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Introduction

The telecoms industry in Africa and the Middle East has
entered a crucial turbulence phase. The focus no longer
lies on massive customer acquisition, but rather on value
creation. Competition from peers and from OTTs has
intensified in most markets, combined with operators’
price wars. This leads to a drastic drop in voice revenue
thus urging operators in the sector to lay emphasis on
developing the 3rd and 4th curves of revenue (data, digital,
mobile financial services) with a new wave of services at
lower margins. As pressure on margins intensifies
because of the accelerated decline in ARPU and the
necessary investments on 3G/4G infrastructures to boost
and support data usage, telecoms operators in Africa and
the Middle East need to build scale to survive.
So understanding the competition landscape, as well as
the dynamic and impacting factors in the African and
Middle East markets is crucial. But unlike the numerous
reports (facts and figures) available on the market place,
the present report aims at giving another reading of
markets and competition in Africa and the Middle East by
extracting knowledge provided by the use of analytics
and other management tools.
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$7,202 GDP pc (PPP)
119% mobile penetration
31% Internet penetration
3.3 operators/market
$4.6 ARPU

Key facts and figures 1

$19,400 GDP pc (PPP)
141% mobile penetration
55% Internet penetration
3.1 operators/market
$14.7 ARPU

$1,490 GDP pc (PPP)
87% mobile penetration
9% Internet penetration
3.9 operators/market
$4.1 ARPU

$2,482 GDP pc (PPP)
85% mobile penetration
10% Internet penetration
3.6 operators/market
$5.2 ARPU

$1,614 GDP pc (PPP)
61% mobile penetration
16% Internet penetration
3.2 operators/market
$3.2 ARPU

$4,748 GDP pc (PPP)
91% mobile penetration
22% Internet penetration
3.0 operators/market
$5.6 ARPU

Sources: GSMA, ITU, Strategy & Analytics Consulting analysis
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Key facts and figures 2

73% / 37%
Mobile penetration exceeds100% in
72.7% of the markets in MENA,
compared to 36.7% in SSA.

31%
In 31% of Africa and the
Middle East markets, Internet
penetration is below 10%.

39%
In Africa and the Middle East,
nearly 2 out of 5 markets have
4 or more mobile operators.

6
There are still 6 markets in
Sub-Saharan Africa that have
only 1 mobile operator (*).

38%
In Africa and the Middle East, 38%
of the markets have an ARPU
below 4$.

39 / 49
About 80% of the 49 countries
in SSA should have exactly 2
mobile operators to find the
equilibrium.

69% / 51%
The Top 6 telecoms groups have
68.9% of total mobile subscribers in
SSA, and 50.7% in MENA.

9
There are 9 markets in SubSaharan Africa where the leader
has at least twice the challenger’s
market share.

Sources: GSMA, ITU, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting

(*) This includes the markets where a 2nd GSM license awarding
process has been opened, but commercial operations are still to start.
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Key facts and figures 3

49,000/165,000
About 30% of the 165,000 towers in
Africa have been transfered from
mobile operators to independent
towercos so far.

1.6
The ratio 1.6 tends to be the
« critical mass market share » in
Sub-Saharan Africa.

31.5%
In 97% of the cases, exceeding 31.5%
market share allows a mobile operator
to achieve at least 30% EBITDA
Margin in Sub-Saharan Africa.

42.5%
In SSA, almost all the mobile
operators with at least 42.5%
EBITDA Margin are leader in their
market.

7
ETISALAT/Maroc Telecom group
are in competition with ORANGE
in 7 markets in Africa and in the
Middle East.

75% / 90%
VODACOM/V’FONE are market
leader in 75% of the countries where
they operate. MTN and ORANGE
are #1 or #2 in more than 90% of
their markets.

Portfolio & Profitability
ETISALAT, MTN, ORANGE,
VODACOM and ZAIN are the
leading players with both the highest
group EBITDA Margin and the best
Portfolio Balance Score (PBS).
Sources: GSMA, ITU, Strategy & Analytics Consulting analysis
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Telecoms groups overview

The following questions are answered in this chapter.
• What are the key characteristics of the Africa and Middle East countries with regards to the
traditional telecoms metrics (mobile and internet penetration, ARPU, number of competitors, etc)?
And how is the region positioned compared to other regions in the World?
• How are the AME countries and/or sub-regions different and similar with regards to these
metrics? Is there another classification apart from the traditional one based on the geographic
proximity?
• What correlations and associations can we extract between the different countries? Are there
some relationships at a regional or a sub-regional level?
• According to the “Macro-environment enablement-Industry attractiveness” matrix, which countries
are interesting on a business perspective, and which are not?

Strategy & Analytics Consulting
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1.1. Key markets’ indicators
The preliminary step in trying to understand the
state, the dynamics and the drivers of competition
in Africa and Middle East requires a quick
presentation of traditional markets indicators such
as mobile penetration, Internet adoption, number of
competitors, ARPU, etc. We shall not focus too
much on aggregated figures (many other agencies
produce such figures on a regular basis); the
purpose of this publication is to extract insights at a
sub-regional and then a country level.
We can see on Figure 1 that half of the countries
are already mature markets with mobile penetration
exceeding 100%. This is in line with the World
situation when the consider the median positions
(99% vs 93%). Nevertheless this rough result leads
to comments.
Firstly there is a big difference between the Middle
East and North Africa (MENA) where 72% of the
countries have reached the 100% mobile
penetration mark, and Sub-Saharan markets where
only 36% are above 100% mobile penetration.
More specifically, the huge difference is highlighted
on Figure 2 where half of the countries in the
Middle East are above 145%, whereas Eastern
Africa sub-region has a median mobile penetration
of 55% only.

Figure 1:

Mobile penetration in Africa and Middle
East
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Also the high level of multisimmining in Africa and
the Middle East indicates that the actual mobile
penetration is about half of what we observe in
subscriptions penetration.
Figure 3 shows that in terms of unique subscriber
penetration, the Middle East and North Africa is at
the World level, whereas Sub-Saharan Africa is
lagging a bit. But predictions are that those regions
(together with Asia-Pacific) have the biggest growth
potential. So by 2020 we can expect nearly 1 out of
2 inhabitants in Sub-Saharan Africa to have a
mobile phone; that is roughly 3 out of 4 adults.

73%
In MENA, 73% of the markets have
a mobile penetration above 100%;
they are only 37% in SSA.
If mobile phone has been rapidly adopted in this
region of the World (compared to the speed of
adoption in the developed World and to the
predictions made in the early 2000s), the countries
are clearly lagging in terms of Internet adoption.
The median Internet penetration in Africa and the
Middle East stands only at 24%, which is far below
the World’s median of 36% as we can see on
Figure 4.

Figure 2: Box-plot comparison of the 6 AME

sub-regions on mobile penetration

World median: 99%
AME median: 93%

Source: GSMA, ITU, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting

Source: GSMA, ITU, Strategy & Analytics Consulting analysis

www.strategyanalytics.consulting

March 2016

11

TELECOMS COMPETITION IN AFRICA & THE MIDDLE EAST:
Learnings from business analytics
Figure 3:

Unique subscribers penetration in different
regions of the World
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with a median Internet penetration of around 55%,
which is above the World median (36%). But when
Bahrein, Qatar of the United Arab Emirates reach
the 90% Internet penetration, Afghanistan is still
below 10%.
At the same time West and Central Africa have
each a median Internet penetration below 12%.
These sad figures in Africa should not hide the fact
that in each of these sub-regions some pockets of
Internet emergence exist like in Nigeria, Kenya or
South Africa where more than 40% of the
population has adopted Internet.

31%
Source: GSMA, Strategy & Analytics Consulting analysis

It is only in 12 out of 71 countries that we see
Internet penetration exceeding 50%. And in 22
countries (almost all in Sub-Saharan Africa),
Internet still has to take off as penetration is below
10%.
We need to be clear that an Internet user is defined
as an individual who can access the Internet, via
computer or mobile device, within the home where
the individual lives. This point is quite important to
make sure we compare mobile penetration and
Internet adoption on the same basis.
In line with what has been observed for mobile
penetration, the Middle East region is clearly ahead

Figure 4:

In 31% of AME markets, Internet
penetration is below 10%.
Finally these figures on Internet penetration are
more in line with the findings of the World
Economic Forum’s Network Readiness ranking.
The 2015 release shows a clear relationship
between Network Readiness Index and Internet
penetration (*).
So to boost the adoption of Internet in the day-today live of their populations, governments in SubSaharan Africa need to put in place a set of
enablers in terms of infrastructure, fair regulation,
addressing the consumers barriers, lowering
taxes, etc.

Figure 5:

Internet penetration in AME



World median: 36%
AME median: 24%

Source: GSMA, Internet World Stats, Strategy & Analytics Consulting analysis

Box-plot comparison of the 6 AME subregions on internet penetration

Source: GSMA, Internet World Stats, Strategy & Analytics Consulting analysis

(*) World Economic Forum; The Global Information Technology Report 2015

Strategy & Analytics Consulting
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Figure 6:

Internet penetration (*) vs Mobile penetration in SSA

The size of the bubble is the size
of the population.
Source: GSMA, Internet World Stats, Strategy & Analytics Consulting analysis

As seen on the previous pages, althought most
markets in Sub-Saharan Africa have finally
embraced the wave of mobile telephony (with many
countries above 100% penetration as seen
previously), there are some discrepancies in the
Internet’s adoption curve.
When we compare mobile phone adoption (based
on unique subscribers) and Internet penetration,
Figure 6 shows that Sub-Saharan African countries
can fall within one of the following four clusters:
•

C1- “Leading countries” both in terms of mobile
penetration and internet adoption (Kenya,
Nigeria, South Africa, etc).

•

C2- “Follower countries” with internet
penetration more or less in line with mobile
penetration (Botswana, Cote d’Ivoire, Senegal,
Ghana, etc)

•

C3- “ICT countries” for which internet is very
developed compared to mobile penetration. It is
interesting to notice that most of them are East
African countries (in spite of the fact that
countries of that sub-region are still behind).

•

With the development of OTTs applications and
the use of social media, we found interesting to
compare the Internet’s adoption with the
penetration of Facebook, chosen because it is the
leading social media platform.
According to Internet World Stats website, there
are about 120 million people coming everymonth
to Facebook in Sub-Saharan Africa. We can see
on Figure 7 the strong relationship between
Internet and Facebook adoptions for countries
where Internet penetration is very low (below 8%).
In these countries, about 75% of Internet users
have a regular Facebook account.
But has Internet penetration increases, we find
markets like Nigeria or Kenya where hardly half of
the Internet users have a Facebook account, while
in Botswana or Cape Verde about 90% of the
Internet users are on Facebook.
A detailed and comparative analysis involving
other social media platforms and specific
independent variables might provide some
interesting insights.

C4- “Laggard countries” where internet is still to
really take off (Ethiopia, Congo DRC, Mali, etc).

(*) An Internet user is defined as an individual who can access the Internet, via computer or mobile device, within the home where
the individual lives

Strategy & Analytics Consulting
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Figure 7:

Internet penetration vs Facebook
penetration in SSA

The size of the bubble is proportionate to the
number of Facebook users.
Source: GSMA, Internet World Stats, Strategy & Analytics Consulting analysis

If we focus now on the competition landscape or
structure, we can see on Figure 8 that there are still
six countries (all of them in Sub-Saharan Africa)
with only one mobile operator. In most of these
monopolistic markets, total population is below one
million inhabitants, which can explain this situation.
Some changes will certainly occur by the end of the
year when we consider for instance Comores that
has awarded a second license to TELMA, or
Swaziland where VIETTEL has been announced
for years now.
But the great exception remains Ethiopia, one of
the last countries in Africa allowing its national

telco, Ethio Telecom a monopoly on all telecom
services despite the huge population (80 million
inhabitants).

40%
In AME, 39.4% of markets have 4 or
more mobile operators.
On the other hand, we notice that 28 countries out
of 71 have four or more mobile operators. This
raises again the age-old question of consolidation.
We need to bear in mind that in most of the
markets in Africa only the top 2 players really
reach the critical mass necessary to be profitable.

Figure 8:

Figure 9: Box-plot comparison of the 6 AME

Number of mobile operators per market

sub-regions on the number of competitors

Source: GSMA, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting
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It is true that in some markets we have observed a
few isolated consolidation initiatives over the last 3
years (Uganda, Congo DRC, Cote d’Ivoire, etc).
But it is difficult to assume that the effective wave
of consolidations spreading all over the African
markets has already started; hence this high
number of markets where operators hardly exceed
30% EBITDA Margin.
In fact, and according to the findings of Strategy &
Analytics Consulting presented later in this paper,
to be consistantly profitable in the long run and
exceed the 30% EBITDA Margin mark, mobile
operators in Africa generally need to reach 31.5%
market share, which is mathematically impossible
for all when the market has more than three
generalists.

When we look at Figure 11, we notice that in all
the sub-regions the average number of mobile
operators per country is between three and four.
And more specifically in West Africa and in the
Eastern region of the continent, 3 out of 4
countries have five or more players operating in
the market.
If the situation is understandable in Nigeria (size or
wealth effect), such number of contenders is
amazing in Burundi, in Somalia or even in the
Central African Republic where GDP per capita is
below 1,000 US$ and the size of the population is
not that huge.

Figure 10:
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So it comes without surprise that in these markets
most of the mobile operators do not make money
(EBITDA Margin below 10% and even negative).

38%
In Africa and the Middle East, 38% of
the markets have an ARPU below 4$.
The last point to consider for the quick description
of Africa and the Middle East markets is ARPU.
Yes, overall individual usage is in constant decline
everywhere in the World since the mid-2000s due
to the effect of massive acquisitions in low end
segments and rural areas and the multisimming
syndrome that dilutes the level of expenses per
individual SIM card. But the drastic drop in voive
revenue is a phenomenon Sub-Saharan Africa
countries have just started experiencing over the
last 2 years with the development of OTTs
applications (Skype, Wattsapp).
The inability of most operators to convert the boom
in data usage onto consistant revenue explains
why 27 out of 71 markets in Africa and the Middle
East have an average ARPU below 4$. And
particularly in Sub-Saharan Africa there is no
market with ARPU comparable to Europe or USA
levels. Even a country like Egypt has its ARPU
below 4$ now compared to 12$ ten years ago.

Figure 11: Median ARPU by sub-region

Distribution of ARPU accross the 71
countries in Africa and Middle East

Source: GSMA, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting
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Figure 12:

Proximity between sub-regions in Africa and the Middle East

Source: GSMA, Internet World Stats, WorlBank Database, Strategy & Analytics Consulting analysis

Figure 12 is a way to summarize the individual and
specific results above. On this mapping of factorial
correspondence analysis, associations between
sub-regions and telecoms indicators are pictured.
We can read for instance that West and Central
Africa are not only closer geographically, but also
by their characteristics (high number of mobile
operators per country). North Africa and the
Middle East countries have the highest ARPU and
GDP per capita.
The same kind of analysis can be conducted on

the basis of the official language spoken in each of
the Sub-Saharan African countries: English,
French and Others (Figure 13).
We can note that both English speaking and
French speaking countries have the highest
average number of competitors. French speaking
countries have the lowest Internet penetration. The
Other Countries’ category has the highest GDP
per capita, which is strongly linked to high ARPU.
Also mobile penetration seems to be higher in
French speaking countries compared to in the
English speaking ones.

Figure 13:

Proximity between language speaking countries in Sub-Saharan Africa

Source: GSMA, Internet World Stats, WorlBank Database, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting
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Nevertheless Strategy & Analytics Consulting
found it possible to build a multifactorial equation
for mobile penetration based for instance upon the
multiple linear regression.

1.2. Correlations and associations
After this short reminder on key telecoms indicators
to get an idea on the different levels of performance
in Africa and the Middle East, it is worth focusing
on the possible relationships (correlations or
associations) that may exist. The purpose of this
exercise is to better understand the factors that
drive the behaviour of certain markets/sub-regions.

But more interestingly, we found that splitting
Africa and the Middle East between 6 sub-regions
made possible to identify factors that have a
specific relationship with mobile or internet
penetration.
In all the analyses that follow, we need to be
careful and to bear in mind that we talk about
causality, and not causation. And the regression
analyses that are conducted should be completed
with other techniques like cross-impact matrices to
better estimate relationships.

Figure 14 confirms what the common sense would
have expected: Africa and the Middle East cannot
be considered as a one-fit-all region. When we take
factors such as mobile penetration, internet
penetration, number of competitors, etc, we can
easily observe big differences between the
markets. In addition to that, it is also difficult to find
factors that are strongly and exclusively correlated
together, or even clusters clearly identified.

So the first exercise consisted in building a
multiple linear region equation that could help
predict mobile penetration for any country in Africa
and the Middle East.

All the above explains why the traditional Jipp
curve linking GDP per capita and penetration
(mobile or internet) is nearly impossible to build for
the region as a whole.

From the panel of factors at our disposal, we have
picked those with the highest individual correlation
with mobile penetration: GDP per capita,
urbanization rate, literacy rate. GDP per capita has
been integrated after a logarithmic transformation
that appeared to show a better correlation with
mobile penetration.

Figure 14:

Position of AME countries on the Macroenvironment enablement-Industry attractiveness map

Source: GSMA, Internet World Stats, WorlBank Database, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting
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Unsurprisingly, Urbanization rate is clearly a factor
that is important to consider in this part of the
World.
Taken alone, literacy rate did not show a strong
relationship with the region. But its interaction with
urbanization rate led to an interesting correlation
with mobile penetration.
The regression equation obtained is presented
below with the regression coefficients of each of
the 3 final variables.

Mobile penetration = (0.479 LOG(GDPpc)) +
(1.615 URB) – (0.837 LITxURB) – 1.353
The equation shows interesting results. The
determination coefficient is high (R²=0.78),
meaning 78% of the changes in mobile penetration
can be explained by variation in GDPpc,
urbanization and literacy rate. All the regression
coefficients are significantly different from 0.

Chapter 1
Markets overview

We can see on Figure 15 the predicted mobile
penetration based upon the model, and we can
compare the result with the actual mobile
penetration.

In AME, GDP per capita,
Literacy rate, Urbanization rate
can help predict the level of
Mobile Penetration.
The chart can help identify outliers with countries
that overperform (actual mobile penetration above
the predicted one); for instance Mali and
Zimbabwe.

But we can also identify markets that
underperform (actual mobile penetration below
prediction), with countries such as Lebanon or
Ethiopia.

Figure 15:
Application of the mobile penetration’s equation for AME markets

Source: GSMA, ITU, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting
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The reasons of the gaps can be found on
qualitative factors such as the impact of the
regulator’s policy, exceptional events (wars), etc.
Besides this overall analysis, seeking relationships
at a sub-regional level is more interesting as it can
help better isolate and leverage the most critical
factors. For and illustrative purpose, we have
selected three sub-regions: the Middle East, West
Africa and Central Africa.
A point has to be made concerning the focus on the
Jipp model. In fact, it is often interpreted to mean
that there is causal relationship which works in both
directions; and as such, it can help build the
conditions for a country’s development.

Jipp curve in the Middle East
For instance Figure 16 shows that a real Jipp curve
exists in the Middle East. It appears a clear
relationship between GDP per capita, PPP (after a
Log transformation) and mobile penetration; which
was not observable at a regional level (Africa and
the Middle East).
The equation obtained by Strategy & Analytics
Consulting is:

Chapter 1
Markets overview

From the regression coefficient (1.286), we can
assume that mobile industry can really boost
wealth creation measured by an increase in GDP
per capita. A increase by 1% of mobile penetration

Jipp curve in West Africa
The same Jipp curve’s hunt has been applied to
West African countries. But the difference is that
signification relationship has been found with
Internet penetration, not mobile adoption as we
can see on Figure 17.
The equation obtained is:

GDPpc = 721.2 LOG(Internet penetration)
+ 3,171
The correlation is strong and positive (with
R²=0.89), which means 89% of the variation in the
GDP per capita of the West African countries can
be explained by the evolution of Internet
penetration.
Figure 17:
Illustration of the Jipp curve in West Africa
(linking GDPpc and internet penetration)

Log (GDPpc) = 1.286 LOG(Mobile
penetration) + 3.76
The correlation is strong and positiive (with
R²=0.78), which means 78% of the variation in the
wealth (Log) of the Middle East countries can be
explained by the evolution of mobile penetration.
Figure 16:
Illustration of the Jipp curve in the Middle East
(linking GDPpc and mobile penetration)
Source: World Bank database, GSMA, Strategy & Analytics Consulting analysis

When we look at the regression coefficient, some
interesting insights emerge:
Low GDP countries are the main benefitors of the
impact of Internet adoption. For instance a 5%
increase on Internet penetration will have more
impact on a country with a GDP per capita around
1,000$ than on another one with a GDPpc around
2,000 $.
Source: World Bank database, GSMA, Strategy & Analytics Consulting analysis

Strategy & Analytics Consulting
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Figure 18:
Relationship between urbanization rate and
mobile penetration in Central Africa

Indirect consequence of the above, Internet
penetration alone cannot help West African
countries exceed a GDP per capita of 3,212 $. But
Internet can help boost other sectors or industries
in order to help these countries really become
emergent. We refer here to all the activities linked
to the creation and use of Internet networks and
services as defined by McKinsey (*).
In their research, McKinsey identified six sectors
that emerged on their ability to capture benefits
within the sector and the number of people likely to
be affected by greater adoption of Internet
technology: Financial services, Health, Agriculture,
Government, Education, and Retail.

Source: World Bank database, GSMA, Strategy & Analytics Consulting analysis

Relationship in Central Africa
The impact of the mobile industry on other sectors
have necessarily an impact on the development of
economy and society, and subsequently on
urbanization.

In the case of Central Africa, we can see on Figure
18 the strong relationship between mobile
penetration and urbanization rate. The definition we
use here describes the percentage of the total
population living in urban areas, which is not the
projected average rate of change of the size of the
urban population (second definition). The
relationship is a straightline and the equation
obtained is:

But on the other hand a research conducted by
GSMA Intelligence shown that BRIC countries
(Brazil, Russia, South Africa, China) were in a
process of adapting strategies to support urban
cellular connections growth (**).

Urbanization rate = 0.41 Mobile penetration +
0.166
The correlation is strong and positive (with
R²=0.79). And the regression coefficient means
that a one percent increase in mobile penetration
can lead to an increase in urbanization rate by
0.41 point.
This specific relationship helps understand why
mobile penetration has been lagging in countries
with relative low urbanization rate (Central African
Republic, Chad). And the saturation of urban
areas in Central African region explain why most
operators are now running rural penetration
initiatives to make massive acquisitions.

But in any case what we need to bear in mind is
that rapid urbanization and mobile phones are
converging to drive major changes in Africa
leading to major implications for cities, politics, and
civil society in the continent.
Notwithstanding the importance of all the factors
considered for the analyses above, we need to
bear in mind that the results are also the fruit of
qualitative factors such as regulatory policy,
country risk, etc.

(*) McKinsey: Lions go Digital: The Internet’s transformative potential in Africa. 2013
(**) GSMA: Urbanization driving mobile growth in BRIC countries. 2012.
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1.3. Markets attractiveness analysis
Following the above, an interesting question to
raise would be: « Which markets are attractive for a
telecoms operator on a pure business
perspective? »

So each country is allocated a score out of 10
according to its propensity to offer an incentative
macroenvironment frame and an attractive
industry.

To provide a piece of answer to this question, we
can consider two perspectives: exogeneous or
endogeneous.

Ethiopia is clearly the most
attractive market in AME based
on macroenvironment and
industry factors.

The exogeneous (aka external) perspective is the
macroenvironment enablement, with factors such
as GDP level and growth over the next 2 or 3
years, population size, country risk, etc.
The endogeneous (aka internal) perspective has
more to do with the industry attractiveness. Metrics
such as market size, mobile or internet penetration,
ARPU, the number of competitors are key in this
regard.
If on each factor we rank the 71 countries of the
Africa and Middle East region from the lowest
performer to the highest one (in terms of
percentiles), we can build a linear combination for
each of the two perspectives of the analysis:
macroenvironment enablement and industry
attractiveness.

The mapping on Figure 19 shows the positioning of
the 71 countries of the Africa and Middle East
region into 4 quadrants:
•

High macroenvironment enablement and high
industry attractiveness;

•

High macroenvironment enablement and low
industry attractiveness;

•

low macroenvironment enablement and high
industry attractiveness;

•

low macroenvironment enablement and low
industry attractiveness;

Figure 19:
Position of AME countries on the Macroenvironment enablement-Industry attractiveness map

Source: World Bank database, GSMA, Ease of Doing Business, Strategy & Analytics Consulting analysis
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It appears that countries such as Ethiopia, Angola
and Burkina Faso are very interesting as they offer
a good macroenvironment enablement and the
telecoms industry looks attractive. On the other
hand, countries like Somalia, Burundi, Guinea
Bissau or Zimbabwe look less interesting for a
telecoms investor.

The situation of a country like Nigeria which has a
median-plus position is interesting to comment.
In fact Nigeria has attractive factors pertaining to
macro-environment (country wealth as the top
economy in Africa, entrepreneurship spirit,
infrastructures, etc), or related to the telecoms
industry (market growth). But on the other hand we
note the security threat from Boko Haram, the
failing oil price, corruption or other factors on the
industry side (dominance of the market leader, etc).

Some countries like South Africa, Saudi Arabia or
Ghana offer good macro-environment conditions;
but the telecoms industry itself does not look quite
attractive due to factors such as too many
operators, saturated market, etc.
And finally a fourth category of countries comprises
markets like South Sudan, Syria, Chad. They are
very attractive in a pure business point of view
(relatively low mobile penetration, low or moderate
competition, etc); but the state of the macroenvironment is a huge barrier for investors.

Strategy & Analytics Consulting
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Obviously we need to bear in mind that such
quantitative analysis should be completed with a
more qualitative one including for instance the
regulatory policy, regional synergies, etc.
Nevertheless apart from the classification that
emerges from the mapping, this analysis could help
telecoms operators’ strategists build an enhanced
version of their portfolio « growth-share » matrix.
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This chapter analyses competition on a country comparative perspective by enlightening on the
following points.
• Which markets have the highest competition intensity based upon the number of competitors and
the competition intensity index? And what are the factors linked to this high competition level?
• How has competition intensity evolved over the last 10 years in Sub-Saharan Africa? And what
are the forces that are currently driving competition?
• Is there a way for determining the optimal number of mobile operators for each country based on
traditional indicators (population, wealth, market size), or on more analytical approaches (ENO
model, Rule of Three and Four)?

Strategy & Analytics Consulting
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2.1. Competition intensity
analysis

Figure 20 shows the results for Sub-Saharan
Africa markets. We can see on the chart the
apparent correlation between competition intensity
(based upon C2I) and the number of players in the
market.

In a given market, the level or competition intensity
is usually linked to the number of mobile operators
for a simplistic purpose. But this approach has
obvious limitations.

Nevertheless there are some exceptions like in
Liberia (5 operators), in Cameroon (4) or in
Namibia (4). In fact in these countries the
competition intensity metric is slightly below what
we could have expected from the number of
contenders. This is due to the gap between the
leader’s market share (or the top 2 players) and
the other operators.

Let us for instance consider two markets: A and B.
In market A, there are two competitors with 55%
and 45% market shares. Three mobile operators
are in competition in market B with 70%, 25%, 5%
market shares.We can reasonably assume that
competition will be tougher in market A compared
to market B, and that market B has nearly reached
its stability phase.

6

This leads us to the calculation of the competition
intensity index (C2I), which can be determined via
different formulas. The one we use here is a variant
of the Hirschman-Herfindahl index, which takes into
consideration the respective market shares of the
players.
n
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There are still 6 markets in SubSaharan Africa with only 1 mobile
operator.
In other words, in Cameroon for instance
competition would have been tougher if MTN and
Orange controled let’s say 60 or 65% of the
market instead of about 85% as it is noted at the
moment.

C2I = (1 - S Msi ) / 2
2

i=1

where MSi is the market share of operator i, and n
the number of operators.
C2I, as defined here, ranges from 0 (no
competition) to 0.5 (extreme competition).
Figure 20:

Competition index in Sub-Saharan African markets

Source: GSMA, Wikipedia, Strategy & Analytics Consulting analysis
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Figure 21:

Competition intensity in Middle East and North African markets

Source: GSMA, Wikipedia, Strategy & Analytics Consulting analysis

We can reasonably expeect competition intensity to
level off in Comores and in Swaziland with the end
of the monopoly in these markets.

Almost each market belongs to a specific cluster.
1. Following the Leader’s Supremacy factor, we
can identify 8 countries where the leader has
at least twice the challenger’s market share.
This is widely higher than the « critical-mass
market share » that can protect the leader in
the long run, which is estimated at 1.6 as we
could see later in this report. It is worth noting
that some of these countries are relatively
small (Lesotho, Namibia), while others are big
size ones (Kenya, Senegal).

On Figure 21 we can see the total correlation
between C2I and the number of players in the
Middle East.
We can just say that South Sudan, Israel, Yemen,
Afghanistan and Sudan are the markets with the
most intensive competition.

Competition cluster analysis

2. There is a considerable number of markets
where the Top 2 Players control nearly the
overall market. This comprises obviously
some duopolies (Togo, Mali, Angola, etc), but
also countries like Botswana, Chad or Congo
where three players are in competition.

All along this analytical evaluation of competition
intensity, it appeared that three categories of
market structure can define the level of competition
in the markets: the high number of mobile
operators, the supremacy of the leader, the control
made by the top two players.
Strategy & Analytics Consulting has integrated
these three market structures into a clustering
model to get the typology that appears on Figure
22 for the Sub-Saharan Africa countries. This
analysis does not include the monopolistic markets.

Strategy & Analytics Consulting

3. Other markets are characterized by the
number of players which is four or more:
Benin, Congo-DRC, Somalia, etc.
It is also worth noting that some exceptional
markets could belong to two different clusters. For
instance in Cameroon, MTN and Orange are very
strong top 2 players; and at the same time the
number of players is high (4 when we include
Nexttel and Camtel).
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Figure 22:

Clustering of SubSaharan African market based upon the competition intensity structure

Source: GSMA, Wikipedia, Strategy & Analytics Consulting analysis

Another example is Guinea Bissau where MTN and
Orange (once again) control more than 90% of the
market; but MTN is also a very powerful leader.
In Nigeria, with the last CDMA operator
(VISAFONE) being recently swallowed by MTN,
the number of competitors dropped from about
fifteen in 2008 (with 12 CDMAs) to four GSM
operators. This, combined with MTN’s relative
market share (close to 2), explains the Nigeria
move from the left hand cluster (number of
competitors) to the right hand one (leader’s
supremacy).

Strategy & Analytics Consulting

9
There are 9 markets in SubSaharan
Africa where the leader has at least
twice the challenger’s market share.
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2.2. Drivers of competition
intensity
Throughout the previous pages, we have noticed
that competition intensity is a concept that is not
homogeneous in Sub-Saharan Africa. On the other
hand Figure 23 shows interesting learning from the
evolution of a couple of metrics over the last 10
years.
We can see that both the total and average number
of mobile operators per country have slightly
dropped between 2010 and 2015. in fact the boom
of licenses awarded between 2005 and 2010 (with
the number of operators per country jumping up
from 2.4 to 3.5) has been counter-balanced during
the last 5 years by the disappearance of some
minor players via various consolidation processes
or simple exits.

Figure 23:

Evolution of competition intensity
metrics in Sub-Saharan Africa
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But what amazes is that althought the number of
players per country tends to follow a negative
trend, we can see clearly on Figure 23 that
competition gets tougher, measured by C2I
moving from 0.32 to 0.36 between 2010 and 2015.
Obvious reasons to this paradox is the
mathematical effect of consolidation with the
challenger becoming closer to the leader (Congo,
Congo-DRC or Uganda).
We can also highlight the imitation effect with
innovation being sometimes easily duplicated and
even anticipated by the rivals thanks to effective
competitive intelligence.
Another important factor to consider is the direct
impact of OTTs applications on the decline in
voice revenue.
So we can see that the factors that drive the
competition landscape and dynamic are unlimited;
hence the necessity to apply an analytical
methodology by revisiting the classic 5 forces of
the Porter’s model:
•the rivalry between mobile operators;
•the threat of new substitutes;
•the threat of new entrants;

•the bargaining power of buyers;
•the bargaining power of suppliers.
The results of this paradigm are clearly
summarized in Box 1 which is an example of a
typical Sub-Saharan Africa market. But many
other markets within the whole Africa and the
Middle East sphere share most of these elements.

Source: Strategy & Analytics Consulting analysis

A couple of well-known examples can be recalled
here like the deal between AIRTEL and WARID
(Congo and Uganda), the one between ORANGE
and TIGO in Congo-DRC, or even the exit of the
French group from Uganda and Kenya. The
consolidation process initiated by the regulator in
Cote d’Ivoire has also to be noted.

Strategy & Analytics Consulting

From the 25 factors that have been identified, we
have identified four that play a particular role or
have a huge impact upon the dynamic of
competition or the performance of mobile
operators in terms of revenue and margins: the
multisimming syndrome, price wars, the threat
from OTT players and the arrival of independent
towers companies.
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Box 1:

Michael Porter’s 5 forces model for a typical Sub-Saharan African telecoms market
THREAT OF NEW ENTRANTS

LOW

High capital fixed costs
Regulatory approval and licensing
Scare technical skill sets
High operational costs
Uncumbency advantage independent
of size
RISING
RIVALRY BETWEEN OPERATORS

BARGAINING POWER OF
BUYERS

MultiSIMs syndrome
Low switching cost
Some segments highly price
sensitive
No service differentiation
Multiple actors

BARGAINING POWER OF
SUPPLIERS

3 to 6 operators (high competition intensity)
High pressure on price (price wars)
Sharply declining voice revenue
Dozens of marketing campaigns/quarter
High exit costs and barriers
New and low cost technologies

THREAT OF NEW SUBSTITUTES

RISING

HIGH

Multiple equipment suppliers
Scare technical and
management human resources
Service differentiation

RISING

OTTs and other Internet services
Efficient backbone technologies
Cheaper alternatives
Packaged services
Lower switching costs
Source: Strategy & Analytics Consulting analysis

The multisimming syndrom is a phenomenon
mobile operators have been dealing with for more
than ten years now. It explains why we observe
such discrepancy between mobile penetration
figures as presented in most reports, and effective
unique subscribers penetration. Most countries in
Sub-Saharan Africa have a SIM per subscriber
ratio around 2, with a particularly higher ratio when
four or five players offer communication services.
In Cameroon for example, it had been noted that
96% of NEXTTEL’s subscribers had more than two
SIM cards. And within the market 1 out of 6
subscribers had three SIM card (one for MTN, one
for ORANGE, and the last one for NEXTTEL) (*).

Another phenomenon that has been noted over the
last 3 years is a clear shift within the telecoms
value chain with most operators entering the phase
of continuous decline in voice revenue due to value
destruction. This phenomenon started five or six
years ago with direct competition intensity that led
players to implement disruptive pricing initiatives
(price wars and hyper-bonuses). This value
destruction has been taken to another level with the
effective (long waiting) threat of the OTT players
(Skype, Wattsapp, etc).
These actors have created more appealing
alternatives to traditional offerings. They consists in
services such as IP messaging, cloud, mHealth,
telematics, advertising, payments, commerce, etc.

(*) Dashboard: Market research report 2015.

Strategy & Analytics Consulting
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So as we can see on Figure 24, African mobile
industries are now set to hit the 3rd-curve (also
called 4th-curve) of revenue, which is quite different
from the previous ones. The product range is large
and differentiated, the margins are generally lower,
and the innovation cycle is shorter. And we can see
that voice’s contribution to total revenue could drop
from 90% in Africa in the early 2010s to just 50%
by the end of the current decade.
Figure 24:

Trend of the main curves of revenue for a
typical African telecoms operator
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Finally a specific point has to be made regarding
capital intensity of the telecoms sectors and the
change brought by the arrival of independent tower
companies.
With declining ARPU and pressures on margins,
operators initially decided to embrace co-location
and to share base stations. It was a way to reduce
CAPEX and to improve profitability; but it also had
some limitations (trust about the rivals). So with the
arrival of independent towers companies (IHS,
American Towers, Eaton Towers, etc), many
operators decided to transfer (by selling or leasing)
their active and/or passive infrastructure in order to
focus on their core business of service
provisionning and improve their service quality as
well as operationnal efficiency.
This incidentally led to multi-billion dollars
transactions allowing mobile operators to finance
other aspects of their operations.
Almost all the leading operators in Sub-Saharan
Africa have now embarked on this solution
because maintenance costs are particularly high in
this region of the World (power supply, insecurity,
rural areas, etc).

Source: GSMA, Wikipedia, Strategy & Analytics Consulting analysis

The impact of OTT players is not just limited to
telecoms voice and messaging services but has led
to an exponential increase in mobile operators’
data traffic causing severe congestion problems in
their network and drop in the quality of service and
customer experience.

Strategy & Analytics Consulting estimates that out
of the 165,000 towers in Africa, about 49,000 have
been transferred from mobile network operators to
independent towercos as at December 2015. That
is about 30% of the network; and we expect this
proportion to increase significantly in 2016.

49,000 / 165,000
About 30% of the 165,000 towers in
Africa have been transferred from
mobile operators to independent
towercos so far.

Strategy & Analytics Consulting
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2.3. Competition optimal sizing
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The Economic Number of Operators model tries to
maximize the conjoint satisfaction of both the
customers and the operators. The ENO analyses
the trade-off between competitors’ margins and
the customers’ satisfaction by estimating and
maximizing the cumulative satisfaction function.

The determination of the optimal number of mobile
operators in a market is a concern for all the actors
of the market, from the carriers and the regulator to
the customers and the distributors. The number of
operators has a significant impact on the
penetration of telecommunications services, the
cost of communication, the cumulative margins, the
amount of taxes just to mention a few areas.

ENO = Max {f(EM) + f(CSAT)}
with:
•EM: sum of EBITDA Margins of the operators
•CSAT: average customer satisfaction

It has generally been accepted by consultants and
other telecoms professionals over the years and in
different regions in the World that the optimal
number of operators in a single market is three or
four. But what can be accepted in La Reunion
(where the total population does not reach half a
million inhabitants) might not work in Nigeria with
more than 180 million people.

The Rule of Three and Four supposes a
competitive industry will find equilibrium whith a
ratio of 2 to 1 in market share between any two
competitors.
Boxes 2 and 3 below provide more details on
these models.

Besides the population size, other factors need to
be taken into account, hence the two approaches
and theoretical frameworks that will be considered
for our optimization exercise: the Economic
Number of Operators (ENO) and the Rule of Three
and Four.

As we said earlier with the comparison of La
Reunion and Nigeria, there should be an optimal
number of mobile operators for each market. And
as a matter of facts, in some markets the logic will
consist in increasing the number of players, while
in others a consolidation process will take place.

Box 2:

The Economic Number of Operators (ENO) model
The Economic Number of Operators (ENO) is a model
that derives from similar models from the economics
and management literature: Wilson EOQ model,
Baumol-Tobin model, etc.
The optimal number of competitors in a market can be
considered as the number of competitors that
maximizes the cumulative satisfaction of the two
counterparts of the market: the customers and the
operators.

So as we can see on the chart below, the cumulative
satisfaction of the actors in the market will increase,
reach a peak, and then decrease.
According to the nature of the market, the peak is
generally hit with 2 to 4 telecoms operators.
The chart of the optimal number of competitors

The customer’s satisfaction involves quality of
service, cheaper price of communication, better
coverage, innovative products availability, etc. It tends
to increase with the number of competitors.
On the other hand, the operator’s satisfaction can be
summarized with the ability to generate profits. This
naturally tends to decrease with the number of
competitors due to the constraint of the market’s total
profit capacity.

Strategy & Analytics Consulting
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Box 3:

The Market share-Return chart: combination of the Rule of 3 & 4 and the PIMS framework
The Rule of Three and Four supposes that in a stable,
competitive industry there will normally be three major
competitors and several others, who only succeed if
they are able to operate in a niche market.

The PIMS (Profit Impact of Marketing Strategy)
framework suggests that:

Moreover, that industry structure will find equilibrium
when the market shares of the three companies reach a
ratio of approximately 4:2:1.
The conditions which create this rule are:
•A ratio of 2 to 1 in market share between any two
competitors seems to be the equilibrium point at which
it is neither practical nor advantageous for either
competitor to increase or decrease share.
•Any competitor with less than one quarter the share of
the largest competitor cannot be an effective competitor
(excepted if this low share competitor achieves a
leadership position in a given niche and dominate it
cost-wise).

•In the long run, the most important single factor
affecting a business unit’s performance is the quality of
its products & services relative to those of competitors.

•Market share and profitability are strongly related. The
primary reason for this link, apart from the connection
with relative quality, is that large-share businesses
benefit from scale economies.
•Most of the strategic factors that boost ROI also
contribute to long-term value.

The general idea behind the Rule of 3 & 4:
Generalists, Specialists, and "the Ditch".

The Ditch (also known as “No man’s land” area) is
comprised of:
•Firms too big and broad to compete effectively in a
niche;
•Firms too small to scale up to the efficiencies enjoyed
by the big three.

This could take the form of a natural shake out
driven by the operators like what has been
observed a couple of years ago in Uganda (Airtel
and Warid) or lately in Congo DRC (Orange and
Tigo). But the consolidation can also be driven by
the regulator like what we can observe in Cote
d’Ivoire. Sometimes also the regulator can decide
to keep just two mobile operators, but require them
to give wholesale access to MVNOs. This case will
not be considered in the present document.
So with the objective of determining the optimal
number of mobile operators for each market in
Africa and the Middle East, Strategy & Analytics
Consulting applied the two frameworks presented
above (the ENO and the Rule of Three and Four) to
get the clusters of Figure 25.
The first cluster is made of countries where we
might think a monopoly should be the way to go

Strategy & Analytics Consulting

because of the size of the addressable market. But
obviously the customers’ concerns will not be met
(affordable products and service, network and
distribution coverage, etc); hence the necessity for
those countries to have two mobile operators.
Countries in this category are for instance
Mayotte, Seychelles, etc. We need to bear in mind
that telecoms industry is hightly capitalistic
(CAPEX/Sales regularly around 20%, new
investments need to support the boom in data
demand, etc).
The second cluster contains markets where two
mobile operators is quite naturally the optimal
competition’s size. This cluster is by far the largest
by the number of countries (30, which means
about 60% of the total in SSA); and it is in line with
some consultants’ findings that in most markets in
Sub-Saharan Africa only the top 2 players are
profitable.
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Figure 25:

Optimal number of competitors per market in SubSaharan Africa

Source: Strategy & Analytics Consulting analysis

The third cluster contains markets that should have
three operators. The main differences between
cluster 2 and cluster 3 are primarily on the wealth
(total GDP) of the countries which combines the
size effect (population) and the qualitative factor
(GDP per capita), and secondarily on the
competition’s structure (relative size of the players).
Cluster 4 is in fact an extension of cluster 3. When
we look at the markets that belong to cluster 4
(Nigeria and South Africa), we notice that these are
markets where three players can be enough under
the guidance of the regulator, or if they are
generalists.

39/49
About 80% of the 49 countries in
SSA should have exactly 2 mobile
operators.
In Nigeria where there are four GSM operators,
Etisalat challenging to court the acquisition of
Visafone (the last CDMA operator) by MTN in
January this year is an additional proof that even a
market as big as Nigeria can ill afford to have more
than three generalists.

The recent speculations about a possible
consolidation of the telecoms sector in South Africa
(dropping from four to three operators) are in line
with the finding.

Strategy & Analytics Consulting
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2.4. The relationship between
leadership, market share and
profitability

operations such as MTN Botswana, ORANGE Mali
or ZAIN Jordan; or even ETISALAT’s low
profitability and market share in a market with four
competitors (Nigeria).

It may be interesting to seek all kinds of significant
relationship between market share, market position,
EBITDA Margin and even other interesting variables.
These relationships can take the form of Association
Rules, which consist in the extraction of useful « ifthen » rules from dataset.

To come back to the rules, the specific position of
red bubbled-operations on the EBITDA Margin axis
can help exract the first set of rules (R1). It states
that a leadership position is always linked to
EBITDA Margin above 30%; and it is almost
impossible to a mobile operator to exceed 40%
EBITDA Margin whithout the leading position in the
market (MTN Iran is a very rare exception).

Figure 26 represents a sample of 44 operating units
pertaining to the major players based on three
quantitative variables (market share, EBITDA
Margin, number of competitors in the market), as
well as their market position (green bubble if leader,
red bubble in not leader).

Rule 1.
 If market position = Leader,
then EBITDA Margin > 30% in 100% of the
cases (Lift=128)
 If market position = Not Leader,
then EBITDA Margin < 40% in 94.4% of the
cases (Lift=133)

For instance we can see that MTN Ghana is a
strong leader in a highly competitive market. It is
also worth noting the high EBITDA Margin of
Figure 26:

Determination of the « critical mass-relative market share » in SubSaharan African
markets (2012 vs 2009)

MTN-Botsw ana
ORANGE-Mali
ZAIN-Jordan

MTN-Nigeria

ZAIN-Kow eit

ORANGE-Senegal
VOD-Kenya-Safaricom
ORANGE-Guinea
MTN-Congo
ZAIN-Sudan

MTN-Zambia
MTN-Iran
TIGO-Tchad
ORANGE-G. Bissau
VODACOM-SA
MTN-Rw anda

ZAIN-Bahrain
ETIS/MT-Egypt

TIGO-Tanzania
MTN-SA
AIRTEL-Nigeria

AIRTEL-Niger

ETIS/MT-Morocco
AIRTEL-Gabon

MTN-Cote d'Ivoire

MTN-Cameroon
MTN-Ghana
MTN-Benin
MTN-Uganda

VODACOM-Tanzania
AIRTEL-Congo,DRC

TIGO-Rw anda
ZAIN-Saudi Arabia
VODACOM-MozambETIS/MT-CAR
ETIS/MT-Tanzania

ETIS/MT-Nigeria

AIRTEL-Uganda

MTN-Guinea
ETIS/MT-Côte Ivoire

Source: Annual reports, Strategy & Analytics Consulting analysis
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We have added to this multidimentional chart other
variables such as GDP per capita, ARPU, relative
market share, etc.
Three other sets of association rules are presented
in Box 4 for illustration.
For instance, in almost all the cases (97%) when a
mobile operator exceeds 31.5% market share, we
can expect this company to have more than 30%
EBITDA Margin. And when market share is below
31.5%, EBITDA Margin does not reach the 30%
mark in 2 instances out of 3.

Another point to mention is that in most markets in
Sub-Saharan Africa, prepaid subscribers account
for more than 95% of the total subscriber base;
hence the high volatility of subscribers and the
fluctuation we can expecte on the competitors’
market share.
Nevertheless as markets mature (both in terms of
mobile penetration and in terms of operators’
experience in designing and implementing their
value propositions), we note a dampening in the
fluctuations of market shares.

Those rules highlight the importance of market
share and why some operators have even engaged
into the route of buying market share.
To confirm the above, we can see with R3 that
having relative market share above 0.85 (which
means leader or very strong challenger) leads to
EBITDA Margin almost automatically above 30%.
And being unable to exceed half the leader’s size
(0.46) does not allow a company to reach the
threshold of 30% EBITDA Margin.
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All the above led Strategy & Analytics Consulting
team to the following question: « Is there a
threshold in market share that can protect the
leader in the long run? » Hence the concept of
« Critical mass relative market share », which is
the minimum relative gap between the leader and
its challenger that is virtually impossible to fill.
This means in those rare instances where the
challenger successfully manages to become
leader, it has more to do with the leader’s failure
(new management that inculcated poor corporate
culture or made a successsion of wrong business
decisions), than on the «genius» of the challenger.

Box 4:

Association rules

... then
EBITDA Mgn < 30%

EBITDA Mgn > 30%

Market share < 31.5%

0.67

0.33

Market share > 31.5%

0.03

0.97

R2

If...

 If Relative Market Share > 0.85, then EBITDA Margin > 30% in 100% of the cases
R3

 If 0.46 < Relative Market Share < 0.85, then EBITDA Margin > 30% in 56% of the cases
 If Relative Market Share < 0.46, then EBITDA Margin < 30% in 100% of the cases

 If EBITDA Margin < 28.5%, then Not Leader in 100% of the case
R4

 If 28.5%< EBITDA Margin < 42.5%, and GDPpc < 5,938$, then Leader in 75% of the cases
GDPpc > 5,938$, then Not Leader in 83% of the cases


If EBITDA Margin > 42.5%, then Leader in 100% of the cases

Source: Annual reports, Strategy & Analytics Consulting analysis
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Figure 27:

Determination of the « critical mass-relative market share » in SubSaharian African
markets (2015 vs 2012)

Source: Annual reports, Strategy & Analytics Consulting analysis

To determine the threshold on relative market
share above which it becomes extremely hard for a
challenger to bring down the leader, we took a
sample of 26 markets with the mobile operators’
market share for Q2-2012 and Q2-2015.
A cluster analysis based on the evolution of
different metrics (market share, market position,
relative market share) provided two clusters.
On Figure 27, we can see that Cluster 1 (C1)
contains markets where some of the initial leaders
lost their position, and we note a weak correlation
between performances.
Cluster 2 (C2) has markets where the leader kept
its position. For thoses cases, the correlation is
rather high (R2=0.89).

1.6
The ratio 1.6 tends to be the
« critical mass market share » in
SubSaharan Africa.
Neglecting this concept can lead to major
disappointments in a mega-fusion. This was
possibly illustrated throught the deal between
AIRTEL and ZAIN in 2010: Nigeria, Ghana and
Uganda were typical markets where the leader’s
supremacy was clearly established, and getting to
the top position was crucial for achieving a
substancial level of EBITDA Margin.

The threshold that separates those two clusters is
1.6, which can be considered as the critical massmarket share.

Strategy & Analytics Consulting
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Telecoms groups overview

In this chapter a focus in put on the top 7 telecoms groups operating in Africa and the Middle East:
AIRTEL Africa, ETISALAT/Maroc Telecom, MTN Group, ORANGE AME, TIGO Africa,
VODACOM/VODAFONE, ZAIN Group. The following questions are then addressed.
• What are the key characteristics of these telecoms players?
• What is the state of their market shares by sub-region, both for total and for proportionate
subscriptions?
• What is the comparative footprint of all these telecoms groups?
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3.1. Key comparative indicators
We have selected the seven groups of telecoms
operators that have the biggest impact in the Africa
and Middle East region in terms of footprint and
number of subscribers. These groups are the
South-African MTN, the French group ORANGE,
the Indian group AIRTEL, the Koweitian ZAIN,
MILLICOM (TIGO in Africa) from Luxemburg, the
duo VODACOM/VODAFONE and the group made
by Maroc Telecom, ETISALAT and ex-MOOV.
It is worth noting that only the activities in Africa
and the Middle East have been considered to make
sure the perimeter of comparison is the same for all
the contenders.
Figures 28 and 29 provide a basic comparison of
these telecoms actors regarding classic metrics:
number of operating units, population coverage of
their footprints, etc.
We can observe specifically on Figure 28 the scale
of AIRTEL Africa, MTN Group, ORANGE and the
combination Maroc Telecom, ETISALAT and Moov
in terms of their geographic presence. Each of
these players has at least 15 operating units in
Africa and the Middle East. This goes with a very
large population coverage for their footprint (660
million inhabitants for the countries in which MTN

operates, 550 millions for those of AIRTEL, etc).
As a matter of fact these four major telecoms
groups need a large workforce (about 26,000 for
MTN and close of 22,000 for ORANGE in Africa
and the Middle East). The relatively weak AIRTEL’s
headcount is the combination of several factors that
play at different levels: traditional outsourcing
strategy in order to focus on core business, recent
wave of restructuring in various operating units
leading to a down-sizing (Kenya, Rwanda, Uganda,
Zambia), etc.
It is also worth noting that VODACOM/VODAFONE
have assets in relatively big countries in terms of
population size.
Tigo has the narrowest presence; but we shall see
in Section 4.2. in this report that they focus on the
most attractive markets. And most of these markets
allow TIGO to be profitable (with EBITDA Margin
within the range 20-35%) even though they do not
have the top market position.
Figure 29 focuses on subscribers numbers with
both the total subscriptions and the proportionate
numbers.

Figure 28:

Overview of telecoms groups in Africa (1/2)

Source: Groups annual reports, Strategy & Analytics Consulting analysis
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Figure 29:

Overview of telecoms groups in Africa (2/2)

Source: Groups annual reports, Strategy & Analytics Consulting analysis

With about 233 millions total subscriptions, MTN
Group is clearly the larget player in Africa and the
Middle East; and 99% of its subscriber base
belongs to this region.
AIRTEL has less than 100 millions subscriptions in
Africa (which was initially the target following the
acquisition of ZAIN’s African operations in 2010).
This represents nearly 30% of the total AIRTEL’s
subscriptions through the World.
With the ORANGE’s recent acquisitions in Africa
(Burkina Faso, Congo DRC, Liberia, Sierra Leone),
the French group has mathematically increased its
subscriber base with nearly 10 millions customers;
which leads to a total of 125 subscriptions in the
region.
Figure 29 provides also the proportionate
subscriptions numbers. The positions of the seven
major players stay more or less the same. We can
just notice the switch in the ranking between
ORANGE (96 million proportionate subscriptions)
and ETISALAT/Maroc Telecoms (96 million
proportionate subscriptiosn). This is due to the ratio
proportionate/total subscriptions, which is a kind of
weighted average ownership in the operating units.
So it appears that ORANGE has on average 79%
ownership in its operating units whereas
ETISALAT/Maroc Telecom usually simply want
66%. The top player on this ratio is TIGO with on
average 92% ownership in its operations.

Strategy & Analytics Consulting

Another learning from the chart is about the
average number of subscribers per country. We
can see that some of the major players with a high
ratio rely too much upon the performance of one or
two operating units. We can name MTN (Nigeria
and Iran), VODACOM/VODAFONE (South Africa
and Egypt), or even ETISALAT/Maroc Telecom
(Nigeria, Morocco).
On the other hand, ORANGE, TIGO and ZAIN
have a scattered subscriber base.

Analysing the competitor’s footprint is the next area
to focus on. The first step consists obviously in a
mapping of the geographic presence of the seven
telecoms groups. This can be visualized on Figure
30 which gives an idea on the magnitude of the
presence of these players in Africa and the Middle
East region.
In the next chapter, a comparative analysis of the
players’ regional footprint is conducted. But before
that, we need to see how subscribers figures as
shown above are reflected in terms of market
shares numbers.
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Figure 30:

Footprint of top telecoms groups in Africa and Middle East

Source: Groups annual reports, Strategy & Analytics Consulting analysis
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3.2. Overall market shares in
Africa and Middle East
A classic concern for everyone interested in the
telecoms industry in Africa and the Middle East is
about the market shares of the key players at a
regional level as well as at a smaller level.
Traditionally Total Subscriptions metric is the one
used for comparison because it is easily published
by different sources (mobile operators, regulators,
agencies), and also because it is difficult to grasp
the exact number of individual subscribers due to
the multisimming phenomena.
But sometimes it makes more sense to consider
the number of Proportionate Subscriptions. With

Chapter 3
Groups overview

this approach we avoid double counting as some
rival companies may own shares in the same
operating unit. And also we make sure we capture
the effective ownership of each telecom group.

69%
The Top 6 telecoms groups have
68.9% of total mobile subscriptions
in SubSaharian Africa, and 50.7% in
Middle East and North Africa.
So if we consider the usual Total Subscriptions
metric, we can see on Figure 31 that with about
17% share of the total subscriptions in Africa and

Figure 31:

Figure 32:

Market shares based on total subscriptions

Split of market shares by region (total)

Figure 33:

Split of market shares by sub-region (total subscriptions)

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis
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Middle East, MTN Group is clearly the leader in
this region. This performance is in line with the
findings of Figure 28 where it appeared that MTN
Group has the largest population coverage (660
million inhabitants in the 21 countries where the
company has direct assets). ETISALAT/Maroc
Telecom (11%), VODACOM (10%) and ORANGE
(9%) follow, while TIGO captures only 2% of the
markets.
We can also notice that about 60% of the whole
market is captured by all the top groups together.
The remaining 40% is controled by different
categories of players: smaller groups
(GLOBACOM, VIETTEL, TELECEL, etc),
incumbents and niche players.
A first split shows that MTN’s main strength is in
Sub-Saharan Africa where the South African group
has 22.1% market share, followed by VODACOM
(13.0%) and AIRTEL (12.8%). Maroc
Telecom/ETISALAT is the leader in Middle East
and North Africa with nearly 15% of total
subscriptions.

Chapter 3
Groups overview

Africa ( 34%), once again MTN and Maroc
Telecom/ETISALAT in West Africa (47%).
AIRTEL and ORANGE lead the markets in Central
Africa (54%), AIRTEL and VODACOM in East
Africa (38%), and finally MTN and VODACOM in
the Southern Africa region (47%). This control
propensity is in line with the conclusions made by
many consultants that in most markets only the top
two players are really profitable.
The other approach, which considers the
Proportionate Subscriptions (in order to grasp the
effective ownership of the companies) shows that
our top seven telecoms groups own cumulatively
about 44% of Africa and the Middle East (Figure
34). This is significantly lower than the results of
the Total Subscriptions approach (60%), and
shows that companies have on average about 73%
ownership of their operating units, ranging from
66% for ETISALAT/Maroc Telecom to 92% for
TIGO.

If we dig further by splitting the whole region into 6
categories, we can see in Figure 33 that the top 2
players generally have a scale that allows them to
control the market. That is the case with MTN and
Maroc Telecom/ETISALAT with 30% cumulative
market share in Middle East, Maroc
Telecom/ETISALATand ORANGE in Northern

Figure 34:

Figure 35:

Market Shares based on proportionate
subscriptions

Split of market shares by region (proportionate
subscriptions)

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis
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In this chapter we provide answers to the following questions.
• Which telecoms groups seem to have the closest footprint? And in which countries are they in
direct competition?
• Which player has the best footprint in terms of macro-environment enablement and industry
attractiveness?
• What is the leadership positioning of each of the leading telecoms group? And what are the
learnings from the face-to-face battles?
• What is the “critical mass-market share” that can ensure a consistent margin of manoeuvre to the
leader in Sub-Saharan African markets? And what is the “critical mass-market share” that can
ensure a consistent margin of manoeuvre to the leader in Sub-Saharan African markets?
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4.1. Footprint comparative
analysis
The purpose of a footprint comparative analysis is
mainly to extract insights following two concerns.
The first one is « Where are the leading groups
competiting together »? And more broadly if we
move further in the analysis, « How close are the
different footprints? »
The first step consists obviously in a mapping of
the geographic presence of the seven telecoms
groups. This has been done via Figure 30 in the
previous chapter.
In order to move to the comparative step of the
footprint analysis, we can take a look at Figure 36.

ORANGE and Maroc Telecom/Etisalat are those
that compete together the most (7 markets), while
ZAIN is never in competition with AIRTEL,TIGO or
VODACOM.

7
The group ETISALAT/Maroc
Telecom is in competition with
ORANGE in 7 markets in Africa and
in the Middle East.

A network graph provides more insight by showing
the number of markets where two telecoms groups
are in direct competition. For instance we can
notice on Figure 36 that AIRTEL and MTN are in
direct competition in 6 markets, while ORANGE
and TIGO compete directly in 1 country only.
Figure 36:

Network graph of the major telecoms groups simultaneous presence in Africa and the
Middle East

Source: Strategy & Analytics Consulting analysis
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Table 1:

Dual competition ratios between telecoms groups in Africa and Middle East
AIRTEL

ETI/MRT/
MOOV
24%

MTN
29%
24%

ORANGE
14%
32%
27%

AIRTEL
ETI/MRT/MOOV
MTN
ORANGE
TIGO

27%
40%
20%
27%

29%
41%
6%

29%
10%

5%

VODACOM/V’FONE
ZAIN

27%
0%

12%
18%

10%
10%

9%
14%

TIGO
80%
20%
40%
20%
40%
0%

VODACOM/
V'FONE
50%
25%
25%
25%
25%

ZAIN
0%
33%
22%
33%
0%
0%

0%

Source: Strategy & Analytics Consulting analysis

Table 1 gives a relative and more insightful
perspective to the dual comparisons by considering
the proportion of rivalry for each telecoms group.

The ORANGE’s position is not quite far from MTN,
but it still appears the influence of its focus on
Western and Central Africa.

We can notice for instance that in 80% of its
markets, TIGO is in competition with AIRTEL; but
this equates to only 27% of the countries where
AIRTEL is present. Another example is ORANGE
which has to face MTN in 29% of the markets
where the South-African group operates.

The position of the consortium Maroc TelecomEtisalat shows clearly the influence of their
historical presence: Northern Africa and Western
Africa (for ex-Moov).

Although this second level analysis provides some
clues about the proximity between the different
players, it remains a dual view which does not give
a total and full picture of the situation.
That is where Figure 37 comes in with a proximity
analysis between each group and all the telecoms
actors, as well as the sub-regions where each
group has its strongest presence.
What emerges directly is the central position of
MTN Group, which means the South-African group
is the one with the best balanced footprint when it
comes to geographic presence. MTN is the only
player that has at leat two operating units in each of
the following subregions: Western Africa, Central
Africa, Eastern Africa, Southern Africa and Middle
East. What is lacking is just a presence in Northern
Africa, hence their will to purchase French media
firm Vicendi’s stake in Maroc Telecom a couple of
years ago.

Strategy & Analytics Consulting

Tigo tries to cover the Western, Central and
Eastern Africa corridor, but with a limited number
of operating units (althought carefully selected),
which reduces its impact upon the continent
compared to the other players.
With its larger number of operating units, AIRTEL
realizes a better coverage of that horizontal African
corridor.
ZAIN used to have a median presence similar to
the MTN one; but after the sale of its SubSaharan
African operations to AIRTEL in 2010, the
Koweitian group decided to focus on the Middle
East and North Africa.
Obviously one might argue that what is lacking in
this analysis is the quality of the footprint. A
rational decision would consist in targeting the best
countries in terms of macroenvironmental factors
and industry attractiveness. This point is covered in
the next section.
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Figure 37:

Proximity and similarities analysis of telecoms groups footprint

Source: Strategy & Analytics Consulting analysis
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4.2. Footprint assessment
analysis
Many factors are considered by big players when
they decide to cover a region. Before applying a
multicriteria approach, two indicators are
automatically considered in all the analyses: the
wealth of each country (for instance total GDP), the
market’s size.
Boxes 5 and 6 provide a view of the leading
telecoms operators’ presence in the top 5 countries
in Sub-Saharan Africa. For each criteria we apply
an additive model by allowing 5 points for a
presence in the biggest country, 4 points in the
second country, and so on.

We can see that when we consider the footprint of
the leading players in the top 5 countries by wealth,
MTN has the best footprint with presence in the
two largest economies of the continent (Nigeria
and South Africa), followed immediately by
AIRTEL. We can also note that ORANGE and
TIGO have no presence in the top 5 countries in
Sub-Saharan Africa.
When we consider the countries’ ranking by the
size of the market, AIRTEL has the best footprint,
thanks to its presence in 4 out of these 5 countries
(Nigeria, Congo-DRC, Tanzania, Kenya); and is
followed by VODACOM/VODAFONE that are also
present in four countries, but are absent from
Nigeria (the place to be).

Box 5:
Presence of top telecoms group within the top 5 Sub-Saharan African countries by Wealth (total GDP,
PPP)

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

Box 6:
Presence of top telecoms group within the top 5 Sub-Saharan African countries by Market Size

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis
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Figure 38:
Presence assessment of top 6 telecoms groups in top Sub-Saharan African countries

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

The general conclusion that emerges from Box 5
and 6 is that market size seems to outrank country
wealth in the big players’ choice for their footprint.
When we consider the market size criteria, we note
a cumulative presence of 14 operating units out of
30 in the top 5 countries.
This is twice the cumulative presence based on the
wealth criteria. And even the market-opening in
Ethiopia would not change the finding.
Figure 38 provides a clue on the privileged criteria
for each telecoms groups, as well as a visualization
of those that realize a good combination of both
criteria. From this graph MTN, AIRTEL and
VODACOM/VODAFONE seem to have the best
footprint.
Nevertheless it is clear that operators generally use
a multicriteria approach when selecting a country.
The analysis conducted by Strategy and Analytics
Consulting consists in building a mapping based

Strategy & Analytics Consulting

on macro-environment enablement and industry
attractiveness. For that, the model present on
Section 1.3 (page 21) has been applied to all the
leading telecoms players. We must remember that
the Macroenvironment Enablement includes
factors such as GDP level and growth over the
next 2 or 3 years, population size, country risk. On
the other hand, the Industry Attractiveness involves
metrics such as market size, mobile or internet
penetration, ARPU, the number of competitors, etc.
The MTN Group’s portfolio is provided as an
example on Figure 39. The charts for the other
telecoms groups are presented in the Appendix.
We can see that the 21 operating units belonging
to MTN in Africa and the Middle East (Cyprus is
then obviously excluded) are almost equally split
across three quadrants. Rwanda, Zambia and
Uganda seem to realize the best combination as
these countries offer a high macroenvironment
enablement for business but also a high telecoms
industry attractiveness.
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Figure 39:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of MTN Group

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

South Africa and Botswana offer a good
macroenvironment field, but the markets have low
growth potentials compared to other countries.
In the other hand, the telecom industry in Afghanistan,
Syria, Yemen and South Sudan still has a high growth
potential; but the political situation in these countries
requests no comment.
The results of this analysis will serve in the next
chapter to build the strategic growth-share matrix for
each of the players.

Now what needs to be watched carefully in this chart
is the median and the average positions of each
group. We can notice that MTN’s position is just a
little bit above the threshold of high
macroenvironment enablement and high industry
attractiveness.
As said previously, one can take a look at each
telecoms group’s chart on the Appendix. What is
important at this level is the content of Figure 40
through the comparative synopsis of all our leading
telecoms groups. We have splotted their weighted
average position on the chart.

Strategy & Analytics Consulting

The good news is that all those players have their
average position within the best quadrant (high
macroenvironment enablement and high industry
attractiveness). Something else would have been
sad and amazing for companies with such level of
experience and performance.
Nevertheless the insight here is on the bearing or
driving factor which is not the same for all. For
instance players such as AIRTEL, MTN, ORANGE
are fundamentaly more present in markets where
the telecoms industry offers a very interesting
return potential or growth. These players can be
seen as « risk takers », a good illustration being
MTN’s presence in Syria, in Afghanistan or even in
Iran when we consider the geopolitical situation of
this country a couple of years ago..
On the other hand, ZAIN and TIGO give a
relatively bigger importance to the
macroenvironment conditions in order to make
sure they can secure their return. The recent deal
between TIGO and ORANGE regarding Congo
DRC is a confirmation of TIGO’s priority between
macroenvironment enablement and industry
attractiveness.
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Figure 40:

Positioning on the « Industry attractiveness » - « Macroenvironment enablement » matrix for
top telecoms group in Africa and Middle East

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis
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4.3. Leadership comparative
analysis
In the previous pages of this report, it has been
noted that a strong market position (#1 or #2) almost
always allows a mobile operator to generate strong
EBITDA Margin. So the purpose of this section is to
analyse the market position of the top seven leading
telecoms groups in Africa and the Middle East. This
involves determining the proportion or markets
where each group has a strong position, and
comparing the position of these groups in countries
where they are in direct competition.
From Figure 41 we can see the proportion of
markets where each player is leader, as well as
those where the position is either number one or
number two.
It is interesting to note that VODACOM/VODAFONE
are leader in 75% of the markets where they
operates in Africa & the Middle East, followed by
MTN Group (2 out of 3 markets) and ZAIN (55.6%).
Curiously TIGO is leader in only 1 out of 5 markets.
It is also worth noting the ETISALAT/Maroc
Telecom’s proportion (23.5%), which is low due to
the fact that most of the subsidiaries (ex-MOOV)
acquirred by Maroc Telecoms did not occupy a
strong position in their markets.

Chapter 4
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We can also see on Figure 41 that all the telecoms
groups are either leader or challenger in most of
their respective markets, which is crucial for
generating substantial margins.

This strong market position seems to be a nobrainer for VODACOM/V’FONE, MTN Group and
ORANGE.
From the above, we can deduct that in most
markets in the region, the other operators struggle
to make profits. Those operators involve local
private GSM companies, smaller groups (AZUR,
COMIUM, etc) and some of the incumbent
operators. This makes them potential candidates
for consolidation initiatives like the one we can see
in Cote d’Ivoire between Green, Koz and Café
Mobile.

75% / 90%
VODACOM/V’FONE are market
leader in 75% of the countries
where they operate in AME. MTN
and ORANGE are #1 or #2 in more
than 90% of their markets.

Figure 41:

Proportion of markets where the company is leader or number 2

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis
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Figure 42:

Telecoms groups comparative leadership positions

Source: Groups annual reports, Strategy & Analytics Consulting analysis

Nevertheless we need to be careful. This analysis
is based only upon countries where the top seven
telecoms groups are present. And in the Middle
East, some local operators are quite powerful (STC
in Saudi Arabia, du in the UAE, MCI in Iran, etc).

We can see for instance that in the seven markets
where ORANGE and ETISALAT/Maroc Telecom
are in competition, the French group is leader in
two, its rival is leader in three, and another
operator has the top position in two of these
markets.

3/7

Also, MTN is leader in all the four markets where
the rivalry is with AIRTEL.

ETISALAT/Maroc Telecom are
leader in 3 out of the 7 markets
where they compete with ORANGE.
Another aspect of the leadership analysis concerns
the face-to-faces battles between the leading
telecoms groups. This point is addressed on Figure
42 where we have selected the eight instances
where two of the groups are in competition in at
least four markets.

Strategy & Analytics Consulting

Another point of analysis (not addressed in this
report) should include the kind of countries where
these leading players are in competition in order to
compare the positions in key or strategic markets
like Nigeria, South Africa, Ghana, Kenya, etc.
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The “growth-share” generic model has been adapted and enhanced to address a couple of
questions regarding the portfolio and the strategic direction of the different telecoms groups.
• How can the analysis of the players’ portfolio help understand their strategic direction and
choices?
• How is the portfolio structure of each key player linked and can help understand their current
ability to generate margins?
• Are these telecoms groups equipped to grow their business in a profitable and sustainable way
and to meet the coming challenges in the telecoms-media-technology sphere?
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5.1. Portfolio balance assessment
run, the market leader obtained a self-reinforcing
cost advantage through scale and experience that
competitors found difficult to replicate. See the
general idea behind this generaic model on Box 7.

Analyzing the structure of a group’s portfolio via its
different strategic business units (operating units
here) is key for estimating the sustainability of its
development. This is usually done via various
portfolio matrices.

To overcome some of the limitations of the
traditional BCG matrix, we have made a couple of
changes.

The matrix helps companies decide which markets
and business units to invest in on the basis of two
factors (company competitiveness and market
attractiveness), with the underlying drivers for
these factors being relative market share and
growth rate, respectively. The logic was that market
leadership, expressed through high relative share,
resulted in sustainably superior returns. In the long

So in our model, Industry Attractiveness is not only
based on market growth. Instead, we have
included other factors such as competition
intensity, market maturity and a flavor of macro
environment enablement (GDP growth over the
next 3 years, county risk, etc).

Box 7:

The general idea behind the growth-share matrix/chart
The BCG Growth-Share Matrix is a portfolio planning
model developed by the Boston Consulting Group in the
early 1970's. It is based on the observation that a
company's business units can be classified into four
categories based on combinations of market growth
and market share relative to the largest competitor,
hence the name "growth-share". Market growth serves
as a proxy for industry attractiveness, and relative
market share serves as a proxy for competitive
advantage. The growth-share matrix thus maps the
business unit positions within these two important
determinants of profitability.
This framework assumes that an increase in relative
market share will result in an increase in the generation
of cash. A second assumption is that a growing market
requires investment in assets to increase capacity and
therefore results in the consumption of cash. Thus the
position of a business on the growth-share matrix
provides an indication of its cash generation and its
cash consumption.

The result is a large net cash consumption. A Dilemma
has the potential to gain market share and become a
star, and eventually a cash cow when the market
growth slows.
Stars - They generate large amounts of cash because
of their strong relative market share, but also consume
large amounts of cash because of their high growth
rate; therefore the cash in each direction approximately
nets out. The portfolio of a diversified company always
should have stars that will become the next cash cows
and ensure future cash generation.
Cash cows - As leaders in a mature market, cash cows
exhibit a return on assets that is greater than the market
growth rate, and thus generate more cash than they
consume. Cash cows provide the cash required to turn
question marks into market leaders, to cover the
administrative costs of the company, to fund research
and development, to service the corporate debt, and to
pay dividends to shareholders.
The 4 quadrants of the growth-share diagram

The four categories are:
Dogs - They have low market share and a low growth
rate and thus neither generate nor consume a large
amount of cash. However, dogs are cash traps because
of the money tied up in a business that has little
potential. Such businesses are candidates for
divestiture.
Question marks (aka Dilemmas)- They are growing
rapidly and thus consume large amounts of cash, but
because they have low market shares they do not
generate much cash.
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We have also included two synthetic metrics: the
barycenter which gives the weighted average
position of the portfolio of operating units, and the
Portfolio Balance Score (PBS) which makes it
possible to compare the company’s portfolio
distribution with the ideal one (100% being that
ideal).
The framework has been applied for each of the 7
leading telecoms groups. Figure 43 provides the
portfolio matrix for AIRTEL Africa.

Figure 43:

AIRTEL Africa portfolio matrix

As a consequence of the above, AIRTEL Africa’s
Portfolio Balance Score (PBS) stands at 57.4%,
which is relatively low compared to other players
such as MTN, Orange or Zain.

Concerning the South African group, we can see
on Figure 44 that MTN has a very high PBS
(69.8%) compared to that of Airtel. The distribution
of operating units appears harmonious. There is a
considerable number of Stars that ensure the
strong position of MTN in the whole of Africa and
the Middle East region (Nigeria, Ghana,
Cameroon, Uganda). We can also notice the
Dilemmas that will ensure the future development
of the company (Iran, Zambia, Sudan).
But we have to mention the absence of new
Dilemmas, as well as the number of Dogs that
seems a bit high.
Figure 44:

MTN Group portfolio matrix

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

In this chart, operating units with the same color
belong to the same cluster following the
management re-organization communicated earlier
on in February 2016 with 8 clusters: NigeriaGhana, DRC-Congo Brazzaville, GabonMadagascar, Uganda-Seychelles, TanzaniaRwanda, Zambia-Malawi, Chad-Niger, Kenya.

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

This chart clearly shows that AIRTEL has many
Dilemmas with high growth potential (Nigeria,
Congo DRC, Ghana, etc), as well as some
interesting Stars (Madagascar, Niger, etc).

The overall good structure of MTN Group’s
portfolio is dragged up by the WECA region’s
operating units (in green), whereas that of MENA
is lagging.

But the lack of significant Cash Cows leads to an
insufficient level of cash that could ensure the
development of the other parts of the business,
orreduce the debt contracted during the Zain
acquisition.

Also worth noting is the key position of MTN
Nigeria, which is a Star driving the company’s
overall performance and also capable supporting
the other operating units for their development,
exactly like a Cash Cow. This naturally can create
a kind of vulnerability for the group.

So most of AIRTEL’s operating units need a lot of
cash in order to grow faster than the market and
improve their market position, and this cash need is
important in markets such as Nigeria, Kenya,
Uganda.
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ORANGE’s portfolio positioning that is presented
on Figure 45 includes the subsidiaries aquirred
recently (Burkina Faso, Congo-DRC, Sierra
Leone). The quadrant they belong to (Dilemma)
shows that ORANGE’s strategy has a clear focus
in improving its presence in markets with high
potential and in operating units that have the
potential to grow faster then the market, an then to
become leader in their field.

shows the future focus of the French group, but
also the huge amount of funds needed to ensure its
development in the region.
All thie above explains why ORANGE’s PBS
stands only at 64.3%, which is better than AIRTEL
but lower than MTN. The ongoing reshuffle of the
portfolio (new acquisitions, but also exits) is
certaintly meant to continue.
TIGO’s portfolio provides quite different learnings.

Regional synergies in West and Central Africa are
also factors the French group intends to rely on;
hence the obvious hubs around Senegal (via
Sonatel) with Mali, Guinea, Guinea Bissau and
Sierra Leone; but also around Cote d’Ivoire (with
Liberia), and in the future the possible hub
expected in Central Africa.

Figure 46:

TIGO Africa portfolio matrix

Figure 45:

ORANGE AME portfolio matrix

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

The business development strategy adopted by
TIGO in Africa is quite different from ORANGE, this
including the recent sale of the Congo-DRC
subsidiary to its French rival. TIGO tends to focus
on a small number of operating units with good
financial performance.

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

We can notice that after years of tough battle for
leadership vs MTN, ORANGE Cote d’Ivoire has
finally managed to join Senegal and Mali and
recently Guinea to form a consistent group of Stars
that ensure the current development of the group in
Africa.
Nevertheless two weaknesses can be identified in
this portfolio. First of all, the lack of real Cash Cow
that could ensure the development of the bulk of
Dilemmas, or ensure the financing of innovation.
Also we observe a lot of Dogs in markets that are
not quite attractive.
It is also worth noting that all the recent
acquisitions by the group in Africa (Burkina Faso,
Congo-DRC, Liberia, Sierra Leone) are within the
growth potential quadrant (DILEMMAS). This
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The problem that appears from Figure 46 is that
TIGO’s presence is mainly in markets where there
is already a strong leader (MTN in Ghana or in
Rwanda, ORANGE in Senegal). So it seems
difficult for TIGO to achieve the same level of
financial performance (in terms of profitability) as
its peers. Most of TIGO’s operating units are
clearly in need of funds to ensure their
development is those markets where competition
intensity is clearly high.
The level of PBS (49.7%) is just of confirmation of
the limitations and the lack of balance that exist in
the structure of the TIGO’s portfolio of operating
units.
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Figure 48 shows the positioning of VODACOM’s
operating units in red, and the VODAFONE’s ones
in pink color.

The group constituted by ETISALAT and Maroc
Telecoms has a portfolio structure that is not yet
optimal in the whole region (Africa and the Middle
East) despite pockets of outstanding performance.
PBS stands at 64.4%, which is clearly above
AIRTEL (57.4%), but still below MTN (69.8%) and
ZAIN (67.2%) that are their main contenders in
Africa and the Middle East.

What emerges easily is the fact that most of their
companies are leaders in their markets. This
creates the potential for huge profits. The problem
is that in most of these markets, competition is
intense with at least four operators that are usually
generalists. That is why when we exclude the
Kenyan operating unit (Safaricom), in all the other
markets, EBITDA Margin is below 40%. And when
we focus on the International portfolio of
VODACOM (excluding Tanzania), average EBITDA
Margin is below 30%.

Figure 47:

ETISALAT/Maroc Telecoms/Moov portfolio
matrix

So a key learning from this matrix concerns the
strong dependence of the group upon Safaricom
with regards to profitability. In addition, we can see
that VODACOM/V’FONE’s leadership flexibility or
leeway is relativement weak, with strong threat
resulting from MTN in South Africa or ORANGE
and AIRTEL in Congo-DRC.
Figure 48:

Vodacom/Vodafone AME portfolio matrix
Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

Figure 47 highlights many high potential operating
units in terms of quantitative and qualitative factors
(Dilemmas). But they are seriously handicapped by
the lack of Cash Cows to ensure their
development. These companies need huge
amounts of funds to become leaders in their
markets and improve their profitability. And that is
not an easy task because these operators are
lagging far behind the leader in the said markets. In
fact, this is a typical illustration of the fact in most
African markets the number 3 and number 4 or 5
struggle to be profitable.
With the entry of ORANGE, the case of Burkina
Faso requires a specific remark. This operating unit
is a Star for ETISALAT/Maroc Telecom; so we can
expect a severe battle for leadership in this market.
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Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

ZAIN’s portfolio as it appears on Figure 49 has
typically the distribution of a mature company. The
average position indicates that the group operates
mainly is mature or saturated markets where
mobile penetration widely exceeds 150% (an even
200% in Kuwait and Saudi Arabia.
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Figure 49:

ZAIN AME portfolio matrix

Figure 50 summarizes the average position
(barycenter) of each of the seven leading telecoms
groups in a comparative perspective.
We can see that for all of them the average position
is within the upper part of the matrix, which means
markets that are relatively attractive, either in terms
of the macro-economic enablement (TIGO,
VODACOM/V’FONE) or in terms of the telecoms
industry attractiveness (AIRTEL, ORANGE) as
highlighted on Figure 40 on page 51.
We can also note the leadership in most of their
markets for MTN Group and VODACOM/V’FONE.

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

Nevertheless we need to bear in mind that ZAIN is
a profitable company with EBITDA Margin above
40% in most of its operating units. This
performance is the result of the high ARPU in these
markets, combined with the strong position
reached by ZAIN in most of its markets.

And finally, it has to be noted that most of the
operating units pertaining to AIRTEL, ORANGE,
ETISALAT/Maroc Telecom and TIGO need cash
for their development.
A comparative assessment based on the Portfolio
Balance Score (PBS) results will be enhanced in
the next section with the profitability analysis.

Figure 50:

Main telecoms groups comparative positioning on the portfolio matrix

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis
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5.2. The case of profitability
Apriori, seeking such comparison or relationship
might sound irrelevant because EBITDA Margin
measures profitability for a given set of initiatives
and behaviours that occured during the past, while
PBS assesses the balance of the portfolio in order
to meet current and also long term challenges. But
we need to bear in mind that EBITDA margin is
also an indication of the expansion plan of a
company.

At the end of the day and on an operational point of
view, EBITDA Margin remains one of the most
important criteria to judge the strategy, culture and
structure put in place by a telecoms operator.
To counteract the rising pressure of margins
observed since the early 2010s, mobile network
operators have embarked in various strategies
such as reducing workforce, selling or leasing
towers, sealing partnerships or implementing other
outsourcing measures.

Figure 51 shows a strong correlation between both
metrics, with R²=0.82.

In the case of a telecoms group, it might be
interesting to check whether a correlation could
exist between the structure (and harmony) and the
portfolio of operating units and EBITDA Margin.
That is the purpose of Figure 51.

All the seven top players are more or less close to
the trendline; but their are reasons for the very light
gap that appears for the top 5 performers, both for
those that are below the trendline (MTN, ORANGE
and VODACOM/V’FONE) and for the two that are
above (ZAIN and ETISALAT/Maroc Telecom.

Box 8:

Criticality of EBITDA for telecoms operators
But EBITDA has also some limitations.
EBITDA, which stands for "Earnings Before Interest,
Taxes, Depreciation, and Amortization, is a way of
evaluating a company's profitability which excludes items
that make comparisons across companies difficult and
which are viewed as not central to the company's core
operations.
Why is EBITDA the core metric in assessing the
telecom company operational performance?
 For companies with big upfront investments and long
gestation periods, EBITDA can be a more appropriate
measure of the business's underlying profit potential
since it excludes the cost of these investments.


EBITDA is also a measure of whether the expansion
plans of a company are working and whether the
management is running it in the right way. If the
EBITDA calculation reveals that the EBITDA figures
are high, then it indicates the operational efficiency of
a company.



By calculating EBITDA margins, we can predict the
future profits earned by a company.



Finally, EBITDA is the root of several key ratios that
are critical in evaluating a company's pulse including
Interest Coverage ratio (EBITDA/Interest), Net
Debt/EBITDA or Enterprise Value/EBITDA (for M&A
initiatives) to name a few.



Criticisms of using EBITDA as a measure of
profitability generally refer to the fact that
depreciation, interest, taxes, etc. are no less "real"
than other expenses and it's therefore misguided to
exclude them.



EBITDA is not defined according to Generally
Accepted Accounting Principles (GAAP). As such, a
company is free to calculate its EBITDA however it
wishes to, and many companies change the
components of their EBITDA calculations from one
reporting period to the next. Practically speaking,
EBITDA margins are not the net profit of a company
and, according to some financial analysts, these
numbers can be misleading.
Two approaches for determining EBITDA

Source: Jean-Jacques Essome Bell: Business Performance Management in Telecoms, 2011
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Figure 51:

Main telecoms groups PBS and EBITDA Margin

Source: Groups annual reports, GSMA, Strategy & Analytics Consulting analysis

ORANGE’s EBITDA Margin does not include the
effect of the acquisitions made recently (deal with
two Airtel’s subsidiaries, acquisition of Tigo CongoDRC, etc).
The consortium ETISALAT/Maroc Telecom/Moov
still has to really share and live a common vision;
hence the huge discrepancy between ETISALAT’
EBITDA Margin which used to be close to 50% and
that of African’ operations which is generally lower
than 40%.
MTN Group’s PBS is more in line with previous
years’ EBITDA Margin (around 43%). So the one
that appears on Figure 48 (FY 2015) includes the
effect of a provision for the fine that hit the Nigerian
operating unit (in addition to classic factors such
tougher competition).
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Finally, the Portfolio Balance Score can be
considered as a good indicator of the ability of a
telecoms group to generate profit within a short
period, but also in the long run according to its
expansion plan. And thus the company can take
better strategic decisions (in terms of mergers &
acquisitions, exits or entries), or even make
adjustments in terms of the allocation of funds in its
operating units.

ETISALAT, MTN, ORANGE,
VODACOM and ZAIN are the
leading players with both the highest
group EBITDA Margin and the best
Portfolio Balance Score.
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As pressure on margins intensifies because of the accelerated decline in ARPU and the necessary
investments on 3G/4G infrastructures to boost and support data usage, telecoms operators in Africa
and the Middle East need to build scale to survive. So we can expect M&A initiatives to go ahead in
2016/17 because of the « Invest more, earn less » trap as illustrated on Figure 52.
Figure 52:

Comparative trend of ARPU, EBITDA and CAPEX

Source: Strategy & Analytics Consulting analysis

The challenge will consist in choosing the right formula: mega-fusions vs selected acquisitions,
cross-border vs in-country consolidations, integrations vs diversifications, strategic partnerships vs
other synergies, etc. All this requirres a clear group portfolio strategy.
But also, as said earlier in this report, mobile industries in Africa and the Middle East are set to hit
the 4th-curve of revenue (IP messaging, cloud, mHealth, telematics, advertising, payments,
commerce, etc), which is quite different from the previous ones (lower margins, shorter innovation
cycle, etc). The growth of revenue in that new curve will be crucial; a weak fourth curve will be fatal
as the fall in the overall net revenue and investor pressure will force operators to consolidate or
learn to live with lower margins or go out of business.

So apart from the M&A initiatives, successful mobile operators are finally those that will be able to
really understand what customers value, to overhaul their siloed organizational structures for more
flexibility and agility, to turn digital strategy into business reality and to drive more value from a
heterogeneous network landscape, And alongside the economic rationale, regulatory issues will
play a major role
Finally it is worth noting that the mobile market is like a jungle where the below quote from Darwin
takes on a whole new significance.
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Figure 53:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of AIRTEL Africa

Figure 54:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of MTN Group
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Figure 55:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of MAROC
TELECOM/ETISALAT Group

Figure 56:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of ORANGE AME
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Figure 57:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of TIGO Africa

Figure 58:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of
VODACOM/VODAFONE Africa
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Figure 59:

Matrix « Industry attractiveness » - « Macroenvironment enablement » of ZAIN AME
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International management consulting firm designed to support Telecoms operators,
Financial institutions and FMCG companies on Strategy and Analytics.

We are structured around 4 majors practices to address all of our clients’ needs with regards to
business performance.

Business monitoring & insights

Business & Customer Analytics
P21. Customer analytics
P22. Sales & Distribution analytics
P23. Other specific analytics
P24. Web applications

P11. Market research
P12. Sector analysis
P13. Consumer profile database
P14. Economic & Business pulse

Strategy & Business Optimization

Training & Education

P31. Business performance optimization
P32. Business planning & strategy
P33. Marketing value proposition
P34. Customer experience management
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P41.Training
P42. Seminars & teambuilding
P43. Academics & research papers
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OUR LATEST
BOOK
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3

4

Analytical Strategy Framework
How can telecoms operators build an
efficient strategy in African markets?

A scientific model combined with a chessboard to determine the optimal strategy direction and the
strategic options to implement in the telecoms industry.
Bonus: Review of major strategic management tools and framework of strategy style assessment.

THE PROPRIETARY SOLUTIONS DEVELOPED BY SAC
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OUR LATEST
SOFTWARE

TRMea

2

4

3

®

Telecoms Revenue Manager - easy analytics
TRMea is a full analytics package that contains 4 modules to
address all the mobile operator’s revenue-related needs.
1.
2.
3.
4.

TRMea
TRMea
TRMea
TRMea

SOURCE
DATA

Visualizor ® (Interactive dashboard)
Assessor ® (Revenue Meeting tool)
Analyzor ® (Do-It-Yourself BI/Analytics)
Predictor ® (Revenue modelling tool)

DATA
CLEANSING

TRMea MODULES
TRMea Visualizor ®

Business
performance
weekly or
monthly
database

TRMea Assessor ®

TRMea Predictor ®

OPERATIONAL

The TRMea is designed for addressing
all your needs for a better management
of your revenue.

Revenue issue detection
Critical factors analysis

Pricing-Usage-Revenue analysis
Products penetration simulation
Multi-factor revenue simulation

TRMea can be used by anyone in a
Marketing department: by the CMO and
the segments managers as a dashboard
or for high-level analyses; and by the BI
team for more advanced analyses.

VALUE FOR MONEY

EASY-TO-USE

TRMea is offered with all the
features (4-in-1) and at a
launching price, which makes it
better deal compared to what other
suppliers can offer (separate
features at a high price).

All the features of the TRMea
can be used after un very
short training period (less
than 4 hours). Implementation
done in 3 to 5 days.

EXCLUSIVITY
TRMea could help you make the
difference vs the competition. That
is why the tool is available to one (1)
operator only per market/country.
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2

MULTI-USERS

TRMea has been built for
telecoms operators as well as
tested and proven in different
markets in Sub-Saharan Africa.

3

Analytical dashboard
Revenue streams visualization

Correlations & associations disc.
TRMea Analyzor ®

1

ACTIVITIES & OUTCOMES

4

5
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Our approaches, focus and solutions

1.CISEI model. We are fully results-oriented thanks to our CISEI model. For each client, and
whatever its needs, we identify the Challenges, produce Insights, provide Solutions, support in
the Execution and measure the Impact.
2.AI2A. Advanced Integrated Approach for Analytics. Our predictions and forecasts are based
upon a combination of sophisticated models, current experts and futurists insights.
3.Growth. We are firm believers that in each sector, growth is possible, growth is necessary and
growth is risky. But growth needs to be profitable to make sense.
4.Solutions. Our bank of proprietary and proven solutions helps telecoms companies, financial
institutions and FMCG companies deliver superior performance. And these solutions are
continuously enriched with knowledge on emerging technologies and business models.
5.Knowledge transfer. We help build capabilities so that our client could develop its own
solutions going forward.
6.African context. Our experience of African markets enables us adapt our solutions to the local
context with the support from the insights of peer markets.

STRATEGY & ANALYTICS CONSULTING HEAD OFFICE
Boulevard de la Liberté (close to Standard Bank – 2nd floor)
PO Box 4515 Douala-Cameroon
Phone: (237) 677 55 15 14 / 694 78 28 84
Fax:
(237) 243 71 43 43
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Email:contact@strategyanalytics.consulting
Website: www.strategyanalytics.consulting
LinkedIn: Strategy & Analytics Consulting
Twitter: StrategyAnalytics@StrategyAC
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