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Today’s Pricing in Mobile and 
Fixed-line Networks is Toxic 

In this piece Dr. Ekkehard Stadie 
and Martin Deutschenbaur look at 
current telco pricing models and why 
they need to change, providing pric-
ing advice applicable to multiple 
industries. Stadie is a Senior Partner 
at Simon-Kucher & Partners, where 
he heads the global Telecommuni-
cations and IT competence centre. 
Deutschenbaur is a Director at SKP 
in London, where he heads the Tele-
communications, Online Business 
and Technology Services competence 
centre. This article was originally 
published on Telecoms.com.
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Revenue and profit sources of 
mobile and fixed-line network 
providers are under much 
more pressure than originally 

thought. Users are radically changing 
their behaviour, over-the-top (OTT) of-
fers are highly competitive, and, most of 
all, non-future proof toxic price models 
are in place.

The most recent wake-up call came 
in the form of Facebook’s takeover of 
WhatsApp and its announcement shortly 
thereafter that it will start offering voice 
telephony. Classic telecommunication 
providers need to carefully scrutinize 
how services are priced. Simply pric-
ing units of megabytes, minutes and 
text messages is no longer sufficient to 
maintain profitability and growth.

The following six challenges have to be 
tackled with effective pricing solutions:

1. Mobile data usage with lower 
growth potential than expected

Data volumes in fixed-line networks have 
grown much more than in mobile net-
works. “Commercial” Wi-Fi offers will 
cannibalise mobile data usage. It’s stan-
dard nowadays for restaurants, hotels, 
airports, companies and public trans-
port to offer their customers and visi-
tors free Wi-Fi. There is no urgent need 
to use mobile data offers in these places. 
The clear winner in volume growth is the 
fixed-line network.

• The telecoms industry is just begin-
ning to re-balance its price mod-
els from voice and text messages to 
data. Maximum price differentiation 
on the data side is not fully exploit-
ed yet. On the contrary, CAPEX-
intensive industries, such as airlines, 
railways, and logistics are becoming 
increasingly mature in their progress 
towards strong price differentiation. 
In the telecoms industry three data 
dimensions are still growing: the 
need for data speed/performance, 
the data volume (sum of fixed-line 
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In its Skype service, Microsoft already offers multi-
media features like group video calls, screen sharing 
and calls to specific countries can be added on. 
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and mobile) and the number of in-
ternet connected devices. Data pric-
ing should not only focus on the 
transferred data volume; pricing also 
has to incorporate other price ele-
ments like quality of service, prior-
ity, and speed/performance. The op-
timal price differentiation elements 
depend on the market position, gen-
eral positioning and assets of the 
provider.

2. Data roaming revenues under  
pressure through Wi-Fi

This highly profitable business line is not 
only feeling pressure from regulation, 
it’s also affected by the Wi-Fi substitu-
tion. Many customers would rather com-
mute from one Wi-Fi hotspot to the next 
instead of going through the effort of 
booking an extra data roaming option.

• Pricing is an effective tool here. An 
option for a different approach to 
pricing is the bundling of services, 
for example the packaging of roam-
ing calls and data with national ser-
vices. The proposition “calling and 
surfing like you’re always at home” 
meets the customer need of a worry-
free solution and increases positive 
customer experience.

3. Voice roaming revenue under pres-
sure through OTT solutions

Voice roaming calls, still considered ex-
pensive, are partially being replaced by 
better and free solutions. FaceTime and 
Skype are more multi-media-oriented, 
and to some extent, qualitatively better. 

Also in the B2B area teleconference calls 
and longer conversations with far-away 
locations are more attractively served by 
OTT providers. In its Skype service, Mi-
crosoft already offers multi-media fea-
tures like group video calls, screen shar-
ing and calls to specific countries can be 
added on. 

While this offer can still be considered 
as a consumer/prosumer solution, Micro-
soft offers the corresponding multi-me-
dia functionalities also through Lync in 

a business environment.

• Pricing can help here through bun-
dling of services and the introduc-
tion of other price elements like 
quality of service and priority as well 
as the integration of additional ser-
vices like video calls and file sharing. 
The key here is to extract the right 
product and price dimensions for 
the additional customer benefit de-
livered.

4. Text messages not yet re-positioned

The text message is an outdated technol-
ogy. We are already seeing mass migra-
tion to offers such as WhatsApp. Yet text 
messages are the most reliable means of 
delivery, have the highest degree of pri-
vacy and have the most direct character 
of all messaging forms in business com-
munication. But text messages are at the 
end of the life cycle. The end can only be 
slowed down.

• There are essentially two pricing op-
tions: either re-position the text mes-
sage as a 100% reliable and secure 
premium service (delivery guaran-
teed to all networks with the high-
est level of privacy) with the suitable 
unit pricing on a much higher level, 

or offer it as a paid extra service bun-
dled with other services.

5. National voice usage revenue can 
only get protected by differentiated 
service pricing

National voice usage is decreasing for 
many reasons. For one, OTT messaging 
is replacing traditional calls. Also, calls 
are being substituted by multi-media 
OTT calls. In the “Postpaid” area a rev-
enue safeguard is reached via unlimited 
voice offers.

• Pricing can generate added revenue 
through product and quality differ-
entiation (e.g. HD voice, priority). 
For “Postpaid” customers that are 
not yet making calls with unlimited 
propositions and for prepaid custom-
ers, a proactive migration into un-
limited voice models should be con-
sidered.

6. Home data usage is rising, but 
hardly being charged. In the current 
price model access can even be substi-
tuted

As with public Wi-Fi hotspots, unlim-
ited data usage is the dominant business 
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Price model changes are needed and beneficial for 
telecoms companies but they are the “decathlon” of 
pricing: a lot of experience and practice is required.

model also for residential internet access. 

In an IP-based environment, it makes 
little sense for all apartments of an 
apartment building to separately pay 
£20 to £30 per month for a fixed-line 
internet connection. Instead of e.g. eight 
individual connections one connection 
with a higher bandwidth and a Wi-
Fi router for £50 per month would be 
enough for the whole building.

• Pricing can counteract this risk 
either by getting rid of unlimited 
data usage or by switching the 
price model away from household 
connection to the number of 
internet connected devices. Pricing 
of internet connected devices offsets 
old categories (fixed vs. mobile 
voice and data) and focuses on the 
full communication needs of the 
household. A pay per device price 
model could aim to differentiate 
prices for additional devices 
connected to the internet (e.g. 

smartphone, tablet, laptop) next to 
a base offer price which includes 
all household services (e.g. fixed 
broadband, voice and TV). The price 
level has to depend on the brand 
strength and the network quality of 
the provider.

New pricing approaches: 
The time to act is now!
It is time for a completely new approach 
to strategic pricing. Voice, text messages 
and roaming are going through a 
downturn. Data volume is migrating 
at a high level into fixed-line networks 
with unlimited usage models that do not 
monetise any usage increase. 

Innovative price models can help to 
detox current pricing structures. The 
optimal pricing solution however 
depends on multiple factors like market 
environment and positioning of the 
provider. Telecoms companies have to 
evaluate different routes as there is no 

one size fits all solution. Price model 
changes are needed and beneficial 
for telecoms companies but they are 
the “decathlon” of pricing: a lot of 
experience and practice is required. It is 
like flying, the rougher it gets the more 
experienced the pilot has to be.
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