
A
frica is the cockpit of change in terms of the 
global digital transformation. Internet users 
have gone from a few thousand to millions 
over the past decade. But it is often easier to 

see the barriers to digital development – including 
education, income, and lack of access to electricity 
– than it is to understand the dramatic nature of 
these changes.

As result, African telecoms regulation is at a 
crossroads. A combination of changing business 
models and a downturn in economies across Africa 
is impacting the competitive dynamic in all 

markets. Incumbent mobile operators are slowing 
down innovation and the transition to digital. So in 
this article, I want to look at how regulation has to 
change to deliver Africa’s digital future.

BUSINESS MODELS UNDER PRESSURE
First some background. I visited two African 
countries in early 2017 – Benin and Kenya – which 
are at very different ends of the competitive market 
spectrum. But both serve to illustrate the kind of 
dilemmas regulators now find themselves in.

In Benin, mobile operators MTN and Etisalat are 
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effectively a duopoly. The problems with the 
Nigerian economy means that a third operator, 
Nigerian-owned Glo, has no money to invest and did 
not bid for the 4G licences that the duopoly players 
obtained. Benin’s fourth mobile operator Libercom 
has had a torrid time.

In internet terms, Benin has above average prices 
for the continent, often a below average quality of 
service, and the former incumbent Benin Telecom 
has a monopoly on the fibre wholesale network that 
has affected all the usual things like quality of 
service and investment in redundant networks.  
The council of ministers has now agreed a plan to 
address these issues.1

The telecoms regulator, ARCEP, which has had  
a shake out of personnel, is rumoured to be 
considering licensing another mobile operator. 
However, the country has only just under 11 million 
people and being the third, fourth or fifth operator 
in a market of this size is a deeply unattractive 
prospect for potential mobile investors.

Some mobile operators are hoping that a ‘last one 
standing’ approach will allow them to consolidate 
either duopolies of the kind in Benin, or in some 
cases (such as Kenya and Senegal) something much 
more like a de facto monopoly.

A report by Analysys Mason for the Kenyan 
regulator is said to recommend the separation of 
one of the operating units of the dominant 
Safaricom, namely the M-Pesa mobile money 
transfer service, and to insist it share its network 
and towers. Being extremely patriotic, Kenyans 
reacted with almost universal horror at this idea. 
The regulator itself responded by saying that it did 
not want to punish success. 

Also, because the government is still a significant 
shareholder, it is hard to get it to address these 
issues because it benefits from the very high level of 
profits this de facto monopoly generates. So the 
elephant in the room will continue to trample 
smaller players under foot. And all the while 
Safaricom’s CEO is saying that any change will scare 
off international investors.

The danger is that there are increasingly fewer 
mobile operators that are in any position to 
compete with the top one or two players. It used to 
be said in the industry that you needed at least 
three or four players for price competition to occur. 
Duopolies and de facto monopolies encourage 
neither competition nor innovation.

Meanwhile the foundation of the old mobile 
business model – voice revenues – is under threat, 
also producing consolidation. At the ‘big end’ of the 
industry in Sub-Saharan Africa, Airtel (owned by 
India’s Bharti Airtel) for all its protestations that it 
will not quit the continent, has yet to produce net 
profits (at least reported in its accounts). In my 
opinion, it will end up leaving the continent.

Millicom is clearly selling off its African ‘op-cos’ 
on a one-by-one basis because there is no buyer for 
the whole lot. At a smaller level, Glo’s ambitious 
pan-continental plans are stuck in the treacle of 
Nigeria’s economy and its inability to raise funds.  
At an even smaller level, Africell has swallowed 
Warid in Uganda and the Ugandan government has 
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repossessed UTL. And the 
list of small and very 
unsuccessful mobile 
companies is very long.

So the mobile sector is 
not producing insurgent 
competitors and this is 
having a direct impact on 
the speed of innovation in 

terms of the transition to data and all things digital. 
Three years ago, Safaricom started looking at 
fibre-to-the-home (FTTH) and an offer driven by 
content. It launched its Big Box device, but it 
flopped and had to be re-launched. It is still not 
attracting large numbers of users. Safaricom has 
finally decided to start rolling out FTTH to try and 
satisfy the growing data demand but three years 

Advertising revenues increasingly 
digital and mobile
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VISIBLE TRENDS IMPLIC ATIONS

Less overall voice revenue

Less traditional international 
voice revenue (end of roaming 
service premiums)

More data revenues

Lower overall margins

Decline of SMS

Shift in terms of service 
distribution revenue share from 
70/30 or 80/20 to the operator to 
50/50 or 30/70. And in some cases 
turnover-related revenue splits

Increase in platform revenues 
(transactions, application 
program interfaces, APIs)

Increase in mobile money 
(financial transaction) revenues

Increase in data centre/cloud 
activity

Fewer mobile operators; more 
MVNOs (virtual operators)?

Fewer mobile operators; more 
MVNOs? Need for more reliable 
VoIP services?

Winners could be: high user 
volume; low price or low volume; 
high price niche players.  
Fewer players?

Need for larger customer bases 
therefore fewer players?

Fewer mobile operators;  
more MVNOs?

In the short to medium term lower 
revenues for operators but higher 
volumes of users may make better 
revenues in the future

Either be a content and services 
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revenues of distributing content 
and services to users

Either become a bank or financial 
institution or live off some of the 
revenues of facilitating them

New businesses with new skillsets

Increasing threat to revenues  
of old media (print and 
broadcasting) but mobile channel 
becomes source of advertising 
revenues

The danger is that 
there are fewer 
operators able to 
compete with the 
top players.



have passed since that discussion began.
Why is this happening? As one industry insider 

told me, customers are demanding more data 
capacity, voice and SMS revenues are going down 
and data revenues are increasing. But they can’t 
make revenues from data as fast as they need. The 
lack of data-ready networks means that it’s hard to 
contemplate unlimited data packages that might 
drive further data growth.

In the similar case of a large South African  
mobile operator I asked the same question: Why is 
everything taking so long? The answer: You have  
to take the plans to several departments and it  
takes time.

COMMON FACTORS FOR REGULATION
African regulation covers 50+ countries so there are 
many different circumstances. But there are three 
broad factors that affect all of them. First, there  
are those countries that have not been able to 
curtail the privileges of the former state-owned 
incumbents. Second, there are those that have done 
so but have found that elements of that incumbency 
have simply shifted to other players, the de facto 
monopolies and duopolies. Third, the very basis of 
the business is changing fundamentally with the 
digital transformation.

Without the third factor, it would largely be 
‘business as usual’ for regulators, arguing over the 
detail of relatively small-scale changes. But the 
digital transformation under way really does 
change everything. And Africa is not too poor to 
already be part of this transformation. In 2016 I 
visited Mali, one of the poorest countries in the 
world. What was the most widely used app? Viber, 
the instant messenger. 

Digital transformation means all services 
becoming digital and served over a data platform, 
and includes services like financial payments.  
Some of these changes may benefit Africa’s mobile 
operators, others may not. In Sub-Saharan Africa, 
there is a two-tier market with those using 
smartphones and featurephones able to access this 
new world of services. But lack of education, literacy 
and income will mean the continued existence of a 
significant number of basic phone users.

Over the top (OTT) services look as if they  
cover many of the same things as the digital 
transformation but the term tends to be used 
pejoratively to describe those digital services that 
undermine existing mobile operator revenue 
streams – for example, OTT voice services like Skype, 
WhatsApp and Viber that substitute for paid 
analogue calls. However, these calls are not free as 
the user has to pay for data to make them but they 
simply do not generate the same revenues as 
analogue calls. The same is true for messages  
sent via WhatsApp compared with highly profitable 
SMS texts.

History is littered with these kinds of business 
changes. Those who operated canals to send freight 
lost out to the railways, who in turn lost out to 
roads. Hand weavers lost out to factories. Those  
who produced ice lost out to the household freezer. 
In African terms, those who benefited from the 
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physical sending of cash (often by bus) are losing 
out to mobile money transfer. The mobile  
industry is just one more industry undergoing a 
transition with changes that will leave it in a very 
different shape.

The first table (previous page) summarises the 
trends visible from this digital transformation and 
how they are already affecting the market in Africa.

THE OTT CHALLENGE
So from the late 1990s until the present day African 
regulators have struggled with the power of two sets 
of players – the state-owned incumbents and the 
mobile operators. Now a third force is changing the 
business model of the market: the OTT players.

African regulators – like their counterparts 
globally – serve three constituencies: the industry 
(which they need to see flourish), the government 
and citizens. To be successful in nurturing the 
success of industry, they need to move with the 
market that is shaped by what citizens want to  
buy. In the late 1990s African citizens wanted fast 
access to cheap and accessible mobile calling, not  
to fill in a form to access a fixed line from the 
monopoly state-owned incumbent. Likewise today, 
they are more likely to want to use WhatsApp than 
a rather more costly domestic or international 
calling service.

If that is the context, what’s the bigger picture 
African regulators need to focus on? If everything 
(including voice) is increasingly becoming data and 
ever larger parts of African business, government 
and civil society are dependent on data to do what 
they do, what is needed?

The objective must surely be to have a data 
network that can deliver a high quality of 
connectivity to the maximum number of people in 
the country at the lowest possible price point. The 
income levels of users in Africa are not the same as 
countries in Europe and the US. But not many 
mobile operators have built this kind of network.

This has a clear 
implication for 
governments because 
while Africa’s mobile 
operators produce 
revenues that are the 
‘golden goose’ for 
taxation, the situation 
may be very different if 
there are lower overall 

margins. Selling spectrum at a high price, charging 
above average amounts for rights of way and  
taxing international calls may all fill government 
coffers but will inevitably not result in lower  
data prices for citizens. Inevitably, taxes paid by 
mobile operators will have to be passed on to  
their customers.

With the strategic objective of creating the 
cheapest, most effective and widely distributed  
data network in mind, African regulators need to 
look at their competitive landscape and ask:  
Do we have players that have a business model  
that will deliver this objective as quickly as 
practically possible?
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NEW BUSINESS MODELS
Perhaps the business model needs to be different 
from what a mobile operator currently does. Why 
not encourage large-scale data operators to bid for 
licences and give them access to spectrum? Why not 
encourage them to provide IP voice products? The 
more ambitious internet service providers (ISPs) 
such as Afrimax and Smile show that they can get 
interesting numbers and compete with mobile 
operators, even if at a modest level, and could be 
encouraged to offer unlimited data bundles.

At the heart of Africa’s data future will be one or 
more fibre networks. If the current situation is that 
there is only one effective network, then price and 
quality of service need to be regulated. But there  
are many things that can be done before reaching 
that point.

Countries such as Kenya have allowed power 
utilities (e.g. Kenya Power) to license fibre, creating 
competitive pressures on wholesale fibre operators. 
Insisting on the sale of ‘dark fibre’ gives small and 
medium sized players a better chance of getting  
to market on competitive terms. Ensuring that 
monopoly or de facto monopoly infrastructure is 
shared in ways that ensure a level playing field for 
all players again widens the market. Initiatives such 
as Google’s Project Link are proving a useful 
stimulus, with new models of wholesale pricing. 
Why not encourage others to follow suit?

The business model needs to change so that the 
small and medium players are actually encouraged 
to provide widespread Wi-Fi hotspots and to offer 
their customers a variety of IP voice products. ISPs 
need to be encouraged to get out of their comfort 
zones and start offering proper home products. 
Also, regulators need to encourage operators like 
Sliide, which offers free data to customers based  
on their ability to share advertising revenues with 
their own customers. Mobile operators need to have 
more competition on their existing data services. 
Regulators need to have as a core objective creating 
a competitive dynamic that will lower data prices 
and increase the number of data users.

Mobile operators are becoming platforms  
for new data content and services. Because  
mobile phones (particularly smartphones and 
featurephones) are primarily used to access these 
services, mobile operators are the main route to 
market. The mobile operator then has a choice:  
is it a data platform or does it also invest in and run 
the new digital content and services as well?

And here’s where there is another competition 
issue. If you’re a start-up with a digital service and 
you go to a de facto monopoly operator, what 
happens? Well, the revenue share you get (70/30 or 
80/20 to the operator) may be less advantageous 
than the one the operator has given one of its  
own projects. There is a clear conflict of interest 
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PAIN POINTS FOR AFRICAN REGULATORS  
FROM DIGITAL TRANSFORMATION

ISSUES 
RAISED BY 
REGULATORS, 
OPERATORS 
AND OTT

NATIONAL REGIONAL INTERNATIONAL

No contribution  
to taxes

l Not easily 
addressed 
l International 
OTT not always 
present in 
countries

Unlikely without 
harmonising 
national tax 
regimes through 
regional bodies 
like ECOWAS

Difficult but 
changing for more 
powerful nations 
(e.g. UK, US)

No contribution to 
universal service 
fund (USF)

l Not easily 
addressed 
l International OTT 
not always present 
in countries

No Advocacy with 
donors but existing 
USF money needs 
to be spent more 
effectively

No investment in 
network

OTTs are investing 
in African 
infrastructure,  
but how much?

More effective 
regional work on 
cross-border links

Advocacy with 
OTT companies

Licensing l Not easily 
addressed 
l International OTT 
not always present 
in countries

No No

Pricing l Not easily 
addressed  
l International OTT 
not always present 
in countries

Regional 
comparisons with 
rates and terms of 
service elsewhere

Global 
comparisons with 
rates and terms of 
service elsewhere

Quality of service 
(QoS)

National regulators 
can set QoS 
standards. But, 
how to apply to 
companies outside 
the country?

No Advocacy at 
international level

Net neutrality Regulators able to 
ensure practices 
like throttling do 
not occur

Yes – regional 
guidelines can be 
developed

Referencing 
international 
practice used 
elsewhere

Data protection 
and privacy

l Not easily 
addressed 
l International OTT 
not always present 
in countries

Yes – regional 
guidelines can be 
developed

Referencing 
international 
practice used 
elsewhere

Lack of control 
over use of user 
data

l Not easily 
addressed 
l International OTT 
not always present 
in countries

Yes – regional 
guidelines can be 
developed

Referencing 
international 
practice used 
elsewhere

e-transactions National law and 
regulation

Yes – regional 
guidelines can be 
developed

Referencing 
international 
practice used 
elsewhere

Interconnection of 
e-transactions

National law and 
regulation

Yes – regional 
guidelines can be 
developed

Referencing 
international 
practice used 
elsewhere

Ensuring that monopoly 
infrastructure is shared to 
ensure a level playing field 
widens the market. 



here that no one is really talking about. 
And of course, a mobile operator can see all the 

start-ups’ user data and can use this to plan their 
own offer. Surely not? Well, I’ve seen it happen.  
So African regulators need to start paying more 
attention to the terms for access and revenue share 
for their new digital players, both homegrown and 
international.

OTT services are not a threat to the market but a 
development of it. Huge numbers of Kenyans now 
have family groups on WhatsApp. There is no 
turning back the clock on this development. 
Therefore regulators need to ensure that their users 
have access to these kinds of services without 
restrictions being placed on them.

AFRICA’S DIGITAL FUTURE
Africa’s digital future should not solely be a prize 
for well-off, urban dwellers. The push to enfranchise 
rural citizens digitally all too often seems to have no 
momentum behind it or be largely rhetorical, for 
example free Wi-Fi hot-spots that potential users 
find difficult to access. There are at least a dozen 
companies that are pioneering various business 
models for rural access in Africa. Regulators need to 
open up spectrum and licences for those that will 
cover the uncovered and ensure that mobile 
operators will interconnect with them.

The digital future also needs reliable market 
information. Too few African regulators collect 
internet user and subscriber numbers and make 
data bundle price comparisons. And sometimes 
when they produce user numbers, they are wildly 
exaggerated. Joe Otin, CEO of digital advertising 
agency, The Collective, told me that this is one of 
the biggest and most frustrating things he faces in 
the digital communications field in Kenya: “We 
don’t have consistent numbers.” The number 
produced by the regulator is 89.7%2 of the 
population using the internet: not many people I 
met believed that. African regulators need to agree 
common methodologies for measuring things like 
users, data bundle prices and data quality of service.

The digital changes in 
Africa are finally bringing 
about the convergence that 
everyone used to talk 
endlessly about in 
conferences in the early 
2000s. As a result, the issues 
cross several regulatory 
boundaries including 

telecoms, broadcast and media, and financial. But  
it is not a question of rearranging the regulatory 
bodies but ensuring that each has responses that 
are coherent and consistent.

The insecurities produced by these changes for 
both regulators and operators are inevitable. But 
these understandable insecurities should not 
become the defining feature of how Africa’s digital 
future is shaped. The second table (previous page) 
summarises the pain points expressed so far and 
seeks to highlight how, for many of the issues 
raised, the national regulator or government has 
little or no power to affect them directly.

In a regulatory sense, the world is not powerless 
in relation to the changes bought about by digital 
transformation but those capable of addressing 
them need to be either very large markets (like the 
US and China) or regional blocs (like the European 
Union). African countries may seem powerless but, 
as with international roaming charges, where 
changes have been introduced at a sub-regional 
level, they can follow in their own way the changes 
made in these ‘reference’ jurisdictions. Changes can 
be made at a regional or sub-regional level.

From the table, it is clear that many of the pain 
points created by OTT players cannot be addressed 
by national regulators or where they can be 
addressed nationally, they might not always be 
effective. Until fairly recently, for example, 
Facebook, Africa’s largest social media network, had 
no offices on the continent. Even when an OTT 
operator has offices in say Dakar, the office may be 
small and administrative producing only modest 
amounts of taxable revenues. 

However, a large national or regional YouTube 
channel operator or a company selling Facebook 
advertising will produce revenues that will be 
taxable in their national jurisdictions. But here’s 
the rub: the amount of business these entities are 
doing in these countries will in no way be equal  
to the revenues of the mobile operators. Changes  
in the industry will produce different levels of  
tax revenues.

The great media intellectual, Marshall McLuhan, 
used to talk about the danger of seeing the future 
through the rear-view mirror of history. African 
regulators need to beware of finding themselves  
yet again regulating for a world that is beginning  
to disappear.
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Many of the pain 
points created by 
OTT players cannot 
be addressed by 
national regulators.
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THE EU AND AFRICA
The European Union has recently released the 
European Consensus on Development in which  
it aligns action with the 2030 Sustainable 
Development Goals (SDGs). Supporting digital 
initiatives, particularly in Africa, figures prominently, 
as described also in ‘Digital4Development: 
mainstreaming digital technologies and services 
into EU development policy’, which details priority 
areas for aid including connectivity, cybersecurity, 
skills and growth. The document notes possible EU 
contributions to projects such as a trans-Saharan 
fibre backbone (among many short and medium 
term pilots) and a small one on strengthening 
telecoms regulatory capacity which could see 
European policy on areas such as net neutrality as 
templates. See bit.ly/2tFcWTe and also the recent EU 
Development Days at eudevdays.eu       Marc Beishon
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