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Our external environment

As an ICT company with operations and activities across emerging markets in Africa, we face a particularly dynamic operating context that 
presents some risks as well as valuable opportunities. We have identified four broad trends over the year that have a material impact on our 
business model. Our Vision 2025 strategy is intended to ensure that we are best positioned to seize the opportunities and mitigate the risks 
associated with each of these trends.

Material trends impacting value

The COVID-19 pandemic 
•  The COVID-19 pandemic, which gained momentum in early 2020,  

is causing unprecedented turmoil globally, shutting down entire 
sectors of economies, disrupting supply chains, and placing many 
people out of work. 

•  The imperative of social distancing and the introduction of lockdowns 
in some regions have heightened the role of the telecoms industry in 
supporting citizens and businesses to connect and function under 
extreme circumstances. 

•  The telecoms industry has also been requested to assist governments 
in tracking the movement of people, raising challenges relating to 
privacy.

Strategic objective 

•  Robust measures were implemented to ensure employee safety and 
maintain business viability during the nationwide lockdown in 
South Africa. Taking into account restricted movements and lockdowns in 
our various markets, and our status as an essential service, we identified 
critical staff to work from offices or designated working spaces.

•  Additional capital expenditure allocated to ensure sufficient network 
capacity in response to the rapid escalation in demand for network 
capacity and data services, working with governments to enhance their 
capacity to deliver critical government services.

•  Partnered in South Africa with the National Institute for Communicable 
Disease to use our geodata tracking and Big Data capabilities to improve 
government insights into population movement, while respecting 
individual privacy, and to assist in modelling the spread of the disease.

•  Increased communication on our e-School platform to support ongoing 
quality education for learners and students on extended leave as a 
result of coronavirus-related disruption. 

•  Donated 20 000 smartphones, 100TB of data and 10 million voice call 
minutes to health workers in South Africa. We have also extended 
similar interventions in Lesotho.

•  Partnered with health insurance company Discovery Health to connect 
the public with doctors through virtual consultations; each contributing 
R10 million to cover the cost of virus-related consultations. 

•  Provided SMS awareness messaging on preventative health measures to 
over 44 million subscribers in South Africa.

•  We have made person to person M-Pesa transfers free up to threshold in 
most of our operations, to enable a contactless payment method and 
ensuring that traders can continue.

•  Free-rated a number of government and health sites in order to keep 
people informed about the pandemic.

•  Identified opportunities to offset some of the impacts by ensuring we 
have relevant products for customers from bite-sized bundles allowing 
customers to buy hourly, daily or weekly offerings but also giving them 
compelling offers to increase active days. Enterprise customers were 
provided with solutions to drive down costs, digitise their businesses 
and create more efficiencies by using services we provide such as IoT 
and cloud and hosting services.

Our response

See also page 02

Material risk1 
1  Unstable economic conditions and pandemic
6  Social and political pressures
8  Spectrum

See page
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Profoundly challenging 
macroeconomic context 
The COVID-19 outbreak has placed significant added 
pressure on an already difficult macroeconomic 
environment. While the scale of the outcome remains 
uncertain, it is clear it will have significant long-term 
ramifications for the global economy and compound 
existing macroeconomic challenges in our key markets. 

South Africa
•  In our largest market, low GDP and wage growth, high 

unemployment and consumer debt levels, and sustained 
pressure from rising energy, fuel, and food costs constrained 
consumer spending. 

•  The recent Moody’s downgrade comes on top of continuing 
rand/dollar volatility, ongoing concerns regarding the bailout 
of state-owned enterprises, and sustained fiscal pressure, 
which all contributed to negative business and investor 
sentiment, further constraining government’s ability to 
kick-start the economy following the anticipated severe 
impact of recent lockdown measures.

International operations 
•  We have seen higher growth rates in our East Africa markets. 

The growth happened despite regulatory and policy 
uncertainty, high exchange rate volatility, inflation pressure 
and undiversified economies, leaving the markets highly 
vulnerable to the threatening economic downturn. 

•  All mobile network operators are facing sustained tax and 
regulatory pressure, with political volatility and high levels of 
regulatory and policy intervention impacting telco activities 
across the region.

Strategic objective 

•  Strong focus in South Africa on our data pricing transformation 
strategy, delivering significant reductions in data prices.

•  Accelerated emphasis on our Social Contract initiatives, driving 
digital inclusion and democratising data access through 
affordable digital services, enhanced rural coverage and 
low-cost smartphones. 

•  Providing segmented products and services, with appropriate 
pricing strategies.

•  Continued success in developing inclusive digital services such 
as M-Pesa mobile money, and Connected Farmer and 
e-Schooling initiatives.

•  Sustained drive on cost efficiency and smart capital 
expenditure, including through the use of Big Data, AI, IoT and 
Robotic Process Automation, among others, to drive network 
and customer engagement efficiencies. 

Our response

Material risk1 
1  Unstable economic conditions and pandemic
6  Social and political pressures

See page
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1  The numbering of the material risks is according to the risk matrix shown in the principal risk section on page 22 to 25.
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A volatile competitive landscape 

Tough regulatory and 
policy environment

•  Mobile network operators across our markets have been more 
aggressive in seeking competitive differentiation.

•  We face continuing strong competition in our largest market, 
South Africa. MTN is making a significant investment in its 
network and is more aggressive in enterprise offerings. Telkom 
is maintaining steady growth in mobile through aggressive data 
propositions, and Rain is entering the consumer market. The 
fibre sector remains over-traded by ISPs and is ripe for 
consolidation.

•  In our shift from a more conventional telco to a digital enterprise, 
we are facing strengthened competition – both for customers 
and for digital talent – from various non-traditional sources. 

•  Over-the-top (OTT) services (such as WhatsApp) are prevalent 
and growing in all our markets, negatively impacting messaging 
and voice revenue, partially offset by an increase in data 
revenue.

•  We are seeing new global cloud entrants in the enterprise space 
across our markets.

We continue to face increasing regulatory and policy challenges 
across our markets, with implications for revenue growth, 
product pricing, and cost efficiency. The most material 
regulatory issues by market are:

•  South Africa: Implementation of the settlement agreement with 
the Competition Commission further to the data services market 
inquiry on data price cuts, outcome and impact of ICASA’s Priority 
Market Review on the mobile broadband market, and timing and 
nature of high-demand spectrum licensing process.  

•  Tanzania: Profound impact on revenue and customer numbers of 
national biometric-based SIM registration, implementation of 
lawful interception regulations, ongoing quality of service 
regulations, introduction of financial services consumer protection 
regulations, and M-Pesa national payment switch initiative. 

•  DRC: A new national digital plan introducing changes to the DRC’s 
ICT policy framework; a claim against several operators (including 
Vodacom) for alleged unpaid taxes, which is being contested; 
implications of customer SIM registration regulations; proposed new 
handset tax; and implementation of outcome of a market review of 
the retail market for voice and data pending post COVID-19.

•  Mozambique: Implementation of lawful interception regulations, 
and implications of biometric customer SIM registration regulations.

•  Lesotho: Ongoing engagement regarding enforcement 
proceedings by the Lesotho Communications Authority and the 
alleged lack of independence of Vodacom’s previous local external 
auditors.

Strategic objective Strategic objective 

Further details are provided in our Regulatory report at 
www.vodacom.com. 

•  Strive to deliver the most engaging customer experience by 
blending the best of technology and human interaction in a 
personal, instant and easy manner. 

•  Develop insight into our customers’ needs, wants and behaviours, 
and provide propositions to lead in chosen segments.

•  Strong focus on driving competitive differentiation through 
innovative product and service offerings that enable a digital society, 
are inclusive for all, and have the least environmental impact. 

•  Aim to be the leading telco through the best network and 
IT excellence. 

•  Embedding a purpose-led culture that drives innovation 
and partnership.

•  Identify innovative opportunities for partnerships and collaboration. 
•  We aim to keep the cellphone at the centre of people’s lives where 

our customers can be entertained, pay bills, invest, lend and 
insure.

•  Increased investment in networks, smarter capital allocation, 
the provision of targeted customer propositions, ambitious price 
plays, and/or new digital offerings, often through innovative 
new partnerships.

Our response

•  Accelerated focus across our markets on implementing our Social 
Contract initiatives, democratising data access, and providing 
inclusive digital and financial services. 

•  Strengthened focus placed on ensuring robust governance 
processes and strong management of regulatory compliance 
across the Group.

•  Maintaining proactive relations with government and regulators, 
informed by a shared understanding of the need for inclusive 
economic development.

•  In South Africa, a proactive agreement was reached with the 
Competition Commission on price reductions across our monthly 
bundles and provision of free access to basic internet, essential 
services, and cheaper pricing to the poorest communities.

•  Forums created to deepen the understanding of governments 
and regulators of the scope of the mobile business and its 
contribution to governments’ developmental objectives.

•  Participation in government engagement processes when invited.

Our response

Material risk1 
7  Market disruption
9  Execution of strategic projects for future growth

See page

24

Material risk1 
3  Priority market review
5  Adverse regulatory and political pressures
6  Sociopolitical pressures
8  Access to spectrum

See page

23

1  The numbering of the material risks is according to the risk matrix shown in the principal risk section on page 22 to 25.




