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          14 June 2019 

Attention: Jason Aproskie 

Principal Economist 

Economic Research Bureau 

Competition Commission South Africa 

 

Email:   datainquiry@compcom.co.za  

Dear Mr Aproskie 

WRITTEN SUBMISSION BY THE SOS COALITION ON THE DRAFT DIGITAL SERVICES MARKET INQUIRY 

REPORT 

1. INTRODUCTION 

 

1.1. The Competition Commission (‘the Commission’) has invited written submissions on the Draft 

Digital Services Market Inquiry Report (‘the Report’), due by 14 June 2019. This submission is 

made by the SOS Support Public Broadcasting Coalition (SOS Coalition). This submission is 

endorsed by Media Monitoring Africa, which will also be making its own submissions. 

 

1.2. The SOS Coalition: 

mailto:datainquiry@compcom.co.za
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1.2.1. The SOS Support Public Broadcasting Coalition (SOS) is a civil society coalition that 

advocates for the presence of robust public broadcasting in the public interest to deepen 

our constitutional democracy.  The coalition represents trade unions, non-governmental 

organisations (NGOs), community-based organisations (CBOs), community media, 

independent film and TV production sector organisations, academics, freedom of 

expression activists and concerned individuals. 

 

1.2.2. SOS campaigns for an independent and effective public broadcaster. We engage with policy-

makers, regulators, and law-makers to secure changes that will promote citizen-friendly 

policy, legislative and regulatory changes to broadcasting and its associated sectors. 

 

1.2.3. The Coalition campaigns for the above by: 

 

1.2.3.1. Lobbying for transparency and accountability by all institutions governing public and 

community broadcasting, viz: Parliament, the Ministry and Department of 

Communications, the Independent Communications Authority of South Africa (ICASA), 

the Media Development and Diversity Agency (MDDA), the SABC, the Universal Service 

and Access Agency of South Africa (USAASA), and also the Competition Commission; 

 

1.2.3.2. Promoting a constructive, engaged role with all stakeholders, including industry bodies 

such as the National Association of Broadcasters (NAB) and the National Community 

Radio Forum (NCRF), as well as a range of NGOs, CBOs, campaigns and others; and 

 

1.2.3.3. Researching international best practices to inform all aspects of our work and 

supporting evidence-based policy-making and regulatory practice by Parliament, the 

Executive and the various regulatory authorities and state agencies mentioned above. 

 

1.2.4. As part of its lobbying work the Coalition writes submissions, commissions research, 

engages the media, organises public meetings and, where appropriate, mounts pickets and 

protests. Our contributions in advocating for a public-interest-focused public broadcaster 
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have been recognised by the broadcasting sector, the media, the courts, and Parliament as 

being immensely valuable. 

 

1.2.5. Overall, the work that SOS does has helped to contribute to the growing public 

understanding of the SABC as “our” public broadcaster – one that must not be captured by 

commercial or special interests, the state or by a particular faction of the ruling party, and 

one that must service the information and entertainment needs of the citizens of the 

country. 

 

2. NATURE OF THIS SUBMISSION 

 

2.1. SOS has extensive experience in acting in the public interest on matters of freedom of expression 

and specifically public service broadcasting, and in contributing to ICASA and Department of 

Communications-processes with regard to broadcasting. 

 

2.2. Further, as the Commission will be aware, SOS is concerned about the electronic communications 

environment as a whole, even though traditionally its area of focus has been on broadcasting 

and, in particularly, on the public broadcaster, the SABC. In particular SOS made detailed 

submissions on the Electronic Communications Amendment Bill, before it was withdrawn.  

Accordingly, SOS is well placed to offer informed input on this draft Report.  

 

2.3. In responding to the issues raised in the draft Report, SOS does not necessarily deal with all the 

issues raised, or address them in the order in which they arise.  Nor do we confine ourselves to 

the issues directly canvassed in the draft Report. 

 

2.4. In making these submissions, SOS is attempting to assist the Competition Commission in: 

2.4.1.1. Arriving at an understanding of the factors and features of the data services 

market(s) and value chain that may cause or lead to high prices for data services; 

and 

2.4.1.2. Making recommendations that would result in lower prices for data services. 
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3. RELEVANCE OF DATA SERVICES MARKET PRICING FOR THE DELIVERY OF AUDIO-VISUAL CONTENT 

SERVICES, INCLUDING BROADCASTING  

3.1. The delivery of broadcast and broadcast-like content is increasingly shifting away from traditional 

terrestrial radio and television broadcast services towards online streaming and on-demand 

delivery. 

3.1.1.   A recent survey of TV viewers in the US found that nearly 40% of those under 35 listed 

Netflix as the platform they used most often to view video content on their TVs, with 

YouTube coming a distant second (17%); and cable TV (13%) and broadcast TV (8%) lagging 

well behind1. 

3.1.2.   Similarly, in the UK, regulator Ofcom reports that subscriptions to television streaming 

services, such as Netflix, have now overtaken subscriptions to traditional pay television for 

the first time2. 

3.1.3.   South Africa too is following a similar trend, with the burgeoning availability of fibre-to-

the-home services, and with subscription TV broadcaster Multichoice seeing a drop in its 

affluent premium subscriber base and considering how to deal with the onslaught of 

streaming competitors like Netflix, Amazon and YouTube3.   

3.1.4.   Accordingly, the SOS itself has noted in its Vision document that “terrestrial television – 

both analogue and digital - is a dying market, facing fundamental inroads from over-the-top 

(OTT) and streaming services delivering television-like content on the one hand, and from 

subscription services delivered via satellite on the other”4. 

3.2. Accordingly, the pricing and availability of data services is an issue of high relevance for the future 

of broadcasting and for the distribution and availability of audio-visual services and content going 

forward.  

                                                           
1 Variety, 3 July 2018, https://variety.com/2018/digital/news/netflix-tv-survey-broadcast-cable-youtube-1202864459/.   
2 OfCom, 18 July 2018, https://www.ofcom.org.uk/about-ofcom/latest/features-and-news/streaming-overtakes-pay-tv.  
3  MyBroadband, 7 January 2019, https://mybroadband.co.za/news/broadcasting/290662-how-streaming-is-killing-linear-
tv.html.  
4 SOS, 2019, https://www.soscoalition.org.za/.  

https://variety.com/2018/digital/news/netflix-tv-survey-broadcast-cable-youtube-1202864459/
https://www.ofcom.org.uk/about-ofcom/latest/features-and-news/streaming-overtakes-pay-tv
https://mybroadband.co.za/news/broadcasting/290662-how-streaming-is-killing-linear-tv.html
https://mybroadband.co.za/news/broadcasting/290662-how-streaming-is-killing-linear-tv.html
https://www.soscoalition.org.za/
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3.3. Secondly, as noted at several places in the draft Report, the lack of availability of high-demand 

spectrum acts as a critical brake on the reduction of the price of data services, and on the greater 

quality and wider bandwidth necessary for online delivery of broadcast-like content, with the 

Commission describing the “the completion of the digital migration process and the release of 

[high-demand spectrum] in the 700 MHz and 800 MHz bands to mobile broadband [as] urgent”. 

3.3.1.   SOS has long urged the urgent completion of the digital migration and the consequent 

release of digital dividend spectrum. Given the ongoing delays in the process, SOS is now 

calling for a “fundamental and urgent review of the entire broadcasting digital migration 

project”, with the possibility that it be shelved on its entirety in favour of satellite delivery5.  

3.3.2. That said, the release of digital dividend spectrum needs to “take account of technological 

change and market shifts.. [but must nonetheless] above all…protect access by the poor to 

free-to-air, public broadcasting” 6.    

3.3.3. Accordingly, SOS has a firm interest in making spectrum, and specifically digital dividend 

spectrum, available as an important driver in the reduction of prices in the data services 

market.  

3.4. At the outset, SOS has some general concerns regarding the draft Report and its associated 

process: 

3.4.1.   Firstly, we are concerned at the extent to which the draft Report has been redacted to 

exclude information that is confidential or commercially sensitive.  Whilst we accept the 

bona fides of the Commission in assessing and evaluating the information thus hidden and 

the points thus obscured, it does undermine the ability of stakeholders to interrogate the 

draft Report in full.  We trust that such redaction has been kept to a minimum, and would 

like to see excised data replaced by a high-level summary of its import. 

3.4.2.   Secondly, SOS is concerned that insufficient attention has been paid to the lack of 

availability of suitable end-user access devices, smartphones in particular, at affordable 

prices.  Notwithstanding the recent (and welcome) introduction of sub-R500 smartphones 

                                                           
5 SOS, 2019, https://www.soscoalition.org.za/.  
6 SOS, 2019, https://www.soscoalition.org.za/.  

https://www.soscoalition.org.za/
https://www.soscoalition.org.za/
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by the two major operators, handset pricing remains, in our view, a key inhibitor of access 

to data services on the part of poor consumers.  Indeed, Research ICT Africa finds the cost 

of the device to be the primary barrier to Internet access7.  As in the debate over the 

affordability of prepaid telephony minutes some years ago, it must be noted that users do 

not consume data on its own.  The analysis therefore needs to factor in the total cost of 

access to data services, which includes both device and data. 

3.4.3.   In like vein, it is the view of the SOS that the analysis needs to pay more attention to those 

on the far side of the data divide, the substantial numbers of South Africans who, for various 

reasons, remain excluded from the data services market.  In this regard, we note that Stats 

SA shows 35% of South Africa households have no single member with any form of lnternet 

(ie data) access, and that barely 10% of households have the Internet at home 8 .    

Interventions should not only be focused on driving down the cost of data, but must also 

propose measures to stimulate universal access and service in relation to data services.    

4. ANALYSIS OF PRICES IN THE DATA SERVICES MARKET  

4.1. The SOS notes the analysis undertaken by the Commission in respect of pricing in the data 

services market. 

4.2. We are aware that price benchmarking is fraught with challenges, many of which are recognised 

by the Commission.  We note, too, the criticisms levelled by some commentators: that the 

benchmarking data is derivative, dated and contains some unexplained interpolations (Albania, 

Afghanistan, Cyprus etc)9.  Nonetheless, we agree with the general overall conclusion from the 

benchmarking section of the report: namely that the “existing international comparisons on 

mobile prepaid data prices collectively show that South Africa currently performs poorly relative 

to other countries”, implying a data services market functioning far less than optimally, and 

hence the need for regulatory redress.  

                                                           
7 Research ICT Africa finds that the high price of data is the second most significant inhibitor to Internet access, behind the cost 
of Internet-enabled devices (RIA, 2018, https://researchictafrica.net/wp/wp-content/uploads/2018/10/after-access-south-
africa-state-of-ict-2017-south-africa-report_04.pdf.     
8 Stats Sa, 2918, http://www.statssa.gov.za/publications/P0318/P03182018.pdf  
9 MyBroadband, 25 April 2019, https://mybroadband.co.za/news/columns/304158-absolutely-terrible-research-in-mobile-data-
pricing-report.html.  Benchmark data, by its very nature, is likely to be dated by a year or two.  And none of the interpolations is 
without justification. 

https://researchictafrica.net/wp/wp-content/uploads/2018/10/after-access-south-africa-state-of-ict-2017-south-africa-report_04.pdf
https://researchictafrica.net/wp/wp-content/uploads/2018/10/after-access-south-africa-state-of-ict-2017-south-africa-report_04.pdf
http://www.statssa.gov.za/publications/P0318/P03182018.pdf
https://mybroadband.co.za/news/columns/304158-absolutely-terrible-research-in-mobile-data-pricing-report.html
https://mybroadband.co.za/news/columns/304158-absolutely-terrible-research-in-mobile-data-pricing-report.html
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4.3. Further, we note that the Commission has focused on the extreme levels of disparity in the price 

of prepaid data bundles - between the largely affluent purchasers of large denomination (1 GB 

or more) data bundles and the mostly poorer purchasers of smaller bundles (50 MB or less).  Our 

own calculations suggest that data for poorer consumers of small bundles costs upwards of 300% 

more than the per megabyte price for the more consumers of large denomination bundles.  The 

disparity in pricing between rich and poor consumers is further exacerbated by the increasing 

availability of high-bandwidth, high-quality fibre services for affluent households at even lower 

unit costs.  Such a situation clearly disadvantages poorer users, consuming smaller quantities of 

data, and acts as a substantial barrier to uptake and usage.  It acts further as a significant barrier 

to broadband entry to potential users deterred by the cost of access10.  It is clearly not in the 

public interest for the poor to be so denied access to online content and services.     

We therefore agree with the conclusion of the Commission that the “pricing structure for data in 

South Africa disadvantages poor consumers” and support intervention to address what is clearly 

a substantial problem in the sector.  

4.4. Further, we agree with the Commission’s finding that lack of access to high-demand spectrum is 

a key factor in in maintaining high data service prices.  In particular, the ongoing unacceptable 

delay in finalising the migration to digital terrestrial television broadcasting on the part of the 

Department of Communications means that the key digital dividend spectrum in the 700 MHz 

and 800 MHz bands remains blocked for use in data services delivery.      

It is the view of the SOS that the changing television market has rendered DTT largely irrelevant 

and outdated.  In our view “terrestrial television – both analogue and digital - is a dying market, 

facing fundamental inroads from over-the-top (OTT) and streaming services delivering television-

like content on the one hand, and from subscription services delivered via satellite on the other. 

We already face a new television divide, with the consumption of premium television content 

having shifted to digital satellite platforms, along with the majority of ad-spend. Already it is 

largely the poorer households who are left as consumers of analogue terrestrial television” 11.  

                                                           
10 Research ICT Africa finds that the high price of data is the second most significant inhibitor to Internet access, behind the cost 
of Internet-enabled devices (RIA, 2018, https://researchictafrica.net/wp/wp-content/uploads/2018/10/after-access-south-
africa-state-of-ict-2017-south-africa-report_04.pdf.     
11 SOS, 2019, https://www.soscoalition.org.za/.  

https://researchictafrica.net/wp/wp-content/uploads/2018/10/after-access-south-africa-state-of-ict-2017-south-africa-report_04.pdf
https://researchictafrica.net/wp/wp-content/uploads/2018/10/after-access-south-africa-state-of-ict-2017-south-africa-report_04.pdf
https://www.soscoalition.org.za/
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It is for these reasons that the SOS has called for DTT in South Africa to be scrapped, either in its 

entirety or outside of metropolitan areas.  We reiterate this call as a solution to the broadband 

spectrum crunch, one that has the potential of freeing up, in the relatively short term, much-

needed spectrum to enable cost reductions for the data services market.  

4.5. We are concerned that the Commission, in its assessment of the data services market appears to 

give credence to the licensing of a Wireless Open Access Network (WOAN) provider, as envisaged 

on the 2016 White Paper of the DTPS and as specified in the thankfully now-withdrawn Electronic 

Communications Act Amendment Bill.  

SOS is on record as being firmly opposed to the envisaged licensing of such a WOAN on several 

grounds, viz:  the lack of sufficient basis for the model in the 2015 recommendations of the ICT 

Policy Review Panel;  the fact that such a licence is fundamentally at odds with the existing 

horizontal licensing framework the underpins the ECA;  the fact that such a WOAN is an untried 

experiment at odds with international best practice and research; the fact that the Department’s 

own commissioned advice recommended  against the establishment of a WOAN;  and the fact 

that the proposed provisions governing the WOAN were fundamentally anti-competitive.     

The SOS continues to view the proposed WOAN as highly problematic, indeed as inimical to 

reducing data service prices.        

4.6. SOS supports the finding of the Commission that lack of cost-based access to facilities by 

providers without significant market power is a key inhibitor of competitive pricing of data 

services.  Similarly, the failure to promulgate and implement the rapid deployment guidelines 

provided for in the ECA from as far back as 200512, is another facilities-related driver of high data 

service prices.  

4.7. Further, SOS agrees with the Commission that there are insufficient competitive pressures in the 

data services market, where significant market power resides in the hands of Vodacom and MTN.  

SOS agrees with the Commission that this is an “oligopoly market structure as there are 

indications that the market is concentrated and dominated by a small number of firms”. We 

                                                           
12 RSA, 2005.  The relevant section (Section 21) was revised in 2014 and was the subject of over-extensive provisions in the now 
withdrawn Electronic Communications Amendment Bill of 2018.    
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agree with the analysis that shows the inability of price competition to drive down retail price 

levels in the market.   

5. ANALYSIS OF PRICES IN THE DATA SERVICES MARKET  

5.1. SOS is by and large in support of the interventions proposed by the Commission to drive down 

the price of data services. We single out in particular some of the recommendations for comment 

below.  

5.2. In particular we support the proposed short-term regulatory intervention to limit differential 

pricing in respect of data bundles.  Indeed, there is little reason why full parity pricing per MB 

should not be imposed as a pro universal access and service measure. Such an intervention could 

go even further to include the provision of a mandatory ‘lifeline’ data allocation per user, along 

the lines of lifeline tariffing as applied to the provision of water services.     

5.3. In the medium term SOS is of the view that ICASA should undertake a full Chapter 10 inquiry into 

data service pricing, along the lines of its very successful intervention in respect of mobile 

termination rates, which has had a demonstrable downward impact on mobile voice pricing13.  

5.4. SOS further supports the recommendation that high-demand spectrum be made available on an 

urgent basis.  This requires that the Minister urgently and forthwith issue her final policy direction 

in respect of high-demand spectrum. 

5.5. SOS is further of the view that the move to DTT be either abandoned or substantially curtailed in 

favour of satellite provision of such services, so that the associated digital dividend spectrum may 

be made available to broadband data services providers as a priority.   

5.6. We agree that the allocation of high-demand spectrum should not be driven by the need to 

maximise revenues, but rather should prioritise ensuring that benefits accrue to the sector, to 

the current users of data services, and to those who remain still unserved.  This implies that the 

award of high-demand spectrum be tied to data service pricing, either directly or indirectly, as 

                                                           
13  Mothobi, O, 2017, https://econrsa.org/publications/working-papers/impact-telecommunication-regulatory-policy-mobile-
retail-price-sub.  

https://econrsa.org/publications/working-papers/impact-telecommunication-regulatory-policy-mobile-retail-price-sub
https://econrsa.org/publications/working-papers/impact-telecommunication-regulatory-policy-mobile-retail-price-sub
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well as to universal access and service commitments, including coverage and the provision of 

lifeline data to poor users. 

5.7. SOS does, however, have reservations about the formalised provision of zero-rated content, 

insofar as this impacts on net neutrality, and creates perverse incentives for content providers 

to be defined as zero-rated services, potentially requiring the establishment of a content 

classification regime.  That said, should such a regime be established, it is essential that public 

service media content be included within its ambit. 

5.8. SOS further agrees that a set of rapid deployment guidelines and framework will have an 

important impact, facilitating the speedy rollout of data infrastructure and services.  We note 

that such guidelines were envisaged in the ECA from its 2005 outset, and find the nearly 15-year 

failure to promulgate then inexcusable.   

5.9. SOS further supports the call for far better collaboration between regulators. We note that 

Section 3A of the existing ICASA Act requires concurrent jurisdiction agreements with the 

Competition Commission and the Consumer Commission, and that Chapter 10 of the ECA 

provides for collaboration between ICASA and the Commission on competition matters, and that 

ICASA already has MoUs with the Commission (2002 – badly in need of an update) and the 

Consumer Commission (2015).   There seems to be little of substance that stands in the way of 

more regular structured meetings and an ongoing formal interface.  The SOS would support 

engagement of this nature.   

5.10. The SOS agrees that a more substantial deployment of free public WiFi would have a 

positive impact on data service pricing, and would support interventions in this direction.  It is, 

however, important that state-funded WiFi projects be undertaken in such a manner as to avoid 

the crowding out of private sector investment. 

5.11. Finally, the SOS agrees that the imposition of structural separation on data service 

providers be retained as a regulatory intervention of later resort, one to be entertained when 

other actions designed to reduce data service prices fail to achieve the desired effect.  
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6. CONCLUSION 

6.1. In the light of the points made above, the SOS broadly agrees with the analysis undertaken by 

the Competition Commission in its Draft Digital Services Market Inquiry Report, and agrees with 

the majority of its conclusions and recommendations.  

6.2. We urge the Commission to take into account the further issues that we have raised and the 

additional recommendations that we have made above. 

6.3. We urge both the Commission and the sector regulator, ICASA, to act expeditiously upon all these 

conclusions and recommendations to ensure that the data services market becomes more 

competitive, that prices are reduced, and that the aspirations and needs of the millions of South 

Africans as yet unconnected to the Internet, along with the cornucopia of services and content it 

offers, are taken into account. 

7. SOS is therefore glad to have been availed the opportunity to have made these submissions to the 

Competition Commission, and trusts that regulatory actions will ensue and that these will achieve the 

desired outcomes. 

8. Please do not hesitate to contact SOS should the Commission have any queries or require any further 

information. 

Thank you 

Yours Sincerely 

 

Duduetsang Makuse       

National Co-ordinator, SOS       


