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1. Introduction and executive summary 

1.1 The Competition Commission (“Commission”) initiated a market inquiry into 

the market(s) for data services in South Africa in August 2017 (“the Inquiry”), 

in terms of section 43B(2) of the Competition Act, 89 of 1998 (“the Competition 

Act”). The Inquiry released its provisional report in respect of the Inquiry on 

30 April 2019 (“the Provisional Report”). Interested parties have until 

14 June 2019 to provide comments on the Provisional Report.  

1.2 In this document, we respond to the Inquiry’s Provisional Report, focussing 

primarily on MTN’s areas of activity that are relevant to the subject of the 

Inquiry, which is the provision of mobile data services.  

1.3 At MTN we work to lead the delivery of a bold, new digital world to our millions 

of customers across our 21 operations. We are inspired by our belief that 

everyone deserves the benefits of a modern connected life. It’s been 25 years 

since the establishment of MTN, a company that was born out of South 

Africa’s democracy and while our reach now extends far beyond our borders, 

we remain a company deeply rooted in the country of our birth. We have 

grown by investing in sophisticated communication infrastructure and by 

harnessing the talent of our diverse team of people across Africa and the 

Middle East.  

1.4 In South Africa, MTN appreciate and welcome the opportunity to provide 

inputs to the Competition Commission’s Data Market Inquiry process. We 

have played an important role over the past 25 years, making 

telecommunication services available to everyday South Africans. We are 

focused on ensuring our telecommunication services are available to all South 

Africans, whether rich or poor, urban or rural and it is this ethos that drives us 

across the emerging markets within which we operate. We bring this ethos to 

light through significant capital investments in life-changing 

telecommunications infrastructure, while also offering extensive subsidies on 

handsets and devices and even developing our own very low-cost device, that 

offers customers the experience of a smart phone but at a feature phone 

price.  

1.5 In South Africa, we plan to invest approximately  

 to ensure all South Africans have access as we contribute to the Fourth 
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Industrial Revolution, which is critical to the future economic growth of South 

Africa.  

1.6 MTN is mindful of the context within which the Inquiry takes place, with public 

pressure to ensure ever lower costs for, and wider access to connectivity, 

such as the #datamustfall movement, and inquiries by other agencies, such as 

the Independent Communications Authority of South Africa (“ICASA”), into 

priority markets. MTN is committed to being a pro-active corporate citizen, 

having invested heavily, over more than 20 years, to try and meet exponential 

growth in demand and ensuring that South Africans have wide access to high 

quality mobile connectivity across the country, including in rural areas, at fair 

and reasonable prices within a competitive environment. 

1.7 MTN notes that the Provisional Report stipulates that the deadline for 

submissions of 14 June 2019 “will be strictly enforced” and we understand that 

the Inquiry has refused requests by other interested parties for an extension of 

the comment period. Given the complexity and wide-ranging nature of the 

issues canvassed in the Provisional Report, the limited detail furnished in 

respect of some of the Inquiry’s analyses, and the lack of opportunities for 

substantive engagement between the mobile network operators ("MNOs") and 

the Inquiry to date, a period of roughly six weeks is inadequate in order 

meaningfully to engage with all aspects of the Provisional Report. These 

submissions have thus been prepared under considerable time pressure and it 

has not been possible for MTN to address each and every aspect of the 

Provisional Report with which it disagrees. MTN must reserve its rights in this 

regard, including the right to address the contents of the Provisional Report in 

more detail should this prove necessary. 
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Executive Summary of MTN’s response to the Provisional Report 

1.8 The two bases that underpin the Inquiry’s assessment are: an international 

price comparison exercise, which the Inquiry uses to claim that data prices in 

South Africa are “high”, and an analysis of “headline” data tariffs, which the 

Inquiry uses to claim that the structure of data prices is “anti-poor”. 

1.9 The international price comparisons undertaken by the Inquiry are unreliable, 

and are not any robust form of evidence on which to base its assessment or 

recommendations. International price benchmarking exercises are extremely 

difficult to carry out in a meaningful way due to the many confounding factors 

that vary substantially from country to country (as discussed further in Section 

2). While prices in South Africa may, depending on the measure used, be 

higher than those in some other countries, the overwhelming rationale for this 

is the extreme spectrum constraint in South Africa.  

1.10 Vigorous rivalry amongst MNOs has ensured that consumers benefit from 

access to data connectivity with competitive and innovative pricing and high 

network quality, within the constraints of the relevant technological context in 

each time period (as discussed further in Section 4). The clear and obvious 

recommendation is the allocation of more spectrum, and a more efficient and 

pro-competitive regulatory stance towards spectrum sharing and trading. The 

strong competitive dynamic within the industry would then ensure that 

consumers would benefit from the substantial efficiencies that would be 

released by additional spectrum.  

1.11 The Inquiry’s conclusion that the structure of pricing is “anti-poor” is incorrect, 

and an analysis of data already submitted to the Commission shows the direct 

opposite. MTN provides the lowest effective data rates to those prepaid 

subscribers who spend the least on mobile services. These susbcribers are 

adept at responding to and taking advantage of promotional and free data 

options, which account for the vast majority of their data consumption (as 

discussed further in Section 3).  

1.12 MTN continues to implement numerous initiatives that constantly make mobile 

connectivity, and specifically data connectivity, more affordable and 

accessible. The Inquiry's recommendations to regulate retail pricing are likely 

to substantially harm the most vulnerable in society, by restricting and dis-
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incentivising MNOs from continuing to engage in these types of innovation and 

competition (as discussed further in Section 5). 
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2. International price comparisons 

2.1 Chapter 3 of the Provisional Report considers how South Africa’s data prices 

compare with those in a number of other international markets. This is 

intended to highlight, to the extent that prices are found to be higher relative to 

other jurisdictions, whether “prices in South Africa may be higher than they 

ought to be”, as well as whether there exist “competition concerns or cost 

concerns” in the South African data market.1 2 

2.2 Insofar as this analysis is intended to identify competition concerns, the 

Provisional Report essentially uses price benchmarks as a proxy for the state 

of competition within a particular market. However, international price 

benchmarking exercises are extremely difficult to carry out accurately such 

that any reliable inferences can be drawn, as there are many confounding 

factors that vary substantially from country to country.  

2.3 In this regard, the Inquiry itself acknowledges that “benchmarking is an 

imperfect and complex exercise” with “confounding factors [making] 

international price benchmarking difficult”, and that “there are difficulties in 

both conducting and interpreting such analyses”. 3 

2.4 Indeed, there are a number of factors that can be expected to influence the 

price of data that are not related to competition. These include both factors 

influencing the cost of providing data services, as well as demand side factors. 

2.5 Though the Inquiry does identify costs as another potential driver of high 

prices, the price comparisons presented in the Provisional Report do not 

attempt to either directly compare costs, or control for their influence on price. 

This is problematic as a number of factors that influence the cost of providing 

data services vary across countries. 4 

2.5.1 The geography of a country, in terms of both total area and topography, 

will affect the amount of radio access network ("RAN") sites in which an 

MNO must invest in order to provide network access across the country. 

                                                 
1  Page 32, paragraphs 84, 85 and 87 of the Provisional Report. 
2  Note that many of the benchmarking analyses used in this section rely on old data from 2016.  
3  Pages 32 and 38, paragraphs 86 and 114 of the Provisional Report. 
4  See paragraph 3.30 of MTN’s preliminary submission. 
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2.5.2 In a similar vein, the population density of a country will affect the 

number of sites required by an MNO in order to ensure both a good 

quality network and sufficient population coverage. 

2.5.3 Access to spectrum, both in terms of the total amount and range of 

frequencies, plays an important role in determining the number of RAN 

sites that an MNO requires. The Provisional Report itself recognises this 

in chapter 5 as well as in chapter 8.5 

2.5.4 The total size of a country’s population will affect the total demand for 

data services, as well as the amount of spectrum per person available to 

MNOs. This, in turn, will affect the number of RAN sites operators 

require to manage network capacity.  

2.5.5 The level of crime in a country affects the cost an MNO must incur in 

order to maintain its existing infrastructure. For instance, MTN loses over 

 every year in South Africa due to theft and vandalism. 

2.5.6 The nature of economic development in a country will also determine 

subscribers’ willingness to pay for mobile services, and how that 

willingness to pay might vary across the population will again influence 

the prices that are likely to be set, in a competitive market.  

2.5.7 The demographics of a population can be expected to affect the 

distribution of technologies demanded by an MNO’s consumer base, as 

this will depend on the distribution of handset technologies that 

consumers use. 

2.5.8 The regulatory obligations imposed on MNOs will also likely affect the 

cost of providing data services. For example, the regulation of mobile 

termination rates affects both an MNO’s ability to recoup the cost of 

processing calls from a competing network, as well as the amount that it 

costs for its own customers to be able to call competing networks’ 

customers. Universal service obligations also affect the costs of 

providing mobile services.  

5 Sub-section 5.1.1 and paragraph 493.3 of the Provisional Report 
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2.5.9 The cost and consistency of electricity supply has a significant effect on 

costs. Factors such as load shedding drive up costs, as MNOs either run 

RAN sites on generators or risk sites being shut down and denying 

customers access to communication services.  

2.6 Separately, headline data prices are a poor proxy for the overall state of 

competition in the mobile data market. There are a number of dimensions 

other than headline data prices on which MNOs compete with each other, 

including competition on quality, coverage and promotional offers. MNOs 

compete on a number of non-price factors, and therefore an assessment of 

prices (let alone an assessment that only has regard to headline prices) does 

not provide a reliable insight into competition in the sector. It is thus vital that 

an evaluation of competition should also consider other indications of 

competition, not only headline data pricing.6 These include, but are not limited 

to: 

2.6.1 other components of the commercial offer to customers, such as voice 

and SMS pricing, handset pricing (as discussed further below) and any 

promotions, free-data or subsidies;  

2.6.2 network quality and coverage;  

2.6.3 technological innovation; and  

2.6.4 initiatives to improve user experience, such as contractual innovations, 

new customer service innovations, new distribution and top-up 

mechanisms, promotions, and new and attractive features including 

zero-rated applications, all of which can affect the affect the effective 

price that subscribers pay for data.  

2.7 These dynamics can be summarised in the following diagram. Here, the 

factors and constraints that MNOs must deal with in providing mobile services 

are presented as the red arrows on the left. These feed into the market and 

inform how the market operates. The yellow tabs on the right represent the 

market outcomes that may act as potential indicators of the state of 

competition in the market. 

6 Paragraphs 3.37 to 3.40 of MTN’s preliminary submission. 
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Figure 1: Relationship between factors affecting the mobile data market
and market outcomes 

Source: RBB Economics 

2.8 Many of the market features presented directly contradict the assumption that 

higher headline data prices mean less effective competition. By way of 

example, suppose that consumers place a high value on comprehensive 

geographic coverage when choosing a mobile operator. This may lead MNOs 

to compete for customers based on geographic coverage. Such a competitive 

dynamic may be expensive for operators since an MNO would either need to 

invest in its own physical network or arrange access to a competitor’s network 

in order to expand its geographic coverage. These costs would need to be 

recouped, and although prices may rise as a consequence, this is not 

indicative of a lack of competition. It is, on the contrary, a product of robust 

competition.  

2.9 By way of illustration, MTN offers South African consumers a particularly high-

quality network. Figure 2 shows the relative scores of the best networks in 

each country tested by P3 Network Analytics, an internationally recognised 

provider of network quality benchmarking reports. MTN achieved a score of 

812 out of 1000, which puts MTN in South Africa on par with premium MNOs 

in Europe in terms of network quality, and well ahead of other MNOs in Africa. 
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Figure 2: Country score (out of 1000) of winning networks 

Source: P3 analysis 

2.10 In order to be able to draw any reliable inferences from a cross-country 

comparison, both the cost factors and other dimensions of competition 

discussed above would need to be adequately considered. Without this, a 

cross-country comparison cannot be meaningfully employed, since prices 

could simply be (i) driven by differences in costs, and/or (ii) a poor measure of 

how MNOs compete.  

2.11 It would likely be impossible to adequately account for all these factors in 

practice, for two reasons. First, the necessary data is unlikely to be available. 

For example, such an exercise would require access to information on foreign 

operators’ costs of providing data services, spectrum allocations, number of 

subscribers, and network speed and coverage. In addition to access issues, 

many of the relevant factors are multi-dimensional and would be difficult to 

quantify or categorise, such as the regulatory regime, or geographical or 

demographic factors. Second, the mechanisms that would need to be 

implemented in order to adequately control for these factors are complex. By 

way of example, some factors are likely to be interrelated, such as economic 

development, consumer preferences and demographic factors. The regulatory 

regime might affect the ways in which any given level of competition would 

translate into headline retail prices, while those headline retail prices might in 

turn be weighed up against other competitive outcomes, such as promotions 

and handset pricing. 

2.12 Moreover, even apart from all of the empirical and economic difficulties 

highlighted above, there is no theoretically robust benchmark against which 
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South Africa can be compared in such an exercise. That is, it is difficult to 

objectively determine what the relevant benchmark price should be in 

providing data services under effective competition, on a cost-oriented basis, 

under different regulatory and socio-economic constraints.  

2.13 Finally, it is entirely unclear what an “acceptable” relative price benchmark 

would be, i.e. where one should expect South African data prices to rank 

relative to other countries. This is apparent from the Provisional Report, which 

states that, although South Africa “is far from being amongst the best 

performers in terms of pricing”, it “is in general terms not the worst performer 

in terms of prices both globally and in Africa”.7 At no point does the Provisional 

Report motivate on what basis South Africa should be expected to perform 

better (or worse) in terms of pricing than it does.  

2.14 The analysis in the Provisional Report is also unable to substantiate what 

prices would be acceptable for South Africa based on socio-economic factors 

such as affordability, as these factors are wholly independent of South Africa’s 

ranking of headline prices and is rather dependent on per-capita income and 

other economic variables. This defect is addressed in the report prepared by 

Mobile Market Development, which is attached marked Annexure "A".8 

2.15 The empirical and theoretical difficulties outlined above demonstrate that the 

price benchmarking analysis presented in the Provisional Report is not a 

robust basis on which to initiate any further analysis. In turn, such price 

comparison studies do not provide a reliable basis on which to assess any 

recommendations or remedies made later on in the report.  

2.16 Despite the complexities outlined above, the Inquiry has drawn strong 

conclusions based on its benchmarking analysis and has sought to use the 

analysis as part of the motivation to make recommendations that would be far-

reaching and intrusive.  

2.17 The shortcomings of such an approach become even more apparent when 

one has regard to the fact that, as MTN has previously explained, other cross-

country analyses reach strikingly different conclusions.  

7 Data Services Market Inquiry Provisional Findings and Recommendations, 24 April 2019, page 33, paragraph 89. 
8 Paragraphs 3.45 to 3.50 of MTN’s preliminary submission. 



13 

Page 13 of 70 

2.18 By way of example, Table 1 below presents the results of three indices which 

aim to measure the overall information and communications technology 

("ICT") and broadband performance of a country. These measures are built 

from a number of indicators across factors in the ICT sector, such as 

infrastructure, accessibility, usage, education and skills, affordability, and 

relevance of available content.  

2.19 As the results show, South Africa performs relatively well within the Southern 

African Development Community ("SADC") and Africa regions, ranking in the 

top three countries across all three indices.  

Table 1: South Africa’s performance in overall ICT and broadband performance indicators 

Index Date updated SA score SADC 

Ranking 

All-Africa 

Ranking 

BRICS 

Ranking 

ICT Development 
Index 

November 2017 4.96 / 10 3 / 15 

Mauritius 1st, 
Seychelles 2nd 

3 / 44 

Mauritius 1st, 
Seychelles 2nd 

4 / 5 

Russia 1st, Brazil 
2nd, China 3rd 

Inclusive Internet 
Index 

February 2018 73.9 / 100 1 / 9 1 / 24 4 / 5 

Russia 1st, Brazil 
2nd, China 3rd 

Mobile 
Connectivity Index 

September 2018 59.9 / 100 2 / 14 

Mauritius 1st 

3 / 45 

Mauritius 1st, 
Tunisia 2nd 

3 / 5 

China 1st, Russia 
2nd, Brazil 3rd 

Source: MMD presentation titled “Challenging Perceptions of Data Market Prices”, 2018, slide 11. 

2.20 Table 2 below presents three further indices which consider the affordability of 

internet in different jurisdictions. Such measures combine a number of 

different indicators into an index, such as the costs of prepaid and post-paid 

tariffs, handset costs, average revenue per user ("ARPU"), gross national 

income ("GNI"), inequality, and tax costs.  

2.21 These affordability measures appear to show somewhat mixed results for 

South Africa, ranking between first and third in the SADC region and between 

second and thirteenth across Africa. Nonetheless, the results suggest that 

South Africa falls within the top third of countries for affordability within either 

the SADC or African regions.  
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Table 2:  South Africa’s performance in internet affordability indicators 

Hard data sets for evidence 
based test 

Date updated SA score SADC 

Ranking 

All-Africa 

Ranking 

BRICS 

Ranking 

Inclusive Internet Index  February 2018 85.5 / 100 1 / 9 2 / 24 

Nigeria 1st 

3 / 5 

Russia 1st, 
Brazil 2nd 

Mobile Connectivity Index  September 2018 60.8 / 100 3 / 14 

Mauritius 1st, 
Angola 2nd 

13 / 45 

(see note below) 

3 / 5 

Russia 1st, India 
2nd, China 3rd 

UN Broadband Commission / 
Alliance For Affordable Internet 
Affordability Test 

September 2018 2.5%  
(this just fails 

the target of 2% 
of per capita 

GNI for 1GB of 
data) 

3 / 9 

Mauritius 1st, 
Botswana 2nd 

6 / 26 

Egypt 1st, 
Mauritius 2nd 

3 / 4 

India 1st, Brazil 
2nd (Russia not 
included in the 

study) 

Source:  MMD presentation titled “Challenging Perceptions of Data Market Prices”, 2018, slide 14. 
Note:  As a direct comparison of prices as a percent of monthly per capita GNI, South Africa ranks 3rd in Africa. However, once income 

inequality is accounted for, this result drops to 13th place. 

2.22 While the rankings presented here suffer from some of the complexities 

described above, such as differences in geography and spectrum allocations 

across the various countries, they do at least account for more than headline 

prices in comparing the performance of international ICT sectors. As the 

results show, these factors can have a significant effect on the results of such 

a comparison, with South Africa performing significantly better on these 

indices than on those presented in the Provisional Report. This highlights the 

difficulties inherent in conducting such a comparison robustly and, as a 

consequence, the usefulness of such comparisons. 

2.23 This simple observation alone should have dissuaded the Inquiry from placing 

reliance, and drawing conclusions, based upon the outcomes of cross-country 

comparisons that have regard only to headline pricing.  

2.24 Moreover, having explained the difficulties in doing meaningful cross-country 

comparisons, MTN notes that there are various miscalculations and flaws in 

the cross-country comparison that the Inquiry relies on in coming to its 

conclusions. The numerous flaws in the cross-country comparisons 

undertaken by the Inquiry, and explained more fully in Annexures "A" and 

"B", clearly demonstrate that this part of the analysis cannot be a reliable 

basis for any recommendations.  

2.25 MTN is surprised that the Commission focused such a significant amount of 

resources in attempting to show prices were “too high” by reference to clearly 

flawed international price comparisons, but did not look at in-country indicators 
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for whether SA pricing might be deemed to be excessive.  

 

 

  

2.26 As discussed above, it is incorrect to consider prices without also considering 

a range of other confounding variables, in particular cost factors. “High” prices 

by international standards (whatever that might mean) could well deliver 

“normal” profits if costs were higher in South Africa than in the jurisdictions 

used for the benchmarking exercise. Simply comparing prices across 

countries to conclude that they are “too high” without looking at relative cost 

difference is a deeply flawed exercise.  

  

 

 

  

  

         

          

          

 

  

 

 What the Inquiry perceives to be “high” prices in South Africa 

may be entirely explained by higher costs, thereby removing the basis for the 

Inquiry's finding.  

9 https://www.mtn.com/investors/.  
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3. Price differentials

3.1 Chapter 4 of the Provisional Report covers the “structure” of data prices in 

South Africa. In this chapter, the Inquiry sets out its provisional findings on the 

observed per GB price differential between (i) those who use large volumes of 

data (or who buy large data bundles), and (ii) those who use small volumes of 

data (or who buy small data bundles). These findings are based on 

information provided by third-party stakeholders (such as Tarifica), the 

Inquiry’s own research, and/or data submitted by the MNOs (MTN, Vodacom, 

Cell C, and Telkom). 

3.2 In short, the Inquiry provisionally concludes that small volumes of data cost 

more than large volumes of data, on a per GB basis, and that this results in a 

data pricing structure that is “anti-poor” (i.e. the ostensible differential pricing 

limits the extent to which poorer South Africans can access and use data). 

The Provisional Report, in turn, proposes a set of recommendations with a 

view to addressing the perceived price differentials, including the following:10 

3.2.1 MNOs should voluntarily commit to reducing headline tariff levels to the 

average effective level of charges inclusive of occasional free data and 

promotions; 

3.2.2 the price of smaller data bundles (less than 1GB) should be reduced to 

be within 25% of the effective average rate of the 1GB bundles 

(including free and promotional data offers) on a per MB basis; 

3.2.3 the maximum price differential between in-bundle and out of bundle 

("OOB") rates should be at most 25% of the effective average rate 

(including free and promotional data offers) on a per MB basis; and 

3.2.4 the zero-rating of public benefit organisation ("PBO") content should be 

formalised.  

3.3 As an aside, there appears to be some internal tension between the first and 

last of the Inquiry’s recommendations, in that the Inquiry wants to see zero-

rated data apps formalised, and yet also wants free data to be incorporated 

into headline prices.  

10  Provisional Report, chapter 8. 
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3.4 More fundamentally, this section of the Provisional Report is entirely 

undermined by a central factual error: consumers who spend smaller amounts 

on mobile services benefit from lower effective rates for data connectivity than 

consumers who spend larger amounts on mobile services. MTN’s data pricing 

is in fact “pro-poor”, and not “anti-poor”. 

3.5 Using the 1 million observation dataset that was provided to the Inquiry in 

October 2018 (“the 1 million observation dataset”), Figure 3 below shows the 

effective data price per MB (effective rate) for subscribers according to how 

much those subscribers spent on mobile services (including data, voice, and 

SMS revenues).  

3.6 In this figure, each data point accounts for 1 percent of MTN prepaid 

subscribers who use data services, so the figure shows not only the overall 

relationship but also the relative numbers of subscribers facing different 

effective rates.  
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3.7 The use of the total ARPU, rather than the data volumes, is appropriate given 

that it cannot be correct to classify consumers as “poor” based on the volumes 

of in-bundle data used, if this is directly contradicted by their overall spend on 

mobile services, which includes not only data spend but also spending on 

mobile voice and SMS services. In any event, a similar pattern emerges if 

consumers’ spend on data services alone is considered (rather than spend 

across data, voice, and SMS). Figure 4 below illustrates that effective data 

prices are higher for those who spend more on data, and again  
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3.8 These low effective rates are largely driven by the 
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3.10 This analysis also indicates that the Inquiry is mistaken in its assessment that 

poor consumers do not understand or make use of effective rates. The clear 

evidence is that consumers who spend the lowest amounts on mobile services 

are the most adept at taking advantage of promotional offers and free data. 

South African consumers are indeed very savvy at maximising the 

opportunities to reduce the cost to communicate. The provision of data 

consumption avenues that allow subscribers to pay lower effective rates than 

what may be reflected in headline prices is a key dimension of competition in 

this market. On this basis, MTN contends the Inquiry’s view that there are 

failures in the market for the provision of data services is flawed.11 

3.11 ICASA has also recognised that South African consumers respond positively 

to promotional and other offers, stating the following in its recent biannual 

report: 

“The Authority observed competitiveness between licensees in terms of 

the number of promotions that were on offer in the market, during the 

                                                 
11  MTN takes issue with the Inquiry’s assertions in this regard, in particular those contained in paragraphs 253 and 255.5 

of the Provisional Report. 
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period under review, with 31 promotions launched. Most of these were 

either extensions, amendments and/or reintroductions of previous 

promotions, which signals that customers react positively to promotions 

and it is therefore a strategic tool by licensees to incentivise, reward 

(loyal customers) and attract new customers.” 

3.12 Indeed, substantial churn rates also show that subscribers respond very 

readily to promotional offers, and changes in effective prices. Figure 6 below 

shows that the number of prepaid subscribers that join and leave the MTN 

network from month-to-month is substantial, ranging from approximately  

 These figures are based on a 

very strict definition of churn, based  

 

 The Inquiry itself appears to 

recognise, at paragraph 395 of the Provisional Report, that prepaid churn 

rates are high in the market. 

  

 

3.13 By way of a further illustration of this dynamic, MTN has prepared various 

geographical analyses that show that the effective data rates applicable to 

data sessions that take place in townships, informal settlements and other 

generally poorer areas are typically lower than those areas often considered 

wealthy. Figure 7 below shows the effective data price across suburbs in 
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Johannesburg (other regions are discussed in more detail in Annexure "C"). 

In this figure, cooler colours (i.e. greens and blues) are indicative of lower 

effective rates, while warmer colours (i.e. oranges and reds) are indicative of 

higher effective rates.  

3.14 Suburbs such as  

 

 

 

 Not only are the effective rates paid by lower income customers 

less than what wealthier customers pay, but lower income customers use 

bundles and free/promotional data to manage their data costs to greater effect 

than wealthier customers.  

  

 

3.15 Additionally, it is typically more expensive for MTN to provide data services to 

subscribers in typically poor areas. Distribution costs for SIM cards and 

recharge packages can be significant, and are typically higher for subscribers 

in rural areas, and are higher as a proportion of total value for low value users. 

MTN has continued to invest and innovate in its distribution strategies, to more 

effectively reach lower income subscribers. By way of example, MTN has set 

up sales points at taxi ranks while also investing in developing the taxi ranks.  

3.16 Figure 8 below, shows a similar geographic breakdown across a portion of the 

Gauteng region, and shows “spectral efficiency”, which is a measure of the 
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overall efficiency of data connection within each area. The efficiency of data 

connections (or amount of spectrum required to deliver a given amount of data 

in a given time period) is heavily dependent on the technology involved – 2G 

connections require far more spectrum than 3G connections, and 3G 

connections in turn require far more spectrum than 4G connections, in order to 

deliver the same data within the same time period. The technology that can be 

used to implement data connections within a given area must be responsive to 

the handset population of subscribers who connect in that area. Where 

subscribers predominantly use 2G or even 3G phones, MTN must use much 

more spectrum (and hence achieve much lower spectral efficiency, or provide 

much less data for similar costs) than where subscribers predominantly use 

4G phones. As discussed further below, MTN has engaged in substantial 

initiatives to lower the cost of 3G and 4G enabled, smartphone handsets.  

 

 

 

3.17 In this figure, cooler colours (i.e. greens and blues) are indicative of higher 

levels of spectral efficiency, whereas warmer colours (i.e. oranges and reds) 

are indicative of lower levels of spectral efficiency. The figure shows that it is 

less efficient, and therefore more costly, for MTN to offer data connections in 

those areas that are typically considered to be poor  

, relative to those areas that are typically considered to be wealthy 

. As a result, MTN earns a far higher margin when 

providing data connections in wealthier areas, which in effect subsidises the 

provision of data into “poorer” geographic regions.  
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3.18 Moreover, and as illustrated by the examples discussed above, MTN has 

engaged in a continuous stream of initiatives that have dramatically lowered 

the price of data, in particular for subscribers who spend the least on mobile 

services. For example, Figure 9 below shows that, over the period February 

2018 to July 2018, the effective price for data fell noticeably, for all ARPU 

groups. Similar to Figure 2 above, Figure 9 illustrates that effective data prices 

are higher for those who spend more on mobile services.  
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3.20 The Inquiry asserts that “observing a decline in the revenue per GB does not 

necessarily equate to an observation of lower effective prices, [… because] we 
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know that data usage by individual consumers is increasing and therefore 

expect revenue per GB to be falling over time even if prices did not decline”.12 

3.21 Although it is somewhat unclear, the Inquiry appears to be asserting that, as 

data volumes increase, consumers move into the larger volume (and 

therefore, in the Inquiry’s view, lower priced) “groups”, such that revenue per 

GB falls, even if the prices applied to each volume “group” do not change. The 

analysis presented above demonstrates that such a claim is incorrect. 

Figure 9 and Figure 10 each show that subscribers spending the same 

amount on mobile services each month would have benefited from 

progressively lower effective rates. By way of example,  

 

 

 Even if this 

were not the case, the Inquiry’s assertion would be misguided, as the mere 

growth in demand would additionally move all consumers into the cheaper 

(larger volume) groups, which is clearly beneficial, in that consumers are able 

to experience lower effective rates. As an aside, MTN also rejects the Inquiry’s 

assertion that pre-paid volume growth has been “sluggish”,13 when pre-paid 

and post-paid volumes have experienced similar percentage growth rates over 

the past 3 years; the 1 million subscriber dataset shows that  

  

3.22 The results set out above stand in stark contrast to the conclusions set out in 

the Provisional Report. In particular, MTN provides consumers with various 

ways in which they can lower their effective price for data, the results of which 

are that those who spend the least on all mobile services pay the lowest 

effective data prices, and are able to attribute the majority of their data 

volumes to free data. On this basis, MTN strongly disputes the Inquiry’s 

conclusion that the structure of data prices is “anti-poor”.14 We thus take 

strong exception to this conclusion in the Provisional Report and to various 

other disparaging statements in the Provisional Report, such as the 

                                                 
12  Paragraph 358 of the Provisional Report.  
13  Paragraph 249 of the Provisional Report.  
14  MTN takes issue with the Inquiry’s assertions in this regard, in particular those contained in paragraphs 250, 251, and 

253 of the Provisional Report.  
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suggestion that the MNOs are "exploiting" lower income consumers, when the 

precise opposite is true.15  

  

                                                 
15  Paragraph 252 of the Provisional Report. 
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4. The nature of competition 

4.1 Chapter 6 of the Provisional Report considers the state of “mobile 

competition”. 

4.2 The Inquiry has, with respect, presented a simplistic analysis, that is 

fundamentally driven by an overemphasis on market structure, while not 

considering the nature of competition that actually occurs. By way of example, 

the Inquiry concludes that MTN and Vodacom’s prices do not appear to have 

reacted to price cuts by Cell C and Telkom in the past, while ignoring the way 

that effective prices actually do change over time, and that a large proportion 

of MTN’s subscribers, in particular its subscribers that spend the lowest 

amounts on mobile services, constantly join and leave different networks, to 

respond to and take advantage of competitive promotional bundles and offers 

targetted at new and low-spend subscribers.  

4.3 In addition to the fact that (as explained above) the Inquiry’s emphasis on 

headline prices disregards the fact that MNO’s vigorously compete on 

effective price through free and promotional data, there appears to be 

inconsistent and insufficient consideration of the fact that MTN and Vodacom 

also compete on non-price factors such as quality and coverage, and that pro-

competitive outcomes have been observed on these fronts. A key element of 

competition has been investing to address exponential growth in demand; a 

crucial consideration which the Inquiry fails adequately to take into account.  

4.4 Moreover, the Inquiry concludes that barriers to new entry are high, but 

ignores some of the additional challenges that the larger operators face (such 

as substantial 2G populations and rural coverage obligations), and the 

advantages that favour some new entrants (such as better information on 

demand in different areas).  

4.5 The majority of South Africans have little or no access to fixed connectivity. By 

contrast, mobile connectivity gives millions of South Africans access to 

information, by providing extensive geographic and population coverage, and 

affordable costs to connect. Mobile connectivity is the pathway by which most 

people conduct business, and receive education, banking and financial 

services, government services and healthcare. Mobile connectivity is a vital 

contributor to economic growth, employment and the alleviation of poverty and 

inequality.  
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4.6 Fierce competition amongst MNOs has driven continuous and significant 

investments that have resulted in nearly universal coverage, and the delivery 

of data volumes that have grown exponentially, network quality that has 

constantly improved, and pricing that has fallen dramatically year after year.  

4.7 Even a cursory look at market structure indicates that competition is 

functioning effectively. During the period 2015-2018, the later entrants (Cell C 

and Telkom) have experienced considerable growth in shares of data 

revenues and total revenues, with Telkom also experiencing growth in its 

subscriber base. Telkom’s share of revenues increased by over 147% in this 

period, and Telkom’s Provisional Annual Results for 2019 state that it 

achieved 86% growth in active mobile subscribers.16  

4.8 In contrast, MTN and Vodacom both lost market share in the relevant period 

as later entrants exerted considerable competitive pressure on these larger 

operators.17 These figures clearly indicate a dynamic market for mobile 

services and, in particular, for mobile data. 

4.9 We now proceed to discuss the different dimensions of competition in the 

mobile data market (namely infrastructure, retail and wholesale competition), 

demonstrating MTN’s considerable contribution to effective competition and 

consumer welfare enhancements. This is discussed further in Annexure "D". 

MNOs have made very significant infrastructure investments, on a 

continuous basis, over a very long period of time18 

4.10 A significant focus of competition in the mobile communications market is on 

investment in infrastructure, which has created dramatic improvements in 

terms of network quality and coverage, and thereby consumer welfare. MTN 

has invested around ZAR 100 billion in capital expenditure over more than 20 

years, with ZAR 70 billion in the past 10 years alone.  

4.11 MNOs in general have made massive investments in improving the quality and 

coverage of their networks, and in introducing better, more efficient, and faster 

                                                 
16  Telkom Provisional Annual Report 2019, page 16.  
17  The Inquiry uses the same figures to conclude, in paragraph 340, that “market shares figures convey a concentrated 

mobile market where […] Cell C and Telkom have struggled to gain a presence in the market”. The available evidence 
contradicts this. 

18  Paragraphs 3.3 to 3.5 of MTN’s preliminary submission. 
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technologies each year. These very large investments have been made on a 

continuous basis, over a long period of time. It is these investments that result 

in the pro-competitive benefits noted above, and it is these same investments 

that cannot be interrupted without massive harm to competition and 

consumers. It is imperative that excessive regulation does not dampen the 

incentives to continue making these investments in improving services, 

including extending coverage and providing faster, newer technologies to all 

South Africans. There is simply no credible alternative to deliver mobile 

services to any substantial portion of the population, in particular, the poorest 

and most vulnerable, but via the continued investments by the MNOs.  

4.12 Figure 11 below shows the significant capital investments made by each of 

MTN, Vodacom and Telkom, from 2015 to 2017. Clearly, MTN has invested 

substantially more than other MNOs, even in comparison with Vodacom – a 

firm that enjoys significantly more subscribers, and extracts far higher 

revenues from each subscriber. While Telkom has increased its own capital 

investment, its total investment for 2017 is much smaller than MTN’s, by an 

approximate factor of 6. 

Figure 11: MNOs’ capital expenditure, 2015 - 2017 (R’ millions) 

 

Source: Vodacom, MTN, Cell C, and Telkom annual financial statements 

4.13 Furthermore, Figure 12 below shows that MTN has invested significantly in 

improving its network quality in recent years, in order to broaden coverage and 

improve accessibility across the South African landscape.  
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 This figure 

illustrates some of the scale and complexity of MTN’s investment, and the fact 

that MTN has built upon a history of continuous and significant investment in a 

way that could not be achieved over a short period of time. Given the 

acceleration in investment that will be required to meet ongoing exponential 

growth in demand for data, this position could not quickly be recovered if 

excessive regulatory intervention were to dampen the incentives to invest. Any 

harm is likely to be long-lasting, and costly to recover from. Should any 

intervention disincentivise MNOs from investing, consumers will face 

geographic coverage issues as well as quality issues for many years. 

   

  

4.14 Despite serving a large and rapidly growing demand, considerable investment 

has allowed MNOs to offer better and better quality mobile services, 

increasing both speed and coverage over time. This continuous improvement 

is the result of significant network investment within a competitive 

environment.  

4.15 Table  below shows the increased average connection speed as well as peak 

connection speed recorded by Akamai from 2014 to 2017. Average 

connection speeds increased by 158% while peak connection speed 
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increased by 224% from 2014 to 2017.19 

Table 4: Average vs peak connection speeds in South Africa, 2014 - 2017 

Year Average Connection Speed Peak Connection Speed 

 Q1 Avg. Mbps Q1 Peak Mbps 

2014 2.6 10.0 

2015 3.4 16.8 

2016 6.5 30.1 

2017 6.7 32.4 

Source: Akamai’s [state of the internet] Q1 2014 – Q1 2017 report, available 
[https://www.akamai.com/fr/fr/multimedia/documents/state-of-the-internet/q1-2017-state-of-the-internet-
connectivity-report.pdf] 

4.16 Figure 13 shows South Africa’s average broadband speed (in kbps) over the 

past decade, from Q3 2007 to Q4 2016. Over the past decade, average 

connection speeds have increased by more than 7 times, an incredible 

increase in quality, in particular in light of the exponential growth in demand.  

Figure 13: Average mobile broadband speed (in kbps) Q3 2007 – Q4 2016  

 

Source: https://mybroadband.co.za/news/broadband/202144-south-african-internet-speeds-2007-to-2016.html  

4.17 MTN is particularly strong in this regard. P3 has now rated MTN as the best 

network in South Africa, noting that the MNO has made extensive investments 

in LTE, resulting in a significant improvement in the LTE user experience. The 

table below shows the results of this research. 

                                                 
19  Paragraph 3.7 to 3.8 of MTN’s preliminary submission.  
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Table 5: P3 Communications Mobile Network Quality Scores, 2019 

MNO Voice Data Crowdsourced 
quality 

Total Score 

MTN 288 428 113 829

Operator 2 246 406 109 761

Operator 3 158 357 105 620

Operator 4 74 243 67 384

Source: https://mybroadband.co.za/news/cellular/297812-mtn-has-the-best-network-in-south-africa-confirmed-by-p3.html 

4.18 In addition, MyBroadband Insights has ranked MTN as the best mobile 

network in South Africa – a conclusion based upon 345 700 speed tests 

performed in 2019. The table below shows the results of the tests, which 

clearly place MTN ahead of its competitors. This is another indicator of MTN’s 

significant investment into network quality. 

Table 6: Average mobile network connection speeds in South Africa, 2019 

MNO Download speed 
(Mbps) 

Upload speed (Mbps) Latency Network Score 

MTN 32.99 13.04 35 10.00

Vodacom 27.21 11.06 41 8.33

Rain 21.62 9.21 41 7.01

Telkom 21.99 4.88 46 6.26

Cell C 17.19 8.55 48 5.89

Source: https://www.biznews.com/briefs/2019/04/08/mtn-mobile-network-quality-report 

4.19 MTN has also invested heavily in increasing coverage for all South Africans. In 

this regard, MTN has had to maintain and upgrade different technology layers 

simultaneously, in order to continue to cater for older 2G devices 

(predominantly for voice connectivity) and newer and faster technology layers 

(primarily for data connectivity). 
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4.20 Figure 14 shows the population coverage of MTN’s different technology 

layers, which have each expanded rapidly. MTN has long achieved over 98% 

coverage of the population with its 2G technology layer. In 2007, MTN had 

only recently introduced 3G services, and covered 6% of the population. This 

increased rapidly to 48% in 2009, and then over 95% in 2017. MTN introduced 

4G services in 2012, and had quickly expanded coverage to over 88% of the 

population by August 2018. 20 

Figure 14: MTN’s population coverage for different mobile phone technology

layers (2012 to 2018) 

 

Source: MTN analysis  

4.21 Moreover, MTN has continued to invest heavily in expanding coverage for 

poorer, rural communities. Rural areas account for the largest share of total 

sites. Figure 15 below evidences this, showing a clear year-on-year increase. 

Customers are the direct beneficiaries of these geographic coverage and 

quality increases. This should be taken into account when any economic 

regulator reviews a market. 

                                                 
20  Paragraphs 3.10 of MTN’s preliminary submission. 
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4.22 Furthermore, investment has facilitated and addressed exponential growth in 

data volumes. 

4.23 While voice calls previously dominated total mobile traffic, the volume of 

mobile data traffic has now far outstripped voice, and has continued to grow 

exponentially. Increased demand for services such as video streaming, 

wearables and machine to machine (M2M) data as well as Internet of Things 

(IOT) continue to contribute to the rapid growth in demand for data.  

4.24 MTN’s data traffic has increased by 31 times over just seven years from 2010 

to 2017, as shown in Figure 16.21 

                                                 
21  Paragraphs 3.13 of MTN’s preliminary submission. 
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Figure 16: MTN data traffic 2011-2016 (PB) 

 

Source: https://mybroadband.co.za/news/cellular/213530-this-simple-graph-shows-mobile-datas-incredible-
growth.html  

4.25  

 

  

 

4.26 Notwithstanding the numerous indicators and figures mentioned above, which 

show significant procompetitive outcomes, the Inquiry asserts that significant 

first-mover advantages hinder the ability of later entrants to participate in the 

infrastructure dimension, and subsequently to contribute towards wholesale 
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and retail competition. However, the Inquiry fails to take into account the 

numerous features of the market in which later entrants have substantial 

advantages over incumbents. In addition, the Inquiry does not consider the 

impact of technological change on how infrastructure competition works. 

4.27 MTN has provided, in fairly quick succession, 2G, 3G and 4G services to 

consumers. However, many South Africans have not upgraded their devices 

as regularly, meaning that many subscribers still only use 2G or 3G 

compatible handsets, and so require 2G or 3G networks. A 2G data 

connection requires far more spectrum to achieve the same speed compared 

to an equivalent 3G/4G connection, meaning that the larger network operators 

are unable to utilise their spectrum efficiently. By contrast, later entrants may 

not have the obligation to serve customers that still use 2G or 3G devices (or 

to serve 2G or 3G customers in such large volumes as the larger MNOs), and 

as a result, would be able to host more customers per unit of spectrum.  

4.28 Furthermore, infrastructure advantages do not last particularly long in the 

rapidly evolving mobile communications market. Evidence suggests that 

mobile markets experience technology cycles that last for 7-8 years.22 As a 

result, later entrants can match the infrastructure capability of incumbents, at 

least in regard to new technology layers, or within urban metropolitan areas, 

without having to invest as extensively in wide coverage, or in previous layers 

of technology. 

4.29 Moreover, the considerable investments of MTN and Vodacom means that 

later entrants have a huge advantage in following these early investments. 

New entrants can use historical investments as a guide to the distribution of 

demand throughout the country, and can negotiate roaming and infrastructure 

sharing arrangements. 

4.30 Finally, the Inquiry contends that mobile termination rates are too high, which 

acts as a first-mover advantage. However, these rates have already been 

subject to regulatory intervention, a fact which the Inquiry acknowledges.23 

Overall, the available evidence indicates that there are significant advantages 

for late entrants in the market. 

                                                 
22  GSMA & Frontier Economics, 2015. Assessing the case for in-country mobile consolidation. 
23  Paragraph 398 of the Provisional Report. 
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4.31 For the reasons set out above, MTN submits that investment stimulated by 

infrastructure competition has delivered significant benefits for the South 

African consumer, and has not restricted the ability of later entrants to 

compete. 

Wholesale competition 

4.32 Competition at the wholesale level is vigorous, with MTN and Vodacom 

competing fiercely to provide wholesale services to later entrants. This 

competition occurs in an environment characterised by a considerable 

spectrum constraint. 

4.33 The structure of the South African market is similar to that of many 

international markets. In many highly competitive international markets, there 

are two or three major infrastructure players providing wholesale services to 

smaller operators and mobile virtual network operators ("MVNOs"). In the UK, 

for example, extensive network and infrastructure sharing arrangements have 

resulted in two, large, and well-developed infrastructure offerings, which 

allows the country to reap the substantial benefits of economies of scale at the 

network level, while also driving vigorous competition at the wholesale and 

retail levels. The UK is seen by its own regulator as having “the most 

competitive fixed and mobile markets in the EU”.24 It is incorrect for the Inquiry 

to conclude that having two major infrastructure players will likely result in 

competitive distortions.  

4.34 The primary constraint on even more vigorous wholesale competition is 

additional spectrum allocation, to those two large infrastructure players, which 

would efficiently release substantial capacity, and heighten incentives for 

wholesale competition.  

4.35 Even in the presence of extreme spectrum constraints, MTN and Vodacom 

have concluded a significant number of sharing agreements with the smaller 

networks, providing access to network infrastructure and capacity.  

4.36 The table below shows the number of shared infrastructure sites that have 

been activated on MTN’s network in recent years.  

                                                 
24  https://www.ofcom.org.uk/about-ofcom/latest/media/speeches/2015/competition-telecoms. 
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4.37 Moreover, different MNOs have extensively shared infrastructure sites over a 

long period, such that each MNO typically hosts a substantial portion of sites 

on which other MNOs act as guests, as summarised in the following table.  

   

  HOSTS   

     

      

      

      

      

      

  

  

 

 

 

 

 

  

   

          

 
 
 

         

  

Retail competition 

4.39 Indicators of retail competition provide significant evidence that competition in 
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this dimension is effective. Retail competition occurs across price and non-

price factors, and each has important effects on consumer choice and welfare. 

Even in a market where larger operators might not have responded to 

headline pricing pressure from later entrants, this would not necessarily 

indicate that competition is weak, given the numerous dimensions upon which 

MNOs can compete, such as quality, infrastructure and innovative offerings. 

4.40 When assessing pricing, the Inquiry should consider all of the aspects that 

relate to pricing, and the commercial terms offered to subscribers more 

generally. Specifically in regard to data pricing, it is important to consider 

effective prices (i.e. the prices actually paid by consumers, and which are the 

prices that customers respond to), and not merely headline rates.  

4.41 The Inquiry seeks to justify its focus on headline rates by asserting that 

consumers only react to headline rates, and that observed decreases in 

effective price do not reflect real decreases in pricing, but rather an uptake of 

larger data bundles at lower per MB rates. Both of these assertions are 

unsubstantiated and unfounded.  

4.42 As shown in Figure 9 above, effective prices have decreased substantially 

over time for subscribers in all ARPU groups. That is, consumers who paid the 

same amount for mobile services in July 2018, received a lower effective rate 

than those who paid the same amount for mobile services in February 2018. 

Even among consumers that are spending the same amount each month, the 

per MB rate is decreasing. Moreover, the high proportions of total data 

consumption that are accounted for by promotional and free data, and the 

evidence of high levels of churn between networks shows clearly that 

subscribers are acutely aware of effective rates (including in and out-of-bundle 

rates as well as promotional and free offers), and respond to these effective 

rates. As an aside, the Inquiry exclusively considers post-paid customers 

when discussing the churn rates. This is unjustified, given that the large 

majority of consumers are prepaid customers and that the rest of the Inquiry’s 

analysis is almost exclusively focussed on prepaid subscribers. 

4.43 The Inquiry goes on to state that even when accounting for effective prices, 

there is no indication of a competitive response by the larger MNOs to lower 

prices of the other MNOs. In seeking to support this statement, the Provisional 
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Report refers to a figure25 that shows the decreasing effective prices, stating 

that “MTN and Vodacom’s revenue per GB have largely followed the same 

pattern, perhaps indicating that the two largest MNOs only react to each 

other’s competitive pressure”. However, the very same graph presented by the 

Inquiry shows that Cell C also “largely follows the same pattern” as MTN and 

Vodacom. 

4.44 The effective price of mobile data connectivity has fallen significantly over 

time. MTN’s revenues per MB of data traffic fell 91% over just 7 years from 

2011 to 2018 even in nominal terms, as shown in Figure 18, below. Clearly, 

the fall in real (inflation adjusted) terms was even greater. 26 

Figure 18: Data pricing over time (MTN South Africa, nominal data revenues per 
MB, 2011-2018, indexed, 2011=100) 

Source: MTN Annual Financial Statements. 

4.45 MTN has also observed Vodacom’s prices falling: mobile data effective rates 

fell by 44% from 2014 to 2017.27  

4.46 In addition, as explained above in the discussion on price differentials, 

effective prices are considerably lower for lower-spending consumers, 

indicating a "pro-poor" pricing structure. This is critical in driving access for 

low-income subscribers and is due to pricing innovations and promotions that 

                                                 
25  Provisional Report, Figure 46. 
26  Paragraphs 3.15 to 3.19 of MTN’s preliminary submission. 
27  https://businesstech.co.za/news/telecommunications/191306/vodacom-claims-it-has-already-dropped-effective-data-

prices-by-44-in-3-years/. 
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allow cost-sensitive consumers to pay much lower effective rates. These 

initiatives include Steppa and Freedom plans, Social Media Bundles, seeding, 

promotional data offers, personalised Below-The-Line (BTL) direct marketing 

campaigns and recharge campaigns.  

4.47 The Steppa plan allows vulnerable customers using <5MB of OOB data per 

month to pay as little as 29c per OOB MB. The Freedom plan allows those 

customers using more than 5MB OOB data per month to opt into a flat rate of 

60c per MB of OOB data. Social media bundles allowed for popular social 

networks (such as Facebook, WhatsApp and YouTube) to be accessed from 

as little as R1. These are all examples of MTN’s initiatives – for further 

information regarding competing innovations from other networks, see 

Figure 20.  

 

 

 

 

 

 

  

4.48 As noted above, MTN is currently in the process of developing a number of 

additional targeted promotions.  
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4.49 Relatedly, handset prices have also fallen. Handset prices were previously a 

significant barrier for low-income consumers seeking to access mobile 

communications generally and mobile data in particular. A particular challenge 

in this context is created by the cost of smartphone handsets, and LTE 

enabled handsets, that can connect to the faster mobile data networks, to 

allow participation in mobile data connectivity. In response to these 

challenges, MNOs have undertaken initiatives to drive low-cost handsets as a 

means to compete for what was previously an under-served segment of 

society. This has been done by developing packages that subsidise the 

devices as well as by MNOs launching branded low-cost phones and 

smartphones.  

4.50 Figure 19 below shows the significant decrease in the prices of devices 

offered to consumers by MTN from 2013 to 2016. Most significantly, the price 

of LTE enabled devices fell by 86% over this period, while device costs have 

fallen on average by 66% across all devices (handsets and tablets).  

Figure 19: Handset pricing for consumers (MTN South Africa, nominal, 
2013 -2016) 

 

Source: MTN_SA_COMPETITION_INQUIRY_DATA_PRESENTATION.pptx 

4.51 In addition, MTN has, after the period covered by this graph, launched a 

number of 3G and 4G capable devices at low price points such as the KaiOS 

3G phone at R249 (MTN Smart S) and the Mobicel Astro phone for R429.  

4.52 There is significant evidence that MNOs compete vigorously with one another 

in regard to each of the factors described above, and that this competition has 

driven these outcomes. 
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4.53 Each of MTN and Vodacom has continued to invest in and expand their 

networks and has introduced new technology layers over similar time frames. 

By way of example, each of MTN and Vodacom re-farmed a significant portion 

of their spectrum in a race to launch LTE in Metro areas from 2012, at a time 

when both mobile operators were already considerably spectrum constrained. 

During this “race” to launch LTE, representatives made public announcements 

only days apart announcing the rolling out of the LTE network and the 

expected coverage.28 

4.54 Various media outlets, such as mybroadband,29 provide regular comparisons 

of MNO’s quality, coverage and pricing, enhancing consumers’ ability to 

choose amongst alternative offerings.  

4.55 Over the last year alone, there have been significant activities in aggressive 

competition for post-paid and prepaid subscribers. The following timeline 

details a selection of initiatives launched by different networks, indicating the 

competitiveness and responsiveness of South African MNOs. 

                                                 
28  https://techcentral.co.za/vodacom-mtn-in-race-to-4g/35100/. 
29  http://bandwidthblog.com/internet/best-data-bundles-south-africa/. 
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Figure 20: Timeline of competitive responses 

 
Source: MTN 

4.56 Several of the figures presented in this section have been previously 

submitted, or presented to the Inquiry, although in its Provisional Report the 

Inquiry has apparently not given due consideration to these figures, nor the 

vigorous competitive dynamic that they demonstrate. It thus appears that the 

Inquiry has failed to have adequate regard to the submissions and evidence 

that MTN has submitted to the Inquiry. 

4.57 In sum, detailed competitive interactions, on many dimensions of competition, 

and over a sustained period clearly illustrate the fierce nature of competition 

amongst the MNOs, and continue to drive benefits for consumers in the most 

efficient and effective way possible.  

4.58 Clearly, a market that is characterised by this intensity of competition cannot 

rationally be a candidate for additional regulatory intervention. 
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5. Recommendations 

5.1 Chapter 8 of the Provisional Report sets out several provisional 

recommendations, some of which it has asked the MNOs to voluntarily 

implement. To the extent that the MNOs do not do so, the Inquiry has 

indicated that the Competition Commission may investigate and prosecute 

cases for contraventions of the Competition Act, and has asked that the 

Department of Telecommunication & Postal Services ("DTPS") and ICASA 

collectively engage in market interventions (including amendments to the 

Electronic Communications Act ("ECA") that would aim to achieve the 

outcomes sought by the Inquiry in the Provisional Report.  

5.2 For ease of reference we first summarise the Inquiry’s provisional 

recommendations, and then provide our response.  

The Inquiry’s Provisional Recommendations 

Retail pricing structure and approach 

5.3 The Inquiry provisionally recommends that –  

5.3.1 MNOs should voluntarily commit to reducing headline tariff levels to the 

average effective level of charges inclusive of occasional free data and 

promotions amongst subscribers to the different data bundles;30 

5.3.2 MNOs should also voluntarily commit to changing the structure of retail 

pricing by reducing the price of prepaid data bundles smaller than 1 GB 

to ensure that price differences between smaller volume and larger 

volume bundles, as well as between prepaid and post-paid subscribers, 

are reduced to levels that are "objectively justified and socially 

defensible".31 More particularly, the provisional recommendation is that -  

5.3.2.1 the prices of bundles smaller than 1 GB should be reduced to be 

within 25% of the effective average rate (including free and 

promotional data offers) on a cost per-MB basis; and 

                                                 
30  Paragraph 489 of the Provisional Report. 
31  Ibid, paragraph 490.  
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5.3.2.2 the maximum price differential between in bundle and OOB rates 

should be 25% of the effective average rate (including free and 

promotional data offers) on a cost per-MB basis. 32 

Formalise and regulate the zero-rating of PBOs 

5.4 The Inquiry provisionally recommends that the zero-rating of PBOs (including 

educational institutions) content be formalised and made subject to regulations 

(including self-regulation).33 

Spectrum and facilities leasing 

5.5 The Inquiry provisionally recommends that -  

5.5.1 high demand spectrum ("HDS") be assigned as soon as possible34; and 

5.5.2 wholesale facilities leasing regulations be accelerated and dealt with 

under the current ECA, so that it is not held up by the redrafting and 

submission of the Amendment Bill. 35 

5.6 In respect of the assignment of HDS, the Inquiry provisionally recommends 

that- 

5.6.1 the DTPS urgently finalise the policy direction in respect of the 

assignment of spectrum (in this respect the Inquiry provisionally 

recommends that the DTPS ensures that there is a workable commercial 

model in place for the wholesale open access network ("WOAN") to 

ensure that it has reasonable prospects of being rolled out 

successfully)36; and 

5.6.2 once the policy direction is finalised, ICASA prioritises the immediate 

development of an assignment approach in line with the policy, and 

commences the assignment process within the current financial year.37 

                                                 
32  Ibid paragraph 490.1. 
33  Ibid paragraph 40.4. 
34  Ibid paragraph 491. 
35  Ibid Paragraph 492. 
36  Ibid paragraph 493.3 – 493.4. 
37  Ibid paragraph 493.5. 
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5.7 In respect of wholesale facilities access regulations, the Inquiry provisionally 

recommends that  

5.7.1 The shift to regulating cost-orientated and mandated access for passive 

infrastructure facilities is given priority and fast-tracked by the DTPS and 

ICASA.38 

Wholesale mobile roaming and MVNOs 

5.8 The Inquiry provisionally recommends that roaming agreements move towards 

more cost-orientated pricing levels along with immediate access to newer 

technologies as they become available until such time as the smaller networks 

are able to catch-up with the larger networks in respect of infrastructure.39 

Development of alternative infrastructure for data services 

5.9 The Inquiry provisionally recommends that -  

5.9.1 the DTPS and ICASA fast-track the intended rapid infrastructure 

deployment strategy provided for in the White Paper and Amendment 

Bill; and 

5.9.2 local and national government support the development of free public 

Wi-Fi in low-income areas. 

MTN’s response to these provisional recommendations 

5.10 By way of initial comments, the provisional recommendations constitute 

onerous interventions, particularly in circumstances in which neither MTN nor 

the other operators in the mobile data market have been found to have 

contravened the Competition Act or any other law.  

5.10.1 The Inquiry has not shown that MTN has substantial market power, far 

less any “dominance”, and certainly not that there has been an “abuse of 

dominance”. Against this backdrop, the proposed recommendations are 

very onerous interventions that would, in MTN's submission, be 

irrational, unreasonable and disproportionate, particularly given that, as 

explained above, the market for mobile data is in fact highly competitive.  

                                                 
38  Ibid, paragraph 493.9. 
39  Ibid, paragraph 496. 
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5.10.2 Moreover, the Inquiry has not undertaken a proper cost-benefit analysis 

of these recommendations, which is a substantial flaw, particularly given 

the onerous nature of these recommendations. Effecting regulatory 

change, and particularly the sort of dramatic changes envisaged in the 

Preliminary Report, in the absence of a cost-benefit analysis is 

inconsistent with good regulatory practice and would be unreasonable.  

5.11 More generally, the Inquiry essentially makes two broad types of provisional 

recommendations regarding mobile operators (the Inquiry additionally makes 

provisional recommendations in regard to the wider rollout of fixed 

infrastructure but that is not our focus).  

5.11.1 Provisional recommendations targeted at the retail price structure 

(including regulation of the distribution of different retail price offerings, 

and the integration and regulation of promotional and zero-rated 

applications).  

5.11.2 Provisional recommendations targeted at the levels of data pricing, in 

particular through addressing the costs of mobile operators: access to 

spectrum, access to mainly passive infrastructure and access to 

wholesale data connectivity.  

5.12 We deal with each of these types of provisional recommendations in turn.  

Retail price structure 

5.13 As a point of departure, the claims that the Inquiry makes regarding anti-poor 

pricing are factually incorrect. Our analysis, as described in Section 2 above, 

shows that subscribers who spend less on data pay lower effective rates, and 

zero-rated apps make up a larger proportion of their data usage.  

5.14 The Inquiry has done no analysis of dominance, nor any other assessment 

that would justify price regulation.  

5.15 Competition effectively constrains the effective rates for different consumers 

(including commercial innovations that drive zero-rated apps, promotions, and 

bonuses).  

5.16 The Inquiry has not done any analysis that would support a conclusion that 

price regulation is likely to have any benefits and, on the contrary (let alone 

that it would not entail substantial costs) in particular within such a dynamic 
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environment, in which millions of subscribers switch networks every month 

seeking lower effective rates, and a vast range of commercial offers are 

updated on a continuous basis.  

5.17 We reiterate that the Inquiry has done no analysis of the costs and benefits of 

such intrusive retail price regulation, including of the potential unintended 

consequences of mandated prices to any customer group. The Inquiry has 

merely asserted the need for undefined aims such as “objectively justified and 

socially defensible” price differentials, without any analysis or consideration of 

the consequences of its specific proposed recommendations.40 For example, 

the recommendation of a 25% difference across different size bundles and 

between in-bundle and OOB data is not substantiated by any measure and 

therefore appears to be arbitrary. 

5.18 The lack of necessity for (and inappropriateness of) the provisional 

recommendations is also demonstrated by the fact that MTN has, and in light 

of the fierce competition in this space, undergone many initiatives to lower 

retail prices, without any regulatory interventions. By way of example, from 1 

December 2017 MTN introduced new lower OOB rates of only 29c per MB for 

the Steppa / Hola / Freedom / Wozani price plan for all prepaid and post-paid 

customers using less than 5MB data OOB. Once a customer reaches 5MB, 

they will be able to opt into the Steppa / Hola / Freedom / Wozani bundle once 

off where they will pay R3 for every 5MB of data used thereafter.  

 

 

 

 

 

  

5.19 Moreover, the Inquiry’s provisional recommendations regarding pricing are 

misguided, as the Inquiry has not taken into account the dynamism of pricing 

and commercial offers in this industry, which itself is driven by vigorous 

competition.  

                                                 
40  Ibid paragraph 490. 
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5.19.1 Figure 18 showed that average effective rates for data fell by 91% in 7 

years to 2018 and Vodacom reported a 44% fall in average data pricing 

over the 3 years to 2017. Figure 8 also shows, by way of illustration, that 

effective rates for data for those subscribers spending around  

 

 

 

  

5.19.2 Given these rapid changes (all of which are positive from a competition 

and welfare-enhancing perspective), it is simply not possible for the 

provisional recommendations set out by the Inquiry, which has already 

been underway for almost 2 years, to keep up with the rapid pace of 

innovation and vigorous competition that exists in this market. By the 

time the Inquiry’s final report is ready, mobile pricing and the range of 

competitive offers available to subscribers would have substantially 

evolved.  

5.19.3 Even the best intentioned, and most efficient regulation simply could not 

hope to keep up with the relentless pace of innovation in the commercial 

offers made to subscribers in this market. The very likely adverse, 

although unintended, consequences are that the provisional 

recommendations will stifle this innovation, constrain MNOs in their 

offers of increasingly competitive options to subscribers, and will 

threaten the current dynamic in which much lower effective rates have 

been consistently enjoyed by those subscribers who spend the least on 

mobile services.  

5.20 Similarly, the Inquiry’s provisional recommendations in regard to the regulation 

of zero-rated access to PBOs show a misunderstanding of the very likely (if, 

again, unintended) risks of harm to competition from unjustified, highly 

restrictive regulatory intervention.  

5.20.1 In the first instance, it should be widely applauded that all MNOs offer a 

range of zero-rated connections, inter alia, to governmental sources, 

educational resourcing, and financial services. There is not currently a 

perfect overlap between the connections that are zero-rated by different 

mobile operators. This should again be expected, and is a normal part of 

healthy and effective competition within a market. Different operators 
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make arrangements for zero-rating of certain connections or 

applications, as yet another basis on which to compete for subscribers. 

By way of example, Cell C may wish to zero rate (or offer low rates for) 

its “Black” entertainment offerings, and Vodafone has zero-rated a 

version of the Facebook social media application. However, it is very 

difficult, if not impossible, to make a robust judgement (on moral or other 

grounds) that some applications are “more worthy” of zero rating than 

other applications.  

5.20.2 Even in relation to the Inquiry’s focus on poorer consumers, it is not 

clear what priorities poorer subscribers might have with regard to 

accessing different types of content, nor why the Inquiry (or some form 

of industry regulation or self-regulation) is in a good position to dictate 

what those priorities should be, in terms of what apps should be zero 

rated, and what should not.  

5.20.3 The immediate priorities of poor people might include food, shelter, and 

then transport, but that does not necessarily mean that the websites for 

https://www.shoprite.co.za/, https://www.property24.com/ and 

https://www.uber.com/za/en/ should be zero-rated. Similarly, while it is 

no doubt beneficial for some subscribers to have zero-rated access to 

tertiary educational materials, the Government Household Survey (2018) 

indicates that only the most fortunate 6.4% of 19 year olds attended 

university in 2018.  

5.20.4 Again, the very likely adverse consequences are that under some 

mandatory formalisation of what “should be” and what “should not be” 

zero-rated, operators will stop or reduce this very important, and highly 

pro-competitive dynamic of different operators offering zero-rated access 

to different applications, and continuing to innovate and experiment with 

the most attractive and effective set of applications. Such onerous and 

unjustified regulation may additionally stunt the MNOs’ ability and 

incentives to extend zero rating to other applications. The Inquiry’s 

proposals would also harm competition amongst application developers 

and third party service providers, who may approach MNOs to arrange 

zero rating for their own applications. This will threaten a dynamic by 

which MNOs have competed vigorously to give access to a set of 

applications that they think subscribers value, on a much cheaper basis, 
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in particular for those subscribers who spend the least on mobile 

services.  

5.21 In conclusion, the recommended price regulation proposed to remedy the 

alleged anti-poor pricing would not only be ineffective but would constitute an 

overly onerous and arbitrary intervention, which is likely to have substantial 

adverse consequences for consumers. 

Price levels and costs of operation. 

5.22 The Inquiry has set out a number of recommendations targeted at the levels of 

data pricing, in particular through addressing the costs of mobile operators. 

These recommendations are largely focussed on access to spectrum, access 

to mainly passive infrastructure and access to wholesale data connectivity.  

5.23 In regard to access to spectrum: 

5.23.1 The Inquiry has not conducted any substantial assessment of the 

profitability of mobile operators. Similarly, the Inquiry has not found any 

robust evidence that competition amongst mobile operators is not 

vigorous and effective. In contrast, MTN's analysis shows that the 

market is characterised by strong competition (see Section 4 above). 

There is no evidence to suggest that changes in costs arising from 

spectrum allocation would not be directly passed on to benefit 

consumers. 

5.23.2 As discussed above, the Inquiry has not adequately addressed a 

number of important cost drivers, which at the very least form a 

substantial part of the explanation of current price levels, such as forex 

rates and import duties, electricity, crime, and the tax system. In the 

absence therefore of any evidence to the contrary, these cost factors 

and the influence of such cost factors on the cost base of the MNOs 

must be included in any subsequent review by the Commission.  

The urgent need for additional spectrum allocation 

5.23.3 The Inquiry has correctly identified the allocation of HDS as one key 

area in which regulatory intervention could radically affect the costs and 
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efficiencies of mobile operators, which would be passed on to 

consumers.41 The spectrum constraint is the most acute limitation on the 

ability of MNOs to reduce costs and increase the quality of data 

services. MNOs in South Africa have managed to achieve the 

outstanding results described above while being subject to a 

fundamental spectrum constraint.  

5.23.4 The Inquiry then makes vague references to “pro-competitive” 

allocations of spectrum that “may include spectrum caps on large 

operators, asymmetric assignment and the set-asides for new entrants 

such as the WOAN”. 42  

5.23.5 These broadly-framed statements by the Inquiry do not account for the 

fact that the very motivation for spectrum allocation, and the reason that 

this allocation would have such a substantial effect in reducing costs, 

and benefitting consumers, is that the large operators are currently 

highly spectrum constrained. These constraints do not apply to the same 

extent to the smaller MNOs. Accordingly, the cost reduction and 

efficiency enhancements at which the allocation of additional spectrum is 

specifically aimed will, critically, only occur if that additional spectrum is 

allocated and aggregated with the existing spectrum allocations of these 

large operators.  

5.23.6 The failure of regulatory authorities to allocate new spectrum to the 

existing MNOs, in particular, the most constrained MNOs, being MTN 

and Vodacom, has, as the Inquiry accepts, dramatically increased the 

capital expenditure necessary to expand the capacity of mobile networks 

in order to continue to meet the exponential growth in demand, all the 

while increasing network quality. The spectrum constraint is now at a 

critical point where addressing the ongoing exponential growth in data 

demand will require correspondingly ever-faster growth in capital 

investment, which is already at unsustainably high levels.  

5.23.7 While there are many relevant considerations in the assessment of 

spectrum constraints, Table  below shows the number of subscribers 

                                                 
41  Ibid, paragraph 491. 
42  Ibid, paragraph 493.6. 
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and the spectrum allocated to each MNO, both in South Africa, and in 

several other countries. South Africa has allocated approximately 

544MHz of spectrum to various operators, although there are still 

several unallocated spectrum bands, such as the 700, 800 and 

2600MHz bands. It is also notable that substantial spectrum allocations 

have been made to 6 operators in South Africa, whereas similar total 

spectrum allocations have typically been split across only 3 operators in 

several other countries. 43 

5.23.8 The final column in Table  also shows the ratios between the spectrum 

allocated to each of the operators, and their share of subscribers. 

Clearly, those MNOs with a larger share of subscribers will feel a much 

more severe spectrum constraint if all MNOs have the same spectrum 

allocations.  

5.23.9 Considering first the ratios for operators in other countries, Germany has 

a sustainable allocation showing a ratio of close to 1.0, for each of its 

operators, which reflects parity between the spectrum allocation and 

market size for each MNO.  

                                                 
43  See Section 6 of MTN’s preliminary submission. 
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Table 10: Spectrum allocations and subscriber numbers for operators in South Africa and selected 
other countries.  

Country Operator 
Numb of  

Subscribers in 
Million 

Subscriber 
share % 

Average  
Spectrum 

in MHz (UL+ 
DL) 

Spectrum  
Share % 

Spectrum  
to Subs 

share Ratio 

South Africa 

MTN 30.8 35.08% 76 13.97% 0.40 

Vodacom 37.1 42.26% 76 13.97% 0.33 

CellC 15.3 17.43% 76 13.97% 0.80 

Telkom 3.6 4.10% 172 31.62% 7.71 

Neotel 0.5 0.57% 90 16.54% 29.05 

Rain/WBS 0.5 0.57% 54 9.93% 17.43 

USA 

Verizon 146 34.80% 145 19.20% 0.55 

AT&T 135 32.10% 170 22.52% 0.70 

Sprint S9 14.00% 200 26.49% 1.89 

T-Mobile 72 17.10% 105 13.91% 0.81 

Others* 8 1.90% ISO 19.87% 10.43 

China 

China Mobile 820 70.10% 235 49.47% 0.71 

China Mobile 820 17.10% 235 29.47% 0.71 

China Unicom 200 12.80% 140 21.05% 1.72 

China 
Telecom 

ISO 36.40% 100 31.99% 1.64 

New Zealand 

Telecom NZ  42.40% 207 40.19% 0.88 

Vodafone 2.8 21.20% 260 27.82% 0.95 

2 Degrees 1.4 43.30% 180 42.18% 1.31 

South Korea 

5K Telecom 27.5 35.90% 197 32.12% 0.97 

KT Freetel 22.8 20.80% 150 25.70% 0.89 

LGU+ 13.2 34.20% 120 36.23% 1.24 

Germany 

Telefonica 02 22.7 32.50% 250 31.16% 1.06 

Telecom (DT) 21.6 33.30% 215 32.61% 0.96 

Vodafone 22.1 32.20% 225 18.18% 0.98 
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Country Operator 
Numb of  

Subscribers in 
Million 

Subscriber 
share % 

Average  
Spectrum 

in MHz (UL+ 
DL) 

Spectrum  
Share % 

Spectrum  
to Subs 

share Ratio 

Argentina 

Movistar 10.3 31.90% 60 18.18% 0.56 

Personal 10.2 32.80% 60 2121.00% 0.57 

Claro 10.5 3.10% 70 24.24% 0.65 

Nextel 0.99 34.80% 80 18.18% 7.83 

Airlink New n/a 60 19.20% n/a 

Source: MTN internal analysis; *Other in the USA include Dish Network & Comcast (with no subs.yet), US Cellular and other small rural/regional 
operators 

5.23.10 Anything more than 1.0 represents an over-allocation while anything 

below 1.0 shows an under-allocation of spectrum. Accordingly, in South 

Africa, MTN and Vodacom each suffer from a lack of spectrum assigned 

with the lowest ratio of all the markets shown, whereas Telkom and 

other smaller mobile players have significantly more spectrum than 

required.  

5.23.11 The South African operators that account for the vast majority of 

investment in network infrastructure (in particular, network infrastructure 

used to provide a wide cover and high quality of data services 

throughout the country), i.e. Vodacom and MTN, have had access to far 

less spectrum than many of their global peers. Accordingly Vodacom 

and MTN have each required far larger investments, resulting in higher 

costs and prices than would otherwise have been enjoyed.  

5.23.12 By way of an alternative illustration, Figure 21 shows the average 

spectrum holdings per operator across a selection of countries. Not only 

do South African MNOs have far less spectrum than many of their 

foreign counterparts, but there is also a far less developed fixed 

infrastructure and accordingly less potential to offload mobile data onto 

Wi-Fi or other fixed solutions. Accordingly, the spectrum constraints 

faced by South African MNOs are even more acute.  
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Figure 21: Spectrum holdings per operator (2016) 

 

Source: Coleago, 2016 

5.23.13 Amongst MTN Group’s predominantly African operating companies, the 

spectrum disadvantage in South Africa becomes even more obvious. 

Figure 22 shows the spectrum holdings across MTN’s operating 

companies.  

Figure 22: Spectrum holdings per operator (2016) 

 

5.23.14 The spectrum constraint is now at a critical point. Regulators must act 

decisively to address this spectrum constraint, and allow the operators to 

continue expanding coverage, and driving down costs of mobile 

connectivity. 
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5.23.15 South African’s use of mobile technology is expected to continue to grow 

significantly, having increased by 31 times in the past seven years, and 

data will grow by a further 8 times in the next five years, as shown in 

Figure 23. This means firms such as MTN will have to invest more in 

infrastructure, and at an increasing rate, to support exponential growth in 

data usage. This investment can only be done within the context of a 

regulatory environment that is investment-friendly.  

Figure 23: Projected future growth in data demand (MTN South Africa, Exabytes 
per year) 

 

5.23.16 The release of additional spectrum would have an immediate and 

significant impact in improving mobile data network quality, which are 

likely to be passed on to the consumer in the form of cheaper data 

prices. 

5.23.17 In 2017 alone, MTN planned to invest in an additional  

 

 

 

5.23.18 Quality improvements are likely to be similarly dramatic.  

 

 

  

5.23.19 Even with further re-farming of MTN’s existing spectrum holdings,  
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5.23.21 The allocation of digital dividend spectrum is particularly important as it 

has beneficial characteristics including long distance propagation and 

good in-building penetration.  

5.23.22 Given large fixed costs in the RAN (tower, antennae, site operating 

expenditure and fibre backhaul) relative to the incremental costs of 

adding new bands (new radio units), additional spectrum is subject to 

significant economies of scale. Conversely low spectrum holdings 

hamper such economies taking place as new (low capacity) sites must 

be built to support traffic growth.  

5.23.23 This simple effect is magnified by the fact that the largest South African 

operators are still required to use a minimum amount of spectrum to 

maintain a GSM layer to serve the substantial portion of their historical 

subscriber bases that only have 2G handsets. GSM is significantly less 

spectrum efficient than more modern technologies like LTE (in some 

cases an LTE signal would deliver up to 10-15 times as much data as a 

GSM signal using exactly the same spectrum allocation). An operator 

with 40MHz of downlink spectrum that has to reserve 10MHz for GSM 

coverage will achieve much lower overall spectrum efficiency than an 

operator reserving 10MHz out of a total of 80Mhz. This dilution of 

spectrum efficiency further increases the unit costs for operators holding 

only small spectrum allocations.  

5.23.24 The third mechanism through which additional spectrum allocations can 

substantially reduce unit costs is through “trunking” efficiencies. Small 

spectrum allocations can only be applied in smaller carriers (or 

bandwidths applied to each technology). Larger carriers, or larger 

amounts of spectrum applied to each technology, result in additional 

efficiency gains.  
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5.23.26 These effects should encourage policy makers to avoid significant 

fragmentation of spectrum when allocating new spectrum. 

5.23.27 Moreover, the ongoing delay in the allocation of additional spectrum, 

both the HDS and digital dividend spectrum has significant implications 

for the South African fiscus, and broader economic development.  

5.23.28 South Africa is becoming increasingly isolated in not allocating additional 

HDS or any digital dividend spectrum. In regard to digital dividend 

spectrum, while only 3 countries had made an allocation by 2010, over 

64 countries have now made such an allocation. South Africa has 

missed its World Trade Organisation commitments and internal 

deadlines, and as a result has caused significant uncertainty across the 

mobile and broadcasting industry.  

5.23.29 In December 2011, in a study for the GSMA, Plum Consulting estimated 

that the early release of additional spectrum in South Africa would result 

in an increase of R78 billion in GDP, 7.6 million more subscribers, an 

additional 1 million jobs, and additional tax revenues of R 16 billion per 

annum by 2020.  

5.23.30 A 5-year delay in the release of this spectrum from 2014 to 2019 is in the 

process of resulting in a reduction of R355 billion in GDP, and R70 

billion in tax revenues.  

5.23.31 The response of MNOs to this delay in new spectrum release is, of 

course, to invest in additional RAN sites. This is a costly and inefficient 

solution. In addition, more sites reduce the eventual value of new 

spectrum, when and if it is finally allocated. If spectrum were ultimately 

allocated within an auction framework, the delay in this allocation of 

spectrum would likely result in a lower valuation for this spectrum, and 

accordingly lower revenues for the national fiscus resulting from such a 

spectrum auction. Effectively, the delay in the allocation of spectrum is 

resulting in the transfer of billions of Rand from National Treasury to 

foreign manufacturers of mobile site equipment, such as Huawei and 

Ericsson.  
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The Inquiry’s observations on the WOAN and other “set asides” and 

allocation mechanisms 

5.23.32 The Inquiry has not presented any analysis of the likely impact on 

market efficiency and pricing, of the WOAN, and the set aside of any 

spectrum for the WOAN.44 The Inquiry has opted only to state that the 

WOAN has been proposed as a potential mechanism to address the 

level of wholesale pricing, without any evidence showing that the current 

pricing level is the result of a market failure, nor any analysis to consider 

what impact the WOAN might have on investment and wholesale 

pricing.45 

5.23.33 As there is no evidence showing that competition amongst mobile 

operators is not vigorous and effective, the Inquiry has no basis on 

which to consider that there would be any efficiency gain or wider benefit 

from spectrum allocations beyond the largest 4, or even largest 2 

operators. The Inquiry has also failed to perform any necessary cost-

benefit analysis of an asymmetric analysis of spectrum, or “set asides for 

new entrants”. 

The Inquiry’s proposed additional conditions to be applied to the 

allocation of spectrum 

5.23.34 In addition to the provisional recommendations on how spectrum is to be 

allocated, the Inquiry also proposes to recommend that conditions be 

attached with the spectrum that would be assigned, including that the 

MNO that is to receive an allotment of spectrum should commit to the 

following conditions: 

5.23.34.1 To drop prices, 

5.23.34.2 To set up free Wi-Fi zones, and  

5.23.34.3 To extend backbone into rural areas.  

5.23.35 However, the Inquiry has not undertaken a comprehensive analysis in 

respect of these provisional recommendations. A condition to drop 

                                                 
44  Ibid, paragraph 493.10 and paragraph 497. 
45  Ibid, paragraph 497. 
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prices is unwarranted, and would likely impose inefficiencies. In the first 

instance, the effective prices facing subscribers are already falling fast, 

even in the absence of spectrum allocations, within a market that is 

dynamic and fast moving. The additional capacity created by new 

spectrum allocations would be likely to lower costs, which would, all 

other things being equal, be expected to be passed on to consumers in 

the form of lower prices. In a competitive ever-changing environment, 

there may be other reasons for cost increases in the future (e.g. if there 

are substantial changes to network quality, or investments in new 

technology layers), which might to some extent offset the lower costs 

arising from the allocation of additional spectrum.  

5.23.36 The recommendation to extend the backbone into rural areas is very 

vague. If this recommendation were applied to either MTN or Vodacom, 

this would be obsolete as both networks already reach nearly 100% of 

the population, and clearly cover vast “rural areas”. In contrast if this 

recommendation were applied to a smaller operator then the Inquiry has 

failed to conduct any cost benefit or feasibility analysis as to whether or 

not rural areas would be able to sustain more than two network 

operators. Failing to take this into account may inadvertently drive up 

costs resulting from a replication of infrastructure, and deter investment 

and expansion.  

Spectrum sharing and the regulatory regime 

5.23.37 The Inquiry has also failed to consider the full extent of the implications 

of the regulatory regime, for the ultimate conditions of access to data 

services. The regulatory regime, in particular regulations governing the 

sharing and trading of spectrum and other network resources, may 

hamper efficient spectrum trading and network sharing, and prevent 

even more effective wholesale competition from occurring. Several other 

jurisdictions have more permissive regulatory regimes, and accordingly 

allow more effective and more efficient spectrum trading and network 

sharing arrangements.  

5.23.38 Separately, the ongoing regulatory uncertainty is a substantial 

disincentive for investment. The Inquiry continues and contributes to this 

uncertainty by vague references to set aside spectrum for a WOAN, 

although the nature, purpose, funding and timing of any WOAN remains 
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highly uncertain. The fact that the Inquiry is investigating issues that are 

being considered by other authorities adds to this regulatory uncertainty.  

Additional constraints 

5.24 As noted above, the Inquiry has not adequately addressed a number of 

important cost drivers, that at the very least form a substantial part of the 

explanation of current price levels, such as forex rates and import duties, 

electricity, crime, and the tax system.  

5.25 In addition to the prevailing spectrum constraint, there are a range of other 

factors that conspire to frustrate further improvements in the terms of access 

to data services, in particular for the most economically marginalised in our 

society.  

5.26 Broadly, these fall into supply and demand factors. 

5.26.1 On the supply side, cost factors such as energy pricing, in particular the 

recent, and anticipated ongoing, escalation in Eskom’s electricity tariffs, 

has a major impact on the cost of providing data services.  

5.26.2 In 2018 MTN expects to spend  on electricity for 

base stations alone, while expenditure on electricity for the whole 

network is expected to be around  Additionally, MTN needs 

to provide alternative power sources, such as backup batteries and solar 

solutions, which takes total power costs over  On top of this 

cost, Eskom has applied to the National Energy Regulator of South 

Africa for a further increase in electricity tariffs.  

5.26.3 Additional cost factors include battery theft and vandalism at base 

station sites, and rapidly increasing infrastructure replacement and 

upgrade costs, which depend largely on imported components, and 

international revenue fraud.  

5.26.4 Applications for wayleaves are costly and time consuming and each 

municipality has its own processes and requirements. Applications can 

take up to 6 months to be approved. In addition, some municipalities 

have insisted on unreasonable and costly civil engineering requirements 

as a condition of approval. Penalties are also imposed in some cases 
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e.g. where an operator requires trenching via road cutting as opposed to 

drilling.  

5.26.5 On the demand side, a range of other government policies influence the 

growth in demand of data services, again in particular amongst the most 

vulnerable consumers.  

5.26.6 By way of example, the tax regime on smartphone handsets increases 

the retail prices of handsets that are essential tools in accessing 

information and essential services. 
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Access to infrastructure 

5.27 The four MNOs have already established a number of infrastructure sharing 

agreements, ranging from the numerous passive infrastructure sharing 

agreements between competing MNO’s as well as parties outside of the 

industry, to deeper facilities leasing and roaming agreements such as the 

arrangements between Vodacom and WBS/Rain.  

5.28 As there is no evidence showing that mobile operators do not effectively 

contract with one another to share infrastructure, the Inquiry has no basis on 

which to consider that regulated access regimes would lead to any net benefit.  

5.29 The Inquiry has not considered or even acknowledged that there is a trade-off 

between decreasing costs in the short term and the risk of the very likely harm 

to investment incentives in the long term that would be created by mandated 

access to infrastructure.  

5.30 The Inquiry has also failed to perform any necessary cost-benefit analysis of 

mandated access to infrastructure.  

Wholesale data services (national roaming and MVNOs) 

5.31 The two larger mobile operators have provided access to several MVNOs, 

with 11 MVNO’s listed in South Africa in total.46  

5.32 In addition, the two larger MNOs have concluded national roaming 

agreements with two smaller operators, Telkom and Cell C, each of which 

have recently switched host networks.  

5.33 As there is no evidence showing that mobile operators do not compete 

effectively to provide mobile access, the Inquiry has no basis on which to 

consider that regulated wholesale access regimes would lead to any net 

benefit. By way of example, there is no evidence that the relatively small scale 

of MVNOs in South Africa is caused by a lack of competition amongst MNOs 

at the wholesale level. The Inquiry has not considered all the factors that may 

hinder the success of MVNOs in the South African market, such as: 

                                                 
46  Gilbert, P. (2019). SA's MVNOs fail to significantly disrupt. [online] ITWeb. Available at: 

https://www.itweb.co.za/content/wbrpO7gP3z8MDLZn [Accessed 23 May 2019]. 



  68 

 
Page 68 of 70 

 

5.33.1 The capacity constraint on MNO’s networks (in particular because of 

ongoing spectrum constraints). 

5.33.2 MVNOs have in general relied on online sales and payments through 

credit cards which inherently excludes a large portion of the population. 

5.34 In addition, the Inquiry has not considered or even acknowledged the very 

likely harm to investment incentives that would be created by mandated 

wholesale access.  

5.35 This risk is particularly notable in the mobile communications industry, which 

involves substantial capital investment on an ongoing basis. MNOs are 

required to constantly invest in improving and updating their infrastructure to 

accommodate exponential growth in demand, and frequent changes in 

technology. These features of the market dramatically reduce the potential 

benefits of mandated access and magnify the predictable costs – because 

larger incumbent operators are required to continually invest in new 

infrastructure any disincentives to that investment are likely to have substantial 

costs, not only for the incumbents, but for the MNOs and MVNOs that rely on 

their ongoing investments in improving network infrastructure.  

5.36 Even more onerously, the Inquiry has recommended that, failing the 

agreement to improve wholesale roaming and access terms towards cost-

orientated levels, some form of functional or accounting separation may be 

required.47 Any form of functional separation of the businesses of MNOs would 

not only be an incredibly costly and onerous intervention to impose on any 

firm, especially as the MNOs have not been found to be in contravention of 

any provision of the Competition Act, it would also lead to massive losses, 

destroying the natural efficiencies of vertical integration. 

5.37 The Inquiry has again failed to perform any necessary cost-benefit analysis of 

mandated wholesale access. In addition, the Inquiry has not taken into 

account that spectrum allocation would incentivise even more effective 

competition at the wholesale level by increasing capacity on MNOs’ networks, 

and thereby increasing the ability and incentive of MNOs to enter into such 

                                                 
47  Par 499.1 of the Provisional Report 
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agreements at lower costs – thereby passing on not only higher volumes but 

also lower price to wholesale customers. 

5.38 Separately, and outside of the scope of the Inquiry’s recommendations, MTN 

has already taken steps to address any wholesale access concerns. By way of 

example,  
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6. Next steps  

6.1 MTN would like to thank the Inquiry again for the opportunity to make this 

submission. 

6.2 MTN would welcome further opportunities to engage with the Inquiry, in 

particular to discuss the substantive analyses undertaken by the Inquiry, and 

those performed by MTN and its advisers.  

6.3 We look forward to working constructively with the Inquiry to assist it in 

finalising its report in a manner which accurately reflects, and takes into 

account, the relevant aspects of the mobile data services markets in South 

Africa. 
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