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COMPETITION ASSESSMENT TO INFORM THE LICENSING OF THE 

INTERNATIONAL MOBILE TELECOMMUNICATION SPECTRUM ON THE ICT 

SECTOR 

 

 

BACKGROUND 

 

The Independent Communications Authority of South Africa (“the Authority”) is to make 

available a large amount of spectrum of 406 MHz25 for licensing for the provision of 

mobile broadband services in South Africa. Given the scarcity of spectrum, it is likely to 

be particularly important in shaping future competition in mobile markets in South Africa 

and the extent to which individual national26 and/or sub-national27 wholesalers are able 

to credibly compete with each other. 

An important pre-requisite for the determination of fair economic value of the four bands 

and the spectrum auction itself is taking a view on the current state of competition as 

well as considering competition in mobile broadband markets in South Africa in the 

future. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                            
25 80 MHz is set-aside for the licensing of the WOAN 
26 A licensee that controls access to its Radio Access Network (RAN) and is capable of providing IMT services on a wholesale basis to 
roaming and Mobile Virtual Network Operator (MVNO) customers, where the licensee’s RAN is capable of serving more than 50% of the 
population in South Africa. 
27 A licensee that controls access to its RAN and is capable of providing IMT services on a wholesale basis to roaming and MVNO 
customers, where the licensee’s RAN is capable of serving less than 50% of the population in South Africa. 
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Overview 

 

1 In this section, the Authority considers competition pre- and post-auction. The 

Authority considered three types of competitors who provide mobile services: 

 national wholesaler; 

 sub-national radio access network (“RAN”) operator; and 

 other retailers (including smaller ISPs and Mobile Virtual Network Operators 

(“MVNOs”)). 

2 The Authority envisages that all three types of competitors will operate in the retail 

mobile market in the future post-auction. These markets are currently being 

analysed by the Authority through its MBI’28 and were analysed in the Data Services 

Market Inquiry (DSMI29) published in December 2019 by the Competition 

Commission. 

3 The Authority adopts the term “national wholesaler” from the Ofcom 2012 

Competition Assessment,  to refer to a licensee that controls access to its RAN and 

is capable of providing IMT services on a wholesale basis to roaming and MVNO 

customers, where the licensee’s RAN is capable of serving more than 50% of the 

population in South Africa. The Authority use this term rather than the more widely 

used “Mobile Network Operator” (MNO), since owners of sub-national RANs are also 

network operators, albeit on a much smaller scale. The Sub-National Wholesaler 

refers to a licensee that controls access to its RAN and is capable of providing IMT 

services on a wholesale basis to roaming and MVNO customers, where the licensee’s 

RAN is capable of serving less than 50% of the population in South Africa. 

4 Additionally, national wholesalers could share or contract for access to national RANs 

and still be in a position of controlling wholesale access, but not actually operating 

the network. National wholesalers supply access to their RANs to a variety of 

downstream retail operations, including MVNOs, operators of smaller sub-national 

                                            
28 Independent Communications Authority of South Africa Act, 2000 as amended (Act No. 13 of 2000): Discussion document on Mobile 
Broadband Services Inquiry, Government Notice No. 1560, published on 2 December 2019, National Gazette No. 42878, Vol. 654 (‘The 
ICASA MBI discussion document’). 
 
29  Competition Act, No. 89 of 1998 (as amended) (“the Act”): Completion of the Data Services Market Inquiry December 2019, 
Government Notice No. 1588, published on 6 December 2019, National Gazette No. 42891, Vol. 654 (‘The Competition Commission 
DSMI report’). 
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RANs and their own downstream retail operations. National wholesalers include, in 

this context, parties who are already actively supplying third parties in a wholesale 

market, and also those who have the ability to do so but choose not to, only 

supplying their own retail operation.  

5 On the basis of the above definitions, this assessment suggests that there are 

currently the following competitors in the South African market: 

1. National wholesalers Tiers: There are four national wholesalers30. In this 

competition assessment, the Authority uses the term “tier one operators” to 

refer to Wholesale National Operators31 that have a retail market share in excess 

of 45% in more than 10 municipalities and uses the terms “third national 

wholesaler” and “fourth national wholesaler”, collectively ‘tier-two operators32’ 

to refer to Wholesale National Operators that have a retail market share of below 

45% in less than 10 municipalities. 

2. Sub-national RAN operators: Operators who own RANs but operate only in 

limited parts of South Africa33.  

3. Other retailers: Any competitor who provides mobile services to consumers 

but is not a national wholesaler or a sub-national RAN operator.  The main 

category of such competitors are MVNOs. The “other retailer” may manage 

certain functions itself (including signing up customers, billing and so on) or buy 

these services on a wholesale basis.  

6 In the following section, the Authority first considers competition pre-auction, 

followed by a discussion on competition post-auction. 

 

 

 

                                            
30 Namely Vodacom, MTN, Cell C and Telkom Mobile 
31 Vodacom and MTN 
32 Cell C and Telkom Mobile 
33 Rain and Liquid Telecoms 
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Competition pre-auction 

7 The Authority’s discussion document on its MBI34 and the Data Service Mobile 

Inquiry (DSMI)35 of the Competition Commission both suggest that markets for 

mobile services are not serving consumers well. 

8 In the following sections, the Authority considers barriers to entry, retail and 

wholesale market shares, retail prices as well as access and spectrum assignments 

pre-auction; in undertaking a competitive assessment of the market. 

Barriers to entry 

9 The preliminary finding of the Authority’s MBI discussion document is that barriers 

to entry in markets for mobile broadband services in South Africa are high.  

10 Facilities based entry: In respect of facilities-based entry, access to spectrum, sites 

and supplementary roaming are very high barriers. This is because of the nature of 

spectrum assignments, the expense of rolling out new sites, the relatively limited 

extent of site sharing in South Africa, and the high costs of national roaming. These 

barriers to entry contribute to the ineffective levels of competition in markets for 

mobile services in South Africa.  

11 Barriers to entry and expansion include the substantial investments required in 

marketing and distribution networks. 

12 In addition, there are legal barriers to entry in that an Individual Electronic 

Communications Network Service (“I-ECNS”) licence is required in order to enter 

markets for mobile broadband services.  

13 Services based entry: MVNO or Access Point Node (APN) accesses are required for 

services-based entry. At present, access at the services layer via APN or MVNO 

services are available only at high cost in the former case, and only one operator 

directly provides MVNO services. 

Retail and wholesale market shares and market power 

14 Two operators have a combined market share of almost 75% (see Figure 1), and 

the market is highly concentrated with an Herfindahl-Hirschman Index (HHI) of 

                                            
34 Published in the Government Gazette No.  42878 (Notice No. 1560) on 02 December 2019 
35 Published in the Government Gazette No.  42891 (Notice No. 1588) on 06 December 2019 
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3,076. This is considered to be highly concentrated. For example, the US 

Department of Justice refers to markets with an HHI above 2,50036 as highly 

concentrated, while the UK’s Competition and Markets Authority refers to markets 

that have an HHI of above 2000 as highly concentrated.37 

15 The preliminary findings of the MBI indicate that there are high levels of 

concentration that vary between municipalities, where market shares are even 

higher in many cases (see Figure 2).  

Figure 1: Market shares (connections, 2005 - 2019) 

 
Source: Operator annual reports and disclosures 

                                            
36 See: https://www.justice.gov/atr/horizontal-merger-guidelines-08192010#5c  
37 See:  
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/284449/OFT1254.pdf 
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Figure 2: Herfindahl-Hirschman Index, by local and metropolitan municipality (retail) 

  

Source: MBI discussion document 

16 A number of licensees have significant market power in various municipalities, as 

measured using the dominance threshold applied in the Electronic Communications 

Act, 2005 (Act No. 36 of 2005) (“ECA”) (a 45% market share)38. Vodacom is 

dominant in 110 municipalities, MTN is dominant in 78 municipalities.  MTN and 

Vodacom both have a share of 45% or more in 4 municipalities (see Figure 3). Cell 

C has a market share of 45% in one local municipality, and 41 municipalities do not 

have a dominant operator. 

                                            
38 Section 7 of the Competition Act no.89 of 1998 
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Figure 3: Dominant licensee (retail market share of 45% or more, by local and 
metropolitan municipality) 

 

Source: MBI discussion document 

17 In addition, preliminary findings contained in the MBI suggest that the market for 

site access is extremely concentrated, with MTN and Vodacom together accounting 

for just under 70% of the market, and American Tower Corporation and other tower 

companies accounting for a further 14%. Cell C and Telkom use relatively small 

numbers of Vodacom and MTN’s sites. The smaller operators are at an even bigger 

site disadvantage in non-metro areas.  

18 When the owned sites are broken down into metro and non-metro areas, it appears 

that non-metro areas are even more concentrated. At the level of local 

municipalities, sites are even more concentrated. Markets are highly concentrated 

(have an HHI greater than 2000) in 226 out of 234 municipalities (see Figure 4). 
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Figure 4: HHI by local and metropolitan municipality for sites 

 
Source: ICASA MBI discussion document. Note: Sites operated by non-MNO third parties were not obtained directly but 
taken from MNO submissions. Duplication across MNOs (where more than one MNO leases space on the same third 

party site) was eliminated using the latitudes and longitudes provided and an assumption that sites reported within 30m 
of one another are not unique sites but the same site which has been reported by two or more operators. 

 

19 Furthermore, considering site market shares at the local and metropolitan 

municipality level, Vodacom, MTN and Telkom are dominant in a number of 

municipalities (Figure 5).  



Dominant licensee (market share of 45% or more)

None
Cell C
Telkom
MTN
Vodacom
MTN 8 Vodacom

This gazette is also available free online at www.gpwonline.co.za

 STAATSKOERANT, 4 DESEMBER 2020 No. 43970  89

Page 87 
 

 

ICASA - Confidential 

Figure 5: Dominance measured by site market shares in local and metropolitan 
municipalities 

 

Source: ICASA MBI discussion document. 

20 Retail and wholesale markets are linked. MTN and Vodacom are both vertically 

integrated since they operate downstream retail as well as upstream services, have 

been assigned spectrum, operate their own high sites and offer roaming services. A 

high degree of vertical integration may be harmful to competition and may give rise 

to significant market power at the wholesale and retail levels. Evidence of the fact 

that vertical integration is harmful to competition is the limited sharing of 

infrastructure39 in South Africa and the very high costs of roaming. In particular, 

roaming prices are high compared to retail prices in South Africa, as well as 

compared to modelled costs.40 

21 In addition, there is a positive correlation between the level of concentration of 

ownership of mobile sites and retail customers in municipalities in South Africa (see 

Figure 6).41 Similarly, site market shares and customer market shares are highly 

                                            
39 See ICASA MBI discussion document, paragraph 37. 
40 See ICASA MBI discussion document, paragraph 164. 
41 The correlation between site market concentration and customer market concentration (measured by the HHI) is 0.46, 
suggesting a link between wholesale and retail concentration.  
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correlated (see Figure 7).42 This suggests that the level of competition at the retail 

level is strongly linked to the level of competition at the wholesale level. There is 

therefore likely a strong link between market power at the wholesale and retail 

levels. In the South African market dominant positions in wholesale site access 

services are positively correlated with dominant positions at the retail level.43  

22 A further concern is the lack of supply of MVNO services by all of the national 

wholesale operators bar one (Cell C is the only one wholesale MVNO provider today). 

This leads to significant barriers to entry at the retail level, particularly as entrants 

require access to spectrum, sites and roaming services. 

Figure 6: Relationship between concentration (HHI) at the wholesale (site) and retail 
(customer) levels, municipalities 

 

                                            
42 The correlation between site market shares and customer market shares is 0.69, suggesting a strong positive link between wholesale 
and retail competition. 
43 The correlation coefficient between MTN's dominant position in markets for sites and customers is 0.4 while the correlation coefficient 
between Vodacom's dominant positions in markets for sites and customers is 0.68.  
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Figure 7: Relationship between wholesale (site) and retail (customer) market shares 
(at the operator and municipal level) 

 
Retail price and access outcomes 

23 Broadband penetration is relatively low in South Africa. Based on the General 

Household Survey for 2018, approximately 64.7% of households in South Africa had 

at least one member who used the Internet either at home, work, at a place of 

study or Internet cafes, which has increased significantly from 32.9% in 2011.44 

Despite significant growth, the distribution of access has been uneven and many 

households remain without any access to internet (see Figure 8). Growth in the 

number of people that can access the internet is driven by the use of mobile phones 

which speaks to the importance of distributing additional spectrum to enhance 

(mobile) broadband service provision.  

24 In most provinces other than Gauteng and the Western Cape, Internet access in 

households is at alarmingly low levels (below 10%) (see Figure 8). Internet access 

by at least one member of the household via mobile was also very low in the mainly 

rural provinces, including Limpopo (42%) and the Eastern Cape (53%).  

                                            
44 Statistics South Africa General Household Survey Report, 2011 and 2019. 
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25 While the lack of spectrum assignments likely plays an important role in 

these access outcomes, it is also likely that pricing and the high levels of 

concentration in the markets play a role. 

Figure 8: Percentage of households with access to the Internet at home, or for which 
at least one member has access to, or used the Internet any place via a mobile cellular 
phone, by province, 2018 

 
Source: Statistics South Africa, 2018, ‘General Household Survey’, available at: 

http://www.statssa.gov.za/publications/P0318/P03182018.pdf 
26 A nuanced picture emerges from the international comparisons the Authority has 

conducted during the course of the MBI.45 The analysis of mobile data prices has 

shown that South Africa’s prices are neither extremely high nor very low in relation 

to other African countries (see Figure 9) or compared to countries which are similar 

to South Africa, in terms of their size and level of development (Figure 10).  

27 When placed in further context with data on speeds (Figure 11) and LTE coverage 

(Figure 12), it is clear that customers in South Africa are benefiting from a much 

higher quality of access than those in other African countries. With regards to the 

International Telecommunications Union’s (“ITU’) “Advanced” countries, South 

Africa performs reasonably well and its performance (in terms of price and quality) 

is similar to a number of countries that would be considered its peers (Brazil, Peru, 

Mexico, Thailand, Malaysia). However, this analysis also indicates some degree of 

                                            
45 See ICASA MBI discussion document, paragraph 67. 
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possible market failure given that some countries, notably China, out-perform South 

Africa on both price and quality. 

 

Figure 9: Price for a 1GB bundle (USD): Africa, Q1 2019 

 

Source: Research ICT Africa (2019). Available here. 
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Figure 10: a 500MB bundle (USD PPP) (2016) vs download speed (2017): BRICS and 
ITU “Advanced” countries 

 

Figure 11: Price for a 1GB bundle (USD) (Q1 2019) vs download speed (2017): Africa 

 

Source: Research ICT Africa (2019), available here; Ookla speed data sourced from GSMA (2018), available here 

Albania
Bahamas

Bahrain

Barbados

Brazil

Brunei

Bulgaria

Chile

China

Croatia

Ecuador

Greece

Hungary

India

Italy

Kuwait

Latvia

Malaysia

Mexico

Moldova

Oman

Peru

Philippines

Qatar

Russia

Saudi Arabia

Slovakia

South Africa

Thailand

Turkey

Uruguay

Brazil

China
India Russia

South Africa

0
10

20
30

40

0 20 40 60 80
Download speed

Algeria

Angola

Benin

Botswana

Burkina Faso

Burundi
Cameroon

Cape Verde

Chad

Congo

Cote d'Ivoire

DRC

Egypt

Eswatini

Ethiopia

Gabon

Gambia

GhanaGuinea
Kenya

Lesotho

Liberia

Libya

Madagascar

Malawi

Mali

Mauritania

MauritiusMorocco

Mozambique

Namibia

Niger

Nigeria
Rwanda

Senegal

Sierra Leone

Sudan

Tanzania

Togo

Tunisia

Uganda

Zambia

Zimbabwe

South Africa

0

10
0

20
0

30
0

0 5 10 15 20 25
Download speed



This gazette is also available free online at www.gpwonline.co.za

 STAATSKOERANT, 4 DESEMBER 2020 No. 43970  95

Page 93 
 

 

ICASA - Confidential 

Figure 12: Price for a 1GB bundle (USD) (Q1 2019) vs LTE coverage (% of population) 
(2017): Africa 

 
Source: Research ICT Africa (2019), available here; coverage data from GSMA (2018), available here. 

 
 
 
 

Spectrum assignments pre-auction 

28 Spectrum assignments used for mobile and fixed-wireless broadband are shown in 

Table 1. Vodacom, MTN and Cell C all have relatively similar assignments of 

approximately 80MHz each currently including assignments in the 900MHz, 

1,800MHz and 2,100MHz bands. Telkom is in a slightly different position, with no 

sub-1GHz spectrum but assignments in the 2,300MHz (unpaired) and 3,500MHz 

bands. 

Table 1: Current high-demand spectrum assignments and spectrum available for the 
auction 

Band Operator Total Bandwidth 
(MHz) 

Available for  auction 

700 MHz46 Available  2x20  
 

800 MHz47 Available  2 x 30 
850 MHz Liquid Telecom 10 (2x5)  
900MHz Cell C 22 (2x 11)   

Vodacom 22 (2x 11)  

                                            
46 713 -733MHz paired with 768 -788 MHz 
47 791-821 MHz paired with 832 -862 MHz 
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Band Operator Total Bandwidth 
(MHz) 

Available for  auction 

MTN 22 (2x 11)   
 1800 MHz Cell C 24 (2x 12)   

Vodacom 24 (2x 12)   
MTN 24 (2x 12)   
Liquid Telecom 24 (2x 12)   
Telkom 24 (2x 12)   
Rain 34 (2x 12) + (1x 10)  

2100 MHz  Cell C 30 (2x 15)  
Vodacom 35 (2x 15) + (1x 5)  
MTN 40 (2x 15) + (1x 10)  
Telkom 30 (2x 15)  

2300 MHz Telkom 60 (1 x 60) 
2600 MHz48  Rain 20 (1x 20)  140 (1 x 140)  
3500 MHz49 Liquid Telecom 56 (1x 56) 

86 (1 x 86)    
Telkom 28 (1x 28) 

3700 MHz50 Rain 80 (1x 80)  
Total  609 32651 

 

29 Table 2 illustrates the spectrum assignments of the operators and figure 1 illustrated 

the market shares by connections of four wholesale national operators. Table 2 

together with Figure 1 clearly illustrates that given the number of subscribers on 

each network, Vodacom and MTN are more spectrum constrained than the other 

two operators. 

Table 2: Assignment by operator  

Operator 900 1800 2100 2300 2600 3500 3700 Total 
Vodacom 22 

(2 x 11) 
24 

(2 x 12) 
35 

(2 x 15) 
+ 

(1 x 5) 

    81 

MTN 22 
(2 x 11) 

24 
(2 x 12) 

40 
(2 x 15) 

+ 
(1 x 10) 

    86 

Cell C 22 
(2 x 11) 

24 
(2 x 12) 

30 
(2 x 15) 

    76 

Telkom  24 
(2x 12) 

30 
(2 x 15) 

60 
(1 x 
60) 

 28 
(1x28) 

 142 

Rain  34 
(2x 12) 

+ 

  20 
(1x20)* 

 
80 

(1x80)52 
134 [54] 

                                            
48 2530 -2575 MHz and 2595-2690 MHz 
49 3458 -3544 MHz 
50 This is the Access Spectrum not the IMT Spectrum 
51 80 MHz of the 406 MHz has been set-aside for the licensing of the WOAN 
52 This is the Access Spectrum not the IMT Spectrum 
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Operator 900 1800 2100 2300 2600 3500 3700 Total 
(1x 10) 

Liquid 
Telecom 

10 
(2x5) 

(850MHz) 

24 
(2x12) 

   56 (1x56)  90 

Total        609 

30 Thus, the current spectrum assignments are reasonably balanced among the four 

MNOs offering nationwide service, except for Telkom’s lack of sub-1GHz spectrum. 

At the same time, Telkom has significantly higher assignments of spectrum overall. 

31 Figure 13 illustrates the spectrum assignments of the BRICS countries and the 

countries classified as “Advanced” by the ITU. China’s much better performance in 

terms of speed and price (Figure) is put in context when seen alongside the fact 

that it has assigned nearly twice the spectrum that South Africa has. These 

comparisons do not prove a causal link between spectrum assignments and 

prices. Nonetheless, the data highlights that South Africa’s spectrum 

assignments are relatively low overall, and that more spectrum needs to 

be assigned urgently in order to enable cheap, high quality mobile 

broadband.  

 

Figure 13: Assignment of mobile spectrum in BRICS and ITU “Advanced” countries 
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Source: https://www.spectrummonitoring.com/ and regulator websites 
 
 

32 The forthcoming spectrum auction is not expected to solve the above wholesale and 

retail competition concerns in South Africa. However, the Authority is keenly aware 

of the need to prevent the auction award from worsening the competition concerns 

in mobile markets identified by the Authority. This is done by imposing appropriate 

obligations and spectrum caps prescribed in the ITA and described in detail in 

Competition Post-auction section of this document. 
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Competition post-auction 
Overview 

33 In this section, the Authority discusses potential post-auction market outcomes that 

take into account the analysis of competition set out above. The view on potential 

market outcomes impact on factors such as the spectrum that is set aside for various 

competitors such as the Wireless Open Access Network (“WOAN”). 

34 The Authority recognises the weaknesses in competition at the retail level in mobile 

markets in South Africa – particularly with respect to high levels of concentration 

(with Tier 1 National Wholesale Operators collectively having a market share of more 

than 75%) and the low level of uptake, as discussed above. A spectrum award 

process would in the short to medium term influence competition at the wholesale 

level more significantly. Spectrum would typically (but not exclusively) be won by 

the wholesale national players. However, downstream retail competition will still be 

affected. 

35 Access to spectrum is a key input to the provision of mobile services given that 

spectrum, particularly low frequency sub-1GHz frequencies most suited to the 

efficient provision of wider coverage mobile broadband services, is a finite resource. 

As such, access to such spectrum can have a significant impact on the nature of 

wholesale competition in the market, and the services that can be offered. 

36 This spectrum award will make available a large amount of spectrum suitable for 

the provision of mobile broadband services (both low frequency spectrum for 

coverage and higher frequency spectrum for capacity). Some 406 MHz of spectrum 

would be awarded by the close of this process to operators including to the proposed 

new WOAN. Given the scarcity of sub-1GHz spectrum in South Africa (no 700MHz 

and 800MHz spectrum has been assigned to date), it is likely to be particularly 

important in shaping future competition in mobile markets, and the extent to which 

individual national wholesalers are able to compete  with each other. 

Hence, the competition assessment points to attracting some sub-1GHz spectrum 

for the weaker and/or smaller third/fourth tier-2 national wholesalers. 

37 As a general proposition, the Authority considers that competition between more 

rather than fewer competitors is likely to be the most effective means of enhancing 

competition, particularly in a concentrated market with high barriers to entry like 
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those mentioned above in South Africa. Given that in mobile markets operators need 

access to spectrum to be able to compete as national wholesalers, the Authority has 

considered the minimum number of national wholesalers to promote for purposes 

of this forthcoming spectrum award.  

38 The Authority would be concerned if as a result of this award, less operators had 

access to sufficient spectrum to compete credibly at the wholesale level (outside the 

WOAN) in the future than is currently the case in South Africa (i.e. four), as this 

could lead to a reduction in competition53, which is not aligned with the aims of the 

ECA.  

39 The Authority has taken clear cognisance of Government’s Policies and comments 

by stakeholders in response to the Authority’s Information Memorandum (IM) Notice 

of 01 November 2019 for the Authority to make provisions for a WOAN entrant and 

as such spectrum has been reserved for the WOAN.  

40 However, the manner in which the WOAN is conceptualised is important. The 

Authority has taken a view that WOAN is a new entrant and may become the fifth 

(5th) credible national wholesaler (in addition to the four national wholesalers). 

41 The Authority considered the following spectrum to be set-aside for the Licensing of 

the I-ECNS Licence for the provisioning of the WOAN: 

1. a maximum of 2 x 10 MHz of the sub-1GHz (IMT700), (i.e. 16.6% of the sub-

1GHz total available IMT Spectrum for Licensing). 

2. 1 x 30 MHz of very valuable IMT2600 spectrum for the WOAN (i.e. 17.6% of the 

IMT2600 available IMT Spectrum for Licensing).  

3. 1 x 30MHz of IMT3500 (i.e. 25.9% of the IMT3500 available IMT Spectrum for 

Licensing). 

42 The Authority believes that the portfolio for the WOAN provides enough capacity 

and coverage spectrum (80MHz in total) for the WOAN to be a credible new 

wholesale national entrant into the mobile market alongside the existing four 

national wholesalers. The minimum 80 MHz of total spectrum is similar to the 

amount of spectrum each of the top three wholesalers currently hold prior to this 

                                            
53 It should be noted that we are not concerned with the identity of the competitors in the market: our intention is to promote 
competition, rather than to protect individual competitors.  
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licensing process to be followed by projected 2021 auction. The minimum of 80MHz 

for the WOAN is also consistent with all the options in the IM published on 01 of 

November 2019.  

43 There could be greater benefits to consumers and citizens through increased 

competitive intensity if there are more than five national wholesalers. However, this 

would also carry a greater risk of inefficiency given the large number of customers 

served by the two largest wholesale national operators/licensees (see Figure 1). In 

addition, the Authority has not seen any clear unequivocal evidence of interest from 

stakeholders in becoming a credible, fifth national wholesaler though this could 

emerge later. Given the entrenched duopoly structure of the retail market 

and taking the relative scarcity of the high demand sub-1GHz spectrum into 

account, the Authority does not consider that it would be objectively 

justified and proportionate to seek to actively promote more than five 

national wholesalers (including the WOAN). 

44 However, the spectrum portfolios for sub-1GHz to attract the third and fourth 

wholesale national operators as well as reservations for the WOAN - and the 

imposed spectrum caps on the top two wholesale national operators – would likely 

still allow for perhaps up to 2x10MHz of sub-1GHz spectrum to be won by a potential

6th or 7th wholesale national operator. Such a potential 6th or 7th wholesale national 

operator could combine this spectrum with their mid-band spectrum to be a credible 

player in the medium to long term. For the Authority to enhance competition 

through this award, the Authority should, subject to proportionality, take the 

minimum measures necessary to ensure that at least five wholesale network 

operators (including the new WOAN entrant) have access to spectrum to enable 

them to be capable of being credible national competitors at the wholesale level 

after the auction.  

45 The Authority notes in this context that further consolidation between existing 

operators (whether by merger or co-operative joint venture) could take place in the 

future, and any such proposed consolidation would have to be considered by the 

Authority and the relevant competition authorities. The Authority’s intention is 

to avoid the effects of consolidation (i.e. a reduction in the current number 

of competitors) arising as a result of our decisions to make further 

spectrum available to the market. A further measure in this regard is to ensure 

that coverage obligations in excess of 95% are only imposed on tier 1 operators 
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who are likely to be able to achieve them, rather than on tier 2 operators or sub-

national operators who may never be in a position to achieve them.  

46 An additional measure is to ensure that throughput requirements are reasonable. 

Based on the work carried out by the other regulators, the Authority decided that 

the downlink single user throughput of 5 Mbps, at the edge of the cell, shall be used 

as a coverage requirement. The Authority derived this value by considering the 

average throughput value used as the coverage obligation by 17 European 

regulators.54  

47 This recommendation is to use the coverage obligation for the sub 1 GHz spectrum 

bands i.e. IMT700 and IMT800 MHz bands. This is because the mobile operators 

usually use the higher spectrum bands such as IMT2600 MHz or IMT3500 MHz bands 

for capacity purposes. Therefore, these spectrum bands are not likely to be used in 

all sites. Note that the coverage obligation should be achievable on every single cell 

within the percentage of the population that requires coverage.  

48 This is also applicable to the cells in most rural and challenging areas. Therefore, 

the value has to be realistic given the status of the mobile networks in South Africa. 

Note that the coverage obligation imposed by Ofcom in the UK for the 800 MHz band 

was to deploy an electronic communications network that is capable of providing 

mobile telecommunications services with a sustained downlink speed of not less 

than 2 Mbps with a 90% probability of indoor reception to an area within which at 

least 95% of the UK population lives.55 Further, an uplink requirement is not 

typically imposed, as a fast uplink throughput is usually needed to maintain a fast 

downlink throughput. 

  
49 Coverage refers to the proportion of the population that is able to receive a service 

with the minimum throughput required to maintain a minimum service level. The 

coverage corresponding to a single user can be measured when the network is 

lightly loaded.56 The initial target of new technology deployed in mobile networks is 

to provide coverage to users so that the services are accessible to a large proportion 

of population. After coverage, then arguably it is the ‘minimum’ or ‘average’ 

                                            
54 See: https://www.ecodocdb.dk/download/59a0f2f2-668b/ECCREP231.PDF 
55 4G Coverage Obligation Notice of Compliance Verification Methodology, Statement published by Ofcom on 24 
November 2017, https://www.ofcom.org.uk/__data/assets/pdf_file/0020/108209/4g-coverage-methodology.pdf 
56 Lightly loaded network is defined as the common channels only are transmitting at 22% of the maximum cell 
power, https://www.ofcom.org.uk/__data/assets/pdf_file/0020/108209/4g-coverage-methodology.pdf 
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throughput that matters most to a Mobile Broadband customer rather than network 

capacity or even headline peak speeds. However, average throughput does not 

guarantee every user having a minimum level of service level. Therefore, regulators 

usually refer to single user throughput to measure the level of coverage. Clearly 

user throughput, network capacity and achievable peak speeds are all inter-related. 

50 The Assessment considers that 5 Mbps throughput obligation at the edge of the cell 

is reasonable in light of the objectives set out in the ECA57. It is the Authority’s view 

that the said obligation is also consistent with the economic analysis/inquiries that 

has been carried out in relation to this point in the context of the MBI and the 

Competition Commission’s data services market inquiry – and the previous ITA 

consultations.  

51 Next, the Authority explains its view that a national wholesaler needs to be capable 

of being credible in order for public policy objectives to be achieved. 

 

Credibility 

52 The Authority recognises that the intensity of competition overall will depend on a 

range of factors including the relative strength of national wholesaler competitors 

and barriers to entry, and not simply on the number of competitors. However, as a 

matter of principle, the Authority’s basic proposition is that competition is likely to 

be more intense, and hence more beneficial for citizens and consumers, with more 

rather than less competitors, provided they are credible competitors to each other. 

53 As in the Ofcom 2012 UK Competition Assessment of Mobile Markets, by “credible”, 

the Authority means that a competitor should be capable of exerting an effective 

constraint on its rivals, in terms of factors such as the provision of high-quality 

services, competitive prices, choice and innovation, and as such contribute to the 

overall competitiveness of the mobile market.  

54 Given the complex and multi-faceted nature of mobile services, consumer demand, 

technology, and the characteristics of different spectrum holdings, there is in the 

Authority’s view no single way to determine whether a national wholesaler, including 

the proposed new WOAN entrant, may be capable of being a credible competitor.  

                                            
57 Section 2 (c). 
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55 A national wholesaler could be a credible competitor even though it is not in a strong 

position in some dimensions of service (e.g. quality of coverage), or in delivering 

particular services (e.g. voice) or to particular customers (e.g. enterprise 

customers). For example, a national wholesaler might be credible if it were able to 

provide good quality of service (such as high data rates and latency) in most indoor 

locations, even if it could not compete as strongly for customers that particularly 

valued having a connection in the most difficult to serve locations.  

56 While competitive differentiation may therefore have some benefits, the Authority 

considers that consumers currently benefit from competition across a wide range of 

services. In addition to the primary concern of this Assessment, the award may 

result in less credible national wholesalers, the Authority therefore also has a lesser 

concern that even if there were at least four credible national wholesalers, the 

spectrum holdings of one or more of them could mean they were at a disadvantage 

in competing across a wide range of services and customers. For example, a national 

wholesaler (e.g. the WOAN) without sub-1 GHz spectrum may be at a disadvantage 

in serving customers who have a strong demand for deep indoor coverage.  

57 Consequently, the Authority has adapted Ofcom UK’s 2012 broad analytical 

framework to assess the spectrum that a national wholesaler is likely to need to be 

capable of being a credible national wholesaler. Determining whether or not a 

particular national wholesaler is likely to be credible is ultimately an exercise of the 

regulatory judgement in light of the evidence.  

 

Framework for how dimensions of quality can affect credibility 

58 Ofcom’s 2012 Competition Assessment provides a summary of conclusions on 

dimensions of capability and credibility that the Authority believe are most relevant 

to the future proposed WOAN as well as the third and fourth national wholesalers 

(‘tier 2 operators’) in South Africa in order to enhance competition. 
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Table 3: Summary of conclusions on dimensions of capability and credibility 

Quality 

dimension  

Necessary condition for 

credibility? 

Importance for helping 

provide sufficient 

capability for credibility? 

Capacity and 

average data 

rates  

Essential: Necessary to 

have sufficient capacity to 

deliver a competitive 

average data rate and 

there is a material risk of 

not achieving this if holding 

less than 10-15% of vital 

capacity spectrum after 

auction, e.g. 2.6GHz and 

2.3GHz.  

Greater spectrum share than 

10-15% is an advantage and 

a much larger holding than 

this is an important capability 

strength. Hence the 

reservation proposals in the 

portfolios for the WOAN, and 

for the 3rd and 4th national 

wholesalers. 

Quality of 

coverage  

Essential: Necessary to 

have sufficient quality of 

coverage and material risk 

if do not hold Sub 1 GHz 

spectrum is vital for 

coverage in South Africa 

While not fully invaluable, sub 

1 GHz spectrum gives an 

important capability strength 

and so makes a major 

contribution to being credible. 

The 3rd and 4th wholesale 

operators and the WOAN 

need sub-1GHz spectrum to 

be credible. 

Minimum 

coverage and 

minimum 

average data 

rates 

Essential: In addition to 

above two quality 

dimensions, there is a 

further material risk in 

South Africa if some 

players do not hold 

minimum block size of sub 

1GHz spectrum and/or 

capacity spectrum, e.g. 

2.6GHz or 2.3GHz 

It is not just a matter of 

having sub 1 GHz spectrum to 

achieve an important 

capability strength to being 

credible, but the minimum is 

important. Particularly, the 

3rd and 4th wholesale 

operators and the WOAN 

need a minimum sufficient 

sub-1GHz and mid-band 
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Quality 

dimension  

Necessary condition for 

credibility? 

Importance for helping 

provide sufficient 

capability for credibility? 

(2.6GHz, 2.3GHz, 3.5GHz) 

spectrum to be credible. The 

Authority’s modelling of the 

South African situation has 

led it to propose minimum 

spectrum blocks for these 

weaker players. 

Highest peak 

data rates  

Not Essential: Unlikely to 

be necessary to deliver 

highest peak data rates for 

credibility. So unlikely that 

access to 2x20 MHz of sub-

1GHz spectrum is 

necessary to be credible. 

Ability to deliver high peak 

data rates may be a source of 

capability strength and 

differentiation, but in South 

Africa, it is not necessarily an 

important contribution to 

competing credibility. 

Other IMT 

advantages (e.g. 

better latency, 

M2M, enhanced 

mobile 

broadband) 

Unclear: Unclear that an 

early route to IMT 

spectrum bands to be 

licensed is necessary at this 

stage in 2020 in order to be 

credible because of other 

IMT Advance advantages, 

such as better latency.  

 

 

Other IMT advantages may 

be a source of capability 

strength, but it is unclear how 

important it is as a 

contribution to credibility. 

 

Longer term, the importance 

of this strength is likely to 

grow for all the spectrum 

bands to be licensed in this 

process.  

 

Source: Ofcom UK (2012) – Adapted for South Africa 

 

59 A further consideration is the ability for Tier-2 national wholesalers and any sub-

national operators to compete effectively post auction. As discussed above, there 

are very high levels of concentration in respect of site ownership. Furthermore, 
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there are only two Tier-1 wholesale national operators capable of providing roaming 

on a near full-coverage, national basis.  

60 In order to ensure that Tier-2 national wholesalers and any sub-national operators 

are able to compete effectively post-auction, the Authority provides for measures 

to ensure that Tier-1 operators provide reference offers for site access. This will 

address anti-competitive behaviour in relation to facilities and spectrum sharing.  

Assessment of economic evidence in support of a policy to promote at least 
four (+ one) national wholesalers 

61 There are high barriers to entry in national wholesale mobile services/markets, 

namely (i) the requirements to gain control of appropriate spectrum rights (which 

are scarce), (ii) a RAN and (iii) access to physical sites. These barriers highlight the 

risks to competitiveness in wholesale mobile services if the auction were to lead to 

a reduction in the number of credible national wholesalers from four to three.  

62 As such, some of the issues raised earlier are similar to those which are typically 

considered in the context of an assessment of the likely competitive effects of a 

concentration brought about by a merger. The Authority has considered some of 

same types of economic assessment as a merger control authority might do when 

looking at a merger in order to check that they are consistent with the Authority’s 

principles. 

63 In doing so, the Authority notes that such assessment methods form part only of its 

overall assessment, because the Authority’s context here (a competition 

assessment exercise) is different to that of a merger. The Authority is not assessing 

a merger situation which are typically considered under the specific mergers’ and 

acquisition legislation framework. The Authority’s assessment therefore has a 

broader scope than a typical merger assessment, as it must take into account the 

Authority’s role, objectives and policy aims as the sectoral regulator and the legal 

implications thereof. 

64 Further, unlike in a merger assessment, the Authority had to consider the effects of 

the release into the market of a new and key strategic asset (spectrum) that could 

change the market structure and is expected to be used for new technologies, and 

potentially to offer new services to consumers.  
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65 The timeframe for this competition assessment is 5 to 10 years from the conclusion 

of the auction, which is significantly further into the future than is typically the case 

in mergers and acquisition assessment. Also, unlike a merger involving two 

identified merging entities, there is a greater degree of uncertainty as to the impact 

of the auction: for example, it is unclear which specific national wholesaler (if any) 

might exit, who might benefit and to what extent, and the timescales involved.  

These considerations put some limits on the extent to which merger control types 

of analyses can usefully be undertaken.   

66 Nevertheless, there are some similarities in terms of the underlying economic 

issues, which both concern an increase in market concentration. As such, like with 

Ofcom UK (2012), the Authority believes it is helpful to make use of the tools of 

merger assessment where appropriate.  Therefore, in seeking to check consistency 

with policy position, the Authority has considered the following factors: (a) the 

increase in market concentration; (b) the scope for firms unilaterally to raise prices 

or reduce quality; (c) the scope for coordinated behaviour between firms; (d) the 

extent of barriers to entering the market; (e) whether buyers have countervailing 

bargaining power and (f) whether the consolidation would give rise to greater 

efficiencies, which would be passed on to consumers e.g. in lower prices. 

67 The Authority considered each of these factors in turn, in relation to provision of 

mobile broadband services in South Africa: 

1. The increase in market concentration: The present mobile market in South Africa 

is already highly concentrated at 3,067 according to standard classifications.58 A 

consolidation from four to three, e.g. from the exit of any of the Tier 2 national 

wholesalers would increase the HHI by a minimum of circa 400 points, well 

above 150 points which is the threshold for potential competition concern in 

merger control in highly concentrated markets. This justifies some spectrum 

portfolios to attract third and fourth national wholesalers to help mitigate such 

a risk. The introduction of a WOAN is likely to reduce the market concentration. 

This provides a strong justification for sufficient spectrum reservation for the 

WOAN in terms of coverage and capacity spectrum. 

                                            
58 The Herfindahl-Hirschman Index (HHI), a measure of market concentration, is calculated by adding together the squared values of 
the percentage market shares of all firms in the market (in this case we have used the shares of mobile subscribers). A value of the 
HHI above 2,000 is taken to be highly concentrated – see CMA (UK) Merger Assessment Guidelines. In this case, the HHI is well above 
2,000. 
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2. The scope for firms unilaterally to raise prices or reduce quality: the Competition 

Commission found that “these two operators59 are to a large extent able to price 

independently of the challenger networks”.  In the context of a market with high 

barriers to entry, with the removal of a competitor, customers have fewer 

options. In the absence of offsetting effects, they are therefore less likely to 

switch in response to a price increase. Even in the absence of coordination firms 

will tend to charge higher prices in a more concentrated market. Unilateral 

effects will tend to be greater with a larger increase in concentration. They will 

also depend on how many (and to what extent) customers of the acquiring firm, 

and other remaining firms, saw the exiting/acquired firm as a close substitute,60 

and on whether the consolidation would involve the removal of a firm that was 

a strong competitive force.   

3. The scope for coordinated behaviour: This will depend on factors such as the 

ability of firms to reach a (possibly tacit) coordinated agreement, their ability to 

monitor and punish cheating on such an agreement, and the presence or 

otherwise of an effective competitive fringe. With a dominant duopoly largely 

impervious to challengers’ activities, there is arguably some increased risk of 

co-ordinated behaviour from a reduction in the number of competitors and the 

risk of such an outcome has to be mitigated.  

4. Entry barriers: A market with very low entry barriers could be competitive with 

only one provider. However, entry as a national wholesaler is subject to high 

entry barriers, including infrastructure costs, access to sites and the limited 

availability of spectrum. This speaks to the challenges of a new entrant WOAN 

– hence the reservations of some spectrum for the WOAN in addition to site 

access and roaming remedies. 

5. Countervailing buyer power: i.e. customers being able to bargain down prices 

by threatening to buy less or switch to another supplier. Whilst the MVNOs 

hosted by one Operator may have some scope to bargain down prices by 

threatening to switch wholesalers, this depends on a competitive wholesale 

market. According to the preliminary findings on the MBI, in South 

Africa, it appears not to be that competitive as the duopoly Tier 1 

                                            
59 Vodacom and MTN  
60 So an increase in differentiation between firms could tend to lead to higher prices. 
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operators currently do not host MVNOs. Individual retail consumers are 

unlikely to have buyer power. 

6. Any efficiency benefits that may arise: The UK Competition and Market Authority 

Guidelines consider a range of potential efficiencies from mergers, of which 

economies of scale appear most relevant.  If the consolidation would allow firms 

to achieve greater economies of scale, and if these savings were likely to be 

passed on to consumers in lower prices, the net effect could be positive for 

consumers. However, in the present South Africa case, there is 

significant scope to achieve efficiencies through the new proposed 

WOAN, further site sharing and network sharing more broadly without 

a reduction in the number of national wholesalers. 

7. This means that a consolidation from four national wholesalers (with an 

entrenched duopoly) to three would represent a large increase in 

concentration in an already highly concentrated market. Other things 

being equal, this would be likely to give firms an incentive to unilaterally 

raise prices or to be less competitive in other ways. There is also some 

risk that coordination between suppliers would become easier, 

especially if a disruptive competitor were eliminated.  

8. Finally, there is significant scope to achieve cost efficiencies without a reduction 

in the number of national wholesalers.  Whilst alternative outcomes are possible, 

the Authority would be concerned that a future consolidation from four to three 

players – and particularly one which eliminated a potential strong or disruptive 

competitive force could lead to a reduction in competitive intensity to the 

detriment of consumers.  

68 As such, a reduction in competition in a market can allow firms (in this case the 

remaining national wholesalers) to profitably set higher prices, to invest less in new 

services, and to be less innovative, than would be the case in a more competitive 

market. This would be likely be an advantage of those remaining national 

wholesalers. However, the result of such a change would be worse outcomes for 

consumers, such as in higher prices, reduced choice and delayed access to improved 

or new services.  

69 The market for mobile broadband services in South Africa is large, with service 

revenues of approximately R114 billion in 2019. The great majority of adults (and 
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many children) use these services, with 101.3m active mobile connections, and 

approximately 54m active mobile data connections. This suggests that even 

relatively small reductions in the intensity of competition could have a substantial 

economic impact. For example, if the reduction in competitive intensity increased 

prices by 1% and there was no volume response, that would be equivalent to a 

R1.14 billion loss of surplus over one year. If it were sustained over five years the 

loss of consumer surplus would have a net present value of R4.32 billion.61   

70 A successful WOAN would also clearly mitigate against the risks mentioned in 

paragraphs 67, 68 and 69, above. 

71 In this next sub-section, the Authority considers why such a reduction in the number 

of credible national wholesalers might come about following the auction and how 

likely that is.  It is then in that context that the Authority consider whether it should 

put in place appropriate and proportionate measures to reduce the risk that such 

an outcome does arise, and if so, what those measures might be.  

 

Overview of the approach to analysing the Competition concerns 

72 The approach the Authority follows for considering the potential competition 

concerns identified are set out below.  

73 In light of the Authority’s aim to enhance competition in future mobile 

markets, the Authority considered how best to achieve this aim in order to fulfil 

the objectives set out in the ECA. 

74 The Authority’s analysis consists of four steps: 

1. Step 1: consideration of the auction outcomes, i.e. post auction distributions of 

spectrum holdings in which a particular national wholesaler does not acquire 

additional spectrum in the auction, absent specific measures to enhance 

competition. 

2. Step 2: The Authority considered how likely it is that those outcomes would 

arise as a result of bidders’ behaviour in the auction in the absence of any 

measures in the auction to enhance competition. 

                                            
61 Assuming a discount rate of 10%. 
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3. Step 3: The Authority brings together the analysis in step 1 and step 2 to set 

out its views on the competition concerns that it should prioritise.  The Authority 

does this by considering the magnitude of the detriment to consumers of an 

auction outcome, the likelihood of market conditions arising for the detriment 

to occur, and the likelihood that the national wholesaler in question would fail 

to acquire the required spectrum in the auction to avoid the outcome.  

4. Step 4: The Authority considered measures it should take to address concerns 

and set out the conclusions on what would be an appropriate and proportionate 

approach.  

75 In Steps 2 and 4, we explicitly consider the implications of the measures for other 

national wholesalers, and whether they are still likely to obtain any spectrum they 

may need to be credible given the measures the Authority had taken. 

 
76 The first step is to consider what outcomes from the auction could be detrimental 

to competition.   

77 Given main competition concern that competition in mobile services is likely to be 

lower with fewer than four credible national wholesalers (excluding the WOAN), the 

Authority focuses on what distributions of the IMT spectrum could result in 

fewer than four credible national wholesalers. This involves identifying a 

number of dimensions to the capability of national wholesalers that may be affected 

by the spectrum they hold and how they relate to one another, including the trade-

offs between them. The Authority then conclude on what may be necessary for a 

national wholesaler to be credible and what may contribute to a national wholesaler 

having sufficient capability to be credible. In forming this judgement (using Table 

1), the Authority considers the extent to which national wholesalers need to hold 

particular types and quantities of spectrum in order to deliver different quality 

dimensions or whether there are alternative approaches or mitigation techniques 

available to national wholesaler to deliver those quality dimensions.   

78 Using that assessment of the importance of the different capabilities, the Authority 

assessed in the round whether each of the existing national wholesaler and a new 
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entrant (WOAN) are likely to be credible in the circumstances where it did not 

acquire any additional spectrum in the auction.  

79 Where the Authority concludes that there is concern that each might not be credible, 

the Authority goes on to consider what additional spectrum the national wholesaler 

might require to be credible. This analysis also enables the Authority to identify the 

sources of risk for its second type of competition concern – that competition is 

weaker because one or more credible national wholesalers may be at a disadvantage 

in competing for some services and customers.   

80 It was noted earlier that there are high barriers to entry (and enhancing 

competition) in national wholesale mobile broadband services in addition to control 

of appropriate spectrum rights (which are scarce), namely (i) having a RAN and (ii) 

having access to sites across the country. 

81 All four national wholesalers’ existing spectrum holdings are prima facie likely for 

them to be sufficient. Indeed, Telkom Mobile has just under double (at 142MHz) 

the total spectrum holdings held by Cell C (at 76MHz) (see Table 2). All four national 

wholesalers have ownership of their individual RAN networks, though admittedly 

some are more expansive than others. This means the concerns are around (i) 

spectrum holdings (and types of spectrum held) (ii) as well as access and/or 

ownership of physical sites. 

82 On spectrum holdings, it is more than noteworthy though to observe that Telkom 

Mobile possesses no sub-1GHz spectrum whilst the other three national 

wholesalers all have 22MHz each of 900MHz spectrum. As spelt out in Table 3, the 

‘Quality of Coverage’ and ‘Minimum coverage and minimum average data rates’ 

dimensions are key to credibility - and hence to enhancing competition - it is then 

ideal for all National Wholesale Operators to have access to Sub-1GHz 

spectrum bands. 

83 Similarly, on spectrum holdings, it is noteworthy to observe that Cell C neither 

possesses any 2300MHz/2600MHz/3500MHz spectrum. As seen in Table 2, Telkom 

Mobile has 60MHz of 2300MHz and 28MHz of 3500MHz.  

84 As explained in Table 3, the ‘Quality of Coverage’ and ‘Minimum coverage and 

minimum average data rates’ dimensions are essential to credibility - and hence to 
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enhancing/maintaining competition - it is then ideal for all National Wholesale 

Operators to have access to capacity spectrum bands. 

85 As concerns physical sites, considering the market shares at the local and 

metropolitan municipality level, Vodacom, MTN and Telkom are dominant in a 

number of municipalities (see Figure 3). Vodacom is dominant in 104 municipalities 

by itself, MTN is dominant in 18 by itself, and MTN and Vodacom are both dominant 

in 2 municipalities. Telkom is dominant in 11 municipalities, and in 99 municipalities 

no operator has a dominant share. However, given the structural separation of 

Telkom’s wholesale and retail businesses, Telkom Mobile argues that it receives no 

benefit from this and is treated like any other potential access (to sites) customer. 

86 In summary, there is arguably some key future competition concerns about Tier 2 

National Wholesale Operators particularly concerning the ‘Capacity and average 

data rates’, ‘Quality of Coverage’ and ‘Minimum coverage/minimum average data 

rates’ essential dimensions to credibility. 

 

 
87 As noted earlier, there is significant uncertainty regarding which auction/award 

outcomes (in which particular national wholesalers do not acquire additional 

spectrum) could be detrimental to competition. Nevertheless, it is necessary to 

make some judgements on this in order to assess the types of measures that could 

be adopted to enhance competition.  

88 The Authority conclude on the following: 

1. Tier 1 player’s existing spectrum holdings, site dominance and dominance in 

retail markets are likely to be sufficient for it to be a credible national wholesaler 

into future even if it wins no additional spectrum (particularly sub-1GHz low 

frequency spectrum) in the auction/award. Whilst the Authority considers this 

outcome of Tier 1 players not winning further capacity at the auction unlikely, it 

is possible that Tier 1 National Wholesale Operators winning a large percentage 

of further sub 1 GHz spectrum at the auction would likely limit the future 

credibility of the Tier 2 players and a forthcoming WOAN, particularly if the latter  

wins no sub-1GHz spectrum. It is then appropriate to impose the sub-1GHz 

spectrum cap of no more than 2 x 21MHz. 
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2. This Assessment also proposes an Overall Spectrum Cap of 184MHz, binding 

on all national wholesalers and sub-national operators. This is based on ensuring 

that no operator obtains more than approximately 18% of the overall spectrum 

available (1,015MHz), which allows equal allocations of spectrum for at least 5 

national wholesale operators and makes allowance for at least one additional 

sub-national operator. At the same time the overall spectrum cap allows all tier 

2 operators to add at least 40MHz of spectrum to their current holdings 

(including sub-1GHz spectrum), taking into account inclusion for IMT3500 band 

on this licensing process. 

3. The Authority is to ensure that the spectrum licence transfers (whether via 

mergers, acquisitions, etc.) would be bound by the spectrum floors and caps in 

order to continue to preserve and/or promote competition. 

4. One of the third or fourth national wholesalers is unlikely to be credible 

in the future without sub-1GHz additional spectrum and access to more 

sites. This Competition Assessment has also benefitted from detailed avoided 

cost spectrum modelling carried out (using our best set of assumptions and 

current spectrum holdings in South Africa) suggesting that 2 x 10MHz of 

spectrum would be the optimum for this wholesaler’s credibility.  

5. The Authority therefore considered that this particular national wholesaler is 

likely to be credible with either Portfolios 1 and 2 from the table below, in 

combination with their extensive greater than 1GHz mid-band spectrum 

portfolio: 

 700 MHz 800 MHz 2.6 GHz 

Portfolio 1 2 x 10 MHz - - 

Portfolio 2 - 2 x 10 MHz - 

Portfolio 3 2 x 10 MHz  1 x 10 MHz 

Portfolio 4 - 2 x 10 MHz 1 x 10 MHz 

Portfolio 5 2 x 5 MHz - 1 x 20 MHz 

Portfolio 6 - 2 x 5 MHz 1 x 20 MHz 
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6. Another of the Tier 2 national wholesalers is unlikely to be credible without 

additional sub-1GHz spectrum, additional mid-band spectrum and access to 

more sites. It is then ideal for all National Wholesale Operators to have access 

to sub-1GHz spectrum bands because  ‘Capacity and average data rates’ and 

‘Minimum coverage/minimum average data rates’ (see Table 3) are important 

dimensions for credibility.  

7. It is unlikely that the dominant Tier-1 operators would not be able to secure 

essential mid-band spectrum at the auction. There is also the question of how 

much more sub-1GHz spectrum a Tier-1 operator needs to be able to continue 

to be competitive in South Africa into the future. Unlike another national 

wholesaler’s lack of sub-1GHz, the Authority is more equivocal on whether an 

additional 2x5MHz or 2x10MHz (in addition to their 900MHz spectrum holdings) 

would be sufficient for credibility. The Authority’s spectrum valuation modelling 

in terms of roll out costs savings – is towards 2x5MHz not least because Tier-1 

operators can re-farm some of their current 900MHz spectrum holdings. 

8. The Authority considers that Tier 2 national wholesalers are likely to be credible 

with any one of Portfolios 5 and 6, from the table below. This is because the 

avoided costs modelling analyses clearly point to a minimum optimum costs 

savings of 1x20MHz (or 2x10MHz FDD) block of 2.6GHz for a player like it to be 

credible. 

 700 MHz 800 MHz 2.6 GHz 

Portfolio 1 2 x 10 MHz - - 

Portfolio 2 - 2 x 10 MHz - 

Portfolio 3 2 x 10 MHz  1 x 10 MHz 

Portfolio 4 - 2 x 10 MHz 1 x 10 MHz 

Portfolio 5 2 x 5 MHz - 1 x 20 MHz 

Portfolio 6 - 2 x 5 MHz 1 x 20 MHz 

 

9. This Assessment also considered closely the sub-national players. However, this 

is focused on enhancing competition at the national wholesale level which would 

more likely deliver higher consumer benefits to South Africans. It is 
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acknowledged that market entry by sub-national RAN operators is a better 

outcome than no such market entry. However, the benefits of such entry aided 

by further acquiring spectrum are likely to be much less than the opportunity 

costs of such acquired spectrum, particularly for low sub-1GHz spectrum.  

10. Furthermore, after the sub-1GHz spectrum portfolios to attract the 3rd and 4th 

national wholesalers and spectrum reservation the WOAN, the sub-national 

operators can also compete in winning invaluable sub-1GHz spectrum. 

11. The Authority concluded that a successful new WOAN entrant would furnish a 

fifth national wholesaler. 

12. A new WOAN entrant obviously needs to obtain sufficient coverage and capacity 

spectrum for it to be credible.  

13. The Authority believes that the WOAN would need to obtain more spectrum in 

its next 5-year strategic cycle starting from 2020/2021 to 2024/2025 for it to 

maintain its credibility in the long term.  

14. The Authority, therefore, reserves one of the following portfolios for the new 

entrant WOAN which would furnish it with as much spectrum (80MHz) above 

that of Tier-1 Operators today individually. More importantly, the vital sub-1GHz 

low frequency spectrum is also reserved for it. 

 700 MHz 800 MHz 2.6 GHz 3.5 GHz  

Portfolio 1 2 x 10 
MHz 

- 1 x 30 
MHz 

1 x 30 
MHz 

 

15. The portfolios above result in a total spectrum “reserved” for the WOAN of 

80MHz. This is similar to Option 1 proposed in the IM. 80MHz is an equivalent 

total to the other proposals (i.e. Options 2 to 5) in the same IM. The Authority 

is also guided by its objective towards ensuring “the efficient use of radio 

frequency spectrum”.  

16. As such from valuations analyses and considering policy directions, and the 

analysis of the written representations, then the considered bands for licensing 

are to be sliced for auctioning as per the following LOTs sizes: 

 700MHz: 2 x 5MHz 

 800MHz: 2 x 5MHz 
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 2600MHz: 1 x 10MHz (ALL TDD) 

 3500MHz: 1 x 10MHz (ALL TDD) 

17. For completeness, the optimum transparent way to award these IMT700MHz, 

IMT800MHz, IMT2600MHz and IMT3500MHz spectrum bands would be through 

a competitive auction process.  

18. A Simultaneous Multiple Round Auction (SMRA), with an opt-in round to attract 

other spectrum bidders, followed by a generic lots clock round, and assignment 

stage round is to be implemented. 

19. A licence is valid for twenty (20) years from the date of issue. 

20. All licences would be technology neutral. All the spectrum licences would be 

liberalised for IMT services (and other services) to the extent possible within 

spectrum masks constraints. 

21. All auctioned licences would continue to be subject to Annual License Fees (ALFs) 

as per the Radio Frequency Spectrum Licence Fees Regulations, 2010. This has 

been taken into consideration in setting (lower) reserve prices, and bidders may 

consider “pricing in” these ALFs in their valuations. 

22. The migration to Digital Terrestrial Television and the freeing up of IMT700 and 

IMT800 in South Africa is in progress. The Authority has taken this into 

consideration in two ways. The Authority has - in attracting applicants to these 

bands - set discounted reserve prices for IMT700 and IMT800 spectrum and 

secondly, it has increased the licence term from 15 years (which the Authority 

consulted on IM) to a proposed 20 years. 

 
89 Under the previous step the Authority identified that there are some potential 

auction outcomes in which different national wholesalers do not acquire additional 

spectrum that might give rise to competition concerns.  In this step the Authority 

considers how likely those outcomes are to come about, if there were no measures 

to enhance competition in the auction. By this it is meant as to whether a national 
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wholesaler that needs additional spectrum of a particular type and quantity in order 

to be credible or to mitigate a specific competitive disadvantage in relation to a 

particular service or customer segment will be able to acquire such spectrum in the 

auction.  

90 The main concerns in this assessment relate to outcomes in which the third and 

fourth national wholesalers and the WOAN do not acquire the spectrum they need 

to continue to be or to become credible competitors absent measures in the auction.  

Given the identified risks for the Tier 2 national wholesalers, the Authority have also 

considered outcomes in which these national wholesalers do not acquire the 

spectrum they might need to address the risks to their credibility. This can 

possibly happen because of the almost certain higher intrinsic and strategic 

investment values of the Tier 1 players. In each case there is also a further 

competition concern about the national wholesalers’ ability to compete across as 

wide a range of services and customers as would be desirable. The consideration of 

each category of national wholesaler is set out below.  

 

91 The allocation of spectrum in the auction is determined by the relative bids that 

participants make. This in turn is likely to be determined by their expected difference 

in profits from supplying wholesale and retail services with and without the 

spectrum. 

92 The Authority distinguishes between two sources of value (i.e. profits) in bidding for 

spectrum: 

1. Intrinsic value. The present value of additional profits a bidder expects to earn 

when holding the spectrum compared to not holding it, in the absence of any 

strategic considerations to obtain spectrum to reduce competition in mobile 

services from the existing level. 

2. Strategic investment value. The present value of additional expected profits 

earned from bids aimed at affecting the future structure of competition in mobile 

services by depriving one or more competitors of spectrum. 
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Table 4: Number of subscribers per operator

Operator Connections  
Vodacom 43m 
MTN 30m 
Cell C 15.9m 
Telkom Mobile 11.5m 
Rain 100k 
Liquid Small 

 

93 In the second source of value the Authority is reflecting the fact that spectrum is a 

strategic asset for national wholesalers and access to spectrum is likely to have a 

major impact on a national wholesaler’s competitive strength in the market.  

94 Moreover, spectrum is a scarce resource and the forthcoming auction of spectrum 

is the best opportunity to access additional spectrum resources. This suggests that 

the outcome of the auction is likely to shape the future competitiveness of the 

mobile sector for at least the next decade. Recognising this potential lasting impact, 

some national wholesalers might have an incentive to buy more spectrum than 

would otherwise be the case with the aim of weakening rivals and thereby reducing 

the competitive constraint that they will face.    

95 As Table 4 depicts, MTN (the second largest in terms of connections) almost has 

double the number of connections of third-placed Cell C, and almost 3 times Telkom 

Mobile’s connections. As for Vodacom, it has just under three times the number of 

Cell C connections and almost four times Telkom Mobile’s. The clear message is that 

the intrinsic and strategic investment values for the Tier 1 players are likely to be 

significant compared to Tier 2 players. 

96 In considering strategic investment in this way, we are not supposing that bidders, 

individually or collectively, will act in a prohibited manner. The Authority consider 

whether strategic investment by one or more bidders (particularly the Tier 1 

players), in pursuit of rational commercial goals, might result in an outcome that 

could make the market less competitive, such that it posed a risk to the ECA 

objective to promote competition through the auction. 
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97 The risks related to the third and fourth national wholesalers not acquiring the 

spectrum they need to continue to be or to become credible competitors absent 

measures in the auction – are very high. The Authority’s pro-competition measures 

(sub-1GHz caps, overall spectrum caps, spectrum portfolios/floors, WOAN etc) are 

individually and collectively justified and proportionate.  

 

98 The competition concerns include (all of them medium to high risk): 

 Fewer than four credible national wholesalers in the mobile market in the 

short term. 

 Perhaps even fewer than three national wholesalers in the medium term (with 

higher likelihood of the exit of both the third and fourth national wholesalers). 

 Even if there remain four national wholesalers, one or more is at a 

disadvantage in competing for some services and customers. 

 Weaker competition because one or more players do not have sub-1GHz 

spectrum, e.g. one national wholesaler’s lack of sub-1GHz spectrum may 

hamper it. 

 Another national wholesaler arguably not being credible because of lack of 

further sub-1GHz spectrum. 

 Weaker competition because one or more players do not have mid-band 

spectrum, e.g. one national wholesaler may not be credible because of 

insufficient mid-band spectrum (at 2.6GHz or 3.5GHz) to achieve high data 

rates with the employed technologies. 

 Weaker competition because one or more competitors has a very large share 

of spectrum. 
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 No new entry is permitted in such a market with “ineffective competition”.  

 There is no competitive rollout of fast speed mobile broadband services in 

under-serviced areas of South Africa. 

 Other sub-national players are foreclosed the opportunity to win valuable low 

frequency sub-1GHz spectrum, even if they have strong business cases 

through attracting them of all of the spectrum and/or no caps on sub-1GHz 

spectrum. 

 Further opportunities for downstream retail competition (to drive down 

prices, improve quality, improve choice, etc) are foregone. 

99 It is for these reasons (i.e. concerns) and more covered earlier that the Authority 

have proposed measures in the auction to enhance national wholesale competition. 

 

100 The final step is to consider in the round what measures are appropriate and 

proportionate to adopt to enhance national wholesale competition. 

101 The measures are set out in this Competition Assessment and in the ITA. 

1. Reserve Price and Considerations of roll out obligations:  

2. Licensing Aim: determination of fair economic value of radio frequency spectrum 

is in the consumers’ best interests. The proposed methodology for the reserve 

price is one of setting material reserve prices close to estimated value of 

spectrum but with a discount. The reserve price approach also takes particular 

regard to the weaker Tier 2 national wholesalers to ensure they are more likely 

to remain credible post the auction, in addition to any spectrum reservations. 

3. In light of Authority’s primary aim to ‘enhance competition and to increase 

broadband coverage, and in so doing bridge the digital divide and the disparities 

between urban and rural access to broadband networks’ – fair economic 

valuation of the spectrum must take into consideration the proportionality in 

realising this primary aim by any of the wholesale national competitors.  
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4. The manner in which the Authority has carried out the fair market valuations of 

the IMT700, IMT800, IMT2600 and IMT3500 bands had to mitigate against the 

risk to attract the third and fourth national wholesalers to certain spectrum 

bands, while the opposite would have been in consumers/citizens’ interests. It 

might be against consumers/citizens’ interests to attract a third and fourth 

national wholesalers if they had a much lower intrinsic value from other parties 

(e.g. sub-national operators) that would otherwise have obtained the spectrum, 

and if the competition benefits from having at least four national wholesalers 

were not large. The Authority has considered this risk when carrying out the fair 

economic valuations. The reserve prices for the spectrum helps mitigate this risk 

that the Authority makes certain spectrum bands attractive to third and fourth 

national wholesalers when it is not in consumers’ interest. 

5. On the other hand, the risk of high valuations which mitigate against rollout 

obligations – particularly for the weaker players – was guarded against in the 

spectrum valuations. 

6. The approach of the Authority to the valuations of the spectrum bands is 

conservative but fair. 

 

Competition Assessment: future retail competition 

Aim: Innovation with Community Networks – Spectrum Sharing 

102 As explained earlier, the Authority is not ignoring retail-level competition in this 

assessment and the Competition Commission’s DSMI inquiry highlighted problems 

in retail-level competition. The Authority’s aim in the context of this competition 

assessment is the enhancement of competition in markets for the provision of 

mobile services, in respect of both wholesale and retail markets. In addition to those 

measures proposed at the wholesale level, the Authority considered whether 

competition would be enhanced at the retail level. Entry or expansion by sub-

national RAN operators could allow competition over more of the value chain and 

facilitate innovative business models, including through the deployment of ‘inside-

out’ networks.  

103  Any underutilised spectrum bands during the deployment stage of the National 

Wholesale players in designated “underserviced areas” are to be availed for 
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spectrum sharing with other licensees using, amongst others, dynamic spectrum 

access methods.  

104  The Authority is of the view that such a measure is appropriate and proportionate: 

1. Market entry by sub-national RAN operators is a better outcome than 

no such market entry – i.e. the benefits of such entry are likely to exceed the 

opportunity costs;  

2. and if so, there is a significant risk that such entry would not occur in the 

absence of such a measure. 

105  This could allow for more local competition over the value chain and facilitate 

innovative business models, through the deployment of ‘inside-out’ networks. 

 

Benefits, Costs and Risks of entry by sub-national RAN operators 

106 Market entry by sub-national RAN operators could deliver substantial benefits to 

consumers. By adding mobile services to a fixed high-speed broadband network, 

sub-national RAN operators could potentially offer improved indoor coverage, Wi-

Fi, high data rates and other broadband services.  There is also the possibility 

that these operators could introduce paradigm-shifting business models, 

for example from being able to integrate fixed and mobile delivery of TV, 

broadband and telephony services on multiple devices. In either case sub-

national RAN operators could provide a disruptive competitive force to the benefit 

of consumers.   

107 If the unused spectrum in underserviced areas is not accessible by such operators 

but by ONLY wholesale national wholesalers, this would foreclose the innovation 

value by allowing increased capacity and higher average data rates or in the 

extreme the deployment of innovative networks such as the use of dynamic 

spectrum access for those without other spectrum that is suitable for early 

deployment of IMT Advance. Denying this value is the opportunity cost of the use 

of this unused spectrum by sub-national RAN operators.  

108 The enablement of simple unlicensed registrations by Community and Micro 

operators using authorised RLANs such as 5GHz radio frequency spectrum bands 

will improve innovation. Such a move complementing unlicensed access to spectrum 
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to that of licensed spectrum, as well as enabling unused spectrum for secondary 

use (dynamic spectrum access), would lead to networks in South Africa operating 

at a small fractional cost of IMT services/networks. 

Benefits, Costs and Risks of entry by “Other Retailers” 

109  The Authority has considered the risks of allowing other operators access to unused 

spectrum in rural municipalities and “underserviced areas” which include the 

following: 

1. co-ordination issues and failures amongst such networks

2. spectrum management and interference challenges on the use of different

spectrum: unused 2.6GHz frequency band, defining “underserviced areas”,

TVWS regulations, economies of scale and scope of LTE, Wi-Fi and dynamic

spectrum access systems, etc.

110  The Authority notes the risk that these operators may fail to agree on coordination 

arrangements. However, the Authority has balanced this with some successful 

community networks in South Africa and the existing regulatory framework such as 

an automatic dispute resolution mechanism as provided in regulation 20 of the Radio 

Frequency Spectrum Regulations, 2015.  

Conclusion 

111 This competition assessment took into consideration the current state of the 

competition, as it aims to improve the competition landscape post the auction in the 

ICT sector. It takes a view that the market can sustain five credible wholesale 

national operators including the WOAN, without excluding any other sub-national 

operators to become additional credible wholesale national operators, in an 

endeavour to deal with the highly concentrated market.  




