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Purpose: To understand  how supply and demand side 
indicators can inform evidence-based regulation and 
monitoring of progress towards meeting policy objectives 
and to understand the quality and interest of indicators and 
indices.
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‣ Overcoming supply-side data shortfalls 

‣ Case study 1: Pricing data to reduce MTR 

‣ Case study 2: Gender demand side studies



No good and bad indicators, just some measure 
somethings better than others

ICT indicators

‣ Access indicators: measure what people or businesses 
have in terms of ICTs or how many exist in a country.  

‣ Usage indicators: measure how and for what ICTs are 
being used by households, individuals, businesses or 
governments etc.  

‣ Impact indicators capture the impact of access and usage 
on economic growth, employment creation, improvement 
in public service delivery on a macro level; and company 
performance, household poverty levels and social 
inclusion on a micro level. 
• Impact indicators are usually derived from analysis of primary or 

secondary data. 
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Where does data about the ICT sector come 
from?  

OPERATORS
-Financial data
-Operational data 
(equipment, quality)
-“Supply Side”

REGULATOR/ 
POLICY MAKER
-For decision 
making

ITU/OTHER INT’L 
ORGs
-Raw datamaking

-Monitoring
-Raw data
-Composite indices 
(ranking countries)

CONSUMERS
- satisfaction surveys
- Complaints
-“Demand Side”

THIRD PARTY 
RESEARCH
-Specialized 
Studies



What are supply side indicators?
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‣ What are "supply side" indicators/data? 

‣ Data about the SUPPLIERS of ICT services and those who work 
with them 
‣ Telecom operators, equipment manufacturers,... 

‣ Collected and reported by SUPPLIERS themselves or regulators/
policy makers, researchers, consultants 

‣ Might be produced by those who work with them or regulate 
them 

‣ Telecom operator 
‣ Equipment manufacturers 
‣ Regulators 

‣ As opposed to “demand side” indicators/data – About 
CONSUMERS of ICT services, CITIZENS of public services.
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Information from operators is required to evaluate the 
impact of regulatory decisions and to monitor the 
competitiveness of the sector

Supply side data from operators
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‣ collect as much information as necessary and as 
little as possible to avoid regulatory fatigue. 

‣ Information requirements may change with time and 
additional data requests may need to be made in 
future. 

‣ The key pillars for reporting are: 
• Audited annual financial reports 

• Quarterly reports for monitoring and impact assessment 
• Ad hoc information requests for concrete disputes and 

regulatory affairs.



Legal authority of NRA
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‣ ITU regards regulatory agency responsible for 
collection and reporting of indicators.  

‣ Legislation should provide the NRA to collect 
data from operators and this authority is usually 
reflected in national network licences which 
include obligations to report to the authority.  

‣ Quarterly reports collect monthly data with the 
purpose of monitoring developments of the 
sector. 



Interim and audited financial 
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Table 1:   Key Financial Indicators (Group)
Q1 Q2 Q3 Q4 2015

Revenue $ million
Shareholders’ Equity $ million
Taxation $ million
Net profit after tax $ million
Capital Expenditure in million $
Total assets $ million
Dividend $ million
Dividend as % of after tax profit
Return on equity
Profit Margin
EBITDA margin
Active SIM cards in 1000
Full-time Staff
Monthly ARPU in $



Financials continued
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Source Annual Reports

Q1 Q1 Q2 Q4 2015
Revenue $million
Taxation $ million
Net profit after tax $ million
Total assets $ million
Shareholders’ Equity $ million
Dividend $ million
Asset Turnover
Return on Equity
Financial Leverage
Profit Margin
Full-time Staff

Source: Annual Reports



Reporting data
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2 | NRA reporting  

2 TITLE!  
 

 2005 2006 2007 2008 2009 2010 
Revenue $million 
Taxation $ million 
Net profit after tax $ million 
Total assets $ million 
Shareholders’ Equity $ million 
Dividend $ million 
Asset Turnover 
Return on Equity 
Financial Leverage 
Profit Margin 
DELs in 1000 
No of Public Phones 
Full-time Staff 

Source: Annual Reports   
 

The licences need to require licensees to submit audited annual financial statements to NRA within six 
months after end of financial year. 

4. QUARTERLY  REPORTS 

The quarterly reports collect monthly data with the purpose of monitoring developments of the sector. 
Aggregated data should be made publicly available each quarter on the website of the NRA.  

 
Table 3: Monthly Data  March 2009 … April 2011 

Mobile Subscribers 
Total    
Prepaid    
Postpaid    

Fixed-line 
Subscribers 

Residential    
Business    
Total    

Data Subscribers 

ADSL    
Leased Lines    
VSAT    
Wireless data (Wimax  3G, 4G, EVDO 
dongles)    

Traffic in minutes 
(billable and 

bundled) 

Total    
On net    
International outgoing    
International incoming    

Minutes 
incoming from 

Operator 1    
Operator 2    
Operator 3    

Minutes 
outgoing to 

Operator 1    
Operator 2    
Operator 3    

Revenue 
Total    
Voice (Domestic)    
Voice (International)    



Whose evidence and who sets the agenda?
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Sex-disaggregated descriptive statistics indicate that women and men are not 
equally able to access and use ICTs.  
Women generally have less access to ICTs and use them sub-optimally and this 
increases as the technologies and services become more sophisticated and expensive. 
Logit and profile modelling however demonstrate education and income have a 
positive impact on ownership and use of ICTs.  
The gender disparities found in income and education, indicate they are key factor 
of exclusion and  main point of intervention for inclusion. 
The positive and causal relationship between education and income further points to 
the importance and need for ensuring equity in education (and therefore job/income 
generation opportunities).  
Internet access seems to be wide spread in learning institutions, but women have less 
access to higher education where Internet provisioning is more available. 
Women use public phones mainly because of affordability issues.  
The points of policy intervention therefore need to focus on far more fundamental  
intergenerational issues of education and income equity than localised ICT 
aggregated access points. 
Poor women and men, with low income levels and income have more in common in 
relation to accessing and using ICTs than with women in general.

20

RIA - Lifting the veil on ICT gender indicators 
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Problems with data



Up to a two line subtitle, generally used to describe the 
takeaway for the slide
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Most of the indicators are per capita 
measures which is the traditional 
method of illustrating individual access 
to ICTs. One reason for this is that 
virtually all ICT service providers 
compile administrative records for 
operational and billing purposes. It is 
then a simple mathematical exercise 
to divide the installed base of a 
particular ICT device or service by the 
population to derive a per capita 
indicator.
PARTNERSHIP ON MEASURING 
THE INFORAMTION SOCIETY, 
CORE INDICATORS (2005: 5)



• ITU’s yardstick of the lowest cost monthly 
subscription for a fixed broadband connection 
with at least 1GB of data allowance is widely 
used but this yardstick is problematic for 
developing markets 

• average income per capita is a very poor 
indicator of the ability of the population to pay 
for broadband services particularly for 
countries with high income inequality,  

• SA  - Botswana state wealth 
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‣ ICT Readiness (infrastructure, access) 

‣ ICT Intensity (use) 

‣ ICT Capability (skills)

ICT Development Index (IDI)
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Problems with sources



WEF Networked Readiness Index
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Composition of the WEF Networked Readiness Index
Sub Index Pillars

Environment: this sub-index “gauges the friendliness of a 
country’s market and regulatory framework in supporting high 
levels of ICT uptake and the emergence of entrepreneurship 
and innovation-prone conditions”

Political and regulatory environment

Business and innovation environment

Readiness: this sub-index “measures the degree to which a 
society is prepared to make good use of an affordable ICT 
infrastructure and digital content”

Infrastructure and digital content

Affordability

Skills

Usage: this sub-index “assesses the individual efforts of the 
main social agents - that is, individuals, business and 
government, to increase their capacity to use ICTs as well as 
their actual use in their day-to-day activities with other agents”

Individual usage

Business usage

Government usage

Impact: this sub-index gauges the broad economic and social 
impacts accruing from ICTs to boost competitiveness and well-
being and that reflect the transformations toward an ICT-and 
technology-savvy economy and society”

Economic impacts

Social impacts

“The report remains the most comprehensive and authoritative international assessment of its kind.”  
WEF website



The Networked Readiness Index measures, on a scale from 1 (worst) to 7 (best), the 
performance of 148 economies in leveraging information and communications 
technologies to boost competitiveness and well-being.

Networked Readiness Index 2014
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Problems with naming and measures





•  A4AI brings together over 70 companies, NGOs and governments 
to drive the cost of Internet access below the BB Commission goal 
of 5% of average per capita income (GNI) 

•  Advocates policy reforms that:  
–  reduce costs,  
–  allow both profit-making and non-profit innovations in areas like community 

WiF; and  
–  stimulate healthy competition in all layers of the ICT market 



What does the Index measure?  



Advantages of methodology  

•  Expert assessment survey best methodology for assessing policy and to identify areas 
for action/change 

•  No other affordability indicators developed in countries we’re looking at 
•  Only way to look at policy comparatively & in terms of impact of policy/regulation on 

cost 
•  Regression analysis shows that there is a strong, statistically significant causal 

relationship between Index scores and broadband prices as measure by ITU  
 
Primary research has been revised from 2013 for 2014 
•  In 2013, only 1 scorer / country - response bias  
•  In 2014 each country had 3 researchers – all were  balanced to minimize response bias 

(representation from CSO, public and private sectors) 
•  Knowledgeable reviewers critically review scores 
•  Ultimate score was reflective of 3 expert opinions – robust and strong conclusions from 

average score 

Consider the challenges identified



Partnership on Measuring Information and Communication 
Technology for Development revised and extended core list 
of information and communications technology indicators 

ITU core indicators
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‣ A1  Fixed telephone lines per 100 inhabitants  

‣ A2  Mobile cellular telephone subscriptions per 100 inhabitants  

‣ A3  Fixed Internet subscribers per 100 inhabitants  

‣ A4  Fixed broadband Internet subscribers per 100 inhabitants  

‣ A5  Mobile broadband subscriptions per 100 inhabitants  

‣ A6  International Internet bandwidth per inhabitant (bits/second/inhabitant)  

‣ A7  Percentage of the population covered by a mobile cellular telephone network  

‣ A8  Fixed broadband Internet access tariffs per month in United States dollars and as a 
percentage of monthly per capita income  

‣ A9  Mobile cellular telephone prepaid tariffs per month in United States dollars and as a 
percentage of monthly per capita income  

‣ A10  Percentage of localities with public Internet access centres (PIACs)  
 



Rwanda and Nigeria who came first and second on the 
developing country ranking of the A4AI

Africa Mobile Price Transparency Index
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Challenges

‣ OECD only updates every 3-4 years 
‣ ITU introduced annual basket 
‣ Policy work requires quarterly/

monthly 
‣ Dynamic pricing 
‣ Dynamic discounts 

35
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http://www.researchictafrica.net/prices/Fair_Mobile_PrePaid.php
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Dominant operators only:
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Example South Africa
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Ranking and cost of cheapest prepaid mobile product available from dominant 
operators for OECD 40 calls and 60 SMS basket 

Q
4 2010

Q
1 2011

Q
2 2011

Q
3 2011

Q
4 2011

Q
1 2012

Q
2 2012

Q
3 2012

Q
4 2012

Q
1 2013

Q
2 2013

Q
3 2013

Q
4 2013

Q
1 2014

Q
2 2014

Q
3 2014

Q
4 2014

26 27 28
26

24

29 28
31 31

27
24

21
19 18

11 12
14

20.0 19.7 20.3 19.4
17.1 17.8 17.0 16.7 15.8

13.7 12.9 12.3 12.1 11.3

7.2 7.1 7.8
4.1 4.1 4.0 3.7 4.0 4.0 3.9 3.7 3.7 3.6 3.2 3.2 3.2 2.8 2.6 2.5 1.0

Cheapest dominant operator in Africa in USD
Cheapest dominant operator in South Africa in USD
SA Dominant Operator Rank



Pricing based on congestion of cell
Dynamic Pricing

‣ Discounts based on mathematical algorithms to: 
• Customer acquisition (high discounts) 
• Network optimisation ( low discounts where traffic is high 

and high discounts when traffic is low) 
• Profit maximisation (discounts based on price elasticities 

of typical user in an area. 

‣ Discounts different from base station to base 
station and sector to sector 

‣ Tariffs may change every second different for 
41



Individualised discounts

‣ Discounts based on mathematical algorithms: 
• recharge interval  
• recharge amounts 

‣ Discounts in distribution channel

42



Solutions
‣ Quarterly reports based on accounting: 

‣ Voice ARPU / MOU 
‣ Data ARPU / data traffic 

‣ Could ITU push for such indicators? 
‣ Operators do not even provide annual reports 

to regulator in many countries 
‣ In other countries they do but results cannot 

be made public.
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Policy Brief no.1 2015 Pricing and QoS Quarter 1, 2015

The short-term cash flow benefit for Cell C and Telkom Mobile is 
unlikely to be significant. Revenue is a function of price multiplied by 
quantity. The asymmetry may result in higher off-net prices and thus 
lower off-net call volumes, and not more termination rate revenues as 
desired by the smaller operators. Vodacom and MTN can increase 
off-net prices for their dynamic pricing products (MTN Zone and Yebo 
4 less) by giving fewer discounts.  

ICASA would need to conduct a detailed traffic and effective price 
analysis to assess the impact of this regulation. 

Generally, the 20c mobile termination rate for Vodacom and MTN is 
at about the cost of an efficient operator, and mobile termination 
rates no longer pose an obstacle to competition. Voice prices are 
likely to settle at lower levels in 2015. 

Impact on Retail Prices 
Advertised prices for Vodacom, Virgin Mobile and Telkom Mobile 
remained at the same level in the fourth quarter of 2014 for the 
cheapest prepaid product available for these operators.  

Telkom Mobile, whose low end strategy had initially not been able to 
undercut Cell C, cut its tariffs in the third quarter of 2013 becoming 
the cheapest operator in the country.  

In 2014 competition heated up between Cell C and MTN. Both 
decreased prices in the second quarter of 2014 through promotions  
(MTN’s 1c per second and Cell C’s 50c product) but then withdrew 
them again in the fourth quarter of 2014 to replace them with less 

�2

Figure1: Cost of cheapest prepaid mobile product for OECD-40calls-60SMS basket by operators in ZAR
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Mobile termination 
rates no longer pose 

an obstacle to 
competition

Kenya

Ghana

Namibia

Zambia

Nigeria

Botswana

Uganda

Rwanda

South Africa

Tanzania 7.2

6.6

5.5

5.4

5.3

5.2

5.0

3.7

2.6

1.2

Table 3 Mobile Termination glide Path
Peak Off Peak

ZAR US cents ZAR US cents

March 2011 0.73 10.11 0.65 9.00

March 2012 0.56 7.76 0.52 7.20

March 2013 0.40 5.54 0.40 5.54

Asymmetrical termination rates may apply, whereby operators with less than 25% market share 
could charge up to 20% more for calls they carried on their networks between 1 March 2011 and 
28 February 2012. Thereafter, the maximum premium they could charge fell to 15%, and finally, in 
March 2013, it will fall to 10%. Only Vodacom and MTN have more than 25% of the mobile market, 
and only Telkom has more than 25% of the fixed market.

Source: Government Gazette No. 33698, 29 October 2010. Call Termination Regulations 
Exchange rate based on average exchange rate for 2011
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Call termination rates 
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… that if call termination rates are reduced…
Dominant operators argue…

‣ Retail prices will increase 
‣ There will be less subscribers 
‣ Operators will invest less 
‣ However, the opposite is the case - Increased competition 

leads to: 
‣ lower retail prices 
‣ more subscribers and  
‣ operators have to invest more to stay competitive

49



Two-sided market & Waterbed Effect

‣ Fail to predict market outcomes correctly  
‣ Cannot be empirically observed following termination rate cuts 
‣ Retail and wholesale prices are not interdependent 
‣ Questionable evidence from panel data studies: 

1) Constructing data sets with enough data points is impossible 
2) Omitted variables may render models invalid 
3) Retail prices used for modelling only prices of dominant operators 

Stork, C and Gillwald, A (2014) Link between termination rates and retail prices in Namibia, 
Kenya and South Africa, Telecommunications Policy, Volume 38, Issues 8–9, 
September 2014, Pages 783-797, Elsevier, Pergamon.	

50

http://www.sciencedirect.com/science/article/pii/S0308596114000974


Mobile operators used financials to play interconnection 
revenue loses, but not net effect

Mobile spin with media…

51

tors. Determining costs can be done by a regulator through a 
benchmarking exercise of termination costs, such as was un-
dertaken in Namibia in 2009, or through detailed cost studies 
such as those undertaken in Botswana, Kenya, Nigeria, Tan-
zania and Uganda.1 There is now overwhelming international 
evidence from across the world that cost-based MTRs encour-
age competition and more affordable pricing.2

Cost-based termination rates remove market distortions and 
provide efficient investment incentives.  The net effect of fairer 
competition is lower costs of communication, better services, 
and more equitable returns on investment for all operators 
(Stork, 2011, 2012). In support of retaining high termination 
rates, dominant mobile operators have argued that lowering 
MTRs will lead to increases in access and usage prices,3 result-
ing in fewer people being able to afford communication serv-
ices and lower profits that limit operators’ capacity to invest 
in network extension and upgrading.

Incumbent operators are quick to point out, and the media to 
report, the loss in revenue suffered due to termination rate 
cuts, while generally omitting to report on incumbent opera-
tors’ cost savings from reduced termination payments. Opera-
tors receive termination revenues from, and pay termination 
fees to,  other operators. The question is thus not whether an 
operator has less revenue from termination after MTR cuts, 
but rather, how the net profit or net loss from termination has 
changed and how this affects the operator’s overall perform-
ance. For example, the annual net profit from termination of 
South Africa’s largest mobile operator, Vodacom, increased by 
R66million, despite a reduction in its incoming termination 
revenue, after MTRs were cut by ICASA (see Table 3).

Vodacom
Vodacom’s CFO Rob Shuter was quoted in May 2011 as saying 
that Vodacom would lose R1.5billion in revenue, and would 
incur a net interconnect loss of R500million, due to the March 
2011 MTR cut imposed by ICASA. In reality, Vodacom’s an-
nual interconnect revenue dropped by R693million, while its 
termination rate expenditure decreased by R759million, re-
sulting in an improvement of R66million in Vodacom’s net in-
terconnect position. 

Table 3: Vodacom: impact of mobile termination rates in South 
Africa, FY ending March 

Table 3: Vodacom: impact of mobile termination rates in South 
Africa, FY ending March 

Table 3: Vodacom: impact of mobile termination rates in South 
Africa, FY ending March 

Table 3: Vodacom: impact of mobile termination rates in South 
Africa, FY ending March 

2010-11 2011-12 Change
Interconnection revenue 
Rands million 6,755 6,062 -693

Interconnection expenditure 
Rands million 5,682 4,923 -759

Net interconnect profit Rands million 1,073 1,139 66

Subscribers in million 18.8 22.8 4

Operating profit margin 36.8% 37.3% 0.5%

Operating profit Rands million 15,522 16,671 1,149

Traffic (million of minutes) 30,233 35,029 4,796

Prepaid minutes of use (MOU) 95 97 2

Prepaid ARPU in Rand 106 91 -15

Implied minute prices (ARPU/MOU) 
Rand 1.12 0.94 -0.18

Source: Vodacom (2012a) segment analysisSource: Vodacom (2012a) segment analysisSource: Vodacom (2012a) segment analysis

Vodacom made R1.1billion net in the 2011-12 financial year 
(ending March 2012). Given that its operating profits, EBITA 
margins, subscriber numbers and traffic numbers are all up, 

SOUTH AFRICA’S MOBILE TERMINATION RATE DEBATE: WHAT THE EVIDENCE TELLS US

2 RIA Policy Brief SA No 2 2012

1The regulators concerned would do well to share the results of these studies with other regulators, because in vastly different environments the results have tended to be very 
similar.
2See, for example, Stork (2012) for OECD countries.
3This is often linked to the waterbed effect and the two-sided market argument. Examples include: 
http://www.vodafone.com/content/dam/vodafone/about/public_policy/policy_papers/public_policy_series_7.pdf, and 
http://stakeholders.ofcom.org.uk/binaries/consultations/wholesale/responses/vodafone.pdf (accessed 20 November 2012).

Table 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debate
Date Source Author Title Claim

15 April 2010 Timeslive Zweli Mogata MTN, Vodacom to lose 
billions over new termi-
nation rates

MTN, Vodacom to lose billions 

17 May 2010 News Today Candice Jones & 
Nicola Mawson

Rate cuts cost Vodacom 
R200million

Vodacom CFO Rob Schuter said net interconnect 
revenue is down from R2billion to R1.75billion, a 
massive 10% loss 

22 July 2010 News Today Leigh-Ann 
Francis

Rate cuts knock Vodacom Cost Vodacom close to R400million in one quarter

1 March 2011 ITWeb Leigh-Ann 
Francis

No winners from inter-
connection cuts

Staff retrenchment to offset impact
CFO Robert Shuter: Vodacom will incur R800-
900million loss in revenue

17 May 2011 ITWeb Nicola Mawson Two more years of inter-
connection pain

Vodacom lost R1.5billion in revenue, net interconnect 
loss of R500million (quoting CFO Rob Shuter)
MTN: R 2.5billion lost in revenues
Telkom: interconnect revenue dropped 37.4%

28 March 2012 businesstech (inter-
view on Radio 702)

Rudolph Muller Lower interconnect rates 
mean higher retail prices

“I know that it is counter intuitive, but it is what 
happens,” said Knott-Craig, Cell C CEO



But financial tell a different story…

52

Vodacom was incorrect in its prediction in March 2011 that 
MTR cuts would force the operator to retrench workers 
(Mawson, 2011).

An indirect measure of prices is the link between average 
revenue per user (ARPU) and minutes of use (MOU). Voda-
com’s prepaid ARPU declined in 2012 while its prepaid MOU 
increased, which indicates an implied per-minute drop of 
R0.15. This measure is,  however, only a very rough approxi-
mation since ARPU includes many other revenue streams in 
addition to voice such as data/SMS revenues.

Telkom
Strangely, the incumbent fixed-line operator Telkom, which 
has been at the wrong end of asymmetrical termination rates 
for nearly two decades,  also complained about a loss in termi-
nation rate revenue through MTR cuts.4 In reality,  Telkom’s 
total interconnection revenues increased in the 2011-12 finan-
cial year.5 

Table 4: Telkom fixed-line interconnection revenues and 
expenses in Rands million for financial years ending in March
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Table 4: Telkom fixed-line interconnection revenues and 
expenses in Rands million for financial years ending in March

2009-10 2010-11 2011-12
Inter-
connec-
tion 
revenues

Mobile domestic 1,043 498 375Inter-
connec-
tion 
revenues

Mobile international 186 630

Inter-
connec-
tion 
revenues Fixed 228 328 262

Inter-
connec-
tion 
revenues

International 1,337 667 490

Inter-
connec-
tion 
revenues

Total 2,608 1,679 1,757

Inter-
connec-
tion ex-
penses

Mobile network operators 4,847 3,704 3,218Inter-
connec-
tion ex-
penses

Fixed 273 404 306

Inter-
connec-
tion ex-
penses International network op-

erators
2,323 792 1,029

Inter-
connec-
tion ex-
penses

Total 7,563 5,193 4,839

Interconnection loss totalInterconnection loss total -4,955 -3,514 -3,082

Interconnection loss mobile onlyInterconnection loss mobile only -3,804 -3,206 -2,843

Source: Telkom (2011, 2012)Source: Telkom (2011, 2012)Source: Telkom (2011, 2012)Source: Telkom (2011, 2012)Source: Telkom (2011, 2012)

As one would expect with there being over 60 million SIM 
cards active across South Africa’s mobile networks, Telkom is 
a net termination rate payer. Accordingly, Telkom’s net termi-
nation payments decreased, largely due to the MTR reduc-
tions, from R5billion (in the 2009-10 financial year) to 
R3.1billion in 2011-12. The logic behind Telkom’s complaints 
about the MTR rate cuts thus remains unclear, unless the op-
erator was asking for greater mobile/fixed symmetry (an ar-
gument Telkom has not made explicitly).

MTN
A further (frequently overlooked) fact is that termination rate 
payments are payments between operators. Lower termina-
tion rates mean only that net payers pay less and net receivers 
receive less. No money is taken from the sector; it is a zero 
sum game. MTN, for example, is a net receiver. Its net profit 
from call termination (revenues in excess of expenses) for 
South Africa decreased from R1,085million (in its financial 
year ending December 2010) to R741million (in its financial 
year ending December 2011),  a decrease of R644million and 
not a loss of R2.5billion as claimed in May 2011. Its termina-
tion revenue decreased by R644million in 2011, while its ter-
mination expenses dropped by R300million, leading to a net 
reduction in termination revenue of only R344million in 2011. 
And given the large number of subscribers on its network 
(second only to Vodacom), MTN remained a net receiver of 
termination rate payments in 2011.6 MTN’s Capex, revenue 
and EBITDA margins all increased in its financial year ending 
December 2011 compared to the previous financial year.

Table 5: MTN South Africa: financial years ending December Table 5: MTN South Africa: financial years ending December Table 5: MTN South Africa: financial years ending December Table 5: MTN South Africa: financial years ending December 
2010 2011 change

Interconnection revenue Rands million 6,568 5,924 -644

Interconnection and roaming expenses 
Rands million 5,483 5,183 -300

Net interconnect cash flow 1,085 741 -344

CAPEX in Rands million 3,908 4,105 197

Revenue Rands million 35,822 38,597 2,775

EBITDA margin 34.1% 35.2% 1.1%

Blended ARPU Rands 152 134 -18

Outgoing MOU 71 69 -2

Implied minute prices (ARPU/MOU) 
Rands 2.14 1.94 -0.20

Source: MTN (2012)Source: MTN (2012)Source: MTN (2012)Source: MTN (2012)

MTN’s implied per minute price (ARPU/MOU) decreased by 
R0.20, similar to Vodacom’s implied price.  The estimate for 
MTN is based, however, on blended ARPUs (because prepaid 
APRU and MOU are not reported separately from contract/
postpay APRU/MOU by MTN.)

Cell C and Neotel
Because they are private,  unlisted companies and non-
dominant players, no public information is available for Neo-
tel and Cell C in relation to the impact of MTR cuts.  These 
operators were not willing to divulge such information - even 
in generalised form without actual figures. With Vodacom and 
MTN being net receivers, Vodacom even receiving more in 
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4See https://secure1.telkom.co.za/apps_static/ir/pdf/financial/pdf/Annual_Results_Presentation_2011.pdf, p. 6 (accessed 19 June 2012).
5See https://secure1.telkom.co.za/apps_static/ir/pdf/financial/pdf/Annual_Results_Presentation_2012.pdf, p. 30 (accessed 20 November 2012). At this time, Telkom had sold 
its lucrative shareholding in Vodacom (which had enjoyed significant revenues for years from some of the highest (asymmetrical) termination rates in the world), and now had 
its new mobile service 8ta. 8ta did manage to secure, from the regulator, an asymmetrical termination rate, together with Cell C, for its terminations with the dominant opera-
tors Vodacom and MTN. (accessed 20 November 2012).
6See http://www.mtn.com/Investors/Financials/Documents/ar_integrated_report2011.pdf, p. 38 (accessed 20 November 2012).

tors. Determining costs can be done by a regulator through a 
benchmarking exercise of termination costs, such as was un-
dertaken in Namibia in 2009, or through detailed cost studies 
such as those undertaken in Botswana, Kenya, Nigeria, Tan-
zania and Uganda.1 There is now overwhelming international 
evidence from across the world that cost-based MTRs encour-
age competition and more affordable pricing.2

Cost-based termination rates remove market distortions and 
provide efficient investment incentives.  The net effect of fairer 
competition is lower costs of communication, better services, 
and more equitable returns on investment for all operators 
(Stork, 2011, 2012). In support of retaining high termination 
rates, dominant mobile operators have argued that lowering 
MTRs will lead to increases in access and usage prices,3 result-
ing in fewer people being able to afford communication serv-
ices and lower profits that limit operators’ capacity to invest 
in network extension and upgrading.

Incumbent operators are quick to point out, and the media to 
report, the loss in revenue suffered due to termination rate 
cuts, while generally omitting to report on incumbent opera-
tors’ cost savings from reduced termination payments. Opera-
tors receive termination revenues from, and pay termination 
fees to,  other operators. The question is thus not whether an 
operator has less revenue from termination after MTR cuts, 
but rather, how the net profit or net loss from termination has 
changed and how this affects the operator’s overall perform-
ance. For example, the annual net profit from termination of 
South Africa’s largest mobile operator, Vodacom, increased by 
R66million, despite a reduction in its incoming termination 
revenue, after MTRs were cut by ICASA (see Table 3).

Vodacom
Vodacom’s CFO Rob Shuter was quoted in May 2011 as saying 
that Vodacom would lose R1.5billion in revenue, and would 
incur a net interconnect loss of R500million, due to the March 
2011 MTR cut imposed by ICASA. In reality, Vodacom’s an-
nual interconnect revenue dropped by R693million, while its 
termination rate expenditure decreased by R759million, re-
sulting in an improvement of R66million in Vodacom’s net in-
terconnect position. 

Table 3: Vodacom: impact of mobile termination rates in South 
Africa, FY ending March 
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Table 3: Vodacom: impact of mobile termination rates in South 
Africa, FY ending March 

2010-11 2011-12 Change
Interconnection revenue 
Rands million 6,755 6,062 -693

Interconnection expenditure 
Rands million 5,682 4,923 -759

Net interconnect profit Rands million 1,073 1,139 66

Subscribers in million 18.8 22.8 4

Operating profit margin 36.8% 37.3% 0.5%

Operating profit Rands million 15,522 16,671 1,149

Traffic (million of minutes) 30,233 35,029 4,796

Prepaid minutes of use (MOU) 95 97 2

Prepaid ARPU in Rand 106 91 -15

Implied minute prices (ARPU/MOU) 
Rand 1.12 0.94 -0.18

Source: Vodacom (2012a) segment analysisSource: Vodacom (2012a) segment analysisSource: Vodacom (2012a) segment analysis

Vodacom made R1.1billion net in the 2011-12 financial year 
(ending March 2012). Given that its operating profits, EBITA 
margins, subscriber numbers and traffic numbers are all up, 
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1The regulators concerned would do well to share the results of these studies with other regulators, because in vastly different environments the results have tended to be very 
similar.
2See, for example, Stork (2012) for OECD countries.
3This is often linked to the waterbed effect and the two-sided market argument. Examples include: 
http://www.vodafone.com/content/dam/vodafone/about/public_policy/policy_papers/public_policy_series_7.pdf, and 
http://stakeholders.ofcom.org.uk/binaries/consultations/wholesale/responses/vodafone.pdf (accessed 20 November 2012).

Table 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debateTable 2: Claims made by operators in termination rate debate
Date Source Author Title Claim

15 April 2010 Timeslive Zweli Mogata MTN, Vodacom to lose 
billions over new termi-
nation rates

MTN, Vodacom to lose billions 

17 May 2010 News Today Candice Jones & 
Nicola Mawson

Rate cuts cost Vodacom 
R200million

Vodacom CFO Rob Schuter said net interconnect 
revenue is down from R2billion to R1.75billion, a 
massive 10% loss 

22 July 2010 News Today Leigh-Ann 
Francis

Rate cuts knock Vodacom Cost Vodacom close to R400million in one quarter

1 March 2011 ITWeb Leigh-Ann 
Francis

No winners from inter-
connection cuts

Staff retrenchment to offset impact
CFO Robert Shuter: Vodacom will incur R800-
900million loss in revenue

17 May 2011 ITWeb Nicola Mawson Two more years of inter-
connection pain

Vodacom lost R1.5billion in revenue, net interconnect 
loss of R500million (quoting CFO Rob Shuter)
MTN: R 2.5billion lost in revenues
Telkom: interconnect revenue dropped 37.4%

28 March 2012 businesstech (inter-
view on Radio 702)

Rudolph Muller Lower interconnect rates 
mean higher retail prices

“I know that it is counter intuitive, but it is what 
happens,” said Knott-Craig, Cell C CEO



Stork, C and Gillwald, A (2014) Link between termination rates and retail prices in 
Namibia, Kenya and South Africa, Telecommunications Policy, Volume 38, Issues 8–9, 
September 2014, Pages 783-797, Elsevier, Pergamon.

Call termination rates

‣ No Waterbed Effect in Namibia, Kenya, Botswana, South 
Africa or Nigeria 

‣ Two-sided market argument can clearly be rejected 
‣ Retail prices decrease after termination rate cuts 
‣ Operators pursue different pricing strategies 
‣ Cost based termination rates lead to more competition: 

‣more subscribers 
‣more traffic 
‣more investment 
‣ bigger pie of revenues to share among operators
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http://www.sciencedirect.com/science/article/pii/S0308596114000974
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Akamai has released its Q4 2014 State of the Internet report, which shows that South Africa is the only country in the Europe, Middle East, 
and Africa (EMEA) region which failed to meet basic broadband standards. 
The report further showed that South Africa’s average broadband speed and average peak broadband speed significantly declined quarter-
over-quarter. 
Akamai’s State of the Internet report is based on data gathered from the company’s “Intelligent Platform”, and provides insights into global 
connectivity and Internet metrics. 
The latest report showed that South Africa performed dismally when it came to broadband speeds and broadband adoption rates. 
Average broadband speeds 
According to the report, the global average connection speed remained 4.5Mbps, virtually unchanged from the third quarter. 
South Korea has the highest average connection speed at 22.2Mbps, despite a 12% decline from the third quarter. 
South Africa recorded an average broadband speed of 3.2Mbps – the only country in the EMEA region which failed to meet the “broadband” 
threshold of 4Mbps. 
A further shock was that South Africa showed a decline in average broadband speeds – down 9.9% quarter-to-quarter.

FACT : SA only sub-Saharan country in 
 index, Morocco and Egypt in Africa

http://www.akamai.com/stateoftheinternet/index.html


Examine the evidence of the global evidence of ICT 
development

Closing remarks

‣ Unevenness of indicators, reflection of uneven development (self 
perpetuating, vicious or virtuous cycle). 

‣ Assumptions behind global indicators and indices reflect the political 
economy of mature economies and democracies of the North. 

‣ Very different access and use trajectories in Global South make some 
standard indicators meaningless and others very difficult to gather. 

‣ International indices reflect dominant/instrumental reform agenda 

‣ What are the underlying data sources and how effective are they are 
performance indicators  

‣ Case of pricing/affordability 

‣ EXERCISE: What data (analysis) is required/available for post-
instrumental approach to policy and regulation?
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