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Executive summary 
 
The prompt release of additional IMT spectrum is critically important if South Africa’s mobile sector 
is to be able to continue to deliver high quality, affordable internet connectivity to consumers and 
businesses across the country.  Vodacom therefore supports ICASA’s timetable for the release of 
spectrum. 
 
Mobile data services are, and will likely remain, the primary means through which South African consumers, 
particularly those in the most vulnerable and economically disadvantaged communities, access the 
internet and digital services. As a major player in the market, Vodacom is committed to meeting the needs 
of South Africa’s consumers, delivering high quality, affordable voice and data services to all South Africans, 
so enabling the whole country to benefit from the digital revolution that is underway and to deliver a truly 
inclusive, digital and connected society. During the national state of disaster arising from the COVID 
pandemic, Vodacom has, for instance and in part supported by the IMT spectrum temporarily assigned by 
ICASA to the sector, provided, over the past financial year, more than  of free traffic 
targeting Education, Internet Search, Facebook flex, health, employment, safety and wellness initiatives. 
 
However, as ICASA has itself acknowledged, South Africa is behind many other countries when it comes to 
assigning spectrum.1 For instance, in the time since spectrum was last assigned to the mobile sector in 
South Africa, countries in Europe have assigned around 1,000MHz of spectrum,2 enabling operators in 
those countries to deploy high speed mobile broadband networks further and faster than has been the case 
in South Africa. And, most critically of all – as again acknowledged by ICASA – the delays in the release of 
spectrum have affected the ability of operators in South Africa to deliver the connected, inclusive society 
described above. For instance, Vodacom’s ability to enhance coverage and capacity on its network and 
hence to deliver further benefits for consumers and businesses is increasingly hamstrung by its lack of 
access to sufficient spectrum.   
 
After multiple delays, the expedited release of the spectrum bands, as set out in ICASA’s latest Information 
Memorandum (“IM”) and 2020 Invitation to Apply (“2020 ITA”), is essential for the sector, and most 
importantly, for those consumers who rely on mobile services.  Vodacom, therefore, supports ICASA’s 
renewed efforts to award this spectrum by the end of the first quarter of 2022.  However, Vodacom is also 
concerned that the legal disputes of the past year mean that the primary objective of this spectrum award 
is in danger of being overlooked, namely to improve consumer and business access to high quality, high 
speed, affordable mobile data services in pursuit of the Government’s overall vision for the sector, through 
assigning scarce and valuable spectrum in the most efficient way possible. 
 
ICASA must, when finalising its ITA, keep this primary objective in mind and design an award process which 
will enable those providers who have the ability and desire to provide mobile data services throughout 
South Africa to do so. This means, for instance, ensuring that the ITA process is flexible enough to allow all 
operators to acquire sufficient spectrum, with those operators who are likely to use spectrum most 
effectively and efficiently, delivering services to all South Africans, having the ability to do so. 
 
In this regard, Vodacom’s proposals, as set out in this response and consistent with the Government’s, 
ICASA’s and Vodacom’s vision for a connected, inclusive digital South Africa, are centred around two 
fundamental principles: first and foremost that the spectrum assignment must deliver benefits from 
improved broadband speeds and connectivity to South African consumers; and secondly, that the 
assignment must ensure that spectrum is allocated fairly and efficiently, so that those that can make the 
most efficient use of it are able to acquire sufficient amounts of spectrum, whilst simultaneously ensuring 
competition in the market.   
 

                                                           
1 For example, in its Competition Assessment included in the ITA Reasons Document, where ICASA states at paragraph 31 that, “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” 
2 Excluding mm Wave assignments. 
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To that end, in this, its response to the IM, Vodacom sets out, for ICASA’s consideration, its views on how the 
award process set out in the 2020 ITA should be adapted with a view to ensuring the successful completion 
of the auction. In particular, and noting that it has not previously had the opportunity to comment on the 
2020 ITA, Vodacom has identified, alongside a number of other points, two major areas in which the 2020 
ITA, if implemented today, would be unlikely to deliver ICASA’s objectives for the auction and which should 
therefore be adjusted in the forthcoming ITA, were ICASA to pursue a similar process design.  These relate 
to, in turn, the opt-in round and the treatment of the coverage lot (Lot 9) in the auction. Vodacom goes into 
further detail on both of these matters in Section D of this response, alongside a number of other aspects 
of the ITA design and rules which it believes should be reconsidered in order to better meet ICASA’s 
objectives.  
 
The opt-in round 
 
Vodacom notes that ICASA has, in the IM, specifically highlighted that it is giving consideration to removing 
the opt-in round, as specified in the 2020 ITA, from the auction. Vodacom welcomes ICASA’s openness in 
this regard. 
 
Vodacom understands that the opt-in round was initially created in order to support ICASA’s objective for 
there to be “4+1” credible national wholesalers in the market, with ICASA being concerned that, without 
this opt-in round, this outcome may not prevail due to Tier 2 operators not being able to compete with the 
Tier 1 operators in an auction, absent this support.  
 
Vodacom does not consider that the opt-in round serves any useful purpose. Furthermore, if it is 
implemented, it could lead to spectrum being assigned to parties unable, or unwilling, to put it to 
effective use, whilst also being vulnerable to further legal challenge from any Tier 2 operators 
unsuccessful in that round.  It therefore recommends to ICASA that this is removed from the final 
auction design. This is for a number of reasons. 
 
Firstly, as set out in Section C of this response, ICASA has overstated the spectrum required for an operator 
to be credible in the market. It argues that both Telkom and Cell-C would need to win sub-1GHz spectrum 
in this auction to be credible. Vodacom does not believe that this conclusion is supported by clear evidence.  
 

For example, as set out, below, in Section B, Telkom has been able to grow rapidly in the market and act 
as a strong competitive threat to other players, without any sub-1GHz spectrum, thus clearly showing 
it does not need additional spectrum to be “credible”.  
 
Likewise, Cell-C already has the same amount of sub-1GHz spectrum, and similar overall holdings, to 
MTN and Vodacom, both of whom ICASA considers would be credible without winning additional 
spectrum in this auction. If two operators with a given spectrum holding are credible, while a third with 
the same spectrum holding is not, spectrum holding cannot be a relevant determining factor.  

 
If there are factors other than spectrum holdings which prevent an operator in South Africa from being 
credible and which are within the remit of ICASA – which Vodacom does not believe to be the case – 
ICASA should deal with those factors separately, not by arbitrarily granting one operator special 
treatment in a spectrum auction. To do so would mean applying an inappropriate or irrelevant policy 
lever at a different issue, and only serve to increase the risk of the auction leading to an inefficient 
assignment of spectrum for the next 20 years.  

 
Taking into account the current state of the market and international precedent, such as Ofcom’s 
competition assessment for the recent 700 MHz auction, Vodacom considers that, at most, a national 
wholesaler requires 2x5MHz of low bandwidth (sub-1GHz) spectrum, combined with suitable mid / high 
band spectrum, to be credible. If an operator considers that it would prefer to have more of this 
spectrum, it should be free and able to acquire it at the auction, but not be faced with the obligation to 
buy it. 
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Secondly, ICASA has applied an outdated framework when conducting its assessment and designing the 
opt-in round. That is, ICASA appears to be applying an Ofcom framework from 2012 which considers both 
the spectrum that an operator requires to be credible and the need to strengthen the competitiveness of 
credible players in the market. Vodacom does not consider this to be appropriate. Vodacom, as set out in 
Section B of this submission, does not accept ICASA’s characterisation of competition in the market.  
 
However, even if ICASA were correct in its view that competition in the market should be enhanced, the 
spectrum auction is not the appropriate vehicle for this. Instead, as far as competition is concerned, ICASA 
should in the spectrum auction only be concerned to ensure that the spectrum auction does not worsen 
competition. Furthermore, Ofcom has itself moved away from its 2012 framework, recognising in its most 
recent spectrum award that it was not necessary to impose a cap on sub-1GHz spectrum because, among 
other factors, such spectrum was not necessary for an operator to be credible.3 Indeed, in the UK, the market 
leader, BT-EE, only had 2x5MHz of sub-1GHz spectrum by the time it arrived at the 700 MHz auction earlier 
this year.  
 
Thirdly, it is clear that, when considering the sub-1GHz spectrum cap proposed in the 2020 auction 
alongside the opt-in round, the opt-in round becomes redundant and does not further support ICASA in 
achieving its objectives.  Based on current market dynamics and the applications submitted in response to 
the 2020 ITA, it is reasonable to assume that three players could be interested in the opt-in round: Telkom, 
Cell-C and Rain. Two of these players already have much more mid / high band spectrum than Tier 1 
operators, while the third has a similar amount to that of the Tier 1 operators. This means that the opt-in 
round is, in reality, an opt-in round for sub-1GHz spectrum only.  
 
However, of the 2x50MHz of sub-1GHz spectrum that is available in the auction (after the assignment of 
2x10MHz to the WOAN), MTN and Vodacom can, between them, only acquire up to 2x20MHz, because of 
the imposition of the sub-1GHz cap. This then leaves 2x30MHz for Telkom, Rain and Cell-C to compete over. 
Given Cell-C already has 2x10MHz, this is, by definition, clearly sufficient to enable at least two of these 
players to win sufficient spectrum to be credible, under ICASA’s definition of credibility. Therefore, as was 
the case in the UK, even without set-asides, which are akin to opt-ins, the operators that had low sub-1GHz 
holdings would be able to acquire more of this spectrum. 
 
In an auction (without an opt-n round) these parties will be able to compete against each other to determine 
who wins which blocks of spectrum – an approach which Vodacom considers would promote an efficient 
allocation of spectrum between these providers, as opposed to ICASA potentially imposing prescribed 
allocations via the opt-in round. In contrast, awarding certain blocks through an opt-in round, especially if 
that opt-in is not conducted through a transparent process (see below) risks creating an inefficient 
assignment of spectrum, to the ultimate detriment of the market.  
 
If, despite this, ICASA continues to believe that an opt-in round is necessary, it must still consider 
amendments to its previous design to ensure it meets ICASA’s objectives.  
 
Central to this would be limiting the opt-in round to one block of 2x5MHz of sub-1GHz  spectrum, so 
allowing either Telkom or Rain to gain such spectrum. In addition, ICASA must also be clear about how, in 
the event of excess demand, it will select the party who wins spectrum in the opt-in round; whether it would 
conduct an auction for the Minimum Spectrum Portfolios (“MSPs”) before the main auction (an approach 
which Vodacom believes would be the most appropriate) or a beauty contest between applicants, for 
example. Without this clarity, there is a risk of unintended consequences and a legal challenge to the 
outcomes of the opt-in round. 
 
  

                                                           
3 See Ofcom, Award of the 700 MHz and 3.6-3.8 GHz spectrum bands, March 2020 
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The Lot 9 coverage obligation 
 
Vodacom supports ICASA’s objective to use the auction to support the achievement of increased 
connectivity throughout South Africa, through a coverage obligation.  In setting this coverage obligation, 
ICASA needs to be mindful of the trade-off between the cost of meeting a very demanding coverage 
obligation and the benefit for any licensee in accepting this obligation in preference to lots with lesser 
obligations. 
 
Given the specification in the 2020 ITA, and our own detailed investment case modelling, we believe there 
is a significant risk that the 99.8% coverage obligation lot (Lot 9) will be left unsold. This is because the 
incremental cost to an operator that would chose to accept this obligation, compared to the “standard” 
coverage obligation applied to Tier 1 operators in the auction, is many times greater than the benefit 
received as a result of the difference in reserve prices between Lot 9 and other lots of sub-1GHz spectrum. 
This means, in turn, that operators will not bid on Lot 9 until the prices of other sub-1GHz spectrum lots 
have increased to such an extent as to make Lot 9 attractive. There are two possibilities for ICASA: either 
prices for all other winners rise significantly, by the time any bidder moves over to the high coverage lot; or 
bidders walk away before this point, and the high coverage spectrum lot will remain unsold. 
 
This would have negative consequences both for the success of the auction and more importantly, for 
consumers in those currently underserved areas. If the extensive coverage spectrum block remains unsold, 
this will delay the roll-out of high quality connectivity services in South Africa than is necessary, as ICASA 
will need to consider how to assign this lot – meaning the challenge of widespread increased connectivity 
is left unresolved.  
 
The proposal as it stands, is also likely to create an ‘artificial’ scarcity of low band spectrum, leading to price 
escalation for the other low band lots, and smaller/Tier 2 mobile operators (“MNOs”) being deterred from 
acquiring additional low frequency spectrum. In light of this, providing 2x10 MHz of low frequency spectrum 
to meet ICASA’s proposed 2020 ITA coverage obligation raises a material risk of spectrum being left unsold.  
 
Vodacom therefore considers that to mitigate this risk ICASA should calibrate the extensive coverage 
obligation more realistically and set this at 99% of the population. The reserve price for the spectrum lot to 
be used to achieve this should be set at a sufficient discount to reflect the higher cost of meeting the 99% 
obligation relative to the lots without this obligation – noting that, if this discount is under-estimated, prices 
of the other lots will escalate first, and potentially quite considerably, until the prevailing discount is 
sufficient to attract any interest from bidders. 
 
Vodacom also considers that there should be two 2x10 MHz low frequency 99% population coverage lots, 
to share the burden between two players, further encouraging interest in the lots, and to give more choice 
to more South African consumers in rural areas. We recommend that ICASA should also include the option 
for geographic sharing of the obligation, in order to accelerate roll-out, and reduce the cost differential to 
the other low band lots. Coverage for the remaining 0.8% of the SA population could be achieved through 
a process to share the cost of this roll-out amongst all MNOs that obtain low frequency spectrum, supported 
by the Universal Service and Access Fund (“USAF”). 
 
Finally, Vodacom considers that ICASA should move away from the proposed “outside-in” model for 
meeting the coverage obligation. The obligations attached to coverage lots will have deadlines for 
providing rural coverage, adequately satisfying ICASA’s objectives in terms of rural digital inclusion. Further, 
the mobile market has evolved significantly since the beginning of the COVID pandemic. It is important that 
consumers in urban townships are not left behind in the timely provision of good indoor coverage and high 
speed services. This is only possible if all operators are allowed to roll out sub-1GHz where it is most needed 
by consumers. Indeed, using temporary spectrum, Vodacom, MTN and Telkom have already rolled out 
700/800MHz in some areas with consumers already receiving these benefits. To require operators subject 
to an outside-in coverage obligation to switch off their installed equipment in urban townships, simply in 
order to satisfy the outside-in obligation would be socially counterproductive (effectively such mobile 
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consumers would have worse quality post-auction than they have now) and so would not meet the overall 
objectives for the award.  
 
Areas where Vodacom supports ICASA’s proposals 
 
There are number of areas where Vodacom supports the positions taken by ICASA in its IM and its 2020 ITA. 
In Section E of this response Vodacom sets out its reasoning for adopting these positions, notably covering 
the inclusion of sub-1GHz spectrum in this award process, the maximum spectrum to be assigned to the 
WOAN and the treatment of the roaming agreements which Vodacom is party to. 
 
The inclusion of sub-1GHz spectrum in the auction 
 
Vodacom believes strongly that ICASA should auction the low frequency spectrum (700MHz/800MHz) 
now, at the same time as the rest of the spectrum (2.6GHz and 3.5GHz).  This is because: 
 

The 700MHz/800MHz is already partially available and is being used following the temporary 
assignment of spectrum; 
 
Even if the 700MHz/800MHz is not fully available once the auction takes place, assigning this 
spectrum now will enable operators to start rolling-out their networks, so that the 700MHz/800MHz 
spectrum can be put to use quickly once it becomes available, thus bringing forward consumer 
benefits; and 

 
There is a substantial body of precedent for auctioning low frequency spectrum before it becomes fully 
available. For instance, in Germany, the 700MHz auction took place in May-June 2015, while the 
spectrum was not expected to become fully available until 2019. Among its reasons for including the 
700MHz band in its multiband auction, the German regulator concluded that doing so would create 
maximum planning and investment certainty for the MNOs.4 

 
However, to reflect the fact that digital migration is not complete and that operators may face restrictions 
on how the spectrum can be used, Vodacom supports ICASA’s view that successful bidders should only be 
required to pay for the 700MHz/800MHz once it becomes fully available (rather than when it is assigned). 
Further, the 20 year licence duration should only start once the 700MHz/800MHz becomes fully available. 
By providing this certainty, ICASA is likely to increase the chances of awarding, the spectrum successfully.  
 
The spectrum assignment for the WOAN 
 
For the reasons set out in this submission, Vodacom believes that an assignment of a maximum of 80MHz 
of spectrum, including 2x10MHz sub-1GHz spectrum, is more than sufficient for the WOAN to be a credible 
player and to meet its obligations. In addition to ensuring that the WOAN has adequate total spectrum 
holdings, ICASA has also made sure that the WOAN will receive a mix of spectrum across different bands 
(700MHz, 2.6GHz, and 3.5GHz) that should allow it to compete effectively for both coverage and capacity.  
 
Assigning more spectrum now to the WOAN is not likely to be efficient and could risk leading to high 
demand spectrum being underutilised, so not creating benefit for the citizens of South Africa.5 In this 
regard, Vodacom notes that there are a small number of WOANs in the mobile sector across the world, and 
the concept fairly new and still in the development phase.  
 
  

                                                           
4 
https://www.bundesnetzagentur.de/SharedDocs/Downloads/EN/Areas/Telecommunications/Companies/TelecomRegulation/FrequencyMan
agement/ElectronicCommunicationsServices/DecisionP2016_pdf.pdf;jsessionid=1051F08C5BE432F9411F35AC12E5E7C2?__blob=publication
File&v=3  
5 Vodacom notes and accepts that the WOAN could be assigned additional spectrum in future, as other IMT bands become available 
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The treatment of roaming arrangements 
 
All MNOs use roaming arrangements in South Africa. For instance, Telkom has a roaming agreement with 
Vodacom, as does Cell-C (for its contract customers), while Vodacom has roaming agreements with Rain 
and Liquid.  
 
In considering the impact of the roaming arrangements in the market, Vodacom is only able to comment 
directly on those into which it is a party. It is clear, however, that those agreements are pro-competitive. For 
instance: 
 

Telkom’s roaming agreement with Vodacom allows Telkom to expand its coverage and boost its 
capacity where needed in both urban and rural areas. The roaming agreement has allowed Telkom to 
re-farm some of its 2G spectrum and it also provides Telkom with network resilience; 
 
Vodacom’s roaming agreement with Rain has provided Rain with the opportunity to expand its retail 
presence, whilst helping to relieve Vodacom’s capacity constraints (especially until more spectrum is 
assigned); 

 
Cell-C’s roaming agreement with Vodacom has helped facilitate Cell-C’s change in business model, 
which has enabled it to improve its financial position and allowed it to continue to offer MVNO access; 
and 

   
For these roaming agreements Vodacom agrees with ICASA’s position that roaming agreements should not 
have an impact on the amount of spectrum that operators can acquire in the auction.6  
 

 
 

 
 
Finally, Vodacom has considered carefully the “invitation” made by ICASA to stakeholders during the 
workshop on the IM – namely that if a stakeholder felt that these roaming agreements should be reflected 
in the auction design, the stakeholder should set out a practical way of doing so. Vodacom does not hold 
that position. Having considered this in detail and for the reasons set out in Section E.3, Vodacom has 
concluded that it would be impractical to try to reflect the roaming agreements in the amount of spectrum 
that operators can acquire in the auction. 
 

  

                                                           
6 Vodacom can only provide its view on the agreements that it is involved in 
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A. Introduction 
 

Vodacom welcomes ICASA’s renewed efforts to award spectrum by the end of the first quarter of 2022. 
After multiple delays, the expedited release of the spectrum bands, as set out in ICASA’s latest IM and 
2020 ITA, is essential if the mobile sector is to meet the rapidly growing mobile broadband needs of 
South African consumers and businesses.  Vodacom is committed to meeting these needs and stands 
ready to make the large investments needed in its South African mobile network to deliver high quality, 
affordable voice and data services.  
 
It is clear that, if assigned appropriately, the spectrum on offer has the potential to deliver significant 
benefits to South African mobile users and therefore also to the wider economy and society: driving a 
truly connected and inclusive digital South Africa. Therefore, whilst Vodacom supports ICASA’s decision 
to assign the spectrum using an expedited process, it is crucial that ICASA still follows a robust process 
with adequate consultation, focused on how it can create the conditions necessary for the mobile 
sector to deliver the investment and high quality, affordable services that will underpin a connected, 
inclusive, digital society.  
 
In this response, Vodacom sets out its views on how ICASA can amend the auction design set out in its 
2020 ITA to deliver its objectives more clearly.  
 
 

1. Scope of Vodacom’s submission 
 
In this submission, Vodacom has commented on: 
 

Latest IM; 
 
Competition Assessment contained in its ITA Reasons Document; and 
 
2020 ITA. 

 
Vodacom has also assessed the consistency between the above documents and ICASA’s Mobile 
Broadband Services Inquiry (“MBSI”) process.  
 
In preparing this submission and its proposals for how the spectrum award should be taken forward, 
Vodacom has, in light of its and the Government’s vision for the sector, as set out below, focused on 
two fundamental principles:  
 

First and foremost, that the spectrum assignment must deliver benefits from improved broadband 
speeds and connectivity to the largest possible number of South African consumers and 
businesses; and  
 
Secondly, that the assignment must ensure that spectrum is allocated efficiently, so that those 
that can make the most efficient use of it (and who today may be constrained by a lack of spectrum) 
and deliver the maximum benefit to consumers, are able to acquire sufficient amounts of 
spectrum, whilst simultaneously ensuring competition in the market. 

 
To that end, and before commenting on the details of the IM, Vodacom sets out its views on the 
importance of the auction and the Government’s vision for how the sector can contribute to enhancing 
the lives of South African consumers: a vision to which it subscribes and against which it believes all 
proposals for the auction should be judged. Building on this, Vodacom then comments on ICASA’s 
specific objectives for the spectrum award.   
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2. The importance of the spectrum auction in achieving South Africa’s vision for the sector 
and an inclusive, digital economy 
 
As ICASA itself recognises, it plans to auction a large amount of spectrum (406MHz).7 This represents a 
significant increase relative to operators’ existing spectrum holdings (609MHz).  
 
Given the move towards a digital economy, the telecoms sector underpins many other sectors of the 
South African economy. Mobile data services are, and will likely remain, the primary means through 
which South African consumers, particularly those in the most vulnerable and economically-
disadvantaged communities, access the internet and digital services. For instance, the Covid-19 
pandemic underlined the importance of the telecoms sector, with MNOs playing a critical role in 
keeping the economy and society running, despite the widespread restrictions on social contact – 
ensuring ongoing access to healthcare services, education, remote working, etc. Indeed, going forward, 
it is likely that the pandemic will result in a permanent increase in the use of telecoms services, which 
makes it even more important that the mobile sector delivers good outcomes for all South Africans.  
 
The auction process provides ICASA with a unique opportunity to assign spectrum in a manner that 
delivers large benefits to South African mobile users, as well as the wider economy and society. 
Vodacom believes it is critical that this vision remains at the forefront of ICASA’s, and all stakeholders’ 
thinking, as the plans for the auction are finalised.  
 
To this end, Vodacom summarises, below, the achievements of the sector to date in delivering an 
inclusive, digital economy. By referring to the Government’s National Development Plan (“NDP 2011”), 
Vodacom then sets out how this auction can, if successful, further help to deliver this vision.   
 

2.1 Achievements to date 
 
Widespread coverage 
 
South African MNOs have, in recent years, delivered large improvements in their network quality, 
underpinned by substantial investments in their networks. As shown by ICASA’s own data, MNOs have 
managed to achieve near universal population coverage for mobile services. According to ICASA, basic 
4G coverage stood at over 96% in 20208, despite the relative lack of low frequency spectrum. This is a 
significant increase relative to a level of around 53% in 2015 and it leaves South Africa comparing 
favourably overall in global digital infrastructure indices.9 This is despite mobile spectrum assignments 
lagging developed markets by over a decade, which has resulted in operators having to make 
significant additional investments to compensate. 
 

  

                                                           
7 “The Independent Communications Authority of South Africa (“the Authority”) is to make available a large amount of spectrum of 406 MHz for 
licensing for the provision of mobile broadband services in South Africa.” 
8 Vodacom’s 2021 basic 4G population coverage is slightly higher than this. 
9 2021 National Infrastructure Plan 2050 
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Figure 1: Increasing mobile coverage 
 

  

Source: ICASA State of the ICT Sector – March 2021 

Vodacom’s continued investment in expanding its sites network means that Vodacom’s own basic 
network coverage for 3G and 4G is particularly high, as shown in the Figure below. 

Figure 2: Vodacom network population coverage in South Africa, 2021 

  
Source: Vodacom Integrated Report 2021 

Most provinces have rural basic 4G coverage of more than 90% (i.e. basic coverage from at least one 
operator), meaning that customers in those areas, who are often among the poorest in society have, in 
recent years, had access to internet services for the first time, transforming their way of life and ability 
to engage with a wide range of economic and social activities. 

As part of its commitment to ensure that mobile services are available to as many South Africans as 
possible, Vodacom expanded its rural network sites in 2021 to a total of 2,784.10  
 
Increases in network speeds 

South African MNOs have also achieved significant increases in their networks’ speeds. For instance, 
average download speeds have roughly doubled over the past 3.5 years. The 2021 National 
Infrastructure Plan 2050 (“NIP 2050”) notes that “South Africa’s mobile upload and download speeds 
compare favourably with BRICS and many other peer countries”.

                   
10 Vodacom Integrated Report 2021, page 6
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Figure 3: Average download speeds 

  
Source:https://businesstech.co.za/news/mobile/528196/best-and-worst-mobile-networks-in-south-africa-2/  

The significant increases in network speeds have been achieved despite operators suffering from a 
shortage of mid/high frequency spectrum, which has led to networks being relatively congested, 
certainly for larger operators (and Vodacom in particular). Vodacom notes that this constraint on MTN 
and Vodacom has been recognised by ICASA.11 
 
Reductions in effective prices 

Whilst improving network quality, and despite being highly restricted in their access to spectrum, 
compared to other markets, MNOs in South Africa have also delivered significant reductions in the 
effective unit prices for data services. For instance, as shown by the following figure, Vodacom’s average 
revenue per user (“ARPU”) has declined slightly over the past five years, even though mobile data 
usage has grown more than fourfold in the same period. This means that the effective price consumers 
are paying for mobile data has fallen significantly, consistent with Vodacom’s price transformation and 
there being effective competition between operators.  

 

 

 
11 ITA Reasons Document, page 94
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Furthermore, , as part of its 
recent pricing transformation, while also investing more than R10bn in its South African network in 
FY21.12 But despite the significant progress made to date, Vodacom accepts there is more to do and 
takes its social contract very seriously. For instance, to help make mobile services more affordable for 
low-income consumers, Vodacom launched Just4YouTown, which offers considerable discounts  

 to users in poorer areas.  
 
Indeed, the spectrum auction represents an opportunity for ICASA to enable operators to deliver a step 
change in network economics and unlock further improvements in the mobile market. 
 
Helping society 
 
Throughout the COVID-19 pandemic Vodacom has prioritised connectivity for the most disadvantaged 
members of South African society. For example, during its past financial year alone, Vodacom has 
provided  worth of free traffic targeting Education, Internet Search, Facebook 
flex, health, employment, safety and wellness initiatives. Vodacom also contributed to supporting 
these key areas of society in other ways. For example, its free “e-School” platform, which provides 
curriculum-aligned educational material for grades, exceeded one million registered users in March 
2020 during the lockdown in South Africa.13 Since its launch in April 2020, Vodacom’s Connect U 
platform  
 
Prior to the pandemic, Vodacom’s commitment to its social contract was also clear. The Vodacom “NXT 
LVL” platform, aimed at South Africans under 25, not only offers tailored, reduced rate devices and 
bundles to the  who have subscribed since its 2016 inception, but also 
provides a range of services free of charge. Its Future Jobs Finder tool empowers young job seekers to 
match their personality and aptitude to digital careers, upload their career profiles, access information 
on institutions that offer relevant digital skills training, and search and apply for jobs online.14 In the last 
year alone,  
enabling low-income customers to enjoy the benefits connectivity brings. 
 

2.2 The future vision for the sector 
 
In its NDP 2011, the South African Government has set out its vision for the telecoms sector, namely 
that: 
 

“…a widespread broadband communication system will underpin a dynamic and connected 
vibrant information society and a knowledge economy that is more inclusive, equitable and 
prosperous” 
 

Similarly, in its 2020 ITA ICASA has stated that:  
 

“mobile telecommunication technologies are a critical component for achieving the goal of 
‘broadband for all citizens’ in South Africa.” 

 
Vodacom actively supports this vision and recognises the critical role that MNOs, such as Vodacom, 
have in delivering it. Meeting this vision, and creating the truly connected, inclusive, digital society that 
is at its heart, requires: 
 

Mobile services that are affordable for all South Africans, regardless of their income or social status;  
 
Widespread mobile data coverage for at least one or more of the mobile networks;  

                                                           
12 Source: Vodacom sustainability report 2021 
13 “Welcome to Vodacom”, page 35 
14 “Welcome to Vodacom”, page 65 
15 “Welcome to Vodacom”, page 68 
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Continuous improvements in network quality, such as but not limited to network speeds; and 
 
New mobile technologies, such as 5G, to be launched in a timely fashion.  

 
Achieving these objectives will require that spectrum be used efficiently and that at least some of the 
operators in the market undertake very significant investments. For this, South African MNOs require 
sufficient additional spectrum to realise the economies of scale that, in more advanced mobile 
markets, have delivered the 100x increase in the mobile broadband data services enjoyed by customers 
in recent years with significant decreases in quality-adjusted prices. It is, therefore, critical that the 
spectrum auction ensures that MNOs that are prepared to make significant investments have the 
necessary spectrum to do so, that investment is encouraged, that longstanding network capacity 
constraints are alleviated and that all the spectrum available for auction is, ultimately, put to productive 
use delivering services efficiently and at scale to the market. This does not require spectrum 
assignments to be weighted towards the current larger operators in the market, but does require these 
providers to have sufficient spectrum to be able to continue to invest and effectively deliver services.   
 
 

3. ICASA’s overarching objectives for the spectrum auction 
 
Vodacom considers that the sector vision, as described above, provides a compelling basis on which to 
judge any proposals for the spectrum award. Nevertheless, Vodacom also recognises that ICASA has a 
number of statutory objectives that it must meet when designing the award.  Vodacom now sets out 
those objectives and considers the extent to which ICASA faces some trade-offs, when considering 
these, particularly in light of the vision articulated above.  
 

3.1 ICASA’s objectives under the ECA 
 
As recognised in the 2020 ITA, under the Electronics Communications Act (“ECA”), ICASA has to take 
into account a number of objectives when assigning spectrum: 
 

“3.1.1. Promote broad-based black economic empowerment, with particular attention to the 
needs of women, opportunities for youth and challenges for persons with disabilities; 
 
3.1.2. Promote the universal provision of electronic communications networks and electronic 
communications services and connectivity for all; 
 
3.1.3. Promote the interests of consumers with regard to the price, quality and the variety of 
electronic communications services; 
 
3.1.4. Develop and promote SMMEs and cooperatives; 
 
3.1.5. Encourage investment and innovation in the communications sector; 
 
3.1.6. Promote an environment of open, fair and non-discriminatory access to broadcasting 
services, electronic communication networks and to electronic communications services; 
 
3.1.7. Promote competition within the ICT sector; 
 
3.1.8. Promote and facilitate the development of interoperable and interconnected electronic 
networks, the provision of the services contemplated in the Act and to create a technologically 
neutral licencing framework; and 
 
3.1.9. Ensure efficient use of the radio frequency spectrum.” 
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3.2 ICASA faces trade-offs between these objectives 
 
In general, Vodacom believes the objectives set out in the ECA align with what is needed to deliver a 
truly connected, inclusive and digital South Africa.  
 
However, Vodacom recognises that there may, at times, be some tensions between ICASA achieving 
the various objectives under the ECA. For example, attempting to promote competition by assigning 
spectrum to a large number of players may:16 
 

Result in excessive spectrum fragmentation, which could undermine the efficient use of spectrum 
(objective 3.1.9);  
 
Make it difficult for operators to offer high quality services or the universal provision of mobile 
services (objective 3.1.2);  
 
Reduce the amount of efficient investment (objective 3.1.5); and/or 
 
Deprive operators of economies of scale, which in turn would prevent consumers from benefitting 
from the lowest possible traffic costs (objective 3.1.3). 

 
Spectrum holdings are already fragmented in South Africa, compared with more advanced mobile 
markets, with larger operators disadvantaged and constrained by having to accommodate many more 
customers but without any additional spectrum17 relative to smaller operators. Given this, as well as 
there being a lack of overall spectrum assigned to MNOs in South Africa, the fragmented nature of the 
spectrum that has already been assigned is a critical issue.18 The spectrum fragmentation results in the 
inefficient use of spectrum, which in turn impacts the network quality that the average user is able to 
enjoy. The spectrum auction represents, among other things, an opportunity to address some of the 
existing issues with spectrum fragmentation in South Africa, hence benefitting consumers and 
promoting the connected society at the heart of the Government’s vision.  
 

3.3 ICASA’s objective to promote competition 
 
In its ITA Reasons Document, ICASA has stated that: 
 

“The forthcoming spectrum auction is not expected to solve the above wholesale and retail 
competition concerns in South Africa. However, tthe Authority is keenly aware of the need 
to prevent the auction award from worsening the competition concerns in mobile 
markets identified by the Authority.” 19 [Emphasis added] 

 
Whilst Vodacom does not agree that there are competition problems in mobile markets (or any market 
failures),20 it considers that ICASA’s objective to avoid worsening any competition concerns is the 
correct approach. This is consistent with the legal framework: under the ECA, the objective to “promote 
competition within the ICT sector” requires taking into account competition effects of any regulatory 
action, avoiding anti-competitive conduct and seeking to foster pro-competitive outcomes to the 

                                                           
16 ICASA argues that “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”. (ITA Reasons 
Document, paragraph 37). However, ICASA does appear to recognise that there are some trade-offs when it states that “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” 
(ITA Reasons Document, paragraph 43) 
17 ICASA has recognised that “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.” 
18 ICASA has itself stated that “Vodacom and MTN are more spectrum constrained than the other two operators.” 
19 ITA Reasons Document 
20 See Section B.3 
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extent possible. It is not an obligation, nor rational or viable, to seek in every instance of intervention to 
increase competition. Put another way, ICASA should in the auction design take into account any 
competition effects its actions may have, and avoid choices that are anti-competitive, rather than trying 
to address any alleged existing competition issues through the auction process.  
 
This is important because elsewhere in its Competition Assessment, ICASA appears to suggest that it 
should seek to enhance (i.e., increase the level of) competition through this spectrum award.21 
Vodacom does not consider this to be appropriate. In particular, and as set out in Section C.2.1, 
Vodacom is concerned that ICASA’s analysis of the spectrum required for an operator to be “credible” 
may in fact go beyond purely assessing credibility, to considering how it can shape, in a prescriptive 
manner, the competitive landscape in the market, and the relative respective positions of the 
competitors within it, possibly disregarding different dimensions of competition and potentially to the 
detriment of other objectives.   
 
Despite this, however, Vodacom agrees with ICASA’s position that when attempting to promote 
competition: 
 

ICASA should be protecting the competitive process rather than protecting individual competitors; 
and22  
 
It should adopt the minimum measures necessary to promote competition, so that it ensures that 
its measures are proportionate.23 Given this, it is important that ICASA also considers the interaction 
between its different proposed measures, such as between the opt-in round and spectrum caps.  

 
Importantly, ICASA is also nearing the completion of its market review process into mobile broadband 
services. Earlier this year, ICASA published Draft Regulations that were aimed at addressing alleged 
competition problems in wholesale markets – these Regulations included the monitoring of markets 
for site access, roaming for coverage, MVNO and APN services. Although Vodacom does not accept 
many of ICASA’s conclusions, or proposed regulations arising from that process, it does consider that 
attempting to solve any of the alleged competition problems in these markets through the ITA process 
would be inappropriate. This is discussed further in Section D. 
 

3.4 Structure of this response 
 
The rest of Vodacom’s response is structured as follows: 
 

Section B provides comments on ICASA’s pre-auction Competition Assessment; 
 
Section C provides comments on ICASA’s post-auction Competition Assessment; 
 
In Section D, Vodacom, taking into account ICASA’s objectives, describes changes that ICASA 
should make to its auction design; and 
 
In Section E, Vodacom sets out areas where it agrees with ICASA’s proposed approach. 

 
Vodacom is confident that the proposals it sets out in Section D will allow ICASA to better meet its 
objectives for the spectrum award and, if implemented, will play a key role in delivering the vision for 
the sector that Vodacom, ICASA and the Government share. Vodacom is keen to work closely with 

                                                           
21 For example, ICASA states that “In light of the Authority’s aim to eenhance 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.” [Emphasis added] (ITA Reasons Document, paragraph 73) 
22 “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” ITA Reasons Document, footnote 53. 
23 “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.” (ITA Reasons Document, paragraph 44). 
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ICASA as it prepares the ITA to ensure this vision can be upheld. Furthermore, Vodacom firmly believes 
that its own proposals will provide a basis for further strengthening competition in the sector.   
 
 

B. ICASA’s pre-auction competition assessment 
 

The ITA Reasons Document splits the competition assessment into two parts: 
 

Firstly, it considers the current (pre-auction) state of competition in the South African mobile 
market. This draws heavily on ICASA’s (now outdated) Discussion Document on the MBSI.  
 
Secondly, in the post-auction competition assessment, it then considers: 

 
- Step 1: The post-auction distributions of spectrum holdings that would result in there being 

fewer than four credible national wholesalers (in addition to the WOAN). ICASA states that it 
“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 competition, 
which is not aligned with the aims of the ECA.”24 
 

- Step 2: 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. 

 
- Step 3: The competition concerns that it should prioritise. 
 
- Step 4: Measures (e.g. spectrum caps, an opt-in round, site access and MVNO obligations, 

differentiated coverage obligations) that it should take to address its concerns.  
 
Vodacom considers that it is inappropriate for ICASA to seek to achieve a particular structure of 
competitors in its auction design, and thereby to alter the competitive dynamics, as it assesses them 
pre-auction, through its auction design.25 The appropriate approach to competition concerns is 
considered above. 
 
In any event, Vodacom disagrees strongly with many aspects of ICASA’s pre-auction competition 
assessment and sets out these disagreements in this section and the associated annexures. Vodacom 
also sets out a number of key market developments, which are relevant for ICASA’s assessment of the 
likelihood of different operators being credible following the auction. 
 
 

1. Vodacom does not agree with ICASA’s conclusion that competition is currently not 
effective in South Africa’s mobile market 
 
In its pre-auction competition assessment, ICASA concludes there are a number of examples of 
competition currently being ineffective in South African mobile markets. According to ICASA’s 
assessment, the market displays: 
 

                                                           
24 ITA Reasons Document, paragraph 38 
25 Vodacom notes that ICASA has not been clear on how its pre-auction competition assessment has informed its post-auction competition 
assessment or the measures that it proposes for the auction. Instead of drawing on its pre-auction competition assessment, ICASA’s post-auction 
competition assessment seems to be heavily driven by ICASA’s desire to ensure that there are five credible national wholesalers (including the 
WOAN) in the market after the auction. That is, it is not clear if ICASA’s post-auction competition assessment would have differed, if ICASA had 
reached different conclusions in its pre-auction competition assessment and hence whether ICASA’s proposed auction design would have been 
different. The only areas where the auction obligations appear to be closely linked to the pre-auction competition assessment is for the MVNO 
and site access obligations. 
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Some potential underperformance relative to international benchmarks for price and non-price 
factors;26 

 
A concentrated market structure, as measured by the HHI;27 
 
A high combined market share for Vodacom and MTN; 
 
High entry barriers; 
 
Vertical integration that may be harmful to competition;28 
 
Limited site-sharing; 
 
A lack of MVNO agreements;29 
 
High national roaming prices; and 
 
Relatively low levels of mobile broadband penetration.30 

 
Vodacom disagrees with ICASA’s conclusion. It does not consider that there are any competition 
deficits in mobile markets.31 This is especially true given the market developments that have taken 
place since ICASA produced its Competition Assessment. Importantly, ICASA’s pre-auction 
Competition Assessment relied heavily on evidence and data from ICASA’s MBSI Discussion Document, 
which is almost two years out-of-date (and which in any case has since been updated by ICASA in its 
MBSI Findings Document). 
 
In the rest of this section, Vodacom focuses on how the market has developed since ICASA conducted 
its pre-auction competition assessment. In particular, it sets out how: 
 

Recent market developments show that smaller operators have become stronger competitors. 
 
Consumer outcomes have been rapidly improving: 
 
- Recent retail price reductions show that there is intense competition in mobile markets and 

significant tariff innovation; 
 

- Mobile coverage has continued to expand; 
 

- The take-up of mobile data services has been increasing; and 
 
- Consumers benefitting from substantial pro-poor discounts in 2029 suburbs and villages. 

 

                                                           
26 “this analysis also indicates some degree of possible market failure given that some countries, notably China, out-perform South Africa on both 
price and quality.” (ITA Reasons Document) 
27 “…the market is highly concentrated with an Herfindahl-Hirschman Index (HHI) of 3,076.” (ITA Reasons Document) 
28 “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.” (ITA Reasons Document) 
29 “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).” (ITA Reasons Document) 
30 “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. Despite significant growth, the distribution of access has been uneven and many households remain without 
any access to internet” (ITA Reasons Document) 
31 Though in any case, Vodacom considers that its proposed way forward (see Section D), as well as the introduction of the WOAN, will actually 
strengthen competition in the market. 
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Recent wholesale agreements demonstrate that there is effective competition for wholesale 
services. 
 
ICASA has changed its position on a number of key aspects since it produced its Competition 
Assessment, as shown by its MBSI Findings Document. 

 
Annex 1 of this submission then responds to a number of other aspects of ICASA’s pre-auction 
competition assessment. This annex explains that: 
 

When assessing mobile markets, ICASA has failed to place adequate weight on the role that the 
severe spectrum constraints may play in explaining any perceived sub-optimal outcomes, and in 
particular the fact that South African networks simply cannot get close to the cost structure and 
capacity achieved in markets where spectrum is unconstrained; 
 
The HHI in the South African mobile market is not high by international standards;  
 
It’s unclear why ICASA is focusing on entry barriers, given the high number of players already in the 
market, by international standards; 
 
ICASA should not be focusing on the combined position of Vodacom and MTN; and 
 
ICASA has provided no evidence of vertical integration being harmful. 

 
Further information on all these points can also be found in Vodacom’s response to the MBSI Findings 
and draft Regulations. 
 
 

2. Recent market developments show that smaller operators have become stronger 
competitors 
 
ICASA published its ITA Reasons Document on 4 December 2020. However, a lot of the analysis and 
evidence covered by ICASA’s Competition Assessment (contained in its ITA Reasons Document) was 
based on its Discussion Document on its MBSI, which was published on 29 November 2019. Given this, 
a large part of ICASA’s Competition Assessment was based on analysis and evidence that is almost 2 
years old now (and was only preliminary at the time in any case). Since then, there have been a number 
of important developments in the South African mobile market, which should have implications for 
ICASA’s auction design:  
 

Telkom has continued to grow at an impressive rate and has been winning subscribers from the 
two largest players in the market, typical of what is observed in normally functioning competitive 
markets internationally; 
 
Cell-C has fundamentally changed its business model and has started to turn around its financial 
performance; and 
 
Rain has continued to expand its market position. 

 
Indeed, it is clear from their 2020 ITA applications that Telkom, Cell-C and Rain all see a business case 
to bid for spectrum in the auction, regardless of whether additional measures are introduced or not.  
 
These recent market developments, as set out in this section, show that at least two smaller operators 
are likely to be credible national wholesalers on a forward-looking basis, even absent significant 
support from ICASA in the auction. This is discussed in more detail in Section C.2. Vodacom then 
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explains how ICASA should modify its auction design in light of these market developments (and other 
reasons) in Section D. 
 

2.1 Telkom has continued to grow at an impressive rate 
 
Despite its lack of low frequency spectrum, Telkom has continued to grow at an impressive rate across 
a broad range of measures. Annexe 2 sets out some of Telkom’s key non-spectrum advantages (i.e. its 
extensive fibre network and its considerable site portfolio), which may help to explain why it has been 
able to grow so quickly.  
 
As a result of its growth, Telkom Mobile has now become the third largest operator in South Africa, as 
measured by both service revenue and subscribers. Over its FY2021, Telkom’s customer portfolio grew 
by 27.8%, while its mobile revenues have grown by 34.5% and its EBITDA has almost doubled (96.4% 
YoY growth). Looking at a slightly longer time series, Telkom has more than doubled both its mobile 
service revenues and mobile data revenues in just two years. This is clearly inconsistent with an 
operator who is struggling to compete against the larger operators in the market. 
 
Figure 5: Telkom’s growth for mobile data services (FY2019 to FY2021) 
 

  
Source: Telkom SA SOC Ltd Annual Results Presentation For the year ended 31 March 2021 

Figure 6: Telkom’s strong mobile performance (FY2019 to FY2021) 

  
Source: Telkom SA SOC Ltd Annual Results Presentation for the year ended 31 March 2021
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Telkom has also highlighted that it has managed to grow in what it calls an “increasingly competitive 
market”.32 
 
Telkom’s impressive rate of growth across its mobile business has not been confined to the past two 
years – it was already growing rapidly prior to this. When looking at the past 5 years, Telkom has grown 
at a rapid pace:33 

 
Its mobile subscriber base has grown from 2.7m to 15.3m between FY2016 and FY2021; and 
 
Its mobile revenues have grown from R2.5bn to R16.9bn between FY2016 and FY2021. 

 
Figure 7: Telkom’s impressive growth between FY2016 and FY2021 
 

 
 

 
Source: Vodacom analysis, based on Telkom SA SOC Limited Group Annual Results for the years ended 31 March 2018, 31 March 2021 

                   
32 “In an increasingly competitive market, Telkom’s Mobile customer base increased by 27.8% to 15.3 million customers.” (Telkom integrated 
report 2021, page 52) 
33 Telkom’s mobile business also achieved significant growth between FY2015 and FY2016 (Source: Telkom SA SOC Limited - Group Provisional 
Annual Results for the year ended 31 March 2017) 
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Telkom trading update for FY2022 Q1 

Telkom’s increasing market share 

Consistent with Telkom’s strong growth in subscriber numbers, it has managed significantly to increase 
its retail market share (from 3.3% to 14%), as shown by the following figure. This means that Telkom’s 
growth is not just linked to a growing overall market – its growth clearly outstrips that of the market as 
a whole. Importantly, Telkom has managed to achieve this impressive growth despite not having any 
low frequency spectrum.  
 

 
 

  

Furthermore, Telkom is particularly strong in the provision of 4G services and so its growing subscriber 
market share puts Telkom in a favourable position to compete on a forward-looking basis, as an 
increasing proportion of subscribers migrate to 4G services. This is illustrated in the figure below. 

  

In August 2021, Telkom published a trading update which showed a continuation of its impressive 
growth. Key highlights included: 

Quarterly mobile service revenue grew 13.0% year on year to R4,442 million 
Quarterly mobile data revenue grew 11.1% year on year supported by growth in mobile 
broadband customers
Active mobile customers up 36.3% year on year to 16.1 million 
Mobile broadband customers up 30.9% to 10.5 million 
Capex of R534 million was invested in coverage, with Telkom having deployed 6,646 base 
stations to date reflecting an 8.8% year on year increase. 

https://www.telkom.co.za/ir/apps_static/ir/pdf/news/pdf/sensarticle-604.pdf 
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The lack of a legacy customer base (which for Vodacom and MTN requires a considerable amount of 
support (e.g. spectrum) and constrains their ability to focus on 4G) has allowed Telkom to focus on 4G 
services. Indeed, Telkom has stated that: 
 

“Telkom has already decommissioned 70% of the legacy 2G network, and with its focus on 
significant 4G and 4.5G (LTE-A) deployments, enabled by fibre, is set to harness 5G and future 
generations.”35 

 
The volume of mobile data on Telkom’s network has also been increasing rapidly. Telkom surpassed 
other rivals in this regard in 2017 and maintains its market leading position to this day (see Figure 
below). Indeed, Telkom’s market share of data volumes was 35% in 2020, compared to Vodacom’s data 
volume market share of 22%. 
 
Due to the partially fixed cost nature of mobile networks and Telkom’s significant spectrum holdings, 
Telkom’s high data volumes enable it to benefit significantly more from economies of scale than other 
providers. 
 

  

                                                           
34 These market shares do not add up to 100% due to some users having multiple SIMs 
35 Telkom integrated report 2021, page 54 
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Figure 10: Mobile data volume (PB per year, Dec) of MNOs and MVNOs across all technologies 
 

  
Source: South Africa 5G Market Outlook Report - Report prepared by Africa Analysis February 2021 
Note: This report presents an analysis of the mobile data market as background to the development of the 5G market. The graph includes 
Fixed LTE traffic, as well as mobile data traffic. We have not been able to remove the Fixed LTE traffic due to the lack of data availability. 

Telkom has shown an ability to make significant investments 

Telkom has started to invest a similar amount of capex to Vodacom and MTN. This shows it clearly has 
similar access to financing as other providers – a concern that has previously been raised by some 
parties. This is important as it helps to show that Telkom has the financial resources also to make 
significant bids in the auction for any spectrum that it needs. 
 
Figure 11: Capital expenditure undertaken by the major operators (R million) 
 

 
Source: Annual reports 
Note: This includes capex for the whole business e.g. both mobile and fixed capex 
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Telkom has been gaining subscribers at the expense of Vodacom and MTN 
 
Telkom has mainly been gaining subscribers at the expense of Vodacom and MTN, rather than Cell-C. 
The figure below shows the movement of subscribers between operators based on data from Facebook.  

 
 
 
 

 

This data therefore strongly suggest that Telkom is exerting an effective competitive constraint on 
larger operators.  
 

 
 

 
 Authorities often use the market share of gross additions as a way of 

                                                           
36 Facebook Actionable Insights Trends 
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capturing the current competitive strength of different firms. For example, the European Commission 
has stated that: 

“In line with its precedents, the Commission considers that market shares based on gross 
additions ("gross adds") provide a reasonable measure that captures the current competitive 
strength of market participants. Market shares based on gross adds are generally used in the 
telecommunications industry and are calculated on the basis of the respective number of new 
subscribers acquired in a year by each operator without deduction of the subscribers who 
leave.”37

Based on this, it is clear that Telkom is able to place an effective competitive constraint on Vodacom 
and MTN. As set out in the following section, this clearly reduces the risk that it could finish the auction 
without sufficient spectrum to remain a credible national wholesaler, and raises the question whether 
the interventions proposed by ICASA, while well intentioned, actually risk doing more harm than good 
to the market. 

2.2 Cell-C has fundamentally changed its business model with its performance starting to improve 

Cell-C has moved to an asset-light business model 

It has been widely reported that Cell-C has faced financial difficulties in recent years. However, it has 
recently recapitalised its business and implemented new wholesale agreements with Vodacom and 
MTN,38 as summarised by the following figure. 
 
Figure 13: Cell-C’s turnaround strategy 
 

   
Source: Cell-C FY 2020 ANNUAL RESULTS – 20 April 2021 

Cell-C has a nationwide active-RAN sharing agreement with MTN. Vodacom understands that, under 
this agreement, MTN owns all of the RAN equipment, but Cell-C’s spectrum is broadcast on MTN’s sites. 
Cell-C and MTN also have a reciprocal roaming agreement while Cell-C also has a nationwide roaming 
agreement with Vodacom.  

                   
37 European Commission - CASE M.8792 - T-Mobile NL/Tele2 NL 
38 https://mybroadband.co.za/news/telecoms/344041-cell-c-winding-down-its-radio-access-network.html  
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Cell-C has described its new network strategy as moving from a “capital-heavy to capital-light RAN 
model”.39 Whilst Cell-C will rely more heavily on wholesale agreements, its CEO has stated that it is not 
becoming an MVNO: 
 

“We are not becoming an MVNO, I must be clear about this. We have got our own spectrum, 
licence, number range, brand, customers, and core billing.”40 

 
Cell-C has argued that its new business model will allow it to compete like-for-like with other mobile 
networks: 
 

“For a subscriber, it is going to be fantastic service delivery as we can compete like-for-like with 
any of the other networks because we have got exactly the same thing.”41 

 
Cell-C’s financial performance has been improving 
 
Vodacom acknowledges that Cell-C has lost market share over recent years. However, going forward, 
Cell-C has intentionally decided primarily to focus more on attracting profitable subscribers rather than 
just maximising its number of subscribers, as stated in its latest annual results: 
 

“Our strategy is to focus on profitable subscribers rather than size of subscriber base.”42 
 
In any case, Vodacom notes that Cell-C actually increased its subscriber numbers from 11.7m to 12.9m 
between H1 2020 and H1 2021.43 
 
Cell-C has managed significantly to improve its profitability in recent times, with its EBIDTA increasing 
by 7%, its EBIT increasing by 114% and its net income increasing by 102% between H1 2020 and H1 
2021. The improvements in Cell-C’s financial performance may increase its ability to make significant 
bids for spectrum in the auction. The turnaround in Cell-C’s financial performance helps demonstrate 
that spectrum is only one of several factors which determines the credibility of operators. During the 
period in which Cell-C has turned around its financial performance, its spectrum holdings have 
remained unchanged. As discussed in Section C.2.1, Cell-C did not apply for any temporary spectrum, 
despite it initially being free of charge. 
 
There are important lessons for ICASA in Cell-C’s recent change in strategy – it is clearly unrealistic to 
imagine that a regulator could correctly anticipate the priorities or strategies of players in the market. 
But, in being overly prescriptive about the minimum amount of spectrum operators should hold to be 
credible, ICASA risks distorting independent and diverse business strategies, whether that means a 
player wants to build its own network, or would rather rely on wholesale access or partnering with other 
network players. 
 

2.3 Rain has ambitions to continue expanding 
 
Rain has been growing its subscriber base and network coverage at a fast rate 
 
Based on Vodacom’s internal estimates, Rain has now reached substantial network coverage of the 
South African population. Its subscriber base also continues to grow as it pursues an aggressive pricing 
strategy and develops a strong retail presence using its wholesale agreements with Vodacom. In 

                                                           
39 Cell-C ITA application page 16 
40 https://mybroadband.co.za/news/telecoms/344041-cell-c-winding-down-its-radio-access-network.html  
41 https://mybroadband.co.za/news/telecoms/344041-cell-c-winding-down-its-radio-access-network.html  
42 Page 19 of Cell-C FY 2020 annual results – 20 April 2021 
43 Cell-C’s H1 Results As at end June 2021 - 27 OCTOBER 2021 
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particular, since ICASA produced its Competition Assessment, Rain’s subscriber base has grown from 
100k to 750k subscribers.44 
 
Rain has access to significant financing 
 
Rain is backed by investors (ARC) with access to significant capital. Rain’s investors are likely to view 
Rain as an important investment, not least because of its high market valuation of over R16bn.45 
 
Rain’s ambitions are reflected in its original ITA application  
 
Based on its ITA application, Rain appears to have plans significantly to expand its market position for 
both 4G and 5G services: 
 

“Rain mobile will be a 4G data and voice service. The packages will be targeted at the mid to 
low end of the market. 
 
As a new entrant Rain can offer innovative and disruptive tariff plans. Rain is currently the only 
operator offering an unlimited data for phone tariff plan. Rain will introduce a lower entry tariff 
plan based on the key needs of the market. The new mobile price plan will be offered on a pre-
paid and post-paid basis. 
 
The service will be offered and marketed nationally. Rain will utilise its existing channels and 
add new formal and informal distribution channels.”46 

 
Rain also has ambitious plans for 5G services; its ITA application included ambitious statements 
regarding its rollout plans: 
 

“The first application of Rain's 5G network is broadband at homes and small businesses. As the 
network coverage grows and more 5G devices become available, 5G will become the standard 
for mobile and IOT networks.”47 
 
“A full 5G service will be deployed, including broadband data and voice services.”48 

 
Rain’s ambitions have also been matched by action. In September 2019, Rain’s 5G network covered 
only an estimated 500,000 households, but by May 2021 Rain had already grown its standalone 5G 
network to cover around 3 million households. In October 2021, Rain announced further progress in 
expanding its coverage more widely across South Africa, including smaller towns.49 
 
 

3. Consumer outcomes have continued to improve 
 
Vodacom believes, consistent with its submissions to ICASA on the MBSI, that ICASA’s pre-auction 
Competition Assessment has understated the scale of the consumer benefits accruing from the mobile 
sector.50 Furthermore, it is also clear that, in the two years that have passed since the data used in the 
Competition Assessment were collated, consumer outcomes have improved further. Although it is not 
clear how, in the main, ICASA’s 2020 ITA took account of consumer outcomes, and notwithstanding 
Vodacom’s position that any existing competition concerns should more appropriately be addressed 
via the MBSI process, it is now clearly the case that the consumer outcomes in the market do not 
indicate any need for ICASA to seek further to enhance competition through the auction in order to 

                                                           
44 Source: ARC’s interim results for the six-month period ended 31 December 2020 
45 https://africanrainbowcapital.co.za/why-rains-valuation-dropped-by-r791-million/  
46 Rain ITA application – part 1 page 5 
47 Rain ITA application – part 1 page 6 
48 Rain ITA application – part 1 page 18 
49 https://mybroadband.co.za/news/5g/417472-rains-incredible-5g-expansion-in-south-africa.html  
50 See also pages 64 to 67 of Vodacom’s confidential response to ICASA’s Draft Mobile Broadband Services Regulations and Findings on MBSI 
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improve such outcomes. Rather, ICASA’s priority should be to ensure the efficient use of spectrum, with 
those parties who are most able to use the spectrum effectively, to the ultimate benefit of consumers, 
able to do so. 
      

3.1 There have been recent significant retail price reductions in the mobile market 
 
Recent reductions in mobile retail prices51 are clear evidence that competition is working effectively in 
the retail market. For example, from 1 April 2020, the reduction in headline prices for 30-day validity 
bundles on average by 40%. And this is despite the two largest players in the market suffering from 
spectrum scarcity and corresponding restrictions on network capacity.  These recent price reductions 
play an important role in ensuring that mobile data services are affordable for poorer consumers. 

 
 
 

 In addition to these open market offers, for instance, Vodacom has also launched innovative 
tariffs, such as Just4YouTown which offers considerable discounts to consumers in lower income areas. 
 
Vodacom and its competitors have continuously introduced a range of new products and reduced 
prices in response to competition from each other, as explained below. Clearly, the MNOs would not be 
competing strongly on price or, indeed, other factors, as they undeniably currently do, if, as ICASA 
seems to suggest, the market were not functioning effectively.  
 
Daily data tariffs 
 
Vodacom and MTN have recently introduced very low priced mobile data tariffs for new prepaid 
subscribers. For example, Vodacom now offers 250MB per day (equivalent to 15GB per month) for a 
monthly price of R99. When compared with the 30-day once-off data bundle prices for 15GB and 30GB 
at R529 and R699, the discount available on Everyday-ta amounts to 81% (R529 vs R99) and 76% (R699 
vs R169) respectively. 
 
Figure 14: New low priced mobile data tariffs 
 

 
  
Regional tariffs 
 
As described in Vodacom’s response to ICASA’s MBSI Findings and Draft Regulations,52 operators have 
also launched a number of other low priced tariffs recently. Of particular note was MTN’s 2020 
“MyMTNTown” offers as well as its “Ska Wara Bundle” sale, offering discounts of up to 99% on selected 
bundles, to which Vodacom responded with aggressively discounted, regionally-targeted bundles of 
its own.53 In addition to these regional offers catering to lower-income customers, Vodacom has 
introduced personalised offers to some customers.  

 
 
 

                                                           
51 As stated in Section A.2, Vodacom’s data bundle effective rates have more than halved since FY19 and overall ARPUs have fallen despite 
significant increase in data usage 
52 Pages 65-67 
53 Findings Document, page 65 

Recurrence/ 
Validity

Data per 
day

Total Data Price
Data per 

day
Night-Owl Total Data Price

Anytime 
Data

Night-Owl Total Data Price

14 Days 175MB 2.6GB 5GB R49 2GB 2GB 4GB R49
30 Days 5GB 5GB 10GB R99
30 Days 250MB 7.5GB 15GB R99 7.5GB 7.5GB 15GB R129
30 Days 500MB 15GB 30GB R169 10GB 10GB 20GB R149
30 Days 1GB 30GB R349
30 Days 2GB 60GB R499 1GB 30GB 60GB R299

MTN - Everyday Gigs MTN - Bozza GigsVC - Everyday-ta
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30-day validity tariffs 
 
As an example of changes in headline prices, the figure below illustrates how operators, including 
Vodacom, have reduced their prices for their popular 1GB data bundles over recent years (from R149 
to R85 in the case of Vodacom). 
 

 
 

 
More recently, Vodacom has also reduced its prices for most of its other 30 day pre-paid data bundles. 
 
Figure 16: Vodacom’s recent price reductions for 30 day bundles 
 

  
Note: Reduction % either on direct price/size comparison OR inferred to nearest 

 
Fixed LTE products 
 
Competition between Vodacom and Telkom has also been strong for fixed LTE packages. Telkom 
introduced a range of fixed-LTE offers in October 2019, to which Vodacom responded with its 
discounted “Red Hot deals” mobile broadband offers. 
 

Size April 2019

Price Price Reduction Price Reduction Price Reduction

30MB R12

50MB R12 -40% R12 R12

100MB R29

150MB R29 -33%

200MB R29 -25% R29

250MB R63

325MB R55 -33%

350MB R49 -17% R49

500MB R100 R79 -21% R69 -13% R69

1GB R149 R99 -34% R85 -14% R85

2GB R249 R249 R159 R149 -6%

3GB R299 R229 -23% R229

4GB R249 -18%

5GB R405 R349 -14% R349

6GB R349 -17%

10GB R605 R469 -22% R469 R469

15GB R529 -25%

20GB R1 010 R699 -31% R699

30GB R699 -33%

50GB R799 -54%

100GB R999 -71%

April 2020 April 2021 Oct 2021
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3.2 Mobile coverage has continued to expand 
 
As shown by ICASA’s own data, the coverage of mobile networks has continued to expand in South 
Africa (see Section A.2.1),54 with basic 4G population coverage reaching 96.4% in 2020. This is an 
impressive achievement given that MNOs have suffered from a lack of low frequency spectrum in South 
Africa. The rapid increases in coverage have been driven both by competition and by MNOs responding 
to the need to connect ever more South African consumers to mobile data services. 
 
Rural population coverage for 3G basic services is nearly universal in all provinces. Further, rural 
population coverage for 4G basic services was also above 90% in 2020 in all provinces, except for the 
Northern Cape. It goes without saying that this coverage, and its underlying and significant investment 
programme, are borne really only by two players in the market, who have been willing to invest in areas 
that are by definition economically challenging.  
 
Figure 17: Rural population basic coverage, 2020 
 

  
Source: ICASA State of the ICT Sector – March 2021 

3.3 Mobile data take-up has been increasing 

Data from ICASA show that smartphone subscribers have increased considerably over recent years in 
South Africa. This increasing take-up is, again, a sign that the market is working effectively. Of course, it 
should be noted that one of the key obstacles to smartphone take-up in a country like South Africa is 
not the availability or affordability of mobile data services but rather the affordability of smartphone 
devices.  
 

  

                   
54 The coverage data presented in this sub-section is not directly comparable with ICASA’s proposed coverage obligations for the auction, as they 
have a demanding 5Mbps throughput requirement. 
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Figure 18: Increase in smartphone subscriptions  
 

  
Source: ICASA State of the ICT Sector – March 2021 

4. Recent agreements demonstrate that there is effective competition for wholesale 
services 

In the markets for wholesale services, there is again clear evidence to show that effective competition 
exists, which in turn helps smaller operators to expand.  Once again, this shows that the sorts of 
interventions proposed by ICASA in its 2020 ITA are unlikely to be necessary.  
 
Particularly insightful is evidence of operators switching between providers for wholesale services. In 
recent years, for example, Cell-C has switched some of its roaming traffic from Vodacom to MTN, whilst 
Telkom has switched its roaming traffic from MTN to Vodacom. This demonstrates that switching 
roaming provider is a real possibility for access seekers.  
 
Competition for wholesale services allowed Cell-C to negotiate: 

 
A roaming agreement with Vodacom; and 
 
A reciprocal roaming agreement and active-RAN sharing agreement with MTN.  

 
Given that Cell-C currently has wholesale agreements with both MTN and Vodacom, it would be easy 
for Cell-C to switch traffic between the two host networks, depending on who was willing to provide the 
most attractive offer. 
 
In relation to MVNO access, ICASA itself stated in its MBSI Findings and draft Regulations that it found 
the market to be effectively competitive. Vodacom notes that a number of MVNO agreements have 
begun to emerge, with Vodacom having signed an agreement with one retail company and being in the 
process of negotiating with another. Vodacom also indirectly hosts other MVNOs through its roaming 
agreement with Cell-C.  
 
Going forward, the WOAN will strengthen competition for wholesale services, including national 
roaming and MVNO access.  
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As highlighted in Vodacom’s response to the MBSI Findings and Draft Regulations, Telkom itself, as an 
access seeker for national roaming, has recognised that it considers the market for national roaming to 
be competitive. It stated:  
 

“competition between Vodacom and MTN for national roaming customers has been dynamic 
in the recent years, leading to price reductions and quality improvements. This enables it to 
compete more effectively than it could under historical national roaming agreements.” 55 

 
 

5. ICASA has changed its position on a number of key aspects since it produced its 
Competition Assessment  
 
Some of ICASA’s positions in its Competition Assessment are inconsistent with its MBSI Findings 
Document. As discussed in Section D, this has important implications for the obligations that ICASA was 
proposing for site access and MVNO services, as part of its 2020 ITA.  
 
In particular, Vodacom considers that any Chapter 10 style remedies imposed on sites should, if 
appropriate, instead be applied as part of the market review process. Further, given that ICASA has now 
acknowledged that there is effective competition for MVNOs, ICASA should remove the MVNO 
obligation from the spectrum auction.  
 

5.1 Site access market 
 
ICASA’s analysis of the site access market in its Competition Assessment was based on its MBSI 
Discussion Document. However, in its MBSI Findings Document ICASA made significant changes to its 
analysis of the site access market, especially in relation to market shares (it corrected significant errors 
in its market share estimates). In particular, in its Competition Assessment, ICASA stated that: 
 

“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.”56 

 
In contrast, in its MBSI Findings Document, ICASA found that the number of municipalities with SMP is 
actually much lower (39 rather than 106 in the case of Vodacom): 
 

“The Authority finds that, based on market shares, Vodacom and MTN are dominant in the 
provision of site access in particular municipalities. Applying the revised market definition 
above, which reflects only sites owned by the licensee, MTN and Vodacom are dominant in 8 
and 39 municipalities, respectively.”57 

 
Vodacom considers that the MBSI Findings Document still overstates the number of municipalities in 
which it has Significant Market Power (“SMP”). If the sites market is defined correctly (i.e. so that it also 
includes micro sites, lampposts, billboards and unused rooftops), it would most likely follow that there 
are very few, if any, municipalities where an operator has a market share above 45% for sites. However, 
and notwithstanding the issues with the market definition, Vodacom has a number of concerns over 
the calculations that ICASA has used in order to analyse market shares, and hence to determine SMP 
in this market. 
 
ICASA has refused to provide Vodacom with access to its market share calculations. Despite this, 
Vodacom has attempted, through a number of case studies, to ascertain what might be driving the 
differences between the results. From these, Vodacom notes that there are a number of municipalities 

                                                           
55 ICASA’s Final Findings, paragraph 182 
56 ITA Reasons Document 
57 ITA Reasons Document 
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where ICASA’s finding that Vodacom is dominant seems highly inconsistent with Vodacom’s own 
analysis of its data. While Vodacom’s data may not be perfect, ICASA should explore the reason for these 
discrepancies before using its analysis to inform any aspect of its final ITA. 
 

5.2 MVNO market 
 
In its MBSI Findings Document, ICASA found that there was effective competition and no SMP in the 
MVNO market: 
 

“…it is important to note there is no evidence that any participant in this market has significant 
market power. Based on this and given the changes occurring in the market the Authority does 
not believe there is ineffective competition in the wholesale market for MVNO services.” 

 
This stands in contrast to ICASA’s Competition Assessment where it expressed a concern about the lack 
of MVNO deals: 
 

“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.”58  

                                                           
58 ITA Reasons Document 
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C. ICASA’s post-auction competition assessment 
 

In this section, Vodacom responds to ICASA’s post-auction Competition Assessment. In particular, and 
with a view to how this assessment has impacted ICASA’s auction design, Vodacom focuses on: 
 

The appropriateness of ICASA’s 4+1 objective; and  
 
ICASA’s assessment of the future credibility of operators, including the steps which ICASA has 
taken to consider the possible outcomes of the auction, absent intervention by ICASA, and the 
likelihood of these outcomes arising.  

 
In Section D Vodacom then considers the suitability of the measures ICASA included, in the 2020 ITA, 
to mitigate the risks of specific auction outcomes that it identified in its post-auction competition 
assessment.  
 

1. The appropriateness of ICASA’s 4+1 objective 
 
ICASA has stated that it aims to have, following the auction, five credible national wholesalers (4 
operators plus the WOAN)59 in the South African mobile market: 
 

“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.”60 

 
ICASA’s 4+1 objective appears to stem from the view that a lessening of competition (e.g. due to 
consolidation) would be to the detriment of consumers:  
 

“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 
competition, which is not aligned with the aims of the ECA.”61 

 
Vodacom agrees that sustainable and effective competition is an important driver of ensuring South 
African consumers enjoy high quality, affordable mobile services. However, in the rest of this section 
Vodacom shows that: 
 

More competitors do not guarantee better outcomes; and 
 
A 4+1 objective should be an upper-bound. 

 
Vodacom also notes that paragraph 44 of the ITA Competition Assessment, quoted above, refers to 
ICASA “enhancing” competition through the auction. As Vodacom has set out in Section A.3.3 of this 
response, it does not believe that this is the correct interpretation of ICASA’s statutory objective. 
Vodacom returns to this below, in Section C.2.  
 

  

                                                           
59 ICASA’s 4+1 objective is clearly stated. However, Vodacom notes that ICASA also refers to allowing sub-1GHz spectrum to be won by a potential 
6th or 7th wholesale national operator (see Competition Assessment, para 44) 
60 ITA Competition Assessment, para 44 
61 ITA Competition Assessment, para 38 
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1.1 More competitors do not guarantee better outcomes 
 
ICASA supports its 4+1 objective by assessing the impact of a hypothetical 4-to-3 merger in the mobile 
market. It concludes that this would result in an increase in concentration (in terms of HHI) above the 
threshold for concern, which could, in its view, lead to a number of unfavourable outcomes (e.g. by 
increasing the incentive of operators to unilaterally raise prices).  
 
However, this assessment is high-level and does not reflect the specific situation in the South African 
market. For example, while ICASA recognises that the WOAN could mitigate these concerns, it does not 
consider whether the WOAN’s entry would lower the HHI increase below the threshold of concern. In 
other words, ICASA does not consider how outcomes under a 3+1 scenario would compare to 
outcomes under a 4+1 scenario in the market (instead focusing on a hypothetical 4-to-3 merger 
scenario, which fails to take account of either the WOAN or the fact that South Africa currently has more 
than four operators). Therefore, its analysis does not appear fit-for-purpose to support its 4+1 objective.  
 
What’s more, having five national wholesalers would be high by international standards. Indeed, all 
countries in the EU now have three or four MNOs. This is also true across the sample of countries 
considered by ICASA in Figure 13 of its Competition Assessment (i.e., BRICS countries and the ITU’s 
selection of “Advanced” countries). The figure below shows that all of the countries considered by 
ICASA have less than five MNOs. (For illustrative purposes South Africa is shown with the 4+1 objective.) 
In fact, the majority of the countries included by ICASA in its comparison have three mobile network 
operators.  
 
Figure 19: Number of mobile network operators 

  
Source: Frontier Economics analysis using GSMA data.
Note: Mobile network operators with more than 5% market share are included.  

Furthermore, with the emergence of 5G services, the general trend around the world is for 
consolidation to reduce the number of MNOs in markets. For example, in Indonesia, CK Hutchison is set 
to merge with Ooredoo in order to support the development of 5G services in that market.62 In Europe, 
there has also been consolidation in a number of mobile markets, including in Austria, Ireland, the 
Netherlands and Germany, which have all recently seen the number of MNOs fall from 4 to 3. This 
points to a growing need amongst MNOs to take advantage of the efficiencies offered by concentration 
– especially in light of the significant costs of 5G deployment.  
 
For example, consolidation can reduce the risk of significant spectrum resources being held by 
operators who make limited use of them. Given the significant social and economic value of spectrum, 
together with the scarcity of spectrum, this could enhance consumer outcomes. For instance, the 

                   
62 https://www.ft.com/content/592c646a-0cb5-439f-b33e-cef0088d181f
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recent merger of T-Mobile and Sprint in the US, which effectively took the US from a four player to a 
three player MNO market, has allowed T-Mobile to access the underutilised spectrum resources 
previously held by Sprint. This has, in turn, allowed the merged entity to compete more strongly against 
AT&T and Verizon.63  
 
Despite this, Vodacom accepts that, given the range of business models, there may be scope for aiming, 
in this auction process, to have five national wholesalers in South Africa. But ICASA should not commit 
itself to five national wholesalers indefinitely if this turns out to be unsustainable. To do so could risk 
South African consumers not being able to benefit from the economies of scale present in mobile 
markets, with this, in turn, impacting both the availability and affordability of mobile services. 
 

1.2 A 4+1 objective should be an upper-bound 
 
ICASA has also stated that: 
 

“..the Authority considers that competition between more rather than fewer competitors is 
likely to be the most effective means of enhancing competition”64 65 

 
Vodacom considers that this is an over-simplification and that ICASA should adopt a more nuanced 
position on the link between the number of competitors and the effectiveness of competition. For 
example, as already discussed (see Section A.3), having too many competitors can lead to excessive 
spectrum fragmentation and limit the ability of operators and, ultimately, consumers, to benefit from 
economies of scale.  
 
A 4+1 objective should therefore be considered as an upper bound on the number of national 
wholesalers in the South African mobile market.66 This appears to be recognised by ICASA.67 For 
instance, it notes that there is a greater risk of inefficiency if there were more than five national 
wholesalers in the market. It is important, therefore, that ICASA does not seek to satisfy any calls it may 
face further to fragment the spectrum available in the auction by supporting even more national 
wholesalers, as well as, undermine the purpose of the WOAN in providing a viable alternative wholesale 
option. 
 
However, despite its reservations on the long-term sustainability of this model, Vodacom takes, in the 
rest of this submission, ICASA’s objective to have 4+1 national wholesalers as a given. It then assesses 
to what extent ICASA’s auction design could be improved whilst still achieving this objective.  
 
 

2. ICASA’s assessment of the future credibility of different operators 
 
Having set out its 4+1 objective, ICASA presents a framework to assess how its 4+1 objective can be 
achieved following the auction. This framework involves ICASA’s following four steps: 
 

Step 1: Setting out what post-auction distributions of spectrum would result in fewer than four 
credible national wholesalers (in addition to the WOAN).  
 
Step 2: Considering 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. 
 

                                                           
63 See https://www.economist.com/business/2021/03/18/americas-drowsy-telecom-giants-face-a-5g-wake-up-call  
64 ICASA Competition Assessment, para 37 
65 Vodacom again notes that ICASA refers here to enhancing, rather than maintaining competition 
66 Given this, Vodacom disagrees with ICASA’s statement that “There could be greater benefits to consumers and citizens through increased 
competitive intensity if there are more than five national wholesalers”. However, this statement from ICASA does not have any impact on its 
auction design, so Vodacom does not comment on it further 
67 ITA Competition Assessment, para 43 
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Step 3: Identifying the competition concerns that could arise if these outcomes were to result and 
which it should, therefore, prioritise. 
 
Step 4: Identifying the measures (such as the spectrum caps, an opt-in round, site access and 
MVNO obligations and differentiated coverage obligations) that ICASA believes it should take to 
address its concerns. 

 
Vodacom responds to ICASA’s proposed measures (Step 4) in Section D and E of this response. In this 
section Vodacom responds to the first two steps, where it demonstrates that, absent measures to 
enhance competition, the auction is very unlikely to lead to the outcomes ICASA identifies in Step 3. It 
is for this reason that Vodacom does not address Step 3 in detail.  
 
In summary, Vodacom shows that: 
 

ICASA overstates the amount of spectrum that an individual operator requires to be a credible 
national wholesaler and hence the amount of spectrum that must be acquired by smaller 
operators for ICASA to meet its 4+1 objective; and 
 
ICASA does not account for bidders’ likely strategies and understates the strength of smaller 
operators’ and therefore underestimates the likelihood of these smaller operators getting, absent 
support, the spectrum required for them to be credible. 

 
2.1 ICASA overstates the amount of spectrum required for operators to be credible 

 
As part of Step 1, although it does not name individual operators, it is clear ICASA believes that, in its 
opinion, both Telkom68 and Cell-C69 will need to win additional spectrum in the auction to be credible70 
national wholesalers on a forward-looking basis (as well as gaining access to more sites).  
 
To arrive at this conclusion, ICASA applied a framework used by Ofcom before the UK’s 4G auction (in 
2012/13). In particular, ICASA: 
 

Assessed the importance of different dimensions of quality in mobile markets (e.g. coverage, 
average speeds and so on).  
 
Considered what spectrum was required for operators to be credible competitors for the most 
important dimensions of quality. 

 
However, it is not clear how ICASA has translated this analysis into the two alternative MSPs it has then 
defined in the 2020 ITA (set out in the Figure 20 below for reference). The MSPs are not set out in 
ICASA’s Step 1 conclusions. Instead, ICASA references alternative portfolios (excluding existing 
assignments) that range from 2x5MHz of low frequency and 1x20MHz of mid-to-high frequency 
spectrum (see Figure 21), but which do not appear to reconcile with the MSPs. For example, the 
portfolios in ICASA’s Step 1 conclusions (in its ITA Reasons Document) are inconsistent with its MSPs 
(in its 2020 ITA) for Cell-C given that: 

 
In its ITA Reasons Document, ICASA seems to consider that Cell-C requires an additional 2X5MHz 
of low frequency spectrum and 1X20MHz of mid/high frequency spectrum (see Portfolios 5 and 6 
in Figure 21). 

                                                           
68 “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.” 
69 “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.” 
70 In line with Ofcom’s approach in its 2012 auction, ICASA defines an operator as being credible if it is “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.” (ITA Reasons Document) 
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However, this is inconsistent with the MSPs in ICASA’s ITA Document. If Cell-C were to bid for MSP 
1, then this would imply that it would require: 

 
- No additional low frequency spectrum, as Cell-C already has 2X11MHz of low frequency 

spectrum. 
 

- 6MHz of mid/high frequency spectrum (potentially rounded up to 10 MHz of spectrum), as 
Cell-C already has 54MHz of mid/high frequency spectrum. 

 
- Alternatively, if Cell-C were to bid for MSP 2, then this would imply that it would require 

2X5MHz of additional low frequency spectrum and no additional mid/high frequency 
spectrum. 

 
Figure 20: ICASA’s MSPs 

 
Source: ICASA’s 2020 ITA, para 6.1. 

Figure 21: ICASA’s Step 1 conclusions 

 
Source: ICASA’s 2020 ITA Reasons Document, para 88.5. 

Having reviewed ICASA’s assessment, Vodacom now explains that: 

ICASA’s assessment goes beyond assessing credibility to consider the spectrum national 
wholesalers would need to strengthen their competitive position in the market; 
 
ICASA needs to place greater emphasis on the specific characteristics of the South African mobile 
market when assessing the credibility of different operators; 
 
2x5MHz of low frequency spectrum should be sufficient for smaller operators to be credible, with 
some evidence pointing to low frequency spectrum not being essential to credibility at all; and 
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Given existing holdings, and recent market performance, smaller operators do not require access 
to any additional mid/high frequency spectrum in order to be credible. 

 
ICASA’s analysis goes beyond assessing credibility 
 
ICASA’s analysis of how much spectrum each operator requires in the auction appears to go beyond 
how much spectrum operators require to be credible. This approach is therefore inconsistent with 
ICASA’s own objectives for the auction, i.e., to ensure that: 
 

There at least 5 credible national wholesalers post-auction; and 
 
The auction does not worsen any competition issues. 

 
This is a fundamental issue as ICASA’s assessment of the spectrum each operator requires is a key driver 
of the auction design (e.g. spectrum caps, opt-in round).  
 
ICASA claims that it adapts Ofcom’s 2012 approach to assess the spectrum national wholesalers will 
need to be credible in the future. However, it is important to note that Ofcom’s 2012 assessment 
distinguishes between two different concepts: 
 

The factors that determine whether an operator is credible. This assessment is relatively binary and 
is not operator specific: a national wholesaler either has the requisite dimensions to be credible or 
not.  
 
Once an operator has achieved the minimum threshold to be credible, there are a number of other 
dimensions that determine its relative strength as a competitive constraint in the market. In this 
regard, Ofcom noted that “a national wholesaler may be credible even if it is disadvantaged in some 
dimensions relative to its rivals”71 and that “it is not in our view necessary that all companies are 
equally strong for them all to be credible”.72  

 
This is a critical distinction, but one which is not made in ICASA’s competition assessment. Instead, 
ICASA seems to conflate whether an operator is credible with the factors that may determine whether 
an operator could be an even stronger competitor that goes beyond merely being credible. For 
example, ICASA also points to the relative credibility of some operators compared to others, noting that 
certain auction outcomes “may result in less credible national wholesalers”.73 ICASA also concludes 
that sub-1GHz spectrum is “not fully invaluable”74 but is necessary for Tier 2 operators and the WOAN 
to be credible, even though Vodacom and MTN (i.e. Tier 1 operators) have the same sub-1GHz spectrum 
holdings as Cell-C, a Tier 2 operator.  
 
Even if ICASA wanted to enhance competition as a relevant objective for the auction (which, as already 
noted, Vodacom does not consider is an obligation imposed by the ECA, or appropriate in the 
circumstances), it is clear, as set out in the preceding section and Annexe A, that competition has 
developed significantly since the Competition Assessment was written, with this being driven in large 
part by the so-called Tier 2 operators. By going beyond simply addressing credibility, ICASA is, in turn, 
risking assigning spectrum in a way which does not maximise the benefits for consumers, with marginal 
blocks of spectrum instead being granted to parties who may be unable, or unwilling, to use that 
spectrum to deliver South Africa’s vision for the sector.  
 
Furthermore, it is also not clear why ICASA chooses to rely on an Ofcom framework which is now around 
ten years out of date. Vodacom notes that there are more recent auctions (e.g., for 700MHz and 3.6-

                                                           
71 Ofcom, Assessment of future mobile competition and award of 800MHz and 2.6GHz, 2012, para 4.48 
72 Ofcom 2012, para 4.48 
73 ITA Competition Assessment, para 56 
74 ITA Competition Assessment, table 3 
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3.8GHz) in the UK that revise Ofcom’s 2012 approach and are likely to be more relevant to the 
upcoming priorities in the South African market (e.g. 5G deployment). For example, in Ofcom’s 2020 
award of 700MHz and 3.6-3.8GHz spectrum, it completely removes the sub-1GHz spectrum cap 
included as part of its 2012 approach, as it was “not justified in the evidence”75. This is even though, at 
the time, EE (one of the largest operators) only had 2x5MHz of 800MHz (and no other low frequency 
spectrum).  
 
Among others, Ofcom notes that if MNOs really need the spectrum, they should be able to acquire it. 
Specifically, it states that “(…) we consider that all MNOs are likely to continue to be able to compete 
strongly, even if they do not win additional low frequency spectrum in this award. We also believe that 
if an MNO has a sufficient need to obtain such spectrum, they should be able to do so.” 76 
 
As such, even if ICASA had considered the spectrum national wholesalers need to be credible in the 
future (rather than the spectrum needed to strengthen their relative competitive position beyond 
simply being credible), there remain a number of difficulties with ICASA’s assessment. Vodacom now 
turns to these. 
 
ICASA needs to take into account the specific characteristics of the South African mobile 
market when assessing the credibility of different operators 
 
It is important that ICASA takes into account the specific characteristics of the South African mobile 
market when considering the future credibility of national wholesalers (or when, as Vodacom believes 
would be inappropriate, considering how to strengthen national wholesalers’ relative competitive 
position beyond just being credible).  
 
This includes the following points, all of which call into question ICASA’s view that Telkom and Cell-C 
require additional spectrum to be credible, but upon which ICASA appears to place no weight: 
 

Telkom’s recent growth. As discussed in Section B.2.1, Telkom has continued to grow at an 
impressive rate. This suggests that Telkom’s existing spectrum holdings (a large amount of mid- 
and high-frequency spectrum, but no low frequency spectrum), together with its other advantages 
as set out in Annex 2, allow it to be a strong competitor. It is unclear, therefore, why ICASA considers 
that Telkom needs 2x10MHz of low frequency spectrum to be credible – to put it simply, an 
operator cannot be a strong competitor (as Telkom clearly is) while, at the same time, requiring 
more spectrum in order to be credible.  
 
Cell-C did not apply for temporary spectrum relief. In April 2020, ICASA assigned emergency 
temporary spectrum to operators free of charge to deal with network demand during South Africa’s 
National State of Disaster.77 But Cell-C did not apply for this emergency spectrum. This would 
appear to be for a number of reasons.78  

 
- First, Cell-C is moving away from its current business model. As part of this, Cell-C considered 

that it did not need additional spectrum, at least in the short-term, instead choosing to rely on 
roaming partners.  
 

- Second, Cell-C benefited from a number of network management changes that increased the 
efficiency of its spectrum use.  

 
- Third, Cell-C appears to have excess capacity, as evidenced by its successfully signing-up 

numerous wholesale MVNO contracts to fill that capacity.  

                                                           
75 Ofcom, Award of the 700MHz and 3.6-3.8GHz spectrum bands, 2020, para 4.197 
76 Ofcom, Award of the 700MHz and 3.6-3.8GHz spectrum bands, 2020, para 4.175 
77 https://www.icasa.org.za/news/2020/temporary-radio-frequency-spectrum-issued-to-qualifying-applicants-in-an-effort-to-deal-with-covid-19-
communication-challenges  
78 https://techcentral.co.za/why-cell-c-didnt-apply-for-spectrum-relief/175778/  
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From this, it is clear that Cell-C did not see the need to receive additional spectrum to deal with 
network demand during South Africa’s National State of Disaster. As Cell-C judged 2x10MHz low 
frequency spectrum sufficient, it seems anomalous for ICASA to design an auction specifically to 
have Cell-C win additional spectrum. Again, such an approach would only serve to lead to spectrum 
not being assigned to those parties who can put it to the most effective use, which would 
undermine South Africa’s vision for the sector.  
 
Entry of the WOAN. As discussed in Section E.2, ICASA has ensured that the WOAN will receive 
more than sufficient spectrum to be credible. Therefore, smaller operators are likely to be able to 
use the WOAN as an attractive alternative to acquiring spectrum in the auction, to increase their 
network capacity and/or coverage. While it will take some time for the WOAN to roll-out its 
network, the timeframe for ICASA’s competition assessment is 5-10 years,79 by which point the 
WOAN will have had ample time to roll-out a widespread network. 

 
2x5MHz of low frequency spectrum should be sufficient for operators to be credible 
 
ICASA has not demonstrated that more than 2x5MHz of sub-1GHz spectrum (including existing 
holdings) is needed for operators to be credible. It sets out that sub-1GHz “gives an important capability 
strength”80 in its conclusions on dimensions of capability and credibility, and then concludes as part of 
Step 1 that some operators will require 2x10MHz of sub-1 GHz spectrum to be credible in the future.81 
But the link between these two statements is missing. 
 
This is important because there are a number of examples of operators being credible and even being 
market leaders with 2x5MHz or less of low frequency spectrum. ICASA, therefore, needs to consider 
why this would not be the case in South Africa.  
 

EE in the UK. Ofcom reported that EE has the highest level of landmass coverage (83.9%) of good 
4G services82 in the UK and has 92.1% coverage of good 4G services on indoor premises.83 84 EE was 
able to reach these high levels of coverage with 2x5MHz of 800MHz spectrum.85 In fact, prior to its 
award of 800MHz spectrum, Ofcom concluded that EE’s “holdings have all the necessary 
components for it to be credible”86 because of its mid-and high-frequency spectrum holdings. 
Given this finding, Ofcom did not consider that it needed to intervene to ensure that EE acquired 
additional low-frequency spectrum in the auction. This clearly demonstrates that, in EE’s case, 
more than 2x5MHz of sub-1GHz spectrum is not required for it credibly to compete in the market. 
 
Rain and Telkom in South Africa. It is also worth noting that Rain has achieved substantial 
population coverage without any low frequency spectrum. Instead, Rain holds mid- and high-band 
spectrum (1,800MHz, 2.6GHz and 3.7GHz spectrum). As already set out previously, Telkom has 
experienced impressive growth and Rain has expanded its retail presence, in the absence of any 
low frequency spectrum.  

 
ICASA has also stated that Vodacom and MTN would still be credible even if they did not win any 
additional spectrum in the auction.87 Given that Vodacom and MTN have the same low frequency 
spectrum as Cell-C (2x11MHz of 900MHz), it is unclear why the same conclusion would not apply to 

                                                           
79 ICASA Competition Assessment, para 65 
80 ICASA Competition Assessment, table 3 
81 ICASA Competition Assessment, para 88.4 
82 Ofcom defines “good 4G services” as those with a minimum download speed of 2 Mbps 
83 Ofcom, Statement of the award of the 700MHz and 3.6-3.8 GHz spectrum – Annexes, March 2020, Table A5.7 
84 Ofcom’s reports on landmass, and indoor/outdoor coverage. But EE’s coverage of population is even higher. It claims that “We've got 4G that 
covers 99% of the UK population and 5G in more places than any other network”. See: https://ee.co.uk/why-ee/network  
85 TeleGeography, Spectrum Currently Held statistics 
86 Ofcom 2012, para 4.123 
87 “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.” (ITA 
Reasons Document) 
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Cell-C, especially given that mid- and low-band spectrum holdings across Vodacom, MTN and Cell-C 
are not dissimilar either. Similar spectrum holdings across Vodacom, MTN and Cell-C suggest that Cell-
C’s relatively poor historical performance (compared to other national wholesalers) is not a reflection 
of a lack of spectrum, but rather limitations in its non-spectrum capabilities (e.g. internal management 
and strategy). It follows that awarding Cell-C more spectrum is highly unlikely to solve any outstanding 
challenges with its effectiveness as a competitor, and would risk creating inefficiencies in the spectrum 
allocation. 
 
Given this, ICASA’s 4+1 objective would be achieved if there are 4 operators in the market with at least 
2x5MHz of sub-1GHz spectrum (plus the WOAN). This is for the following reasons: 

 
Cell-C already has 2x11MHz. Therefore, it does not need any further support, consistent with its 
choice not to be awarded additional temporary spectrum as part of ICASA emergency allocation. 
Cell-C is also able to use its low frequency spectrum for 4G services. 
 
Telkom and Rain do not have sub-1GHz spectrum. To meet ICASA’s 4+1 objective only one of these 
players may ideally need to win 2x5MHz of sub-1GHz spectrum in the auction to be credible, even 
though it may be possible for them to be credible without any low-band spectrum assignments. 
However, they should not need any more low frequency spectrum than this to be credible in the 
future: 

 
- As set out by Ofcom in its 2020 auction, operators with little low frequency spectrum can still 

remain strong competitors as (i) indoor network coverage is only one factor in consumers’ 
consideration of network provider and (ii) it is unclear how important low frequency spectrum 
will be in the future provision of 5G services.88 
 

- Telkom can use roaming services for legacy technologies (2G/3G), which means that it could 
avoid having to use any low frequency spectrum for such services. Telkom has a lower 
subscriber base for legacy technologies than other operators, as it entered the mobile market 
in 2011. 

 
- Rain does not have a legacy subscriber base (2G/3G), as it is solely focused on 4G/5G services 

and therefore would rely less on low frequency spectrum.  
 
Smaller operators do not require access to any additional mid/high frequency spectrum to be 
credible 
 
Compared to many other markets, the distribution of spectrum is unusual in South Africa. In particular, 
some of the smaller operators have similar or greater spectrum holdings than the larger operators. This 
is shown in the figure below. Differences in spectrum holdings between operators are even starker 
when considering the amount of spectrum per subscriber. Telkom has far more spectrum per 
subscriber than Vodacom has. Having very large differences in the amount of spectrum per subscriber 
may result in the inefficient use of spectrum to the detriment of consumers. 
 

  

                                                           
88 Ofcom, Award of the 700MHz and 3.6-3.8GHz spectrum bands, 2020, para 4.112 
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Figure 22: The current distribution of spectrum holdings in South Africa 

  
Source: SA Discussion Document on Mobile Broadband services, Figure 23. 

Figure 23: Spectrum per subscriber in South Africa 
 

  
As discussed in Section D, existing 2.3GHz, 3.5GHz and 3.7GHz holdings should count towards existing 
spectrum holdings when assessing operators top-up requirements in any opt-in round. All three 
existing parties who may potentially participate in any opt-in round89 (if ICASA does not remove it) – 
Cell-C, Telkom and Rain – already have more than 40MHz of high frequency spectrum, which appears 
to be the lower bound of high frequency spectrum required to be credible, based on ICASA’s MSPs. 
Telkom has 142MHz90 of high frequency spectrum and Rain has 134MHz of high frequency spectrum 
(including its 3.7GHz) – more than Vodacom and MTN. Given this, all of these operators already have 
sufficient amounts of mid- and high-high frequency spectrum to be credible, especially when 
considered alongside other dimensions of the operators’ business models.  
 

  

                   
89 Vodacom has not included Liquid in this comparison. This is because, in response to the 2020 ITA it did not express an interest in low frequency 
spectrum and hence did not qualify for the opt-in round. 
90 Given that a lot of Telkom’s spectrum is unpaired, it is in a particularly strong position to offer downlink bandwidth, which is important for data 
services 
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2.2 ICASA does not account for bidders’ likely strategies and ability to win sufficient spectrum to 
be credible 
 
As part of Step 2 of its framework, ICASA determined that there is a very high risk that, absent 
intervention, the third and fourth national wholesalers will not acquire the spectrum needed to be 
credible in the future. This is based on ICASA’s view that – given their size – the value Vodacom and 
MTN place on the spectrum are likely to be significant compared to smaller operators. 
 
Vodacom disagrees with this analysis, which it considers does not reflect fully how operators will value 
spectrum. ICASA draws it conclusions based on only one of many factors that can influence value. For 
example, Ofcom clearly sets out in its 2012 approach (which ICASA draws heavily upon) that 
“differences in intrinsic value may arise from differences in spectrum holdings, market position, or other 
factors such as firm capabilities”.91  
 
Vodacom and MTN’s relative size compared to smaller operators does not necessarily mean they will 
value spectrum more highly. In particular, existing spectrum holdings (and other factors) will also be 
important drivers of values, particularly given the allocation of spectrum across national wholesalers. 
In this regard: 
 

Telkom has been very focused on expanding its mobile business over the past 5+ years, which is 
reflected in its impressive growth (see Section B.2.1). The intrinsic value of spectrum is driven by a 
combination of the costs savings that operators can achieve from acquiring the spectrum and any 
uplift in revenues from being able to provide improved network quality (e.g. speeds and/or 
coverage). Given this, if Telkom really needs low frequency spectrum (to reduce its costs and/or 
increase its revenues), then it should also assign a high value to the low frequency spectrum, 
thereby reducing ICASA’s concern that Telkom may not acquire low frequency spectrum.  
 
Furthermore, Telkom already has a large amount of mid- and high-frequency spectrum. This means 
in the auction it will be able to focus its financial resources on getting access to low frequency 
spectrum, so reducing the likelihood of it not acquiring low frequency spectrum. 

 
The same applies to Rain: given its relatively large holding of mid- and high-band spectrum, the 
value it assigns to low frequency spectrum, if it considers it to be important, will be considerable. 
Rain has a high market valuation, which its investors will be keen to maintain and further increase.  
 
Cell-C’s position is slightly different. Cell-C’s spectrum allocations are similar to Vodacom and 
MTN’s. Therefore, it may not have a need for certain spectrum. This means Cell-C may be less likely 
to value spectrum as highly as some other parties in the auction. But, as already set out at length 
in this section, an outcome where Cell-C did not win additional spectrum will not reduce the 
number of credible operators in the market, given Cell-C’s existing spectrum holdings are already 
clearly sufficient for it to be credible. 
 

  

                                                           
91 Ofcom 2012, para 4.171 
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D. Elements of the auction design that should be changed to better support 
ICASA’s objectives 
 
Having, in the preceding sections, set out a clear framework for considering the optimal auction design, 
Vodacom now turns to comment on those aspects of the 2020 ITA which it believes should be 
amended in order better to support ICASA’s objectives and sector vision. 
 
In addition to a number of detailed comments Vodacom has on the proposed auction design (as set 
out in sections 3 and 4), Vodacom notes that ICASA’s auction design includes the following key 
features:92 
 

That there may be an opt-in round that only smaller operators (Tier 2 operators) can participate in; 
and 
 
A coverage obligation attached to one of the blocks of 2X10MHz of 800MHz spectrum. 

 
Vodacom has considered these features of the 2020 ITA and considers that they are not necessary (in 
the case of the opt-in round) or should be amended in order to assist ICASA in achieving its objectives. 
That is because, even with the clarifications about the opt-in round provided by ICASA, these features 
of the 2020 ITA raise risks of spectrum being allocated inefficiently, to the detriment of South African 
consumers.  
 
In particular, Vodacom is further, of the view that, on balance, taking into account the market 
developments highlighted in the previous sections, ICASA’s objectives can be better achieved by: 
  

Removing the opt-in round; and 
 
Respecifying the coverage obligations.  

 
Under these proposals, smaller operators would still be supported as a result of the spectrum caps 
restricting the ability of larger operators to bid for low band spectrum and, assuming the differential in 
reserve prices is set appropriately, through the likely focus of larger operators on those lots with greater 
coverage obligations, thereby reducing spectrum scarcity on the lots without the greater obligations. 
 
Vodacom now turns to its proposals in each of these areas. In case ICASA does not agree with the 
changes proposed by Vodacom, an alternative, less optimal, option is also presented. 
 
 

1. The opt-in round 
 

1.1 Outline of ICASA’s proposal 
 
Before presenting its proposals for the opt-in round, Vodacom starts by presenting its understanding of 
the key features of ICASA’s proposals in relation to the opt-in round. In summary: 
 

ICASA considers the market can sustain five credible wholesale national operators including the 
WOAN. It therefore believes it is desirable that the ITA design supports there being four national 
(credible) wholesalers, in addition to the WOAN. 
 
For national wholesalers to be credible they require a ‘minimum amount of spectrum’, including, 
in particular, low frequency spectrum. ICASA, therefore, developed a combination of sub-1GHz (low 

                                                           
92 This is based on the assumption that ICASA is proposing to retain the key features of its 2020 ITA 
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frequency spectrum) and supra-1Ghz ((mid / high band spectrum) (1.8GHz, 2.1GHz or 2.6 GHz) 
packages (called MSPs93), with these being meant to represent combinations of the minimum 
amount of spectrum that a licensee requires to be credible. 
 
In the 2020 ITA, there are two proposed MSPs:94 

 
- 2x10 of sub-1GHz  spectrum with 1x60 of mid/high band spectrum 

 
- 2x15 of sub-1GHz  spectrum with 1x40 of mid/high band spectrum 

 
ICASA then distinguishes between Tier 1 and Tier 2 operators – Tier 1 operators are MTN and 
Vodacom, who ICASA considers have sufficient spectrum to be credible national wholesalers. 
ICASA then sets out that an opt-in round should take place for bidders other than Tier 1 operators, 
in order to enable two such bidders to obtain the MSP required for them, in ICASA’s opinion, to be 
a credible national wholesaler.  Under this process, no licensee can end-up with more than 1 MSP, 
and no licensee can acquire a MSP that would result in the licensee exceeding its spectrum cap 
(both in exceeding the MSP spectrum for that category and in exceeding the overall spectrum cap). 
 
The opt-in round, according to ICASA,95 will result in “two licensees ending up with MSP as close as 
possible to the MSPs set out in the table as the principles set out  above allow”.  

 
1.2 Removing the opt-in round supports ICASA’s competition objectives and a speedy spectrum 

award 
 
ICASA’s opt-in round aims to support Tier 2 operators/smaller players to secure the spectrum 
necessary, in ICASA’s opinion, to be able to be credible national wholesalers. For this reason, Tier 1 
operators are explicitly excluded from participating in the opt-in round. 
 
The necessity and impact of this opt-in round should be considered in conjunction with other measures 
ICASA included in its 2020 ITA. This is because, in line with well-established principles of proportionality, 
any interventions included in the ITA should be the minimum necessary to achieve the given objectives 
(as itself recognised by ICASA in its Competition Assessment).96 In particular, the 2020 ITA also includes 
a low band spectrum cap of 2x21 MHz of sub-1GHz spectrum. Under ICASA’s proposals, therefore, 
neither MTN nor Vodacom can obtain more than 2x10 MHz of sub-1GHz spectrum. This is because they 
already hold 2x11MHz of 900MHz spectrum. This means, taking into account the low band spectrum 
assigned to the WOAN (and assuming no other changes to the auction design), that, under ICASA’s 
2020 ITA, at least 2x30 MHz of low band spectrum would be available to Tier 2/smaller players which 
they could bid for without facing competition from Vodacom or MTN, absent the opt-in round.97 
 
In addition, it is important that ICASA is cognisant and considers the impact of the opt-in round, and any 
fragmentation of spectrum, on the purpose of the WOAN which include offering alternatives to anyone 
not successful in acquiring spectrum in the auction. The WOAN provides an attractive alternatives to 
these operators which will include national roaming, and the sharing of spectrum and/or capacity. 
 
As set out in detail in Section C, Vodacom does not believe that ICASA has set out why a national 
wholesaler requires the spectrum included in the MSPs if it is to be credible. But even if ICASA retains 
the view that these MSPs are appropriate, it follows that ICASA would be able to achieve its main 
objective of supporting 4 national wholesalers in relation to the required low frequency spectrum 
without an opt-in round98. This is because: 

                                                           
93 The portfolios set out in the table under section 6.1 of the ITA will be used when taking into account what constitutes a MSP 
94 See table in section 6.1 of 2020 ITA 
95 ICASA’s Information Memorandum, paragraph 1.2.10 
96 Paragraph 44 of the Competition Assessment 
97 This assumes that one of Vodacom or MTN would acquire the coverage lot. We return to this in the next section on coverage 
98 This is under the assumption that the Tier 1 operators would acquire the extensive coverage lot(s) and that the discount in the reserve price of 
the extensive coverage lot(s) reflected at least the additional cost of achieving the extensive obligation– we return to this question below.  
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Vodacom concludes, therefore, that under the most likely and realistic scenarios for the bidders for the 
MSPs, and subject to the reserve price discount for the extensive coverage lots(s) reflecting their true 
incremental cost, ICASA’s objective of supporting 4 credible national wholesalers (in addition to the 
WOAN) can be achieved without the opt-in round.  
 
Removing the opt-in round is actually likely to be pro-competitive 
 
Vodacom believes that, for the reasons indicated below, removing the opt-in round would also be pro-
competitive, and hence would assist ICASA to meet its objectives for the auction. 
 

 
 
 
 

 

 
  

 

                                                           
99 This is also under the assumption set out in the previous footnote.  We assume this to be the case in what follows, and do not repeat the point 
for ease of reading.  
100 As set out in the preceding section, based on both international evidence and recent developments in South Africa, Vodacom considers that 
2x5 MHz of low band spectrum would be sufficient for an operator to be credible 
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To the extent that any Tier 2 operator faces competition from other Tier 2 operators for low band 
spectrum, this would be expected to lead to a more efficient allocation of spectrum to the benefit of 
South Africa’s consumers: if a Tier 2 operator is prepared to outbid other Tier 2 operators in the auction, 
this would lead to valuable spectrum going to the Tier 2 operator that can make the best use of it. This 
would support ICASA’s objective of enhancing competition, with the spectrum award process placing 
the spectrum in the hands of the Tier 2 operator(s) that are best placed to use it efficiently to deliver 
the maximum benefits to South Africa’s consumers. 
 
In contrast, however, the opt-in round raises the prospect of both an inefficient allocation of spectrum, 
to the detriment of South Africa’s consumers, and a more complex award process with increased risk of 
legal challenges, both of which raise the realistic prospect of further delays in the award process: 
 

If there are more than two bidders who want to participate in the opt-in round (e.g. Telkom, Cell-C 
and Rain), which appears likely based on their 2020 ITA applications, then ICASA will need to 
consider the criteria for deciding how to reduce the excess demand. Any decision by ICASA to 
“choose”, based on non-price criteria (e.g., a beauty contest), which two operators should be able 
to participate in the opt-in round, is likely to be contentious and therefore subject to an increased 
risk of legal challenge and delays. Such a decision would also increase the risk of spectrum being 
allocated inefficiently, due to the difficulties for a regulator to judge which operator is likely to 
make most effective use of a given lot of spectrum over the 20 year license period. 
 
The opt-in round, for the same reason, increases the risk of a legal challenge, as all bidders need to 
pre-qualify, and hence could challenge a process that prevents them from having access to the 
opt-in round. 
 
Tier 1 operators could challenge the opt-in process, if in their view it is unjustified and provides an 
unfair and unjustified advantage to Tier 2 operators. 

And, even if the opt-in round does not lead to a legal challenge, it could be expected to delay the 
process of spectrum award, as it requires a prolonged and complicated process to explain the 
rules/eligibility criteria and must be completed before the main auction round. This is important 
because any challenge to the opt-in round would, under the 2020 ITA, prevent also the main 
auction from taking place. 

 
In light of the above, Vodacom recommends that the opt-in round be removed. This would not only be 
consistent with ICASA’s competition objectives that it should “take the minimum measures necessary 
to ensure that at least five wholesale network operators”102 but it would actually enhance competition 
by ensuring a more efficient and competitively determined allocation of spectrum amongst the Tier 2 
operators; and reduce also the risk of further delays in the spectrum award.103 
 

1.3 A modified opt-in round could also be consistent with ICASA’s objectives and minimise the risk 
of further delays 
 
If ICASA remains of the view that some form of support in the auction is required for smaller operators, 
in addition to that already afforded to those operators through the sub-1GHz  cap, then it is critical that 

                                                           
101 See also Vodacom’s comments on the detailed auction rules, below, for further exposition of this point. 
102 ITA Reasons Document 
103 As set out in Section C, although ICASA has closely followed Ofcom’s 2012 auction design, it is important to note that more recent Ofcom 
auctions have not included the equivalent of an opt-in round. To that end, Vodacom’s proposal to remove the opt-in round is also consistent with 
the most recent Ofcom precedent 
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the opt-in round be workable. Vodacom considers that this would still require changes from the design 
set out in the 2020 ITA. In particular, in this circumstance and for the reasons set out in the preceding 
section, Vodacom would propose that there could be an opt-in round for one block of 2x5MHz of 
700MHz spectrum. Should there be excess demand for this block, an auction should be used to assign 
it to a given operator.  
 
Again, this approach would still allow Tier 2/smaller operators to acquire additional low frequency 
spectrum outside of the opt-in round, as Tier 1/larger operators would only be able to bid up to their 
spectrum caps for low frequency spectrum. 
 
An opt-in round with one block of 5 MHz of low frequency spectrum 
 
As a second best option, Vodacom would propose that the MSPs used in the opt-in round be simplified, 
so that they only guarantee 2x5MHz of low frequency spectrum to those operators who currently have 
no sub-1GHz spectrum.  As Vodacom has demonstrated in Section C, 2x5MHz of low band spectrum is 
sufficient for an operator to become a credible national wholesaler in South Africa and such opt-in 
would not preclude them from acquiring additional sub-1GHz spectrum if they valued it enough. 
Furthermore, as three operators already hold more than this amount of low band spectrum, only one 
such MSP would be included in the opt-in round.  
 
As set out above, the mid/high frequency component of ICASA’s MSPs is not necessary as the likely 
Tier 2 operators104 without sufficient mid/high frequency spectrum have or would be able to acquire 
enough mid/high band spectrum to satisfy these MSPs, without competing with the Tier 1/larger 
operators. Therefore, there is also no need to include mid/high band spectrum during the opt-in round.  
 
Vodacom believes, taking into account ICASA’s objectives, and the importance of ensuring spectrum is 
assigned to those parties who can use it most effectively to deliver the Government’s sector vision, that 
this would be a more suitable opt-in round than that proposed by ICASA. This is because it will enable 
ICASA’s objective of maintaining competition, by supporting the objective of there being 4+1 credible 
national wholesalers, while also increasing the flexibility of bidders to win spectrum in line with their 
business models, and ensuring, even among smaller operators, that spectrum is assigned to the party 
who will use it most effectively. 
 

 
 

 
 
 
 
 
 
 
 

 
Any competition in the opt-in round should be resolved through an auction  
 
If there are more than two bidders who want to participate in the opt-in round (e.g. Telkom and Rain), 
which appears likely based on their 2020 ITA applications, then ICASA will need to determine how it 

                                                           
104 Vodacom recognises that there is one scenario in which both low and high frequency spectrum are relevant – this is the scenario in which new 
entrants qualify to be opt-in bidders (i.e. bidders who currently have no spectrum at all). If these bidders qualify to be opt-in bidders, they could 
need both low and high frequency spectrum to be credible. However, ICASA should not incentivise new entry in this case. This is because there 
are already 6 operators in the market with some spectrum plus the WOAN. If ICASA provides support to further new entrants, this would lead to an 
inefficient outcome as the market (and spectrum) would be too fragmented. Therefore, while ICASA should not preclude new entry, it should not 
incentivise new entry either 
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resolves this excess demand. The most appropriate approach would be to have an auction in which opt-
in bidders compete for 2x5MHz. As set out above, this will minimise the risk of litigation from the bidder 
who does not win the block (compared to a scenario where ICASA uses selected non-price factors to 
determine a winner) while also ensuring that, of those bidders, the party who is likely to make most 
efficient use of the opt-in block, for the benefit of South Africa’s consumers, is able to use it. 
 
Additional low band spectrum would still be available for smaller players outside of the opt-in 
round 
 
As set out above, it is important to recognise that a revised opt-in round, as described above, would not 
prevent smaller (non-Tier 1 operators) from winning low band spectrum. Specifically, smaller operators 
will still get the opportunity to acquire additional low frequency spectrum outside of the opt-in round. 
 
This is because, under the current sub-1GHz cap, there will be at least 2x25MHz low frequency 
spectrum left for non-Tier 1 operators to compete for in the main auction.  

 
 If, 

following this process, there is any spectrum left unsold, Vodacom believes this should be sold in a 
second-stage auction, with a relaxed sub-1GHz cap, and, if necessary,105 a relaxed overall cap. This will 
then ensure that spectrum is not left unsold if demand for it exists, meaning that it can be put to 
productive use for the benefit of South Africa’s consumers. Given the role of sub-1GHz spectrum in 
deploying services in the remotest areas, it is critical that all this spectrum be assigned.  
 
Further comments on the opt-in round 
 
Under the 2020 ITA, smaller operators would have been able to bid for the difference between the MSPs 
set out by ICASA and their existing spectrum holdings (with some possible rounding up). However, 
when estimating the existing spectrum holdings for mid/high frequency spectrum, ICASA’s table with 
the MSPs (as set out in paragraph 6.1 of the ITA) implies that it would only take into account 1.8GHz, 
2.1GHz and 2.6GHz spectrum (i.e. it would exclude existing holdings of 2.3GHz, 3.5GHz and 3.7GHz). 
Vodacom considers that should ICASA decide to retain the opt-in round for mid/high frequency 
spectrum, it is important that operators’ 2.3GHz, 3.5GHz and 3.7GHz also count towards their existing 
holdings of mid/high frequency spectrum, which would in turn impact any top-up requirements. This 
is because the 2.3GHz, 3.5GHz and 3.7GHz spectrum all represent important bands for operators, which 
is demonstrated by: 
 

ICASA itself stating that the 2.3GHz and 3.5GHz bands are IMT spectrum and will count towards any 
spectrum caps. It would be inconsistent not to take these spectrum bands into account during the 
opt-in round when calculating any top-up requirements.  
 
Telkom already making extensive use of its large block of 2.3GHz spectrum for IMT services, which 
likely helps to explain why Telkom is well-placed to compete aggressively for large data bundles. 
Many smartphones (>50%) can be used on 2.3GHz spectrum.  
 
The 3.5GHz band being a key band for 5G services.  
 
In Section 3.1, Vodacom explains why Rain’s 3.7GHz should also be considered as a direct IMT 
spectrum substitute, especially in the manner in which RAIN has deployed this spectrum, and 
therefore must count towards the spectrum caps.  
 
There is now an extensive ecosystem of mobile devices that support these bands. 

 

                                                           
105 Vodacom discusses separately, below, the overall cap proposal 
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However, if ICASA decides to retain its opt-in round, then the 3.5GHz spectrum on offer as part of the 
auction should be excluded from assignment in the opt-in round. This is because the 3.5GHz spectrum 
is particularly scarce, so awarding this spectrum during the opt-in round would make this band even 
more fragmented, potentially diminishing the value of the spectrum in the 3.5GHz band, and resulting 
in significantly reduced service quality. 
  
 

2. Coverage obligations 
 
Vodacom now turns to the coverage obligations included in the ITA, setting out options for how these 
should be specified best to meet ICASA’s objectives, as articulated in South Africa’s vision for the sector.  
 

2.1 ICASA’s proposed coverage obligation on Block 9 spectrum will not achieve ICASA’s objectives 
 
Vodacom supports ICASA’s objective to use the auction to support the achievement of increased 
connectivity throughout SA, through a coverage obligation. In setting this coverage obligation, ICASA 
needs to be mindful of the trade-off between a very demanding coverage obligation and the cost of 
achieving this obligation, for any licensee in South Africa, including the operators designated by ICASA 
as Tier 1. In particular, imposing a very expensive obligation on a lot whose reserve price does not 
accurately reflect the cost of meeting it, will risk ICASA’s objectives, as, based on Vodacom’s business 
case modelling, it is extremely likely the related spectrum block will remain unsold.  This would in turn 
lead to scarcity and price escalation for the other low band lots, as all demand would be concentrated 
on them, and create an additional problem for ICASA in terms of how to award the unsold spectrum in 
a further future auction, as well as leaving the higher coverage obligation unassigned thereby leaving 
the challenge of widespread increased connectivity unresolved. 
 
In particular, ICASA has proposed the following coverage obligation on one of the blocks of 2X10MHz 
spectrum (Lot 9): 
 

“One 2x10MHz (on IMT800) Coverage Lot carries a coverage obligation of up to 99.8% of the 
population within 5 years of issue of radio frequency spectrum licence; and at least to 95% 
across totality of ALL Batch 2 and Batch 3 underserviced areas/municipalities in South Africa. 
The winner of this coverage lot would comply by an outside in approach to achieve 95% of all 
Batch 2 and Batch 3 underserviced areas first of all 234 local and metropolitan municipalities 
in South Africa within 5 years of issuance of the licence”106 

 
In order to be considered to have met this obligation, a licensee is also required to achieve single user 
downlink throughput of 5Mbps at the edge of cells.107 ICASA also states that this throughput 
requirement must be achieved with other bands (i.e. IMT 2600 and IMT 3500) assigned through the 
licensing process.108 
 
Vodacom has considered carefully the proposed coverage obligation,  

 
 
 
 
 

 
 

                                                           
106 2020 ITA 
107 “A minimum downlink single user throughput of 5Mbps at the edge of the cell (particularly in Batch 3 classified municipalities) for all national 
wholesalers who are awarded radio frequency spectrum licenses on spectrum band(s) IMT700 and/or IMT800 within five (5) years of licence 
issue.” (2020 ITA) 
108 “This obligation must be achieved with other bands (i.e. IMT2600, and IMT3500) assigned through this licensing process.” 
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2.2 Modification of the obligation  

 
In light of the analysis presented above, providing 2x10 MHz of low frequency spectrum to meet 
ICASA’s proposed 2020 ITA 99.8% coverage obligation raises a material risk of spectrum being left 
unsold. Vodacom therefore considers that to reduce this risk it is desirable to consider ways to modify 
the obligation such that it becomes more attractive and economically viable. Vodacom considers that 
the following option should be considered instead: 
 

Two 2x10MHz sub-1GHz lots should be created, with a 99% population coverage obligation to be 
achieved within five years from the time the spectrum is fully available nationally, with a 5Mbps 
single-user throughput at the edge of cells (as defined in the 2020 ITA); 
 
Any operator securing sub-1GHz spectrum in the auction other than these two lots, should face an 
initial coverage obligation at 80% of population (with also the 5Mbps single-user throughput 
obligation) to be achieved within five years from the time the spectrum is fully available nationally.  
This should increase over a period of another 3 years to 99% of the population, recognising the 
lower level of initial coverage of the operators likely to acquire these blocks, but also recognising 
the need for coverage to customers of all operators. 

 
The reserve price for the early-delivery (5 years from national availability) 99% coverage blocks 
should be set at an appropriate discount to the other blocks, reflecting the incremental cost of 
achieving the 99% coverage obligation much earlier. 
 
All operators obtaining low frequency spectrum should be allowed to achieve coverage obligations 
through shared roll-out, including spectrum sharing and geographical split, as this will facilitate the 
speed of roll-out and reduce the costs. 

 
The additional 0.8% coverage at 5 Mbps should be achieved by the consideration of a USAF that 
could be delivered by all operators winning low frequency spectrum. 
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Vodacom considers that these options, by setting ambitious but achievable targets for the extensive 
coverage obligations, and by requiring all operators to deliver this obligation, strikes the right balance 
between achieving ICASA’s coverage objectives in rural/remote areas, and ensuring the vast majority 
of SA consumers still face some network based competition.   
 
By setting a more achievable extensive coverage target, this should also facilitate the setting of a 
reserve price for the early-delivery 99% coverage lots that reflects the incremental cost of achieving 
that coverage, thus ensuring that these coverage blocks are commercially attractive compared to the 
other lots, and get sold.  This also supports the removal of the distinction between Tier 1 and Tier 2 
operators, as, if the reserve price differential is set to reflect the difference in incremental costs in 
meeting the 99% coverage obligation compared to the lower coverage obligations, this should support 
larger operators focusing their interest on bidding for the 99% coverage blocks.  
 
Allowing successful bidders to share the coverage obligation should also facilitate a more rapid roll-out 
than would otherwise be the case.  
 

2.3 A shared obligation to achieve 99.8% coverage 
 
Vodacom recognises the value of having widespread population coverage for mobile data services in 
South Africa. As set out above, it does not consider that the 2020 ITA proposal for the extensive 
coverage obligation will support the achievement of ICASA’s objective. One option available to ICASA 
would be to assign the last part of the extensive coverage obligation that is uneconomic (the 0.8%), 
through a process outside this spectrum auction award. There are different options that could be 
considered, including a USAF targeted at achieving this coverage. One recent such example, involving 
cooperation between the industry and the Government is the UK’s Shared Rural network where 
cooperation between the different MNOs coupled with government funding is being used to extend 
coverage to more remote areas of the country. In Germany the government recently approved federal 
funding to build up to an additional 5,000 mobile sites in areas where private-sector rollout cannot be 
expected. Vodacom would be happy to provide more information on these, if that would be helpful to 
ICASA.   
 

2.4 Other aspects of the proposed coverage obligation 
 
Vodacom has a number of other concerns regarding the detailed specification of the coverage 
obligations included in the 2020 ITA. These are set out below. 
 
The outside-in obligation 
 
Vodacom considers that ICASA’s “outside in” coverage proposal could be detrimental to ICASAICASA’s 
achieving its objectives to promote efficient use of radio frequency spectrum and competition within 
the ICT sector. Vodacom estimates that roll-out in the Batch 2 and Batch 3 areas to achieve the 
coverage obligation set out in the 2020 ITA will take between 3-4 years. (3 years for 92% and 4 years 
for 95% per batch coverage obligation respectively). Over this time, Vodacom and MTN’s customers 
living in Batch 1 areas will be unnecessarily deprived of the benefits of better quality indoor coverage.   
 
Vodacom, MTN and Telkom have already invested in new equipment at the sites utilising the temporary 
assignment of 700 and/or 800MHz spectrum across Batch 1 areas, with consumers already enjoying 
significant benefits and much-needed improvements to increased network quality and speeds (to 
alleviate the impact of COVID), as illustrated by the chart below.  
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ICASA’s proposal would therefore deny, to a significant share of consumers living in these areas, the 
right to continue to enjoy the benefits of high quality mobile broadband/data connectivity, 
undermining ICASA’s overall objectives and conversely leading to a reduction in the service these 
customers receive.  

 
 

Vodacom also does not expect rolling out in the urban areas to delay the speed of roll-out in the 
rural and remote areas. 

  

 
Other comments 

Vodacom considers that for all of the above options, the following features would be expected to 
improve the efficient use/allocation of spectrum and hence lead to improved consumer outcomes: 
 

As set out in the IM, MNOs should be able to achieve their coverage obligation, not only in terms of 
population covered, but also throughput, using all the spectrum available to them, including 
current assignments  
 
Furthermore, there should not be a requirement for the throughput obligation to be achieved with 
other bands (i.e. IMT2600, and IMT3500) assigned through this licensing process, as this would not 
be efficient. 
 
In relation to the coverage obligation for Tier 2 operators, if ICASA decides to retain this 
designation, Vodacom considers that the 80% population coverage obligation may give such 
operators an unfair and unjustified advantage in the auction, in light of the evidence presented 
above, showing the very significant increase in costs to achieve the 99.8% obligation, from 97%. 
This is therefore an area that deserves further analysis, as a higher coverage obligation for Tier 2 
operators could better support ICASA’s objectives of ensuring more consumers in SA are in areas 
with network based competition, without having a material impact on the ability of the Tier 2 
operators to compete.  
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3. Other comments on the auction design 
 
In this section, Vodacom now turns to comment on a number of other aspects of the ITA design, 
including the obligations ICASA intended in the 2020 ITA to impose on some or all parties winning 
spectrum. In all cases, and for the reasons set out here, Vodacom believes that the final ITA should 
clarify and/or amend the proposed rules and obligations. Without clarifying and/or amending the ITA, 
there is a risk that the ITA will not meet ICASA’s objectives.  
 

3.1 Overall spectrum cap 
 
ICASA has proposed the imposition of an overall spectrum cap of 184MHz binding on all to mitigate 
against any operator obtaining more than approximately 18% of the overall spectrum available 
(1,015MHz). ICASA’s aim with this overall cap is to allow for equal allocations of overall spectrum for at 
least 5 national wholesale operators and makes allowance for at least one additional sub-national 
operator.  

 
 

 
Vodacom considers that this cap is overly restrictive, and could lead to an inefficient allocation of 
spectrum. The aim of an overall spectrum cap is to ensure that no individual MNO obtains such a 
significant share of spectrum that puts them in a position where rivals cannot compete effectively. 
International evidence strongly supports a policy which allows for some asymmetries in overall 
spectrum allocations between players: for example Ofcom, which has been relied upon by ICASA in 
relation to its proposals, uses a 37% overall spectrum cap. As a matter of fact, for the 2018 2.3 GHz and 
3.4-3.6 GHz auction, Ofcom found that the two co-leaders in the wholesale market had significant 
differences in their spectrum shares with O2 having under 15% of the spectrum share while BT/EE at 
the time had more than 40%.109 
 
It is worth noting that while Ofcom considers that very high asymmetry can cause competition 
concerns, it is explicit that “(…) we do not consider that operators need to have the same, or close to the 
same, shares of spectrum in order for there to be strong competition.”110  Ofcom considers that, not 
only are there technical alternatives to provide capacity under different spectrum shares, but that this 
is only one among different variables to competition and that “(…)MNOs can remain competitive by 
tailoring their commercial offers to attract the type of consumer they are best placed to serve. MNOs 
that have the least capacity may still be able to deliver services to many consumers by choosing 
commercial strategies that make best use of their capacity”. 
 
Vodacom is of the view that of the overall IMT spectrum, for the auction, 
strikes a better balance between the objectives of viability and efficiency. Such an overall cap whilst 
still maintaining competition (all 5 spectrum licensees will still be able to acquire the minimum 
spectrum to be credible), allows for a more efficient allocation of spectrum to achieve the benefits of 
scale to the consumers, and to deter speculative bidding by players which cannot utilise the spectrum 
efficiently, It also strengthens 5G investment incentives, and avoids an excessive fragmentation of 
spectrum.  
 

                                                           
109 See Statement on Award of the 2.3 and 3.4 GHz spectrum bands. Note that this share of spectrum above the 37% threshold came about 
because of the merger of EE and BT, which was reviewed by the competition authority, not Ofcom. Nonetheless, the caps that Ofcom imposed in 
the 2018 and 2021 auctions meant that BT/EE’s spectrum share was brought back within the 37% limit 
110 See for example 6.45 of https://www.ofcom.org.uk/__data/assets/pdf_file/0022/103819/Statement-Award-of-the-2.3-and-3.4-GHz-
spectrum-bands-Competition-issues-and-auction-regulations.pdf  
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This is also consistent with the approach taken by regulators in a very wide range of other markets – 
indeed Vodacom is not aware of any other country with such a strict overall spectrum share cap.  
 
Vodacom agrees that wireless broadband spectrum should count towards the spectrum caps. 
Vodacom also considers that Rain’s 3.7GHz spectrum must count towards its overall spectrum 
cap, as RAIN’s spectrum is being used as a direct substitute for some services that will be offered using 
the IMT spectrum to be assigned through this process. Indeed, RAIN’s customers could potentially use 
the same or similar equipment to access the services that would be deployed in the current IMT ITA 
process. Not counting RAIN’s assignment of 3600MHz-3680MHz of spectrum would allow RAIN’s 
further acquisition of IMT spectrum that would otherwise be assigned to competitors, thereby reducing 
competition in the market for consumer Broadband FWA services. Should RAIN be allowed an 
additional 80MHz assignment, it will deprive other operators of spectrum that could be used to 
compete with RAIN’s FWA service, even though the targeted customers would have compatible 
terminals. Not considering RAIN’s 3600-3800 spectrum will thus further distort ICASA’s competition 
analysis. It is for this very reason of ecosystem maturity that the 3600-3800MHz band has already been 
allocated to IMT, and licensed, in many other markets, including most countries in Europe. In the event 
that ICASA decides to exclude RAIN’s 3,7GHz spectrum from the spectrum cap calculations, which 
Vodacom disagrees with, ICASA must review the spectrum cap structure. 
 
Finally, when discussing its spectrum caps, ICASA has stated that such caps (and floors) would also 
apply after the auction: 
 

“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.” 111 

 
Vodacom disagrees with this position and considers that the spectrum caps should only apply as part 
of the current auction. As already discussed, ICASA’s aim to have 4+1 credible national wholesalers is 
likely to be at the upper bound of what is sustainable, especially as operators start to roll-out more 
widespread 5G networks. If having 4+1 operators turns out to be a sub-optimal market structure, then 
ICASA should not block any moves to an alternative market structure because of outdated spectrum 
caps. Instead, ICASA should re-assess and consult on the most appropriate spectrum caps at the time 
of any requested spectrum licence transfers, given the latest market and technological developments. 
ICASA should also consider the impact and effect of speculative bids by players that have short term 
merger ambitions and introduce effective controls. 
 

3.2 Including 2360-2400MHz spectrum in the auction 
 
Vodacom considers that the 2360-2400MHz band should also be awarded as part of the auction 
process. In its 2020 ITA, ICASA stated that it would not auction this band as part of this auction as it first 
needed to conduct a feasibility study to consider the migration of fixed services out of this band and to 
amend the relevant licenses that do not conform to IMT services.  
 
While ICASA’s process may still be underway, Telkom itself believes that the 2360-2400MHz spectrum 
is usable for IMT services, given that Telkom has applied to ICASA to have their 2300-2360MHz IMT 
assignment extended to 2300-2387MHz through a license conversion of the downlink part of their 
fixed link assignment. This therefore suggests that Telkom themselves no longer see a challenge with 
migrating the fixed links from their assignment of 2307-2387//2401-2481MHz. 
 
Even if Telkom were to argue that it is still in the process of migrating the legacy fixed services out of 
the 2307-2387//2401-2481MHz range, ICASA could assign the 2360-2400MHz spectrum on the basis 
of non-interference with the Telkom fixed links, until such time as the Telkom fixed links have been 
migrated out of the band. 

                                                           
111 ITA Reasons Document, paragraph 88.3 
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Irrespective of whether ICASA decides to assign the range of 2360-2400MHz in the current auction or 
to defer such assignment to a later auction, IMT 2300 spectrum is high demand, and should thus only 
be awarded for IMT use through a fair and transparent process, allowing equal opportunity for all market 
participants to acquire such assignment. 
  

3.3 Site access obligations 
 
In its original ITA and its Competition Assessment, ICASA proposed that Tier 1 operators should provide 
reference offers for site access. This was linked, in turn, to ICASA’s view that access to sites was a 
bottleneck for smaller operators being able to compete in the market. However, taking into account 
the latest developments in this market, ICASA’s MBSI Findings Document along with Vodacom’s 
critique of the site analysis, Vodacom believes that such an obligation is no longer required and should 
be removed. In particular: 
 

As set out in Section B.5, ICASA, in its MBSI Findings Document, made significant changes to its 
analysis of the site access market compared to that which it presented in the ITA Competition 
Assessment. Although Vodacom still has a number of concerns with that analysis (as summarised 
in Section B.5), it does note that ICASA now finds that the number of municipalities with an operator 
that has SMP is much lower, so clearly reducing the extent to which site access is a bottleneck. For 
instance, Telkom has managed to grow rapidly since the Competition Assessment was prepared, 
in part as a result of the existing Facility Leasing Regulation. 
 
There is an increasing trend for MNOs to divest sites into separate businesses i.e. TowerCos, with 
MTN, for instance, having announced plans to divest its sites. A primary objective of these 
TowerCos is to attract as many tenants as possible which will remove the need to impose any 
access obligations.   

 
Third parties acquiring sites from existing operators are not ECNS licensees, and as such do not have 
such site access obligations. Proceeding with such an obligation on successful spectrum bidders would 
thus create a distortion in the market for sites. Nonetheless, if ICASA decides that it would still be 
appropriate to impose an additional obligation (i.e., reference offers for site access), then Vodacom 
would suggest that ICASA impose this obligation as a Chapter 10 remedy (i.e. a market review remedy) 
via the MBSI Regulations, only in those municipalities where an operator has SMP. This will allow ICASA 
periodically to review the obligation, in line with best practice, so updating or amending it as the market 
develops. It would be inappropriate to include this as part of spectrum licence condition, given that the 
licence term is 20 years and material change in the site market is likely over this period. 
 

3.4 MVNO obligations 
 
Vodacom notes that ICASA has changed its position on MVNO services (see Section B.5). In its Findings 
Document on the MBSI, it has now concluded that there is effective competition for MVNO services and 
that no operator has SMP. Given this, the case for attaching an MVNO obligation to the spectrum 
licences is now weaker than when ICASA produced its 2020 ITA. Furthermore, by imposing an MVNO 
obligation on the MNOs acquiring spectrum in the auction, ICASA may undermine the viability of the 
WOAN. This is because the WOAN is being established with the intent for it to be a wholesale provider 
and an alternative to MVNOs seeking to enter the market. Vodacom therefore recommends that the 
MVNO obligation should be removed as an obligation.  
 

3.5 The classification of operators into Tier 1 and Tier 2  
 
In the 2020 ITA, ICASA introduced a distinction between Tier 1 and Tier 2 operators. This distinction 
affected three aspects of the ITA design: the opt-in round, the differential coverage obligations applied 
to Tier 1 and Tier 2 bidders and the obligation on Tier 1 operators, after the auction, to produce a 
reference offer for site access.   



Notice regarding Information Memorandum on Licensing of Spectrum in the IMT700, IMT800, IMT2600 and IMT3500 Bands  
Vodacom’s NON CONFIDENTIAL response 

 

Page 59 of 85 

 

C2 General 

 
Vodacom has set out, in this response, its views on all of these obligations. As set out above, it believes 
that ICASA’s objectives to ensure 4+1 credible national wholesalers can be achieved without the need 
for the opt-in round, given the constraint that the proposed sub-1GHz  cap will have on MTN and 
Vodacom’s ability to bid for sub-1GHz  spectrum.  Vodacom also believes it is possible, and desirable, 
for ICASA to define two differential coverage obligations in the auction without reference to an 
operator’s “tier”, while recognising that those operators who currently have more extensive coverage 
will, assuming that relative reserve prices are set appropriately, be likely to focus bidding on the higher 
coverage (2x10MHz) obligation blocks, while those operators who currently have less extensive 
coverage will focus on the other lower coverage obligation blocks (meaning that these operators will 
not have to compete against operators with more extensive coverage for marginal blocks of spectrum).  
 
Finally, Vodacom also considers that any obligations for certain operators to provide access to sites on 
specified terms should be determined through a market review process and hence clearly linked to 
market power and ineffective competition, rather than being included as a long term obligation arising 
from a spectrum auction. As Vodacom has set out, ICASA has the opportunity, in finalising the 
Regulations arising from its MBSI, to do this, in addition to the existing Facility Leasing Regulations.  
 
Given these proposals, Vodacom concludes that ICASA’s distinction between Tier 1 and Tier 2 operators 
is unnecessary. Furthermore, by maintaining this distinction, ICASA serves only to create another 
possible point of contention between the operators, regarding the appropriateness of ICASA’s 
definition of the tiers and hence also which operators should be considered as Tier 1.  It therefore 
recommends to ICASA that this distinction is not included in the forthcoming ITA. 
 

3.6 BBBEE requirements 
 
Vodacom supports strongly ICASA and the Government’s broader objectives to promote broad-based 
black economic empowerment in accordance to the Codes of Good Practice - ICT Sector Code, issued 
in terms of Section 9.1 of the BBBEE Act. However, it is concerned that BBBEE requirements as 
formulated in the 2020 ITA are not practical nor reasonable, for the reasons set out below. In particular, 
Vodacom is concerned that it and other licensees would be required to achieve Level 1 status within 
12 months, which is something which is unlikely to be practical. Secondly, it is important that the 
requirements in the ITA are further specified, to avoid any ambiguity for bidders. 
 
The requirement to achieve Level 1 status 
 
Vodacom is concerned that clause 14.2 of the 2020 ITA, read with clause 14.3, would require it to reach 
Level 1 within 12 months of being issued with a radio frequency spectrum licence. Vodacom does not 
consider this to be practical nor reasonable. This is because: 
 

If a Licensee pre-qualifies using the equity target of 30% but has a BBBEE status of Level 4, the 
licensee will, notwithstanding best endeavours, be unable to attain a Level 1 within 12 months. 
This is due to the fact that the Licensee will have to either, among others:  

 
- Terminate the employment of all non-BBBEE qualifying employees and replace these with 

BBBEE qualifying persons who hold the historical memory and skills of those having to be 
terminated; or increase its employee base by the appointment of BBBEE qualifying persons, so 
that the prescribed targets per occupational level are met; and 
 

- Terminate the provisions of services from suppliers who are either not EME, QSE or 51% black 
owned in order to ensure targeted spend is achieved to each of the sub-sets. 

 
Licensees will need sufficient time to remedy any decrease in recognition for existing initiatives on 
their BBBEE status that may arise when the ICT Codes are amended. For instance, when the 2012 
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ICT Codes changed in 2016, all licensees suffered a significant drop in BBBEE status by 6 or more 
levels. 

 
Vodacom is of the view that the Authority must recognise and acknowledge the high costs and practical 
constraints faced by licensees seeking to achieve and maintain Level 1 status. It therefore proposes 
that in the final ITA, clause 14.2, read with clause 14.3 from the 2020 ITA, should be amended to read 
as follows: 
 

A licensee, which has not attained level 1 on application, must, within 3 months of being issued 
with a radio frequency spectrum licence, present the Authority with a Board approved 
Empowerment Improvement Plan, outlining the empowerment initiatives that will lead to the 
attainment of a BBBEE Level 1. The Empowerment Improvement Plan must indicate the period 
in which the Licensee envisages to achieve the BBBEE Level 1 which period may not exceed 5 
years. 
 
The same requirement will apply in the instance where the ICT Codes are amended that 
materially affects the recognition of already implemented initiatives and as such, a licensee’s 
BBBEE status drops below 1. In such a case the Licensee must, within 3 months of the decrease 
present the Authority with a Board approved Empowerment Improvement Plan, outlining the 
empowerment initiatives that will lead to the attainment of a BBBEE Level 1. The 
Empowerment Improvement Plan must indicate the period in which the Licensee envisages 
to achieve the BBBEE Level 1 which period may not exceed 5 years. 

 
Adding clarity to the BBBEE requirements 
 
Further to the above, Vodacom considers that it is important to ensure that the BBBEE requirements to 
be imposed on licensees are as clear and unambiguous as possible. In this regard, it notes that clause 
12.3.2 of the 2020 ITA, relating to open access obligations, provides as follows: 
 

“A Licensee assigned spectrum through this process is required to provide open access to 
MVNOs which must have 51% ownership held by persons from Historically Disadvantaged 
Groups…” 

 
Vodacom has set out, above, its view that this requirement should not be included in the final ITA, given 
ICASA’s findings, in its MBSI, on the state of competition in the MVNO market. Nevertheless, if it is 
retained, it is important that this requirement is clarified with reference to the Equity Ownership 
Regulations, 2021. That is, Vodacom recommends that, if it is kept, this clause should read as follows:112 
 

A Licensee assigned spectrum through this process is required to provide open access to 
MVNOs which must have 51% ownership held by persons from Historically Disadvantaged 
Groups determined in terms of the Equity Ownership Regulations, 2021…  
 

Similarly, Vodacom considers it is important to clarify, in clause 14.1, that ICASA is acting in accordance 
with the Codes of Good Practice issued under the BBBEE Act, in order to eliminate any ambiguity in this 
requirement. That is, Vodacom recommends that clause 14.1 should be read as follows:113 
 

The obligations herein are intended to promote broad-based black economic Empowerment 
in accordance to the Codes of Good Practice - ICT Sector Code, issued in terms of Section 9.1 
of the BBBEE Act, in addition to what is already prescribed in terms of Regulation 7 of the Radio 
Frequency Spectrum Regulations, 2015. 
 
 

                                                           
112 The underlined text indicates additional text proposed by Vodacom for this clause 
113 The underlined text indicates additional text proposed by Vodacom for this clause 
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3.7 Zero-rating 
 
In ICASA’s 2020 IMT ITA, it required that all operators who acquire spectrum in the auction zero-rate 
certain content: 
 

“12.5.1. A Licensee assigned spectrum through this process shall zero-rate all the Mobile 
Content provided by Public Benefit Organisations including .gov.za websites." 

 
Vodacom puts significant emphasis on its social contract with South African users, with zero-rating 
public benefit content forming a key component of this contract. However, Vodacom is concerned that 
ICASA’s proposed zero-rating will have a number of unintended consequences. These obligations, 
while seemingly intended for public benefit, may unfortunately be abused for purposes other than 
what was intended. The obligation proposed by ICASA is similar in nature to the obligations imposed by 
ICASA under their COVID-19 Regulations, which has become the subject of large-scale abuse (e.g. 
uncharged break-out to non-zero-rated sites). This is a significant issue as the high volume of 
illegitimate zero-rated content undermines the performance of the mobile networks in certain areas. 
Licensees were forced to introduce emergency measures at a rapid pace, as the scope, complexity and 
scale of abuse continuously evolves.  
 
Zero-rating of websites has the following challenges: 
 

Abuse mitigation measures are costly, and difficult to plan for in advance. 
 
The appeal of large amount of free data provides a strong incentive for abusers to attack all parts 
of the network. 
 
Abusers also attack the distribution system, by discarding large amounts of SIM cards once the 
abuse has been detected. 
 
Secondary markets for ‘stolen’ data have started to evolve, underpinned by the initial zero-rating 
of websites. 
 
Effective abuse mitigation requires complex integration between the website owner systems and 
operator systems. 

 
Furthermore, having a wide-reaching obligation to zero-rate content could make it more challenging 
for operators to value the spectrum being auctioned. Unless the websites and content type are clearly 
identified upfront, it is unclear how operators would calculate the impact on their network capacity, 
and hence the impact on their valuation of the spectrum in the auction. It would be impossible for 
operators to predict how the abuse of zero-rating could evolve over the 20 year spectrum license 
period. Given this, if ICASA were to retain the zero-rating obligation in the ITA, there is a very high risk 
that bidders will heavily discount their valuations to reflect the risks mentioned above, leading to a less 
successful auction.  
 
Despite all of the above challenges with zero-rating content, Vodacom is keen to find a solution that 
helps to deliver the widespread social benefits associated with zero-rating content without suffering 
from all of the challenges that come with the abuse of such content. However, Vodacom considers that 
the spectrum auction is not the best process for achieving this objective e.g. because the zero-rating 
obligation would apply for 20 years. As an alternative, Vodacom proposes that ICASA engage all 
licensees in regard to a sustainable framework for zero-rating, that maximises social benefit while still 
ensuring that the networks remain sustainable. A further consideration is that only including zero-
rating obligations for licensees that were successful in acquiring spectrum in the auction would 
disadvantage customers of any operators that were not successful in acquiring new spectrum.     
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3.8 Spectrum sharing 
 
In its Competition Assessment, ICASA states that underutilised spectrum should be subject be 
spectrum-sharing114: 
 

“Any underutilised spectrum bands during the deployment stage of the National Wholesale 
players in designated “underserviced areas” are to be availed for spectrum sharing with other 
licensees using, amongst others, dynamic spectrum access methods.”115 

 
Vodacom disagrees with this obligation to share spectrum (whether it is during the deployment stage 
or 5 years after the issuance of the licence). Operators will face ambitious coverage and throughput 
obligations. This will therefore significantly reduce the risk of spectrum going underutilised, and 
thereby limit any potential benefits from mandated spectrum sharing. To promote investment 
certainty, any operator assigned spectrum under the IMT ITA, and which has met the coverage and 
throughput obligations, must be allowed exclusive use of such spectrum over the full 20 year license 
period, and specifically should not be subject to forced surrender or sharing or any other process that 
would deny it exclusive use. Mandated spectrum sharing for licensees that have met their coverage 
obligations, would deny those licensees the flexibility to leverage their spectrum assets based on 
consumer demands and business feasibility, amounting to a diminishing of their exclusive use rights. If 
operators are concerned that they may be forced to share spectrum, then this will likely reduce their 
valuation of the spectrum being assigned.  
 
Operators should, however, be allowed to reach commercial agreements to share assigned spectrum, 
as this may improve consumer outcomes, while still preserving spectrum usage rights. 
 
 

4. Detailed comments on the auction process and rules 
 
Notwithstanding its comments on the auction design as set out above, Vodacom has also reviewed 
carefully the auction rules set out in the 2020 ITA to ensure that they will not lead to unintended 
consequences and inefficient auction outcomes. Based on its review, it has made a number of 
observations concerning those rules, and sets these out below.  Should ICASA continue to use the 
auction design from the 2020 ITA as a basis for going forward, it is essential that these rules are 
considered carefully. Vodacom would be happy to discuss its observations in more detail with ICASA 
and its advisers. 
 
Vodacom also understands that NERA has been appointed by ICASA to finalise the details of how the 
auction will run. In this regard, Vodacom notes that it is best practice for the auction advisor to configure 
its auction software to reflect the specific conditions requested by ICASA, and then to test through 
multiple, varied full-auction simulations that the auction procedure works reliably under all possible 
circumstances, and that at no time do the published auction rules lead to ambiguity, contradiction or 
inefficient outcomes at any stage.  It is also best practice for an authority to publish auction rules in 
sufficient detail that bidders have the opportunity also to configure their own software simulators, and 
can satisfy themselves ahead of the auction that under the published rules, the auction procedure 
works reliably under all possible circumstances.  It is further best practice for ICASA’s appointed 
auctioneer to provide the opportunity for bidders to familiarise themselves with the selected auction 
software and to test it so that they can satisfy themselves that it works reliably under all possible 
circumstances, operating identically to any simulator software they have developed for their own 
purposes. Given the critical nature of the forthcoming auction and the need to ensure that it proceeds 
successfully, Vodacom would urge ICASA to ensure it follows this best practice. 
 
 

                                                           
114 In the 2020 ITA, ICASA states that any unused spectrum should be subject to spectrum sharing 5 years after the issuance of the licence. (2020 
ITA, paragraph 12.6.2.) 
115 ITA Reasons Document, paragraph 103. 
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4.1 Electronic auction format 
 
In the 2020 ITA, ICASA proposes to run the auction as a manual paper-based process. This is highly 
unusual. Having a paper-based auction would greatly increase the risk of inadvertent errors by bidders 
or by ICASA. Vodacom strongly recommends executing the auction electronically using reliable tested 
software. 
 
Typically, auction software automatically checks that bids do not exceed relevant caps and current 
eligibility levels, and more generally that there are no inconsistencies with the rules. If the auction is 
not run electronically, there is a very high risk that bidders might make an inadvertent error, either 
violating the caps or the activity/eligibility rule or simply adding up various values incorrectly. Such a 
situation would likely result in challenging procedural decisions for ICASA, or alternatively inefficient 
corrective behaviour by some bidders, leading to a less efficient outcome for the auction as a whole. In 
order to avoid this issue and to speed up the auction process, ICASA should run the auction 
electronically. 
 

4.2 ICASA’s truncated process 
 
Vodacom supports ICASA’s renewed efforts to award this spectrum by the end of the first quarter of 
2022. However, Vodacom also welcomes the ICASA Chairperson statement on 1 October that ICASA 
remains resolute in ensuring that it discharges its constitutional mandate in a fair, open and transparent 
manner, for the benefit of all South Africans and that all interested parties be afforded the opportunity 
to participate fully and to engage openly and robustly. This is to ensure that no further impediments 
are placed in the way of the finalisation of this critical economic intervention. Vodacom is concerned 
that important steps in the award process are in danger of being overlooked in ICASA’s truncated 
process. 
 
In this regard, Vodacom’s proposes that the outline of the process that ICASA intends to embark on, as 
set out in its October 2021 Information Memorandum, be expanded to make specific provision for: 
 
Bidder Seminars, Training and Mock auctions 
 
ICASA confirmed, during the 15 October 2021 workshop, that “Key activity 9: Start of the auction 
process” in its process include mock auctions and section 18.3 of the 2020 IMT ITA on “Timeframe for 
the award process” provides for bidder seminar and mock auctions 7 days before the start of the 
auction. Timely and thorough Bidder Seminars, Training and Mock auctions are critical requirements 
for a fair, open and transparent assignment process and should be specifically provided for in ICASA’s 
process outline. Vodacom’s proposes that there should be an absolute minimum of 2 weeks between 
the mock auction and the actual auction. This is in order to have time to rectify any issues with the 
auction software, if these are identified during the mock auction process. Typically, bidders would have 
access to bidder training software straight after they had made their applications for spectrum. In the 
mock auctions, bidders should be able to familiarise themselves with all aspects of the award process, 
including the assignment stage and the opt-in round (if relevant). 
 
Consultation on the draft ITA and opportunity to clarify the final ITA 
 
Opportunities to consult on the draft ITA and clarify the final ITA are critical requirements for a process 
that is fair, open and transparent and that affords all stakeholders the opportunity to participate fully 
and to engage openly and robustly. ICASA’s “Key activity 4: Publication of 2nd IM for consultation” does 
not mitigate the need for these critical steps and Vodacom urges ICASA to expand its process outline 
in order to specifically provide for these steps.  
 
Furthermore, sections 15 of the 2020 IMT ITA on “The award process of the spectrum” provides for, 
amongst others:  
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At section 15.3.8.2. “As part of this process, the Authority may ask for clarifications on any aspect 
of the applications”. 
 
At section 15.3.8.3. “Applicants must respond to the clarification request within seven (7) days from 
receipt thereof”. 

 
These steps are also critical to a fair, open and transparent process and Vodacom recommends that 
these steps also be specifically provided for in the process outline. 
 

4.3 The auction rules 
 
The qualification stage 
 
Vodacom considers that lot preferences expressed by applicants during the qualification stage should 
be binding on those applicants in the first round of the auction, if they qualify to participate. This will 
ensure that parties are not able to make frivolous applications.   
 
Furthermore, with regard to rule 15.3.4.1.8 in the 2020 ITA, Vodacom believes that ICASA should 
include the provision to require auction participants, on written request, and with sufficient notice, to 
increase their bank guarantee, from the initial R10m at application, in order to keep pace with the level 
of liability associated with each participants’ current level of bidding. Such an approach reflects good 
stewardship and mitigates the risk of a bidder’s over-extending its position in the auction, not being able 
to fulfil its final payment obligation, or bidding speculatively without an intention actually to buy the 
spectrum, leaving spectrum unsold, and having artificially increased auction prices for other 
participants. 
 
The Auction stage 
 
Auction transparency 
 
Having reviewed the rules in the 2020 ITA, Vodacom has identified a number of areas where these 
should be amended, to enhance transparency in the auction and promote more efficient outcomes. 
 

Firstly, with regard to rule 17.2.3, ICASA must commit to publish the number of bidders that 
submitted valid opt-in bids. If ICASA does not do this, it will create a discriminatory information 
asymmetry between opt-in participants and other participants in the auction. 
 
Secondly, with regard to rule 17.3.1, ICASA should publish prior to the start of the auction, the set 
of prescribed price options that it will apply during the auction, and the basis on which it will apply 
these.   

 
Indeed, with regard to the rules set out in 17.4, rather than “reserve the right” to specify bid options, 
ICASA should decide and specify its pricing policy ahead of the start of the auction. In this regard, 
Vodacom notes that good practice in other auctions is for the Authority to specify in advance:  
�  

A set of price increment options that bidders my choose from (e.g. 5%, 7%, and so on);116 
 
The conditions under which the Authority might amend or reduce the options available (for 
example, it is common for auctioneers to set higher increments at the early stage of the auction, 
particularly where there is high excess demand, and then to allow smaller price increments as the 
auction progresses towards completion, to allow bidders scope to “fine tune” their final bids). 

 

                                                           
116 Setting such options allows prices to rise at different rates between bands, depending on the relative excess demand, while limiting the ability 
of bidders bid outside these defined options. Vodacom considers that in this auction, the minimum bid increment should not be lower than 5%. 
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Also with regard to rule 17.3.1, ICASA should communicate the Standing Higher Bidder (as well as Bid 
and Bidders amount) for each lot. This approach has been followed in other spectrum auctions, such as 
in Germany, and has the merit of allowing bidders to have a clearer idea of the bidding patterns in the 
auction. In this regard, it should be noted that one of the key objectives of a multiple-round auction is 
precisely to allow bidders to gather information as the auction progresses so that they can adjust their 
bidding accordingly and thereby ensure truthful bidding. 
 
Eligibility points in the auction 
 

 
 
 
 
 

  
 

 
 
 

 
 

 
 
 
 
 
 

 
 

 
 
 
 
 
 

 
 
 
 
 

  
 
Withdrawing bids 
 
Given the tight sub-1GHz spectrum cap proposed in the IM, competition for 700MHz and 800MHz 
spectrum in the SMRA stage is likely to be limited. Indeed, under the 2020 ITA rules, Vodacom and MTN 
are currently constrained to acquire only 2x10MHz of sub-1GHz spectrum, while Tier 2 operators are 

                                                           
117 A good example of this was the recent 700 MHz auction in Spain, where the lot with additional coverage was materially cheaper than the non-
coverage lots. It turned out that the cost of meeting this obligation was lower than the price difference in reserve prices as initial bidding in the 
auction focused on the coverage obligation lot, which increased in price as the others remained at the same price. Eventually the coverage lot 
reached a price that, while lower than the price of the other lots, was higher than its reserve price and accurately reflected the real cost of meeting 
the obligation, at which point the other bidders moved to the non-coverage lots. I.e. an efficient outcome was achieved and the coverage 
obligation was allocated to the bidder who is best placed to deliver it, without the NRA needing to prejudge who it was nor what was the likely 
cost. 
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expected to acquire some sub-1GHz spectrum in the opt-in round and might not bid strongly in the 
main SMRA auction. 
 
This could lead to limited competition and so make it challenging for bidders to switch between 
700MHz and 800MHz blocks. In turn, this could lead to inefficient auction outcomes, to the ultimate 
detriment of consumers. 
 

 
 
 

  
 

 
 
 
 
 

 
 
In order to avoid such an outcome, Vodacom believes that ICASA should modify the auction rules, 
allowing bidders to withdraw their standing high bids.  This is standard practice in auctions globally.118 
 

 
 

 
 
The Assignment stage 
 
Vodacom is concerned that the assignment stage is not well defined in the 2020 ITA and so should be 
clarified in the final ITA. For instance, the 2020 ITA states: 
 

“the Authority will arrange the channels in the licences so as to ensure that they are 
contiguous and following a consultation process. The Authority reserves the right to hold an 
additional auction for specific channels in the event that this becomes necessary. 
 
The rules for the assignment round … will be the same as for the bid rounds described above 
in section 17.3-17.17, save for the fact that the eligibility and activity rules (section 17.5) and 
corresponding waivers (section 17.6) will not apply”. 

 
If frequency assignment of lots cannot be settled by mutual agreement between licensees, facilitated 
by ICASA, assignment should be determined by a sealed-bid, second price auction. Vodacom notes that 
this is the most widely used and straightforward approach in such circumstances.  
 
In this situation, the procedure for which should be documented fully in the auction rules, possible 
assignment permutations (consistent with spectrum holdings in a given band for each licensee being 
contiguous) would first need to be determined, with bidders then given several days to calculate the 
value they place on each permutation outcome, to inform their bid submissions. Bidders would then 
place bids for the exact location of their frequencies among the permissible assignment plans.119 
 

                                                           
118 Vodacom notes that there are many ways in which this can be achieved without increasing the risk of the spectrum that is the subject of a 
withdrawn bid not selling 
119 Conducting an assignment stage as described here does not preclude ICASA from requiring the smaller blocks of 3500MHz spectrum to be at 
the end of the band. 
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ICASA would then identify the highest value combination of bids. Assignment stage prices, which are 
additional to base prices from the main SMRA stage, should be calculated using a second price rule. 
This price rule is intended to incentivise bidders to bid their true valuations, which is more likely to result 
in an efficient outcome.120 
 
This approach, for example, was implemented by Ofcom in the 700MHz and 3.6GHz auction in the UK121 
and previously in the 2013 UK 4G auction and 2018 2.3 GHz and 3.4-3.6 GHz auction. This is a standard 
transparent simple approach most bidders are familiar with (given their experience of spectrum 
auctions in other jurisdictions). 

 
 

E. Key elements of the auction design to maintain 
 

In the preceding section, Vodacom has set out its proposals for the spectrum award, where those 
proposals differ to ICASA’s 2020 ITA. However, there are a number of other areas where Vodacom 
supports the 2020 ITA. In particular: 
 

The auction should include 700MHz/800MHz spectrum; 
 
No more than 80MHz of spectrum should be set aside for the WOAN, with this being more than 
enough for the WOAN to be credible; and 
 
Vodacom’s roaming agreements should not impact the amount of spectrum that it can win in the 
auction. 

 
For the avoidance of doubt, Vodacom also agrees with ICASA’s decision to assign spectrum via an 
auction process. Auctioning of spectrum has many advantages. For example, it ensures the spectrum 
is acquired by the operators who can create the highest social value, which will optimise the efficient 
use of spectrum, ultimately benefiting all consumers. As a result, auctions are considered best practice 
in many jurisdictions.  
 
 

1. The inclusion of 700MHz/800MHz spectrum in the auction 
 
ICASA has stated in its IM that: 
 

“The above considerations take a view that the Authority intends to auction the IMT700 and 
IMT800 whilst the digital migration process is underway. The Authority is also inclined as the 
second option, to not auction the IMT700 and IMT800 up until such time that the migration 
process is concluded.”122 

 
Vodacom supports strongly the award of low band spectrum (700MHz/800MHz) at the same time as 
the mid / high band spectrum (2.6GHz and 3.5GHz). That is, Vodacom believes that the low band 
spectrum should be auctioned whilst the digital migration process is underway. This is because: 
 

The 700MHz/800MHz is already partially available and is being used following the temporary 
assignment of spectrum; 
 

                                                           
120 It is worth noting that bidders do not have participate in the assignment stage if they are broadly indifferent between various positions within 
the bands. However, if a bidder does not bid, it is unable to influence the allocation it will get 
121 https://www.ofcom.org.uk/__data/assets/pdf_file/0028/172648/revised-proposal-auction-design.pdf  
122 1.1. SUB-1 GHz (IMT700 AND IMT800) RADIO FREQUENCY SPECTRUM” of the Oct 21 IM 
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Even if the 700MHz/800MHz is not fully available once the auction takes place, assigning this 
spectrum now will enable operators to start rolling-out their networks, so that the 
700MHz/800MHz spectrum can be put to use quickly once it becomes available; and 
 
There is international precedent for auctioning low frequency spectrum before it becomes fully 
available.  

 
However, Vodacom also agrees that operators who are successful in the auction should only be 
required to pay for the 700MHz/800MHz spectrum once it becomes fully available (rather than when 
it is assigned),123 while the 20 year license duration should also only start at this point. By providing this 
certainty, ICASA is likely to increase the chances of awarding, successfully, the spectrum. 
 

1.1 The 700MHz/800MHz is already partially available 
 
ICASA has stated in its IM that: 
 

“The prospective winners of the bands shall coordinate with the television broadcasting 
services licensees before utilising the spectrum, to ensure that television broadcasting 
services are protected in accordance with transitional arrangements during the digital 
migration period.”124 

 
Vodacom accepts that MNOs should, until the digital migration is complete, have to co-ordinate with 
television broadcasters before using the 700/800MHz spectrum. However, it is important to ensure 
that the digital migration is completed in a timely manner. Even before the digital migration process is 
complete, it is clear that the 700MHz/800MHz is already partially available, albeit in limited areas, for 
MNOs to use. This has been demonstrated by MNOs making partial use of the temporary spectrum 
licenses for 700MHz and 800MHz during the Covid-19 pandemic (see below). Digital migration 
typically occurs in stages. Therefore, the 700MHz and 800MHz should become increasingly available 
over time as the digital migration process takes place. Given this, if ICASA were to delay assigning the 
700MHz/800MHz spectrum, then this would lead to a lower level of consumer benefit than could be 
achieved if ICASA keeps its proposal to assign the 700MHz/800MHz spectrum as soon as possible. 
 
The temporary spectrum licenses demonstrate the benefits of the 700MHz/800MHz spectrum 
 
Vodacom and other operators already use 700MHz/800MHz spectrum on a temporary basis due to the 
Covid-19 pandemic. This has helped to demonstrate both the current and future potential benefits of 
assigning 700MHz/800MHz to the mobile sector.125 
 

 
 
 
 

 
 

 

                                                           
123 ICASA has stated that “The Authority will consider the terms and conditions, in particular payment terms, on which the Radio Frequency 
Spectrum in the IMT700 and IMT800 will be used by successful bidders in this licensing process. This will be done in the event that the auction 
process is concluded before all the digital terrestrial television transmitters have been migrated from the 694 to 862 MHz frequency bands, to 
operate within the frequency band 470 to 694 MHz frequency bands and all Self-Help Terrestrial Television Broadcasting analogue broadcasting 
transmitters, operating in the 694 to 862 MHz frequency bands have been switched-off.” 1.1. SUB-1 GHz (IMT700 AND IMT800) RADIO 
FREQUENCY SPECTRUM” of the Oct 21 IM 
124 1.1. SUB-1 GHz (IMT700 AND IMT800) RADIO FREQUENCY SPECTRUM” of the Oct 21 IM 
125 In this sub-section, Vodacom has mainly focused on the benefits of the 800MHz spectrum for 4G services, as it chose to use the 700MHz for 5G 
services, which is a more nascent technology. However, any operators who win 700MHz spectrum in the auction will be free to decide whether to 
use it for 4G or 5G services 
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If the 700MHz/800MHz were assigned on a permanent basis, then this will deliver even greater 
consumer benefits than has been possible with the temporary spectrum licenses. This is because: 

The 700MHz/800MHz will become increasingly available over time as the digital migration 
process progresses; and 
 
It is easier to justify significant investment when operators have the certainty associated with 
spectrum being assigned on a permanent basis.  

 
1.2 Even if the 700MHz/800MHz is not fully available, assigning this spectrum will enable 

operators to start rolling-out their networks 
 
Any operator who wishes to improve its coverage will very likely need to roll-out a significant number 
of new physical sites. However, there is a constraint on how quickly Vodacom, and other operators, can 
roll-out new physical sites. This is because new physical sites require a letter of consent from the 
property owner, local authority approval, civil aviation approval, EIA assessment approval, and power 
and transmission connectivity. Obtaining connectivity in deep rural areas is an even more challenging 

 
126 Vodacom focuses on these sites as they were all activated around the same time, which makes it easier to track improvements in network 
performance over time 
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and lengthy process (e.g. due to lack of power and transmission, as well as the lack of civil infrastructure 
such as access roads).  
 
Given the constraints on the speed of deploying new physical sites, Vodacom plans to start deploying 
the 700MHz/800MHz spectrum as quickly as possible once it has been assigned on a permanent basis. 
If the assignment of 700MHz/800MHz spectrum is delayed, then this will result in an adverse impact 
on consumers for a number of years because: 
 

It would be risky for Vodacom to start rolling out sites before it knows whether and how much 
700MHz/800MHz spectrum it will win in the auction; and 
 
Once the 700MHz/800MHz spectrum is eventually assigned, then Vodacom couldn’t simply 
accelerate its deployment of the 700MHz/800MHz spectrum in future years to help catch-up due 
to the constraints on rolling-out new physical sites, as mentioned above.  

 
The same applies to other licensees acquiring spectrum.  For example, if Telkom succeeds in winning 
sub-1GHz spectrum in the auction now, it will be able to deploy the required infrastructure so the 
spectrum can be used when it becomes available, site-by-site. Delaying the auction of 
700MHz/800MHz spectrum will only serve to delay the date by which Telkom will be able to utilise any 
sub-1GHz spectrum it wins. That is, including sub-1GHz spectrum in the auction and conducting it now 
will enable Telkom to have certainty that it will benefit in a timely fashion from this spectrum when it 
becomes available (assuming it wins this spectrum in the auction), thus enabling it to begin its 
investment.  Enabling the operators to invest significant sums in new network infrastructure is critical 
to delivering South Africa’s vision for the sector and the country. 
 

1.3 There is international precedent for auctioning low frequency spectrum before it becomes fully 
available 
 
Internationally, it is also quite common to auction spectrum before it has been fully cleared. For 
example, in Germany, the 700MHz auction took place in May-June 2015, while the spectrum was not 
expected to become fully available until 2019. Among its reasons for including the 700MHz band in its 
multiband auction, the German regulator concluded that doing so would create maximum planning 
and investment certainty for the MNOs.127 Similarly, in the UK, Ofcom auctioned 800MHz and 2.6 GHz 
spectrum bands in early 2013, although the 800MHz band had not yet been cleared from DTT use and 
the 2.6GHz band was strongly affected by interference.128 There are also lots of other examples of 
spectrum being auctioned before it is fully usable by MNOs: 
 

Italy auctioned its 800MHz spectrum in September 2011, even though the spectrum would not be 
available for use until January 2013.129  
 
Spain auctioned its 800MHz spectrum in July 2011, even though the spectrum was not available 
until 2014.130  
 
France auctioned its 800MHz in December 2011, even though the spectrum was not available until 
January 2014.131  
 

                                                           
127 
https://www.bundesnetzagentur.de/SharedDocs/Downloads/EN/Areas/Telecommunications/Companies/TelecomRegulation/FrequencyMan
agement/ElectronicCommunicationsServices/DecisionP2016_pdf.pdf;jsessionid=1051F08C5BE432F9411F35AC12E5E7C2?__blob=publication
File&v=3  
128 https://www.ofcom.org.uk/__data/assets/pdf_file/0022/32872/im.pdf  
129 https://www.gsma.com/spectrum/wp-content/uploads/DigitalDividend/DDtoolkit/auctions-summary.html  
130 Ibid 
131 Ibid 
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Switzerland auctioned its 800MHz in February 2012, even though the spectrum was not available 
until the end of 2013.132  
 
At the end of 2012, Japan awarded the rights to use 700MHz spectrum, even though it would not 
be available until 2015.133 

 
It is clear, therefore, that by maintaining its current approach of awarding 700MHz/800MHz spectrum 
as soon as possible, ICASA will not only be supporting the sector vision set out in this response but also 
be acting in line with best practice.  
 
 

2. Spectrum set-aside for the WOAN 
 
Vodacom supports ICASA’s view that 80MHz should be an upper bound for spectrum that ICASA sets-
aside for the WOAN. This is because: 
 

This is more than enough spectrum for the WOAN to be credible; and 
 
If more than 80MHz of spectrum is assigned to the WOAN, then there is a risk that this spectrum 
will go underutilised. 

 
2.1 An assignment of 80MHz will be more than enough for the WOAN to be credible 

 
The WOAN should have enough spectrum to serve 20% of the wholesale market.  
 
ICASA proposes to set aside 80MHz of spectrum for the WOAN. Specifically, in its 2020 ITA, ICASA 
proposed to set-aside the following spectrum for the WOAN: 
 

2x10MHz of 700MHz; 
 
1x30MHz of 2.6GHz; and 
 
1x30MHz of 3.5GHz.  

 
This total amount of spectrum should be more than enough for the WOAN to be a credible national 
wholesaler. In addition to ensuring that the WOAN has adequate total spectrum holdings, ICASA has 
also made sure that the WOAN receives an appropriate mix of spectrum across different bands that 
should allow it to compete effectively for both coverage and capacity. Vodacom also notes that the 
WOAN will have sufficient spectrum to meet its MSP 1 (i.e. 2x10MHz of low frequency spectrum and 
60MHz of mid/high frequency spectrum). In any case, as set out in Section C.2, MSP 1 (and MSP 2) 
includes more spectrum than is required for operators to be credible. For example, it is unlikely that 
operators will require 2x10MHz of low frequency spectrum to be credible. This applies equally to the 
WOAN. 
 

 
 
 
 

                                                           
132 Ibid 
133 Ibid 
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The WOAN will need less spectrum than other providers as it is a new entrant and will not have 
legacy subscribers 

The amount of spectrum needed by the WOAN will be driven by both: 

The usage of its wholesale subscribers; and 
 
The mix of technologies used by the wholesale subscribers.  

 
The WOAN, as a new entrant mobile network with no existing traffic on its network, would not need the 
same amount of spectrum as existing MNOs. This is because the traffic on the WOAN’s network will 
initially be relatively low (though Vodacom notes that operators will need jointly to purchase 30% of 
the WOAN’s capacity).  
 
The WOAN will also only host 4G/5G traffic on its network. This is likely to mean that it needs less 
spectrum than existing MNOs who still have legacy 2G/3G subscribers. For example, existing MNOs are 
having to use 900MHz, 1800MHz and 2.1GHz spectrum for 2G/3G subscribers. 4G/5G technologies 
have higher spectral efficiency than 2G/3G technologies – this means that the capacity per MHz is 
much higher for 4G/5G than it is for 2G/3G. Therefore, the 80MHz of spectrum that the WOAN will be 
assigned should provide it with a large amount of capacity. To put this into context, Vodacom is 
currently serving over 50 million subscribers with 76MHz of spectrum,137 many of which are still on less 
efficient legacy technologies (2G/3G). 

 
135 When analysing how much spectrum is required, there are principally 3 key factors that underpin any analysis: 

Capacity and Coverage Demand – driven by subscriber number forecasts, subscriber usage forecasts and terminal penetration 
Capacity and Coverage Supply – driven by site numbers, technology deployment, geography and population density 
Network Modelling – developed to match supply to demand in the most efficient and practical manner 
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Figure 27: Peak Spectral efficiency 
 

  
Source: https://mma.prnewswire.com/media/944546/CTIA_Spectrum_Efficiency.pdf?p=pdf  

Telkom has previously argued that only 2x10MHz of sub-1GHz spectrum should be assigned to 
the WOAN 

Telkom has previously stated that only 2x10MHz of sub-1GHz spectrum should be assigned to the 
WOAN: 

“Sub-1 GHz spectrum is an extremely limited resource. At higher frequencies, additional 
spectrum may be released over time, but for frequencies below 1 GHz, the only viable bands 
are the 700 MHz, 800 MHz, 850 MHz and 900 MHz bands.  
… 
We consider that it is not necessary to assign 40 MHz of sub-1 GHz to the WOAN. This is for the 
following reasons.  
 

As urban areas are more profitable and cheaper to serve than rural areas, Telkom’s 
assumption is that the WOAN will build out in urban areas in the first few years of its 
operation to maximize the economic probability of success for the WOAN. The WOAN does 
not have any immediate requirement for low band spectrum as it will be focusing its 
rollout on urban areas.  
 
It would deprive existing MNOs of sub-1 GHz, which would limit their ability to  provide 
essential services in rural areas.  
 
It would harm competition because assigning this amount of spectrum to the WOAN 
effectively prohibits a 3rd operator (e.g. Telkom or Rain) from acquiring more than 2x10 
MHz of the 700 / 800 MHz spectrum, and competing with Vodacom and MTN (who would 
have the equivalent of two blocks of 2 x 10 MHz given their 900 MHz spectrum holdings).  

 
TTelkom is therefore of the v iew that only 2x 10 MHz of sub-1 GHz spectrum should be 
assigned to the WOAN.”138  [Emphasis added] 

                   
138 TELKOM’S WRITTEN SUBMISSION ON THE AUTHORITY’S NOTICE ON THE LICENING PROCESS FOR INTERNATIONAL MOBILE 
TELECOMMUNICATIONS (“IMT”) SPECTRUM (31 January 2020) 
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Whilst Vodacom does not necessarily agree that 2x10MHz of sub-1GHz spectrum is required for the 
WOAN to be credible (as set out in Section 3.2), it does agree that the WOAN does not require more 
than 2x10MHz. 
 
The WOAN could acquire more spectrum in the future 
 
The WOAN could also acquire more spectrum in the future. ICASA has stated that a considerable 
amount of spectrum is likely to become available over the coming years: 
 

“I would also like to draw attention to a number of additional bands that are likely to be 
licensed in the coming years, in terms of ICASA’s IMT Roadmap. In particular, the IMT Roadmap 
considers the 450MHz band (<20MHz between 450-470MHz), the 1500MHz band (80MHz), 
and the 3300MHz band (100MHz). Furthermore, additional bands are being considered for 
allocation to IMT, including 3600-3800MHz (currently being auctioned in the United Kingdom, 
for example) and the 600MHz band (used for IMT in a number of countries and mentioned in 
the GSMA report MTN relies on), and there are possibilities for assigning supplemental 
downlink spectrum, including in the 700MHz band, for example. The GSMA report that MTN 
relies on, also sets out the likely use of the 26GHz, 40GHz and 66GHz bands for IMT in the 
future. Spectrum in the 6GHz and 10GHz bands is also being considered for IMT. TThere is 
therefore a considerable amount of spectrum likely to become available in the coming 
years for IMT” 139 [Emphasis added] 

 
Indeed, ICASA has recently issued a notice where it states that is considering assigning the following 
bands for IMT services in the short term (within the next 3-5 years):140 
 

450 – 455 & 455 – 456 & 456 – 459 & 459 – 460 & 460 - 470 MHz 
1452 - 1492 MHz 
1492 – 1518 MHz 
2300 - 2400 MHz 
3300 - 3400 MHz 
3600 - 3800 MHz 
3800 – 4200 MHz 
24.25 – 27.5 GHz 
1980-2010 / 2170-2200 MHz + 2010-2025 MHz 
738 – 758 MHz 
4800 – 4990 MHz 
37 - 43.5 GHz 
45.5 - 47 GHz 
47.2 - 48.2 GHz 

 
While 80MHz is more than sufficient spectrum for the WOAN for the foreseeable future, ICASA should 
not seek to second guess the spectrum requirements for the WOAN beyond an initial period – like all 
operators, the WOAN will in future need to assess its incremental spectrum needs and seek to gain that 
spectrum through a transparent and competitive process. 
 

2.2 If more than 80MHz of spectrum is assigned to the WOAN, then there is a risk that this spectrum 
will go underutilised  
 
ICASA has to strike the right balance between: 

                                                           
139 ICASA - Answering Affidavit to MTN – paragraph 103 
140 INDEPENDENT COMMUNICATIONS AUTHORITY OF SOUTH AFRICA NOTICE 580 OF 2021 HEREBY ISSUES A NOTICE REGARDING THE INQUIRY 
FOR THE IMPLEMENTATION OF THE RADIO FREQUENCY MIGRATION PLAN AND THE IMT ROAD MAP IN TERMS OF SECTION 4B OF THE 
INDEPENDENT COMMUNICATIONS AUTHORITY OF SOUTH AFRICA ACT, 2000 (ACT NO. 13 OF 2000) 
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Ensuring that the WOAN gets enough spectrum to be credible; and 
 
Ensuring that spectrum is used in an efficient manner, in line with the ECA. 

 
This is consistent with ICASA’s statement that: 
  

“Despite the WOAN being regarded as a 5th Credible National Wholesale Player, the Authority 
also aimed to ensure the efficient use of the Spectrum by not assigning the WOAN more than 
what it may require. Case studies show that the concept of a WOAN has not been viable in other 
parts of the world, and as such, there is a potential substantial risk of stranded spectrum in the 
WOAN hence the Authority assigned an adequate portion of the IMT spectrum.”141 

 
Since ICASA produced its Competition Assessment, the WOAN in Mexico has faced significant financial 
difficulties and has had to file for commercial bankruptcy142 as part of its plan to restructure. This comes 
despite the WOAN in Mexico having been assigned all of the 700MHz spectrum. The WOAN in Mexico 
has also asked for the date by which it must achieve its final coverage obligation to be delayed by 4 
years from 2024 to 2028.143 
 
Assigning the WOAN more than 80MHz spectrum may only have a limited impact on the success of the 
WOAN as an alternative wholesale network service provider, but may have a significant impact on the 
risk of the spectrum being under-utilised and not all four other operators having insufficient spectrum 
to address their needs and achieve their obligations. Therefore, assigning more than 80MHz of 
spectrum (i.e. more than it can efficiently use) to the WOAN risks depriving at least four operators of 
scarce spectrum, which could in turn reduce the ability of other operators to deliver those consumer 
benefits which lie at the heart of the vision for South Africa’s communications sector.  
 
 

3. Vodacom agrees that the roaming agreements should not impact the amount of 
spectrum that it can acquire in the auction 
 
ICASA has stated that the roaming agreements should not impact the amount of spectrum that an 
operator can acquire in the auction: 
 

“Roaming is considered as a commercial arrangement between operators which are filed with 
the Authority from time-to-time. Generally, a roaming arrangement is not permanent and may 
be revised or terminated by the concerned operators and should not exclusively be entered 
into amongst operators. These roaming arrangements can be offered to multiple operators.  
 
The spectrum caps, therefore, were considered on the existing IMT spectrum holdings of the 
respective operators and IMT spectrum that will be acquired through this licensing process.“144 

 
Vodacom notes that all operators are involved in roaming agreements in South Africa: 
 

Telkom has a roaming agreement with Vodacom; 
 
Cell-C has a roaming agreement with Vodacom; 
 
Vodacom has a roaming agreement with Rain; 
 

                                                           
141 ITA reasoning document page 73-74 
142 https://www.capacitymedia.com/articles/3829116/alt-n-redes-files-for-commercial-bankruptcy  
143 https://www.commsupdate.com/articles/2021/05/25/red-compartida-seeks-700mhz-rollout-extension-network-now-serves-2-6m-users/  
144 ICASA spectrum IM (October 2021), 1.3. Spectrum Consideration for calculating the spectrum caps 
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Vodacom has a roaming agreement with Liquid; 
 
MTN and Cell-C have a reciprocal roaming agreement;  
 
MTN has a roaming agreement with Liquid; and 
 
Going forward, most/all operators will likely have roaming agreements with the WOAN. Indeed any 
operator that acquires spectrum in the auction will be required to purchase capacity from the 
WOAN. For those operators not successful in acquiring spectrum in the auction, the WOAN provides 
an attractive alternative. 

 
In this submission, Vodacom only comments on its own roaming agreements. Vodacom considers that 
these agreements are pro-competitive given that: 

 
Telkom’s roaming agreement with Vodacom allows Telkom to expand its coverage and boost its 
capacity where needed. Telkom uses the roaming agreement in both urban and rural areas. The 
roaming agreement has allowed Telkom to re-farm some of its 2G spectrum and it also provides 
Telkom with network resilience. 
 
Vodacom’s roaming agreement with Rain has provided Rain with the financial resources to expand 
its retail presence, whilst helping to relieve Vodacom’s capacity constraints (especially until more 
spectrum is assigned); 
 
Cell-C’s roaming agreement with Vodacom has helped facilitate Cell-C’s change in business model, 
which has enabled it to improve its financial position and allowed it to continue to offer MVNO 
access; and 
 

These roaming agreements all have similar technical characteristics. For example, signal strength is 
used for all of these agreements as one of the key triggers for when traffic is handed over to the roaming 
provider.   
 
For the roaming agreements that Vodacom is involved in, it agrees with ICASA’s position that roaming 
agreements should not have an impact on the amount of spectrum that operators can acquire in the 
auction.145 This is because: 
 

The roaming access seeker does not control the spectrum of the host network; 
 
The roaming agreements lack permanence; and 
 
It would be impractical to try to reflect the roaming agreements in the amount of spectrum that 
operators can acquire in the auction. 

 
In the rest of this section, Vodacom describes in more detail its roaming agreements with Rain. These 
agreements have already been subject to much scrutiny and are also at a much more advanced stage 
of implementation than Vodacom’s roaming agreements with Liquid. However, the Vodacom/Liquid 
agreements are structured in a similar way to the Vodacom/Rain agreements, so the points set out 
below are also applicable to that agreement.  
 

  
 

 
 
                                                           
145 Vodacom can only provide its view on the agreements that it is involved in, as it does not have full visibility of the agreements that MTN is 
involved in 
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3.3 It would be impractical to try to reflect the roaming agreements in the amount of spectrum that 
operators can acquire in the auction 
 
During the workshop on the IM, ICASA suggested that, if any party believes that the roaming 
agreements should be reflected in the auction design, that party should set out practical proposals for 
implementing this. As set out above, Vodacom does not believe that there is a justification for this for 
the roaming agreements that it is involved in. However, it has considered whether there is any practical 
way to make such an adjustment. Vodacom has, from this, concluded that it would be impossible for 
ICASA to accurately reflect its roaming agreements in the amount of spectrum that Vodacom can 
acquire in the auction, given that: 

 
ICASA would need accurately to forecast how roaming agreements are used for the next 20 years 
for all operators; 
 
Current traffic patterns will be distorted by the severe spectrum shortages; and 
 
It would create a circularity in the spectrum auction. 

 
ICASA would need accurately to forecast how roaming agreements are used for the next 20 
years 
 
As already noted, all operators in South Africa are involved in roaming agreements, so ICASA would 
need to reflect all of these agreements in any adjustment of how much spectrum operators can bid for.  
 
Further, the spectrum licences on offer in the auction have a duration of 20 years. Given this, if ICASA 
were going to adjust how much spectrum operators could acquire based on roaming agreements, it 
would need to form a view about how these roaming agreements will be used for the next 20 years, 
including the split of roaming traffic across different spectrum bands (given that ICASA has both a low 
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frequency spectrum cap and an overall spectrum cap). Given that there is no reserved capacity for the 
roaming agreements in which Vodacom is involved, this would be an impossible task.  
 
Current traffic patterns will be distorted by the severe spectrum shortages 
 
The current use of roaming agreements may provide a misleading view about how roaming agreements 
will be used in future, given the impact of the severe spectrum shortages on mobile traffic. 
 
It would create a circularity with the spectrum auction 
 
If ICASA were to try to reflect the roaming agreements in how much spectrum operators could acquire, 
this would become circular. This is because: 
 

The roaming agreements would impact how much spectrum operators can acquire in the auction; 
whilst 
 
The amount of spectrum that operators acquire in the auction will likely impact the extent to which 
they use roaming agreements.  

 
A further complication is that, in future, operators will purchase roaming from the WOAN (likely also in 
urban areas) – in fact they will be obliged jointly to purchase at least 30% of the WOAN’s capacity in line 
with how much spectrum they win. It would not be feasible to adjust the spectrum holdings or caps of 
the operators to reflect roaming on the WOAN, partly because it would be difficult to predict, but also 
partly because it would create an additional circularity:  
 

The amount of spectrum operators win in the auction will determine the minimum amount of 
traffic they have to offload onto the WOAN; but 
 
The amount of spectrum operators are able to win in the auction would depend on how much 
traffic they are expected to offload onto the WOAN. 

 
In order accurately to forecast the future roaming of operators on the WOAN (should ICASA decide to 
reflect roaming agreements in the spectrum caps), then ICASA would have to forecast the outcome of 
the auction. 
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Annexe 1 – More detailed comments on ICASA’s competition assessment 
 
As set out in Section B, in its pre-auction competition assessment, ICASA has set out a range of alleged 
competition issues with mobile markets. However, given that ICASA’s objective is to avoid the spectrum 
auction worsening competition, this does not justify the various measures and obligations that ICASA 
is proposing in the auction, such as the significant support to smaller operators. It is unclear to what 
extent the alleged competition issues in mobile markets have informed the various measures and 
obligations that ICASA is proposing.  
 
Despite this uncertainty, in this annexe Vodacom explains why it disagrees with ICASA’s view that there 
are competition issues with mobile markets. In particular, Vodacom highlights that: 
 

When assessing mobile markets, ICASA has failed to place adequate weight on the role that the 
severe spectrum constraints may play in explaining any sub-optimal outcomes, and in particular 
the fact that South African networks simply cannot get close to the cost structure achieved in 
markets where spectrum is unconstrained; 
 
The HHI in the South African mobile market is not high by international standards; 
 
It’s unclear why ICASA is focusing on entry barriers, given the high number of players already in the 
market, by international standards; 
 
ICASA should not be focusing on the combined position of Vodacom and MTN; and 
 
ICASA has provided no evidence of vertical integration being harmful. 

 
ICASA’s competition assessment is compromised due to the severe lack of spectrum 
 
ICASA’s findings in its pre-auction competition assessment are compromised, as they do not 
adequately account for the impact of spectrum constraints on the functioning of the South Africa 
mobile market, especially for larger operators that are more capacity constrained.146 ICASA has 
recognised the lack of spectrum in South Africa.147 However, ICASA neglects fully to take this into 
account when assessing market outcomes in its competition assessment, the majority of which have 
been impacted negatively by the spectrum constraints present in the South African market. 
 
For example, ICASA suggests that South Africa’s performance relative to its country peers may be a 
symptom of market failure, claiming that its comparison of prices and quality (measured by coverage 
and speeds) “indicates some degree of possible market failure given that some countries, notably 
China, out-perform South Africa on both price and quality”.148  Not only does ICASA’s wording here point 
tenuously to a link between quality-adjusted prices and market failure, but it fails to acknowledge 
ICASA’s later admission that “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”.149 
 
Furthermore, ICASA’s criticism of South Africa’s performance, on the misleading basis outlined above, 
immediately follows a favourable comparison of South Africa’s performance, on the same metrics, 

                                                           
146 ICASA itself states that “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.” (ITA Reasons Document) 
147 “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.” (ITA Reasons Document) 
148 ITA Reasons Document, paragraph 27 
149 ITA Reasons Document 
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against African and international comparators. Yet, ICASA appears to cherry-pick China150 as a 
comparator country as evidence to support a finding of market failure. The pre-auction competition 
assessment should take account of the impact the current severe spectrum constraints have had on 
market outcomes, rather than attributing the outcomes to competition problems. 
 
In its MBSI Findings Document, ICASA stated that the spectrum auction will have a “formidable impact” 
on the mobile market.151 Logically, it follows that ICASA’s significant delays in awarding this spectrum 
have already caused adverse market impacts, since addressing the shortage of spectrum at an earlier 
date would have avoided the problems identified by ICASA in its competition assessment.  
 
As well as impacting retail market outcomes, spectrum constraints also lower MNOs’ abilities and 
incentives to offer wholesale access. This is because offering wholesale access in the presence of 
spectrum constraints would reduce the quality of service available to an MNO’s own retail customers, 
thus reducing customer experience and increasing churn. Put another way, spectrum-constrained 
operators face a higher opportunity cost in offering wholesale access. In order for MNOs to offer 
wholesale access profitably (i.e., more than offsetting the impact of increased churn), they will take into 
account this opportunity cost when setting their terms of access.  
 
ICASA’s analysis of the site market is also contaminated, as operators have had to roll-out additional 
sites to compensate for their lack of spectrum.  
 
The HHI is not high in South Africa relative to international benchmarks 

ICASA claims that the South African mobile market’s HHI of 3,076 – based on 2019 data – is high 
relative to UK and US merger control guidelines.152 However, this fails to recognise that the HHI is 
always considerable in mobile markets. In fact, South Africa’s HHI for the mobile market is low by 
international standards – see figure below.  
 
Figure 28: Mobile HHIs in BRICS and ITU “Advanced” countries153 
 

  
                   

150 China is also likely to be a particularly misleading comparator country as China is a de facto state owned and run mobile market (all MNOs have 
government ownership), with significant subsidies (direct and indirect). It also does not suffer from the same energy supply issues as South Africa 
151 Findings Document, paragraph 92 
152 ITA Reasons Document, pages 82-83 
153 This Figure uses the same countries as in ICASA’s graph on the amount of spectrum assigned by country in its ITA Reasons Document
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Source: HHIs based on subscriber numbers, using data from GSMA 

 
It’s unclear why ICASA is focusing on entry barriers 
 
In its Competition Assessment, ICASA includes an analysis of entry barriers (including at the retail-
level). However, it is unclear why this is relevant given that: 
 

There are already six MNOs in South Africa, which exceeds ICASA’s target of four (excluding the 
WOAN) – therefore ICASA can achieve its objectives even if there is no further entry; and 
 
Although the WOAN will be a new entrant, it will receive special assistance and won’t compete at 
the retail-level. 

 
ICASA should not be focusing on the combined position of Vodacom and MTN 
 
In its Competition Assessment, ICASA has made a number of references to the combined position of 
Vodacom and MTN.154 However, this is inappropriate. ICASA cannot simply assume that there is 
ineffective competition by focusing on the combined position of the two largest players. Instead, a 
proper assessment of market power (or, equivalently, the effectiveness of competition) needs to take 
into account the extent to which operators can behave independently of their competitors. If ICASA 
were to undertake this analysis, it would find that MTN imposes a strong competitive constraint on 
Vodacom, in addition to the significant competitive constraint that other operators (i.e. Telkom, Cell-C, 
Rain and to a lesser extent Liquid) place on Vodacom. 
 
Further, even if there was a duopoly between Vodacom and MTN, ICASA cannot automatically assume 
that this means that there is ineffective competition. Under the EC’s regulatory framework for telecoms 
(and EC competition law more generally), a duopoly will imply that there is ineffective competition only 
where there is joint dominance. Under EC law,155 three key conditions have to be shown for there to be 
joint dominance: 
 

There must be sufficient market transparency for operators to know whether other operators are 
adopting a common strategy. 
 
The tacit coordination must be sustainable over time, meaning that the operators must have an 
incentive not to depart from their common strategy. For this to be the case, there must be 
adequate deterrents to ensure that there is a long-term incentive to not depart from the common 
strategy. 
 
It must be the case that the likely reaction of current and future competitors who are not part of 
the common strategy would not jeopardise the co-ordinated behaviour.  

 
ICASA has not explored any of the above issues, has not provided any facts to suggest any such co-
ordination, and has no basis on which to argue that the alleged duopoly between Vodacom and MTN 
demonstrates that there is ineffective competition. 
 
ICASA has provided no evidence of vertical integration being harmful 
 
In its Competition Assessment, ICASA appears to be of the view that vertical integration is harmful: 
 

“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 

                                                           
154 For example, ICASA states “Two operators have a combined market share of almost 75%” and “Given the entrenched duopoly structure of the 
retail market…” (ITA Reasons Document) 
155 COMMUNICATION FROM THE COMMISSION (2018/C 159/01) - Guidelines on market analysis and the assessment of significant market power 
under the EU regulatory framework for electronic communications networks and services – paragraph 84 
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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 infrastructure 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.”156 

 
Vodacom disagrees with this statement because: 
 

There is extensive site-sharing in South Africa (underpinned by the Facilities Leasing Regulations); 
and 
 
It is misleading to draw a direct comparison between roaming prices and retail prices, as access 
seekers cherry-pick when using national roaming services (i.e. they disproportionately use roaming 
services in higher cost areas).  

 
In its Competition Assessment, ICASA also presents a scatter plot showing that “there is a positive 
correlation between the level of concentration of ownership of mobile sites and retail customers in 
municipalities in South Africa”. Importantly, just because there is a correlation between the ownership 
of mobile sites and retail customers does not mean that any concentration of mobile sites is causing 
concentration at the retail-level. Indeed, it is instead likely to be the case that operators roll-out more 
sites in those areas where they have more retail customers. Vodacom and MTN are also forced, as a 
consequence of their limited spectrum, to roll-out a higher number of sites in order to maintain network 
quality and enhance coverage. 

  

                                                           
156 ITA Reasons Document, paragraph 20 
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Annexe 2 – Telkom’s non-spectrum related advantages 

Telkom’s extensive fibre network 

Telkom has by far the biggest fibre network. Telkom has 165,000km worth of fibre in South Africa. This 
compares . Telkom’s extensive fibre network allows it to connect the 
majority of its base stations with fibre backhaul. This puts Telkom in a better position than its rivals in 
terms of expanding capacity and addressing increasing demand.157 Indeed, Telkom has stated that: 
 

“Our focus right from the start was to connect radio sites with fibre backhaul where possible, 
and this strategy has paid off, providing flexibility in backhaul that helped support COVID-19-
related traffic spikes.”158 

In FY2021, 73% of Telkom’s sites were connected with fibre backhaul. As such, Telkom is in a strong 
position to self-supply fibre backhaul to its mobile sites, which is an important contributor to its 
credibility as a competitor. 
 
Figure 29: Telkom’s use of fibre backhaul 
 

  
Source: Telkom SA SOC Ltd Annual Results Presentation For the year ended 31 March 2021 

Telkom’s site portfolio 

Through its Gyro unit, Telkom has a portfolio of over 6,600 towers.159  
 Gyro has also had a strong financial performance, with an 

EBITDA of 80.4% in FY2021.  
 
Telkom has managed to expand its own site network at a quick pace, which shows that there are limited 
barriers to rolling-out new sites. In just over five years, Telkom has increased its number of mobile sites 
from 2,663 to 6,646.160 
 
Telkom plans to roll-out a further 2,000 new sites over the coming years: 
 

“Despite the severe impact of the COVID-19 lockdown regulations on the Tower Build 
programme during the first half of FY2021, we accelerated the Tower Site Acquisition 
programme, resulting in at least 2 000 sites in the permitting phase. We obtained 368 building 

 
157 Telkom SA SOC Ltd Annual Results Presentation For the year ended 31 March 2021 
158 Telkom integrated report 2021, page 54 
159 Telkom trading update FY2022Q1 
160 In its ITA application, Telkom stated that “Telkom Mobile achieved this through the roll-out of 6,159 integrated mobile sites. Since 2017, we 
have aggressively deployed approximately 3,700 sites, doubling the deployment rate of the first six years.” 
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plan approvals and completed the construction of 116 towers. These towers are tenanted by 
Telkom Mobile, the anchor tenant for the new build pipeline.”161 

 
As well as rolling-out new sites, Telkom has also upgraded the capacity on many of its sites: 
 

“Capacity upgrades, underpinned by the deployment of additional carriers and temporary 
spectrum, as well as ongoing spectrum refarming, resulted in the upgrade of 2,096 sites with 
temporary spectrum, 1,971 sites with additional carriers, 1,309 refarmed sites and 804 sites 
where LTE capability was improved.”162 

                                                           
161 Telkom Integrated Report 2021, page 62 
162 Telkom Integrated Report 2021, page 54 

 


