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FOREWARD

It is my pleasure to introduce readers to the collaborative African Competition Forum (ACF)
roaming cross-country study. The completion of this collaborative study comes when much
of the world has adopted a hybrid approach to work following the Covid19 pandemic. With
an increase in remote working possibilities, travel is on the rise and seamless connectivity
en route and outside a traveller's home jurisdiction has become paramount. in order to
maximise African economic participation in this fluid and digital economy, mobile networks
must facilitate connectivity at affordable roaming charges.

However, as the roaming study points out, the regulation of roaming rates across borders
presents unique challenges. Given the international nature of mobile roaming and the
fact that wholesale roaming costs are set outside the home country’s jurisdiction, the
reduction of roaming charges by way of regulation will not be effective if only implemented
by the regulator of the home country. The national regulator of the home country cannot
regulate the wholesale charges set by an operator in a different country. These are the
same challenges that led Europe, in 2014, to establish a single market for electronic
communications within the European Union and to abolish roaming charges in their RLAH
or roam-like-at-home regulation, which is discussed in more detail in the study. Thus, to
ensure that international roaming prices are efficient, national authorities must coordinate
the regulation of wholesale and retail international roaming charges. The African Continental
Free Trade Area (“AfCFTA”) presents both the infrastructure, opportunity and political will to
achieve such a coordinated outcome for the benefit of all Africans.

To aid this continental conversation, the ACF roaming study can serve as a useful reference
document for understanding how mobile sectors operate in the various jurisdictions
represented in the report; for understanding the state of competition within these sectors;
for an exposition of roaming charges across jurisdictions and for recommendations for
appropriate regulations to address concerns identified in the report.

There are eight ACF members that have contributed to this study, namely Angola, Botswana,
COMESA, Kenya, Mauritius, South Africa, Zambia and Zimbabwe. The objectives of the
ACF roaming study are (1) to understand the market structure, bargaining dynamics,
state involvement and the regulatory setting of the telecommunications industry in the

jurisdictions of ACF members, with a particular focus on the determination of roaming
charges that impact continental trade and tourism; (2) to get an understanding of the
competition concerns that exist regarding roaming charges in the different ACF member
countries; and (3) to provide a platform for identifying regional and continental priorities in
respect of roaming on the African continent. Each chapter contains interesting insights on
voice and data roaming, how they compare across jurisdictions and what may have led to
the sometimes alarming differences in roaming charges across jurisdictions.

I would like to thank all the contributors, from researchers to writers, editors and designers
for producing a comprehensive report which will undoubtedly prove useful for years to
come. We trust this collaborative publication from ACF member bodies will contribute to
the growing body of knowledge in this area and add weight to the call for an intentional and
harmonious approach to regulating international roaming charges.

Ms. Doris Tshepe

CHAIR OF THE AFRICAN COMPETITION FORUM






OVERARCHING CHAPTER




CONTEXT

1. Cross-border interconnection plays an important role in facilitating increased
competition in domestic markets and increased integration across borders. High
international roaming tariffs have long been viewed as an obstacle to cross-border
trade and the free movement of persons. Given the high and increasing levels of
mobile penetration in Africa, excessive international roaming tariffs on the continent
serve as a penalty on regional cooperation and economic activity. Evidence to date
from studies evaluating the European Union’s (the “EU’s”) Roam-Like-At-Home
regulation (“RLAH”) have demonstrated that the elimination of roaming surcharges
has resulted in an increase in total welfare of domestic costumers, driven by consumer
surplus gains that far outweigh the reduced profitability of mobile network operators
(“MNOs”).- As of the end of March 2018, the consumption of mobile data by travellers
increased fourfold on average and the number of calls increased by a factor of 1.7
on average compared to before the implementation of RLAH.: The regulation also
brought significant benefits to businesses by triggering gains in productivity and
expenditure for business travellers.-

2. Given the international nature of mobile roaming and the fact that wholesale roaming
costs are set outside the home country’s jurisdiction, the reduction of roaming prices
by way of regulation will not be effective if only implemented by the regulator of
the home country. The national regulator of the home country cannot regulate the
wholesale prices set by an operator in a different country. While a national regulator

1 Canzian, G., Mazzarella, G., Verboven, F., Verzillo, S., and Ronchail, L. (2021) Evaluating the Impact of Price Caps - Evidence from the European Roam-Like-
at-Home Reguiation. CESifo Working Paper, No. 9303, Center for Economic Studies and ifo Institute (CESifo), Munich. Available at: https.//www.econstor.eu/
bitstream/10419/245484/1/cesifo1_wp9303.pdf [Last accessed on 24 March 2022]

2 Martin Quinn, Miguel Godinho de Matos, Christian Peukert (2022) The Welfare Effects of Mobile Internet Access — Evidence from Roam-Like-at-Home. CESifo
Working Paper, No. 9612, Center for Economic Studies and ifo Institute (CESIfo), Munich. Available at: https.//www.cesifo.org/DocDL/cesifol_wp9612.pdf [Last
accessed on 24 March 2022]; Canzian, G., Mazzarella, G., Verboven, F., Verzillo, S., and Ronchail, L. (2021) Evaluating the Impact of Price Caps - Evidence from
the European Roam-Like-at-Home Regulation. CESifo Working Paper, No. 9303, Center for Economic Studies and ifo Institute (CESifo), Munich. Available at: https://
www.econstor.eu/bitstream/10419/245484/1/cesifo1_wp9303.pdf [Last accessed on 24 March 2022]

3 European Commission (2018) Report from the Commission to the European Parliament and the Council on the implementation of Regulation (EL)) 5631/2012 of
the European Parliament and of the Council of 13 June 2012 on roaming on public mobile communications networks within the Union, as amended by Regulation
(EU) 2015/2120 and Regulation (EL) 2017/920. Brussels, 12 December 2018. Available at: https.//web.archive.org/web/20181214195853/htips.//ec.europa
eu/newsroom/dae/document.cim?doc_id=56174 [Last accessed on 5 April 2022]

4 BELTUG (2018). Roam like at home in the business market. October 2018.

can ensure that retail roaming prices are reflective of the costs faced by the MNOs
under its own jurisdiction, it cannot ensure that the costs faced by these domestic
MNOs that are levied by other country MNOs — and, ultimately, the place an upward
pressure on the retail roaming prices faced by the customers of these MNOs — are
efficient and reflect the actual costs of providing roaming services. Thus, to ensure
that international roaming prices are efficient, it is imperative that national regulators
coordinate on the regulation of wholesale and retail international roaming prices.
African heads of state declared that free trading would officially begin on 1 January
2022 under the rules of the African Continental Free Trade Area (*“AfCFTA”): and the
second phase of negotiations are now underway.: As such, the need for a coordinated
regulatory response to curb roaming surcharges and harmonise the regulation of
roaming on the continent has become more pressing.

Opponents to regional roaming regulations that apply roaming at home country tariffs
typically argue that such regulations would introduce distortions in the market(s) for
international roaming services:

3.1 Overconsumption: if retail roaming prices are set at levels equivalent to national
prices, then the price of roaming services would be below the additional cost
of providing international roaming services.

3.2 Harm to the long-run profitability of MNOs: the main effect of the regulations
would be a transfer of surplus from producers to consumers, which would
discourage investments to achieve lower costs by MNOs.

3.3 Redistribution of surplus among different consumer groups: frequent travellers
would benefit at the expense of non-travellers due to the waterbed effect,
where operators raise domestic prices to compensate for the loss of roaming
revenues.

5 Ighobor, K. (2022) One year of free trading in Africa calls for celebration despite teething problems. African Renewal, United Nations, 5 January 2022. Available at:
httos://www.un.org/africarenewal/magazine/january-2022/one-year-free-trading-africa-calls-celebration-despite- teething-problems [Last accessed on 14 July 2022]

6 James, N. (2022). Preparations under way for AICFTA's long implementation voyage. Engineering News, 4 March 2022. Available at: https.//www.engineeringnews.
co.za/article/preparations-under-way-for-afcftas-long-implementation-voyage-2022-03-04-1 [Last accessed on 14 March 2022]



4.  However, evidence from the EU’s RLAH experience demonstrate that these concerns
are largely unfounded or have been consciously mitigated by regulatory design. To
prevent overconsumption, the RLAH regulations included a fair use policy intended
to prevent consumers from engaging in permanent roaming: or other abusive or
anomalous use of roaming services. While MNOs did experience a net decrease
in profits,» these losses were dwarfed by the consumer surplus gains,: which were
estimated at almost double the decrease in profitse.» Furthermore, the RLAH
regulations included sustainability derogations, which would allow operators to apply
roaming surcharges every year if these operators could demonstrate that they could
not afford to implement the roaming provisions. Wholesale price caps were also not
set too low to preserve MNOs’ incentives to invest in infrastructure, but low enough
to compensate smaller operators that suffer the most from retail roaming revenue
losses.» To date, there has been no evidence demonstrating the so-called a possible
waterbed effect in response to the roaming regulations — there has been no observed
increase in MNOs’” domestic prices following the implementation of RLAH. =

5. Given the substantial gains that have been observed in the EU, it is apparent that
regional cooperation on the regulation of international roaming has the potential to
result in substantial benefits to consumers and businesses in Africa. The inclusion of
safeguards such as the Fair Use Policy and the sustainability derogations have proven
robust at preventing potential distortions in the relevant markets and the anticipated
harms predicted by opponents to the regulations have not come to fruition.

7 Permanent roaming is when a consumer subscribes to a foreign operator with low prices and uses their services in their home country

8 Outbound retail profits decreased by 1.4 billion Euros, while wholesale roaming profits increased (due to increased volumes) by 310 million Euros. The net change
in profitability was estimated to be a decrease of just over 1 billion Euros.

9 The total increase in consumer surplus has been estimated at almost 2 billion Euros.
10 The total increase in consumer surplus has been estimated at almost 2 billion Euros.

11 Canzian, G., Mazzarella, G., Verboven, F., VerZillo, S., and Ronchail, L. (2021) Evaluating the Impact of Price Caps - Evidence from the European Roam-Like-
at-Home Regulation. CESifo Working Paper, No. 9303, Center for Economic Studies and ifo Institute (CESifo), Munich. Available at: https.//www.econstor.eu/
bitstream/10419/245484/1/cesifo1_wp9303.pdf [Last accessed on 24 March 2022]

12 Canzian, G., Mazzarella, G., Verboven, F., Verzillo, S, and Ronchail, L. (2021) Evaluating the Impact of Price Caps - Evidence from the European Roam-Like-
at-Home Reguiation. CESifo Working Paper, No. 9303, Center for Economic Studies and ifo Institute (CESifo), Munich. Available at: https.//www.econstor.e/
bitstream/10419/245484/1/cesifo1_wp9303.pdf [Last accessed on 24 March 2022]

13 Grzybowski, L. and Mufioz-Acevedo, A. (2021) Impact of Roaming Regulation on Revenues and Prices of Mobile Operators in the EU. CESifo Working Paper, No.
9235, Center for Economic Studies and ifo Institute (CESifo), Munich. Available at: https://www.cesifo.org/DocDL/cesifo1_wp9235.pdf [Last accessed on 6 April
2022)

6. The benefits experienced by consumers were disproportionately large for small, open
economies with a relatively large number of travellers, but also for those countries
that experienced high pre-regulation international roaming prices.~ There have long
been concerns that international roaming prices in Africa are high.

6.1 The dominant operator in Angola, Unitel, charges higher prices for roaming on
all services except for calls made locally in the roaming country. Data prices
are prohibitive with a flat rate applied in all the countries analysed.

6.2 Botswana is one of the countries with the highest voice roaming charges in
Africa, but fares better when it comes to mobile data with the 15th highest
data roaming charges out of 33 countries. Mobile operators also tend to
include exclusionary clauses in their wholesale roaming agreements with

MVNOs preventing these firms from offering competing roaming services.

6.3 Roaming prices for customers originating from COMESA are high, but lower
charges are observed for subscribers to MNOs that have an extensive
network within the common market, such as Airtel and Vodafone. Countries
with special regional or bilateral agreements also experience lower roaming

tariffs.

6.4 For Kenyan customers, regional dynamics play a significant role in the cost
of roaming. COMESA is the most expensive region, while the EAC is the
cheapest region. In spite of Airtel’s presence in 15 countries, Airtel Kenya has
the highest cost of roaming, while Safaricom has notable lower tariffs for other

countries where it has partner operations.

6.5 While Mauritius has some of the lowest roaming tariffs in the region,
benchmarking these against international long distance and local tariffs
indicate that roaming charges may still be high. The two dominant players in

Mauritius charge lower roaming prices, except for mobile data.

14 Canzian, G., Mazzarella, G., Verboven, F., Verzillo, S, and Ronchail, L. (2021) Evaluating the Impact of Price Caps - Evidence from the European Roam-Like-
at-Home Regulation. CESifo Working Paper, No. 9303, Center for Economic Studies and ifo Institute (CESifo), Munich, Available at: https.//www.econstor.e/
bitstream/10419/245484/1/cesifo1_wp9303.pdf [Last accessed on 24 March 2022]



6.6

6.7

6.8

The analysis of South Africa’s international roaming tariffs indicate that South
Africa’s tariffs are high, but they also vary significantly across the continent
dependent largely on the relevant MNO contracted within the visited country.
International roaming tariffs are lower when roaming on the network of an
MNO in the visited country that belongs to the same corporate group as the
South African MNO.

Lower roaming prices for subscribers of multinational MNOs were also
observed in Zambia with a substantial difference between the prices of Airtel
and Zamtel. This could also be explained by the much larger size of Airtel
in terms of subscribers. Data prices for customers roaming in land-locked
countries were relatively high compared to other countries.

In Zimbabwe, Econet holds a near monopoly position in the market and this
is reflected in its relatively low roaming prices, although there is some variation
depending on the partner country and service.

Various factors were identified in each of the country chapters to explain the

observed price outcomes and it is informative to disentangle the effects of each

using an econometric exercise. This analysis considers the effect of different regional

groupings, whether the home country MNO and roaming country MNO belong to

the same group of companies, and whether the home country operator is dominant,

where dominance is denoted by a market share of 40% or more in terms of the

number of subscribers.

7.1

The retail roaming price for calls made back to the home country are 23.75%
higher for countries belonging to the Arab Maghreb Union (“AMU”), 14.07%
higher for countries belonging to the Common Market for Eastern and
Southern Africa (‘COMESA”), 20.93% lower for countries belonging to the
East African Community (“EAC”), and 15.11% higher for countries belonging
to Economic Community of Central African States (‘ECCAS”) as compared
to countries that do not below to the respective regional communities. Other
regional communities did not have a statistically significant effect on roaming
prices. If the home country MNO and the roaming country MNO belong to the

7.2

7.3

7.4

same group of companies, roaming prices are 63.78% lower compared to
when they are not. If the home country operator is dominant, prices are 146%
higher as compared to when the home country operator is not dominant.

The retail roaming price for local calls made in the roaming country is 9.77%
higher from countries in the Community of Sahel-Saharan States (“CEN-
SAD”) and 14.41% lower from countries in the EAC as compared to countries
not in these regional communities. Other regional groupings did not have a
statistically significant effect on roaming prices. If the home country MNO and
the roaming country MNO belong to the same group of companies, roaming
prices are 62.99% lower compared to when they are not. If the home country
operator is dominant, prices are 204.78% higher than if the home country
operator is not dominant.

The roaming cost for receiving calls in the roaming country are 25.14%
higher for countries in the AMU, 7.36% higher for countries in COMESA, and
15.00% higher for countries ECCAS as compared to countries not in these
regional communities. Other regional groupings did not have a statistically
significant effect on roaming prices. If the home country MNO and the roaming
country MNO belong to the same group of companies, roaming prices are
31.35% lower compared to when they are not. If the home country operator
is dominant, prices are 193.78% higher than if the home country operator is
not dominant.

The retail roaming price per SMS sent in the roaming country is 17.00%
higher for countries in the AMU, 8.65% higher for countries in CEN-SAD, and
12.46% lower for countries in the EAC as compared to countries not in these
regional communities. Other regional groupings did not have a statistically
significant effect on roaming prices. If the home country MNO and the roaming
country MNO belong to the same group of companies, roaming prices are
42.03% lower compared to when they are not. If the home country operator
is dominant, prices are 170.01% higher than if the home country operator is
not dominant.



7.5 The price for data per MB is 50.98% higher for countries in the AMU, 26.86%
higher for countries in COMESA, 29.65% lower for countries in the EAC, and
29.28% higher for countries in the Intergovernmental Authority on Development
(“IGAD”) as compared to countries not in these regional communities. Other
regional groupings did not have a statistically significant effect on roaming
prices. If the home country MNO and the roaming country MNO belong to
the same group of companies, roaming prices are 135.77% lower compared
to when they are not. If the home country operator is dominant, prices are

479.58% higher than if the home country operator is not dominant.

The results suggest that there is a clear downward pressure on roaming prices when
the home country belongs to the EAC, which reflects the success of the region in
controlling international roaming prices. Prices are also depressed when the home
country operator of the subscriber and the roaming country operator that the
subscriber uses in the visited country belong to the same multinational group of
companies. Prices are inflated when the home country operator is dominant, which
suggests that dominant firms do not have an incentive to charge their subscribers
lower prices for roaming as customers do not respond to price changes in international
roaming when choosing their mobile operator and have the ability to secure excess
margins without the risk of losing subscribers.

STUDY OBJECTIVES

The study has the following objectives:

9.1 To understand the market structure, bargaining dynamics, state involvement
and the regulatory setting of the telecommunications industry in ACF member
countries, with a particular focus on the determination of roaming charges
that impact continental trade and tourism;

9.2 To get an understanding of the type of competition concerns that exist

regarding roaming charges in the different ACF member countries; and

9.3

To provide a platform for identifying regional and continental priorities in
respect of roaming African continent.

METHODOLOGY AND SCOPE

10.

11.

12.

The scope of the study is limited to the provision of international roaming voice and
data services between or among African states. The study does not consider fixed-
line telecommunications services and does not consider the provision of SMS over
SIM-supported mobile devices.

International roaming markets are assessed based on MNO pairs within country-to-
country pairs. Thus, the study considers voice and data services offered between all
MNO pairs for the respective country pairs.

The December 2021 roaming charges are used in the study and such data was
procured from Tarifica and shared with the participating countries. Tarifica was not
able to provide historical data. Prices were collected by Tarifica in the local currency
of the MNOs and have been converted to United States Dollars using the average
exchange rate during December 2021.



REGIONAL AND CONTINENTAL PRIORITIES

13.

14,

A recurring theme across the different country chapters is the stark difference in
roaming price outcomes for customers roaming in countries that are members of
the EAC versus those that are roaming in other African countries. Similarly, several
chapters identified the high cost of roaming when travelling to countries in COMESA.
It is apparent that the EAC has made the most progress in reducing and harmonising
roaming charges within the region. This was made possible largely by the adoption and
successful implementation of the One Network Area (ONA) roaming initiative. While
the SADC region has also adopted roaming regulations, progress has stalled and
roaming prices for visitors to the region remain stubbornly high. Regional economic
communities would do well to emulate the approach undertaken in the EAC to lower
roaming prices, as these have proven to be the most effective and it would serve the
dual purpose of implementing a harmonised regulatory regime across the continent.

The other significant observation from this study is the lower cost for roaming when
roaming on a network that is part of the same multinational group as the home
country operator, which reflects the bargaining power dynamics at play between
MNOs in different countries. This suggests that a regulatory intervention involving
the application of non-discrimination rules to wholesale roaming agreements may
prove effective in reducing retail roaming prices for stand-alone MNOs. Such an
intervention would be particularly effective in reducing the retail roaming prices faced
by subscribers of these independent MNOs in countries where multinational MNOs
operate.

AGENCY PARTICIPATION

15. Eight (8) ACF member country/regional competitions authorities participated in

this study on international roaming charges in Africa. The participating regulators
include the Autoridade Reguladora da Concorréncia of Angola, the Competition
and Consumer Authority of Botswana, the COMESA Competition Commission,
the Competition Authority of Kenya, the Competition Commission of Mauritius, the
Competition Commission of South Africa, the Competition and Consumer Protection
Commission of Zambia, and the Competition and Tariff Authority of Zimbabwe.

STRUCTURE OF THE REPORT

16. The remainder of this study consists of separate chapters prepared by each of the

participating regulators on roaming charges within their jurisdictions. Chapter 1
consists of the contributions made by the Autoridade Reguladora da Concorréncia
of Angola. Chapter 2 contains the contributions prepared by the Competition and
Consumer Authority of Botswana. Chapter 3 contains the contributions prepared by
the COMESA Competition Commission. Chapter 4 consists of the contributions made
by the Competition Authority of Kenya. Chapter 5 includes the contributions prepared
by the Competition Commission of Mauritius. Chapter 6 covers the contributions
prepared by the Competition Commission of South Africa. Chapter 7 covers the
contributions prepared by the Competition and Consumer Protection Commission
of Zambia. Finally, Chapter 8 covers the contributions made by the Competition and
Tariff Authority of Zimbabwe.



ANGOLA

CHAPTER 1




INTRODUCTION

1. Technology plays a key role in how markets evolve, and cross-border interconnection
is no different. Since most of Angola’s telecom is access through a mobile phone-.
International roaming has the potential to bring about benefits to consumers and

businesses by allowing for better trade and movement of travellers.

2.  However, such potential is highly dependent on the degree of competition. Its
absence could lead to higher tariffs which could, in turn, limit regional cooperation,

free movement of people and economic activity.

“the cost of roaming charges in Africa”, presents an important opportunity for the
Competition Regulatory Authority to launch the present study in order determine the
cost of roaming charges in Angola, in compliance to the Competition Act (approved

by Law 5/18, of 10 May).
4.  The current study is organized by following sections:

4.1 An overview of the telecom sector and mobile roaming in Angola;
4.2 Study objectives;

4.3 The methodology and scope applied in the report;

4.4 Value chain;

4.5 The general state of competition in the sector;

4.6 Cost of roaming;

4.7 Competition concerns in the market;

4.8 Regional and continent priorities;

4.9 Recommendation to address competition concerns

1 INACOM (2021) Estatisticas de Teledensidade em 2021, Available at. https://inacom.gov.ao/ao/mercado/estatistica/teledensidade/ [Last accessed: 12 April]

In this context, the African Competition Forum’s (ACF) cross country study on

AN OVERVIEW OF THE TELECOM SECTOR AND
INTERNATIONAL MOBILE ROAMING IN ANGOLA

The telecom sector is a key factor of competitiveness, as its performance can
transversally contribute to others that can benefit from digital services and innovation
to provide products and services at a better quality and even reach new markets
(including those outside Angola).

In Angola, the market of services provision has significantly expanded after the
liberalization started in 2001. In 2019, the Telecom sector was directly responsible
for around 1.2% of the National Gross Domestic Product. Nevertheless, there remain
signs of sub-optimal performance and room for progress.

Poor infrastructure significantly hinders information and communications technology
(ICT) access, though it is improving somewhat. The country’s fractured electricity
system serves 73.7 percent of the urban population as of 2018 and power outages
tend to happen, forcing operators to invest in back-up generators.

The Angolan mobile services market is dominated by two first entrant companies,
UNITEL and MOVICEL. UNITEL entered the market in 2001, joining state-owned
incumbent (but later mostly privatized from another major player, ANGOLA TELECOM),
MOVICEL. Together, both these mobile network operators (MNOs) represent the
whole market, although a few licensed mobile virtual network operators (MVNOs) are
yet to provide such services and provide a competitive balance the market.

Although mobile phone is the most used means of communications, only few
Angolan households have access to a mobile device as the country only has a mobile
penetration rate: of 46,51%. The number is even lower than a year before proving that
increases in penetration rates have been lagging behind population growth trends.

2 INACOM (2021) Estatisticas de Movel Celular em 2021. Available at: https.//inacom. gov.ao/ao/mercado/estatistica/movel-celular/ [Last accessed: 1 February]



Figure 1: Telecom Penetration Rate, by Service Figure 2: Internet Connectivity: Fixed vs. Mobile

60 - Fixed - Mobile - Internet

54%

52% o g
i | 49% I Mobile I Fixed

47% 47% 5% 47% 47%
2019
2018
23% 22%, 23%
20%
15% 16% 2017
06 06 04 049 0,49 2016

2014 2015 2016 2017 2018 2019 2020 3Q2021

40

30

20

10

02 04 06 08 0 100

Source: INACOM

10. Mobile phone is not only used for voice communication. It is used to connect most  source: IvAcom

. . . ’ Notes: Data for the following years not readily available.
households to the internet — with less than 3% being connected through fixed means.: oo v

11. Angolan mobile users can pay for their service on a subscription basis (pre-paid) or Figure 3: Pre-Paid and Post-Paid Numbers, 3Q2021

contract basis (post-paid). However, post-paid accounts for less than 2% of total

subscription with the majority of users preferring pre-paid.:
1%

12. The COVID-19 pandemic has contributed to the accelerated shift from voice to data
which now stands at 3G (85%) and 4G (13,8%) coverage in 2020.= There are also
talks of 5G implementation in the near future.

Source: INACOM



13.

The Ministry of Telecommunication and Information Technology oversees the policy
in the sector, while the Angolan National Institute of Telecommunications (INACOM)
is responsible for regulation. In terms of legislation, the mobile sector is governed by

the following:
13.1  Telecommunications Act;
13.2  Ministry of Posts and Telecommunications Statutes;
13.3  Rules for access to and provision of public telecommunications services;
13.4  The Strategic Plan on licensing of electronic communications operators
(PERL);
13.5  The new General Regulation for Electronic Communications (RGCE);
13.6  The Strategic Plan for Radio Spectrum and Numbering (PEERNUM).
13.7  Other government policies in the sector include: (i) the National Development

Plan (PDN 2018-2022) and (ii) the Telecommunications White Paper.

STUDY OBJECTIVES

14. The main objectives of the present study are:

14.1 To understand the market structure, bargaining dynamics, state involvement
and the regulatory setting of the telecommunications industry in ACF member
countries, with a particular focus on the determination of roaming charges

that impact on continental trade and tourism.

14.2  To get an understanding of the type of competition concerns that exist in

regard to roaming charges in the different ACF member countries; and

14.3  To provide a platform for identifying regional and continental priorities in

respect of the telecommunications industry.

METHODOLOGY AND SCOPE

15.

16.

17.

18.

19.

20.

The methodology applied in the current study follows ACF’s guidelines. Thus, the
scope of the present study is limited to the provision of international roaming voice
and data services over SIM-supported mobile telecommunications devices to
consumers in the respective participating countries when travelling abroad to major
trade partners and/or member states of regional customs and monetary unions.

The study does not consider fixed line telecommunications services and does not
consider the provision of SMS over SIM-supported mobile devices.

International roaming markets are assessed on the basis of mobile network operator
(“MNQ”) pairs within country-to-country pairs. Thus, the study will consider voice
and data services offered between all MNO pairs for each home country-visited
country pair, where the home countries are restricted to the countries participating
in this study and the visited countries are restricted to the major trade partners and
members of regional trade groups.

The roaming charges that will be assessed are those rates that prevailed during
December 2021. To further ensure consistency between the country chapters, the
roaming price data used in each country chapter will be procured collectively from
the same source(s).

However, it is recognised that it may be necessary to supplement this data with
desktop research if the data has any issues or if the dataset is incomplete.

Additionally, data collected from previous interactions with the Angolan National
Institute of Telecommunications (INACOM) was also consulted for a better
understanding of the sector’s policies and market structure in regard to the mobile
roaming network. However, only intel that was greenlit or publicly made available by
the Regulator was used while conducting the study at hand.



VALUE CHAIN

21. Understanding how the mobile network services operates is key to understanding
mobile roaming. The mobile roaming telecommunication sector is essentially split
into: (i) wholesale roaming services market and (i) retail roaming services market-.
In this specific sector, MNOs tend to be vertically integrated while operating at both
levels of the value chain.

Figure 5: International Roaming operations
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sSource: Hecreated by AKU

22. Wholesale roaming services are services that a mobile network operator of a specific

country (“visited operator”) offers to a mobile operator licensed in another country — 23.

(“home operator”), that enables a subscriber of the latter to use the network of
the former:. At this level, MNOs tend to operate by building radio access physical
infrastructure network across a given country. to enable connection across
subscribers and network operators through all networks in the supply chain (cores,

transportr and access).
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At the wholesale level, competition take place in terms of the coverage, quality of
signal and technology used directly affecting the quality of services offered in the retail
market. In that sense, the absence of coverage in a specific location may limit mobile
service usage. The same can be said for quality at signal strength of technology
available (for example, 2G, 3G, or 4G) is determinant for the type of experience a
subscriber will have when requesting for a service.

On the other hand, retail roaming services market includes the services an MNO
offers its subscribers, by allowing them to use their subscription in visited countries,
while using the network of mobile operators licensed in such countries. In order to
provide the best service to their customers, home MNOs will maximise coverage by
concluding international roaming agreements with a maximum number of (i) mobile
network operators and (i) of countries where such services exist and are sold to
virtually increase coverage.

At retail level, competition takes place through the pricing of the retail services and
the promotions that each MNO makes to attract customers=.

In simple terms, international mobile roaming» can be understood as a service that
allows users to use their mobile devices while visiting another country.

ds/2012/08/GSMA-Mobile-roam-



27. The most common international roaming service include, but are not limited to, the
following:

27.1  Voice services: making and receiving calls to or from home country, visited

country, while abroad;

27.2  SMS: sending and receiving text messages to or from home country, visited
country, while abroad;
27.3 Data services: the use of mobile devices to access the internet to download

and upload data, while abroad.

28. In other words, roaming extends home operator’s retail voice services’ coverage,
allowing the mobile user to continue using their home operator phone number and
data services within another country. Such coverage extension is enabled by a
roaming agreement at the wholesale level between a mobile user's home operator
and the visited mobile operator network that addresses the technical and commercial
components required to enable the servicer.

29. Whenever a subscriber travels, his device attempts to communicate with the visited
country’s mobile network. Should the subscriber’s Home Network have an agreement
with one of the visited networks’ MNO, that call is then routed by the visited network
towards an international transit network. It is then, the international transit network
carrier’s responsibility to connect the call.

30. The visited network takes the same opportunity to request intel from the home
MNO on the subscriber and creates a temporary record for the authorized device. In
turn, the home MNO updates its user’s list on the device’s location to allow for the
appropriate routing of the call made.

sh.pdf [Last accessed: 29 April]

16 Ibid.

Figure 6: Commercial links for International Mobile Roaming
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31. The figure best explains the process~ a subscriber (Mobile User A) in Angola has
an international roaming service with its home operator (Home Operator) and
is automatically connected to a visited network (Visited Operator A) in the visiting
country while roaming through the roaming agreement. Mobile User A is automatically
granted access to Visited Operator A's network when he arrives the visited country by
an exchange of data between Home Operator and Visited Operator A, where Visited
Operator A confirms Mobile User A is a roaming customer with Home Operator.
As such, the wholesale roaming agreement between Visited Operator A and Home
Operator determines the data provision to the visited operator.

17 Ibid.



32.

33.

34.

Home Operator normally has wholesale roaming agreements with more than one
MNO in the visited country, which in this case is Visited Operator A and Visited
Operator B, another operator in the same country. As a result, Mobile User A can
call home using either visited operator networks, since both use international transit
services to carry back to the Mobile User A's home country.

In concept, roaming is similar to a call forwarding arrangement: (i) callers use their
habitual phone number, (i) the home network hands the call over to the host network,
and (iii) the host network passes the call to the customer’s mobile phone.=

Commercial-wise, roaming charges are normally much higher than termination rates
within the home operator’s area. Subscribers normally pay a fee that is made up of
roam plus usage charge.

GENERAL STATE OF COMPETITION IN THE SECTOR

35.

This section discusses the state of the competition in the Angolan mobile services
market regarding market structure, market shares, and barriers to entry.

MARKET STRUCTURE

36.

37.

18 Ibid.
19 Ibid.

The Angolan mobile services market is made up by two operators licensed by the
regulator, INACOM: they are UNITEL S.A. and MOVICEL Telecomunicagbes S.A.
Both operators are the oldest MNOs in Angola having both entered the market in
2001. Although some existing operators hold MVNOs services licenses», they have
yet to execute such licenses as they prefer to offer other services.

Both MNOs either own or control all elements needed to deliver the services to the
end user: radio spectrum, infrastructure, billing, and customer care services.

20 Source; INACOM.

38.

For international connectivity, the Angolan network, which operates by fibre optics
submarine cables, uses the following routes that also provide redundancy:

38.1  the West Africa Cable System (WACS) consortium - connecting South Africa

to Europe;

38.2  the South Atlantic 3 (SAT3/WASC) — also connecting South Africa to Europe;

and

38.3  the South Atlantic Cable System (SACS) — connecting Angola to Brazil. Both
UNITEL and MOVICEL are shareholders of Angola Cables, the main fibre optic

telecommunication system operator (on WACS and SACS).

UNITEL S.A.

39.

40.

UNITEL is a private Angolan mobile phone which entered the market as a joint-stock
company in 2001 and is the major provider of mobile services (voice, data, and SMS)
with nationwide coverage. Contracts are available as post-paid and pre-paid and
company also provides mobile roaming services to incoming and outgoing travellers
through various roaming agreements, with the most accessible in Africa being to
Mozambique, South Africa, and Nigeria-.

UNITEL is mostly owned by Angolan state-owned oil company Sonangol, which
holds 75% of its shares having bought it from private companies in recent years. The
company owns and controls all elements needed to deliver the services to the end
user: radio spectrum, infrastructure, billing, and customer care services. As of 2021,
UNITEL had around 13 million mobile services customers.

21 UNITEL (2022). Tariférios de Roaming. Available at:https://unitel.ao/particulares/roaming/estalistica/movel-celular/ [Last accessed: 25 April]



MOVICEL TELECOMUNICAGOES S.A.

4.

42.

MOVICEL, the smaller of the two Angolan mobile phone companies, was originally
funded in 2003 as a subsidiary of the state-owned ANGOLA TELECOM. Just as its
competitor, the company is the second major provider of mobile services (voice,
data, and SMS). Contracts are also available as post-paid and pre-paid and the
MOVICEL also provides mobile roaming services travellers through various roaming
agreements, with the most accessible in Africa being to Namibia and South Africa=.

While the company’s shares have been mostly sold to various private companies,
around 20% remain as state-owned. Just as its competitor, MOVICEL owns all
elements needed to deliver the services to the end user: radio spectrum, infrastructure,
billing, and customer care services. As of 2021, MOVICEL had around 1,4 million
mobile services customers, a sharp decrease from its earlier numbers.

MARKET SHARES

43.

44.

The Angolan mobile network services market is led by UNITEL, which holds 90% of
the market with 13 million subscribers, in the market’s duopoly. The remaining 10%
is held by MOVICEL 1.4 million subscribers.

From 2017 to 2021 UNITELs market share increased from 75% to 90%, whereas
MOVICELs market share declined from 25% to 10%.= Table 1 shows the market
share of the two mobile network operators in terms of mobile subscribers in 2021.

Table 1: Market shares of MNOs in Angola

2017 2018 2019 2020 2020
MOVICEL (market share %) | 25% 25% 18% 14% 17%
UNITEL (market share %) | 75% 75% 82% 86% 83%
Total Subscribers (Millions) | 13.32 13.32 13.28 14.83 14.64

Source: INACOM (HHI calculated by ARC)

22 MOVICEL (2022). Roaming. Available at: https.//movicel.co.ao/roaming/ [Last accessed: 25 April]

Figure 7: MNQO’s Herfindahl-Hirschman Index
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45, During the same period (2017 — 2020), the industry’s Herfindahl-Hirschman Index:
(HHI) increased from 6295 to 8200, well-above the 2500 mark considered by
authorities, indicating a highly concentrated market.

46. The retail market structure in the Angolan telecom market is closely related to the
dynamics concerning investments in and access to infrastructure by MNOs.

47. As first entrants in the market, for example, UNITEL and MOVICEL (through its
shareholder, Angola Telecom) were able to build networks with national coverage. This
results in an advantage that could force future entrants either use the incumbents’
infrastructure or invest on new ones to provide their services. Either choice would
result in an increase in initial higher costs and prices and a resulting difficulty to
compete with incumbents, who already own infrastructure with coverage and a
stable quality.

BARRIERS TO ENTRY

48. As analysed above, the almost non-existence of new entries (MNOs and MVNOs) in
the Angolan mobile market suggest that, the following barriers may have contributed
to the observed levels of high concentration:

24 Markets in which the HHI is between 1,500 - 2,500 poinis are considered to £ rately concentrated. Those markets with an excess of 2,500 points are

considered to be highly concentrated. Available at: htips.//www.justice.gov/atr/! hman-index




48.1 Cost of entry: Entrance in the market is expensive as the CAPEX needed
to build a robust enough network to compete is enough to deter challenger
MNOs. Adding to the equation, is the matter of guaranteeing investment
payback and still being able to compete in price and volume with incumbents
that benefit of historic access to consumers and eventual network effects

(which would, in itself, limit costumer switching)

48.2  Spectrum: Transmission from the base station or tower to the customer’s
device requires spectrum. Since MNOs use different bands of spectrum
to offer services such as 3G and 4G, new entrants can be kept out of the
market. The regulator, INACOM, plans to begin the spectrum auctions, but

this has been delayed.

48.3  Incumbents’ strategic response: The incumbent MNOs tend to have the
financial and technical resources and customer relationships to ward against
challengers. The more vertically integrated they are, the harder it is to compete
against mechanism that might include advertising, increase of switching costs

and even promotions not easily replicated by challenger MNOs.

48.4  Regulatory and policy barriers: The lack of effective regulatory enforcement
is a concern in the Angolan mobile market. Specifically, non-enforcement of
infrastructure sharing can be limiting to challenger MNO’s reach and growth.
Where access is possible, due to the low penetration rates of the market, it
tends to not be financially viable in the short run, to compensate for the high

costs.

REGULATORY AND LEGISLATIVE FRAMEWORK

49. In Angola, the national regulator for the electronic communication industry, INACOM,
was established in 1999 as an independent institution under the Ministry of
Telecommunications. In addition to regulating and monitoring telecommunications, it

is responsible for the allocation, management, and taxation of bandwidth.

50. There are two types of authorization for public services provision:

50.1 Concession: which is awarded through a tender or directly to a specific entity.
Concessions can be awarded as a global unified title (Titulo Global Unificado,
TGU), allowing its holder to provide any electronic communications service —
including fixed, mobile, cable television, etc. - for a period of 15 renewable

years; and

50.2 License: issued by the regulator, upon request of an interested party. Licenses
must be technologically neutral and can be a multiservice nature= (Licenca
Multisservicos, LMS), being issued solely for the provision of the services

identified by the applying entity, for a period of 10 renewable~ years.

51. While there are many licenses issued (for various types of services), some of
which inactive, they do not allow for the provision of mobile roaming. In order to
provide mobile roaming services, an operator requires a global unified title — at the
moment granted to the three major market players: ANGOLA TELECOM, MOVICEL
and UNITEL - which allows for access to scarce resources: such as number and
spectrum. Access to both is not simple and is regulated by INACOM.

52. Interms of legislation, the mobile sector is governed by the following:

DECREE N°. 3/04, JANUARY 9 - TELECOMMUNICATIONS PUBLIC SERVICES PRICING

REGULATION

53. This document establishes the pricing regime to be adopted by public operators, their
agents, and intermediators, both at the service provision and at the public network
interconnection level.

25 Sub-concessi lowed the 3rd year after the signing of the contract. In case of the use scarce resources (Spectrum or numbering), such sub-concession
s subject to the regulator's evaluation and green light. Vieira de Almeida (2016) New Regulatory Framework for Electronic Communications in Angola. Available at:
httos.//www.vda.pt/xms/files/v'1/Newsletters/en/2016/Flash_VaAtlas_-_New_Regulatory._Framework_for_Electronic_Communications_in_Angola_-_PERL_and_
RGCE.pdf [Last accessed on 19 January 2021]

26 bid.

27 Can be transferred at any time, with regulator's prior authorisation. Vieira de Almeida (2016) New Regulatory Framework for Electronic Communications in Angola.
Available at.: htips.//www.vda.pt/xms/files/v1/Newsletters/en/2016/Flash_VdAtias_-_New_Regulatory_Framework_for_Electronic_Communications_in_Ango-
la_-_PERL_and_RGCE.pdf [Lastaccessed on 19 January 2021]



54.

55.

The Decree also stablishes a Telecommunication Tariff Unit (UTT)», a common tariff
unit used by telecommunication companies in Angola to quote the charges.

The Telecommunications Public Services Pricing Regulation also institutes the
Telecommunications’ Pricing Committee (CPT), that acts as a consultant to the
regulator in matters of pricing definition and adjustments; and establishes prices
caps and price premiums applicable to interconnections. In accordance with the
Decree pricing regulation is and should be applicable to segments with no effective
competition (considering service cost structure of each operator’s fair margin)

LAW N°. 23/11, JUNE 20 - ELECTRONIC COMMUNICATIONS AND INFORMATION SOCIETY
SERVICES LAW

56.

o7.

Approved by the Angolan State with aim of promoting ICT development in a
harmonious, coordinate, and sustainable manner. The document also aims to
ensure that Angolan ICT play a fundamental goal in guaranteeing citizen’s access to
information with transparency in the public sector.»

The Electronic Communications and Information Society Services Law also set
broader goals of competitiveness in the sector and revokes Law n°. 8/01 of May 1 -
Basic Law of Telecommunication.

PRESIDENTIAL DECREE N°. 166/14, JULY 10 — INFRASTRUCTURE SHARING REGULATION

58.

Approved to establish clear cut, precise and standardized procedures for infrastructure
sharing with national application with the aim of:

58.1 Promoting investment rationalization and avoid unnecessary redundancies;

58.2  Incentivizing synergies amongst operators and owners of infrastructure

capable of network storage;

28 In October 2016, the UTT was raised to 10 Kwanzas from the existing rate of 7.2 Kwanzas — a level that stayed fixed since 2005. Such tariff readjustment was

attributed to the increase of inflation rates in Angola.
29 Assembleia Nacional (n.a.). Lei das Comunicagdes Electronicas e dos Servigos da Sociedade da Informagdo (Lei n°. 23/11). Available at. https.//web.archive.org/
web/20190112025516/https://www.mtti.gov.ao/download.aspx 7id=457&tipo=legislacao [Last accessed: April 15]

59.

58.3  Increasing network coverage to rural areas;

58.4  Increasing efficiency that would result in better quality from network sharing;
58.5  Ensuring a better price to quality ratio for the end-consumer;

58.6  Promoting better use of essential facilities with the aim of more social

integration and economic development as a resullt.

This regulation applies to passive infrastructure sharing and ensures a general
principal of free negotiation between Parties. It does, however, allow for INACOM'’s
intervention: (i) in unreasonable sharing refusal, (i) for sharing imposition, or (jii) to act
as mediator in dispute cases. It also establishes an independent body, INFRACOM
(Comité Coordenador de Infraestruturas de Comunicacgoes Electronicas) to control
and enforce regulation.

PRESIDENTIAL DECREE N°. 95/16, MAY 10 — THE STRATEGIC PLAN FOR RADIO SPECTRUM
AND NUMBERING (PEERNUM)

60.

61.

This document takes a deeper look into the importance of radio spectrum and
numbering as scarce resources in the quality improvement of mobile and fixed
services based on the integrated and economic development of the country; taking
into account development stage of the telecommunications sector that is based on
liberalization and competition promotion.

PERNUUM is then established with the main goal of harmonizing scarce resources
usage based on a management that allows for the sustainability of all sectors’ activities
(security services, defence, transportation, meteorology, oil sector and others) that
depend on such resources.



PRESIDENTIAL DECREE N°. 108/16, MAY 25 — THE NEW GENERAL REGULATION FOR
ELECTRONIC COMMUNICATIONS (RGCE)

62.

This document revokes the Presidential Decree N. © 225/11 of August 15, and aims
for:

62.1 The promotion of competition at the telecommunications at the network and
services supply level;

62.2  The protection of subscribers’ economic and social interests;

62.3  The assurance of the existence, availability of network quality and services in
all areas of the country;

62.4  The protection of user’s privacy and personal data;

62.5  The assurance of availability and quality of international connections.

PRESIDENTIAL DECREE N°. 122/16, JUNE 9 — THE STRATEGIC PLAN ON LICENCING OF
ELECTRONIC COMMUNICATIONS OPERATOR (PERL)

63.

64.

The document aims at promoting a unique licencing regime to operators willing to
access the market. Therefore, operators can simultaneously become information
society services providers and television channel distributors.

The document also provides more information on the approval of a Rural
Telecommunications National Plan, which would promote an increase in coverage
to rural areas.

PRESIDENTIAL DECREE N°. 181/19, MAY 28 — NATIONAL NUMBERING PLAN (PNN)

65.

The PNN was established to respond to the necessity of establishing clear cut
objectives to ensure efficient use and management of numbering as a scarce
resource, due to its growing strategic importance.

66.

67.

The document is essentially an update on the older PNN that takes mobile and
internet subscription growth and the advent of newer technologies into account.
Thus, the Decree aims to make sure transparency, efficiency and equity are values
that are taken into consideration in the act of number allocation.

Some other key government policies in sector include: (i) the National Development
Plan (PDN 2018-2022) and (ii) the Telecommunications White Paper.

COST OF ROAMING

68.

69.

This section discusses the cost of roaming for each of the Angolan MNO, by assessing
costs for voice, SMS, and data. The dataset used in the analysis was collected by
Tarifica, a global provider of telecom pricing, plan, and device data. For all 54 African
countries, Tarifica’s procured publicly available data for December 2021, taking into
account both pre-paid and post-paid customers.

All prices were collected in local currencies and converted to Angolan Kwanzas using
the average exchange rate prevailing in December 2021«. In the absence of historical
dataset, pricing trends could not be assessed.

COST OF VOICE

70.

MNO customers tend to use mobile services when travelling to communicate either
back home or at the visiting country. Since there are different calling options available
with varying implications on costs supported by the MNO, for the purpose of the
analysis, the cost of roaming for voice services is broken down into:

701 Calls made from the roaming destination back to the home country;

70.2  Calls made within the roaming destination; and

70.3  Incoming calls in the destination.

30 Sources include the National Bank of Angola (BNA) with online currency converter such as OANDA serving for adalitional support.



71. Home country in the analysis is Angola and the visited countries include both
operators’ most attractive African nationss (Mozambique, Namibia, Nigeria, and
South Africa), the SADC region and Rest of Africa.

CALLS TO ANGOLA

72. The graph below shows the rates of calling to Angola (home country) when roaming
for the selected list of countries in 2021.

73. As reflected in the graph above, with the exception of South Africa, the average
prices of calls to Angola range from 170 Kwanzas to 305 for preferential nations, and
from 250 Kwanzas to 305 Kwanzas in other nations in Africa.

74. UNITEL presents the highest prices in all cases with 305 Kwanzas per minute for
all countries, with the exception of Mozambique, Nigeria, and South Africa where
it costs around 195 Kwanzas per minute to call. It should also be noted although
UNITEL calls are more expensive, out of the two MNOs, they are cheapest for calls
placed in Mozambique and Nigeria.

75. On the other hand, MOVICEL presents the cheapest prices for calls placed in all
African countries, costing around 250 Kwanzas per minute, with the exception of
Mozambique and Nigeria. Aside from Namibia and South Africa, where MOVICEL
provides the most attractive prices with 170 Kwanzas per minute, MOVICEL's prices
are fixed at the same rate for all other countries.
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Figure 8: Calling Rate from a selection of African Countries to Home Country (KZ/
Min.)

- UNITEL

B vioviceL

350 [

305

300
250
200
150
100

50

Mozambique Namibia Nigeria  South Africa SADC  Rest of Africa

Source: Tarifica, MOVICEL & UNITEL

Figure 9: Calling Rate within a selection of African Countries (KZ/Min.)
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CALLS WITHIN ROAMING COUNTRY

76. The graph below shows the rates of placing calls within the roaming country when
roaming for the selected list of countries in 2021.

77. As reflected in the graph above, with the exception of Mozambique and Nigeria for
UNITEL, Namibia for MOVICEL, and South Africa for both, the average prices of calls
placed within the selected African countries do not vary for both networks. They do,
however, follow an opposite pattern from prices of calls back to the home country.

78. MOVICEL presents the highest prices in all cases with 360 Kwanzas per minute for all
countries, except for Namibia and South Africa where it costs around 200 Kwanzas
per minute to call.

79. On the other hand, UNITEL offers the cheapest prices for calls placed within all the
African countries, costing around 200 Kwanzas per minute, with the exception of
Mozambique, Nigeria, and South Africa where it is even cheaper to make a call with
costs around 130 Kwanzas per minute.

80. Finally, it should also be noted that although MOVICEL’s calls placed within the visited
African countries are more expensive in all cases, both MNOs price such calls at the
same price range (200 Kwanzas) in Namibia.

INCOMING CALLING RATE

81. The graph below shows the rates of receiving calls when roaming for the selected list
of countries in 2021.

82. As displayed in the graph above, just as with the other calling options, the trend
continues as prices for both MNOs are fixed in African countries, with the exception
their Mozambique, Namibia, Nigeria, and South Africa, where incoming calling rates
are far more attractive.

Figure 10: Incoming calling rate from selected African Countries (KZ/Min.)
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83. UNITELs customers pay the highest prices in all cases with 155 Kwanzas per minute
for all countries, with the exception of Mozambique and Nigeria where it costs around
100 Kwanzas per minute for incoming calls. It should also be noted although UNITEL
calls are more expensive, out of the two MNOs, they are cheapest for calls placed in
Nigeria, with incoming call costing around 100 Kwanzas in comparison to MOVICEL’s
140 Kwanzas per minute of call.

84. On the other hand, MOVICEL offers the cheapest prices for incoming calls most
African countries, costing around 140 Kwanzas per minute. In South Africa, costs are
even cheaper with incoming calls costing around 80 Kwanzas per minute.

COST OF DATA

85. With the advent of social media and over-the-top (OTT) applications, data is of
an increasingly importance and mobile phones (especially feature phones and
smartphones) are the fastest way of accessing such services, especially in the
absence of fixed means.



Figure 11: Average price of Data Roaming across the selected African Countries (KZ/  Figure 12: Roaming SMS prices across the selected African Countries (KZ per SMS)
MB)
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COST OF SHORT MESSAGE SERVIGES (SMS)

86. Since data services are normally measured in kilobytes (KB) or megabytes (MB), in

reference to the volume of data that is transmitted, the roaming data rates in this g1 Ag stated above, the rise of social media OTTs present a declining interest to SMS,

specific analysis are compared by MB. which in turn also implies a smaller competitive edge for MNOs. However, instances

) , \ may require the use of SMS for communication, such as when in areas with low data
87. In line with methodology, the roaming data rates compare both operators’ rates ) ) )
) ) ) ) . ) o o penetration rates or high rates for the internet usage.
in their most attractive African nations (Mozambique, Namibia, Nigeria, and South

Africa), the SADC region and the Rest of Africa.« 92. This section analyses roaming prices for SMSs across a selection of African countries

, , for each network. In accordance with the methodology, the roaming SMS rates
88. The graph below compares the rates of data roaming across the selected list of ) ) , ] ,
N compare both operators’ rates in their most attractive African nations, the SADC
countries in 2021 for both networks. . .
region, and the Rest of Africa.«

89. The graph above describes the average price per MB charged by the Angolan MNOs , ,
, , 93. The graph below compares the rates of data roaming across the selected list of
across the selected list of countries. o
countries in 2021 for both networks.

90. Data rates are fixed in both MNOs, so Angolans travelling abroad will pay the same ,
, ) ) . 94, The graph above presents the average price for an SMS as charged by the Angolan
amount charged by their MNO when data roaming, regardless of their destination in o . o
) ) MNOs when roaming in one of the selected list of destinations. UNITEL has the
Africa. Of the two operators, UNITEL charges the highest for data at 1865 Kwanzas ) )
. highest SMS prices charged by an Angolan MNO at 55 Kwanzas per message
per MB and MOVICEL the lowest at 1700 Kwanzas per MB, both rates priced closely )
followed by MOVICEL with at 50 Kwanzas per message. In all cases, there are no
at an average of 1783 Kwanzas per MB. | . )
additional charges per SMS received.

22 Ao n/a] {in the ( Q /) e in (Ch: r7 1
33 As explained in the notes included in Chapter 7.1

34 As explained in the notes included in Chapter 7.1.



95.

96.

Aside from Mozambique, Namibia, Nigeria, and South Africa, both MNOs have
uniform prices across all African countries. In Mozambique, Nigeria, and South Africa,
UNITEL charges its cheapest prices at 45 Kwanzas per message.

On the other hand, MOVICEL offers its best prices in Namibia and South Africa,
charging around at 40 Kwanzas per SMS.

COMPETITION CONCERNS IN THE MARKET

97.

97.1

97.2

97.3

According to the analysis of the market structure, regulatory framework and the cost
assessment made in the sections above, the following competition concerns have
been identified:

Roaming prices within visiting country vs. calls back home: Angolan travellers
will experience a difference set of charges when placing calls, depending on
which operator they use. For MOVICEL users, roaming charges will be more
expensive for calls made within visiting countries than for made back to the
home country. On the other hand, UNITEL users will experience higher prices
for calls made back home than for calls made within visiting countries.

Highest prices by incumbent: UNITEL is the biggest company in the market,
with a nationwide coverage and an increasing share of subscribers, at 90%.
However, UNITEL presents the highest prices for all services with the exception
voice calls made within visiting countries, despite having a big local presence/
coverage and the possibility of closing better deals for its customers travelling
abroad (and others coming in).

Data prices: when compared to the other services in the analysis, data prices
are around 4 times more expensive than the most expensive rate of voice
call, with no spread in terms of cost, regardless of the visiting country. In
the era of data driven demand, voice communication shifts to over-the-top
applications and the advent of e-commerce, the present data roaming rates
could be prohibiting.

97.4

97.5

Pricing as a result of market features: in the analysis, pricing for most
regions were fixed with little exceptions. Since entry in the market depends
on a concession license, such pricing rigidity could result from the following
market characteristics: small number of suppliers/carriers (wholesale level),
the existence of only two operators (retail level) that leads to an increasing
concentration level, structural and regulatory barriers-to-entry that do not
drive competition.

Transparency: since mobile devices automatically select and log into the first
network available, customers are not aware of eventual roaming agreements
between their MNOs, thus conducting to high and unpredictable charges as
MNOs do not have the tendency of publishing their own list of partners at
given locations.

CONCENTRATION

98.

99.

As mentioned previously, the mobile segment is highly concentrated. The existing
duopoly consisting of MOVICEL and UNITEL are the only operators in the market,
ever since its liberalization back in 2001.

In particular, UNITEL's market share has risen from 75% in 2019 to 90% in 2021,
according to recent Regulator’s data. During this same period, the industry’s HHI
has continually been on the rise, increasing from 6295 to 8200, always above the
2500 mark, as indication of a highly concentrated market and an ongoing decrease
in competition.

100. Thus, although a mobile segment’s characteristic, the existence of few players in the

market could also signal a competition concern, especially if compared to the degree
of services’ penetration rate (as exposed in earlier in the chapter. On one side it could
represent a consequence of barriers to market access by potential competitors.
On the other, it could lay the foundation for potential coordination between existing
operators.

21
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101.

Whichever the case, such duopoly could compromise roaming services users as they
would tend find fewer alternatives to their operators and the prices they’d set.

REGIONAL AND CONTINENTAL PRIORITIES

102.

103.

104.

105.

106.

From the sections above, a number of conclusions can be made on regional and
continental concerns and priorities.

Consumers travelling from Angola to various parts of Africa will experience higher
costs, in comparison to those back home for the various services. On the minimum,
calling prices per minute are 5 times more expensive than for calls at home since
internal calls can cost less than 40 Kwanzas per minute while roaming charges can
cost an average of 200 Kwanzas per minute. SMS prices are closer, costing around 2
to 3 times more than its prices at home — as SMS cost less than 14 Kwanzas locally
and an average of 48 Kwanzas in roaming-mode. Data, on the other hand, is the
most expensive, costing more than 100 times more, regardless of location or MNO
with little to no variation in roaming charges — as local data usage will not cost more
than 5 Kwanzas per MB, but data roaming in any African country will generally cost
an average of 1783 Kwanzas per MB.

However, specific locations do tend to cost less than others as is the case of countries
such as Mozambique, Namibia, Nigeria, and South Africa. These preferential roaming
rates could reveal the impact resulting from roaming agreements and what effect the
latter could have on businesses, travelling experiences and tourism.

This could also indicate for a potential gain from specific regional regulation on tariffs
as to attract and bring countries closer, with agreements both at the wholesale level
and retail. However, regulation must be coordinated as to avoid resulting in operational
inefficiencies and MNQOs not being incentivised to provide roaming services at prices
below their ultimate costs and limit profitability.

Should efficiency be guaranteed at all levels of the value chain as to collectively offset

107.

roaming costs in the regions, consumer benefits resulting from regional regulation
would include local rates for outgoing calls, free incoming call rates, and the ability to
recharge / top-up credit with local cards at local currency (pre-paid).

However, uniform regulation and policy measures might fail to address competition
concerns as they cannot consider market conditions at the local levels. As such, it
is important to address such market conditions at the local level in order to avoid
increasing market failure or introducing newer concerns.

RECOMMENDATIONS TO ADDRESS COMPETITION
CONCERNS

108.

109.

110.

111.

Taking into account the importance of allowing for regional connectivity, the present
study aimed at analysing the telecommunication industry in Angola in regards to: (i)
market structure, state involvement, and regulatory framework, first; (i) to interpret
how roaming charges vary in comparison to other African countries, second, (iii)
to better comprehend the type of competition concerns that exists regarding the
charges, third; and (iv) of providing a platform for identifying regional and continental
priorities in respect of the telecommunications industry, fourth.

The Angolan telecommunication industry follows the global trend of greater demand
for voice and data services through wireless means, with a decrease of fixed means
in terms of voice calls. The recent liberalization did allow for an increase in investment
on a sector with infrastructural challenges.

Two MNOs, licensed by INACOM, operate in the industry: MOVICEL and UNITEL.
While a third license is held Angola Telecom, it is inactive in a concentrated duopoly
where one of the players holds an increasing market share of 90% of the mobile
subscriptions.

Even though it is characteristic of mobile network markets, the prevalence of the
concentration in the market could be due to the identified barriers to entry in the
market itself, such as: cost of entry, spectrum as a scarce resource, incumbent MNOs



112.

113.

114.

115.

116.

positioning and strategic as first movers, and regulatory / policy implementation
barriers.

In terms of roaming costs, the analysis made for both MNOs’ rates in the African
region showed that MNOs do seem to be competing. However, such analysis
would be better complemented with a deeper look into the backwards trends as to
understand how prices shifted due to potential alliances or increase of concentration
in the market.

In terms of the three types of calls analysed (call to Angola, call within visited country
and incoming calls), the study found that both MNOs charge very approximate prices
that vary according to the type. The study also found that both MNOs charge fixed
prices for roaming services to all countries analysed with the exception of preferential
countries such as Mozambique, Namibia, Nigeria, and South Africa.

Additionally, Angolan travellers will experience a difference set of charges when
placing calls, depending on which operator they use. For MOVICEL users, roaming
charges will be more expensive for calls made within visiting countries than for made
back to the home country. On the other hand, UNITEL will experience higher prices
for calls for calls made back home than for calls made within visiting countries.

In terms of data, the study found that prices are fixed for all countries in the studly,
with the exception of a set of preferential countries (Mozambique, Namibia, Nigeria,
and South Africa). On the other hand, for SMS, the study came to find that neither
MNO discriminates on prices as it charges the same prices for all countries studied.
It also found out that UNITEL charges the highest for both data and SMS roaming
services in all countries analysed in the study.

Even though regional regulation could contribute to better services and prices, it
should be noted that, should they be uniform, regulation and policy measures might
fail to address competition concerns should they not into account market conditions
at the local levels. As such, it is important to address local concerns to avoid boosting
market failure or introducing newer concerns while expanding them to other markets.

117. Thus, as a result of the analysis made and concerns identified, the following

recommendations are worth mentioning as to address competition concerns and
minimize their impact:

117.1  Promoting policies that enforce transparency: to ensure costumers are better
informed about their choices and how tariffs vary, to better make decisions
about their roaming usage and network selection with lower charges

beforehand.

117.2 Reduce state intervention in the mobile segment: in order salvage competition
that could drive better prices and at a better quality. By reducing State’s
presence as a major shareholder in both incumbents, either company will
be better place to compete for its position and innovate independently as to
gather as many clients as possible, while increasing its presence internally and
externally by looking for more attractive deals and increasing its preferential list

of countries to consumers.

117.3 Promoting investments in infrastructure: to increase focus on investments on
basic infrastructure to increase telecommunications’ reach to allow for the
expansion of service and even attract incumbents (and potential competitors)
to remote locations. Such increase of users may drive traffic and justify a

revision of international roaming prices and set of preferential countries.

117.4 Enforce Infra-Structure Sharing: to increase maximize efficiency. By enforcing
infrastructure sharing, in respect to the defined terms in the Presidential
Decree N°. 166/14, operators would: (a) share present and future investments
costs, (b) minimize infrastructures’ maintenance and operating costs, and (c)
structurally, would contribute to the minimization of exclusion of potential
entrants in the market. Such cost reduction would contribute to roaming

services price reduction.

117.5 Conclude SADC’s Roaming Project: to better harmonize roaming prices,
increase transparency and to minimize bill shocks around the SADC roaming

markets. To achieve this, all following Phases of the SADC Roaming Project
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117.6

177

117.8

should be timely implemented:
Liberalization, Transparency, Information and Data Collection;
Roam Like at Home (RLAH);

Cost Based Roaming Price Regulation.
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BACKGROUND

Over the years, Botswana has experienced significant growth in the Information and
Communications Technology (ICT) sector, particularly, the mobile telephony industry
which has seen significant increase in subscription in the recent years. The growth has
been spurred by a boom in access to mobile broadband. From 2016 to 2020, mobile
broadband subscriptions grew by sixty-seven percent (67 %), while fixed telephone
line subscriptions dropped by thirteen percent (13%). The mobile penetration rate as
at 2021 was 160%, showing a steady growth from the penetration rate of 143% in
2016.

The increase in the number of mobile cellular subscriptions is attributable to the
liberalisation of the telecommunications sector through the abolishment of a state
monopoly which for decades had controlled the sector. The sector was liberalised,
among other objectives, to allow mobile operators to invest in infrastructure and
mobile service; internet service providers to offer voice over internet protocol; and
the national and international voice gateway to be opened to competition. The
development resulted in an entry of two mobile operators in the telecommunications
sectorin 1998, namely, Mascom Wireless (Pty) Ltd and Vista [which was later acquired
by Orange Botswana (Pty) Ltd]. The two are directly competing with Botswana
Telecommunications Corporation Limited (BTCL) at the downstream level (retail). The
BTCL is fifty-one percent (51%) owned by the Government.

The important role played by the telecommunications sector in facilitating trade and
tourism cannot be over emphasised. This will be instrumental in the implementation
of the African Continental Free Trade Agreement adopted in 2018, with the aim to
facilitate intra-trade and the creation of a single market. According to the Tourism
Statistics Report, the SADC member states made up 90.6 % of tourists within the
region in 2020. The majority of visitors came from South Africa and Zimbabwe, with
the two countries contributing 39.3 percent and 31.3 percent respectively, of the total
visitors during the year. In terms of mercantile trade, according to the International

1htips.//mww.statsbots. org. bw/sites/default/files/publications/Tourism %20Statistics %20Annual % 20Report%202020.pdf

Merchandise Trade Statistics (IMTS) Monthly Digest — December 2021:, Botswana
receives 69.0% of its total imports from within the SADC region. The international
roaming facilities offered by the sector is therefore a critical enabler as it will enhance
trade and tourism.

The ICT sector in Botswana is regulated. The Communications Regulatory Authority
Act, 2012 establishes the Botswana Communications Regulatory Authority (BOCRA),
and gives it power to oversee competition in the ICT sector, among other functions.
Its functions include the regulation of the communications sector in Botswana,
comprising telecommunications, internet and information and communication
technologies, radio communications, broadcasting, postal services, and related
matters; and for matters connected or incidental thereto. The Authority has the
power to monitor the performance of the sectors in regard to competition, pricing,
and costs of services, among other functions. It also has the power to issue licences
and settle disputes by suppliers, as well as to resolve consumer complaints. Further,
the Authority has the regulatory oversight over roaming pricing both at retail and
wholesale level.

This discussion paper is a contribution to the African Competition Forum’s cross-
country research on the cost of roaming charges in Africa, with respect to voice
calls and data. The study was triggered by the concerns regarding the high roaming
charges in Africa. Participating countries are Angola, Botswana, COMESA, Mauiritius,
South Africa, Zambia, and Zimbabwe.

The paper analyses the general status of competition in the Mobile Network Operators
market in Botswana by discussing the structure, market shares and entry barriers.
It then flags out the retail prices and termination rates between mobile operators in
Botswana and how these affects their competitiveness. The international roaming
charges in Botswana are established and compared with those of other African
countries to gauge the variance in the cost of roaming in Botswana. The paper further
discusses the factors determining the cost of roaming and concludes by flagging out
the possible competition concerns before providing recommendations.

2 https.//www.statsbots.org.bw/sites/default/files/publications/IMTS %20December %202021_0.pdf



OBJECTIVES

To understand the market structure, state involvement and the regulatory setting of
the telecommunications industry in ACF member countries, with a particular focus on
the determination of roaming charges that impact on continental trade and tourism;

To get an understanding of the type of competition concerns that exist in regard to
roaming charges in Botswana; and

To provide a platform for identifying regional and continental priorities in respect of the
telecommunications industry.

METHODOLOGY AND SCOPE

SCOPE AND COVERAGE

10.

11.

The scope of the study is limited to the provision of inbound and outbound roaming
voice and data services over SIM-supported mobile telecommunications devices to
consumers in prioritized ACF member countries. The study does not consider fixed
line telecommunications services and does not consider the provision of SMS over
SIM-supported mobile devices.

International roaming markets are assessed across the SADC region and the findings
are compared with other African regions to establish the extent to which roaming
charges vary across the continent. The study also considers voice and data services
offered by MNOs for the respective countries. Roaming pricing data utilised in the
study was for the period of December 2021.

THE MARKET

12.

The study will look at the Mobile Network Operators in some African countries and
make comparisons of market structures, prices, legislative environment, and factors
that influence competition and roaming charges in these countries with a view to
understanding factors that lead to high roaming charges in Africa. The study utilized
roaming prices up to December 2021.

METHOD OF DATA COLLECTION

13.

The tariff statistics were sourced from Tarifica and converted to US dollar for
comparison purposes. Some information was collected from the regulatory authority
(BOCRA) and mobile operators through interviews. Desktop research was conducted
on the websites of the mobile network operators to appreciate the local charges and
general services offered. The study also drew from published reports on ICT and
mobile network operator’s markets including those of the World Bank, Communication
Regulator of Southern Africa and GSMA.

GENERAL STATE OF COMPETITION IN THE MOBILE
NETWORK OPERATORS MARKET

14.

The mobile network operator’s industry in Botswana is concentrated with only three
companies participating in the industry. The small-sized market of Botswana might
mean that the structure is optimal looking at the nature of the network markets,
where the first mover always has a competitive edge due to economies of scale.
Due to high switching costs in that small rivals would often have unfavourable terms
than the leading player, entry is less likely. Entry could however be feasible through
innovation and introduction of value-added services. This section discusses factors
that influence the structure and nature of competition in Botswana.
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SUPPLY VALUE CHAIN, STRUCTURE AND MARKET SHARES

15.

16.

17.

18.

19.

The supply value chain for the telecommunication sector in Botswana is comprised
of both upstream and downstream levels. At the upstream level, The Botswana Fibre
Networks (BoFiNet), which is a government-owned enterprise under the Ministry
of Transport and Communications, is the only wholesale provider of national and
international telecommunication infrastructure. At the downstream level, three mobile
operators compete in the retailing of fixed and mobile telephony services. Only one
company provides both fixed and mobile telephony services, whilst the other two
companies provide mobile telephony services only (including internet).

The Mobile Operators Market in Botswana consists of three operators, namely,
Botswana Telecommunications Corporation Limited (BTCL); Mascom Wireless Pty
Ltd; and Orange Botswana Pty Ltd. Mascom Wireless dominates the local market
with a market share of fifty-three percent (53%), while Orange has thirty-one percent
(31%) and BTCL sixteen percent (16%). As at March 2021, Botswana had a total of
3 876 773 mobile subscribers across all the three mobile operators, which translate
to 160% of the population. Although BTCL is the smallest operator, it covers a wider
geographic area than the other operators, however, it has a lower market share
because it is concentrated in remote areas which are not densely populated.

The South African telecoms MTN Group Ltd has a controlling stake of 53% in
Mascom wireless, while Orange Middle East and Africa, a company based in Paris,
owns a 73% stake in Orange Botswana. Botswana Telecommunications Cooperation
Limited (BTCL) is a 51% Government owned company.

The two (2) firm concentration ratio (C2) shows a highly concentrated market. The
small sized market of Botswana however depicts this as an optimal structure with no
unforeseeable entry. This is in lieu of the fact that the structure already services over
160% of the population.

The market shares for the three mobile operators have not changed significantly at
least for the past 7 years. The market shares in 2012 were 53%, 34% and 13% for

Figure 13: Mobile Operator Market share

MNO Market Share

- BTCL (BeMobile)

Source: Data collected from Botswana Communications Regulatory Authority (BOCRA)

Mascom, Orange and BTCL respectivelys. This shows a 3% growth by the smallest
operator and a loss of 3% by Orange as indicated by the current market shares
shown in Figure 13. The leading player has not changed its market share since entry,
perhaps because of its lower prices and favourable package offers:. The factors that
influenced changes in market shares of competing small operators are yet to be
established, but the outcomes show that Orange lost 3% of its subscribers to the
smallest operator.

3 Study on the Regulatory Impact Assessment of National Roaming in Botswana, 2013 by BOCRA
4 https.//www.mascom.bw/mascom-data-roaming/#2



BARRIERS TO ENTRY AND EXPANSION

SMALL MARKET SIZE

20. The small-sized market of Botswana with a projected population of 2,422,555 million:,

displays a natural barrier to entry and expansion of the mobile network operators’
industry. Following the introduction of competition in the telecommunications sector
through the abolishment of a state-owned monopoly, Mascom Pty (Ltd.) and Orange
Botswana entered the market in 1998. The third entrant (BTCL- Be-Mobile) only came
in 10 years later in 2008. The entry was made possible by a roll-out of Government’s
programme on the provision of infrastructure to connect rural areas through a
tender awarded to Mascom and Be-Mobile. These three mobile operators have
since attained coverage that is higher than 95% of the entire country. The remaining
area that constitutes less than 5% covers remote areas and cattle posts and is not
economically viable for new investors. The existing structure is thus optimal, although
comprised of only three mobile operators. The market shares have also remained
stagnant, and the slight changes are only as a result of switching by subscribers
between service providers and not due to growth by new subscribers:.

ECONOMIES OF SCALE BY FIRST MOVERS

21.

The network markets by their nature poses natural barriers to entry. First movers
normally attain economies of scale quickly and their low prices, discounts and
promotions raise costs for prospective entrants. Mascom and Orange as first movers
in the market had a total market share of 87% before the 3% loss by Orange to
the new entrant. Although the new entrant (BTCL) came in to service the remaining
small proportion of the market (13%), the company is struggling to increase its
markets share as it faces lower pricing and diverse add-on package options that are
offered by the first movers in the market. In addition, this is compounded by the fact
that most of BTCL clientele is mainly in the rural areas where the population is less
concentrated, the call traffic is low, and the usage of data in less demand.

Shtips.//www.statsbots.org.bw/sites/default/files/publications/population_projection.pdf
6 BOCRA: Regulatory Impact Assessment on National Roaming in Botswana Revised Interim Report

6 May 2013

STRATEGIC BARRIERS

22.

283.

The stagnant market shares of the mobile network industry in Botswana shows
ineffective competition mainly due to barriers such as the small market size and the
need for economies of scale associated with the network markets. Besides these
natural barriers, this study established indications of anti-competitive conducts in
the contractual offers to the Mobile Virtual Network Operators (MVNQ’s) by the
incumbent Mobile Network Operators. Due ineffective competition in the market,
BOCRA enhanced competition in the industry by introducing another layer of service
provision called the Mobile virtual network operators — whereby, the MVNOs could
enter the market by using existing MNO’s infrastructure and having indirect access
to these in order to provide their services. The regulatory authority (BOCRA) issued
an order for MNOs to file wholesale offers to MVNQO’s for approval to the Authority
by June 2017 and to have published these by September 20171. Despite such an
intervention, no MVNO has entered the market to date.

A thorough assessment of these offers revealed a couple of anti-competitive clauses
that have the potential to prevent entry into the market, which might be the reason
why no MVNO has entered the market to date. Such anti-competitive practices are
discussed in chapter 6.

REGULATORY BARRIERS

24.

The telecommunications sector in Botswana is regulated by the Communications Act
(CRA) Act, 2012. The Act provides for the licensing of mobile services, the regulation
of retail tariffs and mobile termination rates, among other functions. The conditions
in licensing package include interconnectivity requirements to promote access,
competition, and protection of consumer interest as part of the policy objectives.
One may regard these interventions as threats to competition, particularly tariffs and
mobile termination rates controls, but with a closer look, they are pro-competitive
in view of the characteristics of network markets in a small economy. Leaving the
market that is already concentrated purely in the hands of players could create a
market failure and an incentive for the dominant player to raise prices significantly
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above costs. Although the Act requires interconnectivity as a condition for obtaining
a license, mobile operators are allowed to negotiate contractual agreements between
themselves and agree on charges necessary for their profitability. Without the
intervention of the regulatory authority in approving such agreements, opportunist
behaviour may arise as the smaller companies do not have the bargaining power.

HIGH ENTRY COSTS

25.

Entry into the telecommunications sector requires heavy investment in infrastructure.
As pointed out by the World Bank Report, 2014, the key to the success of the
ICT ecosystem has been the presence of sufficient competition in the provision of
ICT network infrastructure and services. The high costs of erecting infrastructure
particularly in a small market such as Botswana, serves as an entry barrier for any
potential mobile operator. Access to spectrum is critical for a player to enter the MNO
market. The allocation of spectrum rights in Botswana is usually carried out through
auction. Due to the bidding process, the amounts ultimately paid for these rights
are often very high and may raise concerns about the process raising entry barriers.
The current players in the market have attained vast network coverage (through
infrastructure), and the remaining un-serviced population is insignificant, making it
not commercially viable for investment in infrastructure.

MOBILE TERMINATION RATES AND THEIR EFFECTS ON COMPETITION

26.

Over the past years, termination rates in Botswana have been considered among the
highest in Africa. The regulatory impact assessment on national roaming in Botswana
conducted by BOCRA in 2013 showed that, the average termination rates for the
nine sampled countries was USD 0.038 whilst Botswana'’s rate was USD 0.0417235¢.
Botswana’s rates however were slightly lower than South Africa which was at USD
0.042904. Namibia had the lowest (USD 0.031875) rates as compared to Botswana
and South Africa.

7 World Bank —Botswana, 2014. Reimbursable Advisory Services Project on Economic Diversification and compelitiveness-2014

8 The nine sampled countries were: Botswana, Namibia, Kenya, South Africa, Mozambique, Tanzania, Cameroon, Nigeria and Ghana

27.

28.

As of June 2017, the Botswana Communications Regulatory Authority reduced the
termination rates by mobile operators by a further 41%. The rates were dropped
from BWP 0.295 (USD 0.026) to BWP 0.220 (USD 0.019) in June 2007, and further
dropped to BWP 0.130 (USD 0.010) in June 2018. The mobile operators were further
ordered to remove the off-net premium rates. This move by BOCRA was challenged
at the Courts by Mascom Wireless, albeit without success.

This intervention lowered voice call charges to consumers (as it will be shown later).
The off-net premium and mobile termination rates are the major components of the
costs that mobile operators charge each other for voice calls across networks. As at
the first year of the two-step reduction (June 2017), Mascom'’s peak retail charge fell
from P1.50 per minute to P1.40 (USD 0.12) per minute. The peak off-net retail tariffs
are the highest voice charge in the market.

MOBILE RETAIL CHARGES

20.

Stock (2012) has argued that the cost-based mobile termination rates (MTR)
encourage more competition and more affordable prices. Table 2 compares the
prevailing mobile voice call charges following an order by the Regulatory Authority
for the MTR’s to be reduced by 41% by June 2018. The table shows that off-net
(national roaming) and on-net charges are the same for all the three mobile operators,
showing the effect of an order by the Authority for all operators to remove premiums
on off-net calls. The table also shows that the average charge for a voice call per
minute in Botswana is P1.30 (USD 0.10) as compared to P1.52 (USD 0.12) before
the reduction requirement.

9 BOCRA-REGULATORY DIRECTIVE NO. 1 OF 2017 issued on 24 March 2017



Table 2: Comparison of tariff rates for three Mobile Network Operators in Botswana

Prepaid On-net Off-net
tariffs

Peak Off peak Off-off peak | Peak | Off peak | Off-off peak
Mascom | 1.20 0.60 0.45 1.20 |0.60 0.45
Orange 1.37 0.89 N/A 1.37 10.89 N/A
BTCL 1.34 0.61 N/A 1.34 | 0.61 N/A

Source: operator websites

30. Mascom maintains a price competitive edge due to economies of scale, whilst
Orange - the second largest company, charges higher prices than even the smallest
player. This perhaps explains the reason why Orange lost the 3% market share to
BTCL. As at 2012, BTCL held a market share of 13 %, while Orange held 34%.
The latest statistics published by BOCRA shows a 3% increase in market share by
BTCL from 13% to 16%, while Orange fell by 3% from 34% to 31%. Mascom’s share
remains the same at 53%. These outcomes, particularly the stagnant market share
by the dominant company, shows ineffective competition.

31. Orange seems to be losing the market share to BCTL, probably because it has minimal
presence in the rural areas as it did not participate in the Government’s Nteletsa
Projectr. The initiative was a government programme that promoted the provision of
telecommunications infrastructure and mobile services to approximately 150 small
villages and settlements through a tender. Only Mascom and BTCL participated in
the tender and were both awarded by splitting the areas.

32. Orange visitors to the Nteletsa areas which are dominated by BTCL might be
switching to BTCL. The interconnectivity licence requirements provide an incentive
for such subscribers to have access to larger geographic coverage by roaming on
Mascom and Orange infrastructures outside Nteletsa areas. The 2018 removal of off-
net premium charges has resulted in the smaller player, (BTCL), increasing its market
share by 3%.

e Development Programme aimed at undertaken by BTC in partnership with the Botswana Government to bring services to previously under
g in 1999

COMPARISON OF TARIFF RATES FOR THREE MOBILE NETWORK OPERATORS IN
BOTSWANA

33. Table 3 compares data charges by the three mobile operators. It reveals that BTCL
is slightly expensive compared to Orange and Mascom in some data services. This
could be attributable to the fact both Mascom and Orange enjoy a high traffic of
subscribers as their coverage is mainly in urban areas which are densely populated.
The demand for data will also be higher in urban areas than rural areas.

Table 3: Comparison of Data charges for three MNOs in Botswana

Validity Volume Mascom Orange BTCL
Prices (BWP) Prices (BWP) Prices (BWP)
25mb 2.00 2.00 2.00
1 day 100mb 5.00 5.00 5.00
500mb 10.00 10.00 10.00
1gb 35.00 60.00
7 days 1.5gb 39.00
3gb 89.00 90.00
5gb 110.00
6gb 199.00
10gb 220.00
30 days 15gb 300.00
17gb 279.00
18gb 299.00
32gb 499.00
35gb 525.00

Source: operator websites
Notes: for ease of comparison, only data bundles which are not restricted to a certain access were used

34. In 2021 there was a substantial increase in demand for data. Post-paid mobile
broadband traffic increased from 1.4 bilion Megabytes in June 2017 to 3.5 billion
Megabytes in June 2021, which translates into a 143% increase in traffic. This
because Mobile operators introduced innovative offers such as diverse add-on
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35.

package options to meet the needs of different customers. It is expected that mobile
broadband traffic will continue to grow substantially as customers build affinity with
mobile solutions because of their convenience. The increase in demand for data
prompted BOCRA to engage MNOs to negotiate for a reduction in data prices. The
outcome of the engagement saw a substantial reduction in prices for data bundles
by average of 35% and a substantial increase in data traffic by an average of 40%.

Discounts and Promotions might also have a bearing on competition in the mobile
operators’ industry. Although the off-net premium charges have been removed
to encourage fair competition and non-exploitation of consumers, Mascom as a
dominant company with over 53% market share can still maintain a high market
share and high level of profitability through on-net discounts and promotions. Such
facilities and promotions have the potential adversely affect the competitiveness of
the industry. Weak competition will inevitably affect the costs of roaming, particularly
in an unregulated market.

INTERNATIONAL ROAMING

36.

International roaming is a service that allows a customer of a mobile operator in one
country to obtain service (voice, SMS, or data) from an operator in another country
using the same handset, the same telephone number, and SIM card from their home
country, facilitated by a common technology and a wholesale inter-operator contract».
Roaming services are traded at two levels, the wholesale and retail level. At wholesale
level, services or products are offered by a mobile operator to another operator for
purposes of resale or own use i.e. alocal MNO offers access to its network to another
foreign MNO in order to enable the foreign MNO’s subscribers to make and receive
calls abroad. At the retail level, the foreign MNO will then charge its own subscribers
international roaming charges for the usage of their own phone abroad«. This service

11 https.//www.bocra.org.bw/sites/default/files/documents/Broadband-Facts-and-Figures-2021-FINAL-DRAFT-21-Dec-21. pdf

12 https.//www.oecd-flibrary.org/docserver/5k4559fzbnsl-en. pdf?expires= 16494062 10&id=id&accname=guest&checksum=B806451D-
13816B290A68F22EF3547DBE

13 https.//www.bocra. org.bw/sites/default/files/documents/Regulatory_Directive_No_1_FINAL_2011.pdf

37.

is facilitated by the arrangements between mobile operators across the countries
which makes it possible for them to service each other’s roaming customers. Such
services in some other countries like Botswana are regulated, while in other countries
they are not.

This section assesses the status of international roaming in Botswana and other
countries in the SADC region with a view to determine the effect of roaming costs on
retail prices, and consequently on trade and tourism in the region. It will first assess
the cost of roaming in Botswana by comparing the prices charged to customers who
roam through the respective three mobile operators in Botswana. The general factors
influencing the costs of roaming and retail prices will then be discussed. The section
will also compare the average roaming charges between Botswana and its major
trading partners as well as comparison of the status in the entire region, to establish
the extent to which Botswana’s environment is friendly to trade and tourism. It will
conclude by comparing the retail roaming prices in regulated markets with those in
liberalised markets with the aim of gauging the best policy option to enhance effective
competition and lower roaming retail prices.

VOICE ROAMING CHARGES IN BOTSWANA

Botswana is one of the countries with highest voice roaming charges in the SADC region.

38.

39.

40.

Table 4 shows that it costs an average charge of USD 1.93 per minute to make a call
back home while roaming in the SADC countries.

The average roaming charge per minute for countries to call back home in the SADC
region is USD 2.27, implying that Botswana'’s rates are on average 17% lower than
the regional average. Nevertheless, there is room for rates to be lowered even further
considering that roaming tariffs in Botswana have not changed since 2015.

When making local calls while roaming within the SADC region the average local
roaming charges per minute is USD 1.51, this is a relatively high charge by Botswana
when compared to other SADC countries. Botswana is the third (3rd) most expensive
country for calls made within a roaming country in the SADC region at an average of



USD 1.51, only Lesotho, and Namibia have prices that are higher at 1.55 and 1.61 many times higher than comparative domestic charges.
respectively. ) ) ) )
Table 4: Comparison of Botswana’s roaming charges with average roaming charges

. o . , in the SADC region
41. The high price in the region has the potential to thwart the growth of the

Home Country | Calling Price | Calling Price Per | Calling Price Per | Price per

telecommunication industry and consequently act as a disincentive for innovation in Per Minute Minute (within Minute (incoming | MB
the mobile network industry. Some literature argues that the main costs of international (to home roaming country) | calling rate)
roaming are the inter operator charges and international gateway charges, and that country)
these costs are lowest for larger mobile operators in the region= There is need to Angola 0.57 0.58 0.30 207.02
investigate the factors influencing gateway charges with the view to understand why Botswana 1.98 1.5 0.57 5.54
inter operator tariffs are high. This study has however established that in the SADC Ejv?atini 5:471 8?2 8:2 ?2342
region, CRASA is at an advanced stage of completing a study that addresses similar Lesotho 103 155 104 957
concerns, amongst others. Collaboration with respective communication regulators Madagascar 578 111 0.75 11 901
in SADC region is necessary to avoid duplication of efforts in light of this development Malawi 0.97 0.49 0.49 505
42. The SADC regulation of 2015, introduced the Roam Like at Home (RLAH) initiative, msl)z;l:lr:iique ;22 8;3 2451; 2;
which proposed a 33% reduction on roaming prices every year to bring down prices Namibia 839 161 5974
to roam like at home in the region. Accordingly, Botswana, Zambia, Namibia, and Seychelles 167 048 054 400
Zimbabwe reduced their prices by over 30%. An interview with BOCRA has however South Africa 179 0.73 0.52 305
revealed that there has never been any reduction in roaming charges since 2015. Tanzania 216 1.50 1.04 7 42
This was due to the fact that the initiative to reduce prices by 33% annually (up until | 751pia 236 0.74 0.70 6.74
achieving RLAH charges) collapsed as other SADC countries were not complying | Zimbabwe 0.10 0.04 0.03 0.09
with the SADC regulation. It was imperative for all member states comply with this | Botswana's 8.00 3.00 6.00 8.00
initiative as failure to do so would result in one member state unfairly subsidising the | rank
other. Maximum 8.39 1.61 1.04 207.02
regional tariff
. o (SADC)
43. Premised onthe RLAH initiative, the rates for the local MNO were used as a benchmark YT — 510 504 503 00042
to gauge the cost of roaming. It was discovered that the difference between domestic regional tariff
calling prices in Botswana and roaming in the SADC region is on an average 1964%. | (SADC)

The average local rates for making acall through I\/Iascom, Orange and BTCL is USD Source: Tarifica, Competition and Consumer Authority of Botswana calculations

0.11, whereas the average SADC calling rates (to home country) is USD 2.27 which 44,  Similarly, Table 5 further shows comparisons of domestic prices in Botswana and

translates into a difference of 1964%w~. This clearly shows that roaming prices are roaming-in-other African regions' [EAG and EGOWAS].-Although the roaming charges

of interconnection and regulatory alignment in the Southern African Development Community- Working Paper 2021/126: Grace Nsomba , 2021
15 Consult BOCRA
16 used the percentage increase formula (N2-N1)/N1)*100 = P




are still relatively high in EAC and ECOWAS, the disparity between the domestic
and roaming rates are much less than in SADC, with EAC being 1800% higher and
ECOWAS 1527% higher. This further confirms that the SADC region has much higher
tariffs than other regions in the continent. Perhaps the characteristics of these regions
in terms of factors surrounding them, degree of regulatory interventions, and the
infrastructural development needs to be explored for purposes of benchmarking and
advocacy efforts.

Table 5: Comparison between Botswana Local Operators prices and Average
Regional International roam price (Africa)

Average 2.27 Average 2.09 Average 1.79
SADC EAC ECOWAS

Average 0.1133 Average 0.1133 Average 0.1133
Botswana Botswana Botswana

local rates local rates local rates

% Difference | 1964 % Difference | 1800 % Difference | 1527

Source: Tarifica, Competition and Consumer Authority of Botswana calculations and local MNO operator websites

DATA ROAMING

45. Access to data services is crucial when roaming as it enables customers to
access numerous platforms and applications such as maps, emails, banking,
Voice over internet Protocol (VOIP), and other services. Moreover, it enhances
travel, communication, and ease of doing business. Although mobile markets are
concentrated in Botswana, competition in terms of data continues to increase
through providers such as data only providers, and other internet service providers
offering fixed wireless and fibre services. For purposes of this study, however, focus
is limited to companies which provides data through SIM card mode. In Botswana,
only two companies offer wholesale fibre infrastructure to mobile operators — a state
owned enterprise (BoFinet) and one other private company.

DATA ROAMING CHARGES IN BOTSWANA AND SADC REGION

46. Data roaming in Botswana is relatively moderate when compared to other countries

in the SADC region. Charges for roaming through data is charged at an average of
USD 5.53 per megabyte, placing the country in the eighth (8th) position when ranked
with other SADC countries. This is a mid-level position that is significantly lower (300
percent lower) than the regional average of USD 22.39 per megabyte. Nevertheless,
there is room for prices to be reduced when benchmarked against DRC which has
the lowest data charges in the region, at an average of USD 0.0042 per megabyte.
Regionally, the country with the highest data roaming charges is Angola with an
average of USD 207.2 per megabyte.

47. Thereis stillan outcry in the country that data roaming charges are high. However, local
MNOs compete by offering add-on packages options, which are much cheaper than
the normal charges. For example when roaming with Mascom there are packages
such as “One World Roaming” that offer standard roaming charges across states
that have affiliate MNO’s». These packages are only offered to customers who roam
on affiliate networks, and not customers roaming on rival networks.= This practice
has the potential to lessen competition as it has a lock-in and exclusionary effects.

COMPARISON OF DATA ROAMING CHARGES IN BOTSWANA WITH OTHER
AFRICAN COUNTRIES

48. Across Africa,» Botswana ranks the fifteenth (15th) highest in terms of average
data roaming charges per megabyte out of thirty-three (83) countries. The average
data roaming charge across the thirty-three (33) countries compared is USD 19.59
per megabyte, whilst Botswana’s average data roaming charge is USD 5.53 per
megabyte. Despite Botswana’s data roaming charges being 254 % less than the
average African data roaming charge, the charges are still relatively high, looking at
the fact that Botswana charges higher than fourteen countries of the thirty- three (33)

compared.




Table 6: Data Roaming Charges across Africa

SADC ECOWAS

Home Country | Price per | Home Country | Price per Price per MB
MB MB

Angola 207.02 Benin 1.86 Burundi 18.35

Botswana 5.54 Cabo Verde 2.91 Kenya 6.94

DRC 0.0042 Cote d'lvoire 21.42 Rwanda 0.04

Eswatini 1.27 Ghana 0.04 Tanzania 7.42

Lesotho 9.57 Guinea 0.01 Uganda 7.35

Madagascar | 11.91 Guinea-Bissau | 208.08

Malawi 2.25 Liberia 0.02

Mauritius 0.71 Mali 2.25

Mozambique | 5.57 Niger 0.34

Namibia 69.74 Nigeria 10.69

Seychelles 4.02 Senegal 3.26

South Africa 3.95 Sierra Leone 0.09

Tanzania 7.42

Zambia 6.74

Zimbabwe 0.0903

Region Region Region

Statistics Statistics | Statistics

Mean 22.39 Mean 20.91 Mean 8.02

Median 5.54 Median 2.06 Median 7.35

Min 0.0042 Min 0.01 Min 0.04

Max 207.02 Max 208.08 Max 18.35

Sourced by ACF from Tarifica

49. The statistics also shows that data roaming in the SADC region is more expensive
than in other African regions. Table 6 shows a comparison of data roaming charges
between the SADC, East African Community (EAC) and Economic Community of
West African States (ECOWAS)». The comparison shows that the SADC region on
average has the highest data charge of USD 22.39 compared to ECOWAS (USD
20.91) and EAC (USD 8.02). The lower charges by the EAC might be attributable
to the effectiveness of the regional instruments in place such as the EAC Roaming

20 Excludes member states that data was not available

Framework that aims to harmonise mobile and data roaming charges across the
region. The lesson learned from this regional disparity is that economic regulation
is perhaps a necessary intervention in determining competitive outcomes in the
telecommunications sector.

FACTORS THAT INFLUENCE COST OF INTERNATIONAL
ROAMING

50.

o1.

52.

Despite the concerted efforts and studies undertaken in the SADC region to determine
the causes of high roaming charges, it remains unclear what the actual costs faced
by mobile network operators in providing roaming services are. However, there
seems to be some light in uncovering these, as an inquiry with the BOCRA revealed
that the CRASA has just completed a similar exercise towards the implementation of
Phase 3 of the regional initiative to reduce roaming charges. It is understood that the
purpose of the exercise was to develop a cost model to establish the costs incurred
by operators in the provision of roaming services with a view to determine reasonable
wholesale and retail roaming prices within the SADC region. The report is expected
to inform appropriate regulatory measures to be implemented to benefit both the
industry and consumers.

This section therefore is limited in discussing the actual costs incurred by mobile
operators in Botswana and by extension, the SADC region, on the basis of the
background provided. Unfortunately, the report could not be shared as it largely
contains sensitive information on the costs of respective mobile operators in the
region. The available literature however shows that, there are a number of components
that determine the cost of roaming, and that the high roaming prices are largely the
function of inter operator charges and international gateway charges. This section will
therefore flag out these factors, some of which are common to all MNO’s.

Roaming overheads are the administrative costs required to provide roaming services
to customers. These may include accounting costs; payment overheads (such as
currency exchange losses); revenue assurance; fraud prevention costs; dedicated
staff costs; and software and system costs. In addition, there are a variety of setu
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53.

54.

55.

56.

costs such as negotiation of roaming agreements, testing roaming connections and
(data and financial) clearing costs.

While it is difficult to ascertain all the roaming overheads of each MNO, it is perhaps
safe to mention that due to economies of scale, an MNO with a larger subscription
base most probably has lower roaming overheads, which should translate into lower
roaming charges. In the case of Botswana, Mascom wireless has 53 percent market
share, followed by its close competitor Orange Botswana with 31 percent, and
BTCL 16 percent. Such a market power by Mascom is reflected by its lower roaming
charges which are 6 percent lower than its competitors.

Interconnection rates (MTR) are rates charged for connecting a call between two
subscribers on different networks, and these calls and are often referred to as mobile
termination rates (MTR’s). Termination rates are reported to be crucial determinants
of retail roaming charges. An increase or reduction of termination rates will have an
effect on the retail roaming charges offered by MNQO’s. Although the MTRs have a
direct impact on mobile retail prices, consumers are often not aware of them when
making subscription decisions. Therefore, each network is a de facto monopoly for
termination of calls, which can be a source of collusion. The regulatory authorities
generally recognize this fact and intervene by regulating MTRs.

In Botswana MTR’s are regulated and every roaming agreement between local
MNOQO’s and roaming partner country is vetted for approval by the regulatory authority
(BOCRA) in order to ensure fair terms of trade and reasonable cost outlays.

International Gateways or Carriers charges are payments made to an international
transit carrier to convey calls from one country to the other. According to a study
by GSMA, the international gateways markets are generally monopolistic in nature.
The same report reveals that international call prices in countries with partially
liberalised gateways, fell by at least 31 percent, and as high as 90 percent in the
years immediately following full liberalisation. Prices for other international services,

Figure 14: The Main Cost Components That Constitute Wholesale Roaming Charges
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such as international leased lines, also fell. This shows that International Gateways or
Carriers charges have an undeniable impact on roaming charges.

Up until 2006, the Botswana Telecommunications Authority (BTC) possessed a
monopolistic position in providing international gateway services. This status quo
changed after 2006 when the gateways were liberalised by introducing a new
licensing system that allowed other companies to have their own gateway routes.
The opening up of the market to allow access to gateway services, however, did not
exhibit any effect on roaming charges. The only notable reduction in roaming charges
was in 2015 when BOCRA reduced the local tariffs following an implementation of the



SADC ICT policy on the reduction of regional tariffs. The exercise reduced roaming
tariffs for Botswana by up to 30 percent.

OTHER DETERMINANTS OF ROAMING COST

58.

59.

60.

61.

Besides the cost components, there are other operational mechanisms that have
a bearing on the international roaming cost. Operational determinants of roaming
costs, namely: roaming agreements, operational alliances, and economies of scale,
all have a bearing on how much a consumer pays for international roaming.

Roaming Agreements: Roaming enables a mobile subscriber to automatically make
and receive voice calls, send and receive data, or access other services when
travelling outside the geographical coverage area of their home network, by means
of using a visited network~. In order ensure that consumers receive service outside
their MNO’s coverage area, their MNO has to have agreements for such with other
MNO’s. The complexities of bargain powers come into play at this point. The larger
and more established MNO’s normally have the comparative advantage and would
usually negotiate for better terms (including cost). Smaller or unaligned operators are
wholesale price takers because they lack the bargaining power of larger or aligned
networks=.

Operational alliances: The level of corporate and ownership operational alliances in
the international roaming market has an impact in roaming charges. For example, the
data shows that MTN customer to MTN customer roaming charges across territories
in which it has presence, are much less than when MTN customers roam on other
MNO networks. Wider network coverage provides this amenity to customers and
therefore bolsters an MNQO’s competitiveness.

MTN Group has a footprint in most African countries including Benin, Botswana,
Cameroon, Cote d'lvoire, Cyprus, Ghana, Guinea Bissau, the Republic of Guinea,
Liberia, Nigeria, the Republic of Congo (Congo-Brazzaville), Rwanda, South Africa,

21 https.//www.gsma.com/aboutus/gsm-technology/roaming
22 https.//www.oecd-flibrary.org/docserver/5k45591zbn5l- en.paf?expires=1647854963&id=id&accname=guestschecksum=0D5450BC878446002980FF-
CEB89343788

62.

63.

Sudan, South Sudan, Swaziland, Uganda and Zambia. This coverage avails the MNO
(MTN) vast economies of scale, a network service continuity and lower prices.

Furthermore, Orange Middle East and Africa Company which has a stake in Orange
Botswana also has a substantial footprint in Africa. This also allows special pricing
across affiliate countries.

Economic conditions: the local market and economic conditions, which vary
considerably within the African region plays a pivotal role in the inflation of roaming
charges. Factors such as labour costs, inflation rates, and economies of scale affect
local roaming rates=. Studies have also revealed that retail prices for roaming in
the region were high relative to the costs faced by operators. Furthermore, within
regions there is a heterogeneity among national mobile telecommunications markets
as a result of differences in travel patterns, labour costs, exchange rates, inflation
rates, technology platforms, economies of scale, target customer segments and tax
regimes which contribute to high and inconsistent roaming rates across regions.

COMPETITION CONCERNS

64.

65.

The high roaming charges in the SADC region, as demonstrated above has the
potential to thwart the growth of the telecommunication industry and consequently act
as a disincentive for innovation in the mobile network industry. International gateways
are generally monopolised and have been cited as one of the key factors that lead
to high roaming charges. There is need for concerted efforts by African countries to
investigate the dynamics around international gateway access with a view to advocate
for the liberalisation of such markets and/or enforcement of competition law.

Mobile Network Operator markets are characterised by concentrated structures due
high barriers entry barriers. As a result of their network effects, there is need for
regulatory intervention to facilitate entry in order to promote competition in these
markets. Lack of entry could lead to the absence of innovation and high tariffs due

23 https://www.gsma.com/publicpolicy/wp-content/uploads/2012/09/Africa-International-roaming-explained-English. paf
24 httos://www. wider.unu.edu/sites/default/files/Publications/Working-paper/PDF/wp2021- 126 -regulation-interconnection-regulatory-alignment-SADC. pdf
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66.

to the absence of competitive pressure. It therefore, remains empirical to facilitate
entry MVNO'’s as this could be the appropriate solution in this case. This is because
empirical evidence shows that entry by MVNQO'’s could increase consumer choices
by providing a range of services including roaming services that are tailor made for
specific customers= The provision of international roaming services by MVNO'’s,
could exert competitive pressure on local MNO’s, resulting in a general reduction
roaming charges. In order to address this competition concern, Botswana adopted
a directive in 2017 that facilitated entry of MVNQO’s in the local market=. The directive
cited the following as primary concerns, amongst others:

65.1 pricing of wholesale and retail services;

©65.2  pricing of mobile broadband;
65.3  uncompetitive behaviour and opportunity for abuse of market power; and
65.4  lack of transparency on provision of wholesale services and opportunity for

undue discrimination wholesale providers.

This study has also established that incumbent MNO’s have a tendency of offering
contractual agreements that foreclose potential competitors from entering the
market (MVNOs). This is another area that warrants an investigation to assess the
competitive status of such arrangements. For example, in Botswana an assessment
of the Contractual Offers by incumbent MNOs to Prospective MNVOs revealed anti-
competitive clauses. Table 7 shows the identified clauses and their implications on
entry and competition. The table shows that the dominant firm in particular offers
contractual terms that deter entry and limits access to certain services, especially
international roaming.

Table 7: Wholesale Reference Offers for hosting MVNOs by MNOs in Botswana

\YIN®]

Barrier to entry and growth

Effect on competition

Reference Offer

25 https.//www.cwita.ca/wp-content/uploads/2020/07/Understanding-the-impacts-of-MVINOs-in-Canada-Part-2. pdf
26 BOCRA-REGULATORY DIRECTIVE NO.-1 OF 2017 issued on 24 March 2017

Mascom

Para B8: MVNOs are not allowed
to provide the following services
The provision of all or part of

the core network infrastructure
such as interconnection between
Mascom and requesting party
Transit or routing services
International roaming services

This provision limits the ability

of MVNO to compete and

grow by limiting the number of
services they can provide. The
MVNO need to compete in a
range of services and it also
need economies of scale for it to
grow and compete. The clause
limit innovation and choices to
consumers and will result in

less desirable contract terms for
consumer. Competition in the
international roaming services is
crucial to reduce the high cost
of roaming associated with The
provision has the effect of leading
MVNQO's to be out competed

in the market and keeping the
existent oligopoly structure intact.
The current market structure is
prone to high prices, price fixing,
market allocation and collusion,
particularly that BOCRA has
allowed for

Para B10: Mascom will not allow
more than 2 MVNOs on the
Mascom Network at any time.

In addition, The MVNO that will
have contractual agreements
with Mascom will not allowed

to have another contractual
agreement with any mobile
operator.

Limiting the number of suppliers
forecloses competition and gives
the incumbent suppliers market
power. In addition, Mascom has
limited the number of product
services it could offer, which
means an MVNO who wants to
gain the competitive edge by
diversifying its services could

not be able to do so. One would
have thought limiting the number
is about capacity, but the MVNO
takes the responsibility for any
extra costs of infrastructure
associated with it services.




Para F23: Mascom shall monitor
and conduct internal analysis

of MVNOQO's customers for the
purpose of network quality
assurance.

The clause reduces the incentive
for the MVNO to compete and
act as a vigorous rival. It strict
competition by creating an
opportunity for the monitoring

of market shares and price
information. It also reduces the
ability of customers to switch
between suppliers. It suffices for
the MNO to know the volume

of traffic for quality assurance
purposes as provided for in other
paragraphs.

Para 49: MASCOM shall have

a right to terminate the MVNO
Agreement if

The MVNO holds spectrum
frequency licence(s) with respect
to which it has achieved outdoor
coverage exceeding 10% of the
Botswana population; or

The MVNO holds spectrum
frequency licence(s) which
contain outdoor coverage
obligations exceeding 10% of
the Botswana population.

The provision effectively limit
competition as it doesn’t allow
MVNQO'’s grow by increasing

its clientele. and this will have
the effect of reducing MVNO’s
ability to compete effectively in
the market ultimately leading to
MVNQO's exiting the market. The
clause is a barrier to entry

The growth of clientele for the
MVNOs benefits both the MNO
and MVNO and it should in the
interest of the MNO operator to
permit the MVNO to increase its
clientele as it charges calls and
the volume of traffic flow.

Orange
Botswana

Para 5.1: MVNOs are only
allowed to purchase all its

SIM cards through Orange
Botswana authorised Sim card
manufacturers. Orange may
impose any other reasonable
requirements on the purchase of
SIM cards.

This provision grants exclusive
rights to Orange to effectively limit
the MVNOs from sourcing SIM
cards form potential suppliers who
could provide cheaper rates. The
provision can ultimately lead to
increased costs for MVNO and
serves as a barrier to entry in the
market.

BTCL Para 8: of the offer grants The provision has the same
BTC exclusive rights to be the implication as the one above for
exclusive provider of SIM cards | Orange Botswana wholesale
for the MVNO. agreement.
67. In summary, the above contractual offers would adversely affect the growth of

the sector as a result of the following restrictions: barring/limiting the prospective
MVNOs to provide some services- including roaming services; limiting MVNQO’s
inter-connectivity with other MNO’s or MVNQO’s; limiting the number of MVNOs to
access the network facilities despite the available capacity; limiting the number of
subscribers an MVNO can house; barring MVNOs to have contractual agreements
with competing mobile operators; requiring MVNOs to source SIM cards only from
the contracting partner; and Mobile operators having access to sensitive information
of MVNOs.

REGIONAL AND CONTINENTAL PRIORITIES

68.

69.

The average local rates for making a call through Mascom, Orange and BTCL is USD
0.11, whereas, the average SADC calling rates (to call Botswana) is USD 2.27 which
translates into a difference of 1964%. The difference between the two rates shows
cost of roaming or at least the average increment that roaming imposes on Batswana
when travelling across the SADC region. Further, comparison of data show that
there is a high variation in roaming charges between SADC member states (58.8).
This means that, SADC member states have a greater challenge to harmonise their
roaming charges in order to achieve their regional integration objectives.

The analysis of data also shows that, the SADC region depicts the highest roaming
charges as compared to the ECOWAS and the EAC region which have the average
roaming charges of USD 1.80 and USD 2.09, respectively. The analysis further shows
that, the variance in roaming charges between member states in the EAC (2.84)
and ECOWAS (3.62) regions are closer to convergence as compared to SADC. This
implies that subscribers of the two regions generally enjoy lower roaming charges.
The comparison of the roaming initiatives across the three regions show that the
EAC has made the most progress in reducing and harmonising roaming charges

39
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70.

within the region. This was made possible largely by the adoption and successful
implementation of the One Network Area (ONA) roaming initiative.

On the same principle, in 2016, the SADC region adopted the SADC regulations
aimed at enhancing affordable roaming charges for Voice, SMS and Data services.
The adoption and implementation of this initiative by all member states, could perhaps
produce outcomes that are similar to those of the EAC and ECOWAS regions.

CONCLUSION

71.

72.

73.

Botswana is one of the countries with the highest voice roaming charges in Africa.
The difference between the charge for the average local call and average rates for
roaming in the SADC region is 1964%, reflecting exorbitant roaming charges. In
contrast, the ECOWAS and EAC regions have much lower voice roaming charges
that are more convergent and closer to harmonisation than the SADC region. These
lower rates were as result of the adoption and implementation of regional initiatives
aimed at reducing and harmonising roaming charges.

As for data roaming, Botswana is relatively moderate when compared to other
countries in the SADC region as it charges an average of USD 5.53 per megabyte, as
compared to an average of USD 22.39 per megabyte in the SADC Region, placing
the country in the eighth (8th) position when ranked with other SADC countries. The
Demographic Republic Congo offers the lowest data charges in the region at an
average of USD 0. 0042 per megabyte. It would be beneficial for SADC member
states to consider the factors that enabled the DRC to achieve such low rates.

Across Africa, Botswana ranks the fifteenth (15th) highest in terms of average data
roaming charges per megabyte out of thirty-three (33) countries. Despite Botswana’s
data roaming charges being 254 % less than the average African data roaming
charge, the charges are still relatively high-implying that Botswana has room to further
reduce data roaming charges. The analysis also shows that data roaming charges in
the SADC region are more expensive than in other African regions.

74.

75.

The need to identify and address the factors that make the cost of roaming charges
high remains imperative. The telecommunications authorities in the region, including
Botswana, continue to make efforts to reduce tariffs and roaming charges through
regulation. The ongoing efforts to try to induce cost based pricing models across the
SADC region is highly commendable.

The study also established that, incumbent MNOs have contractual offers that
contain anti-competitive clauses that have the potential to deter entry. Such clauses
are some of the factors that thwart efforts to promote competition in the sector.

RECOMMENDATIONS

76.

7.

78.

79.

There is need for concerted efforts by African countries to investigate the dynamics
around international gateway access, with a view to advocate for the liberalisation
of such markets and/or enforcement of competition law. International gateways are
reported to be one of the major drivers of roaming charges.

Strengthen the efforts to facilitate entry of MVNOs to stimulate effective competition
in the market by reviewing the contracts between MVNOs and mobile network
operators. The intervention could introduce value added services in the sector,
including international roaming services, which could put pressure on incumbent
MNO’s to reduce roaming charges. Facilitating entry of MVNQOs could ultimately yield
policy desirable outcomes such as lower local and international roaming charges,
wider choices of service to consumers and favourable terms and conditions in the
market.

Implement the SADC Roaming Project to induce cost-based tariffs and roaming
charges. Similar models worked well in reducing roaming charges in other African
regions such as ECOWAS and the EAC.

Adopt regional capacity building programmes/training to empower communication
regulators with competition assessment skills. Such tools will assist the sector
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regulator to detect and deter conducts that impede entry and effective competition in

the Mobile network industry; and

Strengthen the collaboration between the communications regulatory authorities
and competition authorities, with the aim to promote effective competition in the ICT

sector.
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CHAPTER 3: COMESA




INTH“DUG“ON AND BAGKGHOUND 4.  MTN operates in six (6) of the Member States of the Common Market namely:
Eswatini, Uganda, Rwanda, Sudan, and Zambia. During the financial year of 2020,
The Common Market for Eastern and Southern Africa (COMESA) is a regional MTN generated a total revenue of USD 1,044,181,818 in mobile services in these
economic community which commenced in 1994 following the signing of the Treaty. countries representing 11.4%: of the revenue the company generates in Africa. Figure
COMESA comprises of twenty-one (21) Member States; Burundi, Comoros, Djibouti, 15 shows the revenue generated by MTN in each of the Member States:
Democratic Republic of Congo (DRC), Eritrea, Egypt, Ethiopia, Eswatini, Kenya,
Libya, Madagascar, Mauritius, Malawi. Rwanda, Sudan, Somalia, Seychelles, Tunisia, 5. The market share of MTN in the same period in the Member States are as shown in
Uganda, Zambia, and Zimbabwe, all of which have a combined population of over Figure 16.
583 million people: 6. Orange operates in five (5) of the Member States namely: Democratic Republic
In the Common Market, telecommunication is considered as one of the important of Congo (DRC), Egypt, Tunisia, Madagascar and Mauritius and generated a total
ingredients to facilitate economic integration in the region. It has been noted that the revenue of USD 1,586,088,940 as at the end of the 2020 financial year representing
tariffs charged by telecommunication service providers may not be competitive. This 25.9% of the total revenue generated in Africa in the mobile services market. Figure
is the case not only in the Common Market but in other regions as well. A study that 17 shows the revenue generated in the Member States.
was done on the role of communication in Africa’s regional integration indicated that 7. The Market share of Orange in the Member States in the same period is as follows:
communication is a necessary condition for trade and the region’s economic and social
development. This is because it provides the physical links between various countries 8. Vodafone operates in three (3) of the Member States namely; DRC, Egypt and Kenya
and forms a major component of the costs of trade, the global competitiveness of and generated revenue of about USD 3,867,658,155 in the financial year 2020
every country and thus its development prospects:. International mobile roaming is representing 51.4% of the total revenue generated in Africa in the mobile services
required for greater economic integration, or cohesiveness. This has been the case in market. The revenue for each Member States is shown in Figure 19.
the European Union and the Arab Regulators Network (AREGNET)-.
9. The market share of Vodafone in the Member States over the same period are as
The mobile telecommunications services market comprising of voice, data and shown below:
Short Message System (SMS) in COMESA is dominated by MTN, Orange, Airtel and
Vodafone which cover thirteen (13) out of the 21 Member States namely; Democratic  10. Airtel operates in eight (8) Member States of the Common Market namely: DRC,
Republic of Congo, Eswatini, Egypt, Kenya, Madagascar, Malawi, Mauritius, Uganda, Kenya, Uganda, Malawi, Madagascar, Seychelles, Rwanda and Zambia and as at
Rwanda, Sudan, Seychelles, Tunisia and Zambia representing coverage of 75.7 % of the end of the 2020 financial year generated revenue of about USD 1,493,160,987
the population of the Common Market. representing 38.3% of the revenue derived from Africa. The figure shows the revenue
generated in each of the Member States.
11. The market share of Airtel in the Member States in the same period are as shown in

1 www.comesa.int

2 COMESA in brief 2018

3 The Role of Communication in Africa’s Regional Integration: A Case Study of the African Union. Paul Mugambi Makunyi

4 https://www.itu. s pub/itu-c/opb/prel/D-PREF-EFIMR02-2013-PDF-E.pdf accessed on 8th March, 2022

5 Calculated based on information obtained from www.comesa.int and httos://www.worlddata.info/trade-agreements/comesa.php

Figure 22.

6 Calculated based on information obtained from MTN 2020 Data sets



Figure 15: Revenue Generated by MTN in the Member States Figure 17: Orange’s revenue generated in the Member States
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Figure 16: Market Shares of MTN in the Member States Figure 18: Market Share of Orange in the Member States
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Figure 19: Vodafone Revenue from the Member States
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Figure 21: Airtel Revenue generated in each Member State at the end of the 2020 financial year
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Figure 20: Market Share of Vodafone in the Member States
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Figure 22: Airtel Market Share at the end of the 2020 financial year
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12.

13.

It is worth noting that while there are other mobile service providers in the Common
market, MTN, Orange, Vodafone and Airtel dominate the provision of mobile
telecommunications services, specifically in voice, SMS, and data by MNOs in the
Common Market.

Whilst the above information gives a snapshot of the major players in the provision of
mobile telecommunications services in the Common Market, the study will focus on
five of the Member States to assess the cost of roaming charges. These are: DRC,
Egypt, Kenya, Uganda, and Zambia. The five countries have been picked due the sizes
of their economy as well as the subscriber base covered by the telecommunication
companies which may likely have an appreciable effect on trade in the Common
Market.

14,

The Mobile services market in DRC has four (4) players namely: Airtel, Vodafone,
Orange and Africell which account for about 40,798,396 mobile subscribers and a
penetration rate of 46.2%. In 2020, the 4 operators generated a total revenue of USD
1,383,775,709, from voice calls, SMS, roaming, and data. The revenue specifically
relating to roaming was about USD 5,240,435, In Egypt, the mobile services market
has 4 main players namely: Vodafone, Orange, Etisalat and Telecom Egypt which
accounted for a subscriber base of 103,045,000 in 2020 and a penetration rate of
100.7%>. In Kenya, the mobile services market is dominated by Safaricom, Airtel,
Telkom and Equitel with a subscriber base of 61,408.906 and a penetration rate of
129.1%-~. In Uganda, the mobile services market is dominated by Airtel and MTN,
other service providers include UTL, the mobile service providers have a subscriber
base of 27, 688, 987 and a penetration rate of 66.78% as at December 2022. In
Zambia, the mobile services market is dominated by MTN. Airtel and Zamtel which
account for a subscriber base of 19,100,000 and a penetration rate of 106.8%-. Al
the four countries operate the 2G, 3G and 4G networks.

STUDY OBJECTIVES

15.

The objectives of the study are to:

15.1 Understand the market structure, state involvement and the regulatory setting
of the telecommunications industry in the Common market focusing on DRC,
Egypt, Kenya, Uganda and Zambia, with a particular focus on the determination
of roaming charges that impact on continental trade and tourism.

15.2  To determine the competition concerns that may be alive in the sector

regarding roaming charges in the Common Market with particular focus on
DRC, Egypt, Kenya, Uganda and Zambia.

7 Sector Regulators (ARPTC) market reports for 2020

8 Compiled based on the subscriber base obtained from the websites of the operators in Egypt and the population of Egypt obtained from hiips.//www.worlddata.

info/trade-agreements/comesa.php

9 Vodafone has about 38% market share in Safaricom
10 Sector Regulator (CAK) annual report for the financial year ending March 2021
11 Sector Regulator (ZICTA) market report for 2020

a7
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15.3

15.4

To provide a platform for identifying regional and continental priorities in
respect of the telecommunications industry; and.

To identify policy recommendations aimed at promoting competition in the
telecommunications sector.

METHODOLOGY AND SCOPE

16.

17.

18.

The scope of the study is limited to the provision of international roaming voice and
data services over SIM-supported mobile telecommmunications devices to consumers
in the respective participating countries when travelling abroad to major trade partners
and/or member states of regional customs and monetary unions. The study does not
consider fixed line telecommunications services and does not consider the provision
of SMS over SIM-supported mobile devices.

International roaming markets are assessed on the basis of mobile network operator
(“MNQO”) pairs within country-to-country pairs. Thus, the study will consider voice and
data services offered between all MNO pairs for each home country-visited country
pair, where the home countries are restricted to the countries participating in this
study and include, South Africa, Zambia, Zimbabwe, Kenya, DRC and Egypt and the
visited countries are restricted to the major trade partners and members of regional
trade groups.

The roaming charges assessed are those rates that prevailed as of February 2022.
To further ensure consistency between the country chapters, the roaming price data
used in each country chapter will be procured collectively from the same source(s).
However, it is recognised that it may be necessary to supplement this data with
desktop research if the data has any issues or if the dataset is incomplete.

GENERAL STATE OF COMPETITION IN THE SECTOR

MARKET STRUCTURE

DRC
19.

In the DRC, the mobile telecommunication services market is dominated by Vodafone
which has in the past 2 years held a market share of above 30% followed by Orange
and Airtel. This market is considered highly concentrated with the Herfindahl-
Hirschman Index (HHI) above 2,500 as it moved from 2834 in 2019 to 2851 in 2020
above the threshold of 2,500 for highly concentrated markets. The table below shows
the positions of the market players in the sector.

Table 8: Market Shares of MNOs in DRC, 2019 and 2020

Company Subscriptions, | Market share Subscription Market Share
2019 2019 (%) 2{0210) 2020(%)
Vodacom 13,402,194 36.1 14,818,133 36.3
Orange 10,398,435 28 11,197,168 27.5
Alirtel 9,300,570 251 10,583,837 25.9
Africell 4,022,009 10.8 4,199,258 10.3
Total 37,123,208 100 40,798,396 100
HHI 2834 2851
Source: calculated using information from the ARPTC market reports for 2019 and 2020
EGYPT
20. The mobile telecommunication services market in Egypt is dominated by Vodafone

which held market share of above 40% in both 2019 and 2020. The market is highly
concentrated with HHI above 2,500 even though there was a drop in the HHI from
3,145 in 2019 to 3,064 in 2020. The table below shows the market shares of the
market players in the sector.



Table 9: Market Shares of MNOs in Egypt, 2019 and 2020 UGANDA

Compery L SHSEE STl LSS 22. The mobile services market in Uganda is dominated by MTN with a market share
200 A () 2020 A0 () of 52.9%, Airtel with market share of 35.2% as at December, 2020. The rest of the

Vodafone 40,244,000 404 41,702,000 405 market share was shared by Africell, Lycamobile and UTL. However, Africell exited

Orange 28,098,000 281 27,501,000 6.7 the market in Uganda in October, 2021 leaving the four market players with MTN and

Etisalat 26,400,000 26.4 26,500,000 25.7 . . o

Telecom 5.129.000 51 7 342.000 71 Airtel still dominating the market».

Total 99,871,000 100 103,045,000 100

HHI 3145 3064 ZAMBIA

Source: calculated using information from the annual reports of the respective companies and their websites
23. The mobile services market in Zambia is dominated by MTN Zambia which held a

KENYA market share of above 43% in 2019 and 2020. The market is highly concentrated
21. The mobile services market in Kenya is dominated by Safaricom which has had a with HHI above 2,500. The HHI increased from 3,561 in 2019 to 3,681 in 2020. The
market share of above 63% in both 2019 and 2020 followed by Airtel Networks. The table below shows the market share of each operator in 2019 and 2020.

market is highly concentrated with HHI above 2,500. The HHI dropped from 4,918 in
2019 10 4,145 in 2020. This was partly due to the entry of a fifth player in the market,

Table 11: Market Shares of MNOs in Zambia in 2019 and 2020

Company | Subscriptions, Market share Subscription Market Share
Jamii Telecommunications Limited which acquired a market share of 0.3% in 2020. 2019 2019 2020 2020
The table below shows the market share of each operator in 2019 and 2020. MTN 7.519,397 43.7 8.656,154 45.3
. . Zambia
Table 10: Market Share of MNOs in Kenya in 2019 and 2020 Airtel 5.836.926 339 6.771.906 355
Company Subscriptions, | Market share | Subscription | Market Share Networks
2019 2019 2020 2020 Zamtel | 2,555,909 22.4 3,676,148 19.2
Safaricom 35,335,107 64.8 39,069,342 63.6 Total 15,012,232 100 19,104,208 100
Airtel Networks 14,118,569 25.9 16,677,057 27.2 HHI
Telkom Kenya 3,391,946 6.2 3,823,457 6.2 3561 3681
Equi tel 1 ’709, 875 3.1 1 ,678, 197 27 Source: 2020 market report by the sector regulator (ZICTA)
Jamii o 0 0 160,921 0.3 BARRIERS TO ENTRY
Telecommunications
fotal 54,555,497 100 61,408,904 100 24. According to the Global Management Consulting Firmes, legal and technical
So|;|rc|_e|:|85*ct0rﬁegu/alors (CAK) market reports for 2019 and 2020 o8 o developments are required to remove double taxation, combat fraud, and liberalise

international gateways. Combating these barriers is vital prior to any implementation
of roaming regulation, as they artificially inflate roaming charges in individual countries.

nient/uploads/2012/09/Africa-Inter




TECHNICAL BARRIERS FRAUD

25. The industry continues to heavily invest in meeting the technical challenges of 28. Fraud remains a major financial concern for operators despite increased efforts and
international roaming. The technical challenges include: requires further investment in technology and negotiation of roaming agreements for
minimisation.
251 Prepaid roaming where operators have had to invest heavily to enable

customers on prepaid to roam. The specific investments required are technical
, , , , _ , INTERNATIONAL GATEWAYS
implementation costs, including system upgrades and expansion of prepaid

roaming which may burden smaller operators. 29. |International gateways are the facilities through which international calls are sent

and received. Where international gateways are not liberalised, their costs make

25.2  Interoperability that is the use of Global System for Mobile Communications Up a significant proportion of the total roaming costs. Even with volume growth,

(GSM) could prevent many low cost handsets from roaming. The there is no bargaining power for operators working across monopolised gateways.

required investment includes  enforcement and monitoring costs, which This means inter-operator tariffs are likely to continue to be high. International long

disproportionately biyden least developed countries. Further investments are distance termination charges are another cost that inflates end-user prices. Although

required by operators to provids,consistent quality of service across roaming there has been much improvement in the level of competition, international gateway

networks: monopolies remain in at least 20 per cent of African countries. International roaming
25.3  Coverage that is network coverage to include the latest technologies such call prices between liberalised gateways are typically 25 per cent lower than between
as 3G and 4G remains underdeveloped as operators continue to roll out and those with gateway monopolies.

upgrade networks. The investment that may be required includes consumer
communication and marketing costs which need to be increased to promote  DOUBLE TAXATION

roaming and ensure transparency. 30. This inflates retail prices, which affects the industry and mobile users, as well as

26. The explained level of investment is in addition to the mobile broadband roll outs government revenue. In sub-Saharan Africa VAT rates vary which can complicate
across the region. the task of roaming pricing for operators. In addition, many countries levy other local
taxes, such as withholding taxes and local and state taxes, which further inflate prices.

STRUCTURAL BARRIERS

27. In addition to technical barriers, there are structural barriers which include double
taxation, fraud and access to the international gateway. Addressing these barriers is
important in the lowering the cost of roaming in individual countriese.

14 Africa Roaming Tariff Market Size, Share & Trends Analysis Report By Type (National, International), By Distribution Channel (Retail Roaming, Wholesale Roaming),
By Service (Voice, SMS, Data), And Segment Forecasts, 2020 - 2027 - Gll (giiresearch.com)
15 International Roaming Explained, Africa, GSMA, 2012



REGULATORY AND LEGISLATIVE FRAMEWORK

KENYA

31.

32.

33.

The mobile telecommunications services market is regulated by the Communications
Authority of Kenya (CAK) which enforces the Kenya Information and Communications
Act, 1998 as amended in 2013. The Act is implemented through a set of Regulations,
guidelines and policies. The mobile and mobile internet penetrations as of 2020
were at 129.1% and 79.7% respectively and all the operators in the market had 4G
licences». In 2020, Safaricom announced that it has started testing the 5G technology
which it planned to roll out in selected parts of the countryr.

Tariffs charged by the MNOs are regulated under the Kenya information and
Communications Tariff Regulations of 2010=. All tariffs that are charged by MNOs are
required to be approved by the CAK. Further, CAK issues Spectrum to mobile service
providers and in some cases CAK may require operators to share their frequency.»
Some studies have shown that Kenya has assigned one of the highest amounts of
coverage spectrum per operator in Africa and this has contributed to a high mobile
broadband penetration rates close to 90%. The average spectrum assigned for each
operator in Kenya is over 40 MHz=. In addition, mobile operators in Kenya including
Airtel, Safaricom, Telkom and Jamii all have licences for the international gateway
while Telkom also has Submarine cable landing rights. Holding the international
gateway licences is important for MNQOs as it assists them in lowering their cost of
operations and can better provide services such as roaming to consumers at better
prices.

Kenya being a member of the East Africa Community (EAC) is one of the countries
in which consumers benefit from the implementation of the One Network Africa
(ONA). ONA is an initiative under EAC whose objective was to reduce the cost of

16 CAK Market Reports for 2020

17 ZICTA Market Report for 2020

18 https.//www.ca.go.ke/wp-content/uploads/2018/02/Tariff-Regulations-2010.pdf

19 https.//www.ca.go.ke/wp-content/uploads/2018/02/Radio-Communications-and-Frequency-Spectrum-Regulations-2010- 1. pdf
20 Effective Spectrum Pricing in Africa, GSMA, November, 2020

34.

35.

roaming for consumers in EAC. This started in May 2014 when the Northern Corridor
Integration Projects Summit concluded that the high cost of intra-regional roaming
was detrimental to the EAC integration agenda. The Member States of EAC including
South Sudan therefore agreed on a concept for roamers to only pay the local domestic
tariffs of the visited network and the elimination of all charges and surcharges for calls
received while roaming.

In order to implement ONA, the EAC Multi-Sectoral Coordination Committee adopted
recommendations from the EAC Sectoral Council that; Wholesale (inter-operator) tariffs
should be capped at USD 7 cents per minute for traffic originating and terminating
within EAC, the retail tariff cap should be USD 10 cents per minute including taxes,
for the traffic originating and terminating within EAC, charges on receiving calls while
roaming were removed within EAC, existing inter-operator agreements were to be
amended by January, 2015, systems were to be set up to prevent traffic re-filling,
fraud and illegal termination of traffic, partner states were to harmonise taxes on
telecommunication traffic and remove international surcharges for traffic originating
and terminating within EAC-. In this regard, the MNOs were required to renegotiate
the wholesale prices for roaming with their partners.

Kenya, Uganda, Rwanda and South Sudan were the first to implement ONA IN 2014
with Tanzania joining in 2021~ For the ONA to be implemented in Kenya, surcharges
on international incoming traffic from EAC countries were removed, there are no
additional charges to subscribers on account of roaming within the region, there
were no charges for subscribers within the ONA for receiving calls while roaming,
CAK also set a cap on the Inter-Operator Tariffs (IOT) within ONA at USD 10 cents per
minute for retail and USD 7cents per minute for wholesale customers. Subscribers
who travel within ONA were charged as domestic subscribers in the visited country
network=. These measures were in line with the recommendations of the EAC Multi-
Sectoral Coordination Committee and were issued by way of a Gazette Notice which
was in line with the relevant Act in telecommunicationsx.

21 A case study of ONA, East Africa One Network Area Foaming Initiative, 2016
22 https.//www.cnbcafrica.com/media/6256927227001/

23 A case study of ONA, East Africa One Network Area Foaming Initiative, 2016
24 A case study of ONA, East Africa One Network Area Foaming Initiative, 2016
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36. The implementation of ONA led to an increase in voice traffic volumes in the EAC. Table 13: Out-Bound and In-Bound Roaming Traffic within the EAC.

For example, traffic coming from South Sudan to Kenya grew by 370 percent while
traffic from Kenya to South Sudan grew by 201 percent in 2015. Traffic from Kenya
to Rwanda grew by 109 percent while traffic from Rwanda to Kenya grew by 85
percent in 2015 The ONA is currently only limited to voice calls with the possibility

Outbound

Incoming
Minutes

Outgoing
Minutes

In-Bound
Incoming
Minutes

Outgoing
Minutes

of it being extended to data. However, negotiations for data roaming are still ongoing. Uganda 88,941,132 3,357,582 26,321,795 4,522,658
CAK requires MNOs to report on international traffic on calls and this is separated | 12nzania 359,943 8,041,453 74,937 7,953,549
for those within EAC and outside EAC. From the available data for the years ending Rwanda 5,540,963 1,191 7,740,061 1,077,250
2018, 2019 and 2020 which are shown in the table below. Burund 5,314 282,105 598 12,918
South Sudan 5,364,131 616,867 4,575,036 383,445

Table 12: Roaming Traffic in Kenya between EAC Countries and from other Countries
International Incoming | Year Ending 2018 | Year Ending 2019 | Year Ending 2020

Mobile Voice Minutes

Source: CAK Sector Reports for the year ending 2020/21
Table 14: Out-Bound and In-Bound Roaming Traffic within the EAC.

Outbound In-Bound
EAC 290,056,369 319,974,271 259,297,260 : : : :
Incoming Outgoing Incoming Outgoing
Others 262,601,723 247,363,520 212,291,309 ; , ; ,
- - Minutes Minutes Minutes Minutes
International Outgoing
Mobile Voice Minutes Uganda 60,712,894 4,596,908 42,748,284 546,997
Source: CAK Sector reports for the year ending 2019/2020 and 2020/2021 Burundi 2,833 1 ,530 73 558
37. From the above table, it can be seen that international incoming mobile voice minutes | South Sudan 4,141,402 1,141,220 4,077,674 45,655

are high within the EAC compared to other countries while the figures are varying for
international outgoing voice minutes. It is important to note that out-bound and in-
bound roaming traffic within is high with Uganda, Rwanda and South Sudan within

Source: CAK Sector Reports for the year ending 2019/20

UGANDA

EAC compared to countries like Tanzania and Burundi. This could be attributed tothe  38. The mobile telecommunication services market is regulated by the Uganda

52

ONA which has been in effect in Kenya, Rwanda, Uganda and South Sudan during
the period of analysis. The table below shows the numbers.

Communications Commission (UCC) which enforces the UCC Act of 2003.UCC
is therefore responsible for regulating the communications sector which includes
telecommunications, radio communication, infrastructure and data communication.
In doing so, it enforces the primary law and has developed various guidelines in the
telecommunications sector and is also responsible for issuing of licences=. Like other
countries, it does not regulate the prices charges by MNOs for customers roaming.
However, Uganda is a Member of the East Africa Community (EAC) and is among
the countries that have implemented the ONA which allows consumers of mobile

26 htips.//www.ucc.co.ug/about-uce/



telecommunication services to benefit from lower rates of calling when they travel to
countries like Rwanda and Kenya.

ZAMBIA

39.

40.

4.

The mobile telecommunication services market is regulated by the Zambia Information
and Communications Technology Authority (ZICTA) which enforces the ICT (Universal
Access) Regulations 2012, the Radiocommunication (Allocation of Frequencies)
(Revocation) Order 2010 and other supporting regulations, guidelines and policies.
All the MNOs have 4G licences. The mobile and internet penetration rates as of
2020 were at 106.1% and 57.1% respectively». ZICTA regulates the tariffs used by
MNOs who are required to submit the tariffs being charged to consumers. In 2018,
ZICTA had undertaken a cost of service study in the sector that led to the reduction
in the Mobile Termination Rates (MTRs) for voice and SMS from 2019 onwards. For
example, the MTR reduced in 2020 from USD 1 cent per minute to USD 0.95 cents
per minute, the reduction in the rates is expected to continue until 2022. .

Suffice to mention that while all the three MNOs have rolled out for 4G in Zambia, the
largest number of telecommunication sites continue to be 2G accounting for 41.1%
of the 10,574 sites in 2020, with 3G sites accounting for 32.9% and 4G/LTE sites
accounting for 26%. However, the number of such sites continue to increase=.

The traffic for international incoming calls has steadily been reducing as shown in
the table below. This has been alluded to the new technologies such as whatsapp,
facetime and messenger

Table 15: Traffic for International Incoming and Outgoing Calls for Zambia

2018 2019 2020
International incoming calls 30,450,936 20,243,408 18,610,289
International outgoing calls 33,472,252 22,471,123 17,401,611

Source: Error! Hyperlink reference not valid. on 20th February, 2022

27 https.//www. zicta.znvacts page=3
28 ZICTA Market Report 2020
29 ZICTA Market Report 2020

42.

43.

It is important to note that Zambia is a Member of the Southern Africa Development
Community (SADC) as such, the MNOs will be expected to implement voice, sms
and data roaming rates agreed on under Revised Roaming Regulations. In 2007,
the SADC ICT Ministers convened a meeting of policy makers, National Regulatory
Authorities (NRA) and MNOs to look into the reduction of retail roaming tariffs within
the SADC region, this was after they noted that the jurisdictional challenges by NRAs
in regulating International Roaming Services. Hence forth, the SADC Roaming project
was established in three phases; phase | involved the liberalisation, transparency to
roaming tariff, information and data collection, phase Il involved wholesale and retail
cap regulation (Roam Like At Home (RLAH)) and Phase lll involves the use of cost-
based price regulation. Phase | and Il of the project were completed. In phase lll, the
wholesale and retail cost-based pricing proposals were computed and approved by
the SADC ICT Ministers in September, 2019. MNOs are expected to renegotiate the
wholesale prices within the timelines given in the project». Zambia has completed
both phase | and Phase Il of the project just like nine other Member States namely,
Botswana, Eswatini, Mauritius, Mozambique, Namibia, South Africa, Tanzania and
Zimbabwes'.

The SADC Roaming Project has calculated wholesale and retail based cost-based
ceilings which have been determined as follows:

Table 16: Roaming Charges proposed under the SADC Roaming Project

USE CASE IOT PROPOSITION RETAIL PROPOSITION
Local Call 1+1+0.5+0.1+6*0.05=USD 2.9 RLAH
cents per minute
Home Call 1+ITC(VN- 2.2*1.25+ITC(VN-
>HC)+0.5+0.1+12*0.05=USD 2.2 | >HC)=USD2.8 cents per
cents per minute + ITC(VN->HC) | minute + ITC(VN->HC)
SADC Call 1+ ITC [VN->SADC]J+ 0.5 + 0.1 2.2"1.25 + ITC [VN-
+12*0.05 = USD 2.2 cents per >SADCJ= USD 2.8 cents
minute + ITC [VN->SADC] per minute + ITC [VN-
>SADC]

30 SADC 2020/21 Annual Report
31 SADC Regional Indicative Strategic Development Plan (RISDP) 2020-2030 published in October, 2020
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Incoming call 0 cents per minute 2.2°1.25 + ITC [HN->
VN]= USD 2.8 cents per
minute + ITC [HN-> VN]
SMS Utilise existing I0Ts while at USD 1cent per SMS +
the same time, MNOs should average ITC SMS Up to
renegotiate the existing IOTs USD 6 cents per SMS
wherever the 10T is higher than
the proposed retail price

Data Equivalent retail tariff of 1MB RLAH

from a Prepaid 30-day 1GB

in bundle offer of the VN+
0.01+0.1+0.2*0.1+0.4*0.05 =
Equivalent retail tariff of 1MB from
a prepaid 30-Day 1GB in bundle
offer + USD 0.14 cents per MB

Where:

For home calls: ITC(VN-> HC) is the charge paid by the Visited Network to call the
Home Country

For SADC calls: ITC [VN-> SADC] is the charge paid by the Visited Network to call
SADC Countries (averaged on the area)

For Incoming calls: ITC [HN-> VN] is the charge by the Home Network to call the Visit-

ed Network
Meaning of terms used

ITC-International Incoming Charge
VN-Visited Network
HN-Home Network
HC-Home Country

Source: Regulations SADC/CM/2015/3B of SADC Ministers Responsible for Postal, Telecommunications and ICT services Meeting of 26th June, 2021
concerning the implementation of the regional directives on roaming services, revised in July, 2020

44. The above wholesale and retail cost-based price ceilings are expected to be

implemented in two phases, with the first phase running from 2020 to 2022. In this
phase, the specific International Incoming Revenue either voice or SMS (ITR) and
ITCs are to be maintained but MNOs are encouraged to lower them through bilateral
negotiations and these negotiations are expected to be done by 31st December,

2020. The responsible ministries, Communications Regulator’s Association of
Southern Africa Roaming Task Team and the national regulatory authorities are
also expected to amend the regulations to allow harmonisation of ITRs and ITCs in
preparation for phase 2. Phase 2 will run from 2023 to 2025 where it is expected that
there will be harmonised ITRs and ITCs in a glide path manner, where by January,
2023 the ITR of USD 20.3 cents per minute would be used and by 2025, the country
ITR should be equal to the country’s MTR.

EGYPT

45.

46.

In Egypt, the mobile services market is regulated by the National Telecom Regulatory
Authority (NTRA) that enforces the Telecom Regulation Law No.10 of 2003,
Ministerial Decree No0.258 of 2003, Ministerial Decree No.259 of 2003, Ministerial
Decree No0.128 of 2006, Ministerial Decree No.667 of 2017, Combating Cyber
and Information Technologies, the Executive Regulations of Law No.175 of 2018
on Combating Cyber and Information Technology Crimes». The mobile and internet
penetration rates in Egypt as of 2020 was 100.7%= and 55.7 %= respectively=.

According to NTRA, they determine the general bases that telecom operators and
service providers comply with, by issuing the regulatory frameworks and rules that
ensure the provision of telecommunications services to users in full transparency,
and without any discrimination, while guaranteeing free competition among telecom
service providerss. NTRA provides the general framework for interconnection
agreements between telecom operators and services providers. MNOs are expected
to sign bilateral interconnection agreements which are approved by NTRA. NTRA also
provides an outline of what the agreements should contain such as the regulatory,
technical and economic aspects. The economic aspect, includes information on
interconnection charges, terms of payment and the billing process. It is expected that




47.

48.

the interconnection charges are cost-based with a reasonable profit margin, the cost
models are approved by NTRA. The interconnection rate for mobile services is set as
USD 0.7+ cents per minute=. The four MNOS operating in Egypt have 4G licences.
Orange, Vodafone and Etisalat all have spectrum of 40MHz and above while Telecom
Egypt has Spectrum of 15 MHz.

Roaming rates are not regulated in Egypt and operators charge their own rates. MNOs
operating in Egypt have developed special offers to their customers on roaming.
For example, Vodafone has a roaming policy which includes Basics, Essentials, Red
Extra or Red Entertainment Plans for voice and data. The prices for roaming in the
plans range from USD O (zero) to USD 4.5 depending on where you are roaming
from. Countries have been grouped into four different zones with Egypt being in Zone
D where customers pay USD4.5 for roaming there while roaming in some European
countries for Vodafone customers on some plans costs between USDO and USD
1.5¢,

Etisalat currently has standard roaming rates, for prepaid customers, they can send
or receive messages, receive incoming calls, make outgoing calls and subscriber to
voice and data roaming packs when they travel out of their country. For pay as you
go customers, the Gulf Corporation Community (GCC)- have special rates such that
customers in those countries pay lower rates . For example; it costs USD 22 cents
per minute to receive calls in the GCC on the Etisalat while it would cost USD 1.16
per minute to receive calls in Egypt on the same network when roaming. It would cost
USD 23.4 per minute to make local calls when roaming in the GCC and USD 1.23 per
minute when roaming in Egypt, it would cost USD 2.45 per minute to make outgoing
calls in the GCC while it would cost USD 3.54 per minute when in Egypt on the same
networke, It therefore appears that MNOS will charge roaming rates on data, voice
calls and SMS to customers depending on where they are roaming from. This may

38 11 Plaster per Minute
39 htips://www.tra.gov.eg/en/regulations/requiatory-framework/framework-of-interconnection/

40 List of Vodafone international roaming count

| FAQs 2020 (uswitch.com) accessed on 21st February, 2021

41 These countries are United Arab Emirates, Saudi Arabia, Qatar, Oman, Kuwait and Bahrain
42 https.//www.etisalat.ae/en/c/mobile/standard-roaming-rates.jsp accessed on 21st February, 2022

partly be due to existing regulations and agreements they need to comply with in the
countries where a customer is roaming from.

DEMOCRATIC REPUBLIC OF CONGO

49. The mobile telecommunication services market is regulated by Autorite de Regulation
de la Poste et des Telecommunications du CONGO (ARPTC) that uses Law No 013-
2002 of October 16 on Telecommunications in the DRC. Suffice to mention that all
the four mobile operators in DRC acquired 4G licences which they started deploying
across the country by 2018. However, the mobile and internet penetration rates
are low standing at 46.1% and 23.6% respectively in 2020+. Further, in 2020 MNOs
derived USD 1,383,775,709 from voice calls, SMS, roaming and data. The revenue
specifically relating to roaming was about USD 5,240,435.

50. ARPTC regulates the prices charged by MNOs on on-net and off-net calls by setting
price floors. In 2020, the price floor for on-net and off-net calls domestically was at
USD 6.1 cents. Based on the set price floor, the average cost of on-net calls within
DRC was USD 10.3 per minute while off-net calls were at USD 11.4 per minute in
2020+ Roaming makes up a small proportion of voice traffic on all networks that is for
both SMS and voice calls. For example, in 2020, roaming was only 0.04% of the total
voice traffic and 0.07% of total SMS traffics. There are no laws regulating roaming
charges in DRC. However, it is important to note that DRC is a Member State of
SADC and part of the SADC roaming project described above applies to it even if no
significant strides have been made to implement the project in the country.

ROAMING UNDER THE COMESA BLOCK

51. Ministers and government representatives from 15 out 21 Member States of
COMESA during their 10th Meeting held on 3rd and 4th October 2017, resolved
to initiate action towards abolishing roaming charges levied on mobile calls. The

43 ARPTC 4ih Quarter market observatory of December, 2020
44 ARPTC market reports for quarter 2 and 4
45 Calculated from ARPTC market reports for quarter 2 and 4
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52.

countries represented at the meeting included, DRC, Dijibouti, Egypt, Ethiopia,
Kenya, Madagascar, Mauritius, Rwanda, Sudan, Swaziland, Uganda, Zambia and
Zimbabwes. In this regard, COMESA Member States were urged to emulate other
groupings in Africa and beyond such as the EAC and the European Union (EU). ICT
Regulators were also advised to conduct studies to reduce interconnection rates and
reduce or eliminate the roaming charges~. However, following the announcement,
there has been no framework or regulations on how the elimination of the charges
would be undertaken. In addition, in June 2021, the Ministers of Infrastructure dropped
the project on the establishment of the COMESA Telecommunication company. The
project started in the 1990s and was aimed at bridging the gap in access to essential
communication and information services in the region. The project failed to take off
due to lack of potential financiers and interest from stakeholders. The Ministers also
noted that due to the passage of time, there has been improved connectivity within
countries and between countries and this made the project unviable«.

It is also important to note that other regional blocks such as the EU have made
tremendous progress in the harmonisation of interconnection rates across the region.
In 2018, the European Electronic Communications Code (EECC) was adopted to
regulate electronic communications in the EU. This was aimed at having a single
digital market in the EU covering the regulation of interconnection across the region.
In the line with the EECC, there is now a delegated Act for voice and call termination
which was enacted in December, 2020. The Act sets a single maximum EU-wide
mobile voice termination rate and single maximum EU-wide Fixed termination trade
that are applicable to any provider of fixed and mobile termination services across
the EU. This means that there will be no differences between call termination rates
charged between operators within or beyond national borders inside the EU and
users of fixed and mobile voice services will face the same local rates irrespective of
location within the EU-«.

46 htip.//www.daily-mail.co.zm/abolishing-roaming-charges-in-comesa-region-progressive/

47 https://www.tralac. org/news/article/ 12229-comesa-region-set-to-abolish-roaming-charges.him!

48 https.//www.comesa.int/comesa-telecoms-project-dropped-20-years-later/
49 Wider Working Paper 2021/126, the Regulation of Interconnection and Regulatory Alignment in the Souther Africa Development Community, Grace Nsomba, July,
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COST OF ROAMING

53.

The following chapter shows an analysis of the cost of roaming for consumers when
they visit other countries assessed in this study. The focus is on the cost of roaming for
prepaid customers. This is because most of the ordinary consumers in the countries
under assessment use prepaid services as opposed to post-paid services that are
used mainly by businesses. The data used in the analysis was obtained from Tarifica
and the websites of the MNOs operating in the countries under assessment. All the
roaming charges are in dollars converted using the respective Central Bank average
prevailing rates for the month of February. In this regard, the chapter shows the cost
of roaming for consumers originating from;

53.1 DRC on the respective MNO networks when they visit Egypt, Kenya and

Zambia.

53.2  Egypt on the respective MNO networks when they visit DRC, Kenya and

Zambia

53.3  Kenya on the respective MNO networks when they visit DRC, Egypt and

Zambia

53.4  Zambia on the respective MNO networks when they visit DRC, Egypt and

Kenya

53.5  The study also shows the cost of roaming for consumers originating from
Uganda and visiting those countries that are part of the EAC as well as when
the same consumers visit other COMESA and some SADC Member States.
This assessment has been done to draw a comparison on the differences in
the costs of roaming under the ONA arrangement and in other regions where
there is no existing agreement and as such consumers unable to benefit from

lower rates of roaming.



DRC CONSUMERS ROAMING ON THE RESPECTIVE MNO NETWORKS WHEN THEY
VISIT EGYPT, KENYA AND ZAMBIA.

AIRTEL DRC

54.

55.

Figure 23 shows the cost of roaming for DRC consumers who are on Airtel Network
when they visit Kenya and Zambia. Egypt has been excluded from this analysis
because only post-paid prices of roaming were available.

From the figure, it can be seen that Airtel DRC subscribers visiting Kenya and Zambia
have the same cost of data, USD 1 per Megabyte (MB) and that of receiving incoming
calls, USD 0.5 per minute while it is cheaper to make calls to DRC while in Kenya
(USD 0.49) than when in Zambia (USD 0.59). At the same time, calling within Zambia
while roaming on Airtel DRC is cheaper than calling within Kenya while on Airtel DRC.

VODACOM DRC

56.

Subscribers on Vodacom DRC can roam in Egypt, Kenya and Zambia on the partner
networks shown in Figure 10. It can be seen in Figure 24 below that the cost of
calling DRC when roaming in Egypt (Orange and Etisalat) is USD 8.74 per minute,
Kenya (Airtel and Telkom) is USD 3.34 per minute and Zambia (Airtel and Zamtel) is
USD5.04 per minute for subscribers who are on Vodacom DRC which is higher than
for subscribers who are in the same countries but using Vodafone (Egypt), Safaricom
(Kenya) and MTN (Zambia) whose cost is USD 0.5 per minute. The cost of data on
the other hand ranges from USD 4.13 per MB on Airtel Zambia to USD32.71 per MB
on Etisalat and Orange Egypt. The cost of on Airtel Kenya and Telkom is USD 14.08
per MB.

Figure 23: AIRTEL DRC roaming in Kenya and Zambia
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Source: Calculation made using data obtained from Tarifica and the website for Airtel DRC

ORANGE DRC

57. For Orange DRC, Prepaid customers can roam in Egypt on Orange, in Kenya on
Telkom and Airtel, in Zambia on MTN. However, as opposed to providing prices for
voice, SMS or Data, there are available packages for customers to choose from
which contain Voice, SMS and data. These packages are as follows#

Table 17: Packages offered by Orange DRC for Roaming

Bundle Price/ Package USD 2=

Outgoing voice (Minutes) | 2 10 50
Incoming voice (Minutes) | 2 10 50
Data (MB) 10 50 250
Validity (Days) 3 15 30

Source: Orange DRC Webiste

50 https.//www.orange.ca/fr/roaming/forfaits-roaming-afrique-et-business-voix-sms-internet. html accessed on 5th March, 2022
51 This package also includes 5 SMS, this data has not been included as the study is focusing on voice and data prices

52 This package includes 20 SMS

53 This package includes 100 SMS
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Figure 24: The Cost of Roaming on Vodacom DRC
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58. Consumers on Africell DRC on prepaid and post paid can roam in Egypt and Kenya. Zambia. Data roaming information is only available for Airtel Zambia.
however, the roaming rates to these countries are not provided
ORANGE EGYPT
EGYPT CONSUMERS ROAMING ON THE RESPECTIVE MINO NETWORKS WHEN 61. The cost of roaming for subscribers of Orange Egypt when they visit DRC, Kenya and
THEY VISIT DRC, KENYA AND ZAMBIA Zambia is as shown in Figure 26.
62. Figure 26 shows that the cost of roaming for subscribers on Orange Egypt when

VODAFONE EGYPT

59.

60.

Figure 25 shows the cost of roaming for subscribers on Vodafone Egypt when they
visit DRC, Kenya and Zambia.

As can be seen from Figure 25, the cost of roaming for subscribers on Vodafone
Egypt when in DRC, Kenya and Zambia is the same with rates for calling home back
in DRC at USD 3.55 per minute, making local calls at USD 3.55 per minute, receiving

they visit DRC, Kenya and Zambia is the same for both data and voice. The cost for
calling the home country from the visited network is USD2.28 across all the partner
MNOs operators of Orange in the respective countries and that for data roaming is
USD 6.03 per MB.



Figure 25: Cost of Roaming on Vodafone Egypt
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63. Figure 27 shows the roaming rates for subscribers of Telecom Egypt visiting DRC,
Kenya and Zambia. The figure shows that subscribers in DRC and Zambia are
charged the same rates for making calls back to Egypt at USD 1.27 per minutes,
making local calls at USD0.95 per minutes and data at USD 1.27 per MB. The rates
are different for Kenya where consumers subscribers are charged USD 1.59 per
minute for making calls back to Egypt, USD 1.27 per minute for making local calls
while data per MB is charged at the same cost of USD 1.27 for all the three countries.

64.

Figure 28 shows the cost of roaming on Etisalat Egypt. The figure shows that
subscribers on Etisalat Egypt are charged the same prices for both voice and data
roaming in DRC, Kenya and Zambia. Subscribers calling back home are charged
USD 2.03 per minute, local calls are charged USD 0.73 per minute, incoming calls
are charged USD 0.25 per minute while data is charged USD 4.67 per minute.
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Figure 26: the cost of roaming on Orange Egypt, when in DRC, Kenya and Zambia
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Figure 27: The Cost of Roaming on Telecom Egypt Figure 28: The Cost of Roaming on Etisalat Egypt
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KENYA CONSUMERS ROAMING CHARGES ON THE RESPECTIVE MNO NETWORKS  Figure 30: Cost of Roaming on Airtel Kenya in DRC, Egypt and Zambia
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66. From Figure 29, the cost of roaming on Safaricom Kenya in DRC on Vodacom is USD Partner Operator Airtel Ogagge VodacomVodafone %'S‘;gte Etisalat ﬂ“g'ambgm
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AIRTEL KENYA

67.

68.

Figure 30 shows the cost of roaming on Airtel Kenya in DRC, Egypt and Zambia.

From Figure 30, it can be seen that the cost of roaming while on Airtel Kenya is
the same for subscribers roaming on Airtel DRC and Airtel Zambia. This is because
Airtel has what is called the One Network that comprises of Airtel operations in other
countries where it is present. Subscribers with Airtel sim cards can roam at cheaper
rates when they roam from another Airtel Network in the visited country. As such
while Airtel subscribers can roam for USD 0.32 per minute when making calls from
DRC and Zambia on the One Network, Airtel subscribers using Vodacom Egypt pay
USD 2.78 per minute and those on Etisalat pay USD 6.16 for voice calls. While on the
other hand, data costs USD 26.4 on Etisalat Egypt and USD 26.4 Vodafone Egypt.

TELKOM KENYA

69.

70.

Figure 31 shows the cost of roaming for Telkom Kenya subscribers when in DRC,
Egypt and Zambia.

Figure 31 shows that subscribers on Telkom Egypt are charged USD 2.51 per minute
when calling their home country from an Orange Network in DRC while at the same
time they are charged USD 0.47 per minute when calling from Orange Network in
Egypt. Those roaming from MTN Zambia are charged USD 3.76 per minutes for calls.
Data charges ranged from USD 0.11 per MB on Orange Egypt to USD 15.62 per MB
on Vodafone Egypt and Etisalat.

Figure 32: Cost of Roaming on Airtel Zambia in DRC, Egypt and Kenya

20
8 15
2
3 10
(&)

L1
0

I —§ HES——
Calling Home Calling within Incoming Call Data Price/MB
Country/Mi R i Rate/Mi
Partner Operators ountry/Min oammg. ate/Min
Country/Min
B DRC Airtel 0,39 0,11 0,55 0,11
5 Egypt 4,86 0,55 0,44 18,21
= Kenya Airtel 0,39 0,11 0,55 0,11
Source: Generated using data from Tarifica
Figure 33: Cost of Roaming on Zamtel Zambia in DRC, Egypt and Kenya
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ZAMBIA CONSUMERS ROAMING CHARGES ON THE RESPECTIVE MNO
NETWORKS IN DRC, EGYPT AND KENYA

AIRTEL ZAMBIA

71. Figure 32 shows the cost of roaming for subscribers on Airtel Zambia when they visit
DRC, Egypt and Kenya.

72. Figure 32 shows that the cost of calling from Airtel DRC and Airtel Kenya while roaming
on Airtel Zambia is about USD 0.39 per minute for calling back home, USD 0.11 per
minute for local calls and USD 0.55 per minute for receiving calls and data per MB is
USD 0.11. On the hand, roaming on Airtel Zambia while in Egypt is about USD 4.86
per minute for calling back home, and data per MB costs about USD 18.21.

ZAMTEL ZAMBIA

73. Figure 33 shows the cost of roaming for subscribers of Zamtel Zambia when visiting
DRC, Egypt and Kenya

74. The figure shows that Zamtel Zambia customers calling through Vodafone Egypt

pay USD 10.7 per minute for calls back home, USD 3.03 per minute for local calls in
Egypt and USD 1.36 per minute for receiving calls. In Kenya, Zamtel subscribers pay
USD 4.23 per minute when roaming from a Safaricom network and USD 4.98 per
minute when roaming from Vodacom network in DRC. Data per MB costs USD 27.98
in Egypt, USD 13.3 in Kenya and USD 5.52 in DRC.

Figure 34: Cost of Roaming for Airtel Uganda Subscribers in countries that are part of

the EAC.
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Figure 35: Cost of Roaming on Airtel Uganda in other COMESA and SADC Member

States
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UGANDA CONSUMERS ROAMING CHARGES IN THE RESPECTIVE NETWORKS
WHEN ROAMING IN THE ONA AS COMPARED TO ROAMING IN SADC AND
COMESA

COST OF ROAMING FOR ON AIRTEL UGANDA IN THE COUNTRIES THAT ARE PART OF ONA

75.

As can be seen from Figure 34, consumers in Uganda who visit Burundi are charged
high prices for calling back their home (USD3.13), making calls within (USD 1.2)
Burundi and for receiving calls. While these rates are high, they are lower than
those charged to consumers when they visit Tanzania and DRC. Consumers who
visit countries like Rwanda and Kenya benefit from the lowest rates due to the ONA
arrangement. It should be noted that while all the countries in figure 20 are part
of the EAC, Rwanda and Kenya form part of the ONA arrangement. Tanzania only
recently joined the arrangement and in 2021 hence it appears that they are yet to
start benefiting from the low rates of calling and zero rates for receiving calls on the
Airtel Network while roaming. DRC on the other hand also recently joined the EAC
and is not yet part of the ONA arrangement. However, the rates for Tanzania and DRC
are lower compared to Burundi due to Airtel’s One Network, which allows consumers
on Airtel Uganda to benefit from lower rates of roaming when they visit a country
where there is airtel and they roam on airtel using their airtel SIM card.

COST OF ROAMING ON AIRTEL UGANDA IN OTHER COMESA AND SADC MEMBER STATES

76.

Figure 35 shows that it is most expensive to roam in countries such as Egypt,
Comoros, Djibouti and Mauritius even though they are all COMESA Countries. These
countries are not part of the ONA and Airtel’s One Network. For countries such as
Zambia, Madagascar and Malawi, the rates are lower as they are part of Airtel's
One Network. On the other hand, the cost of calling SADC Countries, Angola and
Lesotho is also very high for Airtel Uganda customers and is the same as that of
calling COMESA countries not under the Airtel’s one Network.

Figure 36: Cost of roaming for MTN Uganda Customers in EAC countries
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Figure 37: Cost of Roaming for MTN Uganda Customers in COMESA and SADC

Member States
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COST OF ROAMING ON MTN UGANDA IN EAC COUNTRIES

77,

Figure 36 shows the cost of roaming for MTN Uganda customers in countries that
are part of the EAC. It can be seen from the figure that it is cheaper to roam in
Rwanda, Kenya and Tanzania as opposed to Burundi. Unlike Airtel customers who
are charged high rates for roaming in Tanzania, MTN customers are charged lower
rates in comparison to what is charged when the same customers visit Rwanda and
Kenya. Burundi is not yet part of ONA and as such their roaming rates are higher.

COST OF ROAMING FOR MTN UGANDA CUSTOMERS IN OTHER COMESA AND SADC MEMBER
STATES

78.

Figure 37 above shows that the cost of roaming for MTN Uganda customers is
highest in Comoros even though it is a COMESA Member state, followed by Malawi,
Madagascar, Djibouti and Mauritius. It can be seen that the cost of roaming is even
cheaper in some SADC countries such as Angola and Lesotho compared to that in
the COMESA countries such as Comoros, Malawi, Madagascar and Djibouti.

COMPETITION CONCERNS IN THE MARKET

CONCENTRATION

79.

80.

The market for the provision of mobile services is highly concentrated in the Common
Market and dominated by MTN, Orange, Airtel and Vodafone. MTN’s market share
ranges from 34.8% to 89% in the five countries where it operates. Orange’s market
share ranges from 23.6% to 50.5% in the five countries where it operates. Vodafone’s
market share ranges from 37.7% to 63.6% in the three countries where it operates
while Airtel’s market share ranges from 25.9% to 54.8% in the eight countries where
it operates in the Common Market.

In the countries under assessment, and as indicated in Chaper 1 of this report, the
markets for the provision of mobile services are highly concentrated. In the DRC,
the HHI was above the threshold of 2,500 for highly concentrated markets. In 2019,

81.

82.

83.

84.

85.

the HHI was 2,834 and in 2020 it was 2,851 showing a slight increase from 2019 to
2020. There are only four players in the market with Vodacom dominating the market
with market shares of 36.1% and 36.3% in 2019 and 2020 respectively.

The market for the provision of mobile services in Egypt comprised of four MNOs
and is dominated by Vodafone with market shares of 40.4% in 2019 and 40.5% in
2020. The HHI was above the threshold of 2,500 for highly concentrated markets as
it was 3,145 in 2019 and 3,064 in 2020 showing a slight reduction. The reduction
was due to the gain in market share by the smaller player, Telecom Egypt.

The market for the provision of mobile services in Kenya comprised of four players in
2019 and five players in 2020 and is dominated by Safaricom. Safaricom had market
shares of 64.8% in 2019 and 63.6% in 2020. It is important to note that Vodafone
holds about 38% market share in Safaricom. The HHI was 4,918 in 2019 and 4,145
in 2020. There was a reduction in the HHI in 2020 compared to 2019 and this could
be attributed to the entry of a new player in the market, Jamii Telecommunications.

On the other hand the market of the provision of mobile services in Uganda comprised
of four players with MTN dominating having a market share of about 52.9%, Airtel
with market share of about 35.2% while the 11.9% is shared between UTL and
Lycamobile.

In Zambia, the market for mobile services is also highly concentrated with HHI of
3,561 in 2019 and 3,681 in 2020. This was a slight increase in the HHI in 2020
compared to 2019. The market is dominated by MTN with market shares of 43.7%
in 2019 and 45.3% in 2020.

The assessment has therefore revealed that the market for the provision of mobile
services tends to be highly concentrated as can be seen in the countries under
assessment. This is because there are barriers to entry in the market which are both
regulatory and structural. The regulatory barriers to entry include the restriction in the
number of players that can be awarded licences for provision of mobile services by
the telecommunications regulators in these countries. This is the case for Zambia
where the market for a long time had three players until in 2018 when a licence for a

65



66

86.

fourth mobile telecommunication company was issued. Even though the licence was
issued to the 4th mobile operator, they failed to set up operations and the licence has
since been given to another company in 2021.

Other regulatory barriers include the existing complex and unfriendly tax laws which
make the cost of doing business high in countries such as the DRC as well the
access to sufficient spectrum for the provision of such services. The structural
barriers to entry include the required network that needs to be set up for a company
to operate economically. While these barriers are specific to the general provision of
mobile services, there are specific barriers associated with roaming which have been
highlighted in the section on barriers to entry above.

ACTUAL AND POTENTIAL ANTI-COMPETITIVE CONDUCT

87.

88.
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In the case of roaming, subscribers can only access roaming services when they
visit another country if their mobile operator has roaming agreements with the MNOs
in the visited country. These agreements tend to be bilateral. The cost of roaming
for subscribers on various networks is dependent on the negotiated wholesale
rates which may inform the retail rates that the MNOs charge their subscribers. The
wholesale rates are determined by the MNOs in the visited country while the retail
rates are determined by the subscribers” MNO.

Some studies have shown that wholesale and retail rates of roaming are highly
dependent on the call traffic that MNOs are able to generate; therefore, the larger the
volume of traffic in minutes an operator can accrue on a visited network, the greater
the bargaining power afforded to that particular operator when it is negotiating
agreements with its counterpart in a given market,

This is because the telecommunications sector is characterized by scale economies,
which typically place operators that have higher call traffic at an advantage compared
with their competitors: the higher the number of calls per minute, the cheaper it
becomes to terminate calls with a given MNO. Therefore, on a particular roaming

54 The Regulation of interconnection and regulatory alignment in the Southern African Development Community, Grace Nsomba, 2021
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agreement with an MNO in another country, an operator with higher traffic volumes is
able to bargain lower wholesale rates, which can also be translated into lower retail
rates. Importantly, this will typically mean that entrants and smaller players will find it
more difficult to negotiate favourable wholesale prices due to lower subscriber bases
and lower call volumess.

Other studies have also shown that wholesale level operators face different incentive
structures depending on the size. The analysis shows that balancing traffic between
operators distorts price signal, making price less important at the wholesale level
and excluding smaller operators from competing in the wholesale market. Balancing
traffic reduces net payments asymptotically towards zero as the traffic approaches
perfect balance. Other studies have shown that it is the headline prices that are
determinative in setting retail pricess.

All in all, a number of factors have been recognised as contributing to the high
cost of roaming. It has been noted that the wholesale agreements act as a barrier
to entry. This was because large operators or operators who are part of a buying
alliance are able to obtain better wholesale rates than small unaligned operators,
which are largely price takers. The smaller or unaligned operators do not have the
bargaining power of the larger or aligned networks. This limits their ability to introduce
flat rates or bundled offers which would constrain international mobile roaming
prices.

Demand for international mobile roaming is relatively inelastic, this is because such
services are bundled with domestic services. When making a decision on which MNO
to use, consumers do not pay particular attention to the prices of international mobile
roaming rates as their focus is on domestic services offered. As such the bundling
of such services with domestic services diminishes commercial incentives to provide
reasonably priced retail services and limits consumers capacity to seek favourable
roaming ratess.

55 The Regulation of interconnection and regulatory alignment in the Southern African Development Community, Grace Nsomba, 2021
56 OFCD Digital Economy Paper No 223, International Roaming Agreements, 2013.
57 Options Stage Regulation Impact Statement Trans- Tasman Mobile Roaming
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The high cost of entry into the provision of mobile services also presents a challenge.
Mobile markets require significant investments in both network and associated
backhaul infrastructure. There are also significant costs inimplementing the information
systems needed to manage billing, marketing and network management. Therefore,
the size of the investment presents a natural barrier to entry. Further, international
mobile roaming services represent a very small part of the overall mobile telephony
use and revenue, this restricts the likelihood of market entry. Other restrictions are the
availability of sufficient spectrum for MNOs which limits their ability to provide roaming
servicess.

The extent to which larger, more integrated firms can bargain for lower wholesale
prices is further compounded by their ability to embark on extensive investments.
Regulators have found that MNOs with a presence in more than one member state
typically have better access to funds for investments.

While all the above factors are affecting the cost of roaming for subscribers in the
countries, the assessment on the cost of roaming has shown that some consumers
benefit from lower rates of roaming compared to others. This is the case for Airtel
subscribers who visit a country where there is Airtel as they benefit from Airtel’s One
Network. This allows subscribers of Airtel Network to benefit from reduced rates of
roaming when they visit a country that has Airtel as they roam from that particular
Airtel Network. It has been noted that this is the case for subscribers on Airtel Zambia
who are charged the same rates when they visit Kenya and DRC. Specifically, the
subscribers are charged USD 0.11 for making local calls, USD 0.55 for receiving calls
and USD 0.11 for data per MB. Further, the rates are much lower than those charged
when they visit Egypt, which is USD 0.55 for making local calls and USD 18.21 for
data per MB. This is also the case for Subscribers on Airtel Kenya, who are charged
lower rates when they visit DRC and Zambia when they roam on the Airtel Network
and the subscribers on Airtel DRC when they roam on Airtel Kenya and Airtel Zambia.

The concept of One Network also seems to apply to other MNOs such as Vodafone

59 Options-Stage Regulation Impact Statement Trans-Tasman Mobile Roaming
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subscribers who visit countries where there is a MNO related to Vodafone. Subscribers
of Vodacom DRC who roam on Vodafone Egypt and Safaricom are charged the
same rates which is also much lower than when they roam on other networks when
visiting such countries. This was noted for subscribers on Vodacom DRC who are
charged SD 0.5 for making local calls in Egypt and Kenya on Vodafone and Safaricom
respectively compared to when they roam on other networks such as Orange Egypt
where they are charged USD 1.04 and USD 0.64 on Telkom Kenya.

However, it has also been noted that consumers in Egypt have very high roaming
rates when they visit DRC, Kenya and Zambia regardless of whether some of those
MNOs in Egypt are part of the same group company. For example consumers on
Vodacom Egypt do not get lower rates when they visit DRC and Kenya even if they
roam from Vodacom DRC or Safaricom Kenya. They are charged a uniform rate
for roaming on any of the networks in DRC, Kenya and Zambia. This applies to
consumers on Orange and Etisalat who are all charged the same rate when roaming
in DRC, Kenya and Zambia with some slight differences for Telecom Egypt as it has
different rates for Kenya but has the same rates for Zambia and DRC.

The roaming charges are very high for consumers who roam outside the One Network
arrangements that may exist for MNOs present in multiple jurisdictions. This is noted
from the data provided above as some consumer pays as much as USD 8.74 for
calling back home, USD 4.86 for making local calls, USD 1.59 for receiving calls and
USD 27.98 for data per MB.

It has also been noted that countries that are part of the ONA arrangement under the
EAC block benefit from very low rates of calling back home (USD 11), making local
calls in the visited network (USD 11) and receiving calls at zero cost. These rates are
lower than those charged when the consumers of these countries visit countries from
COMESA and SADC. Notably, it appears to be very costly for consumers to roam in
several COMESA Countries that are not part of special arrangements either by the
MNO or if that country has not entered into special agreements to lower the cost of
roaming. This is the case for countries such as Comoros where it costs as much as
USD 13.8 to call back home or call locally using the visited network.
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100. ltis clear that there is lack of effective competition in the provision of roaming services

101.

102.

for both voice calls and data leading to high rates for consumers of the services.
The rates charged to consumers are dependent on the wholesale rates that MNOs
negotiate with the partner operators which is also dependent on the volume of traffic
that will go on the visited network from the MNO. However, it has also been observed
that even if the wholesale rates of roaming are reduced, there may be no incentive
for operators to pass on the price reduction to consumers as there is very little
competition at retail level.

It has also been noted that the market for MNOs and ultimately the provision of
international mobile roaming is highly concentrated in all the countries under
assessment. In addition, the market faces high barriers to entry and demand
inelasticity. These factors may mean that the existing players in the provision of
international mobile roaming may have some level of market power which plays a role
in the determination of prices charged to consumers. There is lack of countervailing
power from the users of the roaming services and as a result, they have no ability to
influence prices.

It is also worth noting that there have been significant technological developments
such as Whatsapp, Messenger, Facetime, Skype which all allow consumers who
travel abroad to make voice calls. However, the use of such services require the
user to have access to internet either through wifi or mobile data. The levels of
development in access to internet in countries in the Common Market differs and this
could likely affect the use of such new technologies for consumers if they do not have
access to mobile data roaming. Nevertheless, the development of these technologies
provided consumers have access to internet, could offer competition to the existing
traditional means of voice calls but does not resolve the existing high prices for data
roaming.

REGIONAL AND CONTINENTAL PRIORITIES

1083.
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The high cost of roaming for voice and data is a concern for all continental and regional
blocks. At Continental level, the African Union (AU) is concerned with the high cost
of roaming, as such discussions have been held with regulators, policy makers and
the industry. In 2011, a pre-feasibility study was undertaken on “programme for the
establishment of affordable roaming rates in Africa”. The study identified a number of
issues including; the lack of transparency on consumer retail prices for international
mobile roaming, consumer bill shock, lack of effective alternatives as well as the need
to lower the retail rates for roaming for Africa consumerss.

To respond to the concerns arising from the study, AU developed a set of international
mobile roaming guidelines for regulators which were discussed between the AU
Member States and representatives of the mobile industry in 2013. The guidelines
outline the need to provide sufficient information to consumers on roaming services
including the costs associated with it, measures to reduce the bill shock for consumers,
the need for developing alternatives for mobile roaming and the feasibility as well as
appropriateness of regional arrangements to address the high prices of roaming=.

In 2016 the AU, in collaboration with the Ministry of Information, Communications
and Technology of Kenya and the Telecommunication Service Providers Association
of Kenya, launched the first Global GSM Roaming Exchange (GRX) in Africa at the
Kenya Internet Exchange Point. The launch of the GRX was one of the milestones
towards addressing the issue of high roaming charges in Africa. This is because, by
joining forces and pooling their roaming traffic, operators using the GRX facility would
benefit from lower rates and be able to make more attractive roaming offers to gain
and retain subscriberss.

61 African Union International Roaming Guides 2013 updated in June 2014

62 African Union International Roarr
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In the Common Market, there have been concerns on the high cost of roaming.
In 2017, the Ministers and government representatives from 15 out of 21 Member
States resolved to initiate action towards abolishing charges levied on mobile calls.
The Ministers and Government representatives urged the Member States to emulate
other groupings such as the EAC and the EU who have enforced regulations on
roaming charges as highlighted in chapter 1. ICT Regulators were also advised to
conduct studies to reduce interconnection rates and reduce or eliminate the roaming
charges.

From the above, it is clear that the continental and regional priorities with regards to
roaming aim at reducing the prices of the services to consumers. This is because,
access to affordable roaming services is key in regional and continental integration.

In other regional groupings such as the EU, studies have been undertaken that
show that in the whole roaming market, the majority of deals are reciprocal, so that
purchasers buy and sell wholesale roaming from the same counterparty. Where the
trade is intra-group or traffic is relatively balanced, in practice the unit price is of little
consequence. For non-group trades, the volume of roaming sold may be of much
greater commercial significance than the purchase price. In addition, the advent of
traffic steering has meant that operators generally try to identify various preferred
partners (in order of preference) to which the bulk of their traffic is directed. There
appears to be a tendency to balance traffic as far as possible. There will usually be
agreements for residual traffic with other operators to ensure good network coverage
for their roaming customers. In effect, it is only this residual traffic which is subject to
strong competition. Even so, for relatively small volumes of residual traffic, there is
not much incentive to compete vigorously on price, especially for larger operatorss.

This also suggests that smaller operators in a country who do not have a lot of
traffic to send back and balance off, are disadvantaged in seeking to compete in the
wholesale roaming market since they lack the bargaining power of larger operators

64 OECD Digital Economy Paper No 223; International Roaming Agreements, 2013

110.

111.

65 ibid

or groups. In this regard, in the EU Mobile Virtual Network Operators (MVNOs) have
been introduced so that they may impact the outcome in terms of pricing and pricing
structures.

In the EU previous attempts were made to examine the international roaming
market but none of the NRA was in a position to identify dominance or appropriate
measures to counteract the high prices observed in the market. High roaming prices
persisted all the while and the NRAs observed that falling wholesale charges were not
translating into retail charges. In 2007, roaming regulations targeting the retail prices
were introduced, in 2009, the Regulations were extended to lower the existing caps
on making and receiving voice calls. This Regulation also forced MNOs to introduce
caps on data charges. In 2012, the Regulations were revised to oblige operators
to allow the separate sale of roaming services from 1st July, 2014 and to allow a
wholesale roaming access obligation for any access seeker such MNOs, MVNOs or
resellers. This amended Regulation implies that subscribers can choose alternative
service suppliers for roaming whilst retaining their national operators for domestic
use. Any switch to an alternative roaming provider is required to be free of charge.
The Regulation introduces the Local Break Out (LBO) where domestic mobile service
suppliers would also have to enable their customers to access mobile local data
services while abroad without having to unsubscribe from their existing data roaming
contract or arrangement and while keeping the mobile number.

Data retail caps for roaming have also been introduced. However, the challenge that
the price caps have is that they forestall market based competition. It is also important
to note that the Regulations introduced in the EU were meant to push the wholesale
savings through to the retail level as none was meant to address the level of pricing in
the wholesale market directly until July 2012. The roaming regulations in the EU were
issued on the basis of the Treaty of the European Union as lower roaming charges
were found to be critical to create a true internal market within the European Union.
This approach was backed by the European Court of Justice=..
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The high cost of roaming was also observed by the Australia Competition and
Consumer Protection Commission which prompted a joint market investigation with
New Zealand in 2011. The investigation found that the prices and margins charged
by MNO for roaming were very high. In 2013, the prime ministers of Australia and
New Zealand announced that their countries would work together to address the
high costs to businesses and consumers of using roaming across the Tasmans.

Following the statement by the Prime Ministers and the joint investigation, the prices
and margins for roaming reduced gradually. It was concluded that one of the factors
contributing to the reduction in the prices and margins was the continued threat of
regulatory intervention.

Other regions where regulations on roaming charges have been introduced or work
is underway to address the high roaming charges include the SADC, Arab Regulators
Network (AREGNET), GCC and Association of Southeast Asian Nations (ASEAN).

CONCLUSION

115.

116.

The Commission found that the mobile services market in the Common Market is
dominated by MTN, Vodafone, Orange and Airtel. The four MNOs operate in 13 of the
21 Member States of the Common Market which makes up about 75.7% of the total
population of the Common Market. The study focusing on five of the Member States
namely, DRC, Egypt, Kenya, Uganda and Zambia found that the mobile services
markets in these countries are highly concentrated with very few market players. The
five countries were picked due to their size of population and economies which are
likely to have an appreciable effect on trade in the Common Market.

The study also found that all the countries assessed have sector specific regulators
enforcing the relevant laws in the market, four of these countries have developed
competition authorities in place with the exception of DRC whose competition law
enforcement is still in its early stages while Uganda does not have competition

67 OECD Digital Economy Paper No 223; International Roaming Agreements, 2013
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law in place. However, some sector regulators such as the telecoms sector have
competition laws embedded in their law.

The study found that the cost of roaming for subscribers in the countries under
the study is high. However, MNOs with an extensive network within the Common
Market charge much lower prices in comparison to the other MNOs for subscribers
that roam using the partner operators in their network, as is the case for Airtel and
Vodafone. It is also clear that countries with special regional or bilateral arrangements
for roaming enable their consumers benefit from lower cost of roaming as is the case
for the ONA arrangement.

The study also found that there is no transparency in the wholesale agreements that
MNOs enter into with their roaming partners and the prices in the agreements are
influenced by the volume of roaming traffic. It was also noted that the demand for
roaming services is inelastic and the market is characterised by high barriers to entry.
Consumers of the services have no countervailing power and ultimately there is lack
of effective competition in the market. The study found that these factors may be
contributing to how the existing MNOs behave in the market.

The study also noted that even though, there are new developments on technology
and with the use of Whatsapp, Messengers, Facetime and Skype which could offer
competition to mobile roaming, the use of such services is affected by the high
charges on mobile data roaming, restrictions of use in some countries and the lack of
adequate access to internet in some countries.



RECOMMENDATIONS TO ADDRESS COMPETITION
CONCERNS

120. Based on the above, it is recommended that:

120.1

120.2

120.3

Governments encourage competition in the mobile services market by relaxing
the regulatory barriers to entry such as the issuing of licences and allocation of
spectrum to new market players;

Governments should encourage the development of infrastructure that
increases access to mobile and fixed internet. Such developments are
necessary for the increased use of technologies such as Whatsapp,
Messenger, Skype and Facetime among consumers as they provide an
alternative to mobile roaming and if well-developed could offer competition to
MNOs offering mobile roaming services;

Competition Authorities require MNOs to provide the cost of providing roaming
services, so as to ascertain the margins attained and reasonableness of the
margins. This could be done through market inquiries.
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BACKGROUND

This country-study is part of a wider cross-country study which focuses on mobile
roaming charges in the African countries. In this context, roaming refers to the ability
for a cellular customer to automatically make and receive voice calls, send and receive
data, or access other services, including home data services, when travelling outside
the geographical coverage area of the home network, through a visited network as
illustrated in Figure 38.

When a mobile user is using roaming services and initiates a call with their home
country operator (HCO), it is automatically connected to a Roaming Country operator
network (RCO) based on a wholesale agreement between the two operators. The
agreement specifies details on exchange of the user’s data and the wholesale
charges as per call volumes and rates. Roaming fees are typically charged on a
per-minute basis for wireless voice service, per text message sent and received, and
per megabyte/s of data used for data service, and they are usually determined by the
service provider's pricing plan.

A home country operator can have an agreement with more than one operator in the
roaming country. At the retail level, the mobile user pays the price of the roaming call
service to the home operator. There are three roaming charges incurred by a mobile
user at the retail level, these are: incoming call charge, calling within roaming country,
and making calls to home country.

This country-study seeks to understand the features of the telecommunications
industry in ACF member countries. Furthermore, the study seeks to uncover the
types of competition concerns that may exist regarding roaming charges in different
countries across the region and develop regional and continental competition policy
priorities to address any uncovered concerns. The harmonization of regulatory
actions and elimination of regional surcharges on roaming have an important role to
play in terms of broader continental objectives to strengthen economic relationships
and deepen economic integration.

Figure 38: Roaming process illustration
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THE TELECOMMUNICATIONS SECTOR STATISTICS

5. The total number of Subscriber Identity Module (SIM) connections in Africa was 774
million in 2020 and is expected to grow to 1.0 billion by the end of 2025'. According
to the World Trade Organization (WTQO), the African roaming tariff market size was
valued at US$1.7 billion in 2019 and is expected to register a Compounded Annual
Growth Rate (CAGR) of 5.5% from 2020 to 2027. This can be attributed to the
increased adoption of smartphones and internet connectivity across the continent.

6. In Kenya, the telecommunications sector is one of the highest contributors to the
country’s GDP. According to the KNBS, the sector’s revenue was US$2.51 billion
in 2020 up from US$2.49 billion in 2019 accounting for more than 1.5% of Kenya’s
GDP. The industry has witnessed strong growth in recent years and is currently one
of Africa’s fastest growing markets due to increasing urban population coupled with
rising adoption of the mobile phones that supports 3G, 4G, and 5G services across
the country-. The demand for the mobile telephony services in Kenya has continued to
rise and as of 31st December 2021, the total number of active mobile subscriptions
was 65.08 million surpassing the total population of 48.7 million (KNBS Economic
Survey, 2021).

7. The growth in the Kenya Telco sector has been shaped by increased competition,
improved international connectivity, and rapid developments in the mobile market.
The mobile network operators (MNOs) have been constantly innovating to ensure
their survival and growth in the competitive marketplace. Despite the continuous
innovation strategies to safeguard competitive advantage, several companies have

1 Suthertand, E. (n.d.). International mobile roaming: Competition, Economics and Regulation. Retrieved from World Trade Organization: hitps://www.wio.org/english/
tratop__e/serv._e/sym_march12_e/doc_other_docs_a.pdf

2 Kenya Telecommunication Market Report (2020-2025). (2020). Retrieved from Global monitor: htips.//www.globalmonitor.us/product/kenya-telecommunica-
tion-market-report



not succeeded in the competitive environment of the telco industry with several

companies exiting the market over the years. Further, the landing of four fibre-optic

international submarine cables in Kenya led to a significant reduction in the cost of

phone calls and internet access, which has in turn allowed internet services to be

more affordable to end-users.

8. Moreover, the sector regulator Communications Authority of Kenya (CA), has

intervened to reduce interconnection tariffs and implemented a range of regulations

aimed at developing further competition. In December 2021, the regulator cut the
mobile termination rate (MTR) from US$0.0087 to US$0.0011 in a bid to match shifts
in technology that have made mobile telephony more efficients.

Table 18: Roaming traffic in EAC for 2020 and 2021

Inbound Outbound Data Volumes (MB)

2020 2020 2020 2021
Uganda | 151,427,129 | 114,359,752 | 275,226,136 | 390,094,658 | 39,158,467 86,714,448
Tanzania | 573,673 8,564,216 2,421,786 10,932,972 6,089,639 12,194,237
Rwanda | 35,450,147 33,900,316 19,228,778 23,786,942 2,103,034 5,266,893
Burundi 6,310 20,184 31,406 315,512 19,080 31,749
South 16,558,826 20,154,768 25,073,703 24,829,817 467,513 1,813,699
Sudan
Total 204,016,085 | 176,999,236 | 321,981,809 | 449,959,888 | 47,421,322 101,390,680

Source: CA Sector statistics 2020 — 2021

9.  Roaming traffic in the EAC for 2021 outbound traffic in the ONA region for incoming
voice (Minutes) was 416,251,785 in 2021 compared to 203,911,617 in 2020. The
outgoing voice traffic increased from 30,813,017 minutes in 2020 to 33,708,106
minutes in 2021 and the data volumes increased from 31,404,425 in 2020 to
94,279,198 in 2021. The inbound roaming traffic incoming voice was 199,805,002 in
2020 and reduced to 158,856,716 in 2021, the outgoing increased from 4,211,083
in 2020 to 18,142,520 in 2021. The data volumes registered an increase from
3,302,305 in 2020 to 7,111,480 in 2021.

3 Ngug

com/bd/economy/ca-

ix years. Business Dally, December 23, 2021, Relrieved from Business Daily: htips.//www.businessdailyafrica
1s-3661182

10. Data from the Kenya Tourism Board indicates that the most popular destinations

for Kenyans are within East Africa countries. The table below shows the Kenyan

outbound traffic to the top African destinations from 2016 to 2020.

Table 19: Kenya Residents Outbound Top African destinations (‘000’)

Destination 2016 2017 2018 2019 2{0210)
Uganda 353 335 372 409 85
Tanzania 234 231 239 254 70
Rwanda 51 41 49 58 15
South Africa 29 29 29 30 8
Ethiopia 30 32 23 27 10

Source: Kenya Tourism Board, 2021

ROAMING AGREEMENTS BY KENYAN OPERATORS IN THE TOP 5 KENYAN
OUTBOUND DESTINATIONS

11. The Kenyan mobile operators have roaming agreements with operators in various

countries visited by Kenyans as illustrated in Table 19 below. These agreements

enable Kenyans to roam with the operators’ preferred networks in those countries.

Table 20: Preferred roaming Networks by Kenyan mobile operators in the various

countries
Safaricom Airtel Telkom
Uganda Airtel, MTN, Orange, Airtel, MTN, Orange, Warid, Orange, Zain,
UTL, Warid Uganda Telecom, UTL, MTN, Smart
Warid
Tanzania Airtel, Vodacom, Tigo, | Airtel, Tigo, Vodacom, | Zantel, Tigo,
Zantel Zantel, Halo telecom Vodacom, Airtel,
Smart
Rwanda MTN, Rwandatel, Airtel, MTN, Tigo MTN, Rwandatel,
Tigo, Airtel Tigo, Airtel
South Africa | Cell C, MTN, Vodacom | Cell C, MTN, Telkom, | MTN, Cell C,
Vodacom Vodacom, Telkom
Ethiopia Ethiopia Telecom Ethiopia Telecom Ethiopia Telecom

Source: Kenyan Mobile Operators’ Websites, December, 2021
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12.

Kenyan operators have agreements with multiple operators in the various countries
which gives consumers freedom to choose the preferred roaming network. However,
the costs for the different mobile roaming services may differ between the operators
in the same countries.

STUDY OBJECTIVES

13.

The objectives of this study are:

13.1 To understand the market structure, state involvement and the regulatory
setting of the telecommunications industry in Kenya, with a particular focus
on the determination of roaming charges that impact on continental trade and

tourism;

13.2  To assess competition concerns that exist in regard to roaming charges in

Kenya; and

13.83  To provide a platform for identifying regional and continental priorities in

respect of voice and data roaming charges.

METHODOLOGY AND SCOPE

14,

The study is based on data collected from the Communications Authority of Kenya,
and also the websites of three mobile telephone operators, namely: Safaricom, Airtel
and Telkom, as at December 2021. It captures data for mobile roaming call and
data services for the Kenyan consumer across 51 countries in Africa categorized as
follows in the analysis:

East and Southern
Africa (COMESA Excl._
EAC)

The Rest of Africa
(ROA)

15.

16.

=R wAvifler=N@elnnaValiVAll Burundi, Rwanda, South Sudan, Uganda, Tanzania
(EAC)
Common Markets of

Table 21: Countries Kenyan Consumers use roaming call and data services

Comoros, Democratic Republic of the Congo, Djibouti,
Egypt, Zambia, Zimbabwe, Eswatini (Swaziland), Ethiopia,
Madagascar, Mauritius, Sudan, Seychelles, Malawi

Algeria, Angola, Cote D'lvoire, Gambia, Lesotho, Namibia,
Niger, Sao Tome & Principe, Senegal, Sierra Leone, Togo,
Tunisia, South Africa, Somalia, Nigeria, Liberia, Mozambique,
Guinea, Guinea — Bissau, Ghana, Morocco, Mali, Mauritania,
Gabon, Equitorial Guinea, Chad, Congo, Cape Verda,
Botswana, Benin, Burkina Faso, Cameroon, Central African
Republic

The Scope of the study is limited to the provision of international roaming voice and
data services over SIM-supported mobile telecommunications devices to Kenyan
mobile telephone subscribers when travelling to the African countries (Table 20). The
study therefore does not consider fixed line telecommunications services and does
not consider the provision of SMS over SIM-supported mobile devices.

The roaming calls categories in the data are for incoming call rate, calling to home
country and calling within roaming country per minute, while the rates for data are
per MB. The prices for roaming across providers are analysed using central tendency
measure (median). The roaming tariffs considered are standard roaming prices by the
three service providers, this did not consider special roaming payment packages.
The prices considered are applicable to both business and individual consumers. The
roaming costs have been converted from Kenya shillings to US$ using the Central
Bank of Kenya exchange rate for 31st December 2021 (rate=116.6382).



Figure 39: Kenya Mobile services providers’ percentage Market Shares as at 31st
December 2021
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STATE OF COMPETITION IN THE KENYAN MARKET

MARKET STRUCTURE

17.

18.

The Kenyan mobile telephony services market had five players as of 31st December
2021 and was dominated by Safaricom Plc. The Mobile Subscriptions market
shares have been fluctuating over time across the providers and the largest mobile
subscription market share was recorded in June 2009, where Safaricom PLC held
80.7% of the market. The lowest share ever held by Safaricom PLC in the last decade
was in March 2019, which was 62.4%.

As of 31st December 2021, the number of active mobile SIM subscriptions in Kenya
was 65.08 million (CA Sector Statistics Report, Q2 2021-2022). Safaricom PLC was
the dominant player with a total SIM subscription of 42.8 million, Airtel was the second
with a total SIM subscription of 16.4 million, and Telkom Kenya third with 4.1 million
subscribers. Equitel (Finserve) and Jamii Telecommunications had subscriptions of
1.4 million and 0.23 million respectively.

MARKET PLAYERS IN KENYA

SAFARICOM PLC

19.

20.

Safaricom PLC was founded in 1997 as a fully owned subsidiary of Telkom Kenya
which is a government parastatal. In the year 2000, Vodafone Group PLC acquired
a 40% stake and the management responsibility of the company while the remaining
60% was owned by the Government of Kenya through Telkom Kenya. In 2008, the
government offered 25% of its shares to the public through an initial public offering,
leaving the Government’s stake in Safaricom at 35%. The Vodafone group, which
owns 26.1% of Safaricom PLC has operations in other African countries including:
Egypt, Ghana, South Africa, Tanzania, Democratic Republic of Congo, Mozambique,
and Lesotho (Vodafone Group PLC, 2020).

Safaricom PLC provides mobile telephony and mobile money transfer services,
consumer electronics, e-commerce, cloud computing, mobile data, music streaming
and fiber optic services. There were forty-two (42) Safaricom retail shops across
Kenya in 2020-.

AIRTEL KENYA

21.

22.

Airtel Kenya is the second largest mobile operator — by mobile subscriptions - with
a mobile subscription market share of 26.4% as at September 2021. Airtel began
operations in Kenya in 2010 as a subsidiary of Airtel Africa. It offers mobile telephony
and mobile money services and currently has over sixty (60) retail outlets across the
country.

Apart from Kenya, Airtel has operations in thirteen (13) other markets in Africa, namely:
Democratic Republic of Congo, Gabon, Madagascar, Malawi, Nigeria, Niger, Rwanda,
Chad, Uganda, Seychelles, Tanzania, Zambia, and Congo Brazzaville (Airtel, 2022).

4 https.//majira.co.ke/list-of-all-safaricom-customer-care-shops-in-kenya/
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TELKOM KENYA

23.

Telkom Kenya is the third largest telecommunication company in Kenya with a market
share of 6.4% as at September 2021. It was established as a telecommunications
provider in Kenya in 1999. The Government of Kenya owns 40% of the company’s
shares and the rest is owned by a private investor. It provides mobile telephony
services, internet services and mobile money services.

MNOS MARKET SHARES

24.

25.

26.

The voice market in Kenya has been dominated by Safaricom PLC over the last
decade and it accounts for the largest total voice traffic in the country. According to
the CA, Safaricom PLC had a voice traffic of 52.4 billion minutes of calls originating
from the operator in the 2020/21 financial year, followed by Airtel Networks Limited
with about 24.4 billion minutes.

Safaricom has maintained its dominance in the voice traffic market in Kenya over
the last decade, with the lowest market share of 60.8% in the 2018/2019 financial
year (Figure 40). Airtel has also been gaining popularity in the last five years with
their highest market share being 34.8% in the financial year 2018/2019. As at 31st
December 2021, Safaricom had a market share of 70.4% followed by Airtel with
27.6% and Telkom with 1.9%.

In the Mobile data market, Safaricom had the largest market share at 68% as at 30th
June 2021, while Airtel Networks limited accounted for an average of 26.6%. Telkom
had a market share of 4.6% while Equitel and Jamii Telecommunications Ltd both
had 0.4% of the market.

Figure 40: Market share (in %) in terms of voice traffic (Minutes)
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Figure 41: Mobile Data Market Share
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POTENTIAL BARRIERS TO ENTRY

27.

28.

29.

5 https.//w

icom%E2%

The major players in the cellular mobile service in 2010 were Safaricom, Airtel, Essar
and Telkom. In 2013, Finserve joined and operated independently until 2018 when
Equity group took over and converted its mobile virtual network operator (MVNO)
to a fintech. However, its mobile subscription market share is still below 5%. Jamii
Telecommunication Limited also joined mobile cellular services provision and began
its operations in Kenya in 2017.

India-based investment group Essar exited the telecoms business market in January
2015 by selling its Kenyan mobile operator yuMobile, officially known as Essar
Telecom Kenya Limited (ETKL). Safaricom acquired yuMobile’s network, [T, and office
infrastructure assets, while Airtel took over its 2.55 million subscribers.

In order to analyse the barriers to entry, it's important to consider the following
parameters:

29.1 Investment: Entry into the telco industry can be hindered by the cost of the
infrastructure needed and also the volumes of consumer data required to be
able to compete in the market. The incumbents in the Kenyan market have
made great strides in infrastructure development and the amassing of great
volumes of consumer data which might prove difficult for new entrants to

match.

29.2  Spectrum Allocation:: In Kenya, an initial license fee of US$55 million is charged
to new entrants in addition to a uniform renewal fee of US$27 million for all
GSM Mobile Operator licences. This fee is based on the amount determined
in the latest competitive auction process for the third GSM licence in the

country. Licenses are renewable after 10 years.

29.3  Regulatory Constraints: This may arise in cases where the regulatory

responses in the sector take time causing new entrants to strain in getting a

.ca.go.ke/wp-content/ploads/2018/01/Press-Statement-by-CCK-Director-General-Mr.-Francis- .- Wangusi-on-the-renewal-of-Safar-
9s-Licence.pdf

foothold in the market. A good example is on spectrum allocation which takes
time and a huge cost outlay, therefore delaying adoption of new technological
innovation (e.g., the adoption of 4G network). Furthermore, regulation in the
telecommunication sector in Kenya has drawn a lot of public scrutiny due
to the numerous complaints by the competitors and the public against the
dominant firm citing abuse of dominance, excessive pricing and predatory
pricing. This has caused a regulatory dilemma as excessive regulation may
hinder further innovations in the sector.

POTENTIAL BARRIERS TO EXPANSION AND MARKET RETENTION

30.

31.

Closed Network Pricing: This is the differentiation of retail prices for off-net and on-net
services which may raise switching costs making it difficult for competitor networks
to build a customer base. Incumbent firms may ensure that they price their services in
a way that it becomes difficult for their customers to switch to competitor networks.
In Kenya, the cutthroat competition in the mobile telephony services has resulted in
various operators creating products and promotions aimed at reducing their on-net
costs therefore, ensuring consumers do not switch to the competitors.

Network Effects: Strong network effects predispose markets to concentration and
monopolization. The Kenya telecommunications sector exhibits strong network
effects emanating from the mobile money market where Safaricom’s M-PESA
controls 98.45% of the market. The dominance in the mobile money market leads to
majority of the consumers maintaining Safaricom for the provision of the other mobile
services.
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Figure 42: On-net, off-net traffic imbalance in Kenya, December 2021
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Source: CA Sector Statistics report Q2 2021/2022

32. Mobile Termination Rates: these are charges mobile operators levy on each other
and on fixed network operators for terminating calls on their networks. In Kenya, the
Mobile termination rates have been considerably high up to December 2021 when
the sector regulator (CA) reduced the MTR rates from US$0.0087 to US$ $0.0011.
The Kenyan market is dominated by Safaricom Plc, with a market share of 70.4%,
as at 31st December 2021. Safaricom has 95% of its calls on-net and only 5% off
net (see Figure 42). Jamii Telecommunications the smallest of the five operators with
a voice market share of less than 0.1% has 98% of their calls off-net and only 2%
on-net. The smaller mobile operators with a higher proportion of off-net calls in their
traffic mix transfer their resources to the big operator in terms of wholesale payments
for calls terminated on the competitor networks.

33. Exclusive Agreements: Roaming agreements are bilateral in nature between MNOs
in different countries and thus they include some level of exclusivity. When roaming,
MNOs have their preferred partners in the countries that their customers are roaming.
The roaming agreements allow the MNOs to unilaterally set the retail terms as they
are cross-border and beyond any of the countries’ jurisdictions.

KENYA'S TELCO REGULATORY FRAMEWORK

34. Regulation of international roaming differs from other telecommunication services in
that the wholesale and downstream retail markets are always in different countries.
Regulators are thus limited to measures that can be delivered nationally such as
transparency measures for end-users, or regulating retail prices.

35. Thetelecommunications sector in Kenya is primarily regulated by the Communications
Authority of Kenya (CA) which is established by the Kenya Information and
Communications Act: (KICA). CA is mandated to develop the country’s broadcasting,
multimedia, telecommunications, electronic commmerce, postal and courier services,
and its mandate extends to licensing, e-commerce development, consumer
protection, managing competition, setting tariffs, and overseeing the country’s
Universal Service Fund. Further, CA manages the country’s radio frequency spectrum
and numbering resources by ensuring harmonious sharing of frequencies by various
users and services and coordination of international and regional frequency to avoid
harmful interference of frequency users in different administrations.

36. Other laws include the Competition Act No. 12 of 2010 (‘the Act’) whose objective is
to enhance the welfare of the people of Kenya by promoting and protecting effective
competition in markets and preventing misleading market conduct throughout
Kenya. Also, the Data Protection Act, 2019 (DPA) provides for the regulation of the
processing of personal data, to provide for the rights of data subjects and obligations
of data controllers and processors, and for connected purposes. The DPA provides
regulation for collecting, processing, storage and use of personal data collected in
the digital environment.

6 Reporting, N. C. (2020). Kenya Information and Communications Act No.2 of 1998. Retrieved from Communications Authorily of Kenya: https.//www.ca.go.ke/
wp-content/uploads/2021/02/Kenya-Information-and-Communication-Act- 1998, pdf
7 httos.//www.cak.go.ke/sites/default/files/Competition_Act_No._2012_of_2010.pdf

8 htip://kenyalaw.org/kl/fileadmin/pdfdownloads/Acts/2019/TheDataProtectionAct__No240f2019.pdf



POLICIES ON ROAMING TARIFFS

37.

38.

In 2014, the members of the East African Community (EAC) purposed to implements
a joint initiative on Roaming dubbed the One Network Area (ONA) roaming initiativer.
The agreement came into force in January 2015, initially incorporating Kenya, Rwanda
and Uganda, and were later joined by Tanzania and Burundi. The benefits of ONA
have been extended to South Sudan who joined the EAC in 2016.

The aim of ONA is to promote regional integration by reducing the cost of roaming
charges on calls. The key feature of the ONA is that a customer roaming in any of
the East African countries receives similar treatment as a local customer for all calls
originated in the visited country. The features include:

38.1  Customers using the same telephone numbers and SIM cards across
participating countries;

38.2  Incoming calls made free, and the outgoing calls and SMSs charged at local
rates;

38.3  Prepaid customers automatically charged in their home currency;

38.4  Post-paid customers charged at local rates converted to their home currency
upon billing; and

38.5  Prepaid customers traveling into participating countries to recharge their

airtime with local top-up cards or with cards bought from the local network.

39. The regulatory interventions of ONA were as follows:
39.1 Removing charges for receiving voice calls while roaming in any of the EAC
member countries;
39.2  Excise taxes and surcharges waivers for on incoming ONA voice traffic;
39.3 A wholesale price cap of US$ 7 cents per minute without surcharges; and
9 https.//www.itu.int/dms_pub/itu-a/opb/pret/D-PREF-EF. ONA-2016-PDF-E.pdf

39.4

Requirement for mobile network operators (MNOs) to re-negotiate with a view
to reduce wholesale tariffs with their roaming partners.

COST OF ROAMING

40.

According to roaming data by Tarifica, Kenyans roaming within Africa pay from
US$ 0.06/minute up to US$ 9.77/minute to call back home; between US$0.09 and
US$2.83 to receive calls; and from US$0.06 to US$4.79 to make calls within other
countries in Africa. The median cost of data is US$4.78 per MB and can be as high
as US$29.41/MB or as low as US$0.004/MB. The variations in the cost of roaming
calls and data charges are subject to the region, service provider, and payment plan.

Table 22: Cost Comparisons — Local and Roaming Costs

Local Charges Roaming Charges Within Africa

Calls to Between US$0.015/Min and Between US$0.06/Min and
Kenya US$0.033/Minute US$9.77/minute
Receiving MTR is US$0.0011 Between US$0.09 and US$2.83
calls
Data Between US$0.00088/Mb and Between US$29.41/MB and
US$0.0017/Mb US$0.004/MB
(565.7Mb/US$ and 1131.4Mbs/
US$)
Source: Tarifica, December, 2021
COST OF ROAMING CALLS
41. This section analyses the cost of roaming calls at retail level by region, home country

operator (HCO) and Payment plan type (Type). The three categories of calls are:
incoming call rate (ICR), calling within roaming country (CWRC) and making calls to
home country (C2HC).
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Figure 43: Roaming Charges by Region
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COST BY REGION

42.

COMESA is the most expensive region to make calls to Kenya, receive calls from
Kenya and make calls within the region, while EAC is the cheapest. As illustrated in
Figure 43 below, the median call rates from the EAC region cost US$0.12 per minute
in comparison to calls from COMESA that cost US$2.47/minute, while calls from
the rest of Africa are cheaper than COMESA at US$1.50/ minute. 75% of those
making roaming calls within the EAC incur roaming charges below US$0.35, this rate
almost doubles when roaming within COMESA and the rest of Africa at US$ 0.84 and
US$0.68, respectively. The median price of receiving an incoming call is US$0.60/
minute while in EAC and US$0.74/minute from COMESA and the rest of Africa.

COST OF ROAMING CALLS BY COUNTRY PAIRS

43.

82

As noted earlier, the top five destinations for Kenyans within Africa are: Ethiopia,
Rwanda, South Africa, Tanzania, and Uganda. A closer look at the roaming charges

44,

45.

46.

by country pairs reveal that Kenyans calling home from Ethiopia, a Member of
COMESA, have the highest costs overall while calls from Uganda and Rwanda, who
are EAC members, are the cheapest (see Figure 44). The average costs of calls from
South Africa and Tanzania, who are SADC members, are comparable and are slightly
lower than costs in Ethiopia.

Safaricom charges US$0.088 for voice calls roaming across all networks both calling
within Uganda and back home to Kenya. Further, calls to other countries are charged
between US$1.58 and US$0.84 per minute. Data charges are US$0.044 per Mb for
MTN, US$0.31 per Mb for Orange, UTL and Sure Telecom and US$0.66 for Airtel and
other networks. MTN is the cheapest network for Safaricom subscribers roaming in
Uganda. For Airtel Kenya subscribers, the cheapest Networks in Uganda are Airtel
and Airtel (Ex Warid) for both postpaid and prepaid tariffs, with charges of US$0.062
for both calls back home and calls within Uganda. Airtel also offers the cheapest
internet of US$0.0035 per Mb. This makes Airtel the cheapest roaming network for
Airtel Kenya subscribers in Uganda. When roaming in Uganda, using Telkom Kenya,
the roaming charges for voice calls are US$0.074 across the preferred networks both
when calling locally or calling back home to Kenya.

Safaricom charges between US$0.088 and US$0.4 per minute for voice calls
within Tanzania while roaming with their preferred networks and US$0.44 for other
networks. For calls back home, the call charges are between US$0.22 and US$0.66
per minute. The cheapest Network to roam in Tanzania as a Safaricom subscriber
is Airtel which charges US$0.088 per minute for calls within Tanzania and US$0.22
for calls to Kenya. Airtel and Vodacom provide the lowest data charges at US$0.044
per Mb. Airtel Tanzania is the cheapest network to use for an Airtel Kenya subscriber.

Safaricom charges US$0.088 across all the preferred networks and US$0.22 per
minute for other networks in Rwanda. MTN is however the cheapest network to
roam within Rwanda using Safaricom because the data charges are lower than the
other networks. While calling other countries, MTN charges US$0.84, Tigo US$0.92
and all the other networks charge US$1.76 per minute. Data charges for MTN are
US$0.044 and US$0.11 for Tigo while all other networks charge US$0.66 per Mb.
Airtel Kenya voice call charges while on Airtel Rwanda and Tigo are US$0.062 for



Figure 44: Roaming Calls Prices by Country Pairs
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47.

calls within Rwanda as well as calls back home to Kenya and international calls to
other countries are US$1.35. Internet is charged at US$0.0035 per Mb for both Airtel
Rwanda and Tigo Rwanda. Pre-paid customers are charged US$0.11 per minute for
voice calls while roaming using MTN Rwanda and post-paid customers are charged
US$0.088 per minute for voice calls within Rwanda and back home to Kenya.

Safaricom charges between US$0.97 and US$0.13 for calls to Kenya, between
US$0.265 and US$0.13 per minute for calls within South Africa, between US$0.16
and US$0.265 for incoming calls and between US$3.98/Mb and US$0.044/Mb for
data. Vodacom is the cheapest network for Safaricom subscribers charging US$0.13
for voice calls, US$0.265 for incoming calls and US$0.044/Mb for data.

Figure 45: Roaming Charges by Provider
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COSTS BY HOME COUNTRY OPERATOR

48. Safaricom is the cheapest operator when calling from other countries in Africa to
Kenya, calling within other countries in Africa and receiving incoming calls, while
Telkom and Airtel charge their customers almost double Safaricom’s prices.

49. As illustrated in Figure 46, the median cost of making calls from other countries in
Africa, using Safaricom operator, costs US$0.84, while calling from Airtel and Telkom
cost US$1.56 and US$1.76/minute. The median cost of making calls within other
African countries from Safaricom is US$0.27 and this cost is double at US$0.54 per
minute when using Airtel and US$0.44 using Telkom. The cost of receiving a call while
roaming in other African countries is US$0.27 when using Safaricom, and slightly
more than triple the amount at US$0.84 on Airtel and US$0.75 on Telkom.
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Figure 46: Roaming Charges by Payment Plan
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COST BY PAYMENT PLAN

50. Post-paid subscribers get relatively cheaper rates in comparison to pre-paid
subscribers. As presented in Figure 47, the median cost of calling back home for a
post-paid subscriber is US$1.24 per minute in comparison to pre-paid subscribers
whose median cost is US$2. The median cost of calling within roaming countries in
Africa for post-paid and pre-paid subscribers is US$0.41 and US$0.62 respectively.
75% of subscribers on post-paid services are charged between US$0.09 and
US$0.75 in comparison to the same percentage that will be charged US$1.02 fee to
receive a call from Kenya while in other African Countries.

COST OF ROAMING DATA

ROAMING DATA COST BY REGION

51. The median data costs per MB to non-EAC member countries is at least nineteen
times more than within the EAC. The median costs within the COMESA region are
highest at US$8.85/MB while costs to other African countries stand at US$6.08/MB.
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Figure 47: Roaming Data Cost by Region
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Interestingly, the costs per MB to all regions can go as low as US$0.003 per MB and
as high as US$29.41 per MB in COMESA region, US$28.21 in the rest of Africa and
US$12.31 in the EAC region (see Figure 46).

ROAMING DATA COST BY COUNTRY PAIR

52.

53.

As indicated in the regional dynamics of costs, a look at data charges in Uganda and
Rwanda, who are EAC Member States, indicate they are the cheapest while Ethiopia,
a COMESA member state, is the most expensive. The average data charges per
MB for Ethiopia is US$12.78 per minute, in Rwanda is US$0.11, in South Africa is
US$1.39, Tanzania is US$3.04 and Uganda is US$0.10.

Data charges are US$0.088 for MTN and Orange networks, and US$0.074 for all
other preferred networks. Compared to other operators in Tanzania, Airtel charges



Figure 48: Roaming data rate by country
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54.

US$0.062 for calls and US$0.0035/Mb for data. For a Telkom Kenya subscriber, the
charges are US$0.31 while roaming with KPN for both local calls and calls back to
Kenya, and US$0.26 for receiving calls. Data charges are US$0.13 per MB. Internet
for roaming using MTN Rwanda is charged at US$0.11. The charges while roaming
with Telkom using MTN, Tigo and Airtel Rwanda are US$0.075 for both calls within
Rwanda and calls back home to Kenya. However, Rwandatel charges are US$0.34
for calls within Rwanda and US$1.26 for calls back home to Kenya. Calls to other
international countries are charged at US$0.5 while using Tigo Rwanda and US$1.26
while using Rwandatel. Data charges are US$0.075 while using MTN and Tigo and
US$4.52 while using Airtel.

In Ethiopia, with Ethiotel being the only mobile network operating in the country, Airtel
Kenya charges US$3.5 for calls to Kenya, US$1.1 for calls within Ethiopia, US$0.486

Figure 49: Roaming Data Cost by Operator
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for incoming calls and US$13.26/Mb for data. Safaricom on the other hand charges
US$0.35 for calls to Kenya, US$0.177 for calls within Ethiopia, US$0.31 for incoming
calls and US$0.088/Mb for data. Telkom Kenya charges US$3.4 for call to Kenya,
US$1.07 for calls within Ethiopia, US$0.72 for incoming calls and US$17.8/Mb for
data. Airtel Charges between US$0.97 and US$0.9 for calls to Kenya, between
US$0.53 and US$0.13 for calls within South Africa, US$0.265 for incoming calls and
between US$0.12/Mb and US$3.98/Mb for data. Telkom Kenya charges between
US$1.23 and US$0.54 for calls to Kenya, between US$0.79 and US$0.3 for calls
within South Africa, US$0.16 for incoming calls and between US$14.13/Mb and
US$0.038/Mb for data.
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Figure 50: Roaming Data Cost by Payment Plan
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ROAMING DATA COST BY HOME COUNTRY OPERATOR

55. The cost per MB by Safaricom is at least four times less than the charges by Airtel
and Telkom. The median cost per MB by Safaricom is US$1.33 in comparison to
US$5.75 by Telkom and US$5.66 by Airtel. As Figure 49 shows, the spread in the
data charges by the service providers requires investigation as all of them can charge
as low as US$0.003 per MB and as high as US$29.41 per MB. About 75% of users
on roaming are charged up to US$13.27 by the three service providers.

ROAMING DATA COST BY PAYMENT PLAN

56. 75% of subscribers with both pre-paid and post-paid payment plans are charged
below US$13.27. The median charge for pre-paid subscribers is US$8.56/MB in
comparison to US$6.23/MB. As earlier observed the spread in the costs per MB can
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go as low as US$0.003 up to US$29.41 for both pre-paid and post-paid subscribers.
This is illustrated in Figure 50;

57. Based on the above cost analysis, the following observations are apparent:

57.1

57.2

57.3

Across Africa, Airtel Kenya has the highest costs of roaming despite having
a presence in fifteen (15) countries. The roaming agreements could be
investigated further;

Countries that have Airtel and MTN networks that Kenyans are able to roam
using Safaricom and Airtel Kenya are fairly priced. Safaricom pairing tariff is
however, notably lower than Airtel charges across Africa; and

COMESA is the most expensive region to make calls to Kenya, receive calls
from Kenya and make calls within the region, while EAC is the cheapest region
for Kenyans to roam. This may be as a result of the ONA initiative by the EA
Partner States.

REGIONAL AND CONTINENTAL PRIORITIES

58. The following conclusions can be drawn from the roaming calls and data charges for

Kenyan subscribers across Africa:

58.1

58.2

EAC Policy initiative: The ONA initiative by the EAC Partner States can be
seen to have had positive influence on the calling prices faced by consumers
in the region as they are consistently the lowest prices for calling to home
country, making calls within roaming country and receiving calls within
roaming country. Although the EAC region still maintains the lowest average
cost of data, the spread in the cost of data requires further consideration in
the ONA initiative;

High costs within COMESA: The costs of roaming for Kenyans in the COMESA
region are the highest within the African continent. This is the case for all types
of calls as well as roaming data charges. This requires further monitoring on



58.3

the reasons for such high costs of roaming and remedied as soon as possible
in order to support the regional goals within COMESA regional economic
community; and,

High Data Costs: In the current era of e-commerce driving most economies,
the costs of roaming data are important for both business and individual users.
The distribution in the costs of roaming by region, operator and payment type
show a huge spread in the costs per MB. This requires further monitoring
to determine any pointer to competition issues that may result in this high
spread.

RECOMMENDATIONS TO ADDRESS COMPETITION
CONCERNS

59. There have been a number of initiatives within Africa to reduce roaming charges

for calls and mobile data. For instance, the One Africa Alliancer which seeks to

reduce roaming charges among the thirty (30) participating countries, the Central
African Economic and Monetary Community (CEMAC) initiativer by the central

African countries (Cameroon, Central African Republic, Congo, Equatorial Guinea,

Chad and Gabon) which is aimed at establishing a One Telephone Network zone

within the community, among others. In order to enhance these efforts, the following

recommendations are made to remedy some of the possible competition concerns

as follows:

59.1

Further research is needed on roaming calls and data prices within the
COMESA region. This requires collaboration between COMESA Competition
Commission and the Competition Authority of Kenya. The research may
include review of the roaming agreements amongst players and regulatory
obligations of players in the region to determine the reason behind the high
prices;

10 https.//smartafrica. org/bics-joins-smart-africa-alliance-to-implement-the-free-roaming-initiative-on-the-continent/
/itweb.africa/content/j5alrvQaim8vp Yk

59.2

59.3

In the EAC region the cost of calls amongst Partner States are relatively
lower than other parts of Africa. However, the distribution of the cost of data
is high indicating a possibility of competition concerns. It is recommended
that the Authority, in collaboration with the EAC Competition Authority, may
carry out further research in the market for roaming data for any competition
concerns. Further, there seems to be a disparity in the roaming costs across
the countries with Burundi and Tanzania having high costs than the other
member countries; and,

Moreover, there is a trend with Safaricom and MTN pairing having the lowest
roaming tariff across Africa for Kenyan subscribers which may indicate that
their roaming agreement may be working better than the other Network
pairings. Alternatively, there are competition issues present in the roaming
agreements, such as exclusivity, which may call for further research on
roaming agreements.
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APPENDIX Lower Quartile 0.27 0.35 0.27
Median 0.74 0.60 0.74
Upper Quartile 1.02 0.88 1.02
OVERALL DESCRIPTIVE STATISTICS COST OF ROAMING :
Maximum 1.48 1.25 1.99
Price (US$) Minimum | LQ Median | Mean | UQ Maximum | Missing 2 Ve % % 204
Calling to Home | 0.06 053 |1.42 |1.87 |2.57 |9.77 0 ate per
Country Minimum 0.003 0.003 0.003
Calling within | 0.06 027 044 [053 |068 |4.79 0 Lower Quartile 1.50 0.08 0.53
roaming country Median 8.85 0.31 6.08
Incoming Call 0.09 0.27 0.74 0.63 |[1.02 |2.83 0.40 Upper Quartile 13.27 5.01 13.27
rate Maximum 29.41 12.31 28.13
Price per MB | 0.003 013 |477 |7.06 |13.27|29.41 0.20 N 95 22 537
SUMMARY OF DESCRIPTIVE STATISTICS BY REGION SUMMARY OF DESCRIPTIVE STATISTICS BY OPERATOR
REGION COMESA EAC ROA Mobile operator Airtel Safaricom Telkom
Calling to home country Calling to home country
Minimum 0.22 1.15 0.13 Minimum 0.06 0.09 0.07
Median 2.41 0.11 1.50 Median 1.56 0.84 1.76
Upper Quartile 3.72 1.06 2.60 Upper Quartile 265 2 41 3.01
Maximum 6.51 2.21 5.31 Maximum 5.31 5.04 5.79
N 97 /8 254 n 207 107 115
Calling within roaming country Calling within roaming country
Minimum 0.06 0.06 0.06 Minimum 0.06 0.09 0.06
Lower Quartile 0.27 0.08 0.30 Lower Quartile 0.35 0.13 0.24
Median 0.53 0.09 0.49 Median 0.54 0.27 0.44
Upper Quartile 0.84 0.35 0.68 Upper Quartile 0.77 0.34 0.77
N 97 8 254 N 207 107 115
Incoming Call rate Incoming Call rate
Minimum 0.09 0.09 0.16 Minimum 0.09 0.16 0.42




Lower Quartile 0.27 0.27 0.62 Lower Quartile 0.27 0.27 1.02

Median 0.84 0.27 0.75 Median 0.27 0.35 1.02

Upper Quartile 1.02 0.35 0.75 Upper Quartile 0.71 0.75 1.02

Maximum 1.15 0.44 0.88 Maximum 0.74 1.35 1.02

n 187 95 102 n 38 247 99

Rate per MB Rate per MB

Minimum 0.35 0.04 0.04 Minimum 0.003 0.0083 0.0083

Lower Quartile 0.61 0.12 0.34 Lower Quartile 0.04 0.12 1.56

Median 5.66 1.33 5.75 Median 0.12 6.24 8.56

Upper Quartile 13.27 13.27 12.88 Upper Quartile 1.53 13.27 12.94

Maximum 26.57 29.41 28.13 Maximum 1.73 28.13 26.57

n 205 105 96 n 48 252 106
SUMMARY OF DESCRIPTIVE STATISTICS BY PAYMENT PLAN LOCAL VOICE AND DATA CHARGES

Payment Plan Both Post-paid | Prepaid

Calling to home country Safaricom Av. 3.7 Ksh/Min 5mbs/Ksh

Minimum 0.06 0.06 7.100 Airtel Av. 3.64 ksh/Min 10mbs/Ksh

Lower Quartile 0.09 0.53 117.385 Telkom Av 1.75 per min 8mbs/ksh

Median 0.32 1.24 2.00

Upper Quartile 1.15 2.52 3.63

Maximum 2.57 5.31 7.10

n 49 272 108

Calling within roaming country

Minimum 0.06 0.06 0.06

Lower Quartile 0.09 0.27 0.44

Median 0.138 0.41 0.62

Upper Quartile 0.27 0.62 0.89

Maximum 0.53 1.15 1.50

N 49 272 108

Incoming Call rate

Minimum 0.16 0.09 1.02
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CHAPTER 5: MAURITIUS
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INTRODUCTION

In the past few decades, Mauritius has experienced significant growth in the
Information and Communications Technology (ICT) sector, particularly, the mobile
services industry. Today, mobile subscribers benefit from enhanced services in
terms of voice, SMS and Data based on the latest technology. The technological
advancement in mobile telephony has enabled people to remain connected and
share information with each other irrespective of their location around the globe.
One of the important features of mobile telephony services is the international mobile
roaming (‘IMR’). The IMR enables subscriber to remain in contact with their family
members and peers when travelling abroad.

A major concern often raised in relation to IMR is high roaming rates. Exorbitant
roaming charges can be a constraint for investment and trade. For a small island
state like Mauritius which is largely reliant on tourism and financial services, it is crucial
to create conducive environment to attract more tourists and investment into the
country. Facilitation of investment and trade within Africa is also high on the regional
development agenda. In this regard, it important to reduce business costs, including
exorbitant roaming charges and thus support growth in the continent.

Several international authorities such as the Europe Union (EU) have addressed the
issue of high roaming charges. This has been done in a concerted manner by the
EU member states through regulations, which has brought down roaming charges.
Currently, mobile subscribers within the EU are benefiting from roaming charges
which are like domestic mobile charges under the Roam-Like-At-Home project.

Within Africa, the issue of high IMR charges has raised alarms. Exorbitant mobile
roaming tariffs can constrain regional trade and economic growth. Given the cross-
jurisdictional nature of mobile roaming services, any attempt made by individual
national regulator can be ineffective. Thus, harmonisation of regulatory actions and
elimination of regional surcharges on roaming are necessary to reduce mobile roaming
charges in Africa and thus achieve the broader continental objectives to strengthen
economic relationships and deepen economic integration.

7.

This study of the Competition Commission is a contribution to the cross-country
research on the cost of roaming charges in Africa by the African Competition Forum
(ACF). The ACF study aims at understanding the features of the telecommunications
industry in member countries that may explain the high variance in roaming charges
across the continent. Furthermore, the study seeks to uncover the types of competition
concerns that exist regarding roaming charges in different countries across the region
and develop regional and continental competition policy priorities to address these
concerns.

Thus, the Mauritian chapter of the ACF Study has the following objectives:

6.1 To understand the market structure, state involvement and the regulatory
setting of the telecommunications industry in Mauritius, with a particular focus
on the determination of roaming charges.

6.2 To have an understanding of the type of competition concerns existing in
regard to roaming charges in Mauritius

6.3 To provide a platform for identifying regional and continental priorities in
respect of the telecommunication industry.

The rest of the report is structured as follows:

71 Chapter 2 provides an overview of the Mauritian telecommunications industry,
describes how mobile roaming works and highlights the regional and
continental initiatives being taken to address high roaming charges.

7.2 Chapter 3 describes the regulatory framework governing the local
telecommunications industry.

7.3 Chapter 4 assesses the general state of competition underlying the mobile
industry and discusses the potential the barriers to entry.

7.4 Chapter 5 analyses the costs of mobile roaming for Mauritian subscribers.

7.5 Chapter 6 identifies the priorities at continental and regional levels to address
the concerns in relation to high roaming charges.



7.6 Chapter 7 concludes and provides potential recommendations to address the

concerns identified.

BACKGROUND

This section provides an overview of the telecommunication industry in Mauritius
and briefly describes the functioning of mobile roaming. The section also provides
an overview of the different cost elements associated with the provision of mobile
roaming services and highlights the initiatives being taken at continental and regional
levels to address the issue of high roaming charges in Africa.

THE TELECOMMUNICATION INDUSTRY IN MAURITIUS

10.

11.

Telecommunication is a key industry for any economy. The industry helps to connect
businesses and individuals, and essentially stimulates economic growth by facilitating
trade and investment. In 2021, the telecommunication industry generated a revenue
of Rs 20.1 billion (over USD 500 billion), accounting for about 5.1% of the Mauritian
Gross Domestic Product (GDP).

Mauritius has a developed telecommunication industry. The local mobile network
operators (‘MNOs’) provide voice, short message service (SMS), and data services
throughout the island as well as international roaming services. These operators
are currently offering their services on the 4G technology and are in the process of
unfolding the latest 5G technology. Internet services, mainly broadband connectivity,
are offered across the island with 100% fibre coverage to households and businesses.

In 2021, there were about 1,811,700 internet users in Mauritius. It is worth highlighting
that 1,740,600 or 96% of these users had broadband internet subscription. In terms
of fixed line and mobile cellular, there were 469,100 and 1,971,300 subscribers,
respectively. Figure 51 illustrates the evolution of the penetration rate in terms of fixed
line households, mobile cellular and internet subscriptions for the period 2017-2021-.

1To be noted that the figures for fixed line-are compiled in terms of household while. mobile cellular and internet aata are in terms of subscribers.

Figure 51: Evolution of fixed line, mobile and internet penetration rate
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12.

The figure above clearly demonstrates the high level of penetration rate for fixed line,
mobile cellular and internet in Mauritius. For instance, 94% households had access to
fixed line telephone in 2021. The mobile cellular penetration rate reached 156% and
the population internet penetration rate was 143% in the same year.

MNOS IN MAURITIUS

13.

14.

15.

The MNOs in Mauritius are Cellplus Mobile Communications Ltd, Emtel Ltd and
Mahanagar Telephone (Mauritius) Ltd, who are duly licensed by the Information and
Communication Technologies Authority (ICTA) with the Public Land Mobile Network
(PLMN) Licence.

The MNOs are providers of wireless communications services. The MNOs usually
own or control all the elements necessary to deliver services to end users including
radio spectrum allocation, wireless network infrastructure, billing and customer care.

A brief background on the MNOs operating in Mauritius is provided below.
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15.1 Cellplus Mobile Communications Ltd (‘Cellplus’)

15.1.1 Cellplus is a fully owned subsidiary of Mauritius Telecom and offers a
range of voice, data and multimedia services for both the mass market
and business segments. Cellplus operates as “my.t” in the offering of the
aforementioned services.

15.1.2 Cellplus, which provides data roaming in addition to voice roaming
facilities, has roaming agreements with more than 260 operators in 126

countries.

156.2  Emtel Ltd

15.2.1 Emtel Ltd started operations in 1989 as the first mobile operator in

the Southern Hemisphere. It is owned by the Currimjee Jeewanjee
Group (with 75% shareholding) and by the promoters of Bharti Airtel
(with 25% shareholding). It should be noted that the latter is a global
telecommunications company with operations in 20 countries across

Asia and Africa, offering a range of services to individuals and enterprises.

15.2.2 Emtel Ltd has customers ranging from individual, households, to
enterprises. It supplies a range of telecommunications services in

addition to mobile services.

15.2.3 International roaming offered by Emtel enables connection throughout
187 countries across 540+ world class networks while travelling the
world with the Emtel Prepaid number. All Emtel numbers are already

preconfigured for international calls-.

15.3  Mahanagar Telephone (Mauritius) Ltd (MTML)

15.3.1

MTML is a subsidiary of Mahanagar Telephone Nigam Limited (MTNL):
and operates in Mauritius since 2004. It provides a wide range of services

2 Informati
3MINL isag

https://www.emtel.com/services/international-prepaid-roaming

such as mobile services to customers including voice, data (3G & 4G
LTE), international long-distance calling services, internet services and
international roaming.

15.3.2 MTML launched ‘CHiLi” GSM services in Mauritius, in November 2011.

MTML offers international roaming tariffs for Europe, Russia, India, China,
Australia and New Zealand and other countries.

16. Table 23 provides information on the establishment year and ownership structure of
the three MNOs.

Table 23: Information on establishment year and ownership of MNOs

Company Establishment Ownership

year

Cellplus 1996 Wholly owned subsidiary of Mauritius Telecom (MT).
MT is owned by:

Rimcom Ltd- - 40%

Government of Mauritius - 33%

SBM Holdings Ltd - 19%

National Pensions Fund - 7%

Employees of Mauritius Telecom _ 1%

Currimjee Jeewanjee Group - 75%
Indian Continent Investment Limited (owned by
Bharti group of India) - 25%

Subsidiary of Mahanagar Telephone Nigam Limited

Emtel 1989

MTML 2004

Source: MNO's website and registrar of companies

17. In terms of state involvement, Cellplus is the only MNO in which the Government of
Mauritius has stake. The other MNOs, Emtel and MTML are privately owned.

VOICE, SMS, AND DATA SERVICES PROVIDED BY MNOS IN MAURITIUS.

18. Each MNO has its own network infrastructure through which the three main services;
voice, SMS, and data, are provided. To better understand the domestic landscape
for calls and SMS in Mauritius, Table 23 shows the evolution of domestic calls and
domestic SMS exchanged.

4 Rimcom Ltd is an investment vehicle wholly owned by Orange SA (formerly France Telecom)



19.

In 2021, a total of 1,469 million minutes of domestic calls was made. This represents
a fall of 8% since 2017 from 1,759 million minutes. There has been a decline of 20%
in the number of domestic calls from 341 million minutes to 259 million minutes. Calls
made through mobile networks remain the most popular mode of communication
where above 80% of calls are made. Regarding SMSs exchanged, there has been a
significant drop of 69% from 1,011 in 2017 to 314 in 2021.

Table 24: Domestic calls made and SMS, 2017-2021

Domestic calls (million minutes) SMS (million)
Fixed Mobile

2017 341 1,418 1,759 1,011

2018 320 1,506 1,826 960

2019 298 1,515 1,813 728

2020 271 1,351 1,622 497

2021 259 1,210 1,469 314

Source: Information gathered from ICTA website, Observatory data

20.

In terms of international long-distance (ILD) services, as seen in Table 24, the mobile
access network is the dominant mode of network used to make calls. In 2021,
out of 31 million minutes of total outgoing ILD voice calls, 87% (27 million minutes)
originated from mobile access networks. Similarly, 64% (16 out of 25 million minutes)
of the incoming calls was from mobile access networks. Table 25 shows the evolution
of the outcoming and incoming voice ILD calls made between 2017 and 2021.

Table 25: International long-distance calls, 2017-2021

International long-distance calls (million minutes)

Outgoing Incoming

Fixed Mobile Total Fixed Mobile Total
2017 18 48 66 29 37 66
2018 14 39 53 22 30 52
2019 10 31 41 18 24 42
2020 6 29 35 11 17 28
2021 4 27 31 9 16 25

Source: Information gathered from ICTA website, Observatory data

5 SMS is a service for sending short messages of up to 160 characters to mobile devices.

21.

22.

Both the total outgoing and incoming ILD voice calls have significantly dropped from
66 million minutes to 31 million minutes and from 66 million minutes to 25 million
minutes respectively between 2017 and 2021. This represents a fall by 2.5 and 3.3
times respectively. Calls made through mobile phone retained its upper edge against
fixed line.

The table below illustrates the internet traffic usage and the number of internet
subscriptions in Mauritius from year 2017 to 2021. While the volume of voice calls
including ILD ones and SMS exchanged have been on the decline since 2017, the
total number of internet subscriptions has been on the rise during the same period
from 1.2 million to 1.7 million. Internet subscriptions through both the fixed and mobile
access networks increased by 32% and 48% respectively. Internet downloads,
uploads and international bandwidth usage drastically scaled up during the same
period (See Table 25). Internet downloads rose from 172,181 terabytes in 2017 to
674,098 terabytes in 2021. Internet uploads increased from 21,541 terabytes to
74,559 terabytes and international bandwidth usage grew from 43,059 Mbps to
211,312 Mbps during the same period. They represent a 292%, 246% and 391%
increase in their internet traffic usage respectively.

Table 26: Number of internet subscriptions and internet traffic usage, 2017-2021

Year | Subscriptions Traffic usage
Fixed Mobile Total Internet Internet International

downloads | uploads bandwidth
(Terabytes) | (Terabytes) | usage Mbps

2017 | 248,400 | 999,600 1,248,000 | 172,181 21,541 43,059

2018 | 275,000 | 1,080,600 | 1,355,600 |276,074 32,436 64,977

2019 | 307,200 | 1,189,100 | 1,496,300 | 444,397 49,279 101,657

2020 |323,200 | 1,324,800 | 1,648,000 | 711,287 74,232 144,973

2021 |329,000 | 1,482,700 | 1,811,700 | 674,098 74,559 211,312

Source: Information gathered from ICTA website, Observatory data
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23.

From the above data, it has been observed that the volume of calls at both domestic
and international level as well as the number of SMS exchanged are gradually
decreasing over the years while the number of internet subscribers and data usage
are rapidly increasing. A migration from voice and SMS to data with more and
more internet subscriptions and internet traffic. This shift can be attributed to the
change in consumer behaviour with the use of more over the top applications such
as WhatsApp, Telegram, or Facebook Messenger and the upgrading of network
infrastructures of MNQOs providing better services in terms of bandwidth, speed and
quality of connectivity.

MOBILE ROAMING

24.

25.

26.

International mobile roaming is a quasi-automatic feature of the mobile
telecommunications. It is an essential service provided by MNOs to mobile phone
subscribers travelling to other countries. Roaming allows the mobile phone subscriber
to use his mobile phone to make and receive voice calls, to send and receive SMS,
or make use of data services while being outside the geographical area of Mauritius.
This coverage extension is made possible through the roaming agreement entered
between the subscribed network operator and the network operator in the visited

country.

The four types of roaming services offered are:

25.1 Calls/SMS/Data made/used inside a visited country;

25.2  Calls/SMS/Data made/used from a visited country to the home country;
25.3  Calls/SMS/Data made/used from a visited country to a third country; and
25.4  Receiving calls/SMS/Data in a visited country.

Table 26 illustrates the roaming revenue generated in Mauritius in terms of voice call,
SMS, and data from year 2016 to 2020. In 2019, prior to the Covid-19 pandemic,
total roaming revenue generated from both abroad and inland totalled Rs 493 million.
It declined to about Rs 132 million in 2020, which was an exceptional year. The spread

27.

of Covid-19 in 2020 adversely affected the market, mainly due to international travel
restrictions. These international travel restrictions and lockdowns imposed across
several countries resulted in a shortfall in international roaming revenue, including
that for Mauritius.

Roaming data services generated the highest revenue. They are then followed by
voice calls and SMS services. In 2019, they represented 62%, 31% and 6% of the
total roaming revenue generated. As observed in Table 27, the amount of revenue
generated from the mobile roaming has been declining since 2016, by an overall
change of 80%. The greatest fall of 73% occurred between 2019 and 2020. This fall
is attributed mostly to the travelling restrictions which were imposed on countries due
to the Covid-19 pandemic.

Table 27: Roaming revenue generated by category

Category

Voice call 315 |44 202 |39 209 |34 155 |31 43 33
SMS 49 7 31 6 34 5 30 6 7 5
Data 350 |49 279 |55 369 |60 308 |62 82 62
Total 714 | 100 |512 |[100 |612 |100 |493 |100 |132 |100
roaming
revenue
147 | 21 99 19 116 |19 80 16 14 11
Outbound
Inbound 567 |79 413 | 81 496 | 81 413 | 84 118 |89
Source: Computed from information gathered from ICTA
28. A fall has also been noted in terms of the proportion of revenue generated from
roaming services. For example, in 2016, roaming services represented 11% of the
total revenue generated by MNOs. In 2020, it dropped to only 2% before falling to 8%
in 2017 and 2018 and 6% in 2019.
29. Over the period, inbound roaming revenue decreased by about 27%, from Rs 567

million in 2016 to Rs 413 million in 2019. Similarly, a larger downward shift of about



46% was noted in terms of outbound roaming revenue, from Rs 147 million in 2016
to Rs 80 million in 2019. The general pattern across the period analysed reveals
that inbound roaming revenue exceeds by far outbound roaming revenue. While
this may mean that inbound roaming revenue is of major importance to the mobile
network operators, small countries like Mauritius which have a high dependency
on the tourism industry, derive a significant percentage of revenue generated from
international roaming.

HOW MOBILE ROAMING WORKS?

30.

31.

32.

When making domestic calls, the MNOs transmit information from one subscriber
to another subscriber via the access, transport and core network. On roaming, the
same network is used except that the receiving MNO is in a foreign country and
access to the receiving subscriber is enabled through access to a visited network.
This requires a little extra functionality other than the signalling between the visited
and home network.

When a mobile user is abroad and turns its mobile device on, the mobile device
attempts to communicate with a visited mobile network. The visited network picks
up the connection from the user’s mobile, recognises whether it is registered with
its system, and attempts to identify the user's home network. If there is a roaming
agreement between the home network and one of the mobile networks in the visited
country, the call is routed by the visited network towards an international transit
network. The international transit network carrier is responsible for the call delivery to
the destination network. Once this is done, the destination network will connect the
call. Figure 53 illustrates how international roaming works in relation to a phone call.

The visited network also requests service information from the home network about
the user and creates a temporary subscriber record for the authorised device. The
home network updates its subscriber record on where the device is located so if a
call is made to the phone, it can be appropriately routed.

Figure 52: International Roaming Routing
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International
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Source: GSMA, 2012

1 See Information Paper on Overview of International Mobile Roaming, 25 June 2012.

33.

34.

The structure of the mobile roaming services is split into two markets: the wholesale
roaming market, and the retail roaming market. The MNOs are mostly vertically
integrated and operate at both levels of the value chain.

Wholesale roaming services are those services a mobile operator of a given country
(“visited network operator”) offers to a mobile operator licensed in another country
(“home network operator”), enabling the subscribers of the latter to use the network
of the former. Wholesale roaming services include the provision of access to the
visited network, and the provision of speech, data, fax, and SMS to the roaming
subscriber. In the wholesale roaming services market, the MNOs operate by building a
radio access physical infrastructure network across all the regions in the country (see
figure above). This will enable connection across subscribers and network operators
through (i) the access network, (i) the transport network and (iii) the core network.
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Figure 53: Commercial links for international roaming
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35.

36.

37.

The retail roaming services market includes the services a home mobile operator
(such as Mauritius Telecom, Emtel or MTML) offers its subscribers, allowing them to
use their subscription in other countries, by using the network of mobile operators
licensed in those countries. To ensure the best possible service to their customers,
home network operators tend to maximise coverage by concluding international
roaming agreements with (i) operators in a maximum number of countries and (i) all
mobile operators in a given country market where the mobile telephone services are
sold to individuals and corporates. Usually, the retail market for final costing to the
subscribers will be at a level above the wholesale price for carrying the call.

The commercial and technical details for international mobile roaming are further
illustrated in the figure above.

The mobile user (Mobile User A) has an international roaming service with their home
operator (Home Operator) and is automatically connected to a visited network (Visited

38.

39.

40.

Operator A) while roaming. Mobile User A is automatically granted access to Visited
Operator A's network when arriving in the visited country by an exchange of data
between Home Operator and Visited Operator A, where Visited Operator A confirms
Mobile User A is a roaming customer with Home Operator. As such, the wholesale
roaming agreement between Visited Operator A and Home Operator specifies how
this data is to be provided to the visited operator.

Home Operator usually has wholesale roaming agreements with more than one
operator in the same visited country, which in this case is Visited Operator A and a
second network, Visited Operator B. As a result, Mobile User A can call home using
either visited operator networks, both of which use international transit services to
carry the call back to Mobile User A's home country. Mobile User A pays a retail
price to Home Operator for the roaming service and does not pay Visited Operator
A. Provided Mobile User B is not also roaming, they will not incur any extra charges
to receive a call from, or to make calls to Mobile User A. Visited Operator A sends
transferred account procedure (TAP) files to a clearing house which forwards them to
the Home Operator. TAP files are used for billing of calls while roaming.

Home Operator can then pay Visited Operator A the wholesale charges as per
call volumes in the TAP file and rates in the wholesale roaming agreement. Visited
Operator A pays an international carrier (International Carrier) for carrying the call and
handing over the call to Home Operator. International Carrier pays Home Operator a
termination rate for terminating the call in the home country.

There are several cost components associated with conveying a call internationally
from aroaming customer. As can be observed from the above section that international
roaming requires services of local and international telecommunication operators. In
relation to those services, the charges can be categorised into:

40.1 Wholesale roaming charges, for the services offered by:

40.1.1 the network operators in the visited countries, which is set out under
the respective bilateral agreements between the local MNOs and visiting
countries’ networks.



4.

42.

43.

44,

40.1.2 international carrier charges.

40.2  Retail roaming charges, which the users of international roaming pay to their
respective MNOs. The retail roaming charges include the wholesale roaming
charges and the MNOs own charges involved in the provision of the roaming
services. The cost components for the retail roaming charges are segregated

into voice and data roaming services.

It follows that in setting the retail roaming charges (the total charges imposed on
users of international roaming services), MNOs must factor in the wholesale roaming
charges and its own charges to cover for providing mobile roaming. The specific
costs for MNOs to provide roaming services essentially comprise of:

41.1 Extra software for billing and customer care, with the information technology
(IT) infrastructure such as extensions to data centres.

41.2  Staff costs of handling extra call volumes and of roaming business processes.

41.3  Network elements, both hardware and software, including additional capacity

for greater calling volume.

International roaming users do not see the various component of the roaming
charges but the total charges as the retail roaming charges, which are billed by their
home networks. It should be noted that the various charges are also subject to
taxation (VAT) in respective countries for the service offered which inflates the roaming

charges.

Among other technical specifications, international mobile roaming agreements set
Inter-Operator Tariffs (IOT), which are agreed bilaterally between the home and visited
network operators.

The 10T is the wholesale fee that the visited network operator charges to the home
network operators for allowing the roaming customer to make calls or use data
services. It is the cost charged by the visited network to cover the costs of roaming
overheads, origination, carriage, and termination. The actual level of an IOT chargeable
for an individual call may vary by factors including time of day, call destination, total

bilateral volumes of roaming traffic.

45. The various costs associated with mobile roaming can be classified into broad
categories as shown below.

451 Call origination

45.1.1 This cost is a notional internal cost that a network incurs for initiating and
carrying the call. When he initiates the call, he is first connected to the

visited network.

45.2  Signalling costs

45.2.1 This cost relates to the exchange of roaming related signalling traffic
between the home network and the visited networks. This is made

through an international carrier.

45.3  Overheads

45.3.1 Overheads are the fixed and variable operating costs associated with
making a call on roaming. They include accounting, payments, revenue
assurance and fraud prevention, SIM detection among others. Fixed
costs include staff costs for negotiating agreements, establishing and
testing roaming connections and purchasing software and systems to

manage the technical and operational side of roaming.

45.4  TAP files processing costs

45.41 TAP is the process that allows a visited network operator to send
billing records of roaming subscribers to their respective home network
operator. When the mobile subscriber travels to another country and
creates usage in the foreign network, this information has to be passed
back to the subscriber’'s home network. The foreign network collects
information on the usage from its switches, etc., and then creates TAP

files containing the information set out in the standard.
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45.4.2 The files are then exported (on a regular basis, generally at least one file
per day) to the home operator, who will import them and then use the
information to invoice the subscriber. The foreign operator rates the calls
and then charges the subscribers home network for all the calls within a
file. The home operator can mark up or re-rate the calls in order to make
revenue.

45.5 Mobile termination rate

45.5.1 This charge is borne by the network from whom the call is initially
transmitted for use of the receiving network’s infrastructure to terminate
the call. This cost is incurred by the visited network and paid to the
roaming customer’s home network. It is often included in the carrier
charge and paid by the international carrier to the home network.

REGIONAL POLICY ON ROAMING

46.

47.

Having identified the different elements in the way roaming works and the associated
cost structure, the regional policy around roaming charges is being further assessed.
The issue of high roaming charges is being addressed at regional and continental
levels and there have been numerous initiatives across the African continent to regulate
roaming charges. It is important to highlight the regional initiatives of different Regional
Economic Communities (RECs) like the Southern African Development Community
(SADC), Common Market for Eastern and Southern Africa (COMESA), East African
Community (EAC) and Central African Economic and Monetary Community (CEMAC)
regarding this issue. The initiatives of the African Union (AU) at the continental level
and private initiative such as Smart Africa will also be considered in this chapter.

Mauritius is party to two RECs in Africa namely the SADC and COMESA and is also
signatory to the Tripartite Free Trade Agreement comprising of the SADC, COMESA
and the EAC and the African Continental Free Trade Area (AfCFTA). In view of evolving
towards a common market at the regional and ultimately continental level through
the African Union, the harmonisation and regulation of roaming becomes of upmost
importance in facilitating integration. It is also essential to work on the harmonisation

of legislations while considering important factors like transparency, cost, as well as
regulation of mark up. In view of the above, the initiatives taken have been highlighted
below.

AFRICAN UNION

48.

49.

The African Union launched in 2011, a pre-feasibility study, the ‘programme for the
establishment of affordable roaming rates in Africa” to develop a program to establish
affordable roaming rates in Africa. The aim of the study was to identify the important
barriers which limit the development of roaming in African countries and to find ways
to waive these barriers, thus allowing the AU to consider actions to address the issue
of high roaming rates in a practical way. The issues identified in the study were in

relation to:

48.1 Transparency; whereby a need to improve transparency and clarity of
consumer retail pricing for IMR was identified

48.2  Bill shock; a need for measures to minimize and mitigate against consumer
bill shock

48.3  Alternatives to roaming; the lack of substitutes for IMR services; and

48.4  Retail prices; pertaining to a desire to lower retail IMR tariffs for African

consumers.

To address the concerns arising from the pre-feasibility study and the issue of high
roaming rates in Africa, the AU discussed the issues with AU Member states and
representatives of the mobile industry in Nairobi in September 2013. Following the
meeting, the African Union came up with the African Union International Mobile
Roaming Guidelines:. The guidelines emphasise on the need to provide information
to customers of IMR and encourage national regulators to create a specific page on
their website to do so. The guidelines similarly address the issue of bill shock, the
need to regulate IMR prices and alternatives to roamingr.

6 African Union (AU) International Mobile Roaming Guidelines 2013 updated in June 2014

7 ibid
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In September 2016, the African Union Commission (AUC) launched the first Global
GSM Roaming Exchange (GRX) in Africa at the Kenya Internet Exchange Point to
address the issue of high roaming in Africa and it is an important step towards making
Africa more technologically competitive as operators who use the GRX facility benefit
from more attractive roaming offers and from lower roaming rates.

SOUTHERN AFRICAN DEVELOPMENT COMMUNITY (SADC)

51.

The SADC has been working on the ‘SADC Home and Away Roaming’ project since
2007. The aim of this project is to harmonise the regulation of roaming services and
charges between member states to address the issue of high roaming charges and to
facilitate socio-economic development. The SADC roaming policy strives to comply
with the following guiding principles:

511 ensuring that prices for roaming services are transparent, fair, and non-
discriminatory.

51.2  providing consumers with adequate information with regards to the provision
of roaming services in relation to retail prices and billing cycles;

51.3  ensuring that prices for all roaming services should not be less than underlying
costs;

51.4  ensuring that prices for regional roaming services should be cost based and
not be too excessive in comparison with prices charged for the same services
at national level;

51.5  prices charged and other obligations imposed on operators should not distort
the competitive conditions between mobile operators within the region;

51.6  establishing any roaming network connection with the user’s consent; and

51.7  The quality-of-service parameters for roaming services should at least be

equivalent to those prescribed by the national regulatory authority of each
Member State.

52.

53.

51.8  ensuring that prices for roaming services are transparent, fair, and non-
discriminatory.

51.9  providing consumers with adequate information with regards to the provision
of roaming services in relation to retail prices and billing cycles;

51.10 ensuring that prices for all roaming services should not be less than underlying
costs;

51.11  ensuring that prices for regional roaming services should be cost based and
not be too excessive in comparison with prices charged for the same services
at national level;

51.12 prices charged and other obligations imposed on operators should not distort
the competitive conditions between mobile operators within the region;

51.13 establishing any roaming network connection with the user’s consent; and

51.14 The quality-of-service parameters for roaming services should at least be

equivalent to those prescribed by the NRA of each Member State.

The SADC Home and Away Roaming project are to be implemented in three phases
as follows:

52.1 Phase 1: Transparency to Roaming Tariff and Increase in Roaming Footprint

and Transparency.

52.2  Phase 2: Wholesale and Retail Price Cap Regulation, and Three Route
Approach.
52.3  Phase 3: Cost-based roaming price regulations.

Mauritius is part of the SADC Roaming project. At this stage, Mauritius, together with
nine other SADC member states: have only implemented the first two phases of the
project. However, as at now, Mauritius, through the ICTA, has not yet applied the
wholesale and retail price cap regulation as required by Phase Il of the SADC roaming
project.

8 Botswana, Eswatini, Malawi, Mozambique, Namibia, South Africa, Tanzania, Zambia, and Zimbabwe.
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COMMON MARKET FOR EASTERN AND SOUTHERN AFRICA (COMESA)

54.

55.

The COMESA has, since 2017, undertaken several attempts to initiate actions for the
elimination of roaming charges within COMESA member states. COMESA members
also met in October 2017 to discuss the elimination of roaming charges and draft the
related regulations to address the issue of high roaming charges.

This initiative was however abandoned, and the COMESA decided to create a
telecommunication company for the COMESA region (COMTEL). The aim of the
project was to make communication and information services easier and more
accessible in the region. This project was also not pursued, showing the potential
challenges that such harmonisation of roaming costs and charges can entail.

EAST AFRICAN COMMUNITY (EAC)

56.

57.

The EAC is a regional intergovernmental organisation of 7 Partner States. In 2014,
the members implemented a joint initiative known as the One Network Area (ONA).
The ONA roaming initiative aims to promote regional integration by bringing down
the high costs of mobile roaming. ONA is based on a set of regulatory interventions,
specifically:

56.1 Eliminating charges for receiving voice calls while roaming in Kenya, Rwanda,

South Sudan, and Uganda if the call originates in one of these countries.

56.2 A waiver of excise taxes and surcharges on incoming ONA voice traffic while
establishing wholesale and retail price caps on outbound ONA traffic.
56.3  Requiring MNOs to re-negotiate with their roaming partners to reduce

wholesale tariffs.

The ONA initiative has proven to be such a success that regulators and MNOs have
begun to cooperate effectively and there has been a reduction in roaming tariffs for
the benefit of end-consumers. There has also been the implementation of a capping
of retall prices.

9 https.//www.itu.int/dms_pub/itu-d/opb/prel/D-PREF-EF.ONA-2016-PDF-E. pdf

CENTRAL AFRICAN ECONOMIC AND MONETARY COMMUNITY (CEMAC)

58.

59.

60.

The CEMAC constitutes of six member states namely Cameroon, the Central African
Republic, Chad, Equatorial Guinea, Gabon, and the Republic of the Congo. The
countries within the CEMAC have recognised the issue of high roaming charges within
African and the need to make telecommunication more accessible for businesses
and trade. Years of technical work and advocacy on mobile roaming in Central Africa
in collaboration with the International Telecommunications Union (ITU) have been
undertaken. Subsequently, a draft community regulation which aims at regulating
roaming tariffs within members of the CEMAC was drafted and hence a one network
zone within the CEMAC area was established.

In November 2021, member states of the CEMAC signed a bilateral agreement which
has the effect of removing roaming surcharges in countries which are members of the
CEMAC. This comes in line with the vision of the CEMAC of creating a one network
zone within the community. This project aims at harmonising the tariff schedules for
calls, SMS, and mobile data services and at the same time supporting borderless
communication and regional integration.

Despite not being a member of the CEMAC, the successful initiative of the CEMAC
of coming up with draft regulations and a one network zone shows that regionally,
progress is being made to tackle the high roaming charges and aiming to harmonise
costs.

SMART AFRICA

61.

Smart Africa is a bold and innovative commitment from African Heads of State and
Government to accelerate sustainable socio-economic development on the continent,
bringing Africa into a knowledge economy through affordable access to broadband
and usage of Information and Communications Technologies». Smart Africa launched
the ‘One Africa Network’ (OAN) project, which advocates free movement of people,
goods, ideas, and services across the continent while boosting trade and fostering
intracontinental growth. The project aims to reduce roaming charges among its 30

10 https.//smartafrica.org/
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63.

64.

65.

participating African countries which represent more than 700 million people. This
will be enabled through affordable voice and data roaming rates and cross-border
mobile payments. To make the One Africa Network project a success, Smart Africa is
working in close collaboration with regulators, MNOs, regional economic communities
and ICT ministries of all the member states of Africa.

Belgacom International Carrier Services (BICS), which is a global leading neutral
carrier, and communications enabler having a network which spans more than
180 countries, connecting more than 5 billion mobile subscribers has joined the
Smart Africa Alliance and is supporting the OAN. Given that BICS already carries
a considerable proportion of messages, mobile data connectivity and voice within
Africa, it will support Smart Africa in its mission to reduce roaming charges within the
continent through its ‘free- roaming’ solutions. This will help local mobile operators to
launch the OAN initiative affordably and within a short span of time

The above initiatives of RECs in Africa such as the SADC, CEMAC, EAC, COMESA
as well as private initiatives such as Smart Africa demonstrate that there is an
acknowledgement that the roaming charges in African countries are high, and it
is an issue that needs to be addressed. The SADC produced the SADC Roaming
regulations to address the issue which was inspired by the European Union’s Roam
Like at home regulations (RLAH).

The CEMAC has similarly demonstrated willingness to eliminate roaming surcharges
and has taken actions to address the issue as have the EAC, the African Union and
the Smart Africa.

For Mauritius, it is mainly the SADC Roaming project that must be implemented in
terms of price caps and cost-based roaming price regulations. However, regional
initiatives and regulations relative to roaming costs and charges are likely to have an
impact on Mauritius.

REGULATORY AND LEGISLATIVE FRAMEWORK

66.

67.

68.

69.

70.

71.

This section provides an overview of the regulatory and legislative framework
governing the telecommunications industry in Mauritius.

The telecommunication industry in Mauritius is governed by the Information and
Communication Technologies Act 2001 ("ICT Act 2001”). The ICT Act 2001 caters
for the regulation of the broader information and communication technologies sector,
including the telecommunications industry.

The ICT Act 2001 is enforced by the Information, Communication and Technology
Authority ("ICTA”), whichis the sector regulator. The ICTA is tasked with the execution of
key functions such as licensing, numbering, spectrum management, standardisation,
interconnection, pricing, universal service/access, structural separation, and type-
approval amongst others. The sector regulator has the responsibility of implementing
government policy related to the telecommunications sector.

In so far as the broader policy purview is concerned, it is the Ministry of Information
Technology, Communication, and Innovation which is responsible for the crafting of
the regulatory framework and related policy directives.

As per Section 24 of the ICT Act 2001, a person must hold a licence from the sector
regulator to operate an information and communication network or service including
telecommunication network or service. The license which is issued to the MNOs in
accordance with the applicable licensing regime is the PLMN Licence, as mentioned
before.

In addition to the physical infrastructure, there is the need for proper allocation of
spectrum and numbering for MNOs to provide mobile telephony services. In this
regard, Section 18 (1)(g) of the ICT Act 2001 empowers the ICTA “to determine the
numbering system to be used for every information and communication services
including telecommunication service, and manage, review, and, where appropriate,
reorganize the numbering system.”

103



104

72.

73.

74,

75.

76.

The ICTA also have purview on interconnection agreements for access to respective
networks between operators. Section 28 of the ICT Act 2001 empowers the ICTA to
have an oversight on interconnection aspects with the aim of ensuring fair, efficient,
and a competitive telecommunications market. It must be noted that there are
no specific legislations pertaining to international roaming services in the enabling

legislation for the telecommmunications sector, i.e., the ICT Act 2001.

Pursuant to Section 31 of the ICT Act 2001, the sector regulator must provide for a
framework for tariff regulation and stands guided by a tariff policy, which is continuously
re-assessed in order to secure the best possible outcomes for all stakeholders. This
is done through the regular issuance and revision of telecom directives.

Section 31 of the ICT Act 2001 additionally provides that PMLN licence holders are
required to have the approval of the ICTA before imposing a tariff for any information
and communication service they want to supply and for every alteration to existing
approved tariffs. The section also provides additional protection to customers by
empowering the authority, when it is provided with a tariff to approve, to ask additional
information it considers necessary to public operators who have significant market
power.

The legislative framework puts an obligation on local MNOs to the Universal Service
Fund. As per the Information and Communication Technologies (Universal Service
Fund) Regulations 2008, public operators must make an annual contribution payable
in monthly instalments and each instalment shall consist of: () 5 per cent of the
gross revenue which the public operator generates from the provision of international
roaming service for that month and (i) 0.025 US dollar on every minute of international
calls which the public operator terminates in Mauritius in that month.

The ICTA also has purview on regulating competition in the sector to create a
level playing field for all operators in the interest of consumers in general. Section
30A of the ICTA Act provides that the ICTA may impose such conditions as it may
consider appropriate where a public operator has significant market power. It is to be

highlighted that the ICTA is yet to issue guidelines on enforcing this provision.

7.

78.

79.

80.

81.

On its part, the Competition Commission has a broader mandate of regulating
competition in terms of abuse of monopoly situation, anti-competitive mergers, and
collusive agreement. To ensure collaboration and sharing of expertise on matters of
mutual interests between the two institutions, the two institutions have entered into a
Memorandum of Understanding.

At regional level, the SADC Home and Away Project provide for a harmonised policy
framework. Under this framework, the SADC Roaming Regulations 2015 provide
a regulatory response to the issue high roaming charges in the region. While the
jurisdiction of the ICTA is limited to services offered by MNOs operating from Mauritius,
the SADC regulations provides for a cross-jurisdictional framework for the MNOs in
SADC member countries.

The SADC Roaming Regulations 2015 effectively addresses the issue of ‘bill shock’ by
requiring for more transparency in terms of roaming charges and customer protection
under Section 5 to 7. The regulations bind member states, including Mauritius, to
provide basic and more advanced information (when required) relating to the retail
charges for roaming calls, data, and SMS Messages free of charge. The regulations
impose a duty on member states to ensure that customers are informed through text
messages, email, or other means of the services available and the prices of those
services as soon as they enter a visited member state so that they become aware of
the financial consequences of using roaming calls, data, and SMS Messages and this
allow them to monitor and control their expenditure.

It should be noted that the regulations introduced through Sections 12 and 13 impose
price ceilings for both retail and wholesale charges that should not be exceeded by
the MNOs. At the same time, the regulations permit MNOs to set ‘peak’ and ‘off-
peak’ charges when applying wholesale charges. There is a duty on member states
to ensure that retail and wholesale charges are approved by the national regulators
before being imposed on customers and these provisions aim at ensuring that MNOs
are complying with the regulations and protecting customers of mobile roaming.

Similarly, the regulations encourage member states to actively participate in
establishing the cost based roaming charges. The member states should work in
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collaboration with the MNOs to ensure that the cost of roaming charges and tariffs
are properly determined after considering the relevant cost elements laid down under
Section 9 of the regulation.

Therefore, in line of the above, Mauritius has to a certain extent a well-established
regulatory framework for MNOs but compliance with the SADC regulations and
harmonisation of domestic laws accordingly would ensure that Mauritius remains
competitive, and the high cost of roaming do not cause a barrier for trade and
business, especially in Africa.

GENERAL STATE OF COMPETITION IN THE SECTOR

83.

The previous sections provided an overview of the mobile services sector in Mauritius
in terms of key market players and the governing regulatory framework. Against this
background, this section discusses the state of the competition in the Mauritian
mobile network services market in terms of market structure and barriers to entry.

THE MARKET STRUCTURE

84.

85.

The mobile telephony market in Mauritius is concentrated with only three MNOs
namely, Cellplus, Emtel and MTML. As shown in Figure 54 below, Cellplus and Emtel
respectively hold 50% and 43% of the market mobile subscription in 2020. MTML
had only 7% mobile subscriptions in that year. This meant that the three MNOs
collectively held 100% of the overall market. The degree of concentration in terms of
the Herfindahl-Hirschman Index » (HHI) was 3,455 in 2020, which is well above the
2,500-mark considered by authorities to indicate a highly concentrated market in
terms of number of subscribers.

The high degree of concentration in the local mobile telecommunications market
can also be reflected in terms of revenue generated by the three operators. Table 28
provides revenue figures for those operators over the period 2015-2020.

11 See FIC's website; Markets with an HHI of between 1,500 and 2,500 are considered to be moderately concentrated and those in excess of 2,500 are consid-
ered to be highly concentrated. Available at: https.//www.justice.gov/atr/herfindahl-hirschman-index

Figure 54: Market share of MNOs in terms of mobile subscription, 2020

Cellplus
Emtel
MTML
Source: Annual reports
Table 28: Turnover of MNOs in Mauritius (Rs million)
MNOs 2016 2017 2018 2019 {0200)
Cellplus 3,701 3,794 3,942 4,106 3,680
Emtel 2,557 2,740 3,005 3,238 3,091
MTML 521 496 468 448 462

Source: Information gathered from registrar of companies and Annual Reports

86. As observed in the above figure, Cellplus is the clear leader in the mobile services

market. Its revenue rose from Rs 3,701 million in 2016 to Rs 3,794 million in 2017
before experiencing continuous decline. Cellplus’ decline in revenue is mirrored by
Emtel's gradual increase from Rs 2,740 million in 2017 to Rs 3,091 million in 2020.
Nevertheless, Cellplus appears to be extracting more revenue on average than its
competitors.
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87. Table 29 illustrates the evolution of their indicative market shares for the three MNOs
over the period 2016-2020, with particular emphasis on the concentration ratio in
terms of HHI.

Table 29: Evolution of market shares of MNOs & concentration ratio

Year 2016 2017 2018 2019 2020
Market shares of MNOs (%)
Cellplus 54.6 54.0 53.2 52.7 50.9
Emtel 37.7 39.0 40.5 41.6 42.7
MTML 7.7 7.1 6.3 5.7 6.4
Concentration ratio
Herfindhal-Hirschman 4,462 4,487 4,510 4,540 4,455
Index (HHI)

88. With an HHI of above than 4,400 over the period, the market for mobile telephony
falls in the highly concentrated category. In fact, a closer examination shows higher
concentration levels in terms of revenue levels than mobile subscriptions levels in
Mauritius and is likely to be more significant.

89. The high degree of concentration can also be reflected in terms of their financials
when looking at the profit margins generated by the operators. To have a better
understanding of the financial position of the three MNOs, the following table captures
their respective asset positions, gross profit margins and net profit margins.

Table 30: Financial indicators of MNOs (2016 - 2020)

MNOs | Indicators 2016 2017 2018 2019 2020
Cellplus | Assets (Rs M) 3,700 4,117 4,309 570 6,041
Gross profit margin (%) | 59% 57% 55% 60% 53%
Net profit margin (%) 16% 12% 17% 14% 3%
Emtel Assets (Rs M) 3,124 2,946 3,288 4,570 5,487
Gross profit margin (%) | 48% 44% 49% 49% 48%
Net profit margin (%) 11% 9% 14% 15% 18%
MTML | Assets (Rs M) 950 961 834 869 867
Gross profit margin (%) | 72% 72% 73% 74% 74%
Net profit margin (%) 4% 4% 4% 4% 4%

Source: Calculated from information gathered from registrar of companies

90. Asobserved in Table 29, by any standard, the profit margins of the three MNOs which
stayed well above the average of 40% are high and considerable. Cellplus’ consistent
profitability ratios over the five-year period are suggestive of a stable financial health.
Over the five years, its gross profit margin declined gradually from 59% in 2016 to
55% in 2018 before registering its highest increase at 60% in 2019. Comparably,
Emtel’s highest gross profit margin stood at 49% in two consecutive years, 2018 and
2019, before it declined only marginally the following year. Given that Cellplus and
Emtel’s market shares have stayed relatively constant over the five years and coupled
with the presence of barriers to entry (which are elaborated in the next sub-section),
some indication of dominance on the part of the incumbents is established.

91. Given the high level of investment required in the network infrastructure to provide
quality mobile services, asset value is another important element which demonstrates
the market position of the different MNOs. Both Cellplus and Emtel have invested in
their asset on the market. Cellplus and Emtel increased their assets by 63% and 76%
from Rs 3.7 billion to Rs 6.0 billion and Rs 3.1 billion to Rs 5.5 billion between 2016
and 2020 respectively. The leading positions of the two MNOs is further confirmed
in terms of the use of the latest technology types of telecommunication network
provided.

92. Having established the MNOs’ market shares in terms of their total revenues, it may
be useful to evaluate the MNOs’ market positions in terms of their total revenues
generated from mobile roaming services. Taking into account that 2020 was an
exceptional year due to the Covid-19 pandemic, the roaming revenue averaged to
around Rs 583 million between 2016 and 2020. The following table illustrates the
evolution of their market shares, which are reported in terms of range, between 2016
and 2020.

Table 31: Market share in terms of roaming revenues (2016 - 2020)

Operators 2016 2017 2018 2019 2020

Cellplus 45-55% 25-35% 35-45% 55-65% 25-35%
Emtel 25-35% 45-55% 35-45% 35-45% 55-65%
MTML 5-15% 15-25% 15-25% 5-15% 15-25%

Source: Adapted from ICTA figures
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Table 30 shows that Cellplus’ roaming revenue market share is markedly higher than
Emtel and MTML in different years such as 2016 and 2019. In the remaining years,
2017 and 2020, the higher market share is more in favour of Emtel than Cellplus and
MTML. This reflects on average that Cellplus and Emtel are more likely to compete
against each other. In contrast, MTML is less likely to extract less roaming revenue
than the other two.

BARRIERS TO ENTRY AND EXPANSION

94.

95.

96.

As established, competition in mobile telecommunications market in Mauritius is
limited among the three MNOs. When assessing whether effective competition exists
in such a market, it is also important to examine the potential for the development of
competition in the market including barriers to entry. The prevailing high concentration
level combined with a mobile penetration exceeding 150% are preliminary structural
factors to suggest limited expansion of existing players as well as new entry on the
market. Other than that, factors such as market size, high capital investment required,
accessibility to spectrum, absence of mobile phone portability, regulatory limitations
and network effects characterise the extent of barriers to entry in the industry. These
are discussed below.

Market size. Given the small size of the market for a population of around 1.3 million
and the very high mobile penetration rate, the mobile market has already attained
saturation. It is very difficult for new entrants to achieve a minimum efficient scale.

Investment in infrastructure. The market structure in the Mauritian telecom market
is closely related to the dynamics concerning investments in and access to
infrastructure by MNOs. Thus, new entrants into the telecommunications industry
may face structural impediments such as the cost of infrastructure to be able to
compete in the market. Investment in network building for a new entrant requires
significant capital expenditure. MNOs in the Mauritian mobile services market has
achieved significant infrastructure development which might be difficult for new
entrants to match. Moreover, three MNOs over the years serves a certain customer

97.

98.

99.

100.

base, it becomes even more challenging for the new entrants to replicate the same
service at similar or better-quality level.

Absence of number portability. Mobile number portability facilitates switching
behaviour by allowing customers to retain their mobile number when switching to a
different provider. As of now, this portability feature is still at the discussion level of
the authorities and has not yet been materialised. The absence of MNP can be said
to impede customers from making more informed decisions and switching. This can
act as a potential barrier to entry as new players.

Access to spectrum. Another significant barrier to entry is spectrum limitations. Radio
frequency spectrum refers to wireless frequency network used as a transmission
medium for electronic communications. Spectrum allocation, largely determined by
ICTA, is limited and could thus refrains the entry of new market players.

Regulatory impediments. MNOs of wireless communication services are required
to be licensed by the ICTA the regulator and with the PLMN Licence. It has to be
highlighted that the current regulatory framework does not provide for Mobile Virtual
Network Operators (MVNOQOSs) to offer services. In addition, the lack of facilities such
as leasing regulations can certainly create an issue. However, there is possibility of
opening network access to MVNOs. These are companies that do not own a mobile
spectrum license but sell mobile services under its brand name using the network
of a licensed mobile operator. Therefore, access at the services layer via MVNOs, a
project still in the pipeline, may increase competition.

Network effects. As previously highlighted, two out the three MNOs (Mauritius Telecom
and Emtel) are vertically integrated companies and exert some form of power in the
market. Using their established network to provide a range of services, they have
already created network effects which may potentially discourage new entrants from
joining the market.
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101. In general, higher number of players in a market and lower concentration tend to
indicate conducive conditions of competition. For Mauritius, the current structure
and prevailing conditions of the market clearly indicate that it may appear difficult
for an existing MNO to expand or a new MNO to enter the market. Such a situation
reinforces the market power of the incumbents rather than promoting competition.
While it can be challenging to address the market size issue, there are various possible
ways that above mentioned issue could be addressed. For example, moving towards
mobile phone portability and opening of markets towards the MVNOs may help in the
expansion of market as well as the promotion of competition.

ANALYSIS OF ROAMING CHARGES

102. This section provides an assessment of international roaming charges for Mauritian
subscribers. The assessment is based on the comparative analysis of the roaming
charges for voice, SMS, and data at continental level and within two regional blocs,
namely SADC and COMESA. A further comparative analysis is undertaken across 5
selected African trading partners of Mauritius.

1083. For the comparative analysis, data on the 54 African countries was obtained from
Tarifica. It is to be noted that complete data was available for only 42 countries. For
the remaining 12 countries, data was either incomplete or unavailable. As such, the
average computed figures on the various roaming services used in the analysis are

mostly based on complete information for 42 countries.

104. The roaming rates provided by Tarifica have been converted from the respective
national currencies to US dollar for the comparative purposes at continental and

regional levels.

105. The comparative analysis of roaming charges across the 5 selected African countries
is based on data from Tarifica and complemented with available information from
local MNOs through ICTA, the sector regulator. The roaming rates are converted to

local currency, Mauritian rupee (Rs), for comparison from Mauritius’ perspective.

ROAMING TARIFFS AT CONTINENTAL & REGIONAL LEVELS

106. This section provides an assessment of local MNOs’ charges compared to the
African counterparts at regional and continental levels. The objective of this exercise
is to determine Mauritius’ positioning in the African region in terms of roaming rates.

107. The average roaming rate has been computed for the three categories: voice, SMS,
and data.

VOICE ROAMING CHARGES

108. The results for the voice roaming charges at the African continental level are
summarised in Table 32 below. Detailed results for the 42 African countries’ roaming
tariffs are presented in Annex 1.

Table 32: Voice roaming tariffs at continental level
Call within
roaming country

Voice roaming tariffs Call to home Incoming call

(USD/min)
African Continental

country

Average 2.30 1.07 0.33
Minimum 0.13 0.10 0.05
Maximum 7.85 4.44 1.21
Mauritius’ Average 1.38 0.71 0.34

109. It can be observed that rates for Mauritius are lower than the African continental
mean. It costs a Mauritian subscriber an average charge of USD 1.38 per minute to
make a call back home when roaming across the African continent. Comparatively,
the average roaming charge per minute for countries across the continent to call
back home is estimated at USD 2.30, implying that Mauritius’ rates are on average
1.7 times lower than the continental average. As regards calling within roaming
country, the average rate per minute for the Mauritian subscriber is USD 0.71 which
is lower than the continental average of USD 1.07 per minute. A similar comparison
in relation to receiving call rates on roaming shows Mauritian subscribers are incurring
an average of USD 0.34 per minute which is marginally higher than the average
continental rate of USD 0.33 per minute.



110.

The mean roaming rates for Mauritius, despite being lower than the average
continental rates, are still higher than for some countries such as Malawi, Gabon,
South Africa, etc. The reasons for the lower tariffs could be attributed to network
infrastructural development, sound regulatory framework, and the presence of large
operators. For instance, in South Africa there is the presence of larger multi-country
operators such as Airtel, MTN and Vodacom which find themselves at an advantage

that Mauritius’ rates are lower on average by 1.6 and 1.5 times compared to SADC
and COMESA, respectively. For calls back to home country, rates are cheaper within
the COMESA than the SADC region. As regards calls within the roaming country,
the average rates per minute are USD 0.84 and USD 1.15 for SADC and COMESA
respectively. It can be derived that Mauritius’ rates are 1.2 and 1.6 times lower than
the regional averages.

when negotiating rates through bilateral agreements.» Countries such as Gabon or

114. With respect to receiving calls, the average charge per minute stands at USD
0.57 and USD 0.55 for SADC and COMESA, respectively. The Mauritius’ rates are

comparatively lower by 1.7 times and 1.6 times for SADC and COMESA.

Malawi, which are still in process of economic development stage, can offer lower
rates, possibly due to the regional initiative of One Network Africa (ONA).

111. The results for the voice roaming charges at the levels of SADC and COMESA are

115. Despite that Mauritius’ average rates fall on the lower quartile, there are certain

summarised below in Table 33. Detailed figures are available in annexes 2 and 3.
countries offering more competitive rates such as Angola, Zimbabwe, Eswatini or
Table 33: Voice roaming charges at regional levels

SADC
Call to
home

Malawi. However, it is important to pay attention as such simple averages tend to
COMESA

Call to
home

Voice roaming
charges (USD/
min)

obscure the wide degree of variation which may exist between mobile operators.
Call

within

Call
within

Incoming Incoming

call call

SMS ROAMING CHARGES

country roaming country

roaming

country country 116. Mauritius’ position in terms of SMS roaming charges at both continental and regional
Regional levels is provided in Table 34 below.
Average 2.25 0.84 0.57 2.01 1.15 0.55
Minimum 013 01 0.09 013 01 0.09 Table 34: SMS roaming charges at continental & regional levels
Maximum 785 152 105 573 444 115 SMS roaming charges Continental Regional
Mauritius’ 1.38 0.71 0.34 1.38 0.71 0.34 (USbreine) SADC COMESA
Average Continental/Regional
Average 0.56 0.32 0.32
112. The same method, as applied at the African continental level, is adopted here to make | Minimum 0.09 0.05 0.05
comparison of roaming rates at the two blocs’ levels. Results in terms of regional | Maximum 1.16 1.11 1.21
comparison follow narrowly with those drawn at the continental level; the average | Mauritius' Average 0.58 0.58 0.58

roaming rates for Mauritius are lower than the mean regional rates.

113. The average roaming charge per minute for countries to call back home in the SADC
and COMESA regions are USD 2.25 and USD 2.01, respectively. The result indicates

12 Nsomba, (2021). The regulation of i
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117. As can be observed, it costs the Mauritian subscriber an average charge of USD
0.58 to make use of SMS services when roaming across Africa. The average roaming
charge for SMS services at the continental level is relatively lower at USD 0.56,
implying that Mauritius’ rates are in excess by about 4%. However, when compared
to the regional rates, the rates for Mauritius appear to be even significantly higher by
about 81% as the average roaming rate is USD 0.32 across SADC and COMESA.

DATA ROAMING CHARGES

118. Table 35 provides comparative rates for data roaming at continental and regional
levels.

Table 35: Data roaming charges at continental & regional levels

Data roaming charges Continental Regional

(USD/MB) SADC COMESA
Continental/Regional

Average 15.54 9.72 7.95
Minimum 0.005 0.08 0.04
Maximum 208.083 66.29 4017
Mauritius' average 7.3 7.3 7.3

119. As observed, it costs the Mauritian subscriber an average charge of USD 7.3 per
megabyte on roaming.

120. The rates for voice, SMS and data are found to be lower than the continental or
regional average rates. At the same time, however, roaming charges on Mauritian
mobile subscribers are not the lowest in the continent. In the most extreme case,
it costs a Bissau-Guinean subscriber about USD 208 per megabyte to use data
services when roaming in Africa. Mauritius, despite being the one of the most
advanced countries in terms of mobile network infrastructure and penetration rates,
does not offer the best tariffs. The high roaming rates could potentially be explained
by highly concentrated structure of the Mauritian telephony market and the fact that

local MNOs benefit from traffic and revenue from inbound roaming. There appear to
be little incentive on the part of operators to compete aggressively on roaming retail
through negotiation on lower wholesale tariffs.

ROAMING TARIFFS ACROSS SELECTED AFRICAN COUNTRIES

121.

122.

123.

It has been gathered that despite roaming tariffs for Mauritian MNOs being lower than
the regional averages, the rates are higher in comparison to certain countries. To
assess whether roaming tariffs for Mauritius are indeed high or not, a benchmarking
exercise is carried out in relation to the different roaming segments. It is to be noted
that the conventional cost-based pricing analysis has not been done in view of the
complexity and technical expertise required to evaluate the costs and the limited
scope of this study.

For the voice segment, roaming calls’ rates are benchmarked against international
long-distance calling rates. As for SMS and data segments, their roaming charges
are compared against local rates. The comparison for roaming rates levied by MNOs
is made across five countries. These countries are the main trading partners of
Mauritius in Africa, namely: Egypt, Kenya, South Africa, Seychelles, and Madagascar.
For comparative purposes, the analysis is extended in the reverse direction (that is,
how much roaming charges do subscribers from these five countries incur when
travelling to Mauritius). This sheds light on whether the selected African countries
face the same concern as Mauritius.

The cost of roaming for Mauritian MNOs is assessed for voice, SMS, and data for
the following categories: (i) calling from visited countries (Egypt, Kenya, Madagascar,
Seychelles, and South Africa) to the home country (Mauritius); (i) calling within the
roaming visited countries); and receiving calls in visited countries.



VOICE CALLING SEGMENT

124. Roaming charges for making calls to home country (to and from Mauritius)

124.1

124.2

124.3

Roaming rates of local MNOs are considered when the Mauritian subscriber
using his home country SIM card visits either Egypt, Kenya, Madagascar,
Seychelles or South Africa. ,

The roaming rates charged by the three MNOs Emtel, MTML and Cellplus on
a Mauritian subscriber while roaming in the selected countries are reported in
Figure 55.

As observed in Figure 55, Emtel offers lower roaming charges for making calls
to Mauritius from Madagascar, Seychelles and South Africa at Rs 37 per min.
As for Cellplus, its rates are lower for Egypt and Kenya, at Rs 50 per min. On
average, MTML charges the highest roaming rates across the five countries.
The significant difference in roaming rates could potentially be attributed to the
size and market shares of the MNOs. Cellplus and Emtel, which attract the
majority of subscribers on their networks and have above 90% market share,
hold higher bargaining power in comparison to MTML.

Figure 55: Voice roaming rates by local MNOs (Rs/min) — Calls to home country
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0 Egypt Kenya Madagascar  Seychelles  South Africa

= MTML 75 75 115 75 115
= Emtel 52 52 37 37 37
= Cellplus 50 50 40 40 40

Source: Computed from information gathered from Tarifica and MNOs’ websites

124.4

The average cost of using the three MNOs for making calls to Mauritius
from these countries is computed and compared with the benchmarked
international long-distance calls’ rates, as shown in Table 36:

Table 36: Calls to home country — on roaming and international long-distance

Partner Call to Mauritius from selected Call from Mauritius to selected
Countries countries countries
Roaming | Interna- Price Roaming | Interna- Price
rate (Rs/ | tional difference | (Rs/min) tional difference
min) long-dis- | (times) long-dis- | (times)
tance rate tance calll
(Rs/min) (Rs/min)
Egypt 59.0 111 5.3 98.0 23.4 4.2
Kenya 59.0 9.1 6.5 65.8 11.4 5.8
Madagascar | 64.0 25.8 2.5 131.7 14.9 8.8
Seychelles | 50.7 29.5 1.7 26.7 22.4 1.2
South Africa | 64.0 8.5 7.5 54.2 15.0 3.6
Average 59.3 16.8 3.5 75.3 17.4 4.3
Source: Computed from information gathered from Tarifica and MNOs’ websites
124.5 On average, the roaming costs a Mauritian subscriber about Rs 59.3 to make
a one-minute call to the home country (Mauritius) from one of the selected
countries. In comparison to voice roaming, the international long-distance
calling rate averages to about Rs 16.8 per minute. Thus, the average roaming
rate is higher by 3.5 times than it’s the international long-distance calling rate.
124.6 We also assess roaming rates in the reverse direction as well, that is, to see how

much it would cost subscribers from the selected partner countries to make
calls from Mauritius to their individual home countries. It costs subscribers
from these countries an average of Rs 75.3 for a one-minute call on roaming.
As anticipated, the average international call rate is lower by about 4.3 times
than roaming with an average rate of Rs 17.4.
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Figure 56: Voice roaming rates by local MNOs (Rs/min) — Calls within selected

Figure 57: Voice roaming rates by local MNOs (Rs/min) — Receiving calls

countries
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0 Egypt Kenya Madagascar  Seychelles  South Africa
= MTML 28 28 50 28 50
= Emtel 29 29 17 17 17
= Cellplus 30 30 30 20 20

0 gypt enya Madagascar  Seychelles  South Africa
= MTML 20 20 40 20 40
= Emtel 24 24 14 14 14
= Cellplus 25 25 15 15 15

Source: Computed from information gathered from Tarifica and MNOs’ websites

124.7

124.8

An interesting point of observation is roaming rates tend to be higher than
international calling rates for all five countries. However, the gap between
roaming rate and international call rate is lowest for Seychelles. The small
difference could potentially be attributed to the fact that Seychelles is an
island destination for tourism. Lower roaming charges would be one among
the various factors to make the destination more attractive to tourists.

Mobile roaming calls have similar cost features as international long-distance
calls, save for roaming specific costs such as SIM identification, Transfer
Procedure Accounts (TAP) costs, etc. While such costs would imply that
roaming charges would be more than international long distance call costs,
it should not be disproportionately high. The comparative analysis indicates
that roaming rates are at least three times higher than international long-
distance call rates. As such, it can be inferred that roaming charges for voice
are likely to be exorbitant.

125. Roaming charges for making calls within the visited country

125.1

The roaming charges levied on Mauritian subscribers by the three local MNOs
while travelling in the selected countries are illustrated in Figure 56.

Source: Computed from information gathered from Tarifica and MNOs’ websites

125.2

1256.3

As can be observed, MTML levies the highest cost on its subscribers for
Madagascar, Seychelles, and South Africa. On average, Emtel provides lowest
roaming charges in Madagascar, Seychelles, and South Africa. Cellplus is
more expensive in Egypt and Kenya than MTML, revealing some form of

competition to one of the dominant MNQOs in Mauritius.

The average cost of using the three MNOs for calls within these countries
is provided and compared with the benchmarked domestic calls’ rates, as
shown in Table 36. Domestic rates were collected from the different websites
of targeted MNOs in the selected countries.



Table 37: Calls within visited country — on roaming and local Figure 58: SMS roaming charges by local MNOs (Rs/SMS)

Partner Call within visited countries Call within Mauritius

Countries Roaming | Domestic | Price Roaming | Domestic | Price 20
rate (Rs/ |rate (Rs/ | difference |rate (Rs/ |rate (Rs/ | difference 15
min) min) WES) min) min) (times)
Egypt 29.0 2.2 13.3 78.0 0.3 288.0 10
Kenya 29.0 2.2 13.3 15.0 1.0 14.5
Madagascar | 32.3 2.2 14.8 36.9 2.5 14.9 5
Seychelles 21.7 2.2 9.9 2.5 8.5 0.3
South Africa 29.0 2.2 13.3 36.9 7 22.0 0 Egypt Kenya Madagascar  Seychelles  South Africa
Average 28.2 2.2 12.9 33.9 2.8 12.1
Source: Computed from information gathered from Tarifica and MNOs’ websites = MTML 13 13 20 13 20
125.4 On average, it costs the Mauritian subscribers an average of Rs 28.2 for a = Emtel 14 14 14 14 14
one-minute roaming call within any of the five countries. Compared to the = Cellplus 15 15 10 10 10

domestic rate for calls in Mauritius which amounts to Rs 2.2 per minute. The  source: computed from information gathered from Tarifica and MNOs” websites

roaming call rates are almost 13 times the domestical call rates.
9 126.3 The average cost of using the three MNOs for receiving calls is provided and

125.5 Roaming rates in the reverse direction are also examined to see how much it compared with the benchmarked roaming rate in the opposite direction, as
costs subscribers from the selected countries to make calls within Mauritius. shown in Table 38.
Subscribers from the selected countries incur an average of Rs 33.8 foraone-  14p)e 38- Receiving calls — on roaming

minute call in Mauritius which is higher by almost 12 times when compared to S BN e tls s SRR L a e e g Rt = Y AR (o Re (IS e
the average domestic rate at about Rs 2.8 per minute. receiving a call abroad scriber receiving a between A & B
126. Roaming charges for receiving calls A Gl bl Ui () (times)

Egypt 23.0 Egypt 15.0 1.5
126.1  The roaming charges levied on the Mauritian subscribers by the three MNOs | Kenya 23.0 Kenya 26.8 0.9
while travelling in the selected countries are reported in Figure 58. Madagascar 230 Madagascar 14.4 16
Seychelles 16.3 Seychelles 3.8 4.4
126.2 As observed, on average Emtel offers the lowest rates on incoming calls inthe | South Africa 23.0 South Africa 16.0 1.4
selected countries. MTML is most expensive in countries such as Madagascar | Average 21.7 Average 15.2 1.4

and South Africa where its roaming rates are more than twice higher than Source: Computed from information gathered from Tarifica and MNOs’ websites

those of Emtel and Cellplus. But at the same time, MTML offers lower rates
than the other two rival MNOs in Egypt and Kenya.



Figure 59: SMS roaming charges by local MNOs (Rs/SMS) Figure 60: Data roaming charges by local MNOs (Rs/MB)
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Source: Computed from information gathered from Tarifica and MNOs' websites Source: Computed from information gathered from Tarifica and MNOs’ websites

126.4 It should be highlighted that Mauritius has adopted that Caller Pay Principle  128. As observed, Cellplus provides lower roaming charges on SMS in countries like
(CPP), whereby receivers do not pay to receive calls. The CPP is also very Madagascar, Seychelles, and South Africa at Rs 10 per SMS. MTML provides the

common in most jurisdictions. Regarding receiving call on roaming, it costs the lowest rates in Egypt and Kenya where Cellplus is the most expensive MNO.
Mauritian subscriber an average of Rs 21.7 from these five African countries.

For the foreign visitors from these 5 selected countries, it costs those them an ~ 129. The average cost of transmitting SMS on roaming is provided and compared with the
average of Rs 15.2 per minute to pick up a call in Mauritius. By any standard benchmarked domestic rate, as reported in Table 39.

the roaming costs for receiving calls are deemed to be high. Event when

Table 39: SMS - on roaming and domestic

compared to what subscribers form the 5 selected countries pay for receiving

Partner For Mauritius In selected countries
call in Mauiritius, the rates charged by the local MNOs are 1.4 times higher. CoUrTias Roaming | Local Price Roaming | Local Price
rate (Rs/ | SMSrate | difference |rate (Rs/ |SMS rate | difference
SMS SEGMENT SMs) (Rs/SMS) | (times) SMS) (Rs/SMS) | (times)
127. In relation to SMS, the roaming charges levied on the Mauritian subscribers by the | EQypt 14.0 0.6 24.6 8.5 0.3 31.2
three MNOs while travelling in the selected countries are reported in Figure 59. Kenya 14.0 0.6 24.6 121 1.0 1.6
Madagascar | 14.7 0.6 25.7 17.5 2.5 7.0
Seychelles 12.3 0.6 21.6 3.9 8.5 0.5
South Africa | 14.7 0.6 25.7 10.4 1.7 6.2
Average 13.9 0.6 24.4 10.5 2.8 3.7

Source: Computed from information gathered from Tarifica and MNOs’ websites



130.

131.

The average roaming rate for Mauritius is Rs 13.9 per SMS. When benchmarked
against domestic rate levied on SMS which is about Rs 0.6 per SMS, a pronounced
difference of about 24 times is noted. Therefore, the roaming rate on SMS is markedly
higher than domestic SMS rate.

Assessment in the opposite direction shows subscribers from the selected African
countries incur an average of Rs 10.5 per SMS on roaming. Subscribers from these
countries pay a local charge of Rs 2.8 per SMS. As expected, roaming charges on
SMS are more expensive in comparison to domestic rates by about 4 times.

DATA SEGMENT

132.

133.

134.

The data roaming charges levied on the Mauritian subscriber by the three MNOs
while travelling in the selected countries are reported in Figure 60.

As illustrated in Figure 60, Emtel is the most expensive operator and levies uniform
amount of Rs 400 per megabyte across the five countries. MTML provides the lowest
rate of Rs 200 per megabyte for 4 out of the 5 selected countries. Cellplus is lowest
only for the South Africa destination.

The average data roaming cost incurred by Mauritian subscribers in these visiting
countries is provided and compared to the benchmarked local data rate, as shown
in Table 40.

Table 40: Data — on roaming and domestic

Partner For Mauritius For selected countries
Countries Data Domestic | Price Data Domestic | Price
roaming datarate | difference | roaming datarate | difference
rate (Rs/ | (Rs/MB) WES) rate (Rs/ | (Rs/MB) (times)
MB) MB)
Egypt 283.3 18.3 15.5 212.4 0.0 9148.5
Kenya 283.3 18.3 15.5 517.5 0.1 9956.6
Madagascar | 350.0 18.3 19.1 536.2 0.1 74461
Seychelles 283.3 18.3 15.5 1.7 10.8 0.2
South Africa | 350.0 18.3 19.1 174.2 0.4 451.8
Average 310.0 18.3 16.9 288.4 2.3 126.9

Source: Computed from information gathered from Tarifica and MNOs’ websites

135.

136.

On average, Mauritian subscribers incur about Rs 310 per megabyte for mobile
roaming in the selected countries. Against the benchmarked domestic data prices
which are Rs 18.3 per megabyte, roaming data prices are higher by about 17 times.
Seychelles, which shares similarities in terms of population size and its nature of
being tourism-reliant like Mauritius, is able to provide competitive data roaming rates.
As a matter of fact, Seychelles has Airtel as a powerful mobile network operator
and benefits from the ONA. Again, this may be a reflection of the relative bargaining
positions of the MNO in that country.

As for the subscribers from selected countries, on average, they pay about Rs 288
per megabyte on roaming in Mauritius and Rs 2.3 on domestic rate, highlighting a
larger price difference of about 127 times. Roaming charges are quite expensive if
compared to local data charges.

OVERALL ASSESSMENT

137.

138.

139.

The above exercise has been carried out to determine Mauritius’ positioning in terms
of roaming charges at the African regional level. At both continental and the two
economic blocs’ (SADC and COMESA) levels, the roaming rates for Mauritius are
found to be lower than the regional average across the three segments. However,

rates offered by local MNOs in Mauritius are not the lowest in the region.

The assessment of roaming charges for voice and SMS reveals that Emtel and
Cellplus provide better rates than MTML. In the provision of roaming data services,
MTML does provide some sort of competition to the rival MNOs. It can also be noted
that the international roaming rates which have stayed almost constant for Cellplus
and Emtel provide some indication of the MNOs potentially being dominant in the
provision of roaming services.

To assess whether roaming rates are excessive or not, roaming tariffs are benchmarked
against equivalences to provide a more robust examination. Voice roaming charges
are benchmarked against international long-distance call rates and domestic call
rates. SMS and data roaming charges are benchmarked against local SMS rates

115



116

140.

141.

and local data rates respectively. The bottom line of the benchmarking exercise has
revealed roaming tariffs for Mauritius are high.

A similar inference is drawn for the partner countries in Africa that roaming costs may
be excessive. The gap between their voice roaming charges and international long-
distance call rates or domestic call rates are like Mauritius. Also, the tariffs charged for
their local SMS and data services are much lower than the roaming services.

High roaming tariffs may be explained by the high wholesale charges determined by
partner agreements and by the challenging economic environment in some African
countries to some extent. However, some countries are able to provide competitively
lower roaming tariffs. The prime reason why they can charge such lower tariffs to
their subscribers may be attributed to successful regional initiatives such as the One
Network Area by the East Africa. Even countries in the One Network zone of CEMAC
have been able to bring down roaming rates.

REGIONAL AND CONTINENTAL PRIORITIES TO ADDRESS THE
COMPETITION CONCERNS IN RELATION TO INTERNATIONAL
MOBILE ROAMING

142.

143.

144.

This section identifies the competition concerns in international roaming and sheds
light on the regional and continental priorities to address such concerns.

The comparative analysis undertaken in the above section and gathered through the
different jurisdiction across the ACF network demonstrates that roaming charges are
high in Africa. RECs like the SADC, COMESA, EAC, CEMAC have recognised this
issue.

While it can be argued that the high roaming charges may be due to the lack of
transparency of the |IOT, there are also other factors such as the structural aspects
of market characteristics and regulatory setting that may be contributing to the high
roaming charges.

145

146.

147.

148.

149.

. Since the mobile network licenses are accorded on a national basis, wholesale roaming

markets are typically national. Each country constitutes a distinct national market for
the provision of wholesale roaming services. The supply-side of wholesale roaming is
characterised by the oligopolistic interdependency between the leading players and
the lack of incentives to engage in a process of competitive IOT undercutting.

Moreover, oligopoalistic interdependence is not the sole possible reason for the price
rigidity that characterises wholesale roaming markets. The reason is found on the
demand-side of wholesale roaming. This is because foreign roaming partners:

146.1 face little competition in retail roaming markets at home, and, therefore, little
pressure to seek more favourable IOTs in order to cut costs,
146.2 have insufficient control over their subscribers’ network selection in the visited

country, which makes demand for roaming on a given visited network largely
insensitive to price changes, gives rise to demand externalities and reduces
incentives to offer preferred roaming status and/or traffic growth in exchange
for discounts on IOTs.

It can be noted that structural conditions of retail roaming markets are not conducive
to price competition. Therefore, domestic roaming prices and structural conditions
have an impact on the roaming market regionally and continentally. This high roaming
prices between African countries act as a barrier and prevents the African continent
from achieving broader objectives like the movement of goods and services across the
African continent. Parallel to the efforts made by the African countries to facilitate the
movement of goods and services, the same should be done for telecommunication.
This is because telecommunication is an important factor for economic integration
be it regional or continental.

Another concern identified is the important degree of variation in the roaming tariffs
between African countries. The prevailing high roaming rates and the variation
in roaming rates across countries provides an indication that the regulation of
international roaming may be warranted.

However, while a national regulator can ensure that retail roaming prices are reflective
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151.

152.

of the costs incurred by the MNOs under its jurisdiction, it cannot ensure that the costs
by these MNOs and, ultimately, the retail roaming prices incurred by the customers of
these MNOs are efficient and reflect the actual costs of providing roaming services.
It is essential that national regulators coordinate on the regulation of wholesale and
retail international roaming prices to ensure efficient roaming rates.

Therefore, it is important to concretise a harmonised cost model and regulation
across the different countries. This harmonised cost model and regulatory framework
at regional and continental levels could help in lowering the roaming rates. The
application of such a model can however have challenges. For example, not all
African countries have the required infrastructure and regulation in place to ease the
application of such model. Moreover, while the national regulator can ensure that retail
roaming prices are reflective of the costs incurred by the MNOs under its jurisdiction,
it cannot ensure same for the costs borne by the MNOs beyond its jurisdictions. This
makes it difficult for any regulator to ensure that the retail roaming prices incurred by
the customers of these MNOs reflect the actual costs of providing roaming services.

As discussed in this paper, the SADC Home and away project, which was inspired
by the European Union’s Roam-Like-At-Home regulations, was introduced for this
purpose and to address high roaming charges in Africa. The SADC Roaming project
has been considering innovative policies and regulations to reduce the cost of IMR
through closer collaboration among SADC Member States. The project is to provide
an enabling environment for provision of affordable and competitive mobile roaming
service in the region thereby contributing towards regional integration. Regional
integration could be measured four-fold; trade integration, productivity integration,
free movement of people, and financial and macroeconomic integrations.

However, as mentioned previously, as at now, only ten countries, including Mauritius»
have implemented Phase Il of the SADC project. It appears that the SADC is not
following the pace of the other RECs in Africa, who are already experiencing the
numerous advantages of their respective initiatives to address the issue of high
roaming rates.

13 See Document on "Request for proposals to develop a harmonised cost model for roaming services in the SADC" by ICTA. Available at. htips.//www.icta.mu/
documents/2021/10/RFP-SADC201 7. pdf
14 Reference be made to regional policy section. The phase 2 in Mauritius has not yet been fully implemented and the costing phase is being catered for currently.

153.
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155.

It is important to note that the initiatives of the RECs to tackle excessive roaming
prices demonstrate that several countries who are part of a one area network like
One Africa Network or MTN Zone are able to offer lower roaming rates. High price
of international roaming was also observed in other jurisdictions like the EU. In order
to address this issue, European Union’s RLAH regulations was introduced by EU
member states. The aim of the roaming regulations is to protect consumers and
competition among MNOs. It is interesting to note that the RLAH regulations is an
unprecedented success story in the European Union in that it has allowed customers
to benefit from the same roaming tariffs in other member states as if they were in their
home country. This demonstrates that having a one area network helps to achieve
the desired results of reducing roaming prices for roaming customers.

Despite the different challenges mentioned above, in order to achieve economic
integration and facilitate the movement of goods, services and people, a harmonised
cost model and regulation across the different countries appears to be the best
solution. African countries should collaborate with each other help and each other
to overcome the different obstacles mentioned above to make the SADC Home and
away project a success. The remaining six SADC countries should be encouraged to
participate in the project for the benefit of the customers. This can also be extended
to non-SADC countries, for the benefit of roaming customers in African countries.

CONCLUSION AND RECOMMENDATIONS

CONCLUSION

The mobile telecommunications industry in Mauritius comprises three operators with
two, namely Cellplus and Emtel, sharing a combined market share in excess of 90%.
The third operator, MTML, appear to be fringe competitor with market share below
10%. The Government of Mauritius has majority stake in the major operator, namely
Cellplus through Mauritius Telecom.
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156.

157.

158.

159.

The local mobile telecommmunication market is highly concentrated, which is not
atypical for a small island economy. But at the same, the industry is characterised
by high level of structural and regulatory barriers. Several structural barriers such
as heavy investment requirement in infrastructure and limited size of the market
combined with high mobile penetration rate could potentially deter entry. Absence
of mobile number portability and necessary regulatory framework for enable mobile
virtual network operators to provide services could also act as potential barriers to
entry.

As regards the regulatory setting, the mobile telecommunications industry in Mauritius
is highly regulated like in any other country in terms of licensing, spectrum allocation
and tariff approvals. In relation to roaming charges, the local sector regulator, ICTA
has a limited purview on tariffs in so as retail roaming charges is concerned but not
for wholesale roaming charges.

Assessment of roaming rates indicates that local MNOs in Mauritius charge lower
than the regional average across the three segments. However, these rates are not
necessarily the lowest in the African region. The benchmarking exercise for voice
roaming against international long-distance call and domestic call rates for SMS and
data roaming charges tends to be indicate roaming charges of local MNOS may be
high.

To address the issue of high roaming rates, initiatives are being taken at regional and
continental levels by the African Union and regional economic communities. Some of
the these include: the One Are Network Area by CEMAC; One Area Network by EAC;
SADC Home and Away Roaming project and Smart Africa.

RECOMMENDATIONS

160.

To address the issue of high mobile roaming charges, local authorities should ensure
that the regulatory framework in place encourages reduces the barriers to entry and
exert pressure on existing players bring down the retail roaming charges. In this

regard, consideration could be given to the following.

160.1 Putting in place a framework for MVNOs - This could attract new operators in
market and exercise competitive pressure for incumbents to offer competitive
roaming charges to local subscribers.

160.2 Speeding up implementation of Mobile Number Portability (MNP) - The

introduction of MNP and the related legislations could also lead to intensified
competition in the market. This would allow customers to switch mobile
operators and keep the mobile numbers originally assigned to them, thus
avoiding the cost of switching to new numbers and promoting a healthier
competitive environment.

161. At the regional level, consideration could be given to the following:

GREATER COORDINATION AMONG RECS

162. Despite difficulties arising due to differences in infrastructure, financial resources and

market size, RECs within Africa should work together to harmonise and regulate
wholesale and retail roaming charges across the continent. As highlighted earlier,
several RECs have taken different initiatives to address the issue of high roaming
rates in Africa. These initiatives should be coordinated to ensure achievement of their
common objective, which is the regulation of the high roaming rates in Africa. As far
as the regulations on wholesale charges are concerned, there is a sense of urgency
to expedite matters at the regional levels. The effectiveness of the response would be
to come close, if not at par, with the EU roaming rates.

COLLABORATION AMONG COMPETITION AUTHORITIES FOR POTENTIAL ENFORCEMENT
ACTIONS

163. Competition authorities could collaborate to look into the high roaming rates across

Africa. This can trigger enforcement actions if potential cases of abuse of dominance
are detected and ensure concerted efforts. For that to occur, coordination and
information sharing amongst competition authorities are of utmost importance.



ENFORCEMENT ACTION BY REGIONAL COMPETITION AUTHORITIES ANNEX“HES

164. While the need for speedy actions by RECs to regulate roaming charges has been
highlighted, regional competition authorities such as the COMESA Competition ANNEX 1
Commission could in the meanwhile investigate into potential anticompetitive
practices, as agreements on wholesale roaming charges among operators in the Table 41: Roaming rates at continental level

different countries has a cross border dimension. Call to Call within | Incoming SMS (USD/ | Data (USD/

home coun- | roaming call (USD/ | SMS) \Y[=)]

try (USD/ country min)

min) (USD/min)
Algeria 2.82 1.65 0.38 0.48 11.88
Angola 0.50 0.50 0.09 0.26 3.24
Benin 0.62 0.21 0.12 0.12 1.86
Botswana 1.91 1.49 0.26 0.56 5.62
Burkina Faso 0.54 0.28 0.09 0.46 n/a
Burundi 2.65 1.42 0.37 0.88 18.73
Cabo Verde 1.86 0.15 0.27 0.62 2.99
Cameroon 6.83 1.52 0.57 0.44 15.52
Central African | 2.55 1.02 0.26 0.85 n/a
Republic
Chad 2.06 112 0.66 0.64 1.71
Comoros n/a n/a n/a n/a n/a
Congo 0.61 0.61 0.18 0.19 n/a
Cobte d'Ivoire 2.34 0.78 0.31 0.41 18.57
Djibouti n/a n/a n/a n/a n/a
DRC 2.77 0.87 0.41 0.79 8.37
Egypt 2.05 1.70 0.2 0.47 5.35
Equatorial n/a n/a n/a n/a n/a
Guinea
Eritrea n/a n/a n/a n/a n/a
Eswatini 0.13 0.10 0.06 0.09 0.08
Ethiopia 0.57 0.31 0.19 0.22 0.21
Gabon 0.87 0.30 0.23 0.26 0.00
Gambia n/a n/a n/a n/a n/a
Ghana 0.47 0.16 0.17 n/a 0.04
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Guinea n/a n/a n/a n/a n/a
Guinea-Bissau | 6.20 1.27 0.48 0.4 208.08
Kenya 1.88 0.53 0.26 0.64 7.10
Lesotho 3.83 1.48 0.41 0.99 9.03
Liberia 2.33 1.66 0.41 0.38 3.50
Libya 3.18 1.3 0.39 1.16 n/a
Madagascar 2.83 1.13 0.36 0.76 12.13
Malawi 0.95 0.47 0.28 0.47 2.37
Mali n/a n/a n/a n/a n/a
Mauritania n/a n/a n/a n/a n/a
Mauritius 1.38 0.71 0.34 0.58 7.30
Morocco 7.85 1.51 1.11 n/a 66.29
Mozambique 2.68 2.68 0.43 0.93 63.83
Namibia 2.97 0.67 0.26 0.44 5.45
Niger 1.84 1.79 0.54 0.6 0.34
Nigeria 2.17 0.81 0.36 0.83 10.85
Rwanda 0.41 0.19 0.10 1.09 0.04
Sao Tome & n/a n/a n/a n/a n/a
Principe

Senegal 1.77 0.76 0.27 0.33 3.23
Seychelles 1.75 0.51 0.22 0.57 4.21
Sierra Leone n/a n/a n/a n/a n/a
Somalia 3.00 3.00 0.25 0.35 n/a
South Africa 1.71 0.69 0.24 0.50 3.77
South Sudan n/a n/a n/a n/a n/a
Sudan 5.73 4.44 1.21 1.15 40.17
Tanzania 2.18 1.62 0.28 1.05 7.51
Togo n/a n/a n/a n/a n/a
Tunisia 2.06 1.65 0.24 0.28 7.62
Uganda 2.77 1.06 0.28 0.26 7.49
Zambia 2.53 0.79 0.5 0.75 7.24
Zimbabwe 0.45 0.18 0.05 0.10 3.27

ANNEX 2

Table 42: Roaming rates at SADC level

Country Call to home | Call within Incoming SMS (USD/ | Data (USD/

country roaming call (USD/ SMS) MB)

(USD/min) country min)

(USD/min)

Angola 0.50 0.50 0.26 0.09 3.24
Botswana 1.91 1.49 0.56 0.26 5.52
Comoros n/a n/a n/a n/a n/a
DRC 2.77 0.87 0.79 0.41 8.37
Eswatini 0.138 0.10 0.09 0.06 0.08
Lesotho 3.83 1.48 0.99 0.41 9.03
Madagascar | 2.83 1.13 0.76 0.36 12.13
Malawi 0.95 0.47 0.47 0.28 2.37
Mauritius 1.38 0.71 0.58 0.34 7.30
Mozambique | 7.85 1.51 n/a 1.11 66.29
Namibia 2.97 0.67 0.44 0.26 5.45
Seychelles 1.75 0.51 0.57 0.22 4.21
South Africa | 1.71 0.69 0.50 0.24 3.77
Tanzania 2.18 1.62 1.05 0.28 7.51
Zambia 2.53 0.79 0.75 0.50 7.24
Zimbabwe 0.45 0.13 0.10 0.05 3.27




ANNEX 3

Table 43: Roaming rates at COMESA level

Country Call to Call within Incoming SMS (USD/ | Data (USD/
home coun- | roaming call (USD/ SMS) MB)
try (USD/ country min)
min) (USD/min)

Burundi 2.65 1.42 0.88 0.37 18.783

Comoros n/a n/a n/a n/a n/a

Djibouti n/a n/a n/a n/a n/a

DRC 2.77 0.87 0.79 0.41 8.37

Egypt 2.05 1.70 0.47 0.20 5.35

Eritrea n/a n/a n/a n/a n/a

Eswatini 0.138 0.10 0.09 0.06 0.08

Ethiopia 0.57 0.31 0.22 0.19 0.21

Kenya 1.88 0.53 0.64 0.26 7.10

Libya 2.33 1.66 0.38 0.41 3.50

Madagascar | 2.83 1.13 0.76 0.36 12.13

Malawi 0.95 0.47 0.47 0.28 2.37

Mauritius 1.38 0.71 0.58 0.34 7.30

Rwanda 0.41 0.19 1.09 0.10 0.04

Seychelles 1.75 0.51 0.57 0.22 4.21

Somalia 3.00 3.00 0.35 0.25 n/a

Sudan 5.73 4.44 1.15 1.21 40.17

Tunisia 2.06 1.65 0.28 0.24 7.62

Uganda 2.77 1.06 0.26 0.28 7.49

Zambia 2.53 0.79 0.75 0.50 7.24

Zimbabwe 0.45 0.13 0.10 0.05 3.27
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CHAPTER 6
SOUTH AFRICA
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BACKGROUND

1. South Africa’s mobile services market is dominated by two vertically integrated
companies, Vodacom and MTN, who entered the market in 1993, making them
the first entrants. Jointly, these mobile network operators (MNOs) account for 70%
of the market share with Cell C, Telkom Mobile and several Mobile Virtual Network
Operators (MVNOs) making up the balance of the market. Mobile services in South
Africa are largely vertical integrated with the largest players owning upstream network
infrastructure and radio equipment while also providing services to their customers.
As the MNOs with the widest coverage, Vodacom and MTN also provide domestic
roaming services to challenger MNOs who do not have an extensive infrastructure
network.

2. Independent Communications Authority of South Africa (ICASA) and to a lesser extent
the Department of Communication and Digital Communications are responsible
for regulation and policy in the sector. Concerning legislation, the mobile sector is
governed by the Electronic Communications Act No. 35 of 2003 (as amended); the
ICASA Act No. 13 of 2000 (as amended); and the Competition Act No.89 of 1998 (as
amended) and their regulations. Some of the key government policies that affect the
sector include the National Broadband Policy 2013, the National Development Plan
2030 and the National Integrated ICT Policy White Paper 2016.

3. Mobile services (data, voice, and messaging) constitute most of the revenue generated
by the telecommunication sector. In 2020, mobile services revenue totalled R 106
billion with mobile voice and mobile data representing the largest contributors at R
36 billion and R 46 billion respectively. Messaging revenue was only R 2.7 billion and
outbound roaming (South African subscribers accessing a foreign network’s services)
earned the sector R 2.5 billion. As MNOs have diversified their offering by entering
other markets such as entertainment and mobile money, there has been a dramatic
increase in revenue from these services from R 463 million in 2016 to R 16 billion
in 2020." These additional services are a more important contributor to the sector

1ICASA (2021) The State of the ICT Sector in South Afica. Available at: htips.//www.icasa.org.za/uploads/files/State-of-the-ICT-Sector-Report-March-2021.pdf

[Last accessed: 20 January 2022]

compared to SMS and MMS. A summary of the revenue contribution is presented in
Figure 61 below.

Figure 61: Revenue generated by mobile services (millions)
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4.  South African mobile service users can choose to pay for their services on a pre-paid
or a post-paid (contract) basis. While only 15% of total subscriptions are post-paid,
they make up the majority (63%) of mobile revenues.: Further, contract subscribers
offer MNOs higher and more stable average revenue per user (APRU).:

2 [CASA (2021) The State of the ICT Sector in South Africa. Available at: hitps.//www.icasa.org.za/uploads/files/State-of-the-ICT-Sector-Report-March-2021.pdf
[Last accessed: 20 January 2022]

3 WhoOwnsWhom (2021) The telecommunications industry and retail of devices in South Africa. Available at. hiips.//www.whoownswhom. co.za/report-store/tele-
communications-industry-relail-devices-south-africa-2021/ [Last accessed: 20 January 2022]



The sector’s 2020 pre-paid revenue was R 56 billion. This revenue was largely made
up of mobile voice revenue (R 36 billion) and pre-paid data revenue (R 16 billion).
Messaging only contributed R 700 million to prepaid revenue. Regarding post-paid
revenue, which was R 98 billion, a similar pattern holds; voice accounted for R 36
billion, data for R 40 billion, and messaging R 2.5 billion.-

Table 44: Prepaid revenue earning by South African MNOs in 2020

Prepaid revenue source Revenue

Prepaid revenue mobile data R 15,985,529

Prepaid revenue mobile voice R 38,889,588

Prepaid revenue mobile messaging R 693,489

Total R 55 568 606

Source: ICASA State of the Sector report, 2020 (published March 2021)

6.

Very few South African households do not have access to a mobile phone as
South Africa enjoys a high mobile penetrations rate of 176% and per capita mobile
penetration of 96.5%. The ubiquity and importance of mobile phone communication
are further underscored by the fact that 60% of internet-connected households use a
mobile phone to connect to the internet. Interestingly, most mobile phone users now
use smartphones; as of 2019, smartphone penetration was 91.2% in South Africa.:

As the sector prepares itself for 4G and continues to be affected by the shift from
voice to data, high quality and high bandwidth networks have become a significant
competitive advantage for telecommunications operators. The COVID-19 pandemic
induced shift towards remote working, which has hastened this trend.

As such, investment in networks has increased significantly from R 11 billion in 2016
to nearly R 16 billion in 2020 and totalling over R 72 billion over the period.” This
investment is likely to have been driven by Vodacom and MTN as Telkom and Cell
C have reduced their network investment and shifted towards wholesale roaming
agreements with Vodacom and MTN.

4 ICASA (2021) The State of the ICT Sector in South Africa. Available at. htips.//www.icasa. org.za/uploads/files/State-of-the-ICT-Sector-Report-March-2021.paf
[Last accessed: 20 January 2022]
5 The official mobile penetration figure is defined as SIM Cards against population, as such it includes machine-to-machine connections and entities with multiple

subscrip:

6 WhoOwnsWhom (2021) The telecommunications industry and retail of devices in South Africa.

7 ICASA (2021) The State of the ICT Sector in South Africa. Available at: https.//www.icasa. org.za/uploads/files/State-of-the-ICT-Sector-Report-March-2021 . pdf
[Last accessed: 20 January 2022]

8 WhoOwnsWhom (2021) The telecommunications industry and retail of devices in South Africa. Available at: htips.//www.whoownswhom.co.za/report-store/tele-

Figure 62: Investment in mobile communications from 2016 to 2020 (R millions)

15,610
70
60 10,922

50 19585 [

40
30 15,238

20
10 10,773
. I
2016 2017 2018 2019 2020

Source: ICASA State of the Sector report, 2020 (published March 2021)

CONSUMER PROTECTION MEASURES

9. There have been several initiatives and regulations aimed at protecting consumers
and improving competition in the sector.

9.1 The amended End-User and Subscriber Service Charter regulations have
been in effect since 1 March 2019. These regulations changed how MNO deal
with expiring bundles and out-of-bundle billing. Particularly, they require that
MNOs inform subscribers when their bundles reach 50%, 80%, and 100%
depletion. Furthermore, MNOs cannot switch consumers to out of bundle
prices when their bundles have been depleted unless they have provided
instructions permitting it. Lastly, MNOs must allow customers the option to
roll-over unused data before it expires or to transfer it to other customers on
the same network.

communications-inaustry-retail-devices-south-africa-2021/ [Last accessed: 20 January 2022]
9 WhoOwnsWhom (2021) The telecommunications industry and retail of devices in South Africa. Available at. htips.//www.whoownswhom. co.za/report-store/tele-
communications-industry-retail-devices-south-africa-2021/ [Last accessed: 20 January 2022]
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9.2 Since 2013, ICASA has been actively regulating the level of fixed and mobile
termination rates, which are the fees charged by one network to another for
ending a call on its network.»

9.3 In 2020, the Competition Commission’s Data Service Market Inquiry found

that data prices and MNO profits were more than comparable markets. The
Commission reached settlement agreements with MTN and Vodacom to
reduced prepaid data prices.

REMAINING CHALLENGES

10.

10 Ibid

11 WhoOwnsWhom (2021) The telecommunica

Despite these positive developments, several industry stakeholders still cite numerous
challenges to operating in South Africa.

10.1  The slow process for realising 4G spectrum has compelled MNOs to
repurpose the existing spectrum and build more sites than they otherwise
would to continue 4G roll-out. This, according to MTN and Vodacom, has
contributed to increasing costs and the slow decline in data prices in the
industry. In a to bid help the sector with increased traffic, ICASA assigned
emergency spectrum to MNOs and other telecoms firms. Cell C was the only
major MNO not to apply for emergency spectrum as it had shifted towards a

roaming model and had excess network capacity.-

10.2  MNOs are vulnerable to electricity supply disruptions and rolling blackouts
have led to widespread network and data centre outages. As a result, MNOs
have invested in back-up generators and battery systems that can power

sites for 12 to 24 hours.»

jons industry and retail of devices in South Africa. Available at: https.//www.whoownswhom.co.za/report-store/tele-

communications-industry-retail-devices-south-africa-2021/ [Last accessed: 20 January 2022]

12 Ibid
13 Ibid.

STUDY OBJECTIVES

11.

The study has the following objectives:

11.1 To understand the market structure, bargaining dynamics, state involvement
and the regulatory setting of the telecommunications industry in South Africa,
with a particular focus on the determination of roaming charges that impact

continental trade and tourism.

To get an understanding of the type of competition concerns that exist
regarding roaming charges in South Africa; and

To provide a platform for identifying regional and continental priorities in
respect of roaming on the African continent.

METHODOLOGY AND SCGOPE

12.

13.

14.

The scope of the study is limited to the provision of international roaming voice and
data services offered to South African consumers when travelling in other African
states. The study does not consider fixed-line telecommunications services. However,
the study does briefly consider the provision of SMS over SIM-supported mobile
devices.

International roaming markets are assessed based on mobile network operator
(“MNQO”) pairs within country-to-country pairs. Thus, the study considers voice and
data services offered between all MNO pairs between South Africa and other African
states.

The December 2021 roaming charges are used in the study and such data was
procured from Tarifica and shared with the participating countries. Tarifica was not
able to provide historical data. Prices were collected by Tarifica in the local currency
of the MNOs and have been converted to South African Rand using the average
exchange rate during December 2021. The United States Dollar conversions are also
provided for ease of comparability with the other country chapters to the study.



REGULATORY AND LEGISLATIVE FRAMEWORK IN SOUTH
AFRICA

15.

16.

17.

18.

In South Africa, the electronic communication industry is regulated by ICASA. ICASA
is empowered to regulate the electronic communications industry in terms of the
Electronic Communications Act no 36 of 2005, as amended (the ECA).

To operate a commercial wireless network in South Africa that offers retail services,
two licences are required, an ‘infrastructure’ licence known as an Electronic
Communications Network Service (ECNS) licence and a ‘services’ licence known
as the Electronic Communications Services (ECS) licence. The ECNS licences are
issued by invitation from the Minister of Digital Technologies and Communications
only. There are currently over 500 ECS licences issued, most of which are dormant
and some of which are for sale. However, the licenses are technology-neutral and do
not give insight into the market for the provision of mobile roaming.

The provision of mobile roaming services requires both an infrastructure licence and
a services license. Furthermore, the MNO must have licensed spectrum. Spectrum
is a scarce resource and due to regulatory constraints, is not easily accessible. The
ECA mandates that ICASA control, plan, administer and manage radio frequency
spectrum. Spectrum designated for mobile use lies between 700 MHz and 2.1 GHz
and is held by Vodacom, MTN, Cell C, Telkom and Neotel. However, only Vodacom,
MTN, Cell C and Telkom use the spectrum for the provision of mobile services.

ICASA regulates the mobile termination rate (“MTR”) which is appl