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Mobile tariffs in India are among the lowest in the world. Intense competition in the
industry continues to put downward pressure on tariff levels, and the declining trend is
accelerated by customers’ price sensitivity and subscriber growth from the bottom of
the socio-economic pyramid. The price war among operators has intensified recently,
and some of the price plans offered are of questionable financial viability. This report
discusses operators’ current pricing strategies for low-ARPU customers, and ways that
pressure to engage in a price war can be mitigated.
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Executive summary

In a nutshell

Key messages

Intense competition putting massive pressure on tariff levels

While some price plans are unviable, a few are apt for low-ARPU customers
Aggressive pricing is ultimately a zero sum game

However, financial loss can be permanent

Larger incumbents are better positioned to survive the price war
Ovum view

Differentiation and value-based pricing can slow tariff decline
Dynamic pricing as one key solution

Ad-subsidised or funded pricing is another option

Rural customers can be served profitably through sponsored plans
Collect calls: Indian adaptation of a developed world pricing model
Industry dynamics and its impact on pricing

Liberalisation paved the way for tariff decline

A crowded market fostering fierce competition

Price sensitivity and a lack of customer lock-in

Subscriber growth from the bottom of the pyramid

Lack of service differentiation

Prevalent pricing strategies

A mixed bag of inventive and reactionary offerings

Per-second billing

Now a norm rather than a differentiator

When everything changes, everything stays the same...

...except for the profit margin

Large and national long distance (NLD) operators are better positioned to absorb the
loss

Per-call pricing

TTSL and Reliance are the only takers so far

TTSL is gaining market share, but it might be losing money
Although less risky financially, Reliance’s plan is also less attractive
Free minutes and lifetime validity for local on-net calls

MTS is the only operator to offer such a plan

Upfront payment and customer lock-in may compensate for ARPU loss
Static tariff discounting

Different tariffs for different times of day
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Fine strategy to tie price reduction with cost reduction

Although easy and cheap to implement, the model also has limitations
Discounted tariffs for on-net calls

Defensive strategy to pass on cost savings to customers
Incumbents are better positioned to benefit from such pricing plans
Connection with lifetime validity

Low-cost strategy to target low-usage customers

Low-value recharge

‘Sachet pricing’ approach to overcome affordability challenges
Discounted pricing for rural cooperatives

A win-win solution to increase penetration in rural India

Handset micro-financing

An innovative approach to acquire and retain poor customers profitably
Pricing for profit while growing market share

A tricky balance

Realtime mobile pricing

More robust solution than currently adopted static discounting
High cost of the solution is a hurdle to adoption

Segmentation and value-based differentiation

Differentiation based on network quality

Differentiation based on customer care

Differentiation based on value-added services

Advertising-based pricing models

Targeted advertising provides additional revenue opportunities
Current injudicious methods underplay the potential of this model
Learning from web portals to adopt advertisement-based pricing
Subsidised and sponsored connections

Partnering with non-telecoms companies

Partnering with the government

‘Collect call’ pricing

Reversing ‘calling party pays’ rule

Suitable offering for dependents, domestic workers and migrants
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LIST OF FIGURES

Figure 1: Per-second billing plans: per-minute economics

Figure 2: TTSL'’s per-call pricing: off-net local per-call economics

Figure 3: TTSL'’s per-call pricing: growing loss with increase in call duration
Figure 4: Reliance’s per-call pricing economics
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