
A review of the Competition 
C o m m i s s i o n D a t a I n q u i r y 
Provisional Report  

1.The Data Service Market inquiry which was initiated by competition commission 
in terms of section 43B(2) of the Competition Act No. 89 of 1998 (as amended) in 
August 2017, in response to a request from the Minister of Economic 
Development. The initiation of the Inquiry followed persistent concerns expressed 
by the public about the high level of data prices and the importance of data 
affordability for the South African economy and consumers. The purpose of the 
Inquiry as set out in the terms of reference was to understand 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.  

2.Following the initiation, a formal call for submissions was published on 20 
September 2017. Sixteen submissions were received, including the major 
operators and consumer rights organisations. The Commission’s Inquiry team also 
held public hearings in Pretoria from 17th to 19th October 2018 where oral and 
written submission were also requested and received information on services and 
prices from major operators as well as information from other market players.  

3.The Inquiry adopted a number of methods to investigate data prices in South 
Africa. The Inquiry undertook an international benchmarking approach to assess 
the performance of South Africa against other countries. Benchmarking exercises 
are generally assessed to assess policy and regulatory outcomes. The diagnosis 
requires that a country should be compared to countries with similar 
characteristics. These could be in terms of population, economic status and 
geographical conditions.  

4.The Inquiry also assessed price competition in the market by analysing prices of 
different data packages offered by operators. Assessing price movements for 
different packages, it is evident that there has been a minimal price competition in 
the market. The lack of competition in the retail market as per the finding of the 
Commission signifies problems in the wholesale market. Submissions by smaller 
operators confirms this finding as they have argued that large operators use anti-
competitive behavior to stifle competition in the retail market.  

5.The Commission found out that Vodacom and MTN charges high prices in South 
Africa than prices they charge in other countries in which they operate. More 
disturbing is the fact that the two large operator (MTN and Vodacom) submissions 
to the Inquiry were similar arguing that price competition in the South African 
market is adequate. A submission which is not consistent with all other submissions 
including that of smaller operators. This should be a concern for the Commission. 
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6.The provisional report seems to have underplayed the impact of the voice market 
on the data market. An analysis of the South African prepaid market has shown that 
the voice market is still the main revenue contributor to mobile operator revenue. 
More importantly, is a finding that dominant mobile operators (in the voice market) 
have been able to leverage their dominance and use their revenue strength to lock 
out smaller operators. Using their revenue strength these operators are able to 
invest in infrastructure, thereby improving their quality of their networks and 
muscling out smaller operators. 

7. The provisional findings of these inquiry are:  

7.1. Using existing benchmarking exercise done by ITU, Tariffica, ICASA and 
Research ICT Africa, the Inquiry finds that South African data prices are on the 
expensive end as compared to other countries.  

7.2. An assessment of retail and effective price structures show that lower income 
consumers may be exploited to a far greater degree relative to wealthier 
consumers. Consumers of smaller data packages, generally being the poorer 
subscribers, pay more on a MB/GB basis. Relative to a 1GB data package, a 
consumer buying a 100MB data package pay roughly twice the price on a per MB 
basis for the same data validity period. The Inquiry also find that punitive out-of-
bundle (OOB) rates are more frequently imposed on purchasers of small data 
bundles or those that do not commit to a bundle at all.  

7.3. The Inquiry concludes that the failure to release high demand spectrum due to 
delays in digital migration and lack of cost-based facilities access drives up costs.  

8. The Commission has identified a provisional package of recommendations that 
provide immediate relief to high prices, especially for low income consumers, 
combined with initiatives to improve mobile price competition over the medium 
term. These includes:  

8.1. The first recommendation was that there should be a reductions in headline 
prices to current average effective rates data bundles, coupled with a reduction in 
sub-1GB data bundle prices to within a 25% of the 1GB bundle on a per MB basis. 
This will lock into listed prices any current promotional and free data offers, 
address the perverse pricing structure that penalises low income consumers of 
smaller data bundles, and bring about greater price transparency that would assist 
price-based competition. This is coupled with more targeted relief on educational 
data usage through ensuring a consistent industry-wide approach to the zero-
rating of content from public benefit organisations and educational institutions. If 
these cannot be achieved on a voluntary basis then regulatory coordination 
around either legislative, regulatory or enforcement action is recommended.  

8.1.1. The Commission finding that the structure and approach to data pricing in 
the South African market inhibit competition and perpetuate high pricing to low 
low-income consumers is consistent with the findings of Research ICT Africa. A 
Research ICT Africa Policy Brief no.3 (2017) concludes that data pricing innovations 
have not only made it difficult for consumers to identify which packages are the 
most practical and cost effective for them. These innovations increase the degree 
of information asymmetry in the market and increases the cost to consumers 
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significantly. As per findings of the Commission, some of these costs include the 
differential between out-of-bundle rates and in-bundle rates. Consistent with 
Research ICT Africa’s findings, the Commission finds that mobile operators over-
charge low income users. For instance, for a 15MB monthly data package 
Vodacom charges an in-bundle rate per MB of 66c, for a 1GB it charges 15c, 4 
times less than what a 15MB consumer is paying and for a 20GB it charges 5c, 3 
times less than what 1GB subscriber pays, 13 times less than the price paid by 
15MB subscriber and 4 times less than the amount paid by a 500MB consumer.  

8.1.2. Of particular concern is the current pricing innovation adopted by Vodacom, 
where prices are differentiated by consumer’s consumption patterns. These 
customer tailored products tend to over-charge low-income consumers. 
Furthermore, Vodacom customers who are not using the Vodacom app are 
charged higher prices as compared to those who buy on the app. This makes the 
global trend towards flat rate pricing (based on return on investment) an attractive 
option from consumers protection perspective. Research ICT Africa recommends 
that Commission to impose a flat pricing.  A pricing strategy that is currently used 
by new entrant Rain, offering 5c per MB.    

8.1.3.The Commissions finding that there is minimal competition in the data market 
is also consistent with the finding of Research ICT Africa that minimal competition 
in the market and dominance of the two first entrants (MTN and Vodacom) has 
resulted in anti-competitive outcomes. Research ICT Africa is in support of the 
Commission’s recommendation that there should be a reduction in operator 
headline prices. An outcome that can be achieved on a voluntary basis or through 
regulatory or enforcement. Clearly this finding suggests that there are some 
economic inefficiencies in the market generated by through excessive prices and 
producing lower than the competitive level of access and usage of data services in 
South Africa. An outcome that lead to operators making abnormal profits. This is an 
evidence of existence of market power/dominance in the market or in extreme 
scenario an outcome of collusion. It is therefore critical for the Commission to 
conduct a detailed market review. The market review should aim to understand the 
cost of providing data services with an aim of replicating a competitive market 
outcome by forcing operator prices to be closer to costs.  

8.1.4. Research ICT Africa conducted an exercise to determine what data prices 
should be in the South African market. The exercise was done based on the 
offerings advertised by the operators. As per all mobile operators’ annual reports, 
they are all making positive profits. We take Vodacom to be the most efficient 
operator in the market. Vodacom continued to make abnormal profits despite its 
promotional packages which gave consumers double the value of MB purchased. 
This implies that the effective rate for each product is half of what they are charged. 
For instance, for 1GB data that cost R149, the effective price for a 1GB data 
becomes R74.5. Vodacom was able to run this promotional deal for a period more 
than a year and continued to make profits. This is critical information that can 
become handy to regulators when setting prices in a market that is characterized 
by information asymmetry and moral hazard. Considering this important market 
information Research ICT Africa recommends that the Commission should consider 
imposing a flat rate pricing structure. Price per MB for monthly data products 
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should be around R0.074. This will lead to a 50% reduction in advertised 1GB data 
prices of MTN, 26% reduction in the price of Cell C and Telkom and 2c higher than 
the rate charged by Rain.  

8.2. Secondly the Commission recommended an urgent assignment of high 
demand spectrum and cost-oriented access to a broader range of facilities to 
reduce infrastructure costs, factors which the operators themselves consider to be 
behind higher prices. However, that assignment should be contingent upon 
commitments to pass on the cost savings operators say will be realized, through 
lower data prices. Spectrum assignment should also be contingent upon 
additional commitment to assist in extending affordable access, such as free public 
Wi-Fi in lower income areas and commuter routes.  

8.2.1. Researcher ICT Africa welcome the Commission’s recommendation for 
urgent assignment of high demand spectrum. The assignment of high-demand 
spectrum to operators will enable more cost-effective delivery of 4G/LTE services. 
This has been delayed for more than six years due to legal dispute between ICASA 
and the Ministry (DTPS), which has proposed that the spectrum should be reserved 
for a national wireless wholesale open access network.  

8.2.2. As this process seem to be taking longer than expected we recommend that 
regulators should explore ways of reducing some of the cost drivers associated 
with the broadening of services in the country. These includes: (a) making available 
unused spectrum to communities and entities wishing to offer low-cost services; 
(b) enabling the deployment of dynamic spectrum technologies on the vastly 
underutilized spectrum available in rural areas which can be deployed at a fraction 
of the cost of GSM services; and (c) fast tracking the roll out of public Wi-Fi, as 
mandated by SA Connect, particularly to schools where social and economic 
multipliers are greater for communities and particularly beyond the major 
metropolitan areas so all citizens can harness the benefits of the Internet.  

8.3. The Commission also recommended an intermediate programme to enhance 
price-based mobile competition. This would include moving national roaming 
agreements towards more cost-orientated pricing levels to enable smaller 
networks to be more aggressive on price without being penalized with roaming 
losses. It would also include opening up to retail-based competition through 
wholesale network access to MVNOs and fairer pricing levels to these and other 
resellers. Functional or accounting separation of the network from the retail 
operations for the larger network may be desirable in support of such wholesale 
access. Reforms to the legislative and/or regulatory framework in the sector is also 
desirable if the past impediments to wholesale regulation are to be avoided going 
forward.  

8.3.1. The submission of smaller operators has shown that larger operators engage 
in anti-competitive strategies in the wholesale market to restrict competition in the 
retail market. Smaller operators have argued that the lack of regulation in quality 
offered in the wholesale market has resulted in the dominant operators providing 
low quality services to small operators which result in small operators losing 
consumers due to poor quality services.  
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8.4. Lastly, the Commission recommends an intermediate programme that will also 
incorporate support for the development of alternative infrastructure for the 
provision of data services in lower income areas and secondary cities and towns 
nationally. This will enable greater mobile off-load opportunities to potentially 
cheaper alternatives, including free public Wi-Fi, which not only reduce overall cost 
of data but can bring some additional competitive pressure on mobile pricing. 
Under the lead of the DTPS, it is recommended that government seek to crowd in 
private provision of free public Wi-Fi in innovative ways and use that process to 
also extend fixed line infrastructure into lower income areas. This should be 
supported by other initiatives to reduce the cost of rollout, such as the proposed 
rapid infrastructure deployment that accelerate wayleave permissions and the use 
of municipal facilities such as poles for aerial fibre.  

8.4.1. Research ICT Africa welcome this recommendation.  
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