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Introduction2 

The issue of the high costs of mobile telecommunications and, more recently, mobile data or 
mobile Internet access in South Africa has been kicked around for several years, with little 
success either in producing a convincing analysis or, more importantly, of designing an 
effective intervention. At the request of one of a succession of ministers an inquiry was 
launched in 2017 by the Competition Commission, under Section 43B(2) of the Competition 
Act 1998 (as amended):3 

… to understand what factors or features of the market(s) and value chain may cause or 
lead to high prices for data services, and to make recommendations that would result in 
lower prices for data services. 

The interim report identified some possible actions and called for further comments.4  

The background to this is that significant numbers of citizens do not yet use mobile data 
services, some may be able to afford to use services only intermittently. Some do not use 
mobile networks at all, while others use only text and voice (i.e., 2G or GSM services). 
Access to data requires a smartphone, which for many people is unaffordable and likely to 
remain so for the foreseeable future. Some engage in hire purchase for smartphones with the 
operators, often on terms that are poorly explained, with low up-front charges and 
substantial monthly payments. 

South Africa is a taker of technologies and an adopter of policies, adapting to differing 
extents what is available overseas, often making only minor changes when national 
circumstances might well have required greater adaptation. For example, the slow death of 
second generation GSM, with its traditional revenues from voice and SMS, cannot long be 
resisted, even if operators might wish to postpone its demise: 

Most mobile operators in mature markets aren’t attempting to monetise voice and SMS 
based on usage any longer; they have instead made these allowances unlimited and 
included them in a flat fee. This means that the remaining price-defining parameter for 
most mobile users is data volume.5  

                                                      
1 LINK Centre, University of the Witwatersrand. 
http://twitter.com/#!/sutherla 
http://ssrn.com/author=927092   
http://orcid.org/0000-0001-5220-9605 
2 This document is based on public and heavily redacted version of the interim report. 
3 http://www.compcom.co.za/the-competition-act/ 
4 http://www.compcom.co.za/wp-content/uploads/2019/04/Data-Services-Inquiry-Summary.pdf 
5 tefficient (2018) Industry analysis #3 2018 – final version - Mobile data – first half 2018.  
https://tefficient.com/wp-content/uploads/2019/01/tefficient-industry-analysis-3-2018-mobile-data-
usage-and-revenue-1H-2018-per-country-final-17-Jan-2019.pdf 
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Yet there remain significant numbers of GSM-only mobile handsets and other devices (e.g., 
vehicle trackers) that will continue to delay the closure of that service and limit the recycling 
of that spectrum for 4G and 5G. At some point government intervention will be required to 
help customers switch away from GSM networks in order to free up spectrum. Text and 
voice services are being replaced by voice over LTE and by messaging apps such as 
WhatsApp, Line and Snapchat, while data traffic volumes are being driven by YouTube, 
where customers have access to 3, 4 or 5G.6  

The major digital platforms are seen as presenting very serious politico-regulatory 
challenges in EU and OECD countries, with active discussion of regulating or even breaking 
up Google, Apple, Facebook and Amazon (GAFA).7,8,9,10,11 A related problem is that 
platforms enable personalised pricing which makes antitrust analyses more difficult. The 
combination of personalised pricing with highly detailed customer profiles appears to offer 
routes to profit maximisation by increasing spending by each and every customer using 
personalised prices and incentives. 

Global manufacturers have been pressing the adoption of fourth generation (4G) and fifth 
generation (5G) mobile technologies on governments, regulators and operators. In due 
course these will be followed by beyond 5G (B5G) and sixth generation (6G).12 The same 
technologies are also bundled, albeit slightly differently, for sale to governments at all levels 
as smart cities, the Internet of Things (IoT) and the fourth industrial revolution (4IR), the last 
having attracted the attention of the government of South Africa.13 

Telecommunications policy in South Africa is unusual insofar as there has been a sequence 
of interventions by government that were unheralded and many of which failed.14 This 
arises from difficulties in the formulation of policy and the absence or ineffectiveness of 
feedback mechanisms including parliamentary oversight, peer reviews and public inquiries. 
Consequently, it is important that any intervention proposed by this inquiry, to reduce the 
prices of mobile Internet access, be carefully analysed in advance and that appropriate 
review mechanisms be put in place.  

A further unusual and potentially troubling feature is that the Public Investment 
Corporation (PIC) has recently built up a substantial holding in the MTN Group, in addition 
to a long standing holding in Telkom SA SOC Limited. Moreover, PIC has intervened to 
push the appointment of politically exposed persons as directors of the MTN Group.15 

                                                      
6 See, for example, Cisco VNI Global Fixed and Mobile Internet Traffic Forecasts (San Jose: Cisco Systems) 
https://www.cisco.com/c/en/us/solutions/service-provider/visual-networking-index-vni/index.html 
7 Jason Furman (2019) Unlocking digital competition: Report of the Digital Competition Expert Panel 
(London: HM Treasury). https://www.gov.uk/government/publications/unlocking-digital-
competition-report-of-the-digital-competition-expert-panel 
8 Jacques Crémer, Yves-Alexandre de Montjoye & Heike Schweitzer (2019) Competition Policy for the 
digital era (Brussels: European Commission). 
http://ec.europa.eu/competition/publications/reports/kd0419345enn.pdf 
9 Robert W. Crandall (2019) “The dubious antitrust argument for breaking up the Internet giants” 
Review of Industrial Organization 54(4) 627-649. http://dx.doi.org/10.1007/s11151-019-09680-y 
10 Timothy J. Muris & Jonathan E. Nuechterlein (2019) “Antitrust in the Internet era: the legacy of 
United States v. A&P” Review of Industrial Organization 54 (4) 651-681. 
https://dx.doi.org/10.1007/s11151-019-09685-7 
11 This issue is to be discussed at the next annual conference of the Competition Commission. 
12 Liam Tung “President Trump: ‘I want 6G in US as soon as possible’” ZDnet, 22 February 2019. 
https://www.zdnet.com/article/president-trump-i-want-6g-in-us-as-soon-as-possible/ 
13 Cyril Ramaphosa (2018) “SONA2018: State of the Nation Address”, The South African. 
https://www.thesouthafrican.com/sona2018-read-the-full-text-of-cyril-ramaphosas-address-here/ 
14 Ewan Sutherland (2017) 1994-2014 – Telecommunications Governance in South Africa, New York, 
SSRN. https://dx.doi.org/10.2139/ssrn.3020363 
15 “PIC forced board shake-up at MTN” Tech Central, 4 June 2019.  
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Having a powerful and influential state entity own substantial holdings in two, supposedly 
competing, operators raises concerns about their willingness to compete.  

The next section analyses benchmarking, followed by an examination of the use of market 
power against the poor. The issues of legislative complexity, separation and the shortage of 
spectrum are then briefly considered. The questions of improving price-based competition, 
facilities and mobile virtual network operators are examined. The call for self-criticism of the 
operators and price reductions is examined. Finally, conclusions are drawn. 

Benchmarking 

The Competition Commission rightly notes the complexities of comparing prices charged 
and paid for mobile data services, including both pre-paid and post-paid, with ‘free’ 
Megabytes and ‘free’ services, the rolling over of unused data and out of bundle (OOB) 
charges. A major challenge is to determine genuinely comparable prices paid per Gigabyte 
of data. One possibility to improve transparency would be to require operators to disclose 
effective rates to customers, perhaps with an app to show how much data was really costing. 

It is not clear that the free services have been explained in economic terms, aside from there 
being no charges to customers. Since some costs must be incurred it is necessary to know 
who is paying for them, whether cross-subsidies from other customers or revenues from the 
sale of data and metadata about the customers or through the provision of targeted 
advertisements. This also raises complex questions about compliance with data protection 
legislation, the constitutional right to privacy and the explanation to customers in the terms 
and conditions. Customers are also creating content for which they are not paid for their 
labour but which may contribute towards the services and to the club effect of the digital 
platforms and services, helped again by targeted advertisements, if not directly paying for 
the mobile networks. The future of such free services needs to be given careful thought, 
given the antitrust inquiries underway into the GAFA platforms.  

The Competition Commission identified work on tariffs by: 

 International Telecommunication Union (ITU); 
 Tarifica; 
 ICASA; and  
 Research ICT Africa (RIA).16  

Collection of comparative national data is very difficult, though the process has been eased 
by web-scrapping software. The ITU largely relies on self-reporting, with some countries 
being slow in providing data and sometimes failing or providing inaccurate data. 

Some data are not comparable, such as numbers of SIM-cards, given very different patterns 
in the ownership of multiple SIM-cards and the rise of machine-to-machine (M2M) uses. 
This makes comparisons difficult between countries and between groups within a country.  

Deloitte reported 32 per cent of its survey respondents in South Africa had more than one 
SIM-card and gave a variety of explanations (see Figure 1). 

                                                                                                                                                                     
https://techcentral.co.za/pic-forced-board-shake-up-at-mtn/90004/ 
16 https://researchictafrica.net/after-access-south-africa-state-of-ict-2017-south-africa-report_04/ 
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Figure 1 Reasons for owning multiple SIM-cards in 201717 

 

The most basic indicator is mobile teledensity, the number of both citizens and foreign 
residents in a country who have an active mobile service, which is known only very 
inexactly for South Africa (see Table 1). For policy purposes and for market analyses this 
needs to be known at least by province, by race and language group, by income decile, and 
for the disabled. The present level of uncertainty makes the calculation of market shares by 
customer numbers meaningless, since many ‘customers’ must represent only a fraction of 
the use of mobile networks made by an individual. 

Table 1 Mobile teledensities in South Africa 

Source Year Subscribers 
(millions) 

Teledensity‡ Comments 

GSMA 2016 37.5 68% Excludes multiple ownership of SIM-cards 

Pew Research 2018 - 87% A further 8% share phones. Total in 2014 was 89% 

StatsSA 2016 - 96%  Percentage of homes rather than individuals 

United Nations 2014 79.3 149% - 

ICASA 2018 91.7 162%  88% were prepaid & 81.7% had a smartphone 

‡ StatSA reported the population as being 56.72 million. 
 

Data from the Rewheel Digital Fuel Monitor shows a wide range of prices in European Union 
(EU) and OECD countries (see Figure 2), these are the fully allocated median prices for 1 
Gigabyte of data on smartphone plans of at least 1,000 minutes and 3 Mbps for video this 
year. At one extreme is Finland with a price of €0.10 or ZAR 1.60 per Gigabyte, while the EU 
average was €1.90 or ZAR 30.40. As Rewheel notes there was a considerable difference 
between countries with three and four mobile operators, averaging €1.40 and €2.90 or ZAR 
22 and ZAR 46 per Gigabyte. 

                                                      
17 Deloitte (2018) Global mobile consumer survey 2017: the South African cut (Johannesburg: Deloitte) 
https://www2.deloitte.com/content/dam/Deloitte/za/Documents/technology-media-
telecommunications/ZA-Deloitte-South-Africa-Mobile-Consumer-Survey-2017-Mobile_090718.pdf 
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Figure 2 Country median Gigabyte price in EU-28 and OECD markets in April 201918 

 

Tefficient confirms the high ranking of Finland, noting that in mid-2018 some 57 per cent of 
SIM-cards had unlimited data plans and on average a SIM-card used 14.2 Gigabytes per 
month, though this rose to 16 Gigabytes per SIM-card when M2M was excluded.19 It 
complained about inconsistent reporting by regulators of SIM-cards used for M2M and 
Internet of Things (IoT), which created challenges for comparisons between countries. It is 
also made difficult by some SIM-cards being registered in one country and used in another.  

Tefficient noted very rapid growth in the use of data in China (see Figure 3 and Figure 4), 
and to a slightly lesser extent India, where customers of Jio were already using about 10 
Gigabytes per SIM-card per month. Together with Mexico and Thailand, both showing 
strong growth, these may be more obvious comparators for South Africa than EU and OECD 
countries. 

Figure 3 Development of mobile data usage per SIM per operator in China (source: tefficient) 

 

                                                      
18 Rewheel (2019) The state of 4G pricing ̶ 1H2019: What is wrong with competition in the Canadian, Japanese 
and US markets?(Helsinki: Rewheel). 
http://research.rewheel.fi/downloads/The_state_of_4G_pricing_DFMonitor_11th_release_1H2019_PUBLIC.pdf 
19 op. cit. 
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Figure 4 Year-on-year growth in mobile data traffic 2017-2018 (source: tefficient) 

 

The operators, especially the two dominant operators, make the traditional claims that 
comparisons are inappropriate, despite showing some of what is being delivered elsewhere. 
In almost all countries the operators claim that comparisons are invalid, because of differing 
economic structures, deserts, mountains, regulations, rural populations, spectrum 
allocations and the like − it is their stock in trade or, rather, in lobbying. The suggestion of 
basing comparisons on GDP per capita is bizarre, since in Africa it would vary depending 
on mineral and petroleum exports, the prices of which fluctuate considerably. In order to 
make a comparison with South Africa it would be necessary to find a country with a similar 
economic structure and colonial history.  

A stronger case could be made for using GINI Index,20 when considering affordability and 
the adoption of services by poorer consumers. 

At present there appears to be no data available for M2M or IoT use in South Africa.  

The benchmarking by the Competition Commission revealed little that ICASA should not 
have known for years, but set it out more formally and analysed it in terms of competition 
law. What was missing were non-price benchmarking data, in particular: 

 Spectrum assignments (dates, bands and operator allocations); 
 Spectrum costs (initial and annual licence fees);  
 Sales and value-added taxes; 
 Herfindahl-Hirschman Index (HHI) for markets; 
 Rules for sharing masts and towers; and  
 Network investments by operators.  

Spectrum allocations are needed at least for the SADC and BRICS countries in order to 
determine the extent of shortages and how these might be contributing to the high costs.21 

                                                      
20 http://data.un.org/Data.aspx?d=WDI&f=Indicator_Code%3ASI.POV.GINI 
21 There was one media claim there had been no new spectrum allocation for fourteen years. 
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Spectrum appears to be poorly documented by ICASA or it may prefer not to publish the 
data. 

Given the focus on mobile Internet access, key questions concern the affordability and 
adoption of smartphones. Any analysis of the mobile market needs to address the incentives 
for operators to attract those who do yet use mobile data or do not use any mobile service to 
become active purchasers of mobile Internet services for which a smartphone is an 
unavoidable expense. 

At the end of 2016, Effective Measure found the level of mobile web browsing in South 
Africa had risen from 55 to 70 per cent, split 63 and 37 per cent between post-paid and 
prepaid respectively.22 Statista reports some twenty million current smartphone users, which 
it forecasts will grow at only a very modest rate (see Figure 5), pointing to a substantial level 
of exclusion from the mobile Internet. This is in sharp contrast to the figure of 42 million 
smartphone subscriptions reported by ICASA, where it appears to have failed to discount 
multiple subscriptions held by some individuals.23 Many of those subscriptions may be 
individuals with a single smartphone but SIM-cards for several networks or multiple 
smartphones on multiple networks. A much better understanding of the number and 
behaviour of non-owners is required. 

Figure 5 Forecast of the number of smartphone users in South Africa24 

 

Effective Measure reported very wide differences in the levels of use of those with a 
smartphone (see Figure 6). 

Figure 6 Daily usage of smartphones25 

 

                                                      
22 Effective Measure (2017) South Africa Mobile 2017.  
23 ICASA (2018) Report on the state of ICT sector in SA. Page 86  
24 Statista (2019) Number of smartphone users in South Africa from 2014 to 2023 (in millions) (Hamburg: 
Statista). https://www.statista.com/statistics/488376/forecast-of-smartphone-users-in-south-africa/ 
25 Effective Measure (2017). South Africa mobile report 2017 (Bellville: Effective Measure). 
http://hello.effectivemeasure.com/za-mobile-2017 
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Network availability and coverage are notoriously difficult to measure and compare, despite 
the very optimistic claims for total population coverage in South Africa. One attempt by 
Open Signal suggests that there are significant differences between the four major operators 
(see Table 2). It did not report data for Rain. 

Table 2 Mobile network experience in South Africa26 

Operator 4G availability (%) Video 
experience 
(points) 

Download (Mbps) Upload (Mbps) Latency (ms) 

3G 4G 3G 4G 3G 4G 

Cell C 75.0 52.1 5.0 13.3 1.1 5.4 71.5 43.2 

MTN 80.1 62.3 6.1 24.1 1.0 7.7 64.9 32.8 

Telkom  70.9 47.8 5.0 13.8 1.2 4.7 72.9 40.4 

Vodacom 74.4 61.5 6.8 23.5 1.6 7.7 50.1 31.8 

         

A survey of consumers by the Competition Commission would have been helpful and, 
arguably, essential, in order to obtain insights into their ability and willingness to spend 
money on mobile data services and smartphones. Equally, it could have explored the 
reasons for holding multiple SIM-cards and devices, and the extent to which those owning a 
phone could not afford to use it.27,28 This would have helped understand the barriers to the 
adoption of mobile data services. 

In its SA Telco Sentiment Index Brandeye found very little empathy with the operators:29 

SA consumers are unhappy with telco providers’ data pricing and poor customer service 
as 1 in 10 threatened to switch networks and 44.4% of complaints on social media went 
unanswered by providers. 

It would be useful to know if customers planned to switch to challenger operators or just to 
alternate between the two dominant operators. This lack of enthusiasm for the operators 
echoes views from 2017 in which: 

Our survey results reveal that only 18% of customers would definitely recommend their 
current operator to friends, colleagues and families. A significant proportion of the 
survey respondents (31%) indicated that they are neutral.30 

The cartoon (see Figure 7) captures some of the feeling about the two biggest operators, with 
a nice, if geeky, pun on daylight robbery. 

                                                      
26 Open Signal (2019) South Africa: mobile network experience report (London: Open Signal).  
https://www.opensignal.com/reports/2019/02/southafrica/mobile-network-experience 
27 Ewan Sutherland (2009) “Counting customers, subscribers and mobile phone numbers” info, 11 (2) 
6-23. https://doi.org/10.1108/14636690910941858  
28 Jane Duncan (2013) “Mobile network society? Affordability and mobile phone usage in 
Grahamstown East” Communicatio, 39 (1) 35-52. https://doi.org/10.1080/02500167.2013.766224 
29 https://www.brandseye.com/research/sa-telco-sentiment-index-highlights-consumer-unhappiness/ 
30 Deloitte (2018) Global mobile consumer survey 2017: the South African cut (Johannesburg: Deloitte). 
https://www2.deloitte.com/content/dam/Deloitte/za/Documents/technology-media-
telecommunications/ZA-Deloitte-South-Africa-Mobile-Consumer-Survey-2017-Mobile_090718.pdf 
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Figure 7 Business Day cartoon 29 April 2019  

 

ICASA needs to collect and publish much more comparative and granular data on a regular 
basis to inform consumers and politicians of the status of different geographies, socio-
economic groups and technologies, and to make comparisons with other countries. 
Examples of good practice include: 

 Ministry of Internal Affairs and Communications (MIC) in Japan; 31 and  
 Office for Communications (OFCOM) in the United Kingdom.32  

It also requires data to be available by province, income levels, disability, race and language, 
together with an understanding of literacy and digital literacy, including cybersecurity, of 
the various groups.  

The current inquiry needs to have a much greater understanding of the use and non-use of 
SIM-cards and smartphones by individuals and by businesses. 

Using market power against the poor 

An important finding by the Competition Commission was that South Africa performed 
markedly worse for prepaid than for post-paid customers, which: 

… indicates a potential structural problem with retail prices in South Africa, whereby 
poorer, prepaid consumers are exploited with relatively higher prices than the wealthier 
post-paid consumers. 

While use amongst post-paid subscribers was growing it was flat amongst prepaid 
customers. This limits or precludes their regular use of apps for: 

 Education; 
 Health; 
 Job searches;  
 Politics; and  
 Shopping.  

There is some relief from this digital exclusion through the creation of telecentres. There 
should be more through the Universal Service Fund, if this was spent on appropriate 
services.33,34,35,36 

                                                      
31 http://www.soumu.go.jp/main_sosiki/joho_tsusin/eng/whitepaper.html 
32 https://www.ofcom.org.uk/research-and-data 
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The Competition Commission argues that the discriminatory mechanism was that poorer 
consumers were limited to mobile operators, having far fewer opportunities to use 
alternative networks. Whereas wealthier consumers were likely to have Wi-Fi on their fixed 
broadband service at home, at work or university, and in shopping malls, which operators 
view as offloading from their RANs. It is far from clear that this mechanism would be 
effective or rational, since the usual argument is that off-loading onto Wi-Fi is favoured by 
operators to save use of their RANs, improving the quality of experience for users and 
saving customers data charges. However, in some countries 4G and 5G are seen as 
replacements for fixed broadband. If the Commission wishes to make this argument it will 
need evidence to support it from operators about their costs and from customers about their 
behaviour, since at present it looks like conjecture or speculation. 

If the operators know that their 2G or SMS and voice revenues are secure, since poor 
customers cannot afford to switch to smartphones with messaging apps and Voice over LTE, 
then they have few incentives to try to accelerate the process, especially given the high levels 
of unemployment and low incomes. 

The Commission argues that a reduction in mobile data prices for poorer customers would 
be unlikely to result in an increase in data usage leaving operators no better off. Yet a 
reduction in prices ought to attract non-users to become customers of mobile data services 
and thus generate additional traffic and revenues. This suggests the analysis by the inquiry 
is deficient or, perhaps, that the operators do not want more customers. 

Discrimination against the poor appears plausible and has not been uncommon in other 
sectors, despite the supposed money to be made from them.37 There is clearly a significant 
problem in the limited adoption of smartphones (see Figure 5) amongst the poor and there is 
a problem in mobile data prices. Yet the argument made by the Competition Commission is 
not supported by data, there being no evidence of how poorer non-users users behave and 
scant evidence of the purpose of the discrimination.  

Legislative complexity 

A central problem in telecommunications policy has been the complexity of legislation, the 
result of poor drafting and inadequate parliamentary scrutiny. The regulation of high prices 
and market structures falls between two stools, the Competition Commission and the 
Independent Communications Authority of South Africa (ICASA). The jurisdictional 
question was left unresolved until the Supreme Court of Appeal allowed the Competition 
Tribunal to hear a case against Telkom, but only after a delay of several years.  

                                                                                                                                                                     
33 Elirea Bornman (2016) “Information society and digital divide in South Africa: results of 
longitudinal surveys” Information, Communication & Society 19 (2) 264-278. 
http://dx.doi.org/10.1080/1369118X.2015.1065285 
34 Samkelo Lutho Booi, Wallace Chigona, Priscilla Maliwichi & Khaya Kunene (2019) “The influence 
of telecentres on the economic empowerment of the youth in disadvantaged communities of South 
Africa” pp. 152-167 in P. Nielsen and H. C. Kimaro (eds.) ICT4D 2019: Information and communication 
technologies for development: strengthening Southern-driven cooperation as a catalyst for ICT4D (Cham: 
Springer). https://doi.org/10.1007/978-3-030-18400-1_13 
35 Toks Dele Oyedemi (2009) “Social inequalities and the South Africa ICT access policy agendas” 
International Journal of Communication, 3, 151-168. https://ijoc.org/index.php/ijoc/article/view/347 
36 Toks Dele Oyedemi (2012) “Digital inequalities and implications for social inequalities”. Telematics 
andInformatics, 29 (3), 302-313. http://dx.doi.org/10.1016/j.tele.2011.12.001 
37 C K Prahalad (2010) The fortune at the bottom of the pyramid: eradicating poverty through profits (Upper 
Saddle River: Prentice Hall). 
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Moreover, the Electronic Communications Act (as amended) is not fit for purpose. It 
borrowed too heavily from more overseas jurisdictions with more sophisticated regulators 
and complex cycles of reviewing legislation. Parts of the ECA have proved unworkable. 

Consequently, some of the options identified by the Competition Commission cannot be 
implemented quickly and are certainly not ‘silver bullets’. Some would require months, if 
not years, to draft legislation to be pushed through a new parliament, that might have other 
priorities, then have independent agencies implement them correctly, following 
consultations, impact assessments and the inevitable delays from appeals, almost certainly 
to the Constitutional Court.  

Separation 

The Commission risks the initiation of litigation, legal uncertainty and delay by suggesting 
the use of separation: 

In both these cases, some form of functional and/or accounting separation may be 
required of the larger networks if there is to be greater transparency as to the costs of the 
radio access network (RAN) and core network relative to the retail services. 

It would be very risky to set ICASA the tasks of determining costs and regulating wholesale 
access, since it does not have a track record that suggests it has a reasonable chance of 
delivering rules that would withstand judicial review. Moreover, it would be a brave, 
perhaps foolhardy, new entrant that relied on ICASA to guarantee access to the MTN and 
Vodacom networks over the sufficiently long period needed to build their business and 
recover their investments. Such a firm could wait long years for the prices and access to be 
sorted out at the risk of reversals in the courts or of policy. 

These are some possible lessons from the Telkom settlement agreement with the Competition 
Commission that helped transform wholesale access to fixed infrastructure. 

In addition, the history of failure to engage in necessary wholesale regulation, not just of 
mobile but also fixed line markets, which has resulted in entrenched concentration 
strongly suggests that reform to the legislative and/or regulatory framework is most 
likely required if the institutions are to deliver on this type of regulatory action going 
forward. 

Accounting or structural separation are not for the short term. 

A shortage of spectrum  

It is common cause that spectrum policy has been dysfunctional for some years.  

A central failure concerns the digital dividend. Back in 2008, the then minister launched 
digital television broadcasting, with a view to shutting down analogue broadcasting. That it 
has not yet been completed and that no date can safely be assumed points to a gross failure 
of implementation. To date, the transfer of spectrum to mobile operators has been frustrated. 
There has been no inquiry into the causes of this failure nor estimates of the economic and 
social costs. 

One cause of high mobile prices is said to be the failure of government and ICASA to release 
more spectrum to mobile operators. There does not appear to be a published table of 
spectrum allocated to operators.38 The dearth of spectrum has been the subject of extensive 
debate and featured in several party manifestos for the 2019 election.  

                                                      
38 One version from ICASA still lists spectrum as being held by USAL holders. 
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In July 2016 ICASA began a process to licence so-called high demand spectrum.39 A legal 
dispute arose following a change of minister, who wished to implement a different policy, 
which was eventually settled out of court.40 ICASA withdrew its invitation to apply (ITA),41 
and DTPS invited comments on its new draft policy direction.42 However, before the matter 
could be concluded yet another minister was appointed, calling for policy changes. She 
allegedly withheld funding from ICASA purportedly in a dispute over spectrum. ICASA 
held a press conference announcing a legal challenge against the government, following 
which the money was paid, with the minister claiming it had not been withheld, and 
announcing yet another delay in publication of the policy direction on spectrum.43 

The Department of Telecommunications and Postal Service (DTPS) made serious errors in 
drafting the Electronic Communications Amendment Bill, containing important provisions 
on spectrum. This resulted in its withdrawal from Parliament until after the 2019 election.44 
The minister who proposed the original Bill was moved long ago. 

The Competition Commission proposes that spectrum assignment be designed to be pro-
competitive. Effectively this means caps on the spectrum held by MTN and Vodacom, but 
not Cell C, Rain and Telkom Mobile. Such a decision might well end up in the courts, where 
operators are regular if not yet vexatious litigants and have achieved considerable delays. 
Moreover, it might prove counterproductive, given the state of the three ‘challengers’.  

Amongst the causes of delay were the repeated decisions by President Zuma to change 
ministers and then to split the ministry, followed by the decision of President Ramaphosa to 
reverse the split, with yet another change of ministers. For many years there was no sense 
that government has viewed spectrum as a matter of urgency or even that it considered it a 
serious matter. A full assessment would require ICASA to publish tables of allocated 
spectrum, with comparisons with BRICS and SADC countries. 

Improving price-based competition  

The Commission notes that the retail mobile market “has remained stubbornly 
concentrated”.  

It is worth recalling that the decision to introduce competition was taken in 1993 after some 
years of debate and that the ANC government botched the subsequent entry of the third 
operator and abandoned plans for a fourth. The eventual entry of a fourth operator was 
largely accidental with Telkom creating 8ta only after it was bought out of Vodacom. 
Despite rebranding as Telkom Mobile it performed poorly for several years, despite access 
to substantial financial resources and infrastructure. Telkom has recently reported 
significantly improved mobile results suggesting it has become a more effective competitor 

                                                      
39 ICASA (2016) “Invitation to apply for a radio frequency spectrum licence to provide mobile 
broadband wireless access services for urban and rural areas” Government Gazette 613 (40145) 2-61. 
40 Minister Dr Siyabonga Cwele and the Council of ICASA agree to settle the spectrum court challenge 
and to initiate the licensing of unallocated high demand spectrum. Media release 26 September 2018. 
https://www.dtps.gov.za/index.php?option=com_content&view=article&id=760:minister-dr-
siyabonga-cwele-and-the-council-of-icasa-agree-to-settle-the-spectrum-court-challenge-and-to-
initiate-the-licensing-of-unallocated-high-demand-spectrum&catid=62&Itemid=277 
41 ICASA “Notice of withdrawal regarding the Invitation to Apply for a Radio Frequency Spectrum 
License to provide Mobile Broadband, General Notice No. 624” Government Gazette 41965 (8 October 
2018). 
42 DTPS “Invitation to provide written comments on proposed policy and policy directions to the 
Authority on licensing of unassigned high demand spectrum”, Government Gazette 640 (41935) (27 
September 2018). 
43 https://city-press.news24.com/News/communications-minister-accused-of-meddling-unlawfully-in-icasa-20190428 
44 https://pmg.org.za/bill/833/ 
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(see Table 3). The third operator recently underwent a significant change of ownership, 
suggesting it may no longer have access to substantial financial resources.  

Table 3 Telkom SA mobile revenues and subscribers (source: annual reports) 

 2019 2018 2017 

Revenues Mobile  ZAR billions 11.0 7.2 6.2 

Mobile data  ZAR billions 5.9 3.7 2.4 

Subscribers Mobile millions 9.7 5.2 4.0 

Pre-paid millions 7.8 3.7 2.8 

Postpaid millions 1.9 1.5 1.2 

Smartphones millions 5.3 2.7 1.5 

      

It is best not to disinter the appalling interventions by government with the under-serviced 
areas licences (USALs), the two Sentech fixed wireless network initiatives or Broadband 
Infraco, other than to note the complete absence of post mortem reports. Policy failures are 
rarely subject to governmental or parliamentary inquiries, consequently lessons are not 
learned, until the recent surge in judicial commissions. 

Setting aside how South Africa got where it is and any associated blame, the Competition 
Commission finds that: 

Vodacom has a share in mobile services more generally, and data services specifically, 
that exceeds the thresholds used in the Competition Act for a conclusive determination 
of dominance. MTN has constantly skirted around the threshold level where there is a 
rebuttable presumption of dominance. These shares have barely changed over time. 

It found that the two dominant operators were largely able to ignore the others, what the 
Commission rather quaintly calls “challenger networks”.  Cell-C was licensed in 2000, 
admittedly in somewhat peculiar circumstances, while Telkom launched 8ta (later Telkom 
Mobile) in 2010, whereas Rain launched its data-only service in 2018.  

The Commission notes that the first two challengers have failed to make progress by 
offering lower prices. The explanation offered is that MTN and Vodacom have significant 
first-mover advantages in terms of network quality and coverage. They claim customers will 
not readily switch away from the big two players, given the markedly poorer networks of 
their rivals, though it might also be club effects of family and friends being on the same 
network. There is very little data to support the contention that the MTN and Vodacom 
networks have very much better networks than the challengers.  

One problem with this analysis is that the first-mover advantages date back a quarter of a 
century. If they still exist, as the Commission argues, then the explanation cannot lie with 
the firms, but with the government and regulator. In any politico-regulatory system some 
decisions create path dependencies, but subsequent analyses, legislative changes and market 
interventions provide opportunities to remedy serious failings. Clearly, these interventions 
would have to have been ineffective in respect of allowing first-mover advantages to remain 
entrenched. The question is why after so many years and so many interventions do first-
mover advantages still exist and why have the government and regulator failed to facilitate 
challengers? 

However commendable it would be remedy any entrenched advantages, it would be 
unlikely to bring short term benefits. It might be possible to enforce sharing of ducts and 
masts or to require wholesale national roaming, but these require a sound statutory basis 
and a strong regulator, neither of which is available. Operators could be forced or persuaded 
to sell masts to a third party, allowing resale to challengers. 
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Facilities sharing 

The Electronic Communications Act 2005 (as amended) contains overly complex provisions, 
inspired in part by European Union legislation, for network sharing that proved extremely 
difficult or in part impossible to implement.  

Nonetheless, the Competition Commission: 

… is of the view that efforts to enhance facilities access and sharing can substantially 
reduce operating costs and ensure the rapid deployment of competing infrastructure, to 
the potential benefit of lower prices eventually. 

It is very doubtful whether proposals for network sharing can be implemented under the 
existing legislation, with any attempt to do so risking delays and failure. It almost certainly 
needs new legislation and the strengthening of the regulator. Moreover, it would appear to 
require greatly increased competition to ensure any cost reductions are passed on to 
customers. 

Fortuitously, there is a legal case that improves access to fixed network assets, holding that 
local housing associations that own infrastructure such as ducts that are used by Telkom can 
also be used by other operators if authorised by the housing association.45 The addition of 
fibre optic cables from Vodacom did not interrupt or spoliate the use of the duct by Telkom 
for the copper cables it had previously installed, even if much of the traffic had switched to 
the fibre. 

If facilities sharing could be enforced under the Competition Tribunal then it would be 
worthwhile pursuing. The provisional findings of dominance against Vodacom and MTN 
would appear to be a promising line of attack.  

Virtual operators 

There are some who believe mobile virtual network operators (MVNOs) can bring more 
competition and shake up the market, with such favourable views dating back two decades.   

Customers of resellers accounted for only 4.6 per cent of all mobile users worldwide at the 
end of 2018, an increase from 4.3 per cent a year earlier and less than 2 per cent in December 
2011. 46 These were supplied by more than 1,000 active mobile resellers worldwide in 2018, of 
which only 3.6 per cent were in Africa compared to 13 per cent of global mobile subscribers. 
China alone has 73 million subscribers using MVNOs or 4.7 per cent of its market. In Europe 
there is some bundling of mobile services with fixed broadband, through firms such as the 
cable operator Virgin Media and the satellite television operators Sky in the United 
Kingdom acting as MVNOs. 

The historic use of service providers in South Africa, an ineffective borrowing from the 
United Kingdom, did little good for consumers. Once again the failure was never properly 
analysed.  

Forcing the introduction of more MVNOs might help, but it is unlikely to be quick and 
would be far from certain. It would require regulated wholesale access to the networks of 
MTN and Vodacom that present legal and regulatory challenges, consequently creating 
uncertainties and delays. 

                                                      
45 Dennegeur Estate v Telkom (366/2018) [2019] ZASCA 37 (29 March 2019) 
http://www.saflii.org/za/cases/ZASCA/2019/37.html 
46 Pete Bell “MVNO market maintains upward trajectory” Telegeography, 16 April 2019. 
https://blog.telegeography.com/mvno-market-maintains-upward-trajectory 
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Self-criticism and price reductions 

The Competition Commission suggests that operators confess their sins and make 
commitments to reduce prices, especially the differential against poorer users. The weakness 
of this is shown by its alternative: 

Absent such commitments, regulators should coordinate around a legislative or 
regulatory means to achieve such outcomes which may include amendments to the ECA, 
additions to ICASA’s End-User and Subscriber Service Charter Regulations,47 obligations 
or an investigation of excessive pricing to lower income consumers by the Commission. 

At best, these look to be medium-term efforts that could easily be delayed or rendered 
ineffective, possibly both. They will remain unconvincing threats, unless a way can be found 
to turn them into something that can be implemented quickly and decisively. 

Perhaps the only lever that might work in the short term is the allocation of the so-called 
high demand spectrum, where the Commission suggests: 

Pro-competitive assignment may include spectrum caps on larger operators, asymmetric 
assignments and set asides for new entrants such as the WOAN, in a manner that 
ensures a prospect of commercial success. 

Again these are medium- to long-term solutions that are uncertain to work, especially given 
legal and political uncertainty. They presuppose that the Treasury could be persuaded to 
forego large sums of money that the two dominant operators would be expected to pay at 
auction, accepting instead changes to the market structure that would boost consumer 
welfare and GDP. They also assume that either prospective market entrants or existing 
challengers can mount an effective challenge against MTN and Vodacom if awarded enough 
spectrum. 

None of the “challenger” operators, Cell-C, Rain or Telkom appears to have the money to 
buy expensive spectrum and to deploy a major network. Assigning the spectrum to Infraco 
or Sentech would be to ignore their inexcusable past errors and incompetence. The WOAN 
is an untried model that has the look and feel of a Gupta-inspired enrichment scheme, with 
the requirement for a remarkable amount of capital to build out a national network for 
which demand is uncertain and the information asymmetries considerable. There are 
remarkably few international parallels for the WOAN, with recent criticism of the US Rivada 
scheme as being an attempt at rent-seeking.48 It has been suggested that ICASA ensure that 
applicants for the WOAN have a viable business plan as well as the technical ability and 
finances to build and operate it. These are judgements in which ICASA has no experience 
and, if they must be made, might be better contracted out to bankers.49  

Given the dangerous fascination of the government with the so-called fourth industrial 
revolution (4IR),50 there will be pressure to deliver 5G networks in short order, something 
only MTN and Vodacom appear able to do at any scale. Path dependencies have left MTN 
and Vodacom in the key positions, having much of the necessary infrastructure, even 

                                                      
47 https://www.icasa.org.za/news/2018/end-user-and-subscriber-service-charter-amendment-regulations-2018 
48 Sue Halpern, ‘A pitch for a nationwide 5G network tailor-made for Trump’s 2020 campaign’ The 
New Yorker, 24 May 2019, https://www.newyorker.com/news/annals-of-communications/karl-rove-
and-a-pitch-for-a-nationwide-5g-network-tailored-to-trumps-2020-campaign; Hal Singer, 
‘Profiteering in the name of national security: Rivada aims to be the next NextWave’, Forbes, 22 May 
2019, https://www.forbes.com/sites/washingtonbytes/2019/05/22/profiteering-in-the-name-of-
national-security-rivada-aims-to-be-the-next-nextwave/#7007adce7042 
49 There is a ghastly parallel in the negotiations between Sentech and Treasury over a national 
wireless broadband network. 
50 One minister has even designed 4IR uniforms. 
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though 5G needs many more antennas and additional backhaul. The risk is that assigning 
them yet more spectrum entrenches the positions of MTN and Vodacom. 

A crude but potentially effective option would be to attach price controls to any new 
spectrum licences.  

MTN and Vodacom could be allowed spectrum provided they accepted price caps based on 
international benchmarks and specifically limited the differential between post-paid and 
pre-paid charges. The cheapest data unit prices in Gigabytes per Rand would be subject to 
an international benchmark with a specified methodology and a list of comparator 
countries. Additionally, the most expensive prices could be limited to a factor of, say, no 
more than 33 per cent above the cheapest prices, which might be reduced over time using a 
glide path. The operators would be obliged to publish the cheapest, median, mean and most 
expensive prices on a monthly or weekly basis, albeit with a risk of price shadowing. 

Conclusions 

A new parliament has just been sworn in, with yet another ANC government that faces a 
range of challenges, one of which is improving mobile Internet access by reducing mobile 
data prices. The Communications Minister has been reappointed, but it is unclear whether 
she will present the existing draft legislation, prepared for one of her predecessors, or begin 
a new round of policy formulation to create some different proposal that might take months 
or years, followed by many more months to convert a new bill into law. The government 
must also finally resolve the problem of the digital dividend by closing down analogue 
broadcasts.  

In an ideal world, any new legislation would also strengthen ICASA to enable it to regulate 
dominant players more effectively, though the evidence is that the government wishes to 
reduce its independence. A robust option would be to bring ICASA under the Competition 
Tribunal, a model that has worked well for competition enforcement. 

A central problem not addressed by the Competition Commission is that large numbers of 
citizens either have no data access on their phones or no phone at all. The dynamics of the 
market cannot be analysed without considering how reducing prices might encourage more 
people to use mobile Internet access. 

A price cap could be imposed as a condition for the immediate release of spectrum to the 
existing operators enforced as a licence condition. The cap could include a maximum 
differential between the prices for post-paid and pre-paid users. It would be appropriate to 
exempt from the cap tariffs that included genuinely unlimited data. 

Given the likely cost of migration to 5G and the absence of prospective market entrants, the 
government is limited to the existing players. It can, in the medium term, try to boost 
alternative or challenger operators with pro-competitive policies, but that would not solve 
the immediate problem and might not do so in the medium-term. 

Since the two major players are dominant there are risks of making matters worse, of further 
entrenching their positions and requiring more regulation. 

The operators make the usual complaints, that they have reduced their prices since the 
benchmarking exercises, that the circumstances in South Africa are not comparable with 
other countries, that investments necessitate higher rates, and so on. These echo mobile 
operators over the decades, having been heard on mobile termination rates (MTRs) and 
international mobile roaming charges with tedious and unimaginative regularity in the 
1990s, 2000s and 2010s. They sing from the same oligopilistic hymn sheet. 

It would be helpful for parliament to conduct post-legislative scrutiny of the ECA and a 
review of ICASA, which could feed into future legislation and policies for the longer term. 


