linked 

to people support on the ground that can interact with consumers. We have found that 

promotion of mobile internet to the medium-to-upper middle class segment should be much 

different. Instead promotion should happen via the Internet, celebrities, and urban sales 

channels. 

 

Furthermore, we have found that both end user segments are in position to benefit from 

mobile internet service offerings. However, mobile operators must satisfy their end user needs 

much differently. On the next pages we have outlined our business model proposal that goes 

in depth with how mobile operators can target each of the two middle class segments. This 

business model proposal is a result of our discussion. The proposal also functions as the last 

portion of our conclusion as it helps to answer our research question. 

 

Last, our research has also made us able to fully understand the positive value that strong 

mobile internet market penetration can have on both rural- and urban areas in emerging 

countries. We foresee that mobile operators will be bringing huge societal development to 

countries in the emerging world as we have experienced with basic voice and SMS. The 

success that mobile operators can potentially harvest from distributing mobile internet to the 

masses in emerging markets will in our opinion carry large positive spillover effects with it.  
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12 Business model proposal 

Segment / 

Building blocks 

Segment one Segment two 

1. 

Customer 

Segments 

Lower middle class 

Earn between 2 and 12 USD a day 

Has moved out of poverty 

Live in rural areas 

2.64bn end users in 2005 (87%) 

Is benefiting from voice and SMS 

Lack IT literacy and English skills 

No excess money for leisure 

Medium-to-upper middle class 

Earn between 12 and 50 USD a day 

Is benefiting from globalization 

Live in urban cities 

400mn end users in 2005 (13%) 

Is already familiar with the internet 

Educated and speak fluent English 

Use the internet for the fun of it 

 

2.  

Value 

Propositions 

 

 

Browser access + emailing are key 

Services must eat little battery life 

Services offered in local language 

Services that offer local content 

Services come with IT learning 

 

Mobile banking service needs such 

as transferring money and savings 

 

Free trial period before purchase 

 

Together voice, SMS and mobile 

internet should cost no more than 

10.83 USD / month global average 

 

Browser access + emailing are key 

Services offered in English 

Services with local + global content 

YouTube, Facebook, Wikipedia 

Services such as GPS, mapping, etc 

 

Cover all mobile banking needs in 

co-op with the end users own bank 

 

Free air time to stimulate purchase 

 

Together voice, SMS and mobile 

internet should cost no more than 

46.58 USD / month global average 

3. 

Channels 

 

 

 

Distribution via indirect channels 

Internet kiosks, café‟s, auto vans 

Local entrepreneurs to sell locally 

Co-op with NGO‟s for rural reach 

 

All channels that can overcome the 

infrastructure hazards in rural areas 

 

Direct from operator to end user 

Urban distribution channels 

Mobile banking services must be 

distributed in co-op with banks 

 

Retail stores, outlets, malls, super-

markets, and online sales channels 

 

4. 

Customer  

Relationships 

 

 

Price wars to acquire customers 

Acquire customers via free trials 

Show benefits to acquire customers 

Build relationship via IT learning 

 

Promotion via newspaper, radio, 

operator personnel, word-of-mouth  

 

Rural community people as middle 

men between operator and end user 

 

First mover acquire most customers 

Retention based on upgrades and 

loyalty programs, handset finance 

Price wars to acquire customers 

New features to acquire customers: 

Facebook, YouTube, Twitter, etc. 

Target with international messages 

 

Promotion via internet, celebrity 

endorsement, and global character 

 

Retention based on upgrades and 

loyalty programs 

 

First mover acquire most customers 

Will appreciate online self services 

from operators, handset finance 
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5. 

Revenue 

Streams 

 

 

Unbanked customers has no credit 

line, but prepaid subscription do not 

require credit approval 

 

Prepaid subscription a week/month 

Prepaid gives better cost control 

Prepaid end user sign no contract 

Prepaid is good for first time users 

 

Scratch tickets for prepaid payment 

in a period of 1-3 weeks for end 

users to test before subscribing 

 

Lock SIM-cards for a time period 

to tie end users to the operator and 

finance their handsets  

 

Prepaid scratch tickets pose high 

transaction costs on both end users 

and mobile operators making pre-

paid scratch tickets more expensive 

 

Prepaid subscriptions lower the 

transaction costs down to between 

scratch tickets and postpaid plans 

  

Cheapest mobile internet handset 

costs 25 USD (Huawei 2900i) 

 

Voice, SMS and internet must not 

cost more than 10.83 USD a month 

after the costs of a basic handset 

 

Extremely price sensitive due to 

low purchasing power and does not 

know the value of mobile internet 

 

Target this segment with easy and 

understandable flat rate pricing 

 

Banked and get credit approval to 

subscribe to postpaid pricing plans. 

However this segment may want 

prepaid for the flexibility of it 

 

Prepaid subscription a week/month 

Postpaid subscription per month 

 

 

 

 

 

 

Lock SIM-cards for a time period 

to tie end users to the operator and 

finance their handsets 

 

Postpaid subscriptions pose lower 

transaction costs on both end users 

and mobile operators 

 

 

 

 

 

 

Cheapest smartphone handset costs 

123 USD (Nokia xxx) 

 

Voice, SMS and internet must not 

cost more than 46.58 USD a month 

after the finance of a smartphone 

 

Low price-sensitivity as their 

purchasing power is high and they 

know the value of mobile internet 

 

This segment may want to pay 

higher prices for higher speed, etc. 

 

6. 

Key Resources 

 

 

 

 

Distribution network with rural 

reach in collaboration with NGO‟s 

 

Human resources that understand 

pricing, branding, and products 

 

Access to strong financial resources 

Distribution network with urban 

city strengths through retailing, etc. 

 

Human resources that understand 

pricing, branding, and products 

 

Access to strong financial resources 

  



 99 

7. 

Key 

Partnerships 

 

 

 

All partnerships that can support 

the operator to cover end user needs 

 

Partner with NGO‟s to reach rural 

communities 

 

Partner with financial institutions to 

offer mobile banking services 

 

Partner with local internet players 

that can offer local services similar 

to YouTube, Wikipedia, Google  

  

All partnerships that can support 

the operator to cover end user needs 

 

Partner with retailers (e.g. super-

markets) to reach urban end users 

 

Partner with financial institutions to 

offer mobile banking services 

 

Partner with global internet players 

like YouTube, Wikipedia, Google 

to offer these services in English   

8. 

Cost Structure 

 

 

 

Go outside operator‟s organization 

to find non-internal key resources 

 

Innovative low-OPEX operators 

dominate this end user segment 

 

Successful operators serving this 

segment carry monthly OPEX of 

2.6 USD and below per subscriber  

 

Low-cost strategy not to offer 

subsidies on handsets. This lowers 

OPEX for the mobile operator 

 

 

Go outside operator‟s organization 

to find non-internal key resources 

 

 

 

 

 

 

 

 

It is an option to offer subsidized   

smartphones to this segment in 

return for heavy usage of voice, 

SMS and the mobile internet 
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13 Acronyms 

SMS: Short message service  

ARPU: Average revenue per user 

MVNO: Mobile virtual network operator 

MVN: Mobile network operator 

M-COMMERCE: Mobile commerce 

E-COMMERCE: Electronic commerce 

HANDSET: Handheld mobile phone 

VAS: Value added services 

NSN: Nokia Siemens Networks 

IT: Information technology 

ICT: Information communication technology 

E-MAIL: Electronic mail 

PC: personal computer 

BOP: Bottom of the pyramid 

5 P’S OF MARKETING: Product, price, place, promotion, and people 

GDP: Gross domestic product 

3G: Third generation 

VP: value proposition 

NGO: non-governmental organization 

JV: joint-venture 

BOP: Bottom of the Pyramid 

OPEX: Operational expenses 

CAPEX: Capital expenditure 
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