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Dizz mobile phone case 
 
Market overview 
 
Since mobile telephony was introduced in Europe in 1985, the market has grown at a far higher 
pace than was originally expected. Furthermore, mobile phones have reached all levels of the 
market place, with market saturation levels being achieved at a much earlier date than industry 
commentators had forecast. This has resulted in many European mobile phone network 
operators seeking new markets around the world where growth can still be achieved. Many 
European mobile phone network operators have become global companies with investments in 
mobile networks in many countries across several continents.  
 
A mobile phone network operator is defined as a company which has been issued with an 
operating licence by the respective government to operate a mobile phone network, at particular 
frequencies in the atmosphere owned by each country. The mobile phone network operator 
pays a licence fee to the respective government. The mobile phone network operator which has 
been granted a licence is responsible for the construction and operation of a mobile phone 
network. The network comprises thousands of transmitters (sometimes known as base stations) 
which transmit the signal from the mobile phone to the telephone network. A mobile phone 
network operator is also responsible for invoicing its customers for contracted revenues 
according to their usage of the network services. Within each country the mobile phone market 
is monitored by Regulatory Authorities appointed by each Government. These Regulatory 
Authorities have powers to influence pricing and encourage fair competition. The European 
market for mobile phones has changed dramatically over the last decade due to competitive 
pressures, which the Regulatory Authorities have encouraged.  
 
A customer is defined as the user of a single mobile phone handset. Customers have a choice 
in many European countries as to which mobile phone network operator to select. Their choice 
is determined by price, the range of the services provided and the perceived quality of the 
various mobile phone network operators. However, the deciding factor on customer loyalty and 
new connections is often based on the most suitable price package available to suit customers’ 
requirements. The choice of mobile phone handset is also a deciding factor. There is a high 
level of ‘churn’ in this industry. The ‘churn rate’ is defined as the number of customers who 
disconnect from a mobile phone network operator in a given period, divided by the average 
number of customers in that same period. In some European countries there are more mobile 
phone customers than there are people and this is called a ‘saturated’ market. There is now 
generally little difference between mobile phone network operators in terms of the quality of the 
signal and network coverage. Therefore mobile phone network operators face greater 
challenges in attempting to differentiate their services. 
 
The largest growth potential for new mobile phone customers is in the emerging markets, mainly 
in Asia. In India, for example, with a population of over 1,100 million, the number of mobile 
phone customers is currently only 15% of the population. Many of the large international mobile 
phone network operators are therefore targeting these emerging markets as a way to generate 
additional growth and ultimately to increase shareholder wealth. 
 
Dizz  
 
Dizz is an international mobile phone network operator, which is listed on a European stock 
exchange. It has operations in 17 countries across Europe, Africa and Asia. Dizz does not have 
any operations in the USA or the Australasian markets. Dizz was established in the mid 1980’s 
when mobile telephony was first launched in Europe, and was then a subsidiary of a landline 
telephony company. Dizz became a listed company during the 1990’s. It has since established 
or acquired a shareholding in a number of other mobile phone network operators. 
 
Dizz currently owns 100% of the shareholdings in mobile phone network operators in 3 
European countries and also owns majority shareholdings in other European, Asian and African 
countries. Dizz has 214 million customers, in total, across all of its subsidiary and fully owned 
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companies. It attained group revenues of over €52,000 million in the financial year ended 30 
June 2008.  
 
The Income Statement, Balance Sheet and Statement of Changes in Equity for Dizz for the last 
2 financial years are shown in Appendix 1 on page 11. Dizz’s Statement of Cash Flows is 
shown in Appendix 2 on page 12.  
 
All of the financial and statistical data in respect of Dizz’s network operations represents the 
entire network and all of its customers. The minority interests are accounted for in the Income 
Statement and Balance Sheet in Appendix 1. 
 
In 7 European countries, as well as in all of the African and Asian countries in which it operates, 
Dizz holds a majority shareholding in the mobile phone operating company, as it is not allowed 
by the respective governments to hold a 100% shareholding. The fees for the licences which 
have been issued to Dizz for the 17 countries in which it operates are included in the  
Non-current assets in Dizz’s Balance Sheet, shown in Appendix 1. The licence fee cost is 
amortised over the period for which Dizz, and the consortium companies, have been granted the 
operating licences. None of the licences for the 17 countries in which Dizz operates are due to 
expire before June 2014. 
 
A summary of the Dizz group’s shareholdings and customer numbers, analysed by country, is 
shown below: 
 

Region Dizz 
shareholding 

Customer numbers 
(end June 2008) 

(Million) 
 
Europe - 3 countries 

 
100% 

 
69 

 
Europe - 7 other countries 

 
Majority 

 
34 

 
Europe - Total of 10 countries 

  
103 

 
Africa - 3 countries 

 
Majority 

 
35 

 
Asia – 4 countries 

 
Majority 

 
76 

 
Overall - total 17 countries 

  
214 

 
Dizz’s organisation structure 
 
The main Dizz Board is shown in Appendix 3 on page 13. Dizz has 12,600 employees in the 
companies in which it holds a 100% shareholding. In the other mobile phone networks around 
the world in which it has a majority shareholding, a further 6,500 are employed. Additionally, 
Dizz outsources a number of functions to a range of specialised outsourcing companies. 
 
The group is split into 3 divisions, geographically, with a Chief Executive Officer (CEO) 
managing each division. The 3 divisions are: 
 

• Europe 
• Africa 
• Asia 
 

The CEO of each of the 3 divisions has a seat on the main Dizz Board and is also responsible 
for all operations for the Dizz subsidiary companies in his geographical area. Within each 
division the CEO has a senior management team which is responsible for each of the mobile 
networks. The Dizz group’s annual and 5-year plans are prepared within each division, to 
encourage ownership and accountability. However, they have to be approved by the main Dizz 
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Board. The main Dizz Board will also cascade down group objectives for growth, cost reduction, 
corporate social responsibility (CSR) and quality standards. Therefore, although the 5-year 
plans are produced by the management team within each division, these plans need to meet the 
overall objectives set by the Dizz Board. 
 
The Dizz Board has always been a strong believer in the importance of developing the 
company’s own management team. The Dizz management trainee scheme, which was first 
implemented in 1990, has been regularly enhanced to develop an experienced well trained pool 
of managers. Dizz wants to invest in its people, as the Group CEO is confident that in this way 
employees will have the power to influence the success of the company in this highly 
competitive environment. Only by investing in its employees’ welfare and continuous education 
can Dizz try to release each individual’s true potential to increase value for the group. The Dizz 
Board believes that by investing in training and development, both vocational and personal 
(such as development of language skills not directly related to the employee’s job responsibility), 
Dizz is improving the wider skill base of its employees. The Group CEO and HR Director both 
believe that trained employees will be highly motivated and will stay with Dizz for longer. 
Furthermore, the belief at a senior level is that these trained employees will not become 
complacent. Therefore they will provide Dizz’s customers with high quality customer service. 
This should ultimately deliver growth in shareholder wealth. The HR Director is continuing to 
work with his teams to create an environment within all areas of the group, across all countries, 
where staff can excel and be rewarded for their contribution. 
 
The Executive Directors and senior management teams across all 3 divisions receive 
performance related pay, based on added value principles. This is extremely difficult to 
measure. The group rewards senior employees using a range of performance measures. These 
measures include revenues, share price and customer numbers, as well as quality indicators, 
such as customer satisfaction, churn, and the introduction of new products and services.  
 
The Executive Directors all have share options which can be exercised at €24.00 per share. 
 
Analysis of revenues and profits and customer growth by geographical area 
 
Dizz has a variety of tariffs, both for individual users and for business users. Some of Dizz’s 
business users have fewer than 10 mobile phone handsets, whereas other large corporate 
clients have hundreds of mobile phone handsets. Each mobile phone handset represents a 
customer for Dizz. All of the revenue data given in this pre-seen material is based on the 
average revenue per user (ARPU). ARPU is used widely in this industry to measure the average 
revenue generated by a customer. ARPU is defined as the average revenue per mobile phone 
handset in a specified time period and includes all usage fees but excludes one-off revenues 
such as those from handset sales or connection fees. The specific time period for the ARPU 
statistics included in this case material is for each financial year.  
 
The ARPU figures in this case comprise the total revenue generated by the mix of “pay as you 
go” mobile phones and contracted monthly payment mobile phones, including corporate 
contracts for business users. Therefore it is not necessary to understand the complex range of 
pricing plans that are available in this industry as these have been summarised in the ARPU 
figures. 
 
An analysis of network revenues and operating profit for the last financial year ended 30 June 
2008 is shown below. This table excludes €2,810 million which relates to non network revenues. 
Please refer to Appendix 4 on page 14 for analysis of revenue by division. 
 

 Network revenues 
€ million 

Operating profit 
€ million 

 
Europe 

 
35,530 

 
9,400 

Africa 6,100 2,200 
Asia 7,660 2,300 
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Total 

 
49,290 

 
13,900 

 
An analysis of the forecast growth in customers is shown in the graph below and also in the 
extracts from Dizz’s 5-year plan in Appendix 4 on page 14. This shows that Dizz is planning to 
increase its total number of customers from 214 million in June 2008 to 474 million by June 
2014. This graph represents the organic growth of customer numbers for the mobile phone 
networks in the 17 countries in which Dizz currently operates. Therefore it excludes customer 
growth due to any further possible acquisitions of mobile phone networks which Dizz may, or 
may not, undertake during the 5-year plan period. 
 
The Dizz Board has recently thoroughly reviewed the agreed 5-year plan and its underlying 
assumptions in the light of the current economic climate. The Board has agreed that the 5-year 
plan is realistic and achievable. (Extracts from the 5-year plan are shown in Appendix 4 on 
page 14.) 
 

Dizz - Growth in customer numbers
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In the European mobile phone network operating marketplace it is becoming difficult for Dizz to 
maintain its brand image and create differentiation. Dizz tries to maintain its brand image 
through the selection and procurement of exclusive mobile phone handsets, as well as through 
marketing campaigns and sponsorship. Dizz has successfully differentiated itself through an 
exclusive European procurement contract for the new generation of mobile phone handsets. 
This new handset allows the user to access the Internet in an easier and faster way. This new 
mobile phone handset was launched in January 2008. In the second half of the financial year 
ended June 2008, the average revenue per user (ARPU) increased slightly in Europe as a 
result. 
 
Quality of service 
 
Dizz’s quality of service in most European countries is among the best. Dizz’s mobile phone 
networks offer coverage to over 99.5% of the population in the European countries in which it 
operates. Mobile phone networks operate by the transmission of mobile phone calls, messages 
and data by the handset sending a signal to a Dizz operated transmitter. Dizz has experienced 
few operational problems with transmitters, despite some being quite old. As part of its cost 
reduction programme in Europe, Dizz is currently re-equipping its transmitters with the latest 
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technology using a standard design, which generates cost savings in repairs and maintenance 
and lower carbon emissions. This re-equipping of its transmitters is also helping Dizz to meet its 
quality of service targets and will ensure minimal disruption to customers, when particular 
transmitters fail, usually due to bad weather. 
 
Dizz has a range of quality of service targets, including overall customer satisfaction (using 
market surveys), accuracy of billing, on time delivery of mobile phone handsets to new 
customers, quality of its network connections and “drop-off” rate (where a call is cut off due to a 
network fault). The CEO for each of the 3 divisions is responsible for the mobile phone networks 
in the countries in their area. Each division has a Service Quality Manager, whose responsibility 
is to maintain Dizz’s mobile network service at the agreed quality targets and to take action 
where quality is below target. Each division also has a Customer Service Manager whose 
responsibilities include the accurate registration of new customers and accurate billing to all of 
its customers. Both the Customer Service Managers and the Service Quality Managers within 
each of the 3 divisions work closely together to find innovative ways to enhance the service 
quality, improve customer satisfaction, retain customers and lower Dizz’s churn rate. 
 
Customer service 
 
In Europe, the industry is very competitive. Customers can select almost identical mobile phone 
handsets, mobile phone networks and price packages. Therefore the differentiating factor is the 
quality of the overall customer experience. 
 
The European Customer Service Manager has established call centres in each of the countries 
in which Dizz operates. This has enabled Dizz to remain close to its customers and avoid 
creating any barriers to communication. Communication difficulties often occur when call centres 
are located outside the country where the customer is situated. The Group CEO has stated that 
each time a customer contacts the company this is an opportunity to gain his or her loyalty. 
Many customers only contact Dizz when they have a problem. It is the role of the customer 
services team to turn that problem into an opportunity and to ensure that the customer is 
satisfied. The Group CEO insists that in this competitive industry, if Dizz is unable to satisfy the 
needs of its customers, the customer will move to a competitor. 
 
New customers can register for Dizz’s network service in a variety of ways. These include using 
Dizz’s web site on the Internet, over the phone to Dizz’s sales offices or by going to Dizz’s retail 
shops. Dizz’s Customer Service Managers consider the contact with any customer an important 
feature of their experience of Dizz in terms of forming each customer’s impression of the 
company. This applies whether that contact is face to face or by phone. By employing trained, 
highly motivated employees Dizz can continuously meet high standards of customer service. 
 
Whilst competition in the African and Asian markets is not yet as strong as in Europe, it is 
increasing. In Africa, there are a small number of customer call centres which provide a good 
basic level of customer service. However, Dizz’s African Division Customer Service Manager is 
planning changes within the next year. In Asia, each country has its own dedicated customer 
service team.  
 
New technologies 
 
Dizz has expanded its business away from its core strengths of mobile telephony to meet the 
challenges of new technology. It has continued to be innovative to deliver solutions to meet its 
customers’ communication needs. The competitive pressure has helped to rapidly drive forward 
a range of technological and pricing changes. This enables Dizz to meet, or exceed, its 
customers’ expectations. 
 
Dizz has a range of new technologies available to its customers including Internet services and 
data transmission. During the financial year ended June 2008, it completed the upgrade of all of 
its transmitters across Europe to make its networks fully compatible to 3G standards in order to 
meet its licence requirements. 3G is defined as the third generation technology which uses new 
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data transmission standards. Dizz’s market research teams continue to look at emerging 
technologies and new services in order to deliver improved telephony packages for its 
customers. 
 
Pricing 
 
Dizz operates in a very competitive market place that has seen prices fall significantly in real 
terms over the last decade. It needs to continually review its pricing and service packages to 
ensure that it offers a price which attracts new customers as well as retaining existing ones. Dizz 
offers value for money for its customers in most markets, by amending tariffs to reflect the 
volume of usage on its network.  
 
In several European countries, Dizz has reduced the cost of mobile phone calls made outside 
the home country in which the mobile phone is registered, by over 20% over the last 2 years. 
This has been a significant selling point for European business users who use their mobile 
phones extensively outside of their home country. 
 
With fierce competition and an increasingly tough regulatory environment in many of the 
European countries, the Dizz Board is under pressure to increase revenues and cut costs in 
order to maintain profitability. The price pressure exerted by the competitive environment is 
causing mobile phone network operators to look closely at ways in which they can increase the 
average revenue per user (ARPU).  
 
Like other mobile phone network operators, Dizz’s customer base is a mix of individuals and 
corporate business customers. An individual is a single user of a mobile phone handset. A 
corporate business customer could have hundreds of users of mobile phone handsets, each of 
which Dizz regards as a single user, generating a different ARPU. One of the many ways in 
which Dizz has successfully increased its ARPU is through the higher revenue generated by its 
corporate business customers accessing and sending data over the Dizz mobile phone 
networks. As a result of the improved ability to carry data over its 3G network in Europe, Dizz 
has seen its revenue rise. Dizz’s business customers, who access the Internet or transmit data, 
generate a high ARPU. Therefore Dizz is keen to facilitate the ways in which its customers can 
receive and send data and access the Internet.  
 
A summary of the ARPU by division (based on the average number of customers – see 
Appendix 4 for further details) is shown below: 
 
 ARPU 

Actual for the year 
ended 30 June 2008 

ARPU 
Planned for the year 
ended 30 June 2014 

 € per year € per year 
 
Europe 

 
359 

 
430 

 
Africa 

 
185 

 
211 

 
Asia 

 
111 

 
134 

 
Overall average ARPU 

 
245 

 
250 

 
It should be noted that the planned overall average ARPU changes to €250 per year by 2014 
due to the predicted change in the mix of customers in the 3 geographical areas. The planned 
growth in the ARPU in Africa is based on higher levels of data transmission revenues as well as 
increased use of mobile phones. This additional revenue is offset by planned reductions in 
prices for voice usage due to forecast competitive pressures. 
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Investment in a mobile phone network in Asia 
 
In August 2007, Dizz acquired a 75% shareholding in a mobile phone network in Yee (a fictitious 
Asian country). This country currently has a low density of mobile phone customers and is a 
target growth market for Dizz. The network in which Dizz acquired a majority shareholding had 
28 million customers at the end of July 2007. The total acquisition cost for Dizz’s 75% 
shareholding in this mobile network was €17,000 million. This network is forecast to increase 
customer numbers by over 20% per year. The average ARPU in Yee is lower than Europe and 
Africa at only €115 per year at present. It is however, slightly higher than the average ARPU 
achieved to date in other Asian countries. Including Yee, Dizz’s ARPU for Asia increased to an 
average of €111 for the financial year ended 30 June 2008. Additionally, the forecast growth in 
new customers in Yee is expected to generate large profits for Dizz over the next few years. 
 
This investment was financed using cash reserves, cash generated from operations and a new 
10 year loan of €12,000 million, repayable in 2018. 
 
Possible future acquisitions in mobile phone networks 
 
The Dizz Board has not ruled out further large acquisitions in order to secure majority 
shareholdings in growing networks in the emerging markets. However, any further large 
acquisition may require a share exchange or a rights issue to finance the acquisition. The 
current approved 5-year plan does not include any acquisitions. Instead it is based only on the 
forecast growth of the customer base in the mobile phone networks in which Dizz currently has 
shareholdings.  
 
Mobile phone handsets 
 
Dizz supplies a mobile phone handset as part of its contract with its customers. These mobile 
phone handsets are procured from 10 leading international mobile phone handset 
manufacturers. Depending on the style and cost of the mobile phone handset and the type of 
contract with the customer, Dizz may generate additional revenues from its customers for the 
supply of the mobile phone handset. The cost of the mobile phone handset is recognised as an 
operating cost in the Income Statement, against which the customer’s monthly payment and call 
revenues are matched. Due to competition, Dizz is generally unable to charge its customers for 
supplying a standard model mobile phone handset. However, for some new high technology 
mobile phone handset models, Dizz is able to charge some of its customers an additional fee, to 
offset the procurement costs. The revenue generated from charges for mobile phone handsets 
is included in “Other revenue” and is not included in ARPU statistics. 
 
Dizz’s Procurement Director is responsible for sourcing sufficient numbers of mobile phone 
handsets to supply its customer base in each of the countries in which Dizz operates. Dizz has 
very close links with all of the large global mobile phone handset manufacturers, with an efficient 
supply chain. Dizz’s IT systems fully integrate with all of the handset manufacturers’ order 
systems, to provide updated tracking and delivery data for all mobile phone handsets that Dizz 
has ordered.                                      
 
Dizz has procurement contracts for exclusive designs of certain mobile phone handsets with 3 of 
the 10 mobile phone handset manufacturers. These handset models are only available to Dizz’s 
customers. 
 
Dizz’s IT systems 
 
Dizz’s integrated IT system, called CAS, handles all aspects of customer connections, accounts 
and billing. The CAS is also used to transfer call and billing data to other mobile phone network 
operators and landline phone operators, both in the same country and internationally. The CAS 
system is operational in all of the countries in which Dizz operates a network and it has proved 
reliable and accurate. With the huge volumes of calls and messages being transmitted daily 
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through all of the networks in which Dizz operates, it is necessary to have very sophisticated IT 
systems to track and identify all aspects of customer usage.  
 
When Dizz acquires a shareholding in a mobile phone company in a new country (as it did in 
Asia in August 2007) it replaces the acquired companies’ existing IT systems with its CAS 
system. This helps to ensure compatibility of data across the Dizz group.  
  
Dizz has recently completed its enhanced and fully automated IT system for ordering and 
tracking all handset purchases from manufacturer, right through to delivery to the end 
customers. This system is operating well and has enabled Dizz to save administrative costs. 
The employees who previously tracked deliveries and followed up on queries have now been 
relocated into customer services or other roles within Dizz, thereby retaining their skills and 
knowledge of the company. 
 
The Dizz network system, which daily handles huge volumes of data, is totally dependent on the 
capabilities and integrity of the IT systems in place to enable the business to operate effectively. 
Dizz’s IT Director has submitted proposals to the main Dizz Board for further IT investment. The 
requirement is for both hardware and software to provide the necessary IT infrastructure to 
support the planned growth in customer numbers over the next few years. Across the 17 
countries in which Dizz operates, this IT capital expenditure proposal is for €1,500 million spread 
over the next 3 years. This is included in the overall capital expenditure levels shown in the  
5-year plan in Appendix 4 on page 14. 
 
Network security 
 
The Global Operations Director is responsible for ensuring that adequate systems are in place 
to prevent any of the Dizz networks from failing. In conjunction with the IT Director, the Global 
Operations Director has to maintain the integrity of the network systems to ensure that the 
system is operating legally and that no data is being lost or duplicated. It is also vital that data 
used for billing customers is accurate. The Global Operations Director is also responsible for 
ensuring that the technology meets the requirements of the mobile network licences granted by 
each country’s government. 
 
It is a recognised fact that all telephone operators, both landline and mobile phone networks, 
lose some revenues due to fraud. There is an ongoing problem with mobile phone “hackers” 
(defined as individuals who find a way of breaking into the secure coded mobile phone network 
so that they are able to make telephone calls without the call being tracked) who cause mobile 
phone network operators to lose revenues. The exact volume of fraudulent calls cannot be 
established, but the Dizz Global Operations Director is working with other global telecoms 
companies to further develop fraud prevention technology and to strengthen the controls and 
improved access codes required to prevent fraudulent calls.  
 
Landline telephony 
 
Some mobile phone network operators have diversified into providing a landline telephone 
service. The landline telephone business is also highly competitive. Dizz considers that the 
mobile phone market is growing globally, and it considers that mobile telephony is the future 
cash cow. Dizz has made the strategic decision to concentrate its resources on building up its 
mobile phone customer base and to provide its customers with the technology to interface with 
landline telephones. Therefore it has made a firm strategic decision not to enter the market for 
landline telephony. 
 
Marketing and sponsorship 
 
Like all leading brands, brand image and customer perception is achieved through the use of 
effective marketing. Each of the Dizz divisions is responsible for its own sales and marketing 
campaigns. However, the Global Marketing Director is responsible for strategic alliances with 
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other global branded companies and Internet access alliances. Dizz uses a range of other 
media to ensure that the Dizz brand continually attracts positive media attention. 
 
Depending on the country and the maturity of the market, different marketing campaigns are 
undertaken. For example in Asia, most of Dizz’s marketing campaigns are directed at attracting 
new customers, by demonstrating the benefits of mobile telephony. Dizz has been running a 
range of television, radio and billboard advertising campaigns to promote the availability of the 
Dizz network in the 4 Asian countries in which it operates. These advertising campaigns are 
proving effective in getting the message across to potential new customers and have helped to 
achieve high growth in new connections in Asia. 
 
In Europe, where the market is almost saturated, Dizz’s marketing campaigns are aimed at 
increasing the usage of mobile phones, and thus increasing the ARPU. Dizz’s European 
advertising campaigns promote awareness for its existing and prospective customers on issues 
such as reduced call charges at certain times and encouraging customers to stay in closer 
contact with family members and friends by phone. A recent campaign resulted in higher call 
usage of 3%, thereby increasing the ARPU. Further advertising campaigns are planned across 
all European countries. 
 
Dizz’s Global Marketing Director is keen to align the Dizz brand with Internet search engines 
through the use of joint marketing so that Dizz becomes associated with these global Internet 
brands. 
 
Dizz has over 110 different sponsorship contracts, across the 17 countries in which it operates. 
These sponsorship contracts include a range of sporting activities, including football and sailing.  
 
Dizz is actively involved in community projects in every country in which it operates. The Group 
CEO has stated that “it is important that Dizz plays a role in the communities in which we 
operate as more people begin to understand the impact that global companies can have on their 
environment”. The Group CEO believes that playing an active role in the community of each 
country will create a positive brand image for Dizz. Dizz currently also supports community 
initiatives such as recycling projects, some charity organisations and also media events 
including a series of television programmes. Dizz sets a precedent to other mobile network 
operators in the way it recycles ‘used’ mobile phone handsets and reduces paper consumption 
through the use of email and paperless bills. An extract from Dizz’s Corporate Social 
Responsibility (CSR) report is shown in Appendix 5 on page 15. 
 
Dizz’s aims 
 
Dizz has established three core aims: 
 

1. To increase profits in the European markets by revenue stimulation and cost reduction 
programmes 

 
2. To continue to be innovative and to develop new products and services to meet the 

changing communication needs of its customers 
 

3. To continue to develop, and to invest, in communications in emerging markets in Africa 
and Asia in order to generate high growth in revenues and profits. 

 
Shareholder wealth  
 
As part of the Board’s commitment to deliver growth in shareholder wealth, Dizz has paid 50% 
of the profit attributable to the owners of the parent (after minority interests) in dividends. Dizz 
plans to continue with this dividend payout ratio. Dizz’s share price has continued to grow 
because of strong market confidence in the company’s ability to grow its customer base and 
continue to deliver its strategic plans.  
 



 

CIMA Global Business Challenge 2010 case study 10  

Dizz’s earnings per share (EPS) for the year ended 30 June 2008 was €0.511 per share, an 
increase of 18.8% on the previous year. An extract from Dizz’s 5-year plan is shown in 
Appendix 4 on page 14. 
 
The Chairman is confident that Dizz is working towards achieving the group’s long term strategic 
aims to generate further growth in earnings, despite the competitive environment, the current 
economic climate and pressure from the Regulatory Authorities. The Chairman considers that if 
the Dizz group is able to achieve its strategic aims, then shareholder wealth will increase as a 
result of increasing dividends and a higher share price. The Dizz share price was €11.25 at the 
end of June 2008. The company’s P/E ratio was 22. 
 
The latest share price, at 31 December 2008, is €12.04.                                                                                                                        
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Appendix 1 
Extracts from Dizz’s accounts:  

Income Statement, Balance Sheet and Statement of Changes in Equity 
 

Income Statement  Year ended 
30 June 2008 

      Year ended 
      30 June 2007 

  € million   € million 
      
Revenue  52,100   43,517 
Operating costs  38,200   32,117 
Operating profit   13,900 

 
  11,400 

Finance costs   3,322   2,568 
Tax expense (effective tax rate is 30%)  3,173   2,650 
 
Profit for the period 

  
7,405 

   
6,182 

Less: Minority interest  1,575   1,277 
 
Profit attributable to owners of the parent 

  
5,830 

   
4,905 

 
 

Balance Sheet As at 30 June 2008  As at 30 June 2007 
 € million € million  € million € million 
      
Non-current assets (net)  208,000   182,900 
(including goodwill and licence fees)      
Current assets  7,100   8,600 
      
Total assets  215,100   191,500 
 
Equity and liabilities 
 

     

Equity      
   Share capital 5,700   5,700  
   Share premium 91,200   91,200  
   Retained earnings 15,715   12,800  
   Total equity attributable to owners of the parent 112,615   109,700  
   Minority Interests 44,900   37,000  
Total equity  157,515   146,700 
 
Non-current liabilities 

  
50,000 

   
38,000 

      
Current liabilities  7,585   6,800 
      
Total equity and liabilities  215,100   191,500 

 
Note: Paid in share capital represents 11,400 million shares of €0.50 each at 30 June 2008 
 
 

Statement of Changes in Equity Share 
Capital 

Share 
premium 

 Retained   
earnings 

Total equity 
attributable 
to owners of 

the parent 
  

€ million 
 

 
€ million 

 

 
€ million 

 

 
€ million 

 
Balance at 30 June 2007 5,700 91,200 12,800 109,700 
Profit attributable to owners of the parent  - - 5,830 5,830 
Dividends paid - - (2,915) (2,915) 
 
Balance at 30 June 2008 

 
5,700 

 
91,200 

 
15,715 

 
112,615 
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Appendix 2 
Statement of cash flows 

 
 Year ended  

30 June 2008 
 € million 

 
€ million 

Cash flows from operating activities: 
 

  

   Operating profit 13,900  
   Less: Finance costs (3,322)  
Profit before taxation  10,578 
   
Adjustments:   
   Depreciation 7,785  
   Finance cost 3,322  
  11,107 
  21,685 
   (Increase) / decrease in inventories and trade 
    Receivables 

 
1,800 

 

   Increase / (decrease) in trade payables 
   excluding tax 

 
262 

 

  2,062 
Cash generated from operations  23,747 
   
   Finance costs paid (3,322)  
   Tax paid (2,650)  
  (5,972) 
 
Net cash from operating activities 

  
17,775 

 
Cash flows from investing activities: 
 

  

   Net purchase of non-current assets (32,885)  
   Less increase in Minority Interests 7,900  
   Dividends paid to Minority Interests (1,575)  
 
Net cash used in investing activities 

  
(26,560) 

 
Cash flows from financing activities: 
 

  

   Proceeds from new loan 12,000  
   Equity dividends paid (2,915)  
 
Net cash from financing activities 

  
9,085 

 
Net increase in cash and cash equivalents 

  
300 

   
Cash and cash equivalents at 30 June 2007  700 
   
Cash and cash equivalents at 30 June 2008  1,000 
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Appendix 4 
Extracts from 5-year plan 

 
Financial data 
(All data for financial 
years ended 30 June) 

Actual 
 

 

Latest 
Full Year 
Forecast 

Plan  
Note: All figures shown in the financial data below 

are based on 2009 prices 
 2008 2009 2010 2011 2012 2013 2014 
  

€ million 
 
€ million 

 
€ million 

 
€ million 

 
€ million 

 
€ million 

 
€ million 

Network revenue:        
Europe 35,530 40,101 45,219 50,524 55,934 61,645 67,938 
Africa 6,100 7,039 8,041 9,186 10,494 11,988 13,696 
Asia 7,660 9,861 12,583 15,727 19,438 24,025 29,695 
Total 
Network revenue 

 
49,290 

 
57,001 

 
65,843 

 
75,437 

 
85,866 

 
97,658 

 
111,329 

Other revenue* 2,810 3,420 3,950 4,526 5,152 5,860 6,680 
 
Total revenue 

 
52,100 

 
60,421 

 
69,793 

 
79,963 

 
91,018 

 
103,518 

 
118,009 

 
Operating costs 

 
38,200 

 
44,510 

 
51,337 

 
58,372 

 
65,905 

 
74,310 

 
84,013 

 
Operating profit 

 
13,900 

 
15,911 

 
18,456 

 
21,591 

 
25,113 

 
29,208 

 
33,996 

        
Profit for the period 7,405 8,725 10,459 12,654 15,025 17,797 21,148 

 
Minority interests 1,575 1,866 2,256 2,765 3,328 3,998 4,823 
Profit attributable to 
the owners of the 
parent 

 
5,830 

 
6,859 

 
8,203 

 
9,889 

 
11,697 

 
13,799 

 
16,325 

 
Capital expenditure 

 
24,985 

 
13,100 

 
14,300 

 
15,000 

 
16,900 

 
19,600 

 
24,500 

 
Total loans - end year 

 
50,000 

 
50,000 

 
52,000 

 
52,000 

 
56,000 

 
56,000 

 
56,000 

*Note: Other revenue includes connection fees and sale of mobile phone handsets and this is not included 
in the ARPU figures below 
 
Business statistics 
(All data for financial 
years ended 30 June) 

Actual 
 
 

Latest 
Full Year 
Forecast 

Plan  
 

 
 2008 2009 2010 2011 2012 2013 2014 
Customers: (as at 
end June each year) 

 
million 

 
million 

 
million 

 
million 

 
million 

 
million 

 
million 

  Europe 103 113 123 133 143 153 163 
  Africa 35 39 44 49 55 62 69 
  Asia 76 96 117 140 168 202 242 
Total customers 214 248 284 322 366 417 474 
Customers: 
(Average for year) 

 
million 

 
million 

 
million 

 
million 

 
million 

 
million 

 
million 

  Europe 99 108 118 128 138 148 158 
  Africa 33 37 42 47 52 58 65 
  Asia 69 86 106 129 154 185 222 
Total customers 201 231 266 304 344 391 445 
 
ARPU per year 

 
€ 

 
€ 

 
€ 

 
€ 

 
€ 

 
€ 

 
€ 

  Europe                  359 371 383 395 405 417 430 
  Africa                    185 190 191 195 202 207 211 
  Asia                       111 115 119 122 126 130 134 
 
Overall ARPU         

 
245 

 
247 

 
248 

 
248 

 
250 

 
250 

 
250 
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Appendix 5 
Extracts from Dizz’s Corporate Social Responsibility (CSR) report 

 
Dizz’s 5 Corporate Social Responsibility goals are: 
 

1. Putting our customers and their needs first to ensure maximum customer satisfaction 
Goals On-going Activities in 2008 Examples of Outcomes of Activities in 2008 

Social responsibility Working to ensure Child Protection and 
increasing awareness of Internet safety 
and prevention of child exploitation 

Key member in development of the International 
Child Protection Task Force 

Worked  with national advertising agencies to 
produce formal advertising guidelines 

Openness and 
communication 

Discussion forums with local authorities 
and residents for all network roll outs  
and transmitter locations 

Responded to 93% of siting enquiries within 10 
days. Held 325 meetings with local authorities and 
resident groups regarding planning and site 
locations 

  
2. Innovation Initiatives to remain competitive 

Corporate Initiatives 
Creating bespoke services for corporate 
customers  to help reduce costs 

Worked with several hospitals in Europe to develop 
technologies  to improve communication with 
patients via text reminders for medication 

Mobility Services Developing technology to assist more 
flexible working  for corporate clients 

Developed and implemented technology to allow 
home workers to access company databases 
securely for 3 large corporate clients 

 
3. To be a responsible business with regard to both the environment and society in general 

Waste Management 
and Re-cycling 

Waste management programmes to reduce 
network and office wastage 

Re-cycled 65% of office waste, 10% more than the 
previous year 

Collected and re-cycled 180,000 mobile handsets, 
20,000 below target but 5,000 more than 2007 

Energy Usage Identify opportunities to reduce energy 
consumption and CO2 emissions at 
transmitters and in offices 

Installed energy efficient air cooling systems at 800 
transmitters, reducing energy consumption by 11% 
from 2007. 

Achieved stated target to reduce CO2 emissions by 
12% in 2008 by installation of energy saving, low 
CO2 emission transmitters. 

Employee 
secondment 

Secondment of employees to charitable 
organisations to assist in set-up and 
administration 

15,000 employee days seconded to charitable and 
community activities in 2008, 3% higher than 2007 

 
4. To be a responsible business with regard to our employees 

Training and 
Development 

Offering structured training and career paths 
leading to improved staff retention 

Spent €390 per employee on training, with over 
70,000 person days spent on training.  

Health and Safety Make Health and Safety an integral part of 
staff management and training 

Accident rate per 1000 employees has fallen by 2%, 
but is still above the target rate. 

 
 

5. To adhere to strong business principles in relation to our internal and external business relationships 
Procurement and  
Supplier management 

Corporate Responsibility is one of 5 criteria  
used to select suppliers 

78% of procurement staff received Corporate 
Responsibility training – 5% below target 

Quality Management Quality is an integral part of our business 
operations. We use a range of 
internationally accredited quality standards 
to measure and improve performance 

ISO14001 has been maintained 
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Appendix 3 
Dizz’s organisation chart 

 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 




