Virtual mobile phone opera-

tors demonstrate a sense for

real business

In the past few months, so-called Mobile Virtual Network Operators (MVNOs) have

generated headlines. They do not own their own technical network infrastructure
but use the capacity of the large network providers. The business model is of in-
terest to many sectors, not only in producing extra income but also as an instrument

for all parties involved.

Aldi does it, Schlecker as well, Tchibo follows,
Viva does it: and that is just the start, so say ana-
lysts and market researchers. Well known retai-
lers and media companies offer mobile phone
services as well as fragranced oils, freshly roasted
coffee, food and drink and music videos. In short:
what you buy are prepaid cards and high-grade
services for mobile phones.

for personally addressing clients and winning loyalty.

Products offered by mobile virtual network operators (MVNO) offer advantages

The business model of the virtual mobile
phone network operators — (Mobile Virtual Net-
work Operator, MVNO) which at the moment are
sprouting like mushrooms as Dr. Thomas Reuner,
Research Director of IDC Central Europe, puts it,
lies behind these offers. These companies take
the form of operators, who market their own
contracts, however in order to save costs, neither




own their own network infrastructure nor possess
mobile telecommunication licences. MVNOs fall
back onto the capacities of the established net-
work operators (T-Mobile, 02, Vodafone, E-Plus)
in order to offer their own products and appear to
the end customers as partner companies.

As the IDC analyst Reuner explains, ,,The-
oretically anyone can be an MVNO.* There are
business models for example, whereby a retail
chain, a media company or even a brand has pre-
sented itself as a provider. On the other hand, in
the meantime, a large number of companies have
been formed which function as brokers between
the carrier and the reseller such as Schlecker.

It is not unusual for these to be affiliates or
holding companies of the well-known carrier or,
in addition, spin-offs from retail groups and bran-
ded companies. As Reuner goes on, ,,The market is
not very transparent. New operators and products
are constantly being added.* The first MVNO was
the British operator Virgin Mobile in 1999, which
today is also active in Canada, Australia and the
USA, and has over five million customers. Virgin’s
success is followed by a large number of other
companies.

Analysts estimate that across the world there
are about 200 MVNOs. At home, the Tchibo coffee
group was the forerunner. Since the end of 2004
Tchibo has been selling minute packages and
mobile phones with the ,,Tchibofonieren* label
(to “tchibophone”). The market is estimated to
have attracted two million users, and the market
is showing an upward trend

Main business areas: Marketing and cu-
stomer care

An MVNO makes the infrastructure available
for recording customer data and for producing
bills out of call data records (CDRs). Besides this,
the MVNO itself takes on the job of revenue coll-
ection and customer care. The MVNO additionally
has the possibility of managing core network ser-
vices i.e. call placement, customer administration
and billing, or rents these from the network opera-
tor. Within the added-value chain from the carrier
up to the point of sales (reseller) the MVNO can
also have control of the service configuration and
production as well as marketing functions and
customer management.

What is an MVNO ?

A Mobile Virtual Network Operator (MVNO) is
a mobile phone network operator who neither
owns his own radio access network nor his
own mobile phone licence. The MVNO does
however have network intelligence, markets
his own SIM cards (Subscriber Identity Ma-
nagement) and can use his own brand label.
MVNOs fall back on the network capacity of
the existing mobile phone network operators
such as 02, E-Plus, T-Mobile, Vodafone, in or-
der to offer their own products on the basis
of their own platforms and core network in-
frastructure and appear to end customers as
operators in their own right. For marketing
their products, MVNOs cooperate with retail
chains, media companies, automotive compa-
nies as well as branded companies.

List of MVNOs
http://www.takashimobile.com/mvno.html

News:

http://www.ecin.de/
http://www.inside-handy.de/
http://www.funkschau.de/

Steinbeis Transfer Center
http://www.mittelstandsblog.de/files/
blogschrift_0609_der_virtuelle_
netzbetreiber_mvno.pdf

As Wolfram Funk, analyst at the Experton
Group states, ,,No boundaries are set for the
range of business models but the trees will
not grow into the skies either. Considering
price alone, there is no great business to be
made.

As Jurgen Martin, Corporate Executive
Vice President of Business Development at
Danet confirms ,,For retailers such as Tchibo
or Schlecker, the proceeds from mobile phone
business are more of a business ,add-on‘ and
not the core business.*

The systems and consulting compa-
ny offers consulting and the customer care
system (CCS) solution, an IT platform which



The Market

According to estimates made by the
consulting company Deloitte, Mobile
Virtual Network Operators (MVNOS),
mobile phone operators without their
own network, will play an increasingly
important role. Up until 2009, turnover
from mobile data services in Germany is
set to rise to 7-8 billion euro. The numb-
er of customers which make use of Aldi,
Schlecker, Tchibo and Co’s mobile phone
services is expected to total approxima-
tely four million at the end of the year.
According to consultants, reasons for
the increased potential in turnover are
put down to the increased availability
of suitable terminals as well as the rea-
diness of the customers to use mobile
phones for the Internet as well as down-
load media. Because of consumer choice
in changing the provider, saturation of
the market is not yet in sight.

supports MVNO business settlement. The
decisive factor is to develop the correct busi-
ness strategy that the MVNO model offers. As
Experton’s Funk goes on to state, this can be
different for each company and sector.

The network operator has a clear aim: he
wants to use his network to its full capaci-
ty, increase his market share as well as his
customer base and also, finally, to attract the
last remaining customers who are yet to use
mobile phones. It is for him that the MVNO
model is most welcome, a model in which a
partner takes on the customer management.
However, there is a further effect: via the

Functional summary of different models

MVNO route, the original network operator
avoids diluting his brand-name through his
own price dumping actions — the ,cannibali-
sation* effect.

For the reseller on the other hand: as
diverse as the companies are, so diverse is
its motivation to take a stake in the mobile
phone market. The common denominator is
the improvement in customer relationship
management (CRM) and the view to gain
quality client information by means of mobi-
le phone contracts and evaluation of usage
data.These data are suitable for marketing
and distribution activities which support the
core business. In this way, it can be of interest
to a media company to step up the sale of
newspapers using means of mobile phones.
For example, a code could be sent to the
mobile phone, and using this code, the recipi-
ent could pick up the latest copy of the news-
paper at a kiosk free of charge.

Reaching new target groups with new
products

For the drugstore chain Schlecker, apart
from the extra income, image gain is of par-
ticular interest as well as the possibilities of
luring customers, including new target groups,
into the shop. This way, Schlecker’s own range
and promotions are connected with the sales
of the prepaid products, for example a Moto-
rola V220 package including a travel voucher.
In addition, the mobile phone ,smobil‘ range
promotes customer loyalty. This is because

Different functions are uncovered, each according to which business model a company selects
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