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Abstract

At the dawn of South Africa’s democracy, the majority of its citizens, black, poor and
disenfranchised, found themselves at the far side of a deep digital donga:, cut off from
telephony infrastructure, services and content.

At the same time a movement to reform the telecommunications sector was sweeping the
globe, driven by technological change, business imperatives and shifting market structures.
Its vehicles were a loose cluster of international telecommunications institutions, including the
International Telecommunication Union, the World Bank and the WTO. It called for a
fundamental overhaul of existing telecommunications regimes, prescribing in their stead: the
privatisation of state-owned monopoly telephone incumbents, the introduction of competition
into the telecommunications market, and the establishment of independent regulation of the
ICT sector. And it developed and espoused a series of international ‘best practice’
interventions designed to ensure the universal availability and affordability of
telecommunications services for those individuals and communities too poor or too remote to

enjoy access to ICT infrastructure, services and content.

From 1994, the incoming ANC government embarked on a fundamental reform of the
country’s telecommunications sector, through a consultative process that led to the passage
of legislation that was to shape the country’s ICT sector going forward. In addition to creating
an independent regulator, and to providing for ‘managed liberalisation’ of the sector, this
included extensive provisions designed to ensure universal, affordable access to
telecommunications for all South Africans, particularly the country’s poor, black, rural

majority.

Rollout and service obligations were imposed on licensees. Levies were collected from
licensees, into a fund designed to finance the extension of ICT infrastructure and to support
‘needy persons’ in securing access to telecommunications services. A dedicated agency was
created to manage the fund, and to advance and promote the cause of universal access and
service. Some years later a series of licences were awarded to small-scale entrepreneurs in

order to provide telecommunications services to under-serviced areas.

1 South African term for a narrow, steep-sided, dry gully formed by water erosion.



This study documents the rise of international best practice for universal access and service,
and examines how this influenced South Africa’s adoption of the specific mix of interventions

listed above.

The study then proceeds to examine the implementation track record in respect of each of
the key interventions listed above, identifying and accounting for the relative degree of policy

success and failure in each case.

The study is informed by regime theory to account for the rise of the precepts of international
‘best practice’ in respect of universal access and service. It further uses policy diffusion and
transfer theory to examine how international practices were adopted and adapted by South
African policy-makers and regulators. Finally, the literature on policy success and failure is
used to examine and account for the implementation track record in respect of each of the
key interventions. The outcomes are shown to be at best mixed, often precarious or
conflicted, with multiple instances of outright failure.

Finally, conclusions are drawn regarding the applicability and value of the conceptual
framework adopted. Regime theory, along with the concept of epistemic communities, and
the theory of policy diffusion, are shown to offer a valuable structural framework for case
study research such as this, albeit with some limitations. Despite the implementation of
universal access and service interventions having largely failed, a long-term paradigm shift in
the ICT landscape has resulted, suggesting that theoretical and practical questions of policy

success and failure may need further examination.
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Glossary of Acronyms, Abbreviations and Terminology:

2G

3G

4G

Acacia Initiative

Access network

ADSL

ANC

Apartheid

ARPU

ASGISA

Asymmetric
regulation

Second-generation basic mobile telecommunications network or
service, for example GSM (qv)

Third-generation mobile telecommunications technology network
or service, basic broadband standard, providing a minimum data
transfer rate of 200 k/bits/sec and offering expanded broadband
capabilities for mobile data applications

Fourth-generation  mobile telecommunications technology
network or service, advanced broadband standard, offering both
mobility and very high bandwidth, benchmarked at 1 g/bit/s

IDRC (qv) programme, established in 1996, supporting ICT4D (qv)
research and demonstration projects across Africa, now
terminated

The part of the telecommunications network that provides the
direct connection to the end user, often referred to as the ‘last
mile’ or the ‘local loop’

Asymmetric Digital Subscriber Line, a data communications
technology that enables high speed data transmission over copper
telephone lines by utilising bandwidth outside normal telephony
frequency ranges, with asymmetrically greater bandwidth
assigned to download vs upload traffic

African National Congress, founded in 1912, former national
liberation movement, governing party in South Africa since 1994

System of racial segregation in South Africa, enforced through
legislation by the ruling National Party (1948 — 1994), severely
curtailing the freedoms, rights and movements of the majority
‘blacks’, ‘coloureds’ and ‘Indians’ in order to maintain ‘white’
minority rule

Average revenue per user, revenue benchmark commonly used in
mobile communication services, derived by dividing total revenue
earned by the number of subscribers, typically per year or month
Accelerated and Shared Growth Initiative for South Africa, macro-
economic policy adopted by ANC in 2006, replacing GEAR (qv)
Application of differential regulatory requirements to different
regulated entities, usually based on their levels of market power
or market share or differing USOs (qv)

2 This Glossary has been developed and compiled by the author during the course of an extensive academic

teaching career. The definitions presented here are either original, or derive from multiple sources: considered,

condensed, combined, reworked and rewritten. As such, citation of individual entries is impossible. In any event,

many of the existing glossaries and dictionaries plagiarise each other. Readers looking for a reasonably

comprehensive, third-party glossary, are referred to the ITU’s most recent glossary: (2014, p. 179ff). In addition,

Wikipedia contains useful additional information on many of entries covered here.
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AT&T

ATF

ATU

AU

Backbone

Backhaul

Bandwidth

Bantustan

Base station

Basic service

BBBEE / BEE

BEREC

Best effort

BMI-T

Broadband

American multinational telecommunications company,
headquartered in Dallas, Texas, with roots in American Telephone
& Telegraph Corporation (founded 1885), part of the Bell stable
of companies

African Telecommunications Forum, established in 1993 as a
‘black’ economic empowerment consortium in the sector,
succeeded by SACF (qv)

African Telecommunications Union, successor since 1999 to PATU
(qv), specialised agency of the African Union focused on ICTs,
with 46 member states, and 16 associate members (mostly
operators)

African Union. Established in 2002, as a continental union,
successor to the OAU (qv), it aims to promote, /inter alia, unity,
solidarity, political and social-economic integration and
development, human rights, peace and security

The core part of a telecommunications network that handles the
major voice and data traffic of a country

High-capacity fixed or wireless connectivity dedicated to the
transport of aggregate communication signals from base stations
to the core network

The range of frequencies available to be occupied by signals,
usually measured in bits per second (bit/s). The higher the
bandwidth, the faster the data transfer rate and hence the greater
amount of information that can be transmitted in a given time

Territory set aside under the policy of apartheid (qv) for ‘black’
South Africans on the basis of ethnic homogeneity, thus often non-
contiguous, in an attempt to create ‘autonomous’ nation states in
order to preserve ‘white’ minority rule in the rest of South Africa

A radio transmitter / receiver and antenna used in the mobile
cellular network, which maintains communications with handsets
etc within a given cell and which transmits traffic to other
components of the network

The provision and carriage of voice telephony service, although
some definitions also include telex and telegraph services

Broad-based Black Economic Empowerment. SA government
policy aimed at increasing wealth and participation in the economy
by groups historically disadvantaged under apartheid (qv)

Body of European Regulators for Electronic Communications,
established by the European Parliament in 2009, replacing ERG
(qv)

Traffic delivery standard in which the network exerts its best effort
to ensure that the traffic is delivered, but provides no guarantee
that all traffic will be delivered

BMI TechKnowledge, prominent ICT research and consultancy
firm (South Africa)

High capacity Internet access, usually 1 M/bit/s in one or both
directions, or as defined by the regulatory authorities from time to
time, using a range of technologies such as 3G (qv), 4G (qv), ADSL
(qv), CDMA (qv), FTTH (qv), HSPA (qv), LTE (qv), WiMax (qv) etc
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BS

BSS

BT

Bypass

Callback

Carrier Pre-select

CDMA

CDITP

Cell-C

Cellular

CEO
Cherry-picking

CIDA

CLI

Broadcasting Service, a category of electronic communications
service and licence as defined in the ECA (qv)

Business  Support  Systems. IT systems wused by
telecommunications operators to manage customer-facing
business operations, including product and customer
management, orders and billing

British Telecom (United Kingdom), incumbent fixed-line operator,
privatised in 1984

Telephony calling arrangement whereby a customer can access
long-distance, international, or other services without using the
local (monopoly or incumbent) operator's switched network, in
order to take advantage of cheaper traffic routing

Telephony calling arrangement where the originator of a
telephone call is immediately called back via a second responding
call, usually to take advantage of cheaper traffic routing

Process whereby a telephony subscriber whose line is maintained
by one company, usually a former monopoly incumbent provider,
can choose to have some of their calls automatically routed across
a different telephone company's network

Code division multiple access, a technology for digital transmission
of radio signals, based on spread spectrum techniques where each
voice or data call uses the whole radio band but is assigned a
unique code

Centre for the Development of Information Technology Policy,
ANC think tank established in 1991, focusing on ICT sector reform

Mobile telecommunications operator (South Africa), awarded SA’s
third mobile licence in June 2001, following controversial licensing
procedure, majority owned by Saudi Oger, a Saudi Arabian
construction company

Mobile telephony service provided by a network of base stations,
each of which covers the area of one geographic cell within the
total service area

Chief Executive Officer

Pejorative conceptual metaphor referring to the perceived
operator practice of selectively providing telecommunications
services to high-revenue or low-cost customers (ie usually affluent
individuals or businesses, and in urban areas) in preference to less
profitable users (ie the poor and those in rural areas). Aka ‘Cream-
skimming’ (qv)

Canadian International Development Agency, formed in 1968 by
the Government of Canada to administer foreign aid programmes
in developing countries, operating in partnership with other
Canadian development bodies such as the IDRC (qv)

Calling line identification. A telephony service that transmits a
caller's number to the called party's handset before the call is
answered
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CODESA

Collocation

Connectivity

Convergence

Corporatisation

COSATU

Coverage

CPE

Cream-skimming

CsT

CUASA

Cwu

Convention for a Democratic South Africa, negotiating forum
involving the National Party, the ANC (qv) and a number of other
political organisations, which met twice, in December 1991 and
May 1992, in a failed attempt to agree the substance and process
of a transition to democratic, majority rule

Facility-sharing in which one operator (usually: the incumbent,
subject to regulation, and for an agreed fee) houses
communications equipment of its competitor(s) to facilitate
connectivity to end users

The capability to provide end users with connections to
communication networks such as the Internet

Phenomenon marked by the increasing integration of previously
discrete ICT infrastructure and devices, services and content,
leading to the blurring of previously distinct lines between market
segments such as broadcasting, telecommunications and Internet
access

Reorganising the structure of a public sector or state-owned entity
to operate according to efficient business principles, but without
altering ownership, into a legal entity with a private-sector type of
corporate structure; often undertaken as a preliminary step
before subsequent privatisation (qv)

Congress of South African Trade Unions, historically ANC-aligned
trade union federation, founded in 1985

The extent of a mobile or wireless network, usually measured in
terms of geographic (territorial area) or population coverage,
often expressed as a percentage

Customer premises equipment, end user devices connected to the
telecommunications network, such as telephones, handsets,
computers

Pejorative conceptual metaphor referring to the perceived
operator practice of selectively providing telecommunications
services to high-revenue or low-cost customers (ie usually affluent
individuals or businesses, and in urban areas) in preference to less
profitable users (ie the poor and those in rural areas). Aka
‘Cherry-picking’ (qv)

Community service telephone, a subsidised universal access
model intended to provide telephony services to under-serviced
areas and communities, a key component of the USOs (qv)
imposed on the mobile licensees in South Africa

Communications Users Association of South Africa, umbrella body
representing business users of telecommunications services,
established in 2001

Communication Workers” Union, an affiliate of COSATU,
organising workers in the ICT sector. Established in May 1996
through a merger of the largely ‘'Black’” Post and
Telecommunication Workers Association (POTWA) with the
(‘Indian’) South African Post Telecommunication Employees
Association (SAPTEA) and the (*Coloured”) Post Office Employees
Association (PEASA)
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Cybercafé

DBSA

DECT

Digital divide

DoC

Dominance

dti

DTPS
e-rate

EC

ECA
ECS
ECNS

End user

Place where one can use a computer with Internet access for a
fee, usually per hour or minute, and which may or may not serve
as a regular café as well. Also known as an Internet café

The Development Bank of Southern Africa, established in 1983 to
support  gpartheid-created ‘bantustans’, now supporting
developmental infrastructure provision in South Africa and the
African continent through access to development finance and by
promoting sustainable development solutions

Digital enhanced cordless telecommunications, a radio technology
standard using time division multiple access (TDMA) for voice data
applications (such as cordless telephones, wireless offices and
even wireless telephone lines to the home), and which Telkom
(qv) unsuccessfully rolled out to meet some of their USOs in rural
areas

Economic and social inequality between categories of persons in
respect of access to, use of, or knowledge of ICTs (qv), usually
highlighting disparities according to demographic categories such
as wealth, geographic location, race, gender, education etc. The
divide between differing countries or regions of the world is
referred to as the global digital divide

Department of Communications, formerly the Department of Posts
and Telecommunications, later split into Department of
Telecommunications and Postal Services (DTPS) and Department
of Communications (DoC) in May 2014

Regulatory classification of an operator that has the largest market
share in a given market segment or that is otherwise able to
exercise significant market power in the same or other market
segments

Department of Trade and Industry (South Africa), government
department responsible commercial and industrial policy, and its
implementation

See DoC (qv)

The provision of discounted rates to eligible educational
institutions to fund access to telecommunications, the Internet
and related services

European Commission, executive body of the EU (qv), responsible
for proposing legislation, implementing decisions, upholding EU
treaties and managing the day-to-day business of the EU
Electronic Communications Act, No 36 of 2005, as amended in
2007 & 2014

Electronic Communications Service, a category of communications
service licence, as defined in the ECA (qv)

Electronic Communications Network Service, a category of
communications infrastructure licence, as defined in the ECA (qv)

The individual or organisation that originates or is the final
recipient of information carried over a communications network
(ie the consumer)
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EPG

ERG

Essential facilities

EU

Ex-ante regulation

Ex-post regulation

Exclusivity

FABCOS

FCC

FTTH

Functional separation

G-7

Gateway

GATS

Eminent Persons Group, five-person task team appointed at the
end of the 1995 Mount Grace Colloquium to advise and oversee
the drafting of the 1996 White Paper and Telecommunications Act
to ensure policy consistency with outcomes of the Colloquium

European Regulators Group, established in 2002 by the European
Commission as an umbrella body for regulators of electronic
communications networks and services

Critical network facilities that may act as bottlenecks to national
or international connectivity and hence act as a barrier to the
provision of telecommunication services

European Union, politico-economic union established in 1993,
currently with 28-member states located primarily in Europe

Regulation which involves setting specific rules or restrictions to
prevent anti-competitive or otherwise undesirable market activity
by operators before it occurs, or to promote effective function of
the network (eg interconnection (qv)), or to achieve socially
desirable goals (eg UAS (qv))

Regulation which deals with anti-competitive or undesirable
market conduct after transgressions occur, by applying sanctions
or corrective measures

Temporary period of monopoly granted, usually to the incumbent
licensee, either to entice investors or in return for achieving rollout
targets

Foundation for African Business and Consumer Services, a
national association of rural and township small businesses

Federal Communications Commission (United States of America),
independent US regulatory agency for interstate communications,
created in 1934

Fibre-to-the-home, provision of a high-speed, fibre-optic, Internet
connection to provide a broadband (qv) service at household level

Requiring an operator (usually a vertically-integrated dominant
operator, such as the incumbent) to establish independently
operated business divisions (usually by separating wholesale and
retail operations) and to apply non-discriminatory terms of sale
(eg timescales, terms and conditions, pricing, QoS (qv)) to all
undertakings, including those within the parent company

Grouping of seven major advanced economies (Canada, France,
Germany, Italy, Japan, the United Kingdom, and the United
States) which meets to discuss primarily economic issues.

A network node or switch for providing access to another network
(which may or may not include protocol conversion). An
international gateway interconnects a national telephone network
with one or more other international networks, thus providing
cross-border connectivity

General Agreement on Trade in Services, founding treaty of the
WTO, extending the multilateral trading system to the service
sector, which entered into force in 1995 following the Uruguay
Round negotiations
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GATT

GCIS

GDP

GEAR

GMPCS

Green Paper

GSM

GSMA

HSPA

Household
penetration

IAP

IBA

ICASA

ICC

General Agreement on Tariffs and Trade, a multilateral agreement
regulating international trade with effect from January 1948, in
lieu of the failure of negotiating governments to create an
International Trade Organization (ITO)

Government  Communication and Information  System,
government propaganda agency established in 1998

Gross domestic product, the market value of all final goods and
services produced within a country in a given time period

Growth, Employment, and Redistribution, controversial neo-liberal
macro-economic policy framework of the South African
Government from 1996 to 2000, which included privatisation and
the removal of exchange controls

Global mobile personal communications by satellite, non-
geostationary satellite connectivity intended to provide global
communications coverage to small handheld devices

Official consultation document issued by government for public
debate in preparation for major policy or legislative changes,
setting out tentative policy proposals or posing questions for
discussion and feedback, usually leading to a White Paper (qv)

Global System for Mobile Communications (originally Groupe
Spécial Mobile), dominant global technology for mobile telephony
networks

GSM Association, global association of mobile operators and
related companies

A mobile broadband technology, amalgamating two mobile
telephony protocols, High Speed Downlink Packet Access (HSDPA)
and High-Speed Uplink Packet Access (HSUPA), to extend and
improve the performance of existing 3G (qv) mobile
telecommunications networks

A measure of access to telecommunications showing the
proportion of total households within a defined geographical area
reached by the specified service (eg fixed-line telephony,
broadband access)

Internet access provider, an ISP (qv) providing Internet access
and services to other ISPs

Independent Broadcasting Authority, established in 1993 to
regulate broadcasting, and later merged with SATRA (qv) to form
ICASA (qv)

Independent Communications Authority of South Africa, ICT
sector regulator in South Africa, established in 2000, via a merger
of the Independent Broadcasting Authority (IBA (qv)) and the
South African Telecommunications Regulatory Authority (SATRA
(av))

International Chamber of Commerce, founded in 1919 as an
international association to serve world business by promoting
trade and investment, open markets for goods and services, and
the free flow of capital
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ICT

ICT4D

IDC

IDRC

IMF

Incumbent
infoDev

Information society

Infrastructure
sharing

Interconnection

Internet

INTUG

Information and communications technologies, umbrella term,
often loosely used, encompassing the integration of
telecommunications, computers and audio-visual systems, which
together enable users to access, store, transmit, and manipulate
information

The uses of Information and Communications Technologies as
used for Development, including in the fields of socio-economic
development (such as community projects, poverty alleviation,
agriculture, healthcare, education) and human rights

Industrial Development Corporation, government-owned national
development finance institution set up in 1940 to promote
economic growth and industrial development in South Africa

International Development Research Centre (Canada), established
in 1970 as a semi-independent body supporting research in
developing countries to promote growth and development, and
initiator of the Acacia Initiative (qv)

International Monetary Fund.  United Nations international

financial institution created at the 1944 Bretton Woods
Conference. Aims to promote international monetary co-
operation, facilitate international trade, foster sustainable

economic growth, and provide loans to members experiencing
balance of payments difficulties

Existing operator in a market when it is opened to competition

A global multi-donor programme in the World Bank (qv) Group,
set up in 1995 with a focus on ICT for development research,
which collaborates extensively with the ITU (qv)

Social order in which the creation, distribution, use, integration
and manipulation of information is a significant economic, political,
and cultural activity

Sharing between operators of agreed components of the network,
either due to commercial imperatives or because of regulatory
requirements, either in the form of Passive Infrastructure Sharing
(non-electronic infrastructure - such as base stations, air-
conditioning, power supply, ducting etc) or via Active
Infrastructure Sharing (electronic infrastructure - such as
roaming, the radio access network, backhaul, core transmission
etc)

The physical and logical connection of two operator networks,
thereby allowing customers of one network to connect with
customers of the other, or to access services provided from the
other, thereby increasing the benefit of the network to all end
users

Interconnected global communications networks that use the
Internet protocol

International Telecommunications Users’ Group, Brussels-based
international association of business users of telecommunications,
founded in 1974
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IP

IPO

ISAD

ISPA

ISP

ITRs

ITU

Knowledge economy

LDCs

Leased line

Least-cost Routing

Least subsidy auction

Internet protocol, the dominant network layer protocol or set of
rules governing the format of data within the TCP/IP protocol
suite, used to encode data packets for transmission over the
Internet or other network

Initial public offering, process by which shares in a private or
state-owned company are listed on the stock market in order to
raise capital, and to transform the company into a public company

Information Society and Development, conference held in
Midrand, South Africa, 13 — 15 May 1996

Internet Service Providers’ Association, established in 1996 as an
association of entities providing Internet infrastructure and
services

Internet Service Provider, company providing end users access to
the Internet and to online services such as e-mail

International ~ Telecommunications  Regulations,  binding
international treaty, adopted through the ITU (qv) in 1988,
covering the definition of international telecommunication
services, cooperation between countries, safety of life and priority
of telecommunications and charging and accounting principles

International Telecommunication Union, formed in 1865 as the
International Telegraph Union, became in 1947 a specialised
agency of the United Nations responsible for issues concerning
information and communications technologies

System of production and consumption based on intellectual
capital, in which economic growth is dependent on the quantity,
quality, and accessibility of the information available, rather than
on agricultural or industrial production

Least developed countries, those countries (currently 48 in
number) that, according to the United Nations, exhibit the lowest
indicators of socioeconomic development, covering poverty,
human resource weakness and economic vulnerability

A point-to-point permanently-connected communication channel
or circuit rented out by a network operator to an individual
subscriber for their exclusive use, usually for telephony, data or
Internet services between geographically distant premises.
Interconnection between leased lines and the PSTN is not
permitted in many jurisdictions.

(LCR) The process of selecting the path of outbound (usually
voice) communications traffic specifically in order to reduce cost.
Operators do this as a standard business practice; consumers can
also do so where carrier pre-select is in operation. The function
is also often automated by a device or software program known
as a 'Least Cost Router’, often installed by businesses on their
PABX (qv).

Competitive tender process whereby bidders compete for a licence
or project award based on the level of subsidy requested. The bid
with the lowest subsidy requirement is scored the best.
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Liberalisation

Lifeline Tariff

LRIC

LTE

M2M

Market efficiency gap

MDDA

MDGs

MERG

MFN

MMS

MPCC

(1) more generally, the relaxation of previous government
restrictions affecting the ICT sector, through privatisation of the
incumbent operator, the introduction of competition, and the
establishment of a national regulatory authority, sometimes also
referred to as deregulation; (2) more specifically, the introduction
of competition in the ICT sector through licensing additional
service providers

A pricing structure that involves the provision of a free or
subsidised block of services, covering basic needs, and aimed at
providing support to low-income households

Long Run Incremental Costing, a cost modelling methodology
often used to determine the price paid by competitors for services
provided by an operator with significant market power

Long Term Evolution, a telephone and mobile broadband
communication standard, offering data speeds on the threshold of
4G (qv)

Machine to machine communication, direct communication
between devices without direct human intervention, ranging from
industrial instrumentation to IP communication over the mobile
network via the Internet of Things (IoT)

Component of universal access and service model that exhorts
policy-makers and regulators to achieve UAS goals by stimulating
market forces and removing regulatory blockages

Media Development and Diversity Agency, established by Act of
Parliament in 2002 to support and fund community media and
small commercial media in the interests of the historically
disadvantaged and under-served

Millennium Development Goals, objectives and targets agreed to
by participating countries and the world’s leading development
institutions at the 2000 Millennium Summit of the United Nations,
and set out in the United Nations Millennium Declaration

Macro-Economic Research Group (South Africa), formed by the
ANC in November 1991 as an econometric think tank, but later
side-lined

Most Favoured Nation status, a method of ensuring non-
discriminatory treatment amongst members of an international
trading entity, such as the WTO, by requiring that the terms of
trade of one country do not discriminate against another in favour
of a third

Multimedia Messaging Service, a standard way to send messages
that include multimedia content such as images and sound clips
to and from mobile phones

Multi-Purpose Community Centre, a telecentre offering a broad
range of ICT services, with a political motivation to support the
participation and upliftment of a disadvantaged group
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MTN

MTRs

MVNO

NABVU
NAFCOC

NAIL

Neo-liberalism

NeoTel

NGN

Non-discrimination

NITF

NRF

Mobile  Telephone  Networks, second largest mobile
telecommunications operator in South Africa, licensed in 1993.
Originally owned by pay-tv provider M-Net and BEE (qv) partners,
MTN is now a listed multinational mobile telecommunications
company, operating in predominantly in African countries.

Mobile termination rates, the fees mobile operators charge other
operators to terminate calls on their networks, which are a
significant input cost in providing the retail service of fixed-to-
mobile and mobile-to-mobile calls

Mobile virtual network operator. An MVNO sells mobile phone
services without owning its own wireless network infrastructure.
It secures bulk access to network services at wholesale rates from
an existing mobile network operator, and sets its own retail prices
under its own branding.

National Association of Business Voice Users (South Africa)

National African Federated Chamber of Commerce, established in
1964 as an umbrella body for ‘black’ traders and to promote ‘black’
business interests

New African Investments Limited, founded in the early 1990s by
prominent Soweto activist Dr Nthatho Motlana as a vehicle for
black economic empowerment, originally main BEE (qv) partner in
MTN (qv)

Pejorative term for the 20th-century resurgence of 19th-century
ideas associated with laissez-faire economic liberalism, sometimes
referred to as the ‘Washington Consensus’, including privatisation
(qv), fiscal discipline, deregulation, free trade, reducing the role
of government in the economy and society

Second fixed-line telecommunications operator in South Africa,
licensed in 2005, now majority owned by Liquid Telecom
(Zimbabwe)

Next-generation Network, a broad term for body of key
architectural and technological changes in telecommunications
access and core networks to provide packet-switched (usually
using the Internet protocol), high-bandwidth, quality-of-service
enabled, converged services, natively encompassing voice, data
and additional media such as video

Condition requiring an operator not to apply less favourable
technical and commercial conditions on any competitor than what
it would apply to itself, its subsidiaries or its affiliates, in the
delivery of services

National Information Technology Forum, a stakeholder body
established to discuss information society issues leading up to the
1996 ISAD Conference

National Revenue Fund, Treasury account specified in the
Constitution, into which all money received by the national
government must be paid, unless reasonably otherwise specified
by legislation
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NTCA

NTF

NTIA

NTPP

NTUG

OAU

OECD

Ofcom

Oftel

0SS

Packet

PABX

National Telephone Cooperative Association (now styling itself The
Rural Broadband Association), a US-based industry association
established in 1954, bringing together over 1 000 independent,
community-based rural and small-town telecommunications
companies, providing advocacy and a range of support services

National Telecommunications Forum, a stakeholder body
established as a negotiating platform in the lead up to the 1996
Telecommunications Act

National Telecommunications and Information Administration
(US), government agency principally responsible for advising the
President on telecommunications and information policy issues

National Telecommunications Policy Project, supported by the
IDRC (qv) with additional funding from CIDA (qv), established in
1995 as a stakeholder negotiating vehicle under the Minister of
Posts and Telecommunications to prepare Green and White
papers on telecommunications

National Telematics User Group (South Africa), founded in 1978
as an association of business users of telecommunications services

Organisation of African Unity (1963-2002). Forerunner of the
African Union (AU, qv), founded in 1963, inter alia to strengthen
co-operation amongst African states, to oppose colonialism, and
to promote development and solidarity

Organisation for Economic Co-operation and Development,
international economic organisation of 34 countries founded in
1961 to stimulate economic progress and world trade, and to
provide a platform to compare policy experiences, to seek answers
to common problems, to identify good practices and to co-ordinate
the domestic and international policies of its members, who
describe themselves as committed to democracy and the market
economy

Office of Communications (United Kingdom), established in
December 2003 as converged super-regulator for telecomms,
broadcasting and postal services

Office for Telecommunications (United Kingdom), telecomms
regulator from its establishment in 1984 until its absorption into
Ofcom (qv) in 2003

Operational Support Systems. Computer systems used by
operators to control and manage their networks, and which
support network management functions, including network
inventory and configuration, fault management and service
provisioning

Block or grouping of data that is treated as a single unit for
transmission within a communications network

Private automatic branch exchange, automatic telephone
switching system within a private enterprise, which provides
internal telephone connectivity, and which connects externally to
the PSTN (qv)
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PATU

Pay or Play

PAYE
PIT

PNC-ISAD

POTWA

Privatisation

PSTN

PSTS

PTN

PTT

Public Protector

Pan-African Telecommunications Union, established in 1977 as a
specialised agency of the Organisation of African Unity (OAU, qv)
focused on telecommunications, succeeded in 1999 by ATU (qv)

Mechanism whereby licensees may opt to fulfil their USOs (qv)
either through implementation of approved universal access and
service projects or via contributions to agreed financial
mechanisms such as the USF (qv)

Pay as you earn income tax

Public Information Terminal, a self-service, Internet-connected
kiosk, developed jointly by the DoC (qv) and SAPO (qv) in 1998,
connected to the Internet, pre-loaded with local government
information, and rolled out in Post Offices country-wide

Presidential National Commission on the Information Society and
Development, established in 2001 by President Thabo Mbeki to
make recommendations on how ICTs (qv) can be developed and
used to accelerate South Africa’s development programmes

Posts and Telecommunications Workers' Association, COSATU-
aligned trade union, organising mainly ‘Black” workers at SAPT
(qv) to oppose racism in the workplace. Founded in Soweto on 1
August 1986, it later merged with the (‘Indian’) South African Post
Telecommunication Employees Association (SAPTEA) and the
(‘Coloured”) Post Office Employees Association (PEASA) to form
the Communication Workers’ Union (CWU)

Process of transferring ownership or control of a
telecommunications or other enterprise, partially or fully, from the
public sector (state ownership) to the private sector, either
through the sale of an equity stake (asset sale privatisation) or by
issuing shares on the stock exchange (share issue privatisation),
or both. One of the core principles of neo-liberalism (qv).

Public switched telephone network, aggregates the world's circuit-
switched telephone networks operated by national, regional, or
local telephony (qv) operators, providing infrastructure and
services for public telecommunication. Includes telephone lines,
fibre optic cables, microwave transmission links, cellular networks,
communications satellites, and undersea telephone cables, all
interconnected via switching centres

Public switched telephone service, telephony service provided
over the PSTN (qv)

Private telecommunications network, a network based on leased
lines or other telecommunications facilities, which are used to
provide connectivity and services within an organisation or closed
user group as a complement or a substitute to the PSTN (qv)

Postal, telegraph, and telephone entity, typically a state-owned
incumbent monopoly service provider

One of the six independent institutions set up under Chapter Nine
of South Africa’s Constitution to support and defend democracy;
empowered to investigate and make rulings in relation to
government maladministration, improper conduct by government
functionaries, and corruption and other improper acts with respect
to public monies
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QoS

Regulator

Regulatory capture

Regulatory state

Resale

RIA

Roaming

SABC

SACF

SACP

SADC

Quality of service, a measure (mostly quantitative) of the
performance of a telecommunications network, particularly as
experienced by the users of the network, usually via recording
various metrics for the service, such as error and dropped call
rates, faults and fault response times, bandwidth, throughput,
transmission delay, availability, jitter, etc

Regulatory Authority or Regulatory Agency. A public entity
established in law by government, with responsibility to exercise
autonomous authority and supervision over a designated area of
economic or social activity, usually by means of secondary
legislation (ie regulation)

An instance of politically corrupt institutional failure which can
afflict a regulatory authority created to act in the public interest,
when instead it advances the narrow sectoral interests of one or
more of the specific groups that it is charged with regulating

Model of governance where the state pursues an economic policy
privileging arm’s-length regulation and arbitration of market
exchanges over direct intervention, usually through the
establishment of one or more regulatory agencies (qv)

The offering to users or customers for profit of ICT services
obtained from another ICT service provider

Regulatory Impact Assessment, a report providing a detailed and
systematic appraisal of the potential impacts of a new regulation
in order to assess whether the regulation is likely to achieve its
desired objectives

Arrangement allowing customers of one mobile operator to access
mobile services via the network of another when outside to
coverage area of their service provider, such as when travelling
abroad

South African Broadcasting Corporation, state-owned, nominally
public service broadcaster, established in 1936 as a state
broadcaster, latterly subject of much public controversy

South African Communications Forum, successor to the African
Telecommunications Forum, formed in 2001 as a non-profit,
membership-based industry association, representing a range of
stakeholders in the ICT sector, including the public and private
sectors and civil society organisations

South African Communist Party, founded in 1921 as the
Communist Party of South Africa, outlawed in 1950, and later re-
established underground as the SACP, in political alliance with the
ANC (qv)

Southern African Development Community, successor to the
Southern African Development Coordination Conference (est
1980), established in 1992 as an inter-governmental organisation,
currently comprising 15 southern African countries.  With
headquarters in Gaborone, Botswana, it aims to advance socio-
economic development, political and security co-operation and
integration amongst its member states.
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SANCO

SAPO

SAPT

SARS

SATCC

SATRA

Sentech

Signal distribution

SIM

SIU

Smart subsidy zone

Smartphone

SME

South African National Civics Organisation, launched in 1992 as an
ANC-aligned umbrella body for township-based civic organisations
that had organised local communities around a range of service
delivery issues

South African Post Office, established in 1991 through the
separation of SAPT (qv) into postal and telecommunications
companies

South African Posts and Telecommunications, state-owned
integrated entity providing telecommunications and postal
services until 1991, when it was splt into Telkom
(telecommunications) and the SA Post Office

South African Revenue Service, administratively autonomous tax-
collection agency of the South African government, charged with
collecting revenue and ensuring compliance with tax law

Southern Africa Transport and Communications Commission, sub-
structure of SADC (qv), now phased out

South African Telecommunications Regulatory Authority,
established in 1997, and later merged with the IBA (qv) to form
ICASA (qv)

Established in 1992 as the signal distribution (qv) division of the
SABC (qv), later separated as a public company in terms of the
1996 Sentech Act

Process of conveying radio or television signals from a
broadcasting service provider and transmitting them to the end
user

Subscriber identity module, an integrated circuit that securely
stores the international mobile subscriber identity (IMSI) and the
related key used to identify and authenticate subscribers on
mobile telephony devices (such as mobile phones and computers),
often counted as a proxy for subscribers

Special Investigating Unit, a public anti-corruption body
established by legislation in 1996, to prevent or recover financial
losses to the state caused by acts of corruption, fraud and
maladministration

Component of universal access and service model that identifies
people and communities too poor or too remote to be reached by
market-based regulatory measures alone, but who are able to
sustain access to communications services after initial support (eg
free handset, subsidised base station, etc)

A mobile phone, typically having a touchscreen interface, that
includes much of the functionality of a number of other digital
devices, such as a computer, a camera, a camcorder, a music and
movie player, a GPS, a personal digital assistant. It provides
Internet access, e-mail and web browsing, and an operating
system capable of running downloaded applications.

Small and medium enterprise(s), comprising in South Africa’s
communications sector:  companies with fewer than 200
employees, and an annual turnover of less than R 26 million, and
assets of less than R 6 million
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SMP

SMS

Soweto

Stats SA

SIC

TBVC states

Telecentre

Teledensity

Telecommunications

Telephony

Telkom

Tripartite Alliance

Significant market power, the ability of a firm in a defined market,
either individually or jointly with others, to exercise dominance -
ie to occupy a position of economic strength affording it the power
to behave to an appreciable extent independently of competitors,
customers, and ultimately consumers

Short Message Service, a widely-used mobile telephony service
providing text messages of up to 160 characters

South Western Townships, apartheid-created dormitory township
for ‘black’” South Africans outside Johannesburg, now part of the
City of Johannesburg

Statistics South Africa, successor to the Central Statistical Service,
a national statistical service established to produce timely,
accurate, and official statistics in order to advance economic
growth, development, and democracy, via official demographic,
economic, and social censuses and surveys

Standard Industry Classification, a system, established in the US
(qv) in 1937, for classifying industrial sectors by means of a
hierarchical four-digit code

Transkei, Bophuthatswana, Venda, and Ciskei, four nominally
independent (their ‘independence’ was not officially recognised
outside of South Africa) states created under the Bantustan
programme of grand gpartheid (qv), listed in order of date of
‘independence’

A public place where people can access computers, the Internet,
and other digital technologies that enable them to gather
information, create, learn, and communicate with others through
the use of digital technologies to bridge the digital divide and to
support community, economic, educational, and social
development

A measurement of access to telecommunications within a defined
geographic area, calculated by dividing the number of subscribers
to a specific service (eg fixed-line, mobile) by the corresponding
total population, with the result usually expressed as a percentage
Domestic or international transmission of information by wire,

radio waves, optical media or other electromagnetic systems,
between or among points of the user’s choosing

Voice telecommunications, a service providing point-to-point voice
communication primarily, in real-time or interactively, through the
use of appropriate equipment, usually via a telephone call
Incumbent telecommunications operator in South Africa,
successor to SAPT (qv), historically providing fixed-line telephony
and data services, originally wholly state-owned, now partially
privatised

Ruling party political alliance in South Africa, comprising the ANC
(qv), COSATU (qgv) and the SACP (qv)
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True access gap

UAS

UK
UN
Universal Access

Universal Service

us
USA

USAASA

USAF

USAL

USAO

USF

Component of universal access and service model that identifies
people and communities too poor or too remote to be reached by
market-based regulatory measures, and therefore requiring
permanently ongoing support to enjoy access to communications
services

Universal Access and Service, currently preferred ITU (qv)
terminology, an umbrella term, loosely covering both universal
access and universal service

United Kingdom
United Nations

A policy of government to make ICT infrastructure and services
available, at affordable prices, to as many people as possible
through common points or shared end-user facilities such as
libraries, schools, health-centres, community centres, public call
offices and pay-phones. This policy also applies to advanced
information services, such as the provision of Internet services
and broadband access, and applications such as tele-education,
tele-medicine and electronic commerce.

A policy of government to make ICT infrastructure and services,
including advanced ICT infrastructure and services, available
throughout the country at affordable prices so that they are either
available or easily accessible to anyone whenever they are
needed, regardless of geographical location, with due regard to
people with special needs

United States of America

Universal Service Agency, state entity set up in 1997 under the
1996 Telecommunications Act to promote and facilitate universal
access and service, and to manage the Universal Service Fund.
Later renamed the Universal Service and Access Agency of South
Africa (USAASA qv) under the 2005 Electronic Communications Act

Universal Service and Access Agency of South Africa, successor to
the USA (qv) under the 2005 Electronic Communications Act

Universal Service and Access Fund (South Africa), successor to
South Africa’s USF (qv) under the 2005 Electronic Communications
Act

Under-serviced area licence / licensee (South Africa), category of
licence introduced in 2001 by Amendment to the 1996
Telecommunications Act, requiring successful bidders to provide
telecommunications infrastructure and services to areas with low
fixed-line teledensity

Universal Service and Access Obligation (South Africa), term
adopted by ICASA (qgv) to refer to USOs

Universal Service Fund: (i) a fund into which contributions
imposed on operators or derived from other sources are paid for
the purpose of providing basic and advanced ICT infrastructure
and services to underserved areas, communities or individuals
who cannot afford such services on their own; (ii) the fund
(South Africa) set up for this purpose under the control of the USA
(qv) in terms under the 1996 Telecommunications Act
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uso

VANS

Vodacom

VoIP
VSAT

WASP

White Paper

WiFi

WiMax

WISP

World Bank

WSIS

WTO

Universal Service Obligation, mandatory stipulation imposed on
operators / licensees, requiring, /nter alia, network rollout or
facilities or service provision to under-serviced areas and
communities

Value-added network services, ICT services provided over public
or private networks which, in some way, add value to the basic
carriage, usually through the application of computerised
intelligence

Largest mobile telecommunications operator in South Africa,
licensed in 1993. Originally jointly owned by Telkom (qv) and
Vodafone (UK), now majority-owned by Vodafone, Vodacom is a
JSE-listed multinational mobile telecommunications company,
operating in several African countries.

Voice over IP, generic term used to describe the techniques used
to carry voice traffic by means of Internet Protocol

Very small aperture terminal, a two-way satellite ground station
with a dish antenna that is smaller than three metres in diameter

Wireless Applications Service Provider, a company that provides
remote services, typically to handheld devices, such as cell
phones, that connect to wireless data networks

Official public document issued by government setting out policy
positions, usually in preparation for major legislative changes;
often preceded by a Green Paper (qv), and sometimes inviting
stakeholder comment

Short-range wireless local area computer networking technology
that allows electronic devices to interconnect

Worldwide Interoperability for Microwave Access, a fixed wireless
communications standard providing long-range, high-bandwidth
wireless connectivity, used to provide broadband access or
telecommunications backhaul (qv)

Wireless Internet Service Provider, a company providing Internet
services over a network based on wireless technologies.

United Nations international financial institution, created at the
1944 Bretton Woods Conference, which provides loans to
developing countries for capital programmes, and which has the
reduction of poverty as its official goal, with its decisions guided
by a commitment to the promotion of foreign investment and
international trade and to the facilitation of capital investment

World Summit on the Information Society, two conferences (2003,
Geneva & 2005, Tunis) sponsored by the United Nations, focusing
on information, communication and the information society, which
aimed to bridge the global digital divide by increasing access to
the Internet in the developing world, and which has been followed
by ongoing stocktaking and other activities

World Trade Organisation, an intergovernmental organisation to
regulate international trade, established in 1995 to succeed the
General Agreement on Tariffs and Trade (GATT qv)
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1 The Digital Donga

In 1990, when Nelson Mandela walked out of Pollsmoor Prison and stood before the people
of South Africa, he faced a country starkly divided by years of racial oppression and economic
exploitation. White minority rule had arrogated to itself the spoils of exploitation and plunder.
Apartheid rule had ensured that ‘white” South Africans prospered, with access to the best
housing, the most well-resourced schools and hospitals, the best-paying jobs, whilst the
country’s *black’ majority were systematically excluded and deprived in every facet of life and
society. It was a society deeply divided along the sharp lines of racial categorisation in respect

of almost every socio-economic indicator: income, education, employment, health, housing.

1.1 1990: Two-tier Telephony

Access to telephony: was one amongst many such socio-economic divisions afflicting
apartheid South Africa. Both academic literature and common parlance use the term ‘digital
divide’ to refer to the division between those who have access to telephony and those who
do not. Commonly the ‘digital divide’ marks differential access to telecommunications and
other information and communications technology (ICT) services based pre-eminently on key
demographic categories such as income and geographic location, but also extending into
gender, linguistic, educational, literacy and disability. In South Africa, however, it was the
racial categorisations imposed and fostered by gpartheid that were the prime predictors and

causes of lack of access to telecommunications and other ICTs.

In 1990, access to telephony meant access to fixed-line telephones, provided over copper
cables to black bakelite handsets, by a single state-owned entity, South African Posts and
Telecommunications (SAPT). Mobile telephony was still in its infancy globally:, and had yet
to arrive in South Africa. Email was still the province of academics and geeks, and the concept

of the Internet had only just been born.

% Voice telecommunications services. See the Glossary above for more formal definitions of ‘telephony’ and other

technical terms used in the analysis.

4 The first commercial automated cellular mobile network had been launched in Japan in 1979.



In 1990 the overwhelming majority of ‘white” South Africans had such a telephone in their
homes; less than one in a hundred of their ‘black’ fellow countrymen enjoyed this privilege
(ANC, 1994b, p. Section 2.8.1). The first proper national census, conducted a few years later
(when there were already two mobile operators in the market) underscores the point. It
reports that 88,5% of ‘white’ South Africans had a “telephone in dwelling/cellular phone"s
compared to a mere 11,3% of ‘black’ South Africans (Stats SA, 1996, p. 80). Only 0,8% of
‘white’ South Africans had “no access to a telephone” compared to 24,4% of the ‘black’
counterparts. Similarly, access was heavily skewed in favour of the more urbanised economic
centres of the country, with 55,2% and 45,3% of Western Cape and Gauteng homes reporting
a “telephone in dwelling/cellular phone”, while high proportions of homes in provinces
containing former bantustans had no access to telephony (45,3% in the Eastern Cape and

30,5% in the then Northern Province).

A 1992 report, commissioned by the outgoing National Party government, makes the point

eloguently in an oft-cited diagram (see Figure 1.1 below).

Figure 1.1: Teledensity: ‘White’ RSA vs 'Black’ RSA
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Source: (Coopers & Lybrand, 1992, p. 9)

5 Before the advent of prepaid mobile, cellular telephony was still in its infancy in South Africa at the time, confined
largely to the more affluent sectors of the society. Nonetheless, its subscriber base was closing in on 1 million,

somewhat under 20% of the total voice telephony market.



It was this stark divide - this yawning chasm between affluent, urban ‘whites’ with easy
access to telephone services and the ‘black’ majority, economically disadvantaged and
consigned to urban ghettoes and rural slums - that confronted the African National Congress
as it contemplated what policies and practices to adopt in the lead up to South Africa’s first

democratic general election in 1994.

Mandela would have been familiar with the dongas that scarred the brown hills where he
grew up in Qunu, deep red scars slashed across the landscape, angry signs of deprivation
and drought. The deep and lasting scar of a donga is therefore an appropriate metaphor for
the particular South African flavour of the profound digital divide inflicted by apartheid on the
country, a chasm that cut the majority of the country’s population off from universal access

to telecommunications service, primarily on the basis of racial categorisation.

1.2 Researching Universal Access and Service

The purpose of the research in the chapters that follow seeks to illuminate the road travelled
by South Africa in its attempts to ensure universal access, initially to telephony and, latterly,
to a broader range of ICTs, over a 20-year period. International good practice was adopted

and adapted, then implemented, with varying degrees of policy success and failure.

The research undertaken here seeks to chart that trajectory, and to draw conclusions from
that story. It is largely a history of universal access and service in relation to South Africa,
but a history illumined through the lens of a carefully constructed conceptual and analytical
framework. It will thus produce the first complete study of South Africa’s interventions in

pursuit of the policy goal of universal access and service.

The rise of universal access and service within the broader context of ICT sector reform will
be documented and accounted for. In addition, the research will chart how the various
components of what has come to be considered international good practice in respect of

universal access and service, coalesced and achieved hegemony.

The research will further examine the factors that led to the adoption of universal access and
service as key components of South Africa’s ICT sector reform programme, analysing how
these factors influenced the adoption and implementation of universal access and service
interventions, and assessing how the process impacted on policy outcomes. Factors will
include those internal to the South African socio-political context, of both a structural nature
and those driven by the various actors, as well as those impacting from external sources.



Further, this research will seek to account for and explain how the policy objective was
translated from its initial conception into specific programmatic interventions. This will entail
an examination of appropriate theoretical frameworks accounting for policy adoption,
implementation and impact in the broader context of regulatory theory. Inter alia, regime
theory, along with the bodies of theory relating to policy transfer / diffusion and to policy
success / failure will be drawn on to conceptualise South Africa’s experience of universal

access and service policy and regulation.

From these diverse but overlapping strands of theory a conceptual model will be constructed
that seeks to account for the trajectory between policy conception and programmatic
execution. This conceptual model will then be tested through an analysis of the history of
universal access and service as its implementation unfolded in South Africa, so that the model

may then further be refined or amended.

The research adopts a specific time-frame, focusing on the 20 years between 1994 and 2014.
This is not an arbitrary choice, but one that covers a defined era for South Africa’s ICT sector.
1994 marks the election of the first ANC government, which preceded and kick-started the

formal process of ICT sector reform.

2014 marks the widely-commemorated anniversary of 20 years of democracy in South Africa.
It also marks the fourth re-election of the ANC to power, under the leadership of scandal-
ridden President Jacob Zuma, and albeit with a reduced majority. It also marks an attempt
by the ANC to unscramble the convergence egg: in a widely condemned move, the Ministry
of Communications was dismembered and split into two, with Faith Muthambi as Minister of
Communications, and Siyabonga Cwele as Minister of Telecommunications and Postal

Services.

The research will thus provide, on the one hand, the first comprehensive history of South
Africa’s engagement with universal access and service over a 20-year period. On the other
hand, however, it will seek to contribute to a theoretical understanding of how policy is
adopted and implemented, of what constitutes policy success and failure, and of the complex
conjunction of forces that can cause the policy process to go awry. The lessons from the
study will thus seek to contribute to a broader understanding of policy adoption and
implementation within a changing political context. Such lessons may then suggest a more
comprehensive, better balanced and more nuanced matrix of best practice universal access

and service interventions, one perhaps more widely applicable to developing countries.



1.3 ICT Access Today

Today South Africa has many more mobile phones than inhabitants, and the fixed-line
customer network is now in terminal decline. With over 88 million ‘active’ mobile SIM cardss
in a population of some 56 million, and Telkom’s main line subscriber base having shrunk to
under 3 million (below what it was in 1993), it is a radically altered telephony landscape. With
burgeoning access to the Internet via laptops and smartphones, the rollout of broadband
networks and FTTH connectivity has assumed centre stage. It is no longer a simple telephony
landscape. Increasingly, the environment is perceived as an integrated ecosystem
(Fransman, 2010) driven by a complex and dynamic interaction involving the previously

disparate domains of telecommunications, broadcasting, the Internet and computing.

Further, the disparities in access to telephony today are dramatically less starkly racialised,

as can be seen from the graph below (Figure 1.2).

Figure 1.2: Households with Telephony: 1996’ vs 2013¢
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Source: Author, data from (Stats SA, 1996, p. 80; Stats SA, 2015, p. 25)

6 Active’ SIM cards, notoriously, are becoming an increasingly inaccurate measure of users (Sutherland, 2009) for
a variety of reasons, including multiple SIM ownership, prepaid SIM arbitrage (using and discarding SIMs to get
access to the bundled free data), and the proliferation of data SIMs and M2M SIMs.

7 Comparable Stats SA data from 1990 is not available.

8 The categories adopted here, and elsewhere in the report, reflect those inherited from apartheid, and still in use
to track progress in respect of many metrics. ‘Black / African’ refers to the country’s mainly Bantu-speaking
majority, comprising around 80% of the total population. ‘Coloured’ refers to those of Khoisan / mixed-race
descent, comprising some 9% of the population. ‘Indian / Asian’ refers to those descended from immigrants out
of the Indian sub-continent, comprising 2% of the population. ‘Whites’ comprise the remaining 8%, down from

11% in 1996.



The stark and yawning divide between ‘black’ and ‘white’ South Africa from 1996 has narrowed
dramatically. While the percentage of ‘white’ South African households with either a fixed-
line or a mobile telephone in their homes has increased to 99,4% (an increase of 12%),
access to fixed-line or mobile telephony in ‘black’ households has soared by some 730% to
reach 94,1%. A racialised gap in access still remains, but it has been substantially reduced,
as can be seen below. The digital divide today is far more closely linked to issues such as
income and geographic location, and it is these axes of the digital divide that Statistics South

Africa now focuses on in its reporting.

1.4 'The People Shall Call’

Confronted with the deep digital donga of 1990 that separated ‘white’ South Africa from ‘black’
South Africa, that cut the majority of the country’s population off from the economic, social
and cultural benefits of access to telephony, it is hardly surprising that the African National
Congress (ANC) made “providing access to these essential services for all South Africans” the
centre plank of its telecommunications policy as it prepared to contest the country’s first
democratic elections (ANC, 1992, p. 53). As a result, the stated national telecommunications
policy intention of the new government sought to ensure the “provision of basic universal
service in telecommunications to disadvantaged rural and urban communities” (RSA, 1996b,
p. 1). Itis a policy commitment attested to, as this research shows, by a series of specifically
targeted policy and regulatory interventions over the ensuing 20 years, aimed in various ways
at ensuring that those disadvantaged and deprived by gpartheid secured access to

telecommunications services.

The levels of access to telecommunications services have both skyrocketed and become
substantially more equitable in the intervening 20 years. It would appear, therefore, on the
face of it, that policymakers could claim an easy victory, a clear policy success. But yet
commentators - both academic (Hodge, 2004; Gillwald, 2005a; Msimang, 2006; Lewis, 2010)
and in the press (Business Day, 2006; Vecchiatto, 2006a; Guest, 2006; Vecchiatto, 2007;
Perry, 2010) - have almost universally been sceptical of the effectiveness and impact of those

very interventions.

Such widespread negative assessment implies at least some level of fracture between policy
intention and policy impact. Possibly the overall policy thrust towards universal access and
service was ill-conceived and inappropriate for a developing country such as South Africa.
Perhaps it was the concrete implementation of universal access and service policy that was



badly flawed, either due to failures at institutional and human capacity level, or because of
policy slippages, or the modalities of policy transfer. It may also be that the dynamics of
access were simply overtaken by other developments, such as technological evolution, or the
changing nature of the sector, or the incoming tide of the market. More likely, some complex

interaction of multiple factors, some internal, others external, underpins what unfolded.

1.5 The Evolution of Universal Service

What, then, was the international policy backdrop for the new ANC government’s avowed

intention to ensure that the country’s ‘black” majority secure access to telecommunications?

The call for universal access to telecommunications services became, as will be shown, a
commonplace policy and regulatory component within the globally widespread series of
changes to market structure, institutional frameworks and ownership arrangements that
swept through the broader information and communications technologies (ICT) sector from
the mid-1980s onwards.

n”

Together these changes form part of the phenomenon widely referred to as “telecom reform

(Melody, 1997), whose central features comprise:
e Privatisation of the state-owned incumbent providers of telecommunications services;
e The introduction of competition into the telecommunications market;

e The establishment of an independent regulator to oversee the market (Wallsten, 2001,
p.3). °

As the ensuing discussion will show, “telecom reform” included a number of policy and
regulatory interventions aimed at ensuring widespread access to telecommunications services
within the changed market environment. These measures fall under the umbrella of what is
variously referred to as ‘universal service’, ‘universal access’, ‘universality’ and ‘universal

access and service’ (the term in common parlance today).

9 “Advisers typically recommend three components to telecommunication reforms: privatizing the state-owned

monopoly provider, introducing competition and creating an independent regulatory agency” (Wallsten, 2001,
p. 3).



Universal access and service (UAS) is a complex concept (or a pair of closely related concepts,
as will be shown shortly), both conceptually and programmatically. UAS is a concept widely
applicable and widely applied - from the developed countries of the North America and
Europe, right across the board to the under-developed countries of sub-Saharan Africa -
albeit with shifting content, depending on concrete national circumstances and differing levels
of development. Furthermore, it is a concept that has been applied over the years to an
evolving spectrum of information and communications technologies (ICTs), from fixed-line
telephony, through the Internet, to broadcasting and, latterly, broadband. As an issue, it is
one in relation to which a wide spectrum of policies and programmes in a range of country
jurisdictions have been proposed and implemented - and around which there has raged
considerable debate in both academic and expert circles (not only in South Africa, by any

means) as to the appropriateness, success and impact of such interventions.

Universal access and service thus has a lengthy Figure 1.3: One Policy, One
pedigree. The concept stretches back at least to the System, Universal Service
1907 use of the term “universal service” by AT&T
President Theodore Vail (Mueller, 1993, p. 353) and

the company’s subsequent advertising campaign

One Policy
One System

(see Figure 1.3 right) which was based on a ringing
Universal Serbice

clarion call for “One Policy, One System, Universal
Service” (Thierer, 1994)w.

Mueller’s self-avowedly “revisionist” (1993, p. 352)
history of universal service in the US points out that s
“universal service” flag flown by Vail had little to do
with any altruistic commitment to widespread public
service provision, but rather was aimed at bolstering

AT&T's position as a monopoly provider of

telecommunications  services. Mueller does,

American Telephone & Telegraph Company

however, show how the slogan gave rise to the
modern welfare-state paradigm of “universal

) ) Source: (AT&T)
telephone service . . . [focused on] reaching every

member of society, no matter how remote or poor. . . . [and hence implying] a legal

10 Curiously, Mueller misquotes the slogan (1993, p. 357) despite it being widespread in advertisements of the

time.



obligation to serve” (1993, p. 353). It is this conceptualisation that has since become central
within current telecommunications policy discourse, as market structure and policy paradigms

have evolved.

The modern emphasis on universal access and service to some extent arises from and is
linked to much of the early literature on the digital divide. For example, the 1985 Maitland
Report of the International Telecommunication Union pointed to a “gross and growing

imbalance in the distribution of telecommunications throughout the world” (ITU, 1985, p. 3).

It was, however, some years later that the concept of ‘universal service’ was introduced into
law in the United States of America ( (USA, 1996; Mueller, 1997a).), by which time it had
already been in current usage for some years by the European Commission (EC, 1987; EC,
1996), and had for some time been part of academic debate (Hudson, 1994). It would not
be long before it was formalised as part of international practice by the International
Telecommunication Union (ITU, 1998). Against this background, it is unsurprising that
telecommunications reform in South Africa was accompanied by a strong policy commitment

to achieving universal access and service (UAS).

Although ‘universal service™ was the term in common parlance initially, it would not be long
before a conceptual distinction between ‘universal service’ and ‘universal access’ began to be
made, as the discussion moved to address the situation in developing countries. In 1998 the
ITU formally tabled the distinction, defining ‘universal service’ as “focused upon connection
of individual households to the public telephone network” - in contrast to ‘universal access’
which it described as the “notion . . . that everyone, at home or at work, should be within
a reasonable distance of a telephone” (p61). Current usage still retains the distinction
between widespread private access at the individual or household level (universal service)
versus widespread shared access via public facilities such as payphones (universal access),
but adopts the portmanteau term ‘universal access and service (UAS)’ to cover the broad
policy and regulatory field (Blackman & Srivastava, 2011b, pp. 153-154). Universal access
and service policy and regulatory interventions, therefore, aim to redress the gap between
those who are able to make use of ICT services, and those who, mainly by reason of poverty
or geographical remoteness, are not. They thus implicitly form part of a wider range of social

upliftment policy interventions, but with a specific focus in the arena of telecommunications.

11 The notion of ‘universal access’ is prevalent in a number of fields of public policy, where access to services such
as education (Trow, 2000), healthcare (Taylor, 1992), and sanitation (Lee & Floris, 2003), is seen as driven by the

social welfare and equity imperatives of sectoral policy.



1.6 South Africa in Transition

This body of international best practice, together with its evolution and its influence upon
policy, law and regulation, will be discussed much more fully in subsequent chapters. It was,
however, likely to have been one of the factors influencing South Africa’s African National
Congress (ANC) as it moved to define the telecommunications component of its post-
apartheid social and economic policy.

But South Africa’s engagement with ICT sector reform was also definitively shaped by being
swept up in the flurry of policy reform and legislative activity that took place in the immediate
aftermath of South Africa’s transition to democracy in 1994. The country had emerged from
a racially discriminatory history of systemic and systematic denial of access for the majority
of the country’s population to telecommunications services, inter alia. This had led to the
enormous disparities in telecommunications access between *black’ and ‘white” South Africans
alluded to at the outset. The new government accordingly sought to ensure that redressing
those inequalities was at the core of its policy and legislation. In the words of Horwitz, “the
principle of universal service, enshrined in [South Africa’s] telecommunications reform
process, embodied a commitment to equalizing social access to information and
communication as a democratic norm” (2001, p19). South Africa’s engagement with universal
access and service was therefore an important component of its multi-pronged endeavour to
‘build a better life for all2. This is not to say that the ICT policy thrust was an entirely altruistic
and disinterested one: opportunities for rent-seeking and personal enrichment were to

abound in the margins of the new sectoral regime, coexisting with more noble objectives:=.

1.7 Universal Service: A Better Life for All

The ANC's early commitment to social upliftment and service delivery as being integral to the
democratic transformation is thus aligned to emerging international good practice. The vision
of “universal affordable access for all” (ANC, 1994b, p. Section 2.8.4) animated the country’s
engagement with the ICT sector policy reform process. It was a commitment that served to

ensure that universal access and service was placed at the forefront of communications policy

12 ANC election slogan.

13 Recent national scandals surrounding, for example, the Zuma residence at Nkandla, the #GuptaLeaks, SASSA-

Gate, the Principal Agent Network, and more, give scope sadly to an even more jaundiced and cynical narrative.
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and legislation, a vision that has continued to animate subsequent policy and regulatory
interventions (Hodge, 2004; Msimang, 2006).

South Africa’s adherence to the principle of universal access and service can be traced through
the major policy documents that punctuated the process of reforming the ICT sector (RSA,
1993a; ANC, 1994b; RSA, 1995; RSA, 1996b). It culminated in the keystone legislation that
was the centrepiece and outcome of that reform process, the 1996 Telecommunications
Act+,.. Here the objective to “promote the universal and affordable provision of
telecommunication services” (RSA, 1996b, p. Section 2(a)) is listed as foremost amongst its
17 objects. It was only with the passage of the 2005 Electronic Communications Act (RSA,
2005) - by which time substantial strides had been made towards securing universal access
to telecommunications services for all South Africans - that this overarching goal of universal
affordable access became somewhat modified and less prominents. It then shaded into a
less strongly formulated commitment to “promote the universal provision of electronic
communications networks and electronic communications services and connectivity for all”,
and was shuffled down to the third of 26 objectives (RSA, 2005, p. Section 2(c)). The notion
of universal access and service appears in documents as diverse as the broadcasting Triple
Enquiry Report (IBA, 1995), the National Information Society and Development Plan (PNC on
ISAD, 2007), the Presidential Infrastructure Coordinating Commission (RSA, 2014a), and
continues to be alluded to in almost every annual Presidential State of the Nation Address
(USAASA, 2014b, pp. 1v1-17ff).

1.8 Universal Access and Service Interventions in South Africa

This policy and legislative backdrop formed the mise en scéne for a series of concrete
interventions undertaken to increase access to ICT goods and services. On the one hand,
South Africa followed global best practice ( (ITU, 1998, pp. 91,2; Intven, 2000b) by imposing
universal service obligations on licensees (Hodge, 2004; Msimang, 2006, pp. 232-236; Lewis,

14 Now repealed and replaced by an updated 2005 Electronic Communications Act (RSA, 2005).

15 Although the adoption of the ECA was contemporaneous with the replacements of the ANC’s harshly neo-liberal
GEAR macro-economic policy with the more developmentally-oriented ASGISA, the need to cater for convergence

in the sector and to address the demands from business for reform, were likely far more prominent influences.

16 Mandatory stipulation imposed on operators, requiring, for example, network rollout or service provision to under-

serviced areas and communities.

11



2010, pp. 4-5) and by establishing a universal service fundv (Msimang, 2006, pp. 224-230;
Lewis, 2010, p. 6). On the other hand, the country’s establishment of a dedicated agency:
to deal with universal access and service issues (Horwitz, 2001, pp240,1), and the subsequent
experiment in the awarding of geographically-restricted licences in under-serviced areas:

(Gillwald, 2002a; Gillwald, 2005a), were both, in different ways, ground-breaking.

1.9 Less than Universal Acclaim

As indicated earlier, many of these interventions are widely regarded in the press as having
failed, or at least as having been subject to serious implementation problems. The academic
and expert literature, although rather more nuanced, is not a great deal more sanguine.

At best, the analyses that have attempted a macro-level view (Barendse, 2004; Msimang,
2006; Oyedemi, 2009) or that have touched tangentially on UAS policy (Schofield & Sithole,
2006), suggest equivocal outcomes for South Africa’s engagement with universal access and
service. Msimang’s guarded overall assessment of the various interventions as having

produced “mixed results” (2006, p. 244) is representative.

Where analysis and commentary has focused on specific aspects of universal access and
service policy and regulatory intervention, it has tended to be negative. For example, Lewis
(2013) gives an assessment that is negative in respect of each of the major interventions
examined. More specifically, Hodge (2004) paints a gloomy picture of the failure of the
universal service obligations imposed via licence conditions on Telkom in respect of fixed-line
telephony, which he describes as a “roll-out disaster” (2004, p. 221). Hodge has also pointed
to institutional problems with the then Universal Service Agency, categorising its track record
as one of “agency failure” (2004, p. 221). Calandro and Moyo have suggested that the
Universal Service Fund has “not [been] utilised in an effective way” (2010, p. 14). Others
(Gillwald, 2005a; van Leijden & Monasso, 2005; Thornton, 2006) have expressed profound
scepticism about the likely outcomes of the under-serviced area licensing intervention.

17 A fund into which contributions imposed upon operators are paid for the purpose of providing ICT infrastructure

and services to underserved areas, communities or individuals who cannot afford such services on their own.

18 |nitially the Universal Service Agency (USA), later the Universal Service and Access Agency of South Africa
(USAASA).

19 The so-called Under-serviced Area Licences (USALs), introduced from 2001, requiring successful bidders to

provide telecommunications infrastructure and services to areas with low fixed-line teledensity.

12



1.10 Universal What?

The dramatic shifts in both technology and markets as the telecommunications landscape has
evolved towards an integrated and dynamic ICT ecosystem have already been alluded to. As
the landscape shifts, the nature of the digital divide too evolves (Hilbert, 2016). And in
consequence so too do the challenges facing policymakers seeking to advance the goals of
universal access and service (ITU, 2003b, pp. 32-35).

Whilst the racial dimension of the telephony divide in South Africa has largely disappeared,
other dimensions remain. For instance, while Statistics South Africa reports that 96,5% of all
households have functional access to telephony, this level of access falls to 90,3% in the
largely rural Northern Cape compared to 98,5% in the country’s urban heartland of Gauteng
(Stats SA, 2017b, p. 49). The discrepancy is far from stark, but it does suggest that an urban

vs rural divide continues to persist.

Further, the technological basis of the digital divide in South Africa has shifted away from
telephony towards access to the Internet and to broadband. The same report shows that
access to the Internet is far from universal. Only 9,5% of South Africans have access to the
Internet at home, but, worse, the Internet divide between metropolitan Western Cape, where
27,3% of households have access at home, and rural North West, where only 0,6% of
households have such access, is stark (Stats SA, 2017b, p. 51).

A recent edition of Arthur Goldstuck’s influential report on the Internet in South Africa
underlines the point (World Wide Worx, 2017, pp. 1-22) (see Figure 1.4 below). Report
sponsor Reshaad Shaa describes the Internet divide as a vast and multi-dimensional one “that
stretches across almost every imaginable sector of society, from geography and location to
income and education” point (World Wide Worx, 2017, p. 7). Whilst income disparities are
starkest (the report finds 82,4% of rich South Africans have access> to the Internet, compared
to 30% of the poorest?), geography reflects similar levels of polarisation (Internet penetration
is 67,6% in “major metropolitan areas” compared to a mere 32,6% in “smaller cities and

20 The report adopts a fairly relaxed definition of what constitutes ‘access’, which it defines as “as having personally
accessed the Internet in the last 12 months” (World Wide Worx, 2017, p. 10).

21 Rich households are those earning more than R 30 000 per month, whilst the poorest earn below R 2 500 per
month (World Wide Worx, 2017, p. 4).
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towns”)=. Importantly, given South Africa’s history of starkly racialised divisions in levels of
telephony access, the racial digital donga remains disturbingly prominent when it comes to
Internet access, with 69,1% of ‘white’ South Africans enjoying Internet access, compared to

levels of under 50% for the other three standard racial categorisations.

Figure 1.4: Axes of the Internet Divide (Urban South Africa, 2017)

90,0% 82,4%
80,0%
70,0%
60,0%
50,0%
40,0% 30,0% 32,6%
30,0%
20,0%
10,0%

0,0%

69,1% 67,6%

47,1% 458% 481%

Source: Author, data from (World Wide Worx, 2017, pp. 1-22).

A similar trend is evidenced from an earlier Stats SA analysis, examining household access to
the Internet in 2013 (see Figure 1.5 below). The graphs are not directly comparable, of
course, given that they reflect data taken several years apart, and because of the differing
definitions of access=. In addition, Goldstuck’s smaller sample excludes rural respondents.
However, both show that the income-based Internet divide is far more pronounced than the
racially-based one. Regression analysis on the earlier Stats SA data suggests that rich
households are 10 times more likely to have Internet access in the home than poorer ones,
whereas ‘white” households are 5 times more likely to have Internet access at home than their
‘black’ counterparts (Stats SA, 2015, p. 41). Both sets of data then suggest that race is no

22 The report itself points out that the urban-rural divide is likely far greater, since its survey does not “quantify the
full Internet user base, as it surveys adults, defined as aged 15-plus, living in cities and towns”, and does not cover
rural areas at all (World Wide Worx, 2017, p. 10). Indeed, earlier work by Stats SA emphasises the lacuna, gives
rural South Africans dramatically lower levels of Internet access (26%) than their counterparts in major cities
(95,5%) (Stats SA, 2015, p. 32).

23 Stats SA gives data for access via mobile, as well as at home, but their two categories are not mutually exclusive.
Mobile access is used in the graph here, given the degree to which fixed / mobile substitutability affects ‘black’
South African households. The racial divide in relation to “access at home” is much starker than that reflected
above, with only 3,8% of ‘black’ households reporting such access, compared to 51,3% of ‘white’ households.

Nevertheless, the wealth divide exhibits the greatest disparities for access, whether mobile, or ‘at home’.
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longer the prime predictor of access to the Internet, even though it clearly remains an
extremely powerful determinant. This is so in part because poverty is still largely racially

determined=.

Figure 1.5: Access to the Internet via Mobile (South Africa, 2013)
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Source: Author, data from (Stats SA, 2015).

Such a multi-dimensional Internet divide (urban vs rural, rich vs poor, ‘white’ vs ‘black’) is
likely to be further exacerbated by the recent dramatic proliferation of super-fast fibre-to-the-
home Internet access (Sidler, 2016), with FTTH rollout targeting wealthy, formerly-white
suburbs in the country’s major cities. As a result, concerns about securing universal access
to the Internet have been voiced by sources as divergent as Facebook founder Mark
Zuckerberg (Vermeulen, 2016) and international NGO, the Alliance for Affordable Internet
(Mzekandaba, 2016a).

The technology may have changed, and the axes of deprivation may have shifted to some

extent, but the policy challenge of securing universal access and service to ICTs remains.

1.11 Universal Access and Service: Still a Research Issue

Taken together, the picture that thus emerges is one of a substantial disjuncture between
policy intention and implementation outcomes. The ANC government responded to the ‘digital

24 The rise of an affluent ‘black’ middle class is likely responsible for the relative decline of the apartheid dimensions
of the digital donga. However, poverty remains largely ‘black’: some 93% of “poor” South Africans are ‘black’

(Stats SA, 2017a, p. 57) whereas they comprise some 80% of the total population.
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donga’ separating ‘white’ and ‘black’ South Africans over access to telecommunications
services by adopting universal access and service as the centrepiece of its telecommunications
policy. Further, it aligned itself with much that was considered international good practice at
the time: it imposed universal service obligations on licensees; it established a universal
service fund. In addition, it extended accepted good practice by licensing a nhumber of rural
operators and by establishing an institution dedicated to advancing the cause of universal

access and service. These early efforts were widely lauded (ITU, 1998).

And yet there has been, as noted above, a persistent string of criticism and critique of many
of the same initiatives and interventions. At the same time, it appears as if the ‘digital donga’
of 1990 has largely dissipated, certainly so when it comes to access to telephony. The extent
to which this has occurred in consequence of the various targeted interventions, rather than

as a result of market forces and trends, then appears to be highly debatable.

At the same time, new fissures of the ‘digital donga’ continue to emerge, as broadband
assumes centre stage in policy, and the fibre to the home market explodes. With South Africa
poised to undertake major policy shifts (DTPS, 2016) and embark on key ICT programmes
(DoC, 2013; DTPS, 2017a) as, understanding the chain between policy intention and

implementation outcomes, is both essential and urgent.

Questions clearly arise as to the extent of the historical policy disjunctures, the factors
accounting for them, and the implications of this for ongoing universal access and service

policy and regulation.

1.12 Relevance of the Research

This is a research project that has relevance, both specifically in terms of universal access
and service policy, and in terms of policy theory more broadly.

Although the ICT landscape, both in South Africa and globally, has changed substantially since
the mid-1990s, universal access and service continues to remain a central preoccupation of
both academics (Xavier, 2008; Eliassen & From, 2009; Batura, 2016; Hudson, 2017) and
policy-makers (Maddens, 2009; EU, 2010; Lewis & Maddens, 2011; DTPS, 2017b) in many
parts of the world.

It is also true that scepticism around the effectiveness of universal access and service
interventions is neither recent, nor limited to South Africa. The work of Mueller, for example,
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which seeks to expose the concept of ‘universal service’ in the USA as an “ideology” (1993,
p. 352; 1997b), with all the pejorative overtones of the term, has at its roots a profound
scepticism as to the value of such interventions. Others have critiqued specific interventions,
such as the establishment and operation of a universal service fund (Hazlett, 2006; Berg,
Jiang, & Lin, 2011).

Much of the current global ICT policy-making centre of gravity has now moved firmly to focus
on issues pertaining to broadband and its deployment, both globally (ITU/UNESCO, 2011;
Kim, Kelly, & Raja, 2010) and in South Africa (DoC, 2013). Thus, a clear understanding of
the contingent factors affecting the adoption of international best practice, derived from
earlier generations of telecommunications, and of the challenges of ensuring effective
implementation, may offer a greater degree of policy success when it comes to intervening

to ensure universal access and service to broadband.

In addition, the research undertaken here offers a potential contribution to a significant area
of academic discourse, the theory of policy and regulation for universal access and service in
the developing country context. As such, it may hold important practical implications for
developing countries like South Africa as they grapple with the 21t century goal of universal,

affordable access within a converged and evolving ICT ecosystem.

1.13 Universal Access and Service: A Research Outline

The research undertaken in the following chapters proceeds as follows:

Chapter 1: The Digital Donga

This chapter has provided the background and context within which the
research takes place, and introduced some of the key issues and
broader questions that will be examined in more detail in the chapters
that follow.

Chapter 2: Universal Access and Service: Literature and Theory

This chapter gives an overview of the key academic literature dealing
with universal access and service. It also examines the literature that
underpins the analytical framework for the remainder of the study,
namely: regime theory; policy transfer and diffusion; and policy

success and failure.
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Chapter 3:

Chapter 4:

Chapter 5:

Chapter 6:

Chapter 7:

Chapter 8:

Research Question

This chapter formulates an overall research question, based on the
situation outlined in the first chapter, and informed by the literature
review in the second chapter. The qualitative methodology used in the
study, principally document analysis and semi-structured interviews, is

also motivated and explained.

Universal Access and Service: The Rise of International Good Practice

The rise of universal access and service as principles and norms in the
international telecommunications regime, is the focus of this chapter,
along with the development and adoption of the key programmatic
interventions that have come to form the canon of international good

practice.

Universal Access and Service in South Africa’s Telecommunications

Policy

The focus of this chapter is how South Africa adopted and adapted the
various components of international good practice for universal access
and service, and translated this policy approach into legislative practice

as the basis for structured practical intervention.

Universal Service Obligations

This chapter examines how the first of the key features of international
good practice - the imposition of rollout and access obligations upon
licensees - was implemented. The relative degree of success and

failure of this intervention is also analysed.

The Universal Service Fund

The second feature of international good practice - the establishment
of a universal service fund - is the focus of this chapter. The chapter
charts how this was implemented and assesses how successful this

intervention was.

Under-serviced Area Licences
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Chapter 9:

Chapter 10:

This chapter looks at a third area of South Africa’s programme of
interventions aimed at achieving universal access and service, namely
the awarding of rural licences to small operators, and discusses how

successful or otherwise this intervention was.

The Universal Service (and Access) Agency (of SA)

In this chapter, the establishment of a dedicated quasi-regulatory body
tasked with overseeing universal access and service is the focus. The
structure and performance of the Agency is described, analysed and

evaluated.

From policy conception to policy implementation to policy outcomes

The degree of overall success and failure of South Africa’s entire
universal access and service programme is the focus of attention in this
chapter. Success and failure are examined through the lenses of policy

as process, policy as programme, policy as politics.

This chapter also offers reflections on the value and applicability of the
conceptual framework used for the analysis of South Africa’s universal
access and service policy and practice. It also makes suggestions for

areas of further investigation.
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2 Universal Access and Service: Literature and Theory

The literature on universal access and service is both wide and varied. Given the research
problem under investigation, and the purpose of the research as stated above, it is important

to examine the relevant academic discourse.

This chapter will, accordingly, adopt two principal thrusts. It will proceed from an examination
of a selection of the extensive literature dealing with the concepts of universal access and
service and their practical implementation as concrete policy interventions, towards an
examination of some theoretical approaches and analytical frameworks that may be able to
shed light on the development, adoption and implementation of such policies in a developing
country such as South Africa.

Firstly, the academic and expert literature relating to universal access and service is examined,
starting with international best practice. This section of the chapter will also examine in more
detail the literature relating to aspects of universal access and service policy and regulation,
including the imposition of universal service obligations, the establishment of universal service

funds, appropriate institutional arrangements, and the adoption of rural licensing approaches.

It is worth noting at the outset that this literature is less theoretical in nature, and more often
concerned with praxis, with the historical explication of events and trends, and with the
analysis of policies, their implementation and their consequences. Much of the academic
literature within the field, then, is historiographic in nature, charting and analysing policy and
practice from a variety of perspectives (Hills, 1989; Dordick, 1990; Mueller, 1997b; Horwitz,
2001). There is also a considerable overlap between academic and practitioner in the field.
In some cases, scholars have been approached by policy-makers on the basis of their
academic research: see, for example, Nicholas Garnham (Garnham, 1989; OECD, 1991, pp.
21-87). In other cases, work that originally appeared in policy documents later resurfaced as
an academic journal publication: see, for example, the work of Xavier (OECD, 1997; Xavier,
1997) and Milne (ITU, 1998, pp. 65-69; Milne, 1998). This suggests an unusual level of
overlap and interplay between academics and practitioners, with reports and policies often
drafted by the same community of academic experts who will later analyse and comment on
them.

The second thrust of the literature review will be an examination of the academic discourse
pertinent to understanding and accounting for the transition between policy conception and
policy implementation. This will include literature on regime theory and epistemic
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communities, theories of policy transfer and policy diffusion, and the emerging literature on

policy evaluation.

Finally, drawing from the examination of this literature, a conceptual framework is developed.
This conceptual framework is adopted in the research study as a lens through which the
adoption and implementation of universal access and service policy in South Africa can be

viewed, analysed and assessed.

2.1 Universal Access and Service: In Search of Good Practice

Telecommunications policy relies extensively on what may be termed ‘international best
practice’, described in various monographs (Melody, 1997; Blackman & Srivastava, 2011a) or
formulated via key reports (ITU, 2003a; ITU, 2004; SADC, 2011) or sets of guidelines adopted
by policy structures (SADC, 2011).

Despite the fact that definitions of what constitutes international best practice are often
somewhat imprecise - Bardach, for example, offers rather vague advice to “track down some
of these past [policy] solutions and see if you can extrapolate them to the situation you are
studying=” (2000, p. 10) - the notion remains widely used in both academic and expert
literature. Overman & Boyd’s earlier widely-cited definition attempts a rather more
methodologically precise characterisation of best practice as the “selective observation of a
set of exemplars across different contexts in order to derive more generalizable principles and
theories” (1994, p. 69).

As can be seen from the definition of Overman & Boyd cited above, best practice research
carries with it a degree of methodological challenge. There is a level of subjectivity and
circularity in the identification and analysis of a ‘selective’ set of ‘exemplars’, which they, as
well as subsequent commentators ( (Borins, 2001; Bretschneider, Marc-Aurele, & Wu, 2005;
Vesely, 2011) have attempted to come to grips with. These questions will be revisited later
in the chapter.

It is, however, important at this point to note the normative assumptions, aspirational
pressures and subtle coercion towards defined sets of practices that both underpin the very

25Bardach in fact eschews the term ‘best practice’ in his intensive subsequent discussion of best practice research
in the same monograph, preferring instead the notions of ‘good practice’ or ‘smart practice’. The research

presented here veers towards ‘international good practice’, a term somewhat less avowedly normative.
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term ‘best practice’ itself (which perhaps accounts for Bardach’s somewhat leery approach to
the term) and its deployment in policy writing. This is one of the features picked out by

Jennings when he notes that
best practices carry a tripartite function:
1) identifying successful initiatives addressing important issues,
2) learning what works and does not work in different contexts, and

3) inspirational guidelines for decision making” (2007, p. 74).

It is with these initial caveats in mind, that international practice in relation to universal

access and service can now be considered.

2.1.1 'One Policy, One System, Universal Service’

As indicated earlier, the concept of ‘universal service’ has a lengthy pedigree, the evolution
and import of which has enjoyed the attention of a number of academic commentators
(Dordick, 1990; Hills, 1989; Mueller, 1993; Thierer, 1994; Mueller, 1997b; Verhoest, 2000;
Hills, 2007).

There is general agreement that Theodore Vail, who had been appointed to the helm of AT&T
in 1907, be credited with introducing the term ‘universal service’ and with initiating AT&T’s
subsequent advertising campaign calling for “One Policy, One System, Universal Service”
(Dordick, 1990, p. 230; Mueller, 1993, p. 353; Thierer, 1994, p. 4). There is, however,
considerable disagreement as to the extent to which Vail's term was intended to imply the
kind of public interest orientation and public service endeavour to overcome the digital divide

that the term carries today.

On the one hand, Mueller argues that the commercial imperatives of the privately-owned
AT&T lay behind the call, and that it was intended to consolidate a single, unified national
telephone infrastructure in the US with AT&T at its helm. He shows how telephone
penetration in the US had soared in the years preceding the coining of the term “universal
service”. He further argues that this expansion was driven by the pressures of what he terms
“access competition” (Mueller, 1993, p. 358), the drive to achieve market dominance by
signing up as many customers as possible. He shows how, with many areas in the US served
by competing, non-interconnected telephone companies (the phenomenon of “dual service”),
there were powerful pressures to “get as many subscribers onto the system as quickly and as
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cheaply as possible” (Mueller, 1993, p. 361). This could be achieved by rolling out service to
unserved areas, by keeping prices low, and by interconnecting only via third-party

“independent” exchanges that were not competitors.

As a result, competitive pressures drove rollout and promoted a “universal telephone
infrastructure by placing a premium on a network’s scope (Mueller, 1993, p. 362). Mueller
goes on to demonstrate a shift in corporate strategy at AT&T that sought to pressurise the
independent companies to interconnect with AT&T under its centralised, monopoly control in
order to form a single, interconnected, unified telephone network. Vail’s call for “universal
service”, Mueller therefore argues, marks a break from the tradition of “dual service”. The
emphasis in the drive for “One Policy, One System, Universal Service” thus effectively fell on
the second phrase, and actually meant “universal interconnection” rather than being a

campaign for widespread household telephone penetration (Mueller, 1993, p. 365).

Mueller's argument is persuasive, but is far from the whole picture. Dordick, for example,
argues that the rapid diffusion of the telephone in the USA was linked to AT&T’s corporate
strategy of sub-licensing in order to build to a business and residential customer base as
rapidly as possible — as opposed to the emphasis on core network development that had
been the strategy of its predecessor, the telegraph (1990). And such a change in emphasis,
Dordick suggests, was partly prompted by Alexander Graham Bell’'s dream, as quoted by
Dordick: “a telephone in every house would be considered indispensable” (1990, p. 229). A
similar point is made by one of Mueller’s reviewers, who quotes in turn Bell's own comment
on AT&T's “universal service” strategy: “I dreamed of wires extending all over the country
and of people in one part of America talking to people in another part of America. It was the

dream of a dreamer, but Mr Vail has made it come true” (Miller, 1997).

It is more plausible, therefore, to see the call for ‘universal service’ as rather more than a
simple cloak for corporate greed. It is perhaps better understood as a dual concept. As such,
it reflects a more complex interplay between the social vision of telephony as a public interest
utility, widely available to all at home and in the office, benefitting both social interaction and
commercial activity, and the appropriation of the concept by AT&T under the ‘universal

service’ slogan in pursuit of that company’s goal of market dominance.

The public interest notion of universal service was to remain intertwined within the policy
programme in the United States. When Congress passed legislation in 1934 to establish a
federal body to oversee and regulate telecommunications, the Federal Communications

Commission, the preamble to the Act thus enshrined the desire to “make available, so far as
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possible, to all the people of the United States a rapid, efficient, Nation-wide, and world-wide
wire and radio communication service with adequate facilities at reasonable charges” (US,
1934). Subsequent amendments to the Act over the following 30-odd years were further to
strengthen this commitment, introducing numerous specific “universal service” provisions.
“Universal service” was to be further strengthened by several specific provisions in the United
States 1996 Telecommunications Act (US, 1996, p. Section 254)x», which replaced the 1934
Act.

The US’s 1996 Telecommunications Act was itself the outcome of a series of profound changes
that began to reshape the telecommunications market in the 1980s, which will be discussed
in detail in Chapter 4 below. These were marked in the US by 1982 court-ordered breakup
of AT&T, and in the UK by the introduction of competition to British Telecom (BT) and its
subsequent privatisation.  Hitherto, telecommunications markets had been largely
monopolistic, either dominated by privately-owned de facto monopolies like AT&T, or with
services provided by state-owned monopolies like BT. The subsequent series of profound
market structure reforms together comprise the then-incipient global trend referred to in
Melody’s seminal work as “telecom reform” (1997)». Although the mix and sequencing
differed from market to market, ‘telecom reform’ has three main components, as noted in

Chapter One, viz:

e Ownership - partial or full privatisation of the state-owned incumbent provider of
telecommunications services (eg British Telecom or Telkom), either through the sale

of an equity stake or by issuing shares, or both;

e Market structure - the introduction of competition into the telecommunications
market, through the licensing of additional operators (eg Vodacom and MTN) in one

or more market segments;

e Regulation - the establishment of an independent regulatory authority to oversee the

market in the public interestz.

26 The Act formalised the concept of universal service and led to creation of a Universal Service Fund, and the
provision of e-rate discounts to assist schools and libraries in the US to obtain affordable access to

telecommunications and the Internet.
27 The pressures and drivers of this fundamental shift in the global marketplace for telecommunications, along with
the institutional realignment it engendered will be more fully explored in Chapter 4 below.

28 The slightly simplified categorisation presented here, derives from the regular series of ITU reports from 1999
under the rubric, ‘Trends in Telecommunication Reform’ (cf (ITU, 2001, pp. 1-17)). Melody’s own categories are

rather more complex, but entirely compatible with those presented here, viz: “Institutional restructuring”;
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‘Telecomm reform’ was accompanied by a resurgence of debate over universal service, its
status and role, and how it should be achieved under a changed market structure (Hills, 1989;
Dordick, 1990; Noam, 1994; Blackman, 1995; Verhoest, 2000). The positioning of a renewed
emphasis on universal access and service in the context of ICT sector reform is either made
explicitly (Melody, 1999; ITU, 2003a; Maddens, 2009) or via interrogation of linkages between
components of ICT sector reform and the rollout and uptake of ICT infrastructure and services
(Wallsten, 2002; Fink, Mattoo, & Rathindran, 2003; Li & Xu, 2004).

2.1.2 From the Digital Divide to Universal Service

On the one hand, the debate emphasises the moral and ethical grounding for the objective
of ensuring universal access to telecommunications services in the public interest (Blackman,
1995; Sawhney, 1994; Lievrouw, 2000; Preston & Flynn, 2000). Blackman, for example,
refers to “universal service - a telephone in every home — [as] one of the great and worthy
pillars of telecommunications policy” (1995, p171). On the other, it exposes the private,
mostly profit-seeking agendas of many of the stakeholders (Sawhney, 1994; Hills, 2007).

Universal service as a moral, social justice imperative has linkages to another strand of
analysis, one centred around the phenomenon known as the ‘digital divide’ (Bridges.org,
2001b). Concerns about disparities in access to telephony began to surface at around the
time of the telecommunications reforms in the US and the UK alluded to above. In 1982 the
ITU established a global Independent Commission for World Wide Telecommunications
Development to “recommend ways in which the expansion of telecommunications across the
world could be stimulated” (ITU, 1985, p. 2). Its landmark eponymous» ‘Maitland Report’
drew attention to the world-wide “telecommunications gap”. It pointed out that 75% of the
world’s 600 million telephone lines were concentrated in a mere 9 countries, and “concluded
unanimously that the gross and growing imbalance in the distribution of telecommunications
throughout the world was not tolerable. . . . [either] in the name of common humanity [or]
on the grounds of common interest” (ITU, 1985, p. 3). While this presaged the first recorded

“Commercial independence of the PTO”; “Unbundling telecom market sectors”; “Network facilities competition”;
“Independent regulation” (1999, pp. 12-17). The author prefers the categorisation of the ITU as clearer and more

discrete.

29The 17 member Commission was appointed in 1982 and comprised members - mostly civil servants - from a
wide range of ITU member states, ranging from Gabon to Japan. It was chaired by Sir Donald Maitland, a career

diplomat and civil servant from the UK.
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use of the term ‘digital divide*" by more than 10 years, the concern is the same: how to
address gaps in access to telephony (and, later, other ICT services) around the world. The
report’s recommendations went on to call for a variety of interventions designed to achieve
the “overriding objective . . . of “[bringing] all mankind within easy reach of a telephone by
the early part of the next century” (ITU, 1985, p. 4).

A subsequent series of reports by the US’s National Telecommunications and Information
Administration explicitly linked its documentation of disparities in access to ICTs to universal
service policies designed to overcome those disparities (NTIA, 1995; NTIA, 1999). Similar
linkages are found elsewhere in the literature, both at the level of household and individual
access ( (Albery, 1995; Schement, 1995; Riordan, 2001), and in the context of the gap
between developed and developing countries (Rodriguez & Wilson, 2000). One strand of the
literature on the digital divide is thus concerned with the identification and elaboration of a
variety of remedial interventions to address the digital divide (Hargittai, 2003; Alampay, 2006;
Fuchs & Horak, 2008), amongst which interventions specifically targeting universal access and
service - exploring the “role of ICTs in narrowing the digital divide, and [outlining] policies,
regulatory measures, and targeted investments” (Navas-Sabater, Dymond, & Juntunen, 2002)
- feature with varying degrees of prominence. The elaboration and analysis of the concepts
of universal access and universal service, together with policy and regulatory interventions
designed to achieve their objectives, thus takes place in the context of the manifold academic
discourse on the nature of the ‘digital divide™:.

2.1.3 Defining ‘Universal Service’ and ‘Universal Access’

Definitions of universal service are imprecise and shifting. Milne, for example, points out “how
widely the meaning of 'universal service', and how it is pursued, vary [sic]” (1998, p. 776).
Similarly, Xavier notes that “universal access and universal service are not fixed concepts and
there is no single ‘standard’ definition” of the terms (2006, p. 4). This is not to suggest that
there are definitional disagreements, or that the terminology is so vague as to undermine

meaningfulness. Commentary is sometimes imprecise, but ‘universal service’ now refers to

30 The first recorded use of the term ‘digital divide’ can be traced to a 1996 speech by then US Vice President, Al
Gore (Gore, 1996).

31 There is an entire field of scholarship devoted to the ‘digital divide’, its nature and extent, its dimensions and
causes, its implications and consequences (DiMaggio, Hargittai, Celeste, & Shafer, 2004), but whilst the ‘digital
divide’ is the well-spring for universal access and service policies and regulatory interventions, it is the latter which

constitutes the focus and scope of this research.
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ubiquitous private access to ICT services, whilst ‘universal access’ implies a focus on shared
access via public facilities. The specific ICT services covered (whether the emphasis lies on
telephony or broadband, for example) may vary according to the historical timing and the
analytical focus. Likewise, the consideration of private access as measured at individual or

household level varies according to the analytical frame.

There, therefore, remains a key conceptual distinction between the concepts of ‘universal
access’ and ‘universal service’, with the former referring to the provision of a defined set ICT
services to all individuals or households within a country, and the latter to the provision of
such services primarily via means of shared or public availability (ITU, 1998, p. 61ff; Intven,
2000b, pp. 6-1; Benjamin, 2001, p. 68). Without anticipating the later discussion on the

evolution of the terms, suffice it to cite a recent definition:

The concepts of universal service (US) and universal access (UA) are distinct.
US refers to service at the individual or household level, e.g., typically a
telephone in each home. UA refers to a publicly shared level of service, e.g.,
through public payphones or Internet telecenters. (Blackman & Srivastava,
2011b, p. 153)

It is important to note that this suggests a degree of hierarchical linkage between the
concepts. ‘Access’ implies the ability to use, without necessarily involving ownership.
‘Service’, on the other hand, implies an exclusive right of access. Thus, an individual who has
ICT ‘service’, also has, by definition, ‘access’ to that service, since it is available, accessible
and affordable to them. By contrast, however, an individual who only has ‘access’ to an ICT

service, does not enjoy ‘service'.

Further, it is interesting to note that, while there is considerable agreement on the private
nature of ‘service’ and the shared nature of ‘access’, as set out above, little interrogation has
been undertaken in relation to what constitutes the ubiquity implied by the term ‘universal’.
Many commentators rather loosely allude to 100%. For example, Milne sets 100% "“business”
and “household take-up” as the upper bound on her influential five-stage universal policy
development model (1998, p. 776). But, clearly, there will always be individuals and
households that remain unserved, either by choice or through circumstance. An early analysis
aimed at “estimating whether a natural level of non-penetration [of telephone services] exists”
and hence at determining “what level of penetration constitutes universal service” (Albery,
1995, p. 365) was unable to reach a firm conclusion. The ITU itself benchmarks 90%

penetration as marking households that are “universally served” (1998, pp. 63-64). Universal
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access and universal service may therefore be considered to have been achieved at levels

somewhat below the threshold of 100%.

The concepts of universal service and universal access are closely related, often used together
to denote a broad area of policy and regulatory practice and analysis. Some commentators
(Clement & Shade, 2000; Clarke & Wallsten, 2002) use the term “universality” to denote the
broad area of approach this covered. Following recent usage within the ITU of the phrase
“universal access and service” (Maddens, 2009; Blackman & Srivastava, 2011b), this research

report adopts the same terminology, abbreviated as ‘UAS'.

Finally, in this section, it is important to mention the debate about which telecommunications
services should fall within the ambit of universal access and service policy. As has previously
been suggested, most of the early literature dealing with UAS proceeded from the assumption
that it was access to fixed-line telephony that was under consideration (Dordick, 1990; Milne,
1990; Mueller, 1993; Noam, 1994; Blackman, 1995; Mueller, 1997b). With changes to the
telecommunications technologies and services landscape, however, the debate soon began
to shift to a discussion as to which services exactly should be included under the umbrella of
UAS (Sawhney, 1994; Hills, 1989) and a debate over UAS in relation to specific services such
as mobile (Burkart, 2007; Goggin, 2008) and the Internet (Cremer, 2000; Lievrouw, 2000).
More recently, the debate has tilted firmly and emphatically towards achieving UAS in respect
of high-bandwidth broadband (Xavier, 2008; Alleman, Rappoport, & Banerjee, 2010; Dymond,
2010; Kim, Kelly, & Raja, 2010; Levin, 2010; Rosston & Wallsten, 2011; Prasad, 2013;
Nucciarelli, Sadowski, & Ruhle, 2014).

2.1.4 Availability, Affordability, Accessibility

Access to ICT is widely seen as depending upon ensuring the availability, affordability and
accessibility services (ITU, 1998, p. 63; Xavier & Ypsilanti, 2007; Blackman & Srivastava,
2011b, p. 155; Msimang, 2012, p. 83). These principles have recently been summarised as
follows:

e Availability: the level of service is the same for all users in their place of
work or residence, at all times and without geographical discrimination,

o Affordability: for all users, the price of the service should not be a factor

that limits service access;
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o Accessibility: all telephone subscribers should be treated in a non-
discriminatory manner with respect to the price, service and quality of the

service, in all places, without distinction of race, sex, religion, etc. (ITU, 2013,
p.- 1)

The formulation is not markedly different from their original 1998 incarnation, where the
emphasis was more on the goals of universal access policy. Then, availability implied the
need to ensure “nationwide coverage of telephone service”, while affordability implied
ensuring services were “priced so that most users can afford it” (ITU, 1998, p. 63)=. Whilst
these three analytical pillars surface like a mantra in so much of the writing around UAS, there
is little depth to their analysis in either the academic or expert literature, and they do not
feature prominently in the justifications for policy and regulatory interventions in support of
UAS. Many of the latter are concerned specifically with addressing the availability of service,
with due consideration given to ensuring the accessibility and affordability of services. Price
regulation to ensure affordability has become a key area of regulatory intervention in its own
right (Milne, 2000; Genakos & Valletti, 2015), usually under the umbrella of ‘consumer
protection’, without any specific universal access and service justification. Accessibility has
become an area of focus for researchers concerned with disability (Goggin & Newell, 2000;
Jaeger, 2006) and gender (Huyer & Sikoska, 2003; Olatokun, 2008) issues. That said,
however, availability, affordability and accessibility are clearly key questions impacting the

ability of policy-makers and regulators to achieve universal access and service.

2.1.5 Modelling Universal Access and Service

A number of researchers have attempted to devise models to assist in the understanding of
universal access and service, and with the aim of assisting policy-makers and regulators to

define and measure intervention strategies.

An early and widely-cited= model (Milne, 1998) arose out of an ITU report, where it was
specifically floated as an easier roadmap for governments faced with the “difficult task” and
“conflicting policy choices” posed by pursuing availability, accessibility and affordability
“simultaneously” (ITU, 1998, pp. 65-68). The model identifies five stages “representing
different stages of [fixed-line] telecommunications network development”, ranging from

32 The 2013 wording under accessibility is identical to the 1998 formulation.

33 Google Scholar lists 67 citations as of September 2017.
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“network establishment”, through “mass market take-up”, up to “service to individuals”. Each
is demarcated according to differing levels of business and household uptake, and linked to
appropriate and corresponding “universal service goals” and “typical public policy measures”.
Albeit largely limited to “obligations”, “price rebalancing” and “targeted subsidies” by way of
specific interventions, the model is nonetheless useful in important respects. It helps policy-
makers to position universal access and service within an evolving market dynamic. Further,
it grounds regulatory interventions within the specific realities of the concrete conditions

within the national environment.

Also widely cited* is the access gap model of Navas-Sabater, Dymond and Juntunen (2002).
Its parentage is rather less than clear, and will be discussed in more detail Chapter Four. The

version shown below (Figure 2.1) is drawn from a recent ITU report.

Figure 2.1: The Access Gap Model
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The model is based upon two of the primary axes of the digital divide, location (urban vs

rural) and income (rich vs poor), with wealthy, urban households enjoying ICT service whilst

34 Google Scholar lists 135 citations for the report in which the model first appeared as of September 2017.
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poor, rural households largely denied access to such services. As such, the framework

corresponds to the notions of availability and affordability discussed above.

The value of such a framework for policy-makers and regulators is that it assists in the
conceptualisation and targeting of how to intervene in order to achieve universal access and
service. Potential ICT users who make up the “market efficiency gap”, although currently
unserved, are nonetheless “commercially feasible”, and can be served if policy-making and
regulation are structured so as to optimise the functioning of the market (for example, through
price or interconnection regulation). Possible consumers in the “smart subsidy zone” will
require one or other intervention in order to be able to enter the market (such as the provision
of a free or subsidised handset, or the subsidised construction of a base station=). The “true
access” gap comprises those households and individuals too remote or too poor to afford any
form of access, for whom “ongoing support” (for example, through the provision of free or
subsidised minutes via lifeline tariffing) is necessary if they are to enjoy some form of access.

The model is thus clearly a practice-oriented tool rather than a theory-driven analytical

framework.

Having looked at some of the key concepts in relation to UAS international best practice, it is
important to turn our attention to the literature relating to some of the key specific
interventions. Before proceeding, it is worth briefly summarising some of the key precepts

within that international best practice. These include:

¢ Imposing universal service infrastructure rollout and service provision obligations upon

telecommunications licensees;

e Addressing the market efficiency gap by strengthening ongoing reform in the sector,
particularly through appropriate regulatory measures to promote competition;

e Establishing universal service funds to augment market interventions by addressing
the access gap in order to bridge the digital divide;

e Utilising least subsidy auctions as the optimum means of deploying the resources

within such universal service funds;

¢ Rolling out multi-purpose community telecentres as a universal access and service

deployment model;

35 For example, the regulator in Zimbabwe has recently issued a tender for the construction of 250 base stations

in unserved rural areas (Karombo, 2017).
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e Deploying wireless technologies to enable small-scale rural entrepreneurs to provide

localised telecommunications services to consumers. (ITU, 2003b)=

A more detailed analysis of the evolution of that international good practice will follow in

Chapter Four.

2.2 Intervening for Universal Access and Service

Two principal areas for universal access and service intervention feature prominently in the
academic literature, viz universal service obligations (USOs) and universal service funds
(USFs). However, much of the literature focuses on the implementation of these two
intervention models in practice, and is often closely elided with the expert literature on the
subject. Since the latter will be dealt with in far greater detail in Chapter Four, only a very
short, introductory analysis is presented below.

2.2.1 Universal Service Obligations

Universal service obligations were originally conceived as a mandate to serve all potential
customers regardless of geographic location: “a requirement to provide basic telephone
service to all who request it at a uniform price even though there may be significant
differences in the costs of supply” (OECD 1995 p5).

The formal imposition of that mandate in the shape of Universal or Mandatory Service
Obligations (USOs) specified for licensees, has long been considered core to the arsenal of
regulators seeking to extend the reach of telecomms access in their countries (Intven, 2000b,
pp. 6-19; infoDev, 2009, p. 37; Maddens, 2009, p. 6). USOs may take many forms, ranging
from obligatory network rollout targets or coverage requirements to the mandatory provision
of specified services such as free emergency calls.

The literature on this specific UAS intervention is sometimes muddied by terminological
slippage. For example, in the US, the universal service fund is used to finance the
implementation of the universal service obligation set for licensees, which requires them to
provide services to schools, libraries and rural health care facilities, along with support for
service to high cost areas and low income subscribers (Marashlian, Hankins, & McReynolds,
2011, pp. 349-350). As a result, discussion of the universal service fund in the US is often

36 Most of these have been restated more recently by Blackman and Srivastava (2011b).
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conflated with discussion of universal service obligations®’. Even Burkart’s discussion of
extending universal service obligations to encompass mobile and Internet services in Mexico
makes the same conflation, and includes “subsidies for firms” and “direct payments to end-
users” (2007, p. 175).

However, for the purposes of analysis, it is important to distinguish between USOs - the
“imposition of universal service obligations on certain or all market players” - and the specific
“the creation of Universal Service Funds” (whether or not these are used for the actual
“financing of universal service obligations”) (Maddens, 2009, p. 3). This is an approach also
adopted by key commentators on universal access and service in South Africa - cf (Hodge,
2004; Msimang, 2006).

2.2.2 Universal Service Fund

Current international best practice on USFs and their future is somewhat divided (Hudson,
2010), as two recent global studies show. After examining 64 USFs around the world, of
which a quarter were found to be “inactive”, the GSMA concluded that "based on their general
performance to date, USFs do not appear to be the most appropriate mechanism to achieve
universal service and further social and economic development" (GSMA, 2013). On the other
hand, the ITU’s recent examination of 69 USFs worldwide also found similar problems of low
or non-existent levels of activity, but went on to make a number of strategic recommendations
for USFs, including the need to ensure that they are enabled to “respond to rapidly changing
and evolving priorities”, that they need to be placed the control of an “independent unit to
manage the USFs in a transparent, autonomous and competitive manner” and that they need

to be utilised to “address broadband access".

However, despite evidence of problems in the deployment and utilisation of such funds (Lewis,
Establishing a Local Content Fund: The Experience of Funding Universal Access and Service,
2015), they are viewed as a “vital tool to achieve Universal Broadband” (Townsend, 2015, p.
18), they continue to be punted today (Prasad, 2013; Williams, 2016).

37 A similar terminological slippage surrounds the term ‘liberalisation’, usually used to refer to liberalising the market

through introducing competition, but used by some to refer to the entire telecommunications reform process.

38 |TU (2013) “Universal Service Fund and Digital Inclusion for all Study', International Telecommunication Union,
Geneva available online at http://www.itu.int/en/ITU-
D/Conferences/GSR/Documents/ITU%20USF%20Final%20Report.pdf.
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2.3 Regime Theory

The cluster of ideas and concepts outlined above forms a more or less coherent body of
knowledge, perhaps not universally shared by all involved, but certainly with a sufficiently
common basis as to form a common platform for discussion or disputation. Much of the
conversation takes place in association with a common cluster of institutions, such as the
OECD, the ITU and the WTO. This suggests that the analysis undertaken here may benefit
from consideration of universal access and service as part of an ‘international regime’ (or
regimes) centred around some of the key institutions involved and based on an ‘epistemic
community” of the central issues and ideas.

Examining universal access and service from the perspective of the discourse around regime
theory offers an interesting analytical lens for an understanding of the role of multi-lateral
institutions such as the ITU and the WTO in relation to universal access and service, of the
rise and influence of what may be termed international best practice in respect of related

policy and regulatory interventions.

Krasner’s seminal defence of the value of the regime theory perspective has defined ‘regimes’
as “sets of implicit or explicit principles, norms, rules, and decision-making procedures around

which actors’ expectations converge in a given area of international relations” (1982, p. 186).

Krasner, therefore, sees international ‘regimes’ as a “pervasive and significant phenomenon
in the international system” (1982, p. 194). Such regimes form the “intervening variables”,
crystallised out of the “patterned behavior” adopted by actors in pursuit goals or outcomes.
As such, they play a normative role in mediating and shaping the (usually economic) “self
interest” and “political power” dynamics of nation states and firms in order to “achieve desired
outcomes” (1982).

Implicit in Krasner’s approach to regimes is their locus within a single institutional structure
or across a lattice of institutional arrangements. Their mode of operation is rooted in a set
of largely implicit ‘norms’ and ‘principles’, and played out through more formal ‘rules” and

‘decision-making procedures’.

Krasner goes on to conclude:

Interest, power, diffuse norms, customs, and knowledge may all play a role in
regime formation. These causal factors may be manifest through the behavior
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of individuals, particular bureaucracies, and international organizations, as well
as states. (1982, p. 205))

Critics argue that focusing on the regime as an entity leads to a “static” and “state-centric”
approach to international relations, one that obscures the underlying motivations and
objectives of the actors and the economic and political power dynamics at play (Strange,
1982, p. 479ff). Nevertheless, for the purposes of understanding and analysing the rise of
international best practice in respect of universal access and service, and of charting how this
has played itself out through entities such as the ITU and the WTO, the regime perspective

has useful insights to offer.

An important early review of the literature associated with regime theory by Haggard and
Simmons (1987) distinguishes four strands of approach to the analysis of regimes. In their
conceptualisation, “structural” approaches are able to show the role of political power in
international regimes as players struggle for *hegemony” in order to realise their agendas and
objectives. They further show how “game-theoretic approaches” are able to provide insights
into the stability and modes of co-operation with regimes. A third strand of “functional theory”
emphasises the rule-making aspects of regimes and their ability to lower transaction costs in
addressing specific issues. Finally, “cognitive” theories emphasise the role of shared values
and assumptions, of “ideology” if you will, in shaping the formation and functioning of
regimes. The four broad approaches distinguished by Haggard and Simmons are not
necessarily mutually exclusive, with each illuminating differing aspects of regime formation
and operationalisation, and each (with the exception of game-theory) finding an anchor in
Krasner’s definition. Indeed, all four may be necessary for a full analysis and understanding

of any specific regime.

However, it is the ‘cognitive’ approach that perhaps offers the most fruitful set of insights into
the rise of international best practice in respect of universal access and service. Indeed,
Krasner points to the role of “knowledge” in creating a shared “basis for cooperation” in
respect of public policy (1982, p. 203) as one of the key factors underpinning regime

formation.

A number of adherents of regime theory have developed this type of approach considerably
further through the conceptualisation and elaboration of what they term ‘epistemic

communities’ and the role of such communities within regime formation and elaboration.
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The classic formulation of what constitutes an epistemic community comes from Haas. It
comprises a “network of professionals with recognized expertise and competence in a
particular domain and an authoritative claim to policy-relevant knowledge within that domain
or issue-area” (Haas, 1992, p. 3). Epistemic communities, for Haas, constitute an “important
determinant of international policy coordination” (1992, p. 3) within an international context
of growing uncertainty and technical complexity that is more and more permeated by
administrative, bureaucratic and regulatory bodies* where the influence of technical and

policy advisers increasingly holds sway.

Haas' characterisation of the key features of an epistemic community has much in common
with the principles, norms, rules and decision-making procedures described by Krasner (1982,
p. 186) as the core characteristics of regimes themselves. According to Haas, epistemic
communities - as distinct from other groupings, such as interest groups, social movements,

disciplines, professions, legislators, bureaucratic agencies and coalitions - possess:
(1) a shared set of normative and principled beliefs . . .

(2) shared causal beliefs . . . [regarding the] /inkages between possible policy

actions and desired outcomes . . .

(3) shared notions of validity . . . criteria for weighing and validating knowledge
in the domain of their expertise . . .

(4) @ common policy enterprise . . . a set of common practices. (Haas, 1992,
p. 3)

Such an approach allows the analysis to focus on the “process through which consensus is
reached within a given domain of expertise and through which the consensual knowledge is
diffused to and carried forward by other actors” (Haas, 1992, p. 23). It is therefore well
suited to an examination of the interplay between regime formation and the development or
the struggle for hegemony of a body of knowledge that may be characterised as international

best practice.

Lest such an approach be seen as a purely deterministic one with a privileged role for policy
experts, Haas elsewhere describes the “political insinuation” of epistemic communities

because political hegemons “tend to call on an epistemic community whose ideas ‘implicitly

39 Haas’s formulation predates, but has much in common with Majone’s notion of the ‘regulatory state’ (Majone,
1994).
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align’ with their own preexisting political agenda and will help them further” (Adler & Haas,
1992, p. 374 & 381). More recently, Cross reaffirms the degree to which “policymakers will
likely increasingly rely on the expertise of these networks to devise transnational solutions to
global problems” (2013, p. 160). Together, this suggests a rather more complex interplay

between a range of epistemic communities and political elites.

The formulations of regime theory thus provide an analytical framework to account for the
establishment of organisations like the WTO and the ITU, to illuminate the negotiations that
led to the adoption of the Agreement on Basic Telecommunications (WTO, 1995) and the
Regulatory Reference Paper (WTO, 1996b), and to trace the influence of these processes and
agreements, and the international best practices that they spawned, on the behaviour of

individual countries like South Africa as they moved to implement telecomms reforms.

Indeed, an example of the effectiveness of this approach can be seen in the analysis by
Cowhey (1990) of the shifting international telecommunications regime, as market reform
took hold and the balance of power shifted from monopoly provision to competition. He is
able to show the role of a coalition of countries and firms, led by the USA, the UK and Japan,
in developing a changed paradigm of the telecommunications market, and its impact on GATT
and the ITU - essentially tracking a change in regime®. It is an analysis that is particularly

powerful and prescient in hindsight (cf Cowhey & Kilimenko).

More recently, and writing with more of an emphasis on the ‘cognitive’ components of regime
theory, Cogburn (2004) traces a complex landscape of institutions and their conferences and
meetings, and shows the emergence of two contending “epistemic communities”, a pro-
development one centred around the ITU and a pro-business one centred around the WTO.
Subsequent developments suggest a less clear-cut outcome, but Cogburn’s analysis is useful
in showing the complex interplay of norms and values, and hence the subtle, but persuasive

role of conceptions of ‘international good practice’.

The literature of regime theory is therefore useful in understanding the roles and interactions
of the various stakeholders in the international and domestic telecommunications space, in
articulating the interplay and dynamics within the constellation of international and domestic
policy and regulatory bodies, and in showing how ‘international best practice’ comes to be

conceptualised and hegemonised.

40 A more functionalist analysis focusing primarily on the ITU, but showing a similar overall trajectory of regime
change can be found in (Zacher, 1996, pp. 152-180).
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2.4 Theories of Policy Transfer and Diffusion

It is, however, a different strand of theory that illuminates the translation from ‘international
best practice’ to domestic implementation at a national level, namely the discourse around

policy transfer and policy diffusion.

This is a strand of analysis that focuses, in the oft-quoted words of Dolowitz and Marsh, on
the “process by which knowledge about policies, administrative arrangements, institutions
and ideas in one political system (past or present) is used in the development of policies,
administrative arrangements, institutions and ideas in another political system” (2000, p. 5).

Whether or not the degree of conceptual dichotomy between ‘policy transfer’ and ‘policy
diffusion” within the discourse is as pronounced as some scholars (Marsh & Sharman, Policy
diffusion and policy transfer, 2009) suggest, it seems likely that a useful analytical approach
should draw on the insights of both approaches (Chulajata & Turner, 2009; Marsh & Sharman,
2009).

One axis of analysis needs to examine the level of coercion involved in the adoption of policy
from one jurisdiction to another, the extent to which the policy regime is a dictatorial one,
imposing unidirectional adoption of policy, or a more democratic one, encouraging adaption
to local needs and conditions. The policy transfer continuum of Dolowitz and Marsh suggests
a useful categorisation, from imposed, direct “coercive transfer” of policies at the one extreme
to fully thought-through “lesson-drawing” at the other (2000, p13). What seems to
distinguish the extremes of the axis of their continuum (Figure 2.2 below) is principally the
degree of involvement and freedom experienced by local actors in the policy recipient

jurisdiction, and, to a lesser extent, the degree of policy modification undertaken during

transfer.
Figure 2.2: From Coercive to Voluntary Transfer
. Obligated transfer
Lesson-drawing (transfer as a result of
(bounded by rationality) treaty obligation)
Voluntary transfer I | > Coercive transfer

(perfect rationality) ' ! ‘ (Direct imposition)
Voluntary but driven by Conditionality
perceived necessity (such as

desire for international
acceptance)

Source: (Dolowitz & Marsh, 2000, p. 13)
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Policies imposed on countries by way of accession to international agreements via bodies like
the ITU through direct “copying” would be at the coercive end of the continuum. Policies
based on the authority of international best practice by means of “emulation” have rather
more involvement from local actors and are likely to be somewhat modified. At the other end
of the spectrum are local policies developed by means of “lesson-drawing”, involving varying
degrees of rational interaction and analytical involvement and adaptation by local actors ”
(Dolowitz & Marsh, 2000, p. 9).

Dolowitz and Marsh go on to propose a more nuanced conceptual framework drawn from
their continuum. It is a framework that is more complex and seeks to examine policy transfer
and diffusion in terms of several dimensions: the motivations driving policy transfer; the
actors involved; the content of the transfer; the “degrees” or extent of transfer; the
“constraints” affecting transfer ” (2000, p. 9ff). As such it offers useful insights into the kind
of “process-tracing” (Marsh & Sharman, Policy diffusion and policy transfer, 2009) approach
appropriate to analysis of the transfer and diffusion specific policies (such as universal access
and service) in specific contexts (such as South Africa).

The level of involvement of local actors, and the degree to which policies are adapted, and
the processes governing these, have led other commentators to interrogate the concepts of
policy learning and policy adaptation (Dobbin, Simmons, & Garrett, 2007; Elkins & Simmons,
2005; Meseguer, 2005; Meseguer & Gilardi, 2009).

According to Meseguer, what distinguishes policy transfer or diffusion at the coercive end of
the spectrum, which she refers to as “emulation” is that it is “driven by motivations other than
problem solving” such as external imposition, imitation of peer countries or pressures of
competition, and hence “does not entail reflection on causal paths leading from policies to
outcomes” (2005, p. 73).

Of more interest to Meseguer, and of more value, therefore, in grasping the development of
a cluster of policies based on varying strands of international best practice, is the process by
which policy paradigms are engaged with, modified and applied - by which social learning
occurs. Policy development via social learning derives from an engagement with a defined
problem, is underpinned by a level of intention to seek an optimal solution, and is undertaken

through some degree of analysis of solution alternatives. In her words:

First, learning is purposive: a problem is set and a solution is sought. Second,

a solution is chosen on the basis of observed experience and a better
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understanding of which policies may lead to particular outcomes. (Meseguer,
2005, p. 73)

It is the degree of analysis of solution alternatives that distinguishes differing forms of social
learning. On the one hand, the process may be one of “bounded learning” (Meseguer, 2005;
Weyland, 2007) in which policy-makers view options through the blinkers of their own
preconceptions, ideological biases and existing policy frameworks: “rather than scanning all
information, governments look at refevant information. . . . [so that] particular pieces of

information become more representative than others” (Meseguer, 2005, pp. 72,3).

On the other hand, the process may be more one of “rational learning” (Meseguer, 2005) in
which policy-makers “scan all available information regardless of its origin and interpret all of
it in exactly the same manner, drawing the same conclusions about the relative merits of
different policies and marginalizing prior beliefs about policies in the light of mounting
evidence, positive or negative” (Meseguer, 2005, p. 72).

This dichotomy is one that that has its roots in earlier policy transfer frameworks (Dolowitz &
Marsh, 1996; Dolowitz & Marsh, 2000). It is also one that has a normative component with
the implication that more rational approaches are likely to ensure more positive outcomes
(Meseguer, 2005; Howlett, 2009). In practice it is far more likely again to form a continuum,
with concrete examples of policy-making falling somewhere between the two extremes. But
it does offer a useful analytical tool for engaging with the detailed mechanisms of the process
of transferring, adopting and adapting policies such as those related to universal access and
service, particularly where domestic actors are active participants (see, for example,
(Chulajata & Turner, 2009)).

It is perhaps true to say that the examination of the literature set out above has tended to
emphasise the role, motivations and engagement of local actors in the policy transfer process
- in other words, to privilege an agency-centred approach. But it is also true to say that
these local actors engage with the policy transfer process within a series of structural
constraints, both those imposed by external international best practice regimes and those set
by domestic institutional and contextual factors. The process of policy adoption and

implementation is thus likely to be complex and dialectical, one that is

interactive and iterative. Structures provide the context within which agents

act and they constrain or facilitate the agents’ actions. However, agents
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Interpret those structures and, in acting, change them. (Marsh & Sharman,
2009, p. 275))

As such, this is similar to the approach adopted by Chulajata and Turner in their analysis of
telecommunications privatisation in Thailand. It is an applied approach that takes into account

both structural and agency causations:

Policy is transferred by actors in policy networks, and their interactions will vary
between jurisdictions, leading to different policy characteristics, but their
Interactions are located in specific and changing contexts and events that will
influence the possibilities and choices open to the policy actors. (Chulajata &
Turner, 2009, p. 37)

The literature of policy transfer and policy diffusion thus offers a powerful analytical lens to
understand how developing countries like South Africa adopt, adapt and implement universal
access and service policies under the influence of bodies such as the WTO and ITU.

2.5 Policy Evaluation

The literature of policy transfer is, as several scholars have suggested, closely, but often only
implicitly, bound to assessments of policy success and policy failure (Dolowitz & Marsh, 2000;
Marsh & Sharman, 2009). Itis highly unlikely, for example, that acknowledged policy failures
will diffuse or be transferred. And any involvement of local actors through policy learning in
the adoption and implementation process is likely to involve assessments of success and

failure, with differing degrees of subjectivity and objectivity.

Thus, one of the concerns of Dolowitz and Marsh is with the manner in which policy transfer
can contribute to policy failure. They suggest that policies fail in the adopting country for
several reasons: either because the original policy is poorly understood and thus adoption is
“uninformed”, or because the transfer is partial or “incomplete”, or because the policy is
“inappropriate” to the context of the recipient country ” (2000, p. 17). This is similar to the
suggestion by Meseguer that policy learning which is excessively “bounded” may be linked to
“suboptimal outcomes” (Meseguer, 2005, p. 76). There may of course be other reasons for
failed policy transfer (for example, the motivations and hidden agendas of local actors
(Chulajata & Turner, 2009)).
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Likewise, Marsh and Sharman point to the need for a “generally accepted framework for
judging policy success” (2009, p. 283) in order to assess policy impacts and outcomes. It is
thus important to develop a metric for policy success and failure. Similarly, analysis of why
policies come to fail in the countries of their adoption is likely to assist in ensuring future

success in policy transfer.

Marsh has gone on, in conjunction with McConnell, to propose just such a “framework... within
which practitioners and academics can approach the question of whether a particular policy
was/is successful” (Marsh & McConnell, 2010, p. 565). Pointing to the fact that much of the
current academic literature is taken up with context-specific evaluation studies, and drawing
from the more recent models and frameworks of Boyne (2003) and Bovens, 't Hart and their
collaborators (Bovens & 't Hart, 1996; Bovens, 't Hart, & Peters, 2001), Marsh and McConnell
seek to develop a heuristic framework for the assessment of success and failure in policy
development and implementation (2010). To the programmatic (in which success / failure is
“established in relation to three criteria - effectiveness, efficiency and resilience” (Marsh &
McConnell, 2010, p. 568) and political (in which success / failure is established in relation to
manner in which “policies and policy makers become represented and evaluated in the political
arena” (Bovens, 't Hart, & Peters, 2001, p. 20) dimensions of policy evaluation, they add a
‘process’ dimension. The latter they describe as assessment relating to the “stages of policy-
making in which issues emerge and are framed, options are explored, interests are consulted
and decisions made”, including through the passage of legislation (Marsh & McConnell, 2010,
p. 572).

Despite disagreement from Bovens, who feels that the ‘process’ dimension is “analytically not
on the same level” (2010, p. 584) as the programmatic and political dimensions, McConnell
has undertaken further development of the framework outlined above into a fully-fledged
evaluation framework that examines each of the three key dimensions (process, programme,
politics) and evaluates success along a Likert-style spectrum ranging from success, through
“resilient success”, “conflicted success”, “precarious success”, right down to failure, employing
a granulated series of sub-criteria for each dimension (2010). The resultant tool goes well
beyond a simple heuristic tool towards becoming a fully-fledged, comprehensive policy
evaluation framework, one that holds considerable value in assisting a thorough assessment
of the entire process of adopting, adapting and implementing a policy cluster such as that

involved in universal access and service.
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2.6 Conceptual Framework

The examination and analysis of the various explanatory theories above suggest a possible
conceptual framework (see Figure 2.3 below) through which to chronicle, analyse and account
for the adoption and implementation of universal access and service policy and regulatory
interventions in South Africa over the period 1994 — 2004, and by means of which an

assessment of the cluster of interventions may be undertaken.

Figure 2.3: Forces Driving Reform of the Telecommunications Sector
Universal Access & Service in South Africa (1994 — 2014)

Adoption & Implementation
Adaptation of & Impact of
UAS IBP Models UAS Models in
in RSA RSA

International

Best Practice
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What accounts for the

What accounts for the What led South Africa . .
. implementation
hegemony of certain to adopt these .
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models? models?
outcomes?

Policy
Evaluation
Theory

Policy
Transfer/Diffusion

Theory

UAS International Best Practice Models

« Universal Service Obligations (USOs)
« Universal Service Fund (USF)
» Universal Service Agency (USA/ USAASA) (innovation)
» Under-serviced Area Licences (USALs) (innovation?)
Regime theory, as previously indicated, appears to account for the hegemony of key
international institutions such as the WTO and the ITU in respect of ICT sector reform and its
associated policy and regulation. It further suggests the rise of an epistemic community
centred on notions of international best practice in respect of universal access and service

policy and regulation.

The theories of policy transfer and policy diffusion seem to offer a useful explanatory lens
through which to chart the influence of this international best practice epistemic community
on developing countries in the process of implementing ICT sector reform, and of formulating
and implementing, in the specific case of South Africa, universal access and service policy and

regulation. This body may help to understand how and to what extent international best
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practice impacted on and influenced local actors, and the types and degrees of policy learning

that took place as policies were adopted, adapted and implemented.

The evolving policy success / failure theoretical framework provides critical assistance in
understanding the relative degrees of success and failure of each of the universal access and
service policy components from international best practice as adapted and implemented in
the context of South Africa. This framework also serves to test the accuracy of popular and
expert assessments of the degree to which the various universal access and service
interventions succeeded or failed, and points towards the long term impacts of this cluster of

policy interventions.

In turn, an assessment of policy success and failure helps to inform an understanding of the
modes and degrees of policy transfer and diffusion, and of the role of local learning and the

impact of key stakeholders in the implementation of international best practice.

The conceptual framework outlined above (Figure 2.3) therefore offers a valuable analytical
tool to chart the ways in which South Africa was influenced (or not) by international best
practice in relation to universal access and service, the manner in which local actors were
influenced, and the degrees to which this took place, and the impact of this on the resultant
success or failure of universal access and service interventions in South Africa. Analysing and
assessing the adoption, adaptation and implementation of universal access and service policy
and regulation in South Africa offers, in turn, a useful test for the validity of the conceptual

model outlined here, and may assist in its rejection, confirmation or further refinement.
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3 Research Question

As has been shown, South Africa adopted universal access and service as a central pillar
within its programme of ICT sector reform. Further, many analysts and commentators have
viewed the adoption and implementation of this cluster of policy interventions in a negative
light. The literature review undertaken above has, in the first instance, looked at the literature
describing and discussing the key components of universal access and service international
best practice. It has further looked at theoretical perspectives that seek to account for the
hegemony of certain polices and policy components, that seek to trace the paths whereby
such policies diffuse and are transferred to other jurisdictions, and that assist in assessing the

relative success or failure of their implementation.

Accordingly, in the context of universal access and service in South Africa, the following overall

research question may be posed:

What were the major factors, both internal and external, that
underpinned the adoption of universal access and service as a key
component of telecommunications reform policy in post-1994 South
Africa, and how did their complex interplay influence and shape the

consequent policy implementation, and affect its outcomes?

3.1 Sub-questions

The following sub-questions emerge from the overall research question and assist in providing

greater depth and clarity to its various components:

1. What factors led to the emergence of certain universal access and service

strategies as international best practice?

2. What factors shaped South Africa’s adoption of universal access and service
at the forefront of its telecommunications policy?

3. What factors underpinned South Africa’s choice of the specific set of

universal access and service interventions that were implemented?

4. What were the outcomes and impacts of the implementation of South

Africa’s chosen set of universal access and service interventions?
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5. What factors account for any slippages between policy conception and
policy implementation in respect of universal access and service in South

Africa?

6. To what extent does the conceptual model proposed here provide an
effective analytical tool to understand and evaluate the implementation of
international best practice policies, such as those dealing with universal

access and service?

3.2 Methodology

An assessment of South Africa’s universal access and service policy and regulatory
interventions over the last 15 years, one which seeks to explain the development and
implementation of policy and regulatory choices, and to account for successes and failures,
falls within the qualitative research paradigm. As such, it aligns with Creswell’s generic
definition of qualitative research as an “inquiry process of understanding a social or human
problem based on building a complex, holistic picture, formed with words, reporting detailed
views of informants, and conducted in a natural setting” (1994, pp. 1-2).

Rather than seeking to test a specific hypothesis involving quantitative variables in a
mathematical relationship, the research proposed here is exploratory in nature, concerned
with events, the motivations underpinning them, and the meanings ascribed to them by the
participants and observers, and with the extent to which the broad conceptual framework
derived from the literature review has explanatory rather than predictive power. It is an
attempt, therefore, on the one hand, to “understand people’s perceptions, perspectives, and
understandings of a particular situation” (Leedy & Ormrod, 2005, p. 139), and, on the other,
to examine the validity of the conceptual framework developed through the literature review

above.

More specifically the research proposed here has several features in common with those of
the academic case study. In the oft-cited words of Schramm, “the central tendency among
all types of case study, is that it tries to illuminate a decision or a set of decisions: why they

were taken, how they were implemented, and with what result” (Schramm, 1971, p. 6).

In his seminal book on case study research, Yin has pointed to the case study, within the
range of possible research strategies, as a preferred approach under particular circumstances.
One of these is the nature of the research question. He suggests that the case study approach
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is appropriate to address explanatory questions in relation to complex social phenomena,
where the research seeks to answer a “'how’ or ‘why’ question . . . about a contemporary
set of events, over which the investigator has little or no control” (Yin, 1994, p. 9). Similarly,
Schramm, despite being somewhat dismissive of the case study as “science”, characterises
the approach as “deliberately and centrally designed to illuminate a decision, a policy, and a
practice” (1971, p. 6).

Secondly, Yin suggests that the scope of the research and its unit of analysis favours the
adoption of a case study approach, which scope he defines as an “empirical enquiry that
investigates a contemporary phenomenon within its real-life context, especially when the
boundaries between phenomenon and its context are not clearly evident” (Yin, 1994, p. 13).
A case study approach is thus well suited to the examination of a sequence of complex,
unfolding and highly contextualised social events, where there are no clear independent and
dependant variables.

Finally, according to Yin, it is the evidentiary basis of the research and the nature of the data
under examination, which may indicate a case study approach. It is, he argues, an approach
appropriate for a “technically distinctive situation in which there will be many more variables
of interest than data points, and as one result relies on multiple sources of evidence, with
data needing to converge in a triangulating fashion (Yin, 1994, pp. 13,4). It is, thus, both
the degree of complexity of the research problem in relation to the available data and the
wide range of potential types and sources of evidence that argues for the adoption of a case
study approach.

Flyvbjerg’s significant defence of the case study approach offers a slightly different but not
contradictory characterisation based on four key criteria. A case study, he suggests, is
distinguished by: the choice of an “individual unit of study” with clear “boundaries”; the level
of analytical “detail, richness, completeness, and variance - thatis, depth”; the way in which
the unit of study “evolves in time, often as a string of concrete and interrelated events”, and
the focus on contextual factors influencing the phenomenon under study (Flyvbjerg, 2011, p.
301). While Yin's scope, nature of the data, and type of research question can be traced in
Flyvjberg’s definition, it is the addition of a concern with the evolution of the phenomenon
under study over time rather than as part of a cause and effect relationship that is a potentially

useful addition to the features of the case study approach.

The research proposed here meets all four of the criteria identified above. At the explanatory

heart of the research lie what are in essence a series of *how’ and ‘why’ questions (all be they

47



framed in relation to the ‘factors’ underpinning developments) that seek to account for the
manner in which a specific set of universal access and service interventions came to be viewed
as international good practice before being adopted, adapted and implemented in South
Africa, and thence to explain the reasons as to why the outcomes unfolded as they did. The
scope and focus of the research lie in the complex series of historical events relating to the
adoption, implementation and subsequent impact of the cluster of policy and regulatory
interventions concerning universal access and service in the concrete context of a specific
jurisdiction, the South African social and political context. Thirdly, the sources of data are
multiple, complex and possibly fragmentary, ranging from official documents such as
legislation and published reports, through unofficial documentation such as memoranda and
correspondence, to the memories, perceptions and interpretations of participants,
stakeholders and commentators.  Finally, universal access and service is a policy
implementation phenomenon with a history that has unfolded over time in South Africa, as a

series of complex, interlinked events. Indeed, it continues to evolve.

The case study approach has, as has been pointed out by Riege (2003), been viewed with
scepticism in some quarters, particularly those with a positivist perspective. It has been
criticised as lacking the rigour, validity and reliability of more quantitative approaches (issues
also addressed by Yin (1994, pp. 10 & 34-9). Working from within a realist paradigm, Riege
goes on to suggest that a sufficiently rigorous case study methodology can parallel the validity
and reliability of positivism. He argues that scientific rigour can be achieved by ensuring that
case study research has “confirmability” (“whether the interpretation of data is drawn in a
logical and unprejudiced manner” — analogous to ‘construct validity”), “credibility” (whether
the findings are ‘“internally coherent” and the “concepts systematically related” -
corresponding to ‘internal validity’), “transferability” (whether the research achieves
“analytical generalisation” — equivalent to ‘external validity”) and “dependability” (whether the
research demonstrates “stability and consistency in the process of enquiry — analogous to
‘reliability”) (Riege, 2003, p. 81). Together with the practical research guidelines he proposes,
the argument puts forward the view that the case study approach is eminently capable of
passing scientific muster, provided it is approached in an objective, consistent and systematic
manner. A similar, if less systematic argument underlies Anderson’s statement that the case
study, properly applied, “incorporates a chain of evidence, a tight and interconnected path of
recording evidence so that the reader who was not present to observe the case can follow

the analysis and come to the stated conclusion” (Anderson, 1993, p. 169).
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A related criticism of the case study approach, drawn from the ‘reliability” issue in particular,
is that it lacks the generalisability of more quantitative, positivist paradigms. In his defence
of the case study approach as a scientifically valid methodology, Flyvbjerg critiques the
assumption that “one cannot generalize on the basis of an individual case [and therefore that]
the case study cannot contribute to scientific development” (2011, p. 304), arguing for the
value of in-depth scrutiny of phenomena for the accumulation of knowledge and the role of
case study in the falsification of theoretical propositions. Yin too has defended the
generalisability of the case study, arguing that it is an approach suited to “analytic
generalization”, in other words that it seeks to “expand and generalize theories”, rather than

to derive “statistical generalization” (1994, p. 10).

The case study research proposed here, as has been suggested previously, seeks Yin's
‘analytic generalisability’, in examining whether the analytical framework derived via the
literature review provides a suitably rich and textured framework to illuminate a concrete and
specific case of policy adoption, implementation and consequent success or failure. Its unit
of analysis is a defined set of universal access and service interventions, namely those
undertaken in South Africa, within a specified time frame, between 1994 and 2009. The
analytical approach proposed will seek to describe in depth and detail how those interventions
unfolded over the 15-year period, to evaluate and explain the causes, consequences and

impact of those interventions, and the role of contextual factors, both external and internal.

In summary, the methodology proposed for the research is that of a qualitative case study, a
holistic and in-depth examination of a complex and inter-connected series of events that
unfolded over a defined time-frame, where the “proximity to reality...and the learning process
it generates for the researcher will . . . constitute a prerequisite for advanced understanding”
(Flyvbjerg, 2006, p. 236).

3.3 Research Design

As a case study of South Africa’s universal access and service policy and practice, the research
proposed here will rely on Yin’s “multiple sources of evidence” (Yin, 1994, p. 13), principally

documents and archival records, and interviews with actors and observers.

Neuman (2000, p220), says that “qualitative researchers opt for non-probability sampling
because the respondents are not chosen for being found to be representative of a larger
group, but because they are found to be most relevant to the research topic”.
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Zikmund (2003, p382) “says a non-probability judgment method selects only individuals with

the appropriate knowledge and character required for the study”.

We know that interviewers and interviewees co-construct the interview, and that
the replies to questions are produced for that particular occasion and circumstance.
Interviewees will select their words with care, and will moderate what they have
to say to the particular circumstances. If we put to one side the epistemological
question of whether or not there is any ultimate ‘reality’ to be communicated, the
interviewee may have incomplete knowledge and faulty memory. They will always
have subjective perceptions that will be related to their own past experiences and
current conditions. At best, interviewees will only give what they are prepared to
reveal about their subjective perceptions of events and opinions. These
perceptions and opinions will change over time, and according to circumstance.
They may be at some considerable distance from any ‘reality’ as others might see
it. (Walford, 2007, p. 147)

3.3.1 Document Analysis

A key source of data will be document analysis. The starting point here will be primary official
documentation relating to universal access and service in South Africa that is in the public
domain. Details of Universal Service Obligations, for example, are set out in the licences of
the respective operators, which, while not readily publicly available, are nonetheless public
documents. Annual reports of the major operators, along with those for the sector regulator,
ICASA, and the Universal Service and Access Agency of South Africa (USAASA) are also
publicly available, and contain details of rollout and universal access and service provisions,
projects and interventions. Likewise, the key documents of the WTO, the ITU, and the OECD
are freely available, as are many semi-official documents, such as consultants’ reports
prepared for ICASA and USAASA.

These will be supplemented by whatever primary non-public official documents, such as
internal reports, correspondence, memos and the like, can be obtained during the research
process. Finally, third-party academic analysis, expert commentary and reportage in the
public press will be drawn on.
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3.3.2 Semi-structured Interviews

The second key source of data will be a series of semi-structured interviews with key actors,
primarily face-to-face, but via telephone, Skype or e-mail, where this is not possible. The
interviewees will identified and selected on a purposive sampling basis, based on their role
either as direct participants or key stakeholders in the formulation and implementation of
universal access and service policy and regulatory interventions in South Africa (such as
former ministers, former Directors General, current and former senior staff at Department of
Communications, ICASA, USAASA, and the various licensees), or as commentators and
analysts on the process (such as academics, other researchers, and journalists). As indicated,
the sampling process will initially be purposive, but a snowball approach will also be used, in
terms of which interviewees will be asked to identify and suggest further potentially useful
interviewees, in order partially to offset problems of selection bias. It is expected that some
interviewees will be the subject of more than one semi-structured interview during the course
of the research, and that subsequent e-mail correspondence will supplement many of the
interviews. Where possible interviews will be recorded, and notes taken, subject to
agreement with the respective interviewees. All interview data will be stored in a secure

electronic repository.

The semi-structured interview protocol will be constructed on the basis of the research sub-
questions and overall research question. A semi-structured interview approach will be
adopted because this allows for ad hoc departure from scripted interview questions to follow
up, probe further and pursue new lines of enquiry based on interviewee responses. As Yin

has noted in his seminal work on case study research:

The interviews will appear to be guided conversations rather than structured
queries. In other words, although you will be pursuing a consistent line of inquiry
your actual stream of questions in a case study interview is likely to be fluid rather
than rigid. (Yin, 1994, p. 89)

Questions will thus seek commentary, explanation and analysis of: the role of international
best practice in the conceptualisation of universal access and service policy; the influence of
bodies such as the WTO and the ITU & WTO in the creation of epistemic regimes around
universal access and service; the relative degrees of coercion versus bounded or rational
learning in the process of policy adoption, adaptation and implementation; an assessment of
the levels of success or failure of universal access and service policy and of the overall impact
of this policy intervention.
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It is recognised that there may problems of access in respect of certain high-profile
interviewees or those in demanding positions. It is further recognised that the effects of
memory lapse and self-justification or positional bias may distort the quality of the data in a
number of the interviews. This latter bias will, however, to some extent be corrected by

triangulation both against other interviewees and through documentary analysis.

3.4 Limitations of the Research

The methodology adopted here does impose certain limitations on the results of the research.
As with any historiographic case study, it is dependent upon the memories of its key
informants. The fact that many of the events are some 20 years in the past means that the
recall of interviewees may be less than perfectly accurate. In addition, post hoc
reinterpretation of events, coloured by subsequent developments or influenced by self-
justification, may also affect the validity of comment and interpretation.

Further, the large numbers of primary documents missing from the public domain - due the
evanescent nature of the Internet and to poor institutional record-keeping and lack of proper
archiving - affects the completeness and quality of the primary evidence, and may impact
on analysis of the events. There is, of course, a very extensive record of secondary
documentation, particularly in the shape to press reporting by South Africa’s highly active ICT

trade press.

Triangulation between interview data, primary documentation and secondary commentary
can assist to address these limitations, but is not fully and completely reliable when one or

more of its three legs is either weak or missing.

In addition, the researcher himself, primarily in his capacity as Head of IT with the Congress
of South African Trade Unions between 1994 and 2001 but later as an academic*, was an
active participant in many of the events described and analysed here, a member of the very
epistemic community under consideration. Although the study is written from a critically
analytical perspective, and seeks to ensure triangulation of evidence, this ‘participant

41 The researcher was not part of the National Telecommunications Forum (NTF), but was active on the later
National Information Technology Forum (NITF), where he was one of the lead authors of the SA Position Paper to
the 1996 Information Society and Development Conference. He also led the COSATU delegation to the 2001
Telecommunications Policy Colloquium. More recently he was an active member of the 2012 ICT Policy Review

Panel.
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observer’ status may nonetheless influence the interpretation of the events, or introduce

selection bias in the choice of key informants for interviews or email correspondence.

A more subtle form of analytical bias derives from the analytical framework developed and
applied here. As with any such investigative framework, the conceptual categories applied
act to filter and organise the research data, and to funnel and guide the consequent
interpretation. Braman, for example, has warned researchers that any choice of "model may
restrict the analyst's vision to only those phenomena and processes that are describable by
the model”, noting that this, of course, is “endemic to the use of any heuristic” (Braman,
2004, p. 28). The researcher may, to an extent, be able to offset this by being on the alert
to research data that runs counter to the chosen heuristic, and which may undermine the
consistency of the model. This points towards a circularity in the choice of analytical tools,

and implies the inability to use the data under scrutiny to validate the chosen heuristic.

3.5 Applying the Methodology

The research set out in the chapters that follow was initially guided by the series of qualitative
semi-structured interviews set out in Appendix D below. A list of key informants was
developed, and each was approached to secure an interview, preferably face-to-face, but via
Skype where this was not possible. Interviews were audio-recorded and typed up, with the
record of the interview sent to the person interviewed for comment and correction in each
case, and an informed consent form secured in return. Not all key informants were traceable,
and some interviews were not able to be secured, but 21 full-length qualitative interviews

were completed and documented.

Interaction with a further 22 key informants (see Appendix D) took place by means of email

(this being in addition to further email correspondence with many of the formal interviewees).

Key primary documentation (both documents in the public domain and those outside the
public domain) was sourced on an ongoing basis via a number of channels. These included
visits to ICASA, USAASA, the National Archives. The researcher was also able to secure access
to the Klugman Archive, held by the South African History Archive project. Sadly, Robert
Horwitz had thrown away a box of primary documents used in his research a few weeks
before being contacted by the researcher. Other documents were shared - leaked, in a few

cases - by key informants. All such documentation has now been digitised, and is available
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electronically on request. The paucity of the primary documentary record has already been

commented on in this section.

Online search tools such as Google proved themselves invaluable in the search for secondary
documentation, principally in the form to articles in the ICT trade press. A set of non-digitised
press clippings sourced from SALDRU proved themselves invaluable in covering the years

before so much was available online.

From an explication and discussion of the methodology adopted, let us now turn to the actual
events themselves, beginning with the advent of ICT sector reform and the development of

international good practice in respect of universal access and service.
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4 Universal Access and Service: The Rise of

International Good Practice

The global telecommunications market in the last quarter of the twentieth century found itself
in the grip of a number of profound changes that were to have a lasting impact on the face
and complexion of policy and regulation, changes which continue to shape its features today.

The opening gambit in the phenomenon that is now known as ‘telecom reform’ (Melody, 1997)
came from the Thatcher government in the United Kingdom (OECD, 2002, p. 7ff). The 1981
British Telecommunications Act introduced competition into what had hitherto been a state-
owned monopoly market by splitting British Telecom (BT) off from the Post Office as a
separate albeit still state-owned public corporation, and by providing for the licensing of a
competitor. This led to the entry into the market the following year of Cable & Wireless (via
its subsidiary Mercury) and paved the way for the July 1982 announcement in the House of
Commons that the government intended to privatise BT, by floating 51% of the company on
the London Stock Exchange. In what was the world’s largest share issue privatisation at the
time, nearly GBP 4 billion was realised when BT were listed on London Stock Exchange=. The
listing had been preceded by a new Telecommunications Act, which provided its legal
framework, establishing Oftel (Office for Telecommunications, now Ofcom, Office for

Communications) as the sector regulator and imposing universal service obligations on BT.

These developments effectively put in place in the United Kingdom what are still today
considered to be the three core features of ICT sector reform: privatisation of the incumbent
operator, the introduction of competition into the market, and the creation of an independent
sector regulator (cf (ITU, 2014).

At more or less the same time, on the opposite side of the Atlantic, the US telecommunications
market was in the throes of equally fundamental changes. In early 1982, faced with an
antitrust lawsuit from the United States Justice Department, AT&T acceded to a consent
decree ordering its vertical divestiture. As the price of maintaining the integrity of its long-
distance fixed telephony operation (a market in which it enjoyed a de facto monopoly), AT&T
conceded to break up its local fixed-line operations (in which it held an 80% near monopoly)
into 7 regional operators providing local service. It had taken nearly ten years to settle the

42 Further waves of share issue privatisation in 1991 and 1993, culminated in the UK Government relinquishing its

golden share in 1997, leaving BT now fully in private hands.

55



litigation, originally filed in 1974, in which the United States Justice Department alleged anti-
competitive cross subsidisation of AT&T's telephony services from its equipment

manufacturing subsidiary, Western Electric, and sought its court-ordered divestiture.

Although the US market had long been in private, all be they monopolistic, hands, and had
long been the subject of regulation at a national level under the FCC (Federal Communications
Commission) as well as at the level of individual states’ regulatory commissions, the 1982
consent decree ushered profound competitive changes into the market that continue to be
felt today.

What can be seen on both sides of the Atlantic in this period is a series of changes which are
driven partly by economic forces and partly by technology pressures. The forces at play are
both multifaceted and dynamic (cf (Beardsley, von Morgenstern, Enriquez, & Kipping, 2002))
and have been the subject of much international scholarship, perhaps pre-eminently through
the seminal work of Manuel Castells (Castells, 1999b).

Although neo-liberalism may itself perhaps be considered to possess features of an
international regime (Jessop, 2002; Harvey, 2005; Dean, 2014) - perhaps more specifically
so when it comes to the economic policy prescriptions that Williamson saw as comprising the
‘Washington Consensus’ (Williamson, 1990) - our concern here is the crystallising of what
may be described as ‘international good practice’ as regards ICT sector reform more broadly,
in relation to universal access and service more specifically, and its subsequent rise, influence
and hegemony. Our earlier consideration of ‘international good practice’ linked this to regime
formation and the development of a set of “implicit or explicit principles, norms, rules, and
decision-making procedures around which actors’ expectations converge” (Krasner, 1982, p.
186). As previously shown, regime formation is closely linked to a political contestation for

hegemony amongst individuals, organisational entities and state actors.

It is therefore essential, before delineating and defining the core features of universal access
and service international best practice as they came to coalesce, to examine the political
milieu within which these features began to emerge and become codified. It is also important
to recognise that the political dynamics and drivers are far from static. Whilst the degree of
fluidity is far more pronounced and the outcome far less certain during the period of formation

of an international good practice regime, the principles, norms, rules and decision-making

43 Western Electric was much later voluntarily spun off as Lucent Technologies by AT&T in 1996. In 2006 it merged

with its French rival, Alcatel, to form Alcatel-Lucent.
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procedures will continue to evolve as the dynamic relationship between the role players

continues to play itself out.

What, then, was the international political context within which universal access and service

best practice came to be defined and codified?

4.1 Contestation and Hegemony: the ITU and the WTO

The role of the International Telecommunication Union (ITU) and the ITU's relationship to the
General Agreement on Tariffs and Trade (GATT) and its successor, the World Trade
Organisation (WTO), have been examined from the perspective of regime theory by a number
of analysts (Aronson & Cowhey, 1988; Cowhey, 1990; Woodrow, 1991; Drake, 1994; Zacher,
1996; Levi-Faur, 1998; Zacher, 2002). From the point of view of universal access and service
policy and practice, it is perhaps less important for us to deliberate on the dynamics of the
political forces at play than to analyse their product. Nevertheless, a scrutiny of the
contestation for the soul of the ITU, and, later, that of the GATT, provides an important basis

for an understanding of the ascendency of a particular set of approaches to ICT sector reform.

Cowhey was one of the first to apply regime theory to the upheavals that were beginning to
reshape the international telecommunications environment. Writing before the advent of the
WTO and its Agreement on Basic Telecommunications, as well as before the 1992
restructuring of the ITU, he sketched out a number of features that were to be picked up by
subsequent commentators. These included: the role of politics, and, for him, the primacy of
domestic politics in shaping and driving international political accommodations; the
importance of ‘epistemic communities’ in conceptualising and formulating changes in regime

dynamics.

4.1.1 A Cosy Cartel

In this view the ancien telecommunications regime centred on the ITU (Drake, 1994) was
essentially based on an economic market model widely characterised as a “cartel” (Cowhey,
1990; Zacher, 1996) - an association of commercial enterprises, co-operating in order to
restrict competition in the market or to maintain artificially inflated prices. Based on the
normative presumption of telecommunications provision as “a "natural monopoly" [whose]
ideal was a single universal network... having a single entity in charge of production and
distribution” (1990, p. 183), the ITU had since 1865 brought together first telegraph and later
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telecommunications companies, mostly state-owned national monopolies. The fundamental
basis - its “central normative guideline” (Zacher, 2002, p. 194) - for this collaboration was
the need to ensure functioning international interconnection of their networks in order to
provide cross-border services. Initially in the 19" century these were telegraph services,
increasingly important for business and trade at the time (Zacher, 2002, p. 191). With the
advent of telecommunications similar norms and rules were adopted. Much of the work of
the ITU, therefore, came to be focused on interconnection of networks and on the agreement
of the necessary technical standards upon which this relies, along with the high-level co-
ordination and management of the global spectrum commons, and, later the allocation of

geo-stationary satellite orbits (Zacher, 2002, pp. 191-197).

As with any other cartel, the ITU provided a platform for the disparate national
telecommunications operators to negotiate the arrangements that would allow them to act
together for their mutual benefit through agreements on market arrangements, market shares
and pricing. In the words of Zacher, they adopted the “traditional cartel norm [which]
prescribed that all state telecommunications administrations should co-operate in determining
market shares, setting rates, and dividing revenues” (Zacher, 1996, p. 161). It was not a co-
operation without its trade-offs, as agreements reached had often substantial financial impact,
but it was an accommodation with considerable mutual benefit. Largely this was achieved
through setting international pricing rates well above cost in order to cross-subsidise the
pricing on domestic services, either to facilitate the provision of universal service or, in the
case of many developing countries, to provide income to the fiscus via the state-owned
monopoly operator. In order to protect this arrangement, the cartel adopted rules preventing
unwanted competition and protecting state monopolies (Zacher, 1996, pp. 164-6). Together
this cosy status quo ensured that the structures and processes and content of the ITU were

organised to the benefit of the state-owned incumbent monopoly providers of services.

4.1.2 Pressures for Change

What then were the pressures that began to put a wobble in the wheel of this comfortable
applecart? Predictably, given the complex nature of the cartel, they are likely to have been
multi-faceted and shifting. Although commentators differ in emphasis and inter-relationship,
most would include technological developments, commercial imperatives and global power

dynamics as the main drivers pressurising for change.
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The technological changes that manifested themselves within the information revolution are
clearly key. It is not to engage in technological determinism to suggest that the changes
described below would either not have taken place or would have proceeded altogether more
slowly and perhaps unfolded differently. They were certainly a key enabler of much that

followed.

These changes in the information technology and electronics environment starting in the
1970s and clustered predominantly in the US (cf (Castells, 1999b, pp. 28-76)) had substantial
impacts on both industrial development and business models. Central to the ability of
business to deploy and benefit from this information technology revolution were the
telecommunications networks and the new services thus enabled. The impact of the
increasing integration of information technologies and telecommunications has variously been
articulated as the “death of distance” (Cairncross, 1997) and the “compression of time and
space” (Harvey, 1990), or as creating a “space of flows” (Castells, 1999b). The central role

of telecommunications can be seen in Castells’ summary of the concept:

As I understand it, "space of flows" means that the material arrangements allow for
simultaneity of social practices without territorial contiguity... First, it is made up of
a technological infrastructure of information systems, telecommunications, and
transportation lines... Thus, financial markets, high-technology manufacturing,
business services, entertainment, media news, drug traffic, science and technology,
fashion design, art, sports, or religion... all operate on the logic of the space of
flows... (Castells, 1999a, p. 295)

In all of these conceptions information technology and telecommunications are closely linked
the notion of globalisation, for which the new information and communications technologies
are both a driver and a product. The changes wrought by the new ICTs can in turn be seen
as a sine gua non for the other drivers for change in the international telecommunications

regulatory environment.

Additionally, the pressures for change were fundamentally economic, based on the imperative
of a variety of business firms seeking market reforms to either to reduce input costs or to
exploit the business opportunities a restructured market would open up. Cowhey suggests a
number of commercial entities were pressing for reform. These included powerful large users
of telecommunications services such as international banks, the emerging computer
companies and a range of “service and equipment producers” (Cowhey, 1990, pp. 187,8).

Zacher offers a similar perspective, tracing pressure from telecommunications firms on the
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US government to permit competition and to permit firms to acquire leased lines, ultimately
leading to the unbundling of AT&T referred to above (2002, pp. 199-200). Zacher goes on
to argue that “price, efficiency, and quality of service were becoming increasingly more
important to large corporations in information-intensive industries, the most notable being
the banking sector” (2002, p. 200). Some commentators have identified several business and
commercial user associations, such as the International Telecommunications Users” Group
(INTUG) and the International Chamber of Commerce (ICC), as playing a significant role in
pushing for liberalisation of leased lines and value added services (Drahos & Joseph, 1995, p.
624; Levi-Faur, 1998, p. 21; Drake, 2000). Commercial pressures and the prospects of new
business opportunities, enabled and facilitated by the technological changes alluded to above,

seem therefore to have been a second source of pressure for change.

On the other hand, Hills, whilst allowing for the changes wrought by technological innovations
and the role of business in attempting to seize and exploit the opportunities thus opened up,
posits a model that is a fundamentally political and which has quasi-imperialist hegemonic
efforts by the United States at its core. In her view, the changes to the international
telecommunications regime are about the exercise of power. She describes her central thesis
as one in which “the United States as the world's dominant economic and military power
attempted to restructure the international market of telecommunications to expand its direct
and indirect control over the domestic markets of other governments [whilst] at the same
time, it protected its domestic market from foreign penetration” (Hills, 2007, p. 2). Itis a
model that is perhaps a touch too one-dimensional, with insufficient space for the complex
and unpredictable dynamics of the interplay between technology, the economy and political
hegemony, and for the mediating role of epistemic communities (see discussion below). It

also conceives a relatively minor supporting role for the UK and Japan.

By contrast Cowhey’s conception of the role of international hegemony is relatively subtle.
He suggests that what was needed for the technological and business pressures to “spill over
to international change... [is] a market coalition with sufficient global influence” (1990, p.
173) - in this case the US, the UK and Japan. Both Zacher and Hills too note the importance
of a coalition between business interests and governmental agendas, suggesting that support

from the US and other governments for the business lobby in favour of greater ICT sector
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liberalisation was an important factor behind shifts in the regime (Hills, 1994; Zacher, 2002,
pp. 191-206).

There were clearly also counter pressures. A number of commentators have suggested that
the US in particular sought liberalisation abroad while engaging in protectionism of the
domestic telecommunications industry (Zacher, 1996, p. 160), and, par excellence, (Hills,
2007, p. 2). And, certainly, protection of national incumbent monopolies and the desire to
retain sovereignty in domestic telecommunications sectoral policy is what underlay the bitter
opposition to the US agenda from the EU and from most developing countries (Zacher, 1996,
p. 171).

At the risk of bowdlerising the various pressures at play, it is worth reproducing the diagram

(Figure 4.1 below) of Beardsley, von Morgenstern, Enriquez and Kipping (2002, p. 120).

Figure 4.1: Forces Driving Reform of the Telecommunications Sector

Technological change
M Innovation no longer dependent
on government subsidies

M Multiple competing technologies
due to digitalization and wireless

M Improving cost/benefit ratios

Globalization effects Stakeholders’ interest

Increasing international trade and capital flows Reform of Operators (incumbents, new entrants)
Competition between countries for foreign investment tel ecommu nications Customers (business, residential)

Importance of scale and access to capital Equipment providers {domestic, foreign)
International agreements — e.g., GATT/WTO

Regional integration — e.g., European Union

sector

Society (unions, etc.)

B Goal of generating proceeds
from privatization

B Desire to withdraw from role
in the sector

Governments' interest

44 It is worth noting that the ITU has, from its inception, been based on an intergovernmental public-private
partnership. Since 1989 participation has been extended beyond recognised private operating agencies and
scientific and industrial organisations to now include a broad range of sector and associate members. Its
membership currently comprises 193 Member States and over 700 sector and associate members, including public
and private companies, regulators and academic institutions. The WTO, by contrast, operates entirely on an

intergovernmental level.
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Whilst one can fault its relative over-simplification of what was in reality a complex interplay,
at various levels and in various ways, of the forces driving change in the international
arrangements governing the sector, it does provide a visual summary of one view of the

pressures driving regime change.

4.1.3 Issues on the Agenda

Cowhey (1990, pp. 177-180) identifies three issues that came under challenge as the
pressures for change to the international telecommunications regime began to mount. The
first of these was the norm that telecommunications was a service “jointly provided” by
bilateral agreement between interconnecting countries, and which was the basis for the
international accounting rate system®. Elsewhere Aronson and Cowhey argue that the
historical arrangement was essentially anti-competitive, based as it was on “legally sanctioned
administered prices, equal splits of international revenues, and rules that forbid competition
for international traffic” (1988, p. 47). Practices that undermined this artificially-maintained
pricing structure, such as resale of capacity, callback, and bypass or least cost routing were
effectively outlawed. It is for this reason that much of the initial pressure, as documented by
a number of commentators, came from multinational corporations seeking to reduce the costs
of the leased lines needed to underpin their international business operations and the data
traffic needed to sustain them (Drake, 1994, pp. 153-165) (Zacher, 1996, pp. 165, 168-9)
(Zacher, 2002, pp. 199-200) (Hills, 2007, pp. 8-9). This entailed demands for price

reductions, interconnection and the resale of spare capacity.

The second area for Cowhey (1990, pp. 177-180) was the onerous and slow process of
standardisation of telecommunications equipment, which supported monopoly provision of
such equipment, allowing cross-subsidisation and restricting competitive supply. The final
area was that of global spectrum management and the allocation of satellite orbital slots.

At bottom, however, the issue was about opening up telecommunications markets, both
domestic and international, to competition and international investment (cf (Zacher, 2002,
pp. 200-201)). The transformation of a tightly controlled telecommunications market presided
over by a state-owned monopoly into a more competitive environment contained within itself

a tripartite logic. The introduction of competition implies a key role for private sector

45 A bilateral administered pricing arrangement between internationally interconnecting telecommunications

operators, which sets a fixed price (the settlement rate) loosely related to cost of terminating the call (ITU, 1998a).
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investment and opens up opportunities for national operators to seek profitable investments
abroad. Private sector investment implies the need to privatise the state-owned incumbent,
which also provides opportunities for national operators to secure lucrative investments in
foreign countries. Competition and privatisation in turn imply the need for regulatory
structures to optimise market functioning, enforce interconnection, and ensure that public
interest objectives are met - something Hills suggests had also been promoted strongly by
the World Bank and the IMF (2007, pp. 149-174)%. Much of the academic analysis of the
issues at stake therefore deals with the three issues in combination (Cowhey, 1990; Zacher,
2002; Hills, 2007; Cowhey & Aronson, 2009).

4.1.4 Sites of struggle: The ITU
The struggle unfolded on several fronts.

Domestic reform provided both an exemplar and a source of international pressure. As
Cowhey notes, the three pioneering ICT sector reform countries (the US, the UK and Japan)
possessed “formidable” power to “drive the world market”, partly because they accounted for
“almost 60 percent of the world telecommunications market” but also because of their role as

centres of global finance and manufacturing (1990, pp. 191,2).

This in turn put pressure on the then European Economic Community to change its rules,
leading to the adoption in 1987 of a Green Paper as an explicit response to the pressures of
technological developments and the demands of business, along with the “measures taken in
the United States and Japan” (EC, 1987, pp. 1-2). The Green Paper set the stage for the
liberalisation of ‘value-added’ but not ‘basic’ (ie telephony) telecommunications services (EC,
1987). It also made the case for a “separation of the regulatory and operational functions”
(EC, 1987, p. 94), something that was later to become one of the key principles of the WTO
Regulatory Reference Paper. Following this, in 1990 two key directives were passed, dealing
respectively with the establishment of an internal market for telecommunications services
(Open Network Provision Framework Directive (EC, 1990b)) and the liberalisation of
telecommunications services other than voice telephony (Services Directive (EC, 1990a))+.

46 Hills stresses throughout the degree of co-operation and “cross-conditionality” between the two entities.

47 The process of reshaping the telecommunications regime in the European Union has been fully and extensively
documented in Natalicchi (2001).
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The pressures for reform also played themselves out within the ITU, and largely ran their
course during the tenures of Secretary-General Richard Butler (1983-1989) and his successor
Peka Tarjanne (1989-199). Both Andile Ngcaba (interview, 28 January 2015) and Bill Melody
(personal communication, 20 April 2015) speak admiringly of the role of the former in
particular in recognising the need for change and in steering it through. Melody describes
Butler as a “good engineer who understood the implications of digital technology and ICT

convergence for the telecom industry” (personal communication, 20 April 2015).

In 1987 Butler set up a group of experts* to write a report on the implications of the changes
in the sector for the ITU and to make recommendations on the way forward#. Bill Melody,
then a Visiting Fellow at Oxford University, was charged with preparing the report on behalf
of the group, which was chaired by Poul Hansen, “a respected and well-known Danish
representative at the ITU meetings” and included US-based academic and consultant Dale
Hatfield (Bill Melody, personal communication, 20 April 2015)x. Hills suggests the report was
very influential, with a far “wider impact than on the structure of the ITU”, lending legitimacy
to the arguments in favour of liberalisation, privatisation and regulation within the developing
world (Hills, 2007, pp. 122-123). She also discerns the growing influence of the World Bank
within the ITU in the report’'s emphasis on the “primacy” of “regulatory mechanisms at
national level” (Hills, 2007, p. 122)s. More broadly, she suggests the report marked a move
on the part of the ITU from being a “"technical” organization” to a far greater degree of policy
and developmental involvement (Hills, 2007, pp. 122-123). It was a report, therefore, that
had important influences, both in terms of structure and of content, on the reform of the ITU.

Hills” assessment is borne out in an examination of the report. It indeed grounds itself, as
per its mandate, in the ongoing reform of the sector, the “current state of debates on the

structure, management and ownership of telecommunication entities” (ITU, 1989, p. v). The

48 Formally: Advisory Group on Telecommunications Policy of the Secretary General of the International

Telecommunication Union.

4% The report was entitled ‘The Changing Telecommunication Environment: Policy Considerations for the Members
of the ITU’ (ITU, 1989).

50 The full Advisory Group comprised: Poul Hansen, former telecomms academic Rita Cruise O’'Brien, US-based
consultant Lynne Gallagher, Dale Hatfield, Bill Melody, ITU staffer Terrefe Ras-Work, MD of India’s fixed-line
incumbent Mahendra Shukla, independent consultant and Panaftel Co-ordinator Gabriel Tedros and World Bank
Telecomms Adviser Bjorn Wellenius. Its composition does reflect the influence of both the FCC and the World
Bank, as noted by Hills (2007, pp. 122-123).

51 Hills does not mention privatisation in relation to this influence, although it was perhaps an even more

fundamental World Bank mantra, one which she dwells on at length elsewhere (2007, pp. 148-174).
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language used to describe these changes is surprisingly oblique by today’s standards,
suggesting the degree to which ICT sector reform -  which is referred to as
“telecommunication policy adjustments based on market-led approaches, placing limitations
on the scope of the traditional telecommunication monopoly and permitting a certain amount
of competition” (ITU, 1989, p. 4) - remained the subject of contestation. The report places
special emphasis on the issues and challenges facing developing countries. Although it
recognises that “appropriate policies and institutional structures for progress in
telecommunication development are not likely to be the same as those for industrialized
countries”, it notes “human resource development” as a key constraint and emphasises the
“unique and positive role that ITU could play in respect of the special problems of
telecommunication expansion in developing countries” (ITU, 1989, p. 28). The report thus
sought to place the ITU as a key bearer and interpreter of the gospel of ICT sector reform in
the developing world.

The report’s emphasis on the key functions of the ITU as being

a) Standardization matters: related to equipment and system operation and

interconnectibility.

b) Regulatory matters: frequency allocation, satellite orbital positions,

telecommunication operations etc.

¢) Development and extension of networks and services. (ITU, 1989, p. 30).

also paved the way for its reorganisation a few years later into the current divisions dealing
with radio communication (ITU-R), standardisation (ITU-T) and development (ITU-D), the

latter being the major 1992 innovation.

Hills has a rather less genteel take on the unfolding changes, pointing to a number of strong-
arm tactics on the part of the US, aimed at imposing its agenda on the ITU. Apart from direct
political pressure on other delegations, partly through its ability to field large well-resourced
delegations, she points to the exercise of financial muscle as a principal funder of the ITU,
along with some rather more nefarious tactics such as “late submission of papers”, ex parte

meetings and “agenda manipulation” (2007, p. 115).

Cowhey (1990, p. 193) identifies two major ITU conferences in the late 1980s that changed
the shape of the organisation. It was through key ITU gatherings such as these that the US
and other mostly developed countries supporting its agenda (the UK, Japan, several EU

member states, with the unlikely additions of the USSR and Brazil) sought to carry through
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the ICT sector reforms they required. Other important conferences followed in subsequent

years.

The first of the key 1980s meetings was the ITU’s 1988 World Administrative Telegraph and
Telephone Conference, held in Melbourne, Australia, provided key impetus to changing the
shape and face of the ITU, to altering the rules of the regime. This conference in turn had
its roots in the 1982 Nairobi Plenipotentiary Conference, at which a consensus was reached
on the need to establish a “broad international regulatory framework for all existing and
foreseen new telecommunication services” (ITU, 1982). The resultant Melbourne conference
replaced the separate Telegraph Regulations and the Telephone Regulations with an
integrated set of International Telecommunication Regulations (ITRs). The ITRs have
remained in force as the fundamental treaty of the ITU, albeit subject to recent, highly
contested= revision at the 2012 World Conference on International Telecommunications, held
in Dubai (Hill, 2013).

The 1988 ITRs are widely regarded as both influenced by and paving the way towards the
increasingly strong trend towards “privatization, liberalization and the growth of the Internet
and mobile networks” (Hill, 2013, p. 313). They were also the subject of bitter contestation
between those developed countries seeking to institutionalise telecommunications
liberalisation, spearheaded by the US, and the countries of the Third World seeking to forestall
competition, led by India and Brazil (Langdale, 1989), with the outcome representing a
compromise between the two groupings (Hill, 2014, p. 9).

In the following year the ITU’s Plenipotentiary Conference (Nice, 1989) moved to make further
changes. The report by Hansen’s Advisory Group on the implications of the rapidly changing
telecommunications sector for the ITU was one of the key inputs to the conference. Bill
Melody comments that he was “extremely impressed with the leadership shown by [Richard]
Butler and the effective way he used our report... [which] started the ITU reform process...
[although] it still took ITU a long time to catch up with rapidly changing events” (personal
communication, 21 April 2015).

The Nice Plenipotentiary Conference agreed to adopt a permanent Constitution, setting out
its core principles, with the remaining provisions retained in the Convention, subject to

revision at succeeding Plenipotentiary Conferences. It also agreed to establish a

52 Only 89 of the 145 delegations signed the revised ITRs. A number of developed countries, led very vocally by

the US, refused to accede. Others needed further consultation and analysis.
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Telecommunication Development Bureau (BDT), with an elected Director, to provide technical
assistance to developing countries=. Both the Constitution and the Convention were adopted
at the Conference, subject to ratification (ITU, 1990). The conference also laid the

groundwork for an

in-depth review of the structure and functioning of the Union, in order to study
and recommend, as necessary, measures to ensure greater cost-effectiveness...
with a view to ensuring that the Union responds effectively to the demands placed
on it by the changing nature of the telecommunications environment (ITU, 1990,

p. Resolution 55).

The review was undertaken by a High Level Committee, again under the chairpersonship of
Poul Hansen, appointed to review the structure and functioning of the ITU. Their report (ITU,
1991) was considered at the 1992 Additional Plenipotentiary Conference held in Geneva, and
was the basis of the resolution= which pushed through a substantial restructuring of the ITU,
which was finalised at an Additional Plenipotentiary Conference held in Geneva.

Prior to 1992 the three key ITU bodies had been the International Consultative Committee for
Telephones and Telegraph (CCITT), the International Consultative Committee for Radio
(CCIR=), and the International Frequency Registration Board. The CCITT, which had “acted
as a virtual telephone cartel for the PTTs” (Cowhey, 1990, p. 176), was in particular
problematic for those advocating the liberalisation of telecommunications markets. The
Geneva Additional Plenipotentiary Conference resulted in the restructuring of the ITU into
three sectoral arms, viz: Radiocommunication (ITU-R), responsible primarily for the
management of international radio-frequency spectrum and the allocation of satellite orbits;
Standardisation (ITU-T)=, responsible for global telecommunications standards, excluding
radio; Development (ITU-D), responsible for spreading equitable, sustainable and affordable

access to ICTs. This restructuring was welcomed by the US as enabling the ITU to be “"more

53 This had previously been recommended by the earlier, equally influential Maitland Report (ITU, 1985a),
discussed at the ITU’s inaugural 1985 the World Telecommunication Development Conference, in Arusha,
Tanzania (27-30 May), and endorsed in the 1985 Arusha Declaration on World Telecommunications Development
(ITU, 1985).

54 Resolution 1: Provisional Application of Certain Parts of the Constitution and the Convention of the International
Telecommunication Union (Geneva, 1992) (ITU, 1992).

55 Acronym based on its French title "Comité consultatif international téléphonique et télégraphique".

56 |ITU-T is essentially the successor to CCITT.
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effective in responding to the changes taking place in telecommunications” and “more

responsive to the needs of the Unites States Government and private sector” (Clinton, 1996).

Over the next few years the ITU held a series of important colloquiums under the umbrella of
‘The Changing Role of Government in an Era of Telecom Deregulation’ at its headquarters in

Geneva:

e 1993 - 17-19 February, focusing on “the exchange of insights and experiences about

alternative approaches to telecom regulation” (ITU, 1993, p. 5);

e 1994 - 9-11 November, which dealt with Global Mobile Personal Communications
Systems (ITU, 1994b);

e 1994 - 1-3 December, which “considered how regulators can promote universal
service and facilitate the application of innovations in telecommunications” (ITU,
199%4c, p. 2);

e 1995 - April 19-21, focusing on the regulatory issues pertaining to interconnection;

e 1995 - 6 -8 December, which dealt with the regulatory implications of GATS and the
WTO (ITU, 1995);

e 1996 - 11-13 December, looking at the regulatory implications of convergence (ITU,
1996b);

e 1997 - 3-5 December, which sought to address “the present crisis in the
international... accounting rate system” (ITU, 1997);

1998 - 14-16 December, which dealt with electronic commerce.

Of interest in the list of colloquiums is the way in which the issues identified in the preceding
discussion surface: interconnection, the accounting rate regime, trade in services. The
normative power of recommendations emerging from the ITU has been noted by Cowhey,
who quotes the assessment of Secretary General Butler that they were “almost universally
followed” (1990, p. 181). Zhao similarly traces the normative influence of the work of the
ITU on national regulators (2002).

57 Interestingly, Andile Ngcaba, represented South Africa at four at least of the first five of these colloquiums (no
list of participants is available for the fourth colloquium), initially in his role as head of the CDITP, finally as Director

General of Communications.
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However, if Hills (2007) is to be believed, the US was far less successful at imposing its full
agenda on the ITU than it had hoped. Unable to break the countervailing power of the
increasing numbers of developing delegations, it had to settle for less than the full
deregulation of international telecommunications that it had sought58. The outcome was
more of a compromise reflecting the balance of forces within the ITU, none of whom were
willing to pay the price of the destruction of the entire telecommunications regime in order to
enforce their positions. Developing countries were thus able to retain the principle of “state
sovereignty” over domestic telecommunications markets, although the liberalisation of the

telecommunications market was now firmly on the agenda (Hills, 2007, p. 115).

Together the discussion suggests that the ITU was both responding to the various pressures
discussed earlier, and exercising a normative influence on its member states to do likewise.
It is to a discussion of trade in services, including telecommunications, and to agreements

with considerably more binding influence, that the analysis now turns.

4.1.5 Sites of struggle: The WTO

Those pressing for ICT sector reform also moved in parallel, turning their attention to the
opportunities for achieving telecommunications liberalisation agenda through the platforms
offered via the Uruguay Round of multilateral trade negotiations that had commenced in 1986
within the framework of the General Agreement on Tariffs and Trade (GATT). The mandate
of these talks was to include new areas within the GATT framework, including trade in services
- which might include telecommunications services. An agreement was finally signed in
Marrakesh, Morocco on 15 April 1994 by ministers from most of the 123 participating
governments at a meeting. It was this agreement which established, with effect from 1
January 1995, the World Trade Organisation (WTO) and the General Agreement on Trade in
Services (GATS).

The GATS agreement included an Annex on Telecommunications (WTO, 1995), but this
covered only “value-added or specialized telecommunications” (Singh, 2002b, p. 253) because

58 The US appears stubbornly to have adhered throughout to regulatory proposals that would in effect have forced
developing countries to liberalise their telecommunications markets. Compromise formulations - agreed in the
face of possible collapse of the conference, and with the US alone voting against them - allowed for national
sovereignty, and thus accommodated liberalised environments “subject to national regulation”... “but did not

prevent monopoly networks where governments [so] preferred” (Hills, 2007, pp. 110-113).
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of the inability of the negotiating countries to reach agreement on basic telecommunicationss
(ie voice telephony) (Hills, 2007, pp. 194-195).

Under the WTO, a Negotiating Group on Basic Telecommunications® was constituted to carry
forward the unfinished attempt to reach agreement. It was to require a difficult balancing of
“progressively higher level of liberalization in services on a mutually advantageous basis with
appropriate flexibility for individual developing country members” (WTO, 1997b). Progress
was slow, with some discussion on a range of sector reform issues, but with limited numbers

of countries tabling commitments to liberalise.

By April 1996 the group was only able to Figure 4.2: WTO Regulatory
Reference Paper: Section Headings
reach agreement on a nonetheless landmark
Regulatory Reference Paper (WTO, 1996b) -

see Figure 4.2 right - and to table the Fourth

[y

. Competitive safeguards

Protocol (WTO, 1996a) giving member states 2+ Interconnection

unti 30 November 1997 to make 3. Universal service

commitments concerning basic

telecommunications. By February 1997 the 4. Public availability of licensing criteria

Group was finally able to report that 55

Ul

. Independent regulators

schedules of commitments had been

submitted, including the US, the EC (a 6. Allocation and use of scarce resources
common offer from all 15 member states), (WTO, 1996b)
Australia, Brazil, India, Japan, with South

Africa one of the 6 African countries to do so (WTO, 1997b):. The strongest offers, though,

had come from OECD members (Aronson & Cowhey, 1988, p. 163).us

Some commentators disagree on the import of this process. Drake and Noam, for example,
have diametrically opposed views, with the latter suggesting that it was merely reflective of
“policy changes [that] were taking place anyway” (1997, p. 800). However, although the ICT

sector was but one of the many areas of trade in services within the broad scope of the WTO,

59 Interestingly, as Hills points out, at the time this was a term used in the US but “nowhere defined at an
international level” (Hills, 2007, p. 198).

60 Succeeded by the Group on Basic Telecommunications following the 30 April 1996 withdrawal of the US from

the negotiations.

61 Currently 99 of the WTO’s 157 members have made commitments in respect of basic telecommunications.
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the nature of the final agreement had far greater binding power. Countries are required to

table specific commitments in 12 categories of trade in services® upon accession.

Drake, on the other hand, hails the resultant “incorporation of regulatory principles into a
trade policy framework . . . [as] a remarkable achievement” (Drake & Noam, 1997, p. 806).
Drake goes on to accord this cluster of agreements an important role in “promoting conceptual
progress and convergence” and in “redefining . . . domestic regulatory systems to achieve
conformity with international standards and notions of best practice” (Drake & Noam, 1997,
p. 808). Likewise, Cowhey and Klimenko categorise the WTO Agreement on Basic
Telecommunications Services as a “major achievement” that goes to the “heart of sound
regulation in the market” (2000, p. 274). Given our earlier discussion of the role of the ITU,

there is probably a degree of validity to both perspectives.

The Regulatory Reference Paper was to play an important role, both as a key milestone in
codifying ICT sector reform, and because of its subsequent normative role in setting forth the
rules of the new regime (Drake & Noam, 1997; Fredebeul-Krein & Freytag, 1997; Cowhey &
Klimenko, 2000; Cowhey & Aronson, 2009, p. 164)=. Hills shows the relatively cosmopolitan
origins of the Regulatory Reference Paper, which was instigated by the FCC, drew on both
the EC's Open Network Directive and the 1996 US Telecommunications Act, and had final
wording primarily at the hand of Japan (Hills, 2007, pp. 198-204).

A number of commentators have examined the increased levels of engagement with the
process between the Uruguay Round and the advent of the WTO by those countries pushing
for most strongly for telecommunications reform (Hills, 1994; Drake & Noam, 1997; Singh,
2002b; Hills, 2007, pp. 175-216; Cowhey & Aronson, 2009)(MacLean, 2011). It is not clear
whether this shift of focus was driven by the need to engage in all available forums as part
of a multi-faceted approach, or formed part of a deliberate and more cynical strategy of
“forum-shopping” (Hills, 2007, p. 21), in which the choice of negotiating platform shifts
according to the likelihood of achieving the desired outcome. Cowhey to some extent concurs
with the latter view, albeit without seeing the sinister hand of the US behind every negotiating
twist and turn, suggesting that those countries resisting reform preferred to work through the
ITU, whilst those seeking a greater degree of reform sought to exploit GATT (1990, p. 198).

Nevertheless, whatever the forum, the pressures for reform were powerful. The issues were

62 Telecommunications forms one of 5 sub-categories within ‘Communications Services’, one of the twelve.

63 It has currently been acceded to by 82 of the WTO’s 157 members.
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pervasive, and the countries pressing most strongly for reform were members of both the ITU
and the GATT.

Hence it is not surprising that Cowhey saw the effect as one in which the “reformers... [were]
pushing a new mix of institutional participation... [and] an expansion of international review
of national policy” in order to “bring communications and information services under [the]
purview” (1990, pp. 174, 194) of GATT. Cowhey goes on to suggest that application of GATT
principles would serve to institute the norm of market access for telecommunications
companies, opening up domestic markets to foreign investment, providing for international

oversight in respect of network standards, pricing, consumer protection and regulation.

The negotiations clearly brought powerful vested interests to the fore, with access to foreign
markets and the protection of the domestic telecommunications sector at stake. To say that
the negotiations were robust is to understate the tactics of the parties with so much at stake.
Behind it all, Hills sees the dominating and Machiavellian hand of US power and US companies,
from lobbying pressures, through ex parte manoeuvres to direct threats and brinkmanship
(Hills, 2007, pp. 175-216). Melody, on the other hand, sees little untoward in this approach,
suggesting it merely reflects the “way the game is played by all the players” (personal
communication, 23 April 2015). Hills, in any event, describes the US approach as yielding
“only limited success” (Hills, 2007, p. 19). This is in part due to a recognition that withdrawal
from the WTO telecommunications regime was too high a price to pay, even if the outcomes

were to a degree sub-optimal to US interests.

On the other hand, the very nature of the negotiations precluded straightforward outcomes
that favoured only a limited number of participants. Singh suggests that the multiplicity of
negotiating parties, which included a number of developing countries, together with the wide
range of issues on the table - what he refers to as “multi-actor plurality and multi-issue
plurality” (2002b, p. 242) - mitigates against one-sided outcomes. He goes on to show that
developing countries were not above using the same kinds of tactics that Hill ascribes to the
US - agenda setting, introducing linkages between issues, offering or accepting trade-offs,

forming coalitions, adopting “technocratic and legalistic strategies” (2002b, p. 245).

It is also important to note that the very nature of the settlement being negotiated allowed
countries to accede to the agreement, while at the same time being able to control through
their commitments the degree to which and the pace at which it applied to their
telecommunications sectors - what Singh refers to as the “bottom-up” nature of the GATS
framework (2002b, p. 253). Acceding to GATS thus allowed countries to table an offer of
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‘commitments’ in which they could specify areas in which they were either not bound by its
provisions or intended to phase in their adherence to the provisionss. Accession was probably
further facilitated by a recognition on the part of developing countries of the need for global
integration and liberalisation of their telecommunications sectors, largely under the same sets
of pressures identified above, principally technological change and business imperatives
(Singh, 2002b, pp. 245-248).

The outcome of the GATS / WTO negotiations was thus in effect the formation of a new
regime governing telecommunications. It was, however, not a regime either independent of
or antagonistic to that of the ITU, as indicated by the involvement of the ITU in the
negotiations (Singh, 2002b, p. 255). One may in fact point to a quarter of institutions (the
ITU, the WTO, the World Bank, the IMF) as the component elements of a loosely integrated
ICT sector regime, with a converging and relatively consistent set of principles, norms, values,
rules and procedures aligned with *Washington consensus’ thinking.

The principles of the new WTO telecommunications regime included reciprocity and non-
discrimination in respect of trade in telecommunications services through the Most-Favoured
Nation (MFN) principle, the opening up of domestic markets to external firms and foreign
investment through the principles of equal market access and equal national treatment, all
supported by the principle of transparency - cf (Drahos & Joseph, 1995, p. 622; Singh,
2002b, p. 253). This ensured a predictable and structured process of liberalisation, governed
by the commitments offers of the signatory states. And it was further buttressed by the
normative role of the Regulatory Reference Paper. Together this constituted what Drahos
and Joseph characterise as the “emerging supranational regulatory regime” (Drahos & Joseph,

1995), an internationally negotiated regime framework with strong normative characteristics.

One is tempted to question whether it is the WTO or the ITU that is the dominant node in the
global nexus of ICT sector reform that emerged. Woodrow points out that the ‘big bang’
outcome posited by Cowhey (1990, p. 25ff) would have seen the WTO / GATS / GATT emerge
as the dominant regime, and argues that the outcome is far closer to Cowhey’s ‘little bang’ in
which the ITU continues to play a “significant role” (1991, p. 325ff). This accords with Hills’

assessment that the US was only able to achieve “limited success” in either forum (2007, p.

64 South Africa, for example, made a complex set of commitments, including, amongst others: the preservation of
Telkom’s monopoly until 2003, and of the Vodacom / MTN duopoly until 1998, followed by the introduction of an
additional licensee in each sub-sector; the gradual liberalisation of resale from 2000; a foreign investment cap of
30% (WTO, 2003, pp. 12-14). Almost all of these have since fallen away.
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19). What seems to have emerged, therefore, is a telecommunications regime that is diffuse
in nature, centred primarily around two institutions - the WTO and the ITU - each with its
own set of rules and procedures, but with considerable alignment and overlap in relation to
principles and norms, an overall epistemic framework embracing and advocating privatisation,

liberalisation and regulation.

One is perhaps tempted to include the World Bank / IMF nexus as a third locus within the
regime, as Hills does (2007, pp. 149-174), at one point dismissively referring to the ITU as
the “training arm” of the World Bank. Certainly, the World Bank has long advocated
privatisation as a norm and was likely responsible, as shown above, for the emphasis on
regulation entering the norms espoused by the ITU. Further there existed a fairly extensive
collaboration between the ITU and the World Bank, which included the joint 1991 hosting,
with the Commonwealth Telecommunications Organisation, of a seminar involving over 40
countries to “examine the experience of implementing reforms in the telecommunications
sector” (Wellenius & Stern, 1994, p. ix). Collaboration between the ITU and the World Bank
via /nfoDev remains ongoing, and has seen the publication of a number of ICT policy and
regulatory handbooks (Intven, 2000a; Blackman & Srivastava, 2011a) and the development
of an online ICT Regulatory Toolkits. However, much of the intervention of the World Bank
and IMF has been largely on a bilateral rather than a multilateral basis, and, Hills aside, its
role has received little scholarly attention, with most of the normative best practice pressure

seen to be coming from either the ITU or the WTO or both.

These shifts in the broad global telecommunications regime - driven by technological change
and the needs of business, mediated through the structural changes and substantive policy
shift negotiated at the ITU and through the GATT / GATS / WTO telecommunications process
- are likely to have had a powerful influence upon developing countries like South Africa as
they grappled with the pressures and challenges of ICT sector reform. It was also through
these changes that the notions of universal access and service first rose to prominence within
international good practice. But before turning to a discussion of that universal access and

service practice, it is necessary to say a word about epistemic communities.

65 Housed online at http://www.ictregulationtoolkit.org/en/home.
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4.2 The Influence of Epistemic Communities

As the sections that follow show, the creation of a normative discourse is central to the
development of ‘international good practice’ in respect of both ICT sector reform and more
specifically universal access and service policy and practice. The preceding examination of
the changing face of the international telecommunications regime centred around the ITU
and the WTO above, showed that cognitive frameworks and epistemic communities likewise
played an important role, something that has been identified in the work of a number of
scholars (Cowhey, 1990; Woodrow, 1991; Drahos & Joseph, 1995; Cogburn, 2004; Singh,
2008).

As noted previously, Haas's classic definition of epistemic communities points to a “network
of professionals with recognized expertise and competence in a particular domain and an
authoritative claim to policy-relevant knowledge within that domain or issue-area” (Haas,
1992, p. 3). Given the importance of principles and norms within global regimes (Krasner,
1982, p. 186), it is to be expected that the coherent articulation and elaboration of the
cognitive frameworks which underpin and give expression to those principles and norms
would be a central feature of regime formation or regime change, particularly in complex,
dynamic environments such as the rapidly evolving ICT sector. Writing in a more general
context, Krasner points to the role of what he refers to as the “consensual knowledge” created

by epistemic communities in crafting a “basis for cooperation”, noting that:

In a highly complex world, where goals are often ill-defined and many links are
possible, consensual knowledge can greatly facilitate agreement on the
development of an international regime. Such knowledge can light a clear path in
a landscape that would otherwise be murky and undifferentiated. (Krasner, 1982,
pp. 203-204)

Thus, it follows that policy regimes are likely to develop a close relationship with professional
epistemic communities aligned to the principles and norms that they seek to institutionalise.
Both thus share the phraseology of a common discourse, framing the issues and debates in
overlapping terms. This makes for a loosely consensual hegemony of perspective, rather than
the hard imposition of a sharply predetermined outlook; and gives broad rather than tight
shape to the outcomes.

Cowhey (1990) was one of the first to articulate the importance of epistemic communities to
the changing face of the global telecommunications regime. He suggests a dialectical
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relationship between political forces striving for hegemony and epistemic communities
engaged in analytical enquiry and academic discourse. On the one hand, “political coalitions
implicitly align with cognitive frameworks” in order to legitimate their framing of problems
and their defining of solutions. On the other, epistemic communities retain a degree of
autonomy, with “substantial latitude among members of the [epistemic] community about
the precise right answer [despite] strong common aversions” (Cowhey, 1990, pp. 172,3).

This implies a complex interplay of mutual influence and legitimation.

Thus, on the one hand political actors depend to a degree on epistemic communities and their
cognitive frameworks to support and advance their agendas. This is because of the important
role that that argument and persuasion play in achieving hegemony for specific issue agendas
(Singh, 2002b, p. 245). In this view, policy hegemony depends, at least in part, on a coherent
and well-articulated vision of principles and norms that can be argued as supporting and
giving weight to specific rules, negotiating positions and consequent decisions. For example,
General Secretary Butler deployed what was in effect an epistemic community in the
formulation of the key report (ITU, 1991) that launched the ITU reform movement. Epistemic
communities thus have an important role in the formulation of the cognitive frameworks
underpinning regimes, in ensuring their conceptual coherence and clarity of articulation, and

in promoting their popularisation. As Drahos and Joseph put it:

complexity... produces a demand for information by policy makers, a demand
which epistemic communities can provide by virtue of their networked specialist
knowledge. Epistemic communities purport to provide policy makers with cognitive
maps of the phenomenon that confronts them. At the same time as they depict a
cognitive reality, epistemic communities push a normative agenda (Drahos &
Joseph, 1995, p. 628)

One can perhaps overstate the case. Focusing on global ICT policy decision-making, and the
respective fora of the ITU and the WTO, Cogburn gives epistemic communities - which he
characterises as “elite policy networks” - a primary role, arguing that “elites are the real
actors in international policy negotiations, not the institutions they represent” (2004, pp. 159-
160). This leads him to accord a pre-eminent role to conferences - to which he accords a
“hierarchy” based on the degree of their “influence on the... components of an emerging
regime” (2004, p. 162) - in shaping the characteristics and content of the global ICT policy

regime. It also leads him to a rather gloomy - in contrast to the more sanguine assessment
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of Singh (2002b), and, to a lesser degree, Hills (2007) - verdict on the ability of developing

countries to influence the nature of the regime, in which their

lack of influence stems from the inability of developing countries and the
international development community to influence the episteme, or fundamental
knowledge, upon which the regime is built and to master the multiple processes

of global regime formation (Cogburn, 2004, p. 159)

On the other hand, such epistemic communities benefit from the political support they receive.
But, more than that, they become influential in their own right. Woodrow suggests this
influence operates at two levels, that of the ‘cognitive framework’, which he describes as the

underlying

perspective on major issues from [an] intellectual understanding of that realm of
activity, how the regime has worked in the past and at present, its strengths and
weaknesses as well as the opportunities and threats which it faces (Woodrow,
1991, p. 323)

The adoption of such a cognitive framework by political actors in turn influences how such
actors frame problems and define solutions. Further, the political agendas of the actors in

turn influence the content and direction of the self-same epistemic communities.

Whilst the notion of an epistemic community suggests an intellectual enterprise that is at least
in part academic, it is also possible to view the coalition of political actors as an epistemic
community in its own right. In the analysis presented in this report interacting constellations

of actors can be discerned at both the political and the academic level.

Although power and political manoeuvring, the building of alliances and the forging of
compromises, remained key elements in the establishment of the new ITU and WTO regimes,
achieving hegemony was also about the battle of ideas. The outcomes on the one hand
reflected the balance of forces at play, but on the other revealed a struggle for supremacy of

ideas.

It is, therefore, important to consider next the role of ideas and their evolution over the last
twenty or more years. Although the background set out above covers the broad ICT sector
regime, and the institutions that constitute the overall diverse regime which governs it (the
ITU, the WTO, the World Bank and more), the analysis needs to be more narrowly limited to

the question of universal access and service. Within the broader sweep of the evolving global
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ICT regime, the relevant questions are: why universal access and service came to be one of
its key issues, how the problem of universal came to be framed, and what solutions, strategies
and interventions were posited to address the challenge of universal access and service. In
short, it bis necessary to chart the development of what may be considered to constitute

international good practice in relation to universal access and service.

4.3 Codifying International Good Practice

The question of universal service began to enter the epistemic discourse in response to
concerns and objections raised by operators and countries that introducing competition and
opening their markets to foreign investment would prevent them from meeting the socially
desirable objective of providing telecommunications services to all - universal service. As
Horwitz notes, “talk of a universal service ‘obligation” surfaced in European countries only
when the PTTs came under liberalization pressure” (2001, p. 182). One of the key
justifications for retaining a state-owned monopoly provider thus became its ability to deliver
universal service through cross subsidies and support from the state. Hence one of the main
objections raised by incumbents and states faced with liberalisation was that acceding to the
liberalising pressures would undermine their ability to sustain the implicit public policy
objective of delivering universal service (OECD, 1991, pp. 28-29; Bauer, 1999; Melody, 1999,
pp. 23-24; Gasmi, Laffont, & Sharkey, 2000). Tim Kelly, who had been working in the Science,
Technology and Industry Directorate at the OECD at the times, states that the OECD found
that “the representatives of certain countries, like France and Italy, and even Germany at the
time, were using universal service and the French version of it (the public service view) as an
argument against moving towards competition”, and goes on to label universal service as “the

fig-leaf of the monopolist” (interview 27 October 2014).

Faced with these objections, and drawing on the expertise of a range of academics (eg Martin
Cave, Dale Hatfield, Bill Melody, Patrick Xavier) and ICT policy experts (eg Tim Kelly, Bjorn
Wellenius), a number of reports were commissioned by the likes of the ITU, the OECD, the
EC and the World Bank. This nascent epistemic community and its enterprise also spilled

over into a number of academic journal articles®’, books and reports. An examination of the

66 Tim Kelly is now Lead ICT Policy Specialist with the World Bank’s ICT sector department and infoDev.

67 Telecommunications Policy, established in 1976, is the key journal here, embracing academics, policy-makers
and regulators amongst its audience, and focused on issues pertaining to ICT sector reform, and to the role of ICT

in the economy and society.
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various documents provides a useful insight into the growing body of views, insights and
research, the principles and norms, that gradually began to cohere as a canon of international
good practice in relation to universal access and service. It is therefore to a discussion of

these documents that our analysis now turns.

4.3.1 The Missing Link: the Maitland Report

Commissioned by the 1982 Nairobi Plenipotentiary meeting of the ITU with the objective “to
recommend ways in which the expansion of telecommunications across the world could be
stimulated” (ITU, 1985, p. 1), Maitland’s ‘Missing Link” report provides an important baseline
for the consideration of universal access and service.

Figure 4.3: Maitland

Widely regarded and highly influential, it played, as noted Report: Cover

previously, an important role in stimulating the move towards
the reform of the ITU through its recommendation for the
establishment of a dedicated structure to focus on the
telecommunications development needs of developing THE MISSING LINK
countries. Its approach and focus, however, are more what

might be regarded as developmental: as previously noted, it

was one of the earliest documents to focus on the phenomenon ??3@7%2%*:"
RWORLD WA
that was later to become characterised as the ‘digital divide’. ORLCMNT

Source: ITU
Given this provenance, it is perhaps surprising that the ur

document makes no mention of ‘universal service’ at all. However, this is more a function of
the fact that at the time of its writing ‘universal service’ had yet to feature as a cognitive
category within the epistemic discourse. In fact, a reading of the report reveals that it is
imbued with many of the concerns that were later to surface within the body of knowledge.

Its starting point is an understanding of the important role that telecommunications plays as
an enabler of economic growth, a vehicle to support social development, and a source of

cultural enrichment, recognising:

the vital role telecommunications play not only in such obvious fields as
emergency, health and other social services, administration and commerce, but
also in stimulating economic growth and enhancing the quality of life (ITU, 1985,
p. 65)
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And its description of the global disparity in access to telecommunications reflects its central
concern with addressing the telecommunications access gap and ensuring the widespread
provision of telecommunications services. On the one hand, “advanced industrialised societies

have virtually comprehensive services” (ITU, 1985, p. 65). By contrast:

In most developing countries the telephone service is still far from universal and
the more sophisticated forms of telecommunications are almost unknown, except,
in some of the larger towns and business centres. In many countries there are

great tracts of territory with no telecommunications at all. (ITU, 1985, p. 14)

Treading a cautious path in relation to telecommunications liberalisation, the Maitland report

calls for joint efforts to address the imbalance, recommending:

e greater priority be given to telecommunications by developing countries, along with

increased investment in the sector;

e the adoption of improved technologies, and the more effective use of technologies

through greater attention to training;

¢ the provision of increased funding and financial support for telecommunications (ITU,
1985, pp. 65-69).

e The report also, as noted previously, recommends the creation of a “Centre for
Telecommunications Development” within the ITU to facilitate the necessary

assistance for developing countries (ITU, 1985, p. 67).

Thus, although an important landmark in relation to a shifting focus towards developing
countries and their lack of access to telecommunications service, the report provides no
detailed recommendations as to how increased penetration might be effected at national level.
It makes no attempt to define or specify international good practice in respect of

implementation.

4.3.2 European Commission: Green Paper

As previously noted, the 1987 EC Green Paper opened the way for the liberalisation of value-
added telecommunications services, but is important in the unfolding universal and access
narrative for its defence of the monopoly provision of basic, voice telephony, which it
defended in the name of ‘universal service’. Although it does not use the term explicitly or
consistently, it does provide the first definition of services “offered on a universal basis” as
those:
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I) provided with general geographical coverage,

i) provided on demand to all users on reasonably the same terms regardless of
the users' location within the service provider's territory or franchise area and the
cost of connection to the network. (EC, 1987, p. 66)

In terms of current good practice thinking in respect of universal access and service, the

Green Paper’s proposals are very rudimentary, dealing inter alia with:

e cross-subsidisation... [for, inter alia] certain public service goals, such as

universal service;

e a complex trade-off [in respect of cost-oriented tariffs] between

commercial considerations and universal service goals;

e specification of a number of end-to-end services to be provided with
universal availability. (EC, 1987, pp. 77, 79, 118)

The 1987 EC Green Paper, therefore, makes little contribution towards the development of
international good practice in respect of universal access and service. It does, however,
establish the key question against which those arguing for the introduction of competition
were going to have to contend. It explicitly tables the public service goal of achieving
universal service as a central defence against the introduction of full-blown competition.
Indeed, the very concrete measures referred to above are not readily sustainable in a fully
competitive environment. There were the arguments and issues against which the

proponents of much greater liberalisation were going to have to mount a case.

4.3.3 OECD: Universal Service in Telecommunications

The earliest serious international attention to universal service in relation to ICT sector policy
and regulation appears to emanate from the OECD (1991), in a two part report commissioned
by its Committee for Information, Computer and Communications Policy (ICCP), which
examined two of the issues which had been flagged as problematic for the liberalisation of
the telecommunications sector in the 1987 EC Green Paper. These were the questions of
universal service and the application of cost-based pricing and rate rebalancing to

telecommunications tariffs.

Then comprising 25 members, of which 19 were in Europe, with the US and Japan also

members, the OECD was a useful platform for carrying the debate of telecommunications
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liberalisation forward. Drahos and Joseph accord the OECD a role of some influence within
the emerging ‘supranational telecommunications regulatory regime’ of the time, describing it

as an

important player in terms of providing an intellectual framework and analysis for
the various relationships between the market access model of telecommunications
and trade in services, the information economy, computing and communication...
[one with] considerable power to set agendas and create influential models.
(Drahos & Joseph, 1995, p. 626)

Then OECD staffer Tim Kelly suggests that there was an explicit OECD agenda to tackle the

objections to liberalisation of the sector:

what we tried to do in our work at the OECD was to point out that it was perfectly
possible to have universal service and a competitive market structure, and that in
many ways competition was the best way to achieve that. We didnt have much
evidence at the time because so few countries had adopted competition. But we
were able to draw on the cases of countries like Sweden and Japan (interview, 27
October 2014)

The 1991 OECD report is also of interest because of its concrete move to draw on the expertise
of the academic epistemic community already researching and writing in this area. The two
main sections of the reporte were written by prominent English academics, respectively by

Prof Nicholas Garnhams and Dr Robin Mansell~.

The report also reflects one of the common characteristics of international good practice
literature: country benchmarking through an examination of the situation and practice in a

number of jurisdictions™ and its attempt to distil through that examination common or

68 There was an appendix contained a study of universal service in Japan, written by Yasu Taniwaki of the
Japanese Ministry of Posts and Telecommunications.

69 Then based at the Centre for Communication and Information Studies, Polytechnic of Central London, UK.
Garnham’s study seems to have been conducted in about 1988, and formed the basis for an academic paper
comprising a cross-country comparative study of universal service practices (Garnham, 1989) whose publication
predates the OECD report.

0 Then at the Centre for Information and Communication Technologies, Science Policy Research Unit, University

of Sussex, UK.

" The report covers: Belgium, France, Germany, Ireland, Italy, The Netherlands, Portugal, Spain, Sweden and

the United Kingdom.
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particularly effective practices from which lessons and guidelines of general applicability may

be drawn.

The universal service section of the report describes itself as the “first comprehensive study
of universal service in the countries of Western Europe” noting that “until very recently the
notion of "universal service" [had not been] discussed” in Europe (OECD, 1991, pp. 3,13),

and, in line with Kelly’s normative intention, goes on to address the

arguments used to justify the retention of public, or publicly-controlled,
telecommunications monopoly structures [which] are based on the claim that only
through such structures will there be an assurance of maintaining universal

telecommunication service (OECD, 1991, p. 23)

This section of the report analyses the challenge of ensuring universal service in the context
of the growing wave of market liberalisation and the move to cost-based pricing, and

concludes that

there is no institutional reason why universal service should not be required of and
delivered by either public monopolies or regulated private competitive operators.
(OECD, 1991, p. 85)

Although the report makes a number of recommendations (OECD, 1991, pp. 83-7), these are
rather generalised, stopping well short of specifying a concrete programme of interventions,

and thus far from setting international good practice benchmarks.

The report does, however, flag the importance of definitional questions, pointing out that the
“concept of universal service is . . . too imprecisely defined to serve as a useful guide to
policy” and to the consequent need to set “distinct, realizable and measurable goals” (OECD,
1991, p. 83).

In addition, it does point forwards towards a number of issues and areas that would later
come to characterise the policy debate. For example, its breakdown of the notion of universal

service into the “distinct subsidiary concepts” of
e universal geographical availability...

e non-discriminatory access, that is, the equal treatment of all users [in respect

of tariffs and quality of service]...

e reasonable costs or affordability (OECD, 1991, p. 26)
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is essentially the first exposition of what would later become the mantra of ‘availability,
accessibility and affordability’ (ITU, 1998, p. 63) that permeates international good practice

to this day, and which will be discussed later.

This framework does appear to have informed subsequent ITU thinking. Discussing a 1994
ITU workshop on universal service, Blackman suggests that the universal service “regulatory
obligation” should cover “universal geographical availability . . . non-discriminatory access
. . . [and] reasonable costs or affordability” (Blackman, 1995, p. 172). The framework was
subsequently explicitly adopted into ITU best practice under the catch phrase: “availability .

. accessibility . . . affordability” (ITU, 1998, p. 63), where it has remained ever since (cf
(infoDev, 2009, pp. 2-3; Blackman & Srivastava, 2011a, pp. 155-156).

Likewise, the report’s consideration of how to deal with universal service in relation to incipient
digitisation and the introduction of new services, to some extent anticipates consideration of
what would later be characterised as the concept of the “basic access continuum” (Msimang,
2003, p. 35).

As noted, the report recognises the tension between the goal of achieving universal service
and that of introducing market competition, and of the consequent need to “protect the
delivery of universal service from the impact of liberalisation” (OECD, 1991, p. 86). However,
although it refers to a “number of tools in the regulators [sic] armoury, such as access
charges, life-line service and universal service contracts” and “universal service obligations”
(OECD, 1991, pp. 86,7), it gives little detail on what precisely is meant by these interventions
or on how they might be applied.

Strangely too, the report makes limited reference to what would appear to be self-evident
linkages between the two questions under consideration: rate rebalancing has a clear impact
on consumer tariffs, which in turn has a clear impact on affordability of telecommunications
services and hence on the ability to achieve universal service. The question of affordability is
an issue that threads its way through much of the subsequent universal access and service

literature.
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4.3.4 EC & OECD: The Cost of Universal Service Obligations

A duo of similarly titled”z subsequent reports a few years later, commissioned respectively by
the European Commission (EC, 1994) and the OECD (1995), served to take the formulation
of international good practice forward. Both reports for the first time foreground and frame
as their central issue the question of universal service obligations”, something that was to
become part of the canon of universal access and service interventions (Intven, 2000a, pp.
6-1 - 6-56).

The focus of the two reports marks a shift towards the question of specific, implementable
universal service interventions of the kind that more properly constitute international good
practice. Both reports remain squarely placed within the context of the debate as to whether
a liberalising telecommunications landscape with the introduction of competition firmly on the
agenda will spell the end of universal service. Both conclude that the introduction of
competition is not antithetical to the achievement of universal service objectives or to the
imposition of universal service obligations, stating variously that “there is no reason in
principle why universal service obligations cannot be satisfied in the framework of
competition” (EC, 1994, p. 4), even that “prohibiting competition could serve, in fact, to
impede progress towards universal service” (OECD, 1995, p. 5).

The OECD report is rather more explicit. It notes that the achievement of universal service
goals has often been seen as antithetical to the introduction of competition, and, indeed, that
this argument has often been exploited by monopoly providers as a justification for opposing
market liberalisation. Its rejoinder is firm and forthright:

2 The reports are entitied ‘Meeting Universal Service Obligations in a Competitive Telecommunications Sector’
(EC, 1994) and ‘Universal Service Obligations in a Competitive Telecommunications Environment’ (OECD, 1995)

respectively.

73 The earlier OECD report (1991) does mention ‘universal service obligations’ in several places and via several

different formulations, but provides no systematic treatment of the issue.

741t is perhaps worth noting that ‘universal service obligations’ is another concept in the field that has undergone
a metamorphosis in meaning over the years. This will be discussed below. For the purposes of the OECD and
EC documents under consideration here, the universal service obligation refers to the requirement for the
incumbent (monopoly) telephone operator to provide a service to any customer requesting it, regardless of the
cost of that provision. This was usually achieved by cross-subsiding uneconomic (eg remote or low usage)
customers from the revenues earned of profitable (eg urban or high usage) customers. Such cross subsidies are

not readily sustainable in a competitive market.
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The primary conclusion of this study, therefore, is that competition and the
achievement of universal service objectives are not mutually exclusive nor
necessarily in confiict. With appropriate arrangements in place, competition rather
than monopoly may still be the more appropriate structure to ensure the
maintenance — or expansion — of universal service objectives and targets.
(OECD, 1995, p. 6)

It is again noteworthy that both reports once more draw on the academic epistemic
community in their research and the formulation of their recommendations™. Both sets of
authors also draw explicitly on the academic literature in the framing and justification of their
arguments. Both reports also engage in the cross-country benchmarking approach which has

already been noted as characteristic of international good practice literaturer.

Both reports engage in some consideration of what it is that constitutes universal service, its
characteristics and criteria. The European Commission report is rather briefer, identifying

four “policy perspectives” or “dimensions” that it sees as comprising universal service, viz:
(1) Achieving universal geographic coverage...
(2) Offering residential services at geographically averaged prices...
(3) Pursuing universal access through widely subsidised residential access...
(4) Offering Targetted Telephone Subsidies (EC, 1994, pp. 6-13)
In related vein the OECD report provides an extensive discussion of what it sees as five core
“dimensions” or “constituent elements of the universal service objective”, viz:
(a) Universal geographic access. subscribership and penetration levels...
(b) Universal affordable access...

(c) Universal service quality...

5> The European Commission report was jointly authored by Prof Martin Cave (Faculty of Social Sciences, Brunel
University, UK), Claire Milne (Antelope Consulting, Woodford Green, UK) and Mark Scanlan (Faculty of Social
Sciences, Brunel University, UK) (EC, 1994), while the OECD report was written by Patrick Xavier (Swinburne
University of Technology, Australia), with one of its chapters prepared by Professor Martin Cave (Faculty of Social
Sciences, Brunel University, UK) (OECD, 1995).

76 The European Commission report covers: Australia, Finland, New Zealand, Sweden, United Kingdom and the
US (EC, 1994); while the OECD report examines: Australia, Japan, New Zealand, the UK and the US (OECD,
1995, p. 17).
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(d) Universal access by the disabled...

(e) Tariffs for universal service (OECD, 1995, pp. 36-49)

Both reports appear thus to be picking up on the concepts of geographic availability, non-
discriminatory access, and affordability from the earlier (1991) OECD report, but not
necessarily framing the issues with any greater clarity. Clearly ensuring both universal
geographic coverage and consumer affordability for telecommunications services are common
policy objectives and performance criteria in all three cases. However, the EC report in
particular seems to focus on a number of specific pricing interventions as proxies for ensuring
affordability.

Universal service obligations are explicitly framed as a central issue in both cases, in the
context of ‘public good’ benefits to society and public interest notions of social equity. It is

worth looking at their respective definitions of the concept.

According to the European Commission report, universal service obligations encompass those

services which an operator is required to supply and supplies efficiently, yet which

impose losses upon the operator.

Universal service obligations typically require a "basic service" to be provided at a
specified quality of service. (EC, 1994, p. 5)

The OECD report adopts a similar position, stating that

Usually these obligations constitute a requirement to provide basic telephone
service to all who request it at a uniform and affordable price even though there

may be significant differences in the costs of supply (OECD, 1995, p. 13)

The definitions have in common their emphasis on the provision of ‘basic’ voice telephony
services to (usually residential) consumers, together with their recognition that providing such
services is likely to be loss-making. Implicit in both definitions is the fact that meeting the
universal service obligation is likely to be unprofitable for operators in terms of both location
and revenue, the two dimensions of the ‘access gap’ that will be discussed below. The cost
of supply to remote, usually rural locations is high because of the distances involved.

Conversely, income from less affluent customers with consequent low levels of usage is low.

The requirement imposed on an operator to provide telecommunications services to remote

and often relatively impoverished communities and customers to meet public interest
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objectives remains the essence of universal service obligations as understood within universal
access and service good practice today (Intven, 2000a, pp. 6-19; Blackman & Srivastava,
2011b, p. 160).

Because of the uneconomic nature of universal service obligations, both reports devote
considerable attention to an analysis and quantification of the costs of meeting such
requirements, in each case devoting a full chapter to this exercise. Of more interest from our
perspective, however, are the range of interventions they recommend which might support

the sustainability of universal service obligations under competition.

Whilst remaining rather tentative in its recommendations, the EC report does make a number
of suggestions drawn from the experience of its country case studies (viz Finland, New
Zealand, Sweden, United Kingdom and the USA). These include:

e financing the universal service obligation from general taxation (which it rather

discounts as a viable option);

e cross-subsidising the obligation via a levy on operator profits or on existing customers
in order to fund loss-making customers (ie those where an “access deficit” is incurred)
— a proposal that sounds uncannily similar to the ‘access deficit charge (ADC)’ of
which India seems to have been the last remaining outpost (Financial Express, 2008),

but one which may also have the seeds of the universal service fund levy;

e competitive tendering open to all operators for the provision of the universal service
obligation — akin to the least-subsidy auction approach, of which Chile is perhaps
the best known example (Wellenius, 2002);

e proposals for middle-income countries, including: restricting competition to certain
market segments (eg international calls); a rather complex averaged access deficit
calculation; or the award of “non-overlapping franchises”, possibly subsidised, to
provide services to unserved areas (EC, 1994, pp. 61-62) — a proposal that has some
echoes of the under-serviced area licensing approach adopted much later in South

Africa, and discussed extensively in a later chapter.

Although the later OECD report devotes a full chapter to a consideration of examples of
universal service interventions in a number of countries (including Australia, Japan, but
principally the United Kingdom and the US), its focus instead is on “providing a framework
and set of principles for (re)considering the identification, costing, funding, reporting and

monitoring of universal service which is applicable to OECD countries” (OECD, 1995, p. 16).
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The proposed set of principles to assist in “designing an operational universal service
programme” is useful in that it sets out a useful best practice approach rather than a

recommended set of implementation options:

a) Universal service objectives and coverage need to be clearly and specifically

articulated;
b) Identify barriers to universal service;

¢) Identify schemes which could cost-effectively address the identified barriers to

universal service;
d) Estimate the cost of universal service programmes;

e) Consider the relative merits of alternative mechanisms for funding universal

service;
f) Progress in universal service should be regularly and publicly reported;

g) Performance in universal service delivery should be regularly monitored and
evaluated. (OECD, 1995, pp. 135-139)

In both reports many of the proposals are derived from the assessment of practices adopted
in the countries considered. A number of the conclusions, however, are on the vague side,

and thus fall short of achieving a catalogue of international good practice.

However, as a result of the various reports examined above, universal service was now firmly
on the agenda, in the context of a firmly liberalising telecommunications environment, with
the focus now shifting to concrete policy proposals and regulatory interventions to ensure

that it was achieved both in mature markets and in the developing country context.

4.3.5 Universal Service: Colour me Green in Africa

As the ITU sought further to hegemonise telecommunications reform, it issued what it was

later to describe as a series of “flagship reports.... guidelines for governments embarking on

T The various chapters of a contemporaneous World Bank report, for example, make repeated mention of the
imperative of universal service in their review of the experience of telecommunications reform across a wide range
of country jurisdictions (Wellenius & Stern, 1994). Although its cross-country format lent itself to the development

of international good practice, it strangely did not single out universal service as one of its key regulatory issues.
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reform of the telecommunication sector and as a tool to practically assist regulators facing
the many challenges encountered in promoting the sector” (ITU, 2011). Amongst these was
the ‘African Green Paper’, the development of which had been mandated by a resolution of
the ITU’s 1990 ‘African Telecommunication Development Conference’, held in Harare. Self-
consciously modelled on the European Union’s own ‘Green Paper’ (discussed above), it
mandated the ITU to “study and propose guidelines” in order to “elaborate and formulate
suitable recommendations to the African countries [for an ‘African Information and
Telecommunication Policy and Strategy” (ITU, 1996a, pp. 80-81), and to inform both the OAU
and PATU accordingly.

Approved in 1996 at the subsequent ‘African  Figure 4.4: African Green
Telecommunication Development Conference’, held this Paper: Cover
time in Abidjan, the Africa Green Paper was relatively

circumspect in its recommendations. Making much of the

need for co-operation across the continent at various

levels, it defined the “principal challenge” facing Africa as THE AFRICAN

the need to “adapt the sector in a coherent and systematic GREEN PAPER

manner to market forces”. At various points it refers to: _LECOMMUN‘CA“% Ruces

¢

e The operational “separation of postal and Source: (ITU, 1996a)
telecommunication services”;

e The “creation of a separate national body for the
regulation of telecommunications”;

e The “initial opening to regulated competition of
market segments for which demand remains to be
satisfied”;

e Measures to ‘“improve the operational efficiency and productivity of Public
Telecommunication Organizations (PTOs)”. (ITU, 19963, p. 4)

What are now seen as the main pillars of telecommunications reform are all there, albeit that
the contentious (to this audience) notion of privatisation receives the barest of mentions as

something that “may be a useful tool among others” (ITU, 1996a, pp. 3-10).

Perhaps surprisingly, given the low levels of teledensity across Africa at the time, the

consideration of ‘universal service’ is scant and weak. The document only considers the

8 Others included ‘Telecommunication policies for the Arab Region - The Arab Book’, and ‘Telecommunication
Policies for the Americas: The Blue Book'.

7 |t further qualified its relatively timid and “prudent approach to liberalization” based on a “study all of the
advantages and disadvantages of maintaining a monopoly on basic infrastructures and services”.
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concept in relation to the “provision of the basic telecommunication services (such as
telephone and telex services)... covering the whole geographical area... [and] provided on
demand to all users” (ITU, 1996a, p. 38). Universal access, already on the horizon as an
issue, receives nary a mention. Universal service obligations are viewed solely in relation to
the incumbent “"PTO” (ITU, 19964, p. 41).

The African Green Paper does not appear to have had a great deal of direct influence, despite
being cited by Mokgosi, along with the WTO and TRASA, amongst the “international
instruments and organisations” influencing and setting a precedents for the regulation of the
ICT sector in South Africa (Mokgosi, 2006, p. 107), although its own listing of some 29 sub-
Saharan African countries with prior ITU-assisted telecommunications “master plans” (ITU,
1996a, p. 145) does suggest a considerable degree of influence. It is likely, rather, that the
African Green Paper was subsumed in the welter of contemporaneous developments,
including as the launch of the African Information Society Initiative (AISI) under the umbrella
of the United Nations Economic Commission for Africa, and the Information Society and
Development (ISAD) Conference, both in the same year. The pressures towards sector reform

on African countries were manifold and multilateral.

Universal access and service began slowly to surface more strongly in the ICT sector reform
discourse, although the concept was not without its detractors. For example, Mustafa, Laidlaw
and Brand were dismissive of the notion, largely on the basis of its prohibitive costs, stating
baldly that, for “low-income countries, providing universal service, as commonly understood,
is impossible” (Mustafa, Laidlaw, & Brand, 1997, p. 32). The African Information Society
Initiative was, on the other hand, according to the hindsight assessment of Nancy Hafkin, its
founding director, considerably more sanguine: “from its inception, AISI was concerned with
creating universal access to ICT in Africa, emphasizing public over individual access” (Hafkin,
2002, p. 118).

4.4 Globalising Good Practice

Globally, universal service, as shown above, first really came to prominence within the context
of @ number of processes that were changing the nature and face of the global regime
governing telecommunications. On the one hand were the set of changes associated with
the ITU reform movement that placed liberalisation firmly on the table and that positioned
the ITU to fulfil a normative role with respect to sector reform in the face of developing
country concerns. On the other, were the Uruguay round of multilateral trade negotiations
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that commenced in 1993 and culminated in the 1996 WTO General Agreement on Trade in
Services (GATS) and its associated Agreement on Basic Telecommunications Services and the

Regulatory Reference Paper.

The formulation and tabling of the various OECD, EC and other reports discussed in the
previous section clearly shows that there were mounting pressures for a shift of policy in the
direction of liberalisation. The two more recent of the reports were issued after the Uruguay
round of negotiations had already kicked off in 1993. The reports also clearly reflect the
tensions between the social objective of retaining the universal service imperatives and the
market drive towards the introduction of competition, and form part of a process of rethinking
the most appropriate policy mix — and that not only in respect of universal access and

service.

As shown above, the pressures to liberalise the telecommunications sector and to introduce
competition, provoked a defensive response on the part of countries and monopoly providers,
who argued that this would undermine the objective of achieving universal service. It was
therefore necessary for those arguing for telecommunications reform to demolish this
argument by showing that competition and universal service were in practice not
incompatible. It was then necessary to demonstrate, as the two universal service obligations
studies attempted to do, that there were a range of mechanisms available to policymakers
which would serve to ensure that the goal of universal service could be sustained or achieved
under conditions of market competition. Many of these were, as already noted, relatively
embryonic in articulation, and would require further engagement on the part of policymakers
with identifying and setting out what might be considered international good practice in

relation to universal service.

It is worth stressing again the normative trend within the institutions comprising or allied to
the telecommunications regime as they sought to formulate and disseminate a cluster of
international good practice prescriptions, something that will be further discussed below. The
role of largely academic epistemic communities is also, as has been noted, a significant one,
with academics prominent in the drafting of many of the studies, and academic sources
featuring in the various report bibliographies, and many reports resurfacing, repurposed as
academic journal articles. Drawing on the literature of policy transfer, one can characterise
the international good practice normative regime sketched in this chapter as one distinct from

an enforced “coercive transfer” of policies and practices, and as rather one tending far more

92



towards ensuring diffusion through a “lesson-drawing” approach (Dolowitz & Marsh, 2000, p.
5).

Rather more on the prescriptive policy transfer end of the scale are the instruments of the
WTO component of the international telecommunications policy regime. Whilst the
Agreement on Basic Telecommunications Services puts the weight of the WTO behind the
imperative to liberalise telecommunications markets, the Regulatory Reference Paper can be
viewed as an attempt to institutionalise and grant quasi-legal status to international good
practice in the regulation of telecommunications. Currently assented to by 82 of the WTO'’s
160 member countries, the Regulatory Reference Paper commits them to adhering to a broad
and fairly generalised set of regulatory principles covering competitive safeguards,
interconnection, universal service, public availability of licensing criteria, independent

regulators and the allocation and use of scarce resources (WTO, 1996b).

Despite its normative intention and standing as an instrument of policy transfer, the
Regulatory Reference Paper is a document that remains relatively circumspect and unspecific

in respect of universal service, merely stating that:

Any Member has the right to define the kind of universal service obligation it
wishes to maintain. Such obligations will not be regarded as anti-competitive
per se, provided they are administered in a transparent, non-discriminatory and
competitively neutral manner and are not more burdensome than necessary...
(WTO, 1996b, p. Clause 3)

While, on the one hand, this may have served to ensure that universal service became part
of mainstream regulatory practice at a global level, the criticism of commentators like
Fredebeul-Krein and Freytag that the ‘universal service’ provision is “by far not detailed
enough” and the “main shortcoming of the regulatory framework” (1997, pp. 490-491), must

be conceded.

4.4.1 ITU: From Universal Service to Universal Access

The 1998 publication of the ITU’s fourth World Telecommunication Development Report,

which was tabled at the ITU’s second World Telecommunication Development Conference,
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held in Valletta, Malta (ITU, 1998, p. 1)®, marked a qualitative shift in establishing a more

comprehensive canon of international good practice in relation to universal access and service.

Tim Kelly, who had joined the ITU in 1993 and who was one  Figure 4.5: WTDR 1998
of the authors of the report, suggests that the World - Universal Access
Telecommunications Development Reports should be viewed
as a series focused on developing a canon of international
good practice (interview, 27 October 2014). The previous
report had dealt with the trade in telecommunications issues
emerging from the WTO negotiations; its successor focused
on the rise of mobile telephony. He describes this report as
a “transitional one, which looked at different schemes that

had been tried to achieve universal service, like telecentres...

[which] were not successful”, noting that “already it was clear
that mobile telecommunications was the best way to extend Source: (ITU, 1998)
universal service” (interview, 27 October 2014.

Nonetheless, this report serves as a landmark in relation to universal access and service. It
provides the first explicit formulation of the concept of universal access as a policy objective
for developing countries, explicitly distinguishing it for the first time from the more established
concept of universal service. The categorisation of these two concepts and their
differentiation remains a fundamental tenet within the field to this day (SADC, 2011, p. 5).

Universal service, as defined by the ITU in this report, is “focused upon connection of
individual households to the public telephone network”, and is viewed as a policy objective

more appropriate to developed countries (1998, p. 61).

The objective of universal access policy, by contrast, is to ensure that “everyone, at home or
at work, should be within a reasonable distance of a telephone” (ITU, 1998, p. 61), and is

viewed as a policy objective more appropriate to developing countries.

80 The 1998 World Telecommunication Development Conference was held in Valletta, Malta (23 March - 1 April)
as the third such conference by ITU-D’s Telecommunication Development Bureau. These conferences now take

place every four years. The keynote address to the Valetta conference was delivered by Sir Donald Maitland.
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The report thereby provides the basis for definitional distinctions that remain current today,
with universal access focused on widespread community-level, shared access, and universal

service focused on individual or household level, private access.

Sadly and strangely, the report proffers no substantive clue as to the derivation or genealogy
of the concept of universal access that it is so instrumental in placing on the table. The closest
it comes is via a box in the introduction referring to the ‘Statement on Universal Access to
Basic Communication and Information Services’ issued in April 1997 by the UN Administrative
Committee on Coordination (ACC) (ITU, 1998, p. 10). This statement in turn is firmly rooted
in the policy tradition of the digital divide focus on disparities in access to the broad range of
ICTs (including both the Internet and telephony) and derives from the AAC's “decision to
embrace the objective of establishing universal access to basic communication and
information services for all” (UN, 1997, p. Para 7). Interestingly, it does touch on the universal
access vs service distinction made explicit in the later ITU report: “universal access in basic
communication and information services to the developing world would thus make it advisable
to focus on the community level . . . rather than the household or individual level” (UN,
1997, p. Para 14).

There are some suggestions of the origins of the concept in some of the earlier academic and
expert literature. The definition adopted by Wellenius and Stern for ‘universal service’, for
instance, implicitly points to the notion of ‘universal access’ as a more appropriate policy goal

for developing countries, but without using the term:

universal service. The concept that every individual 'within a country should
have basic telephone service available at an affordable price. The concept varies
among countries, from having a telephone in every home and business in the
wealthier countries to most inhabitants' being within a certain distance or time
away from a public telephone in developing countries. (Wellenius & Stern, 1994,
p. 744)

Where the concept appears in the academic literature, it is often used loosely as a synonym
for ‘universal service’ or in the context of ensuring access to the Internet and the information
society (Clement & Shade, 1996; Compaine & Weinraub, 1997). Drawing on Compaine,
Xaviers: elaborates the notion of “public access... to the networks and services of the

information society” and proposes “public access points” as means of achieving this (Xavier,

81 Principal author of the 1995 OECD report on universal service obligations (OECD, 1995).
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1997, p. 837). Former Director General of Communications, Andile Ngcaba, who was active
in the ITU at the time, is unclear as to the origins of the concept, ascribing it to a “collective
effort”, although he does count himself a “firm advocate of the idea” (interview, 28 January,
2015).

Drawing on and citing from earlier work by Milne on developmental stages in the progress
towards universal service (also used in (EC, 1994), and later published academically — (1998)),
this distinction between universal access and universal service forms the basis for a series of

recommended differential policy interventions (ITU, 1998, p. 65ff).

It also articulates clearly and precisely for the first time the formulation of availability,
accessibility and affordability that was to remain the mantra of universal access and service

policy for more than 15 years:

e Availability. There should be nationwide coverage of telephone service,

wherever and whenever required;

o Accessibility. Users should be treated alike;, there should be non-
discrimination in terms of price, service and quality, irrespective of

geographical location or race, sex, religion,

o Affordability. Telephone service should be priced so that most users can
afford it. (ITU, 1998, p. 63).

As the discussion above noted, geographic availability and pricing affordability had regularly
featured in the preceding studies on universal service from the EC and the OECD. The
dimension of ‘accessibility’ appears to bring together concerns to ensure uniform quality and
service, provision of services for disabled users, and geographically averaged tariffing. It is
only very recently that changes have been proposed to this formulation, with Msimang
arguing, rather tentatively it must be said, for the addition of two further dimensions in
relation to universal access and service with respect to broadband - ‘awareness’ and ‘ability”:

In addition, “awareness” and ‘ability” are fast becoming central tenets of
universality as the Internet and broadband services are included in the scope of
universal service, and access enabling the use of ICTs is a factor. (Msimang, 2012,
p. 83)

Msimang credits the genesis of these potential additional dimensions for universal access and
service to a recent ITU school connectivity project workshop in Tanzania, when lack of

96



computer skills (ability) and lack of understanding which Internet browser icons to use
(awareness) surfaced as impediments to access (interview, 7 November 2014)=. These are
clearly more information society concepts, and it remains to be seen whether they will be

adopted more widely.

For developing countries, the 1998 report recommends that it should be universal access that
occupies centre stage in policy and regulation, with universal service more appropriate for
developed countries. At this stage, these policy and regulatory interventions were still
relatively under-developed, and the report’s specific recommendations include the imposition
of operator obligations, cross-subsidies, access chargess=, the establishment of universal

service funds, and financial assistance to needy users (ITU, 1998, pp. 86-90).

This time the report draws on an epistemic community largely internal to the ITU: the authors
- Michael Minges, Dr Peter Lovelock, and Dr Tim Kelly - were all senior staffers within the
ITU at the time. Michael Minges and Peter Lovelock also had several academic journal articles
to their credit. The report was edited by Dr Colin Blackman, then editor of the leading journal
in the field, the prestigious 7elecommunications Policy.

Universal access has continued to be mentioned in every edition of the ITU’s (approximately)
annual report, ‘Trends in Telecommunication Reform’, from 1999 onwards, either in specific
sections or chapters, or in relation to other substantive policy and regulatory issues or

challenges.

4.4.2 ITU: Practical Universal Access Tools for Regulators

Universal access and service policy and regulation was again specifically revisited in far greater
depth by the ITU a few years later, when the 2003 edition of 7rends in Telecommunication
Reform was entirely devoted to providing policy-makers and regulators with a “well-developed
tool kit . . . to address the true access gap that remains unbridged even after sector reforms
occurred” (ITU, 2003b, p. 124), while at the same time recognising “many experiments and
attempts to find working models to achieve universal access and, beyond that, universal
service” ” (ITU, 2003b, p. 125). Detailed best practice recommendations from the report

82 |nterestingly, her suggestion is borne out by a recent Stats SA report analysing 11 years of household survey
data, which rates “lack of knowledge / skills / confidence” as the single biggest reason (38,6% of respondents) for

not having access to the Internet at home or via a mobile device (Stats SA, 2015, p. 49).

83 More commonly referred to nowadays as ‘access deficit charges’.
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included: strengthening ICT sector reform; establishing universal service funds; using
minimum subsidy auctions; and promoting telecentres (ITU, 2003b). This edition of 7rends
in Telecommunication Reform was the product of an even more diverse team than its
predecessor, most of them either ITU staffers (Doreen Bogdan-Martin, Michael Minges, Susan
Schorr, Nancy Sundberg, Tensin Tobgyl) or ICT consultants, many of whom had done work
for the ITU (John Alden, Andrew Dymond, Sonja Oestmann, Mandla Msimang, Edgardo
Sepulveda, David Townsend), with Dr Michael Best, then at MIT, the lone academic. Many
of them continue to be active in the field of ICT policy and universal access and service to
this day.

International good practice for universal access and  Figure 4.6: Trends in Telecomm
Reform 2003 - Practical Tools
to Regulate UAS

service policy has continued to remain a focus of
policy research and regulatory recommendation.
More recently an ITU-commissioned report
examined global trends in relation to universal
access and service policies (Maddens, 2009).
Proceeding from the range of current universal
access and service “mechanisms, including market
reform, the imposition of universal service
obligations on certain or all market players, the
designation of universal service providers, the
financing of universal service obligations, the
creation of Universal Service Funds, as well as PROMOTING

UNIVERSAL

through innovative measures such as public-private ACCESS T0 ICTs
PRACTICAL T00LS

partnerships, business-NGO partnerships, etc”, the sl Al

report seeks to develop an “effective framework”
(Maddens, 2009, pp. 2-3) of policy and regulatory Source: (ITU, 2003b)
best practice. This included: ensuring a proper institutional framework; defining universal
access and service; imposing universal service obligations; strengthening regulatory reform;
ensuring a multi-pronged approach in pursuit of universal access and service; and
establishing mechanisms to finance universal access and service, including a universal service
fund (Maddens, 2009).

Based on this approach, an ITU-funded project undertook an assessment of universal access
policy and practice for the countries affiliated to the Communication Regulators’ Association
of Southern Africa (CRASA) in relation to international best practice (Lewis & Maddens, 2011).
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The project resulted in two further good practice documents, a set of policy and regulatory
guidelines in respect of universal access and service for the Southern African Development
Community (SADC, 2011) and a toolkit for the establishment and operationalisation of

universal service funds (ITU, 2011).

From the account in this section it is clear that there was an ongoing, substantial effort to
derive a relatively coherent set of guidelines in respect of policy and regulation pertaining to
universal access and service in the ICT sector. Driven by the need to ensure that the
objectives of universal access and service are sustained and achieved under conditions of ICT
sector liberalisation, principally the with introduction of competition, most of the guidelines
derive from the body of international good practice, much of which emanates from multilateral
institutions such as the OECD, the WTO and the ITU.

Although it is not a tightly prescriptive body of practice, there are certain common threads
and strands that run through it. Two features stand out in common across many of the

recommendations from 1998 onwards:

1. The imposition of universal service obligations upon operators, usually by means of

licence conditions;

2. The creation of a universal service fund to finance access interventions in uneconomic

areas.

It can be argued that there is a considerable overlap between the dimensions of availability,
accessibility and affordability that was discussed earlier, and the two core good practice
precepts identified above. However, the overlap is not a simplistic one. In each case, the

intervention recommended can be shown to address more than one of the dimensional issues.

Before turning to an examination of international good practice in the context of ICT sector
reform, it is useful to consider the concept of the ‘access gap’, which, like the notion of
availability, accessibility and affordability, forms a conceptual underpinning to the various

policy interventions, and shapes their application in practice.

84 Both continue to feature as key components of international good practice today (SADC, 2011; ITU, 2013).
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4.5 Mapping the Access Gap

Both the mandate of ensuring universal service and the goal of achieving universal service
imply some form of access gap between those users who already enjoy the benefits of
telecommunications services and those to whom, for reasons of equity, the public good or
economic welfare, policy-makers seek to extend the benefits of fixed and mobile telephony,
the Internet and high-speed broadband. The notion of an access gap, to some extent,
therefore, attempts to conceptualise, quantify and map the digital divide in respect of
universal access and service. Like many of the issues and concepts discussed in the previous

section, it too has evolved over the years.

A number of analysts have attempted to map the gaps in universal access and service over
the years. Amongst the first were Tyler, Letwin and Roe in briefing report examining
regulation and universal service, which was prepared for the ITU’s second regulatory
colloquium in December 1994 (ITU, 1994c)=. Drawing on 12 country case examples
(including South Africa*), the report, inter alia, seeks to identify and plot the “logical
distinctions between different categories of current telecommunications users and potential

future users” (1995, p. 5) - see Figure 4.7 below).

The primary axis of the diagram is that of affordability, although there is some disaggregation

to cater for those in rural areas or affected by disability.

What is valuable in this analysis is the distinction between those users who are “commercially
viable” and those who are “commercially non-viable”, which implies that, properly managed
and regulated, the market can serve a number of users who are currently not receiving
service. The consequent implication of the need for a market-enabling policy and regulatory
environment to promote universal access and service is a question that comes more
specifically to the fore in later iterations of the ‘access gap’ diagram as discussed below.
Further the identification of users who currently do not qualify for support also points to an
important area for universal access and service intervention. As Tyler, Letwin and Roe point

85 Their full report, entitled ‘The Changing Role of Government in an Era of Deregulation, Universal Service and
Innovation: Fostering Linked Goals through Regulatory Policy’ is not readily publicly available. The discussion
which follows draws instead on the subsequent academic journal article which appeared in Telecommunications

Policy the following year.

8 Tyler, Letwin and Roe acknowledge the assistance of Andile Ngcaba, then heading up the ANC'’s

telecommunications think tank, the CDITP.
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out, their model aims to examine “how cost-effectively resources are or could be applied [sic]
to achieving those targets, and thus address the problem of choosing the right economic
means for bringing telecommunications to each different segment of potential users (1995,
p. 6). In other words, modelling the *access gap’ is both a diagnostic tool and an intervention
map. The model, however, is essentially one-dimensional, and fails to include indicators that

further categorise those without telecommunications service.

Figure 4.7: Commercially Viable vs Non-viable Users
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Source: (Tyler, Letwin, & Roe, 1995, p. 5)

Tyler, Letwin and Roe go on to debate the appropriate degree of regulatory oversight (from
“broad oversight” to “detailed direction”) of universal service obligations, as well as a variety

of mechanisms to cross-subsidise the rollout of services to ‘commercially non-viable users’.

The conceptual framework of ‘availability, accessibility, affordability’ can again be found in

Tyler, Letwin and Roe, who suggest four methods of achieving the goal of ‘universal service’,
viz:

Extending the PSTN to unserved areas....

Making telecommunication services affordable’ for low-income households....

Making telecommunication services usable and affordable for disabled
persons....
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Meeting unsatisfied demand for access lines. (Tyler, Letwin, & Roe, 1995, p.

4)

The two main features extrapolated from the good practice literature above, namely universal
service obligations and a universal service fund receive some attention, with the level of
intervention in respect of the former being debated, and the latter mentioned as one example
of a means to provide cross-subsidies to support non-viable users. This is in part a
consequence of the report’s aversion to the normative prescription of ‘international good
practice” because of the need to ensure that objectives and interventions are grounded in
and derived from the circumstances specific to each country. In the words of the report:
“the 'pros and cons' of these alternatives are so specific to the regulators' operational and
institutional circumstances that it is not useful to attempt to offer any general summary”
(Tyler, Letwin, & Roe, 1995, p. 20).

A later ‘access gap’ model developed by Navas-Sabater, Dymond and Juntunen for a study
commissioned by the World Back and published as a discussion paper (2002) takes an
important step forward in aligning the ‘access gap’ model more closely with some of the
standard axes of the digital divide (Figure 4.8 below).

Figure 4.8: The Access Gap (2002)
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(Navas-Sabater, Dymond, & Juntunen, 2002, p. 8)

Their model is likewise aimed at providing a diagnostic tool aimed at providing targeted
normative guidance for policy-makers and regulators. Analytically more complex than the
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diagram of Tyler, Letwin and Roe, and using slightly different terminology, it instead maps
two key “dimensions — poverty and geographic isolation” that account for and align with
lack of access to telecommunications services (Navas-Sabater, Dymond, & Juntunen, 2002,
p. 8). This allows the telecommunications market to be segmented into “commercially
feasible” users, and those subject to the “access gap”. These are users who are too remote
or too poor to be commercially feasible, but where access remains desirable for political and

social reasons.

In the former case access can be provided by means of the standard and “well-known set of
policy and regulatory measures” that serve to promote the efficient functioning of the market,
including competition, privatisation and regulation (Navas-Sabater, Dymond, & Juntunen,
2002, p. 7). The central plank for interventions to address the ‘access gap’, in turn, is seen
to lie in the establishment of a universal service fund, from which “smart subsidies®”” can be
deployed to support service rollout and to subsidise poor users (Navas-Sabater, Dymond, &
Juntunen, 2002, p. 34ff).

The report shares the cross-country comparative analysis focus common to much of the
international good practice literature, and forms part of an explicit normative policy transfer
approach by the World Bank to ICT sector reform and to universal access and service in
particular. In support of this “key strategic direction” the Bank sets out to provide “advice
and technical assistance on policy measures, and [to provide] targeted and selective financing
that leverages substantial private investment” (Navas-Sabater, Dymond, & Juntunen, 2002,
p. V). The authorship of the report is anchored within the World Bank where Juan Navas-
Sabater worked as a Telecommunications Specialist, and includes telecommunications
consultant Nina Juntunen, but shows some overlap with the broader epistemic community in

the person of Andrew Dymond.

The study discusses a wide range of possible universal access and service interventions, which
it summarises into a complex framework under three broad categories, viz: “US/UA
Obligations” imposed on a mix of licensees (which are not an approach favoured by the Bank);
what it terms “Retail Schemes” (including pay-phone operators, phone shops and
telecentres); and “Funding Mechanisms” (principally the establishment of a USF, but also

including the use of cross-subsidies and interconnect fees).

87 The report explicitly equates this with a least subsidy auction approach, in which bids are evaluated in relation

to the level of subsidy requested from the USF. The bid with the lowest subsidy requirement scores the highest.
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It is unfortunate that Navas-Sabater, Dymond and Juntunen fail to provide either the
derivation or full analytical justification of their model, since it continues to hold sway within
international good practice (ITU, 2003b, p. 59; Blackman & Srivastava, 2011b, p. 157). As
Andrew Dymond remarks, “virtually everyone seems to use the basic concept now” (personal

communication, 19 November 2014).

The origins of the latter diagram remain somewhat elusive. ICT consultant David Townsend
suggests it was rooted in the broader epistemic community of academics and consultants
working on universal access and service: “its origins are somewhat obscure, as there was an
evolving set of ideas around these concepts for several years, and a variety of versions of the
diagram were utilized in various documents by different experts” (personal communication,
12 February 2015). Andrew Dymond suggests the access gap diagram was developed for the
first time for the paper, which was written in July 2000. He attributes its origin to Juan Navas-
Sabater who, he says, “initially put the concept down onto paper in an informal meeting we
had when we planned the publication” (personal communication, 19 November 2014).
Dymond further suggests their diagram was developed independently: “I don't think I knew
anything about the Tyler, Letwin and Roe [paper], so there was no known influence, unless
Juan has picked that up before we came up with our model”
November 2014).

(personal communication, 20

A somewhat different version and more technicolour of the access gap model (see Figure 4.9
below) appeared a few years later in a study= evaluating the experience of universal access
and service programmes in Latin America and making recommendations for future

interventions.

The similarities with the preceding ‘access gap’ are evident, although the axes of the diagram
differ, as does some of the terminology. The two principal axes of supply and demand are
interesting, in that ‘supply’ seeks to align itself with the established concept of ‘availability’,
for the ‘geographic isolation’ of the previous diagram, and that ‘demand’ seeks to align itself
with the established concept of ‘affordability’, or the ‘poverty’ of the previous diagram.
Further, it is suggested that universal access programmes tend to focus on supply-side

interventions (such as universal service obligations, and USF-supported service rollout), but

88 The study was undertaken by a team of three international consultants, led by Peter Stern, and supported by
local consultants. It was commissioned by the World Forum of Latin American Telecommunications Regulators

(Regulatel) and funded principally by the World Bank.
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that attention increasingly needs to focus on demand-side stimulation which supports the

long-term goal of universal service (Stern, Townsend, & Monedero, 2006, pp. 8-14).

Figure 4.9: The Access Gap (2006)
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David Townsend, with the qualification of the concept being current within the epistemic
community, claims authorship of the diagram as one based on his “own version, which [he]
substantially modified in the context of the World Bank / Regulatel 2003-05 study... [and
which he has] been using and improving... ever since” (personal communication, 12 February
2015)

The report’s recommendations cover three broad areas:
1. Updaate and redefine universal access and establish new goals...
2. Accelerate, simplify and diversify the use of universal access funds...
3. Implement legal, regulatory and institutional reforms to close the market

efficiency gap... (Stern, Townsend, & Monedero, 2006, pp. 13-20).

Aside from strengthening ICT sector reform through ongoing privatisation, strengthened
sector regulation and greater competition, and the need for greater conceptual and
definitional clarity, the use of universal service funds remains the centrepiece of policy and

regulatory intervention.
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Further development of the Navas-Sabater, Dymond and Juntunen ‘access gap’ model took
place at the hands of Andrew Dymond'’s Intelecon Research (infoDev, 2009). Its primary
improvement (see Figure 4.10 below) is the distinction beyond the ‘market efficiency gap’
between those potential users who can secure access through some form of one-off
intervention (the “smart subsidy zone”) and those who require ongoing support and

intervention (the “true access gap”) (infoDev, 2009, pp. 10-12).

Figure 4.10: The Access Gap (2009)
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Although not acknowledged as such (the context within an online training resource does
mitigate against this), it is likely that the notion of the ‘smart subsidy zone’ is at least in part
derived from Townsend’s concept of the ‘sustainability frontier’. The notion of commercial
feasibility on the back of a one-off universal access intervention is essentially the same in
both cases.

The version of the ‘access gap’ diagram reproduced above continues to appear in and inform
international good practice literature to this day (Blackman & Srivastava, 2011b, p. 157;
Msimang, 2012, p. 84).
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4.6 Conclusion

The analysis, therefore, shows that ICT sector reform was a complex process, driven
principally by technological changes that undermined the monopoly rationale in the
telecommunications sector, and by the demands of business interests seeking to exploit the
benefits enabled by the combination of computing and information technologies, coupled with
advances in telecommunications services. The changes in the existing telecommunications
regime were primarily driven through the existing multilateral institutions such as the OECD
and the EU, and then globally through the International Telecommunication Union (ITU), and
through the formation of the World Trade Organisation (WTO), and influenced by the World
Bank.

If the WTO regime drove the broad ICT sector reform agenda, and raised the question of how
signatories should to comply with the new market imperatives through privatisation of
monopoly incumbents, and through introducing competition and establishing independent
regulation, it was the ITU that supplied the international good practice solutions.

This set of sector reforms in turn raised the question of how to meet the non-market
imperative of universal service, with many jurisdictions using the universal service imperative
as a justification for retaining the status quo, so much so that universal service has been
described as the “fig leaf of the monopolist” by one World Bank economist (Tim Kelly,
interview 27 October 2014).

This in turn led to the sustained international development of a set of good practice
interventions, in order to demonstrate how the delivery of universal access and service is fully
compatible with a competitive marketplace. Drawing on concepts like availability, accessibility
and affordability, on the distinction between universal access and universal service, and on

the notion of the access gap, this recommended, principally:
e The imposition of universal service obligations upon licensees;
e The creation of universal service funds to finance access and service projects.
e The adoption of a range of implementation models, including telecentres, least subsidy

auctions and licensing of rural operators.

There was clearly involvement from a broader epistemic community in the development of

that set of international good practices, with figures like Garnham, Xavier and Milne party to
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much of the formulation. Many of these people knew each other, and interacted and worked

with each other.

Despite the caveats from Milne (1998) and Tyler et al (1995) that policy-makers should base
their interventions upon in-country realities, this remains essentially a policy transfer regime.

The analysis will now move on to how that policy was transferred and diffused to South Africa,

how it was adopted and adapted in the specific country context.
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5 Universal Access and Service in South Africa’s

Telecommunications Policy

South Africa had been excluded from the ITU in 1965 as a consequence of its racially exclusive
and oppressive gpartheid policies. This was a good many years before the pressures
catalogued in the preceding chapter began to reshape the international telecommunications
regime, and before the march of privatisation, competition and regulation began to change
the face of the ICT sector through the process of ‘telecom reform’. Coupled with the country’s
growing sporting, cultural and political isolation, along with its increasingly problematic
economic ties with Africa in particular and the world in general, this meant that South Africa
was to a degree insulated from the changing face of international telecommunications, from
the reformulation of its governing institutions, and from the pressure to conform to

international good practice.

However, South Africa was not immune from the developments outlined above. A number of
the pressures driving the changes were also present in the South African market. And, once
South Africa began to move down the hesitant and often highly conflictual path to democracy,
post-1990, ICT sector reform was firmly on the cards. It was, however, only after the
country’s first democratic election, in April 1994, that reform of the sector became a concrete
reality. It was, though, to be a transition to ICT sector reform unlike any other - driven by
a new ANC government with limited experience, facing a deeply suspicious business sector

and a hostile bureaucracy.

It is the unfolding shape of that reform that this chapter examines®, and, more particularly
the place of universal access and service policy formulation within it. It is a story that
encompasses profound regime change - at the political level, to a degree within the economy,
and across the ICT sector, its institutional framework, and the principles, norms and
procedures that govern it. It is also a story of policy transfer, with international good practice
being the source of much that was put in place, alongside a degree of policy innovation.

89 For a much fuller treatment of sector reform in South Africa, particularly during the transition to democracy, see

Robert Horwitz’'s seminal work, Communications and Democratic Reform in South Africa (2001).
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5.1 The Ancien Regime: Telecommunications under Apartheid

The structure of the telecommunications sector in South Africa in the early 1980s was little
different from what prevailed in most other countries in the world at the time. In addition, it
was a substantial market, then the 15% largest in the world (Kaplan, 1990). Services were
provided by an integrated state-owned monopoly, South African Posts and
Telecommunications (SAPT), which was responsible for both postal and telecommunications
services. Not only was this in line with established global practice at the time, it was also part
of the Afrikaner nationalist government’s post-1948 strategy of continued state involvement
in the economy, /nter alia through a number of such public entities or parastatals®, both in
order to direct and intervene in the economy and in order to provide employment for its
‘white’ Afrikaner constituency.

This arrangement was governed by the 1958 Post Office Act, under which postal and
telecommunications services were provided by a vertically and horizontally integrated Post
Office monopoly. It was a system built upon cross subsidies, both from telecommunications
to postal services, but also, as in most of the rest of the world, from business telephone users
to personal subscribers, and from urban subscribers to rural ones, as well as from international
calls to local calls. For example, telecommunications accounted for 80% of the total revenue
of the SAPT, and just “6% of all telephone subscribers, of which approximately 78% [were]
business telephone subscribers and 22% residential telephone subscribers... [contributed]
50% to the total telephone service revenue” (de Villiers, 1989, p. 60 & 8).

As a vertically-integrated monopoly telecommunications provider, SAPT also created an
upstream monopsony for equipment supply, including customer premises equipment (CPE,
eg telephone instruments and PABX equipment). This was partly due to South Africa’s inward
industrialisation policy, driven by the National Party government, with Afrikaner capital and
mining capital the chief beneficiaries, and partly a consequence of the growing pressure of
sanctions (Kaplan, 1990).

The SAPT also functioned very effectively through the gpartheid policy of ‘job reservation’
(legislation which precluded the employment of ‘African’ in specified categories of skilled work)

% A number of these, such as the Electricity Supply Commission (Eskom) and the Iron and Steel Corporation
(Iscor), had been set up in the 1920s. Others, such as the South African Coal, Oil, and Gas Corporation (Sasol),
the Southern Oil Exploration Corporation (Soekor), and Phosphate Development Corporation (Foskor), were post

1940 creations.
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as a vehicle to create cosy employment opportunities for ‘white’ Afrikaners, who made up a
disproportionate share of the parastatal’s workforce, already itself disproportionate to its
customer base. Only gradually was this policy relaxed, with the first non-‘white’ telephone
technicians taken in in 1974 (Telkom, nd). By 1980 ‘whites’ still comprised 60% of the 75 490
employees of the SAPT, down from 68% in 1968 (the earliest available disaggregated record)
(Standish, 1987, p. 45). As Horwitz points out: “As the apartheid policy of white uplift
succeeded, Afrikaners moved into technical and managerial ranks, and nonwhites began to
occupy the lower job grades of the parastatals” (Horwitz, 2001, p. 81). As a consequence of
its sheltered employment role, productivity in the SAPT was also abnormally low by global

standards, with a lines-per-employee figure of 45,4 in 1989,

Further, the twisted logic of apartheid created a digital divide and an access gap with a unique
South African flavour. As the chart below (Figure 5.1) shows, despite strong increases in
some areas in respect of residential access to telephony over a period of nearly 10 years,
agpartheid racial imbalances meant that while nearly 84% of ‘white’ households had a
telephone at home, less than 14% of their rural ‘black’ counterparts did.

Figure 5.1: Household Penetration of Telephony in South Africa by Racial
Classification (1978-1987)
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Adapted from: (Horwitz, 2001, p. 75)=

91 Lines-per-employee is a standard measure of productivity in the fixed-line telecommunications market.
Comparable figures include 99,2 lines-per-employee in the UK and 174,6 in Japan (Coopers & Lybrand, 1992, p.
16). Today, Telkom’s figure is 182,9 (Telkom, 2014, p. 7).

92 Curiously, Horwitz cites the de Villiers report (1989) as his source. However, the figures he gives differ slightly

from the partial figures available in the de Villiers report, which nowhere provides a full disaggregation of the kind
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These figures form the basis for Horwitz's analysis, and reflect an almost saturated ‘white
market, and consequent, if limited, moves to penetrate other demographic segments of the
market. They are, however, almost certainly misleading, and appear substantially to overstate
telephony penetration for ‘black” households=. The de Villiers report does not provide a racial

disaggregation of traffic and usage, but this was likely to have been similarly skewed.

Teledensity figures provided by the ITU some years later, but unfortunately undated, suggest
alarmingly low levels of access to telephony across the TBVC states, ranging from 0,2% in
the Transkei, through 0,5% in Venda, up to 2,5% in the Ciskei, compared to 25% in “white
communities” (UNDP / ITU, 1995, p. 29)>. Similar teledensity figures, unsourced, but dated
to 1994, appear in the Green Paper, which gives the national average as 9,8% (as opposed
to the 8,4% of the ITU) with penetration as high as 25% in “white urban areas” and as low
as 0,1% in “rural TBVC areas” (RSA, 1995)=.

Despite a degree of inconsistency, the overall picture that emerges from these figures is one
of a stark and dramatic digital divide, closely aligned to the hierarchical divisions imposed by
apartheid, and dubbed a ‘digital donga’ by academic Peter Benjamins=. The steps in this tiered

he presents. Nevertheless, whatever their source, the figures present a credible picture, consistent with other data

available.

93 Prepared under apartheid, the report likely adheres to its racial geography, which would have excluding much
of those parts of ‘black’ South Africa likely to have the lowest levels of access to telephony. For example, itis likely
that the de Villiers figures exclude the TBVC states (Transkei, Bophuthatswana, Venda, and Ciskei, four nominally
independent - their ‘independence’ was not officially recognised outside of South Africa - entities created under
the ‘bantustan’ programme of grand apartheid.). The figures likely also exclude the six nominally self-governing
‘bantustans’. Nearly ten years later Stats SA was to record ‘black’ household penetration nationally (ie combining
urban and rural households) as being a much lower 11,3% (1996, p. 80).

94 Note that this report presents the figures for ‘teledensity’, or per capita access. Household penetration, which
excludes business subscribers, provides a better picture of access to fixed-line telephony for individuals and
families. This ITU report, unfortunately, does not provide a racial disaggregation of its figures, but the Transkei
(0,2% teledensity) would have been overwhelmingly Xhosa-speaking and rural, whereas the Ciskei (2,5%
teledensity), although also overwhelmingly Xhosa-speaking, included substantial urban pockets such as Zwelitsha
and Mdantsane (home of future Director General Andile Ngcaba whose father was the Postmaster there). The
figures are poorly sourced (they are merely attributed to an unreferenced “Bluebook”) but are nonetheless
consistent with those presented by Horwitz.

9 Figures from the RDP are not considered here, because, as indicated elsewhere, they appear to be speculative

and tendentious.

% |t is an appropriate and striking metaphor in the South African context, since a donga is a narrow, steep-sided
gulley formed by soil erosion, but usually dry except in the rainy season. Benjamin was the first person the author

heard use the phrase in relation to the digital divide in the 1990s.
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litany of differential access show ‘white’ South Africans at the top of the pile, with their
‘Coloured’ (mixed-race) and ‘Asian’ / ‘Indian’ counterparts” somewhat, worse off, albeit
decreasingly so, and the ‘African’ / ‘Black’ majority population soundly and substantially at the
bottom of the heap. The causes, nature and explication of this bluntly racialised access gap
are complex, multi-dimensional and systemic. They may align with the divides of apartheid,

but they are not a simplistic consequence or racial prejudice and naked racism.

Certainly, racist attitudes were widely prevalent within the overwhelmingly ‘white’, Afrikaans-
speaking workforce at SAPT, leading to rude and discriminatory treatment of ‘black’ customers
or applicants for service. Almost any ‘black’ South African of that generation can recount
anecdotes of racial abuse and racist denial of service. A colleague recounts her parents’
never-explained rejection of their first application for telephone service in the mid-1970s and
the derisive, racist laughter that met a second application (Noluthando Tungande, personal
communication, 16 May 2015). This is little different from the example of torn-up applications
cited by Horwitz (2001, p. 77).

However, the SAPT may not have been uniformly racist, with some semblance of a public
service ethos, at least at management level. Horwitz puts the substantial increases in access
for ‘black’ South Africans, all be they off a very low base, “in part to marketing, in part to the
vision of [Deputy Postmaster General] Jimmy Taylor... [who] believed in state monopolies,
public service, and universal telephone service to all” (Horwitz, 2001, p. 180). And there does
appear to have been something of a shift towards rolling out telephony services to ‘black’
South Africans going into the 1980s and reform apartheid, as Figure 5.1 above shows. There
is, of course, also some anecdotal speculation that opponents of the gpartheid regime had

little difficulty securing access to (tappables) telephony!

But the racial ‘digital donga in access to telecommunications cannot be ascribed directly to
the SAPT on its own. Apartheid geographies and the euphemistically-named system of ‘influx
control’ ensured that many ‘Africans’ were considered ‘temporary sojourners’ in the bulk of

the country, with only limited numbers enjoying permanent residence status via much sought-

97 The groupings brought into the discredited Tricameral Parliament, which was created in 1983 under reform

apartheid, in an attempt to stave off the inevitability of majority rule.

98 Surveillance under apartheid was widespread. There is no detailed report on telephone surveillance at the time,
but the SA History Archive lists of over 8 000 individuals for whom the Security Police held files (SAHA, 2002).
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after ‘Section 10 rights™. In addition, large numbers were sequestered in dormitory-style
‘hostels’ under the migrant labour system:», The very modalities of ‘African’ life and living
conditions created by apartheid, therefore, ensured that many had no long-term fixed abode
or billable address, and hence mitigated against individual access to telecommunications

services.

Further, the bantustan system kept large numbers of ‘black’ South Africans in isolated and
impoverished rural homelands, where both accessibility to Telkom’s network and affordability
for customers were challenges. Thus, the traditional urban-rural divide of telecommunications
access was, in South Africa, stamped with and exacerbated by the characteristics of the

apartheid state.

It is also important to note, as Horwitz points out (2001, p. 76), that the ‘digital donga’ aligns
roughly largely with disparities in income, themselves created by the logic of apartheid -
although penetration is still lower than would be expected on grounds of income disparities

alone.

These arguments may to some extent be circular - gpartheid causes poverty and deprives
people of access to housing; these in turn account for a lack of access to telecommunications
services. As in so many other cases, telecommunications exclusion lines up with many other
axes of deprivation (income, geography, education and skills, gender too). Although the
causalities were complex and interlinked, apartheids ‘digital donga’ has emerged as a
powerful motivation behind the centrality of universal access and service in post-apartheid

telecommunications policy. In the words of ITU expert, Mandla Msimang:

The South African experience is not born out of decades of telecommunications
regulation in the public interest, as is the case in many other jurisdictions. Rather,
current regulation emerges from an attempt to reverse the damage caused by

decades of policies that promoted racial discrimination and denied certain

9 So-called after Section 10 of the Natives Laws Amendment Act of 1952, which limited the category of ‘Africans’
who had the right of permanent residence in in urban areas to those who had been born and had lived there
continuously for not less than 15 years, or who had been employed there continuously for at least 15 years, or who

had worked continuously for the same employer for at least 10 years. ‘Influx control’ was removed in 1986.

100 Under the migrant labour system hundreds of thousands of ‘African’ men were brought to work on mines and
farms on a temporary basis. Most lived in crowded single-sex hostels near their jobs. Their wives and children,
who were seen as "superfluous appendages”, were not allowed to accompany them. The migrant labour system

survives little changed to this day.
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individuals access to telecommunication services. The philosophy that informed
apartheid and the ideology behind the promotion of universal service and universal

access are mutually exclusive. (Msimang, 2006, p. 218)

5.2 Tentative Telecommunications Reform

As a monopoly state-owned provider of telecommunications services, with an uncertain
degree of commitment to public service objectives, the SAPT was partially cut off from global
precedent. The substantial international pressure on the apartheid regime was mainly
concentrated towards bringing about political change, leaving the ICT sector was somewhat
shielded from pressure to conform to the precepts of telecommunications reform, and to
adopt the prescriptions of international good practice outlined in the preceding chapter.

However, this does not mean that the SAPT was not subject to many of the same pressures
that precipitated the onset of sector reform elsewhere in the world. The relatively advanced
nature and substantial size of South Africa’s telecommunications network, along with high
levels of digitisation, exposed the country to many of the technological pressures felt
elsewhere. Some were already calling for reforms in the upstream equipment supply chain,
particularly in respect of the cosy, long-term manufacturing contracts entered into by the
SAPT (Kaplan, 1990). Business users were subject to similar demands to be able to reduce
input costs and to leverage the information technology revolution in order to exploit business
opportunities and re-engineer business processes. For example, one contemporary report
refers to a 20 member association, calling itself the Data Communications Co-ordinating
Committee (DCCC) and incorporating “all the major data line users in government, industry
and commerce” as putting pressure on the SAPT to “secure more freedom for its members in
the way data lines and switching techniques are used” (FM, 1983a, p. 30). This was
succeeded by an association of large business users, the National Telematics User Group
(NTUG)»:, which called for the removal of restrictions on the use of leased lines and the
provision of value-added network services. A “sister grouping”, the National Association of

101 A association representing the large users of SAPT’s Saponet-P X.25 packet-switched data networks - mostly
companies with multiple offices and overseas links, such as banks, insurers, freight forwarders (Adrian Schofield,
personal communication, 13 May 2015) - which had been created as a “vehicle which was created to interface
with and engage with Telkom on behalf of all user categories relating to data usage”. It was later renamed the
National Telecoms User Group. A number of these associations later came together under the umbrella of

Communications Users of South Africa (CUASA). (Mike van den Bergh, personal communication, 18 May 2015).
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Business Voice Users (NABVU), “covered the voice issues, and probably more accurately
covered items relating to PABX competition and the like” (Mike van den Bergh, personal
communication, 18 May 2015). The issues thus raised included calls for the liberalisation of
customer premises equipment, such as private networks and PABXs, and protests against
poor customer service from the SAPT (Snyman, 1998, pp. 90-93). In short “all the typical
problems of large, intensive telecommunication users confronting a voice-oriented monopoly
telephone network could be found in the South African situation in the late 1980s” (Horwitz,
2001, p. 189).

Faced with pressures from within the sector, Horwitz suggests that political admiration of the
right-wing policies of British Prime Minister Margaret Thatcher, and the consequent successful
privatisation of British Telecom, may have been influential in persuading the National Party
that deregulation and privatisation were policy options worth pursuing. Rather discounting
the Thatcherite policy transfer influence, Fine instead suggests a more immediate and
practical trigger - the increasing financial difficulties faced by the apartheid regime with its
high levels of state economic intervention, leading to the 1985 debt freeze and the need to

restore “creditworthiness in terms of the ability to raise loans” (Fine, 1995, pp. 7-9).

These various pressures likely worked in combination, with the debt crisis providing the tipping
point and creating the conditions under which policy emulation became an attractive option.
It seems clear that they led to discussions internally within the ruling National Party which
began to surface from the mid-1980s when the notions of ‘privatisation’ and ‘deregulation’
began to enter the political discourse - mentioned by Finance Minister Barend du Plessis in
speeches in 1984 and 1985, and touched on in the 1984-5 annual report of the SAPT (Horwitz,
2001, p. 107).

Work was clearly already afoot to reassess the ownership, role and functioning of several key
state-owned entities. In 1983 Wim de Villiers, a prominent Cape Afrikaner businessperson,
had been appointed by then State President PW Botha to investigate and report on the
“practices and management of the main parastatals”, viz the Electricity Supply Commission
(Escom), South African Transport Services (SATS)*?, and the SAPT (Horwitz, 2001, p. 109ff).
Horwitz goes on to characterise de Villiers as a proponent of what he calls “reform gpartheid’,

espousing what others might describe as a “verligte” (enlightened) approach to the

102 Formerly South African Railways and Harbours (SARH).
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maintenance of ‘white’ domination, and recognising the need for economic and political

reforms in order to preserve the status quo.

In 1987, shortly after de Villiers completed his investigation of the SAPT, the National Party
Government issued a White Paper on Privatisation and Deregulation (RSA, 1987). Although
pressing forward down the same path, this was not a particularly detailed or prescriptive

document.

The White Paper places itself in the context of South Africa’s increasing slide into economic
difficulty, noting that a “number of external and internal events have had an increasingly
negative effect on the... economy”, and, in a possible allusion to Thatcherite policies, refers
to international trends towards the “promotion of private initiative” and a “thorough
reconsideration of the nature and extent of government’s responsibility in the economy” (RSA,
1987, p. 1). The White Paper only mentions the SAPT in the context of de Villiers’ recently
completed “investigations to bring about rationalisation in the parastatal undertakings” (RSA,
1987, p. 7). The White Paper goes on outline a broad brush-stroke essentially Thatcherite
strategy to “[limit or reduce] the public sector’s involvement in the economy” and to give the
private sector the “opportunity to develop and grow optimally with minimum State
intervention and regulation” (RSA, 1987, p. 8). It outlines a number of possible means by
which could be achieved, including the outright sale of public enterprises, what are now
termed ‘public-private partnerships’, the leasing of business rights, what is now referred to as
‘outsourcing’, and withdrawal from the market entirely (RSA, 1987, p. 9). On the question of
deregulation, the White Paper is again less than specific, calling for “minimum interference
by the State... [to] promote the optimal functioning of market mechanisms and self-
regulation” (RSA, 1987, p. 13). Short on specifics it may be, the White Paper essentially sets
the scene for a future within which the SAPT could be privatised, competition introduced, and

an independent sector regulator established.

5.2.1 The de Villiers Report

This, then, was the climate within which the de Villiers report (1989) saw the light of day, and
the context which it anticipated. It is easy perhaps to criticise the report from the perspective
of subsequent developments in the sector, but it seems excessively preoccupied with a focus
on the SAPT as a business and less concentrated on the perspective of the sector as a whole.
Much of the attention is taken up with an analysis of the telephony market, on the demand

for telephone services, on the costs of service provision and on an examination of revenue
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streams - hence leading to recommendations for the possible privatisation of the SAPT and

the introduction of regulatory structures to oversee the sector.

Further, whilst the report recognises the impact of the “progressive overlapping of
telecommunications and computer technology and the growing integration of speech and
audiovisual communication”, it seems more concerned with the likely effect this might have
for residential subscribers in terms of “high tariff increases and a limitation of the provision of
services to ordinary subscribers” (de Villiers, 1989, pp. 28-29). There is thus limited

awareness of the potential role of telecommunications as a business enabler.

Hence there is almost no attention given to the  Figure 5.2: The de Villiers Report
demands of groups like INTUG for the

liberalisation of leased lines, PABX and PTNs.

This leads the report to criticise the SAPT for
over-investing in capacity (de Villiers, 1989, p.
31ff) to roll out services to ‘black’ South Africans #
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Villiers, 1989, p. 3).

The ultimate point of the de Villiers report is reached in its concluding pages (de Villiers, 1989,
pp. 85-97) with its “transformation and privatisation” recommendations. These are, however,
are annoyingly equivocal, presented in different places in formulations that are not always

entirely consistent. Nonetheless, it seems clear that three steps are envisaged:

e the separation of posts and telecommunications into distinct entities;
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e the requirement that the various entities operate according to sound “business

principles” with appropriate management and governance structuress;

e eventual partial privatisation through the sale of shares to the public.

There is, in particular, a degree of ambiguity as regards the introduction of competition. On
the one hand, the report unequivocally sees telecommunications as a “natural monopoly” (de
Villiers, 1989, p. 85 & 92). Indeed, it contemplates folding in other existing national networks,
those of the SA Transport Services and Eskom, even those of and Defence (de Villiers, 1989,
p. 95)! But it also contemplates the creation of competition in the downstream market:
“whereas the Telecommunications Administration will own and operate the telephone
network, other undertakings may be established to operate value-added services by making
use of the network” (de Villiers, 1989, p. 85).

The report does recognise the potential abuses that could take place at the hands of a
privately-owned monopoly provider, especially in relation to pricing and the protection of
business and residential consumers. Accordingly, it notes that “in order to obtain benefits for
the consumer, regulation of the private sector monopoly is essential” (de Villiers, 1989, p.
86). In the end it suggests creating two separate regulatory authorities: one to deal with

|II

“technical” issues, including spectrum, quality of service enforcement and type approvals of

equipment; and the other to function as a “price controller” (de Villiers, 1989, pp. 93-94).

The report was not met with universal acclaim, with a number of the organisations
representing the interests of business users claiming that de Villiers had spurned their offers
to contribute to the investigation, voicing a their criticism of a number of its findings, and
coming out as “particularly critical of his recommendation that government should retain its
interest in P&T's operations” (FM, 1989)ws,

The overall vision thus adheres broadly to the standard prescriptions of telecommunications
reform previously noted: privatisation and regulation, but with some equivocation on

competition.

103 Often referred to in the South African context as “commercialisation” - cf (Horwitz, 2001, p. 115).

104 Interesting the transport and electricity services’ networks resurfaced many years later as part of the proposed
basis for the makeup of the second fixed-line operator. One can imagine the enthusiasm of the apartheid generals

dealing with a growing insurgency at home and on the borders for the third suggestion.

105 The National Data Communications Consultative Committee (NDCCC) - presumably successor to the Data

Communications Co-ordinating Committee - is specifically cited.
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This was the path that South Africa continued to follow over the next few years (Horwitz,
2001, p. 113ff). Speeches by successive State Presidents, P W Botha and F W de Klerk, in
1988 and 1989 restated the National Party government’s commitment to privatisation. A
Minister of Administration and Privatisation was appointed in 1988. Electricity and transport
parastatals were reorganised into Eskom:s and Transnet respectively. The ferro-steel
parastatal, Iscor, was privatised in 1989; and the three-step privatisation of the oil-from-coal
parastatal, Sasol, was completed in 1991. Horwitz suggests that the late-found enthusiasm
of the apartheid authorities for privatisation of state-owned entities was motivated by
considerations beyond the recognition of their inefficiencies and the resultant drain on the
fiscus, and, indeed, beyond the desire to emulate practices of Thatcherism. Rather, he
suggests, it was equally motivated by a desire to place the ‘commanding heights of the
economy’ beyond the reach of an incoming ANC-led government still at the time committed
to public ownership©” (Horwitz, 2001, pp. 114-115).

5.3 Political Reform

State President FW de Klerk’s landmark 2 February 1990 speech was perhaps more of a
surprise to the public of South Africa than it was to the African National Congress. What
became popularly known as ‘talks about talks’ had been under way since the mid-1980s
(Sparks, 1994). The speech unbanned»: the ANC (along with a number of other previously
restricted organisations) and set the stage for the release a few short days later (11 February
1990) of Nelson Mandela, imprisoned leader of the ANC. Andile Ngcaba (later Director General
of Communications, but at the time in charge of military communications for MK in Angola)

recalls being sent home at short notice as part of the first delegation* to prepare for the

106 previously abbreviated as Escom.

107 Cf the ringing call of the Freedom Charter, still a lodestar document: “The mineral wealth beneath the soil, the
Banks and monopoly industry shall be transferred to the ownership of the people as a whole” (ANC, 1955).

108 ‘Banning’ was widely used by the South African government to quash opposition to apartheid. It included
prohibition and suppression, by administrative action under several pieces of legislation, of organisations,
gatherings and publications, or the placing of individuals under severe restrictions with respect to freedom of

movement, association, and speech.

109 He was in charge of ensuring secrecy of communications with ANC headquarters in Lusaka.
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release of Mandela and for the forthcoming negotiations with the apartheid government

(interview, 28 January 2015),

The shift towards a negotiated political settlement in South Africa initially had little direct
impact on the process of telecommunications reform, although, as subsequent events show,
it moved the trajectory of the reform process into the realm of stakeholder politics, and placed
its outcomes beyond the control of the apartheid government. In the words of Horwitz, it
was to lead to the establishment of the “structures and mechanisms of the participatory,

consultative politics typified in the communications reform process” (Horwitz, 2001, p. 3).

Some evidence of the likely impact of the now unbanned ANC on government’s plans for the
reform of the sector were seen later in the year, when the government backed off from
privatisation and postponed the commercialisation of the SAPT in the face of “intense
opposition from the ANC and the unions” (FM, 1990). Nevertheless, later the same year the
National Party government moved ahead with the implementation of the de Villiers
recommendations, introducing a Post Officer Amendment Bill that would separate posts from
telecommunications and transform the latter into a commercialised public corporation
overseen by a board of directors (Lambert, 1990; Horwitz, 2001, pp. 190-192).

The Bill was firmly opposed by the COSATU-aligned majority union at the SAPT, the Posts and
Telecommunications Workers' Association (POTWA). POTWA - well aware of the experience
of its counterpart unions in the UK and elsewhere - recognised commercialisation as the thin
end of the privatisation wedge, and argued that the government had “no mandate to enact a
major restructuring of the public sector” in the dark before the dawn of majority rule. The
ANC too remained, in the words of then head of information and telecommunications, Andile
Ngcaba, “entirely opposed to the principle of privatisation” (Business Day, 1991). POTWA
also raised a concern that would remain a feature of the concerns of COSATU and its affiliates
over the years: namely the likely impact of the changes on affordability and hence on the
poor, charging that commercialisation would “inevitably lead to increased tariffs that will hit
blacks hardest” (FM, 1991). This is essentially a UAS affordability concern, although it is

probable that the union at that stage was not exposed to the universal access and service

110 1t’s not clear which mission is being referred to - Ngcaba’s dating is a little unclear. The most likely candidate
is when, on 21 March 1990, Jacob Zuma, Penuell Maduna and Gibson Mkanda were smuggled into the country
by the National Intelligence Service to set up the talks, and that they were joined by Mathews Phosa and Curnick
Ndlovu from the internal structures (Sparks, 1994, p. 111). He does not, however, record Ngcaba as part of the

delegation.
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discourse. POTWA's opposition, which included strike action, was shared by a number of
strange bedfellows with very different motivations. These included the ‘coloured’ Labour
Party, the right-wing ‘white’ Conservative Party, and conservative managers within the SAPT
(FM, 1991; Horwitz, 2001, p. 193).

The Bill was finally passed and promulgated in June 1991, after some concessions on
privatisation and labour relations (Horwitz, 2001, p. 192), despite being blocked by the Labour
Party in the ‘Coloured’ chamber of the Tricameral Parliament. Thus, on 1 October 1991,
Telkom became a commercial entity with a monopoly in telephony services, subject to the
Companies Act and managed by a Board of Directors (RSA, 1991). Despite the “exclusive
power” telecommunications monopoly afforded to Telkom, the Minister retained the power
“after consultation with [Telkom or SAPOu]... in the public interest... [to] authorize” [sic]
competing operators (RSA, 1991, pp. Sections 4, 7 & 90A). The Act fell short of creating any
semblance of the regulatory structures recommended by the de Villiers report, placing the
exercise of regulatory authority over the sector firmly in the hands of the Minister (RSA, 1991,
p. Section 119A).

Interestingly, South Africa’s first two VANS licences were issued on 27 September 1991, four
days before Telkom officially came into existence (Mike van den Bergh, personal
communication, 18 May 2015). One of these was FirstNet2, a subsidiary of First National
Bank:, one of South Africa’s big four commercial banks. It was companies such as these, as

noted above, that had been pushing for reforms in the sector.

Horwitz reports that the overwhelming majority of SAPT telecommunications staff, some
67 000 in all, were transferred to Telkom, leaving about 100 behind in the Department to act

in a regulatory capacity (Horwitz, 2001, p. 192).

South Africa’s first steps in telecommunications reform were thus largely in line with
international good practice. Posts had been separated from telecommunications and placed

on a commercial footing, with privatisation, although contested, nonetheless on the horizon;

111 strangely, neither Telkom nor SAPO (which was originally to have been called Sapos) are named in the Act,
which merely refers to them as “successor companies” - this despite their names having been circulated in the
media for months (Curtin, 1990).

112 The other appears to have been Trafex, a joint venture between another of the big banks, Standard Bank, and

ISM, a computing company created following the 1986 divestiture of IBM from South Africa.

113 First National Bank itself was created in 1987 following the divestiture of Barclays Bank from South Africa.
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a very limited degree of competition had been introduced; and an embryonic regulatory
function had been created. Although this has all the hallmarks of policy diffusion, there is no
evidence that there was any direct interaction with the international telecommunications
regime, or any structured policy transfer process. Certainly, Horwitz reports none, and none
of the interviewees in this study cite any. At best, there was a very loose and tentative degree
of policy emulation. Its faltering nature perhaps reveals the degree of isolation of the
apartheid bureaucrats from the epistemic discourse centred around Washington, London,
Paris, Brussels and Geneva. And there was, as yet, no commitment to universal service.
Thus, as Horwitz remarks, “the Post Office Amendment Act left a number of central questions

unaddressed and an effective vacuum of direction” (Horwitz, 2001, p. 195).

From late 1991 ICT sector reform in South Africa moved forward along a number of parallel
tracks. On the one hand the National Party government attempted to push through its own
reform agenda at the hands of the newly appointed Minister, Piet Welgemoed. In parallel,
the structures and processes engaged in negotiating the democratic transition also placed
telecommunications on their agenda, leading to the establishment of the stakeholder-based
National Telecommunications Forum. At the same time the ANC established its own ICT policy
think tank, the Centre for the Development of IT Policy (CDITP), which began to engage in
capacity building and policy formulation. The three processes ran largely in isolation from
each other, but together they reflect a growing engagement with the precepts of
telecommunications reform and the gradual emergence of universal access and service as a

centrepiece of ICT policy, along with elements of international good practice.

5.3.1 The Coopers & Lybrand Report

In October 1991 - the very same month that the legislation implementing the de Villiers
report came into effect - the National Party government embarked on a new study into the
sector, when the newly appointed Minister, Piet Welgemoed, commissioned international
auditing and consultancy firm Coopers & Lybrand®+ to undertake a further “analysis of the
policy options for restructuring the country's telecommunications services sector” (Coopers &
Lybrand, 1992, p. 1). The decision to embark on a further review of the sector may not have
been entirely unilateral. Senior MTN executive Karel Pienaar suggests the review was, at least
in part a response to lobbying from data communications providers for greater liberalisation,

114 Now PwC, following its 1998 merger with Price Waterhouse.
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as well as a result of pressure from aspirant mobile operator, M-Net (interview, 6 February
2015).

It was a process which was anything but transparent and consultative, one which took place
entirely outside the political negotiations process then unfolding, something which Horwitz
ascribes to Welgemoed's political hostility to the negotiations and personal ambition to mould
the sector on his own (Horwitz, 2001, p. 196). Coopers & Lybrand claim to have “consulted
widely” in the preparation of the report (Coopers & Lybrand, 1992, p. 2). But clearly not
widely enough, since its release late the following year provoked howls of outrage from both
the ANC and several industry bodies, saying their input was not “canvassed” (Sergeant,
1992)=s, There does appear to have been input from at least M-Net arguing for a mobile
licence and making the case for the “broader society benefit” that mobile could offer, as well
as Transtel=s who at the time were keen to secure a fixed licence (Karel Pienaar, interview, 6
February 2015).

Much more broadly concerned with the sector overall than its predecessor, the Coopers and
Lybrand report is rather closer to developing international good practice. However, although
grounding itself against the “background of revolutionary changes in the telecommunications
industry worldwide” and stating that it draws upon the evidence of “international experience”,
the report makes no direct reference to the work of either the ITU or the OECD relating to
telecommunications reform, and gives only passing mention to the work of the European
Commission (Coopers & Lybrand, 1992, p. 1). Indeed, the report makes little reference to
external sources at all, except when citing statistics. The extent of policy diffusion, therefore,
can only be inferred. The report does, however, make extensive reference to the experience
of other countries, the UK in particular, but also the US, Australia and New Zealand, showing

its willingness to follow other international good practice exemplars.

115 The report states that a list of those consulted is provided in an appendix - but the version of the report in the
author’s possession sadly does not contain that appendix - making itimpossible to verify the extent of consultation.
Presumably as a result of the outcry, the government did call for submissions in response to the report.

116 Horwitz concurs. Having been granted permission to operate a private telecommunications network in 1969,
which, under pressure of commercialisation occasioned by a separate de Villiers process, became Transtel, the
company operated South Africa’s largest private network. It had “pushed the “private network” envelope quite
broadly” and aggressively, and harboured ambitions to “enter into a joint venture with an international operator and
become one of South Africa’s future public telecommunications operators” (Horwitz, 2001, pp. 206-208). This

explains its strong interest in joining the M-Net consortium.

117 This is perhaps not surprising, given the firm's London headquarters. Other countries referred to include

Canada, Japan and Germany.
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Albeit not explicitly, the Coopers & Lybrand report does align itself with the three main “policy
levers” of developing telecommunications reform practice, namely “competition, regulation
and privatisation” (1992, p. 22). Within this context it recognises three key policy objectives,
namely: increasing “telephone penetration” particularly in the townships and ‘black’ rural
areas; ensuring “affordability”; and providing advanced “service levels” for business users.
Further, it recognises that there is an inherent conflict between the “social policy” objectives
(presumably ‘penetration’ and ‘affordability”) and the “market-orientated” objectives (Coopers
& Lybrand, 1992, pp. 4-5). In this regard, it anticipates the later Reconstruction and
Development Programme of the ANC, which sought in similar vein to balance the universal
access and service imperative with the telecommunications requirements of business (1994b,
p. Section 2.8). From this starting point the Coopers & Lybrand goes on to make

recommendations in four main areas:

e Protection of Telkom’s monopoly - the report recognises the need to ensure that
Telkom’s monopoly, particularly in respect of long-distance and international
telephony, be protected for 5 years to prevent cream-skimming, and thus to allow it
to finance the crucial quid pro quo for this protection - the ramped-up rollout of

services to the country’s majority population;

e Competition - notwithstanding the recommendation above, the report recommends
that a competitive market structure be seen as the norm, and recommends
liberalisation in a number of areas, including licensing supplementary local network
operators, liberalisation in respect of VANs, PTNs, VSATs and customer premises
equipment (CPE)x°; more particularly it recommends the licensing of two mobile
operators» with Telkom being involved in one of the them, either through a joint

venture or full ownership;

e Regulation - the report devotes considerable space to emphasising the need for a
separate, independent, regulator, along the lines of the UK’s Oftel, governed by a

118 A pejorative conceptual metaphor referring to the perceived operator practice of providing telecommunications
services to high-revenue or low-cost customers (ie usually affluent individuals and businesses in urban areas)

whilst disregarding less profitable users (ie the poor and those in rural areas).

119 It is perhaps unfair to chide Coopers and Lybrand for failing to consider Internet services, since these were
largely the preserve of academia at the time. Although commercial bulletin board services such as Digitec Online
were already active and popular, the launch of South Africa’s first commercial ISPs would only happen in late 1993
(Lewis, 2005, pp. 7-8).

120 |n the light of the subsequent burgeoning of mobile, the report’s estimate of the total mobile market as being
between 160 000 and 220 000 by 2002 (Coopers & Lybrand, 1992, p. 76) appears somewhat quaint.
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collegial commission and subject to the law and to Ministerial policy; its powers and
functions are recommended to include consumer protection, preventing abuse of
Telkom’s monopoly, ensuring fair competition, dealing with spectrum and licensing,
prescribing standards for technical regulation, and enforcing universal service

obligations;

e Privatisation - recognising that the privatisation of Telkom was not on the immediate
agenda (presumably because of likely opposition from the ANC), the report holds this
out in the medium term as a means of incentivising efficiency and injecting capital into

the enterprise.

One notable feature of the report is the painting of three possible scenarios, involving 10 year
projections of the future development of the sector based on certain strategic policy choices.
Aside from the status quo ("Base Case”) scenario, based on Telkom’s existing 5-year plan,
the two divergent scenarios envisaged either “Network Expansion” (based on aggressive
rollout of the “availability” of basic telephony, particularly to urban and rural ‘black’
households, under monopoly provision, funded by cross-subsidies from business users) or
“Competition” (based on rate rebalancing, preparing the ground for competition and the
rollout of public payphones) (Coopers & Lybrand, 1992, pp. 28-32). In each case the impact
on telephony penetration, on pricing and affordability and on the financial viability of Telkom:
is modelled. Strangely, the impact on advanced service levels as required by business was

not considered, even though this was listed one of the key policy objectives for the sector.

Despite the report’s lack of reference to the international telecommunications regime and its
international good practice precepts, whose evolution was traced in the previous chapter, and
not situating itself within that epistemic discourse, its analysis and recommendations are
largely in line with principle of liberalisation and the three broad norms sector reform:
privatisation, competition and regulation. The recommendations of the report, based as they
are on international good practice, clearly reflect policy diffusion even if this is not explicitly
acknowledged. But, because of the detailed engagement by Coopers and Lybrandt with the
realities of the South African context, both in their recognition of the policy constraints placed
on them and in basing their analysis on the concrete specifics of the local market, place the
report more on the policy learning end of the spectrum: international good practice has been

assimilated and interrogated in the local context in order to derive recommendations.

121 The report pays considerable attention to Telkom’s excessive debt burden, and the requirement that it fund the

postal deficit, but essentially concludes that the corporation is financially sound.
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What is indeed ironic about the Coopers & Lybrand report is how closely a National Party
initiated initiative foreshadowed the subsequent evolution of the sector under the incoming
ANC administration post democracy. Telkom was to enjoy a five-year monopoly with
substantial universal service obligations, with limited competition introduced via liberalisation
in the value-added services sub-sector and through the licensing of two mobile operators (in
one of which Telkom was to have a 50% stake). A sector regulator was to be established,

and Telkom was to be partially privatised, albeit much earlier than foreseen by the report.

However, arguably one of the most significant aspect of the report was the way in which it,
for the very first time in South Africa, put issues recognisably relating to universal access and
service firmly on the table as central ICT sector policy issues. Perhaps the foregrounding of
universal access and service was a consequence of the report’s recognition of penetration (for
which one might read the network ‘availability’ discussed in the previous chapter) and
affordability as two of its key policy objectives.

The report starts with a recognition of the racialised gap in access that was, as noted
previously, a consequence and an expression of the racial, economic and social divides of
apartheid. The report’s discussion of the level of telephone penetration in South Africa draws
attention to the gap in access between ‘white’ and ‘black’” South Africans (see Figure 5.3
below). The graph shows a typical Jipp curve, linking teledensity and income, showing that
‘white’ South Africans are both dramatically more wealthy and enjoy dramatically better
access to telephony than their ‘black’ counterpartsz=. Coopers & Lybrand do make a number
of caveats in presenting the graph. Because it represents teledensity (raw number of
telephone main lines per 100 head of population) rather than household penetration, it is
skewed by the inclusion of business lines, and by differential household sizes, and by
differences in purchasing power parity between countries. Nevertheless, both plots for South
Africa are below the trend line, suggesting that penetration for both ‘white’ and ‘black’ South

Africans fell below the global norm for their respective levels of income.

122 An eponymous curve plotting (usually telephone, but latterly mobile, Internet, even broadband) penetration per

capita against wealth (usually measured in GDP per capita), showing the correlation between the two (Jipp, 1963).
123 Note that the graph employs a logarithmic scale which minimises the magnitude of the gap.

124 Business lines made up around a third of all lines at the time. It is likely that the proportion of business lines
may well have differed between the ‘white’ and ‘black’ communities. Household sizes certainly differed between

the two communities. Both factors are likely to obscure the real levels of individual and household access.
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It is a pity that the report does not dwell upon the geographic dimensions of the apartheid
telecommunications divide, where the gaps were much starker. A contemporaneous,
independent analysis by Morris and Stavrou serves to lay bare this dimension. Noting a similar
“characteristic racial duality” in telecommunications provision, they show that, in contrast to
the ‘white’ farming community:#, “in the shanty towns surrounding the urban metropoles and
in the black rural areas there is a near-total absence of a telecommunications network” (Morris
& Stavrou, 1993, p. 1).

Figure 5.3: Teledensity vs GDP/capita - RSA compared
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Source: (Coopers & Lybrand, 1992, p. 9)=

The analysis of Coopers & Lybrand leads them to suspect “considerable suppressed demand...

constrained by both income levels and the non-availability of services and infrastructure”

125 ‘White’ farmers were well-served by telephony as voting supporters of the ruling National Party, who were often
seen as outposts against ‘black’ discontent in the rural areas, and, especially, against guerrilla incursions on the

‘border’ of the country.

126 The figures in the graph appear to be for South Africa as a whole, plotting ‘black’ per capita telephone
penetration at 2,4 / 100 as opposed to Telkom’s higher figure of 3,0 / 100, which excludes the TBVC states and
the bantustans. The corresponding figure for ‘white’ telephone penetration was 25 / 100 (Coopers & Lybrand,

1992, pp. 7-8). ltis not clear whether ‘coloured’ and ‘Asian’ subscribers were included in either or neither figure.
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(Coopers & Lybrand, 1992, p. 9). The survey work of Morris and Stavrou bears this out,
finding that “over two-thirds of all rural and urban respondents and just under half of
shantytown respondents interviewed wished to possess a private telephone” (Morris &
Stavrou, 1993, p. 4).

Coopers and Lybrand recognise that affordability is likely to be a key constraint in achieving
increased levels of penetration, but offer little concrete guidance in this regard. Noting that
connection, rental and local usage charges for both residential and business customers are
low by international standards, they are, however, unable to present much of substance in
relation to the ability of potential users to pay for the services that would be the result of any
strategy centred on increased rollout of access (Coopers & Lybrand, 1992, pp. 9-12). By
contrast, the contemporaneous report by Morris and Stavrou sounds a warning for attempts
to increase penetration, finding that “less than one-tenth of rural respondents, could afford
to install and maintain a telephone at the present tariffs (1993, p. 5).

Although Coopers and Lybrand make sparing reference to the concept and terminology of
‘universal service’, they do recognise the central role of Telkom in achieving availability and
affordability targets:

The responsibility for network expansion must therefore lie principally with Telkom. As a quid

pro quo for its exclusive right to provide long-distance and international telephony, we would
suggest that Telkom be required to meet specific, quantified targets for service growth.
(Coopers & Lybrand, 1992, p. 24)

Although couched in the terminology of “community service obligations” borrowed from
Australia:=, these are essentially universal service obligations, requiring Telkom to extend its
network to under-served or unserved areas and communities, and to increase teledensity
through providing telephony access to households and communities and through rolling out
payphones. The report envisages that these obligations will be set and monitored by the
newly created regulator, specified in Telkom’s licence, and funded from its international and

log-distance monopoly.

127 On international calls, the report finds that pricing is high by international standards on high volume routes, but

low on less busy routes.

128 The term ‘community service obligations’ survives to this day in the licence obligations of the mobile operators.
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The report interestingly hints at the later distinction between universal access and universal
service in its drawing of a distinction between household provision of service (universal
service) and rollout of payphones (universal access) when it summarises the two principal
ways which it sees of extending the “availability of basic telephone service, particularly to the

black communities in the townships and rural areas”, namely:

e by improving access to public telephones, including agency phones and

community phones; and/or

e by increasing the penetration of private residential access lines. (Coopers
& Lybrand, 1992, p. 24)

The report goes on to link each of the two strategies to one of its scenarios, with the former
(universal access) strategy the chief rollout component of its “competition” scenario, and the
latter (universal service) strategy core to its “network expansion” scenario (Coopers &
Lybrand, 1992, p. 90).

Elsewhere the report recommends the imposition of geographic coverage obligations upon
the two proposed mobile licensees, drawing on the model of the UK (Coopers & Lybrand,
1992, p. 77). This was to be carried through into the licences awarded to Vodacom and
MTN=, and made South Africa one of the few countries in the world to do so.

The report does briefly touch on the notions of access deficit charges, which it rules out on
grounds of complexity, and of a universal service fund=, which it rather ignores (Coopers &
Lybrand, 1992, pp. 23-24).

Together with its predecessor, the de Villiers report, the Coopers and Lybrand report was
instrumental in aligning South Africa, albeit not explicitly, with global trends in the reform of
the sector. It also marked an important milestone towards putting universal access and
service at the forefront of ICT sector policy. Both issues were to remain on the surface in the
negotiations leading to South Africa’s transition to democracy, and in the development of ANC

129 The report also flags the question of interconnection rates as a critical success factor in the viability of the
proposed mobile licensees, and a tough challenge for regulation. Both issues continue to dominate the South
Africa market to this day, with litigation and counter-litigation marking ICASA’s current attempts to regulate mobile
termination rates from 2009 onwards. Vodacom has even gone on record to suggest that high levels of
interconnection pricing were what underwrote mobile’s success in providing universal access (Knott-Craig, SA

cellphones pass two affordability tests, 2005).

130 Again, the example of Australia is cited.

130



policy and policy positions for the sector, both of which developments were running in parallel

to and largely isolated from Minister Welgemoed'’s initiative.

Before returning to these processes, it is worth noting the public reception that greeted the
publication of the report in August 1992. As noted above, both the ANC and business attacked
the lack of consultation in the process leading to the report, despite the government’s call for
submissions its planned workshop on the document. Horwitz describes the response of the
ANC as a “blistering attack” (2001, p. 199)=. A contemporary press report paints much the
same picture, describing the ANC’'s Andile Ngcaba as “outraged” over the “Department's
determination to restructure telecommunication systems without broad consultation” and its
“acceptance of privatisation” which the ANC continued to oppose. Ngcaba also described the
report’s rather cautious flirtation with the possibility of retrenchments as a “shocking
prescription” (Sergeant, 1992). Not unexpectedly, rather opposite views were voiced by the
business lobby which called for speedier liberalisation and the immediate establishment of an
independent regulator (Business Day, 1992). The promised workshop may well have been
held, but the promised Bill never materialised, probably overtaken by developments in the

more overtly political negotiations around South Africa’s transition to democracy.

5.3.2 Preparing to Govern: The CDITP

It was during the same period, recognising that the complex and technical nature of the ICT
sector required the kind of expertise, research and experience sorely lacking within its own
ranks=2, that the ANC set up its ICT policy think tank, the Centre for the Development of
Information and Telecommunications Policy (CDITP).

On his formal return from exile, Andile Ngcaba had already set up the Department of
Communications and the Information Systems at the ANC’s head office in Shell House. From
there he moved to set up the CDITP in 1991 in response to “development[s] in the political
negotiations at CODESA in the area of broadcasting and telecommunications” as an
“independent, non-profit-making policy research and training organisation” to support the
“analysis of policy options” in preparation for the “transition to a full democracy” (CDITP,

131 The press statement cited by Horwitz is oddly not on the ANC’s website, which contains a comprehensive
database of thousands of such statements stretching back to 1950, suggesting it may have been issued through
Ngcaba’s CDITP rather than directly from the ANC.

132 Unlike many other sectors, such as housing, health and the economy, the ANC was unable to draw on a

corresponding body of established, progressive expertise from the NGO sector or academia.
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1995a, pp. 2-3), with the assistance of Australian left-wing academic and trade unionist, Kevin
Morgan=, and with funding from Liberty Lifex and offices at University Corner (Andile

Ngcaba, interview, 28 January 2015).
Ngcaba lists what he sees as the three central Figure 5.4: CDITP Logo
achievements of the CDITP:

1. Securing “academic and other training” to build

‘black’ expertise;
2. “researching and writing policy positions;

3. Establishing the National Telecommunications

Forum (interview, 28 January 2015).

The cadreship programme of the CDITP reads like a
veritable Who's Who of South Africa’s ICT sector today.
Its board included people such as Moeletsi Mbeki (younger brother of Thabo Mbeki, an

Source: (CDITP, 1995a)

independent thinker and latterly a critic of the ANC), Kgabitsi Mosunkuthu (then President of
POTWA and Deputy President of SANCO, later board member of Telkom), Aki Stavrou (then
an academic at the University of Natal), Lyndall Shope-Mafole (telecommunications master’s
graduate from Cuba, later SATRA Councillor, then Director General in the Department of
Communications, now a senior leader with the breakaway Congress of the People political
party), Dr Sebeletso Mokone-Matabane (later Co-Chair of the IBA, subsequently CEO of state-
owned signal distributor Sentech) (Ngcaba, 2001). The CDITP reached out widely to young
‘black’ professionals and intellectuals, sympathetic to the ANC and its positions, and usually
with some exposure to the sector. Such alumni include: Noluthando Gosa (SATRA Councillor,
SABC Board Deputy Chairperson); Linda Khumalo (then a Telkom staffer, later CEO of Alcatel
Lucent South Africa); Pops Mageza (adviser to Pallo Jordan, first ANC Minister of
Communications); Hellen Makhuvela (now a senior official with ComSec, South Africa’s
cybersecurity agency); Pinky Moholi (then an engineer, later CEO of Telkom); Felleng Sekha
(first chair of the Independent Broadcasting Authority, later senior manager at MTN, and
Deputy Chair of the SABC); Dr Marcia Wilson (then an academic, later an ICASA Councillor).

133 Now an independent consultant, Kevin Morgan served as an adviser in telecommunications policy and
regulation to the Australian labour movement from the 1970s. He served as a member of the advisory panel
appointed by Australia’s then Minister for Transport and Communications, Kim Beazley, to oversee the introduction

of competition in 1991.

134 Secured through Hylton Appelbaum, son-in-law of Liberty founder Donald Gordon.
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Many of them were head-hunted by Ngcaba. Felleng Sekha, then studying finance law on a
postgraduate scholarship at Melbourne University, recalls a 3 am call from Kevin Morgan, who
then put her through to Andile Ngcaba in Geneva. Ngcaba in turn persuaded her to switch
her line of studies to telecommunications law, which the ANC would fund (Felleng Sekha,

interview, 5 December 2014). Sekha describes Ngcaba as having had an “enormous impact

on her life.

The CDITP ran training courses in South Africa, bringing in international experts such as the
ITU’s Tim Kelly and Australia’s Kevin Morgan. A number of CDITP recruits were also sent
abroad for training at entities such as United States Telecommunications Training Institute
(USTTI), the Telecommunications Executive Management Institute of Canada (TEMIC),
Wollongong University and the Science Policy Research Unit (SPRU) at the University of
Sussex (Andile Ngcaba, interview, 28 January 2015), as well as through the ITU and the Cable
and Wireless School of Telecommunications in the UK. Others were sent on study tours to
Sweden, Canada and the UK (CDITP, 19954, p. 11 & 19).

The CDITP also produced a number of research reports and policy recommendations (CDITP,
1995a)=¢, amongst them of relevance to this study being:

e Licensing of cellular mobile telephone services - the impact which deregulation and
cellular phone competition will have upon universal service and the affordability of

telephones for the South African community (September 1993);

e The ANC policy for equity and efficiency in the telecommunications sector: A policy

discussion paper (March 1994);

e Reform of the South African telecommunication industry - the legislative context: A
submission and draft legislation for the South African market (September 1994);

e A master plan for the South African telecommunications sector - a preliminary study

(no date given).

The approach to policy formulation evidenced in the CDITP report, combines an awareness

of international good practice and the pressures for reform along the lines of a particular

135 Unfortunately, no copies of any of these seem to have survived. A February 1994 draft of the ‘ANC policy for
equity and efficiency in the telecommunications sector’ (CDITP, 1994) was secured by the author from papers in
the SA History Archive (SAHA).
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formula which that brings to bear, tempered with a strong desire to ground policy formulation

in the realities of South Africa and the needs of the majority of its citizens.

Thus, the CDITP argues for the Figure 5.5: CDITP Journal Masthead

development of a “clear

telecommunications policy that

reflects the needs of the ] e l e ‘ O n V e r S
community, rather than directly

Qynlllld( n Information & Telecommunicati Policy nlal Vol 2 No 3 July 1995

importing models that have been
developed in other parts of the Source: Andile Ngcaba

world” (CDITP, 1995a, p. 16).

This is not a rejection per se of the diffusion of policy lessons from elsewhere, as evidenced
by the way in which the CDITP embraced international training and study tours and engaged
with international experts. However, the latter tended naturally to be chosen on the basis of
holding ‘progressive’ or ‘left’ positions, critical of the vested interests of the big powers and
major corporations. Jill Hills, Kevin Morgan and Vincent Mosco come to mind, amongst others.
In this way the CDITP was able to plug in to an epistemic community broadly sympathetic to
the positions of the ANC in opposition to those of the National Party government. Thus, the
CDITP was willing to “learn from experience elsewhere in the world” but equally determined

to “adapt that experience to the unique demands of our society” (CDITP, 1995a, p. 17).

Accordingly, the question of universal access and service - the “the challenge of getting
basic services to all people” - looms large in the work of the CDITP. Noting the need for the
sector to be “refocused from the current bias towards advanced sectors of the economy to
the needs of the South African economy and society at large”, it called for a “master plan for
development of the sector” which would be centred on “marked increases in telephone

penetration in black communities” (CDITP, 19953, p. 15).

5.3.3 Negotiating Telecommunications: from CODESA to the NTF

At much the same time that the Coopers and Lybrand team was conducting its investigations,
public political attention was focused on the Convention for a Democratic South Africa
(CODESA) negotiations.

These had commenced in late 1991, and saw the establishment of a number of working

groups, which attempted to reach agreement on a range of issues, leading to a second plenary
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in early 1992. The nature and scope of the CODESA negotiations meant that
telecommunications was only peripheral to the issues under consideration=. It fell within the
ambit of Working Group 2, whose scope included “political neutrality of, and fair access to,
State-controlled / statutorily instituted media (particularly the SABC and SATV), including
those of the TBVC states”, and which reached agreement on the establishment of an
“Independent Body to Regulate Telecommunications Sector”, which would have spectrum
management and licensing as its principal functions (CODESA, 1992, p. 1 & 8)=. Aside from
this notion of a converged regulator, there was little of telecommunications substance in what
was brought to the table at CODESA 2, beyond a commitment to universal service by ensuring
that a “wide range of telecommunication services, including regional and community
broadcasting program [sic] services, is available throughout South Africa” (CODESA, 1992, p.
8). In the event CODESA 2 collapsed in mistrust and acrimony and a struggle for political
dominance, leading to a failure to reach agreement on constitutional principles and

transitional arrangements.

Given the lack of mention of a single substantive telecommunications issue, aside from that
of spectrum management, in the CODESA report, the extent to which the proposal for a
“combined telecommunications, broadcasting and spectrum regulator” (Gillwald, 2002b, p. 4)
represented a far-sighted convergence position is doubtful. And to describe, as Horwitz does,
the breakdown of negotiations as a move by “constitutional negotiators to annul a previous
decision at CODESA to deal with broadcasting and telecommunications policy together, and
instead to proceed with establishing a regulatory authority for broadcasting separately” (2001,
p. 196) seems a gross mischaracterisation. The focus of that working group always was
specifically on the role of print and broadcast media in creating a climate conducive to free

and fair elections: it had no telecommunications mandate per se.

136 The CODESA working groups dealt with: the creation of a climate for free political activity, including access to
the media and control of the security forces (Working Group 1); constitutional principles and guidelines for a
constitution making body (Working Group 2); transitional mechanism, including the establishment of an interim
government / transitional arrangements / transitional authority (Working Group 3); the future of the TBVC states
and their reincorporation into a future South Africa (Working Group 4); process and time frames (Working Group
5) (NMF, nd).

137 No agreement, however, was reached on the status and restructuring of the government broadcaster, the
SABC, an institution seen as critical to the creation of an open political climate conducive to free and fair elections.
Strangely, there was also no agreement on the relatively semantic issue of naming the regulator with two possible
names being touted, viz the South African Independent Telecommunications Authority (SAITA) versus the South

African Independent Telecommunications Commission (SAITCOM).
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It is also mistaken to attribute the exclusion of telecommunications when negotiations
resumed again towards the middle of 1993 under the rubric of the Multi-party Negotiation
Process to the absence of a corresponding “consultative stakeholder forum” (Horwitz, 2001,
p. 196). None of the existing stakeholder forums, such as the ground-breaking National
Economic Forum:#, the National Electrification Forum or the National Housing Forum, to name
a few of the many, found substantive correspondence in the negotiations for what was

essentially a political settlement.

Most of these forums were in fact established in the very fraught interregnum: between the
breakdown in negotiations at CODESA 2 and their resumption the following year, and likely
represent a strategy on the part of the ANC-led alliance to broaden its engagement for
democratic reform by bypassing the narrow channels of formal negotiations and thus

increasing the pressure on the National Party government.

Further, it is likely that including telecommunications under the umbrella of what was
ultimately agreed as the ‘Independent Broadcasting Authority’, would have introduced too
many complexities at the time of scope and jurisdiction. Gillwald points to a reticence on the
part of the ANC and its allies “about dealing with telecommunications, because of the lack of
understanding of the technical and economic issues” (2002b, p. 5). Thus, it seems likely that
the complexities of putting a converged regulator in place would simple serve to hold back
progress on both fronts, telecommunications and broadcasting (FM, 1992). In any event the
central focus was on the creation of a fully independent entity to regulate broadcasting in the
broad public interest (Gillwald, 2002b, p. 6). This perspective is borne out by Willie Currie,
some years later in a memo to the IDRC of Canada, when he noted that, “unlike the control

138 Forerunner to the current National Economic Development and Labour Council (NEDLAC) which brings
together government, labour, business and community organisations to discuss, negotiate and advise on

economic, labour and development issues.

139 The period was characterised by increasing levels of violence, punctuated by intermittent attempts to restart
negotiations. It was marked by events such as the Boipatong massacre (June 1992), and ANC-led general strike
(August 1992), the Bhisho massacre (September 1992), the King Williamstown attack (November 1992),

culminating in the assassination of SACP leader Chris Hani on 10 April 1993.

140 The National Economic Forum (NEF) was established in November 1992, and had its roots in a call issued by
COSATU during the previous November 1991 general strike for “for the establishment of a 'macro-economic

”

negotiating forum™ (Callinicos, 1996). The National Housing Forum (NHF) had already been established in August
1992, followed by the National Electrification Forum (NELF) in May 1993, and the National Telecommunications

Forum (NTF) in November 1993.
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and regulation of broadcasting, telecommunications was not pivotal to the fairness of the

election coverage and that further policy work was [felt to be] necessary” (Currie, 1994).

This is not to understate the role of stakeholder forums in negotiating many of the substantive
issues which would form the content of the slew of new policies that would be required by
the new post-1994 democratic government (Habib, 1997; Lodge, 1999). Horwitz is correct
to emphasise the role of forums, with their roots in the organised opposition to apartheidrule
in the townships and through the trade union movement, as representing the “effort by
excluded, largely black, groups to gain entry to policymaking arenas during the 1990-94
transition period” (Horwitz, 2001, pp. 14-17). A similar point is made by Friedman, who sees
forums as representing, in the absence of an electoral democracy, the two sides of a

negotiated struggle for power:

The strength of mobilization against minority rule ensured that policy could not be
made without popular movements, the recognition that the old order could not be
defeated and had to be negotiated out of power meant that the authorities and
the affluent needed to be parties to decisions (Friedman, 2006, p. 1)

As such, forums functioned as sites of struggle, born out of a recognition by the various
parties of the need to reach an accommodation on policy issues that none could unilaterally
impose on the others. The South African forums brought together groupings of stakeholders,
each with a particular set of negotiating positions and policy objectives, all with a vested
interest in winning outcomes to their advantage, but with a degree of shared interest in a
common agreement. Typically, they involved government, business, labour, academia and
civil society. In effect they acted as mini-regimes with agreed rules and decision-making
procedures, and with some congruence of principles and norms, leading to a negotiated set
of policy outcomes. They also functioned as elite policy-formulation arenas*, bringing
together contending epistemic communities in search of compromise. They also to an extent
acted as epistemic communities in their own right, through “getting parties previously virtually
unknown to each other to comprehend the necessities and complexities of policy under the
new political dispensation” (Horwitz, 2001, p. 204). They were particularly important from
the point of view of the ANC-led alliance, needing to win ‘progressive’ positions in the face of

a hostile government and state bureaucracy.

141 Both Horwitz and Friedman note that neither stakeholder forums nor their constituent formations are necessarily

democratic.
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It was in this context that the National Telecommunications Forum (NTF) was launched in
late 1993. There is a degree of uncertainty as regards the exact timeline of eventsz, Ngcaba
suggests 1992/93 (interview, 28 January 2015), whereas Currie pegs the date somewhat later
in 1993 (1996a), while Horwitz says the stakeholders began talking in 1993, with a
constitution finalised in 1994 (2001, p. 208). Probably the most accurate dating comes from
the first secretary-general of the NTF, Fikile Khumalo, who says the creation of the NTF
emanated from a recommendation at a key July 1993 telecommunications policy conference
organised by the CDITP, the ANC's telecommunications policy think tank (see above), with a
formal launch in November 1993 (2001).

The three day CDITP conference, under the rubric of ‘Telecommunications in a Post-apartheid
South Africa’, set out to be a substantial, landmark event. It boasted over 100 delegates
(including a visibly reluctant Postmaster General, Ters Oosthuizen), and was addressed by 17
local speakers (including representatives of industry, labour, civic organisations and
academia) and 12 international experts (including Vincent Mosco (Carleton University,
Ottawa) and Jill Hills (City University, London)). Delegates were greeted by a welcome letter
from ANC General Secretary Cyril Ramaphosa, stating that “communications constitutes the
nervous system of the democratisation process” (CDITP, 19953, p. 25). Ngcaba was certainly
guilty of overstatement when he described the conference as “the most important
telecommunications event in SA's history”, but it was clearly intended by the ANC as a slap in
the face for the government and a reminder that the National Party government had “no
legitimate authority on policy decisions” and that it would be “foolhardy” for them to proceed

as if it were “business as usual” (FM, 1993a).

The call for the establishment of a telecommunications forum came from COSATU’s Bernie
Fanaroff. Describing the government’s moves in the sector as a “disaster [with] no openness,
no transparency, grossly inadequate consultation and no strategy for a universal service”, he
called for the establishment of a sector forum to carry through a “coherent, integrated
strategy to provide an affordable telephone service of a high quality” (cited in (Ofir, 2003, p.
20)).

142 Unfortunately, little if any documentation from the NTF survives in the public domain.

143 This is borne out by the CDITP, which reproduces the recommendations of that conference, held from 28 - 30
July 1993 (CDITP, 1995a, p. 24).

144 Mosco warned that convergence mitigated against setting up separate regulators for telecommunications and

broadcasting, despite the political nature of the latter (FM, 1993a).
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The NTF was constituted in short order following the conference, following the model of the
other forums of the transitional period, with the objective to “formulate recommendations on
telecommunications policy and issues for the new government” (Khumalo, 2001) with Lyndall
Shope-Mafole, head of the policy division of the CDITP, as its first chair (James, 2001, p.
184).

The conference had, crucially, also committed itself to ensuring universal access and service,
stating that the “objective of providing access for all to universal services [sic] is of prime
importance” (CDITP, 19953, p. 24) and accordingly gave the mandate of universal service to
one of its 8 working groups (Ngcaba, Speech by the Director General of Communications,
Andile Ngcaba, at the Telecommunications Colloquium, 2001). The commitment was carried

through into the NTF’s subsequent formal mission statement, in which it pledged to:

offer policy option proposals that would ensure the socioeconomic development of
all the people of South Africa through universal service, as well as the economic
development of the country through a well-developed, technologically-sound and
appropriate telecommunications infrastructure (cited in (Horwitz, 2001, p. 209))

Although the NTF was established somewhat later than some of its counterparts, the delay
was not inordinates. It may in part have been delayed by the opposition from the Minister
and from Telkom, but the delay was also likely due to the heavy workload commitments of
the ANC’s Andile Ngcaba, who had been extensively involved in preparations for the ITU's
Additional Plenipotentiary Conference, which opened in Geneva in December 1992 (interview,
28 January 2015).

Ngcaba viewed the establishment of the NTF as “huge step as far as policy developments and
the consultation process were concerned... [one marked by] intensive debate in an inclusive
forum” (Ngcaba, Speech by the Director General of Communications, Andile Ngcaba, at the
Telecommunications Colloquium, 2001). More informally he describes the role and
importance of the NTF as he envisaged it: "I said to the guys now: Let’s prepare for post
1994.... [The legislation] is going to change. Let's prepare now; let’s talk... There was a lot
of activity... We discussed [telecommunications] policy and the future of South Africa”

(interview, 28 January 2015).

145 The National Housing Form (NHF) had been formally established in August 1992, the National Economic Forum
(NEF) in November 1992, and the National Electrification Forum (NELF) in May 1993.
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The inclusive nature of the NTF was clearly important to the ANC and to Ngcaba, as its set in
place a “consultation process... widened to encompass labour, business, government, non-
governmental organisations, user groups” (Ngcaba, Speech by the Director General of
Communications, Andile Ngcaba, at the Telecommunications Colloquium, 2001). NTF Despite
a hostile attitude on the part of government:s, representation included: business (including
Telkom, NTUG, the Electronic Industries Federation, the Computer Society); labour (COSATU,
the main union at Telkom, POTWA, even the metalworkers’ union, NUMSA); academia
(including Prof Hu Hanrahan, Electrical and Information Engineering, University of the
Witwatersrand) (interview, 28 January 2015). The NTF was supported by Telkom, in a
reversal of its earlier “incredibly contemptuous attitude” and its refusal to talk to Ngcaba and
the ANC (Horwitz, 2001, pp. 193-194)w,

It would be in the period after the 1994 elections, as the ANC moved to change the legislation
in the sector, that the NTF would really come into its own.

5.3.4 Community Service Obligations and the Advent of Mobile

In the context of our focus on the evolution of universal access and service policy in South
Africa, it is important also to consider the advent of mobile, and the furore that this generated.
The licensing of Vodacom and MTN occupied political centre stage during much of 1993
(Horwitz, 2001, p. 200), largely because of resolute and strident opposition to the deal from
the ANC and COSATU.

One strand of that hostility stemmed from an ideological anti-privatisation stance. Andile
Ngcaba was reported as insisting that Telkom should remain a monopoly, saying that "We
don't want to kill Telkom by introducing competition which will steal valuable income from it.
We want a national cellular network, owned by the state" (Sergeant, 1993d).

Another was anti-elitist. Mobile telephony was popularly viewed as a high-priced, low-uptake
toy. As a result, the ANC had “branded cellular phones as elitist, promising to benefit only

146 Ngcaba notes that the then Postmaster General, Ters Oosthuizen, Post Master General (PMG) “refused to
participate in these activities” (Ngcaba, Speech by the Director General of Communications, Andile Ngcaba, at the
Telecommunications Colloquium, 2001) and only sent low level representatives (interview, 28 January 2015).
Horwitz, likewise, records the hostility of his predecessor to the formation of such a forum (2001, p. 196).

Oosthuizen himself in similar vein remarked that he took his orders from the Minister, not the NTF (FM, 1993a).

147 Horwitz suggests that Telkom had earlier been conspicuous by its absence amongst the entities funding the
CDITP.
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the rich with pockets deep enough to afford to buy the hand-sets and use the system’
(Chester, 1993).

Others alleged process skewed in favour of white business. SunTel Chair Naepe Maepa is
quoted as alleging that the “process has been tilted in favour of white businesses, with
stumbling blocks to deter black participation - especially returning exiles who had honed new
high-tech skills abroad” (Chester, 1993).

The resultant furore was also deeply coloured by the antagonism and contestation that
characterised the ongoing negotiations between the apartheid regime and the ANC. The
latter’s response to the cellular licensing imposition was thus also part of its continued push
back against unilateral changes to the market structure of the sector imposed by the National
Party government. Amongst many other commentators, Makanya, for example, describes the
ANC as being “adamant [that] this "unilateral restructuring" of telecommunications must be
suspended” (1993).

But the licensing of the two mobile operators also marked, as Horwitz points out (2001, pp.
202-203), one of the first vendor-financed dividend flow ‘black economic empowerment’
deals» (Spamer, nd). As such, it provided one of the first vehicles through which a major
business deal could be sweetened for approval in return for a rent-seeking mechanism that

ensured wealth creation for an aspirant ‘black’ elite.

More importantly, though, from the perspective of this analysis, the mobile licences
represented a policy victory for universal access and service. They included significant
provisions designed to ensure universal, affordable access to telecommunications services for
the country’s disadvantaged majority - the first universal service obligations to be imposed

on any licensees in South Africa.

The public furore may have occupied centre stage in 1993, but the roots of the mobile

licensing saga stretch back well before then.

It is difficult to pinpoint the origins of the pitch for GSM services in South Africa. Both of the

initial two licensees claim credit. Alan Knott-Craig, Vodacom’s founding and long-standing

148 |_ater ICASA Chair.

149 Such a deal sees company shares awarded to one or more BEE partners, subject to deferred payment terms,
funded from any dividends payable on the allocated block(s) of shares. This minimises barriers to entry for ‘black’

business with limited access to capital, but is open to influence peddling and other forms of corruption.
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CEO, but then still a senior manager at Telkom, deals with the subject in some detail in his
somewhat hagiographic autobiography, which appears richly coloured with hindsight. He
points to a study tour= to covering Europe, Australia, the Far East and the US, at the
instigation of Telkom’s newly appointed Chair, Jack Clarke. Knott-Craig credits himself with
voicing the resultant unanimous recommendation to settle on the then more expensive GSM

mobile technology and to opt for a duopoly in the sub-sector:

South Africa must go the cellular route, and that it should adopt the GSM standard,
digital as opposed to analogue. And what'’s more, we must insist on a competitive
environment, with at least two cellular players — we don’t want to create another
Telkom (Knott-Craig & Afonso, 2009, p. 37)

MTN senior manager Karel Pienaar has a rather different view, and emphatically places the
origins of mobile in South Africa with pay television company M-Net, where he was responsible
for new business development at the time: “cellular materialised in South Africa because of
a small team sitting in M-Net” (interview, 6 February 2015). He describes a 1990 study tour
undertaken by himself and several other M-Net staffers to PacTel in California, one of the
offshoots of the AT&T divestiture, which was using an analogue technology, Advanced Mobile
Phone System (AMPS), for mobile telephony. This convinced them that “this is the business
we want to be in”, and led to serious “lobbying” by M-Net of senior government officials,
including Postmaster General Ters Oosthuizen and Minister Dawie de Villiers, who was a friend
of the Chair of M-Net, Tom Vosloo. M-Net also conducted market research and ran focus
groups, and set up a test network with 4 base stations in Khayelitsha*: using a pilot licence

(Karel Pienaar, interview, 6 February 2015).

It is likely that the truth reflects a more complex interaction of these various initial initiatives,
coupled with pressure from manufacturers touting for business. M-Net's interest and early
activities may well have spurred Telkom to move more aggressively on its “distant plans”
(Karel Pienaar, interview, 6 February 2015) to launch GSM at some point in the future. Itis
also probable that both initiatives fed into the substance of the Coopers and Lybrand report,

and influenced its recommendation for two GSM licensees along the lines of the UK model.

150 Knott-Craig gives no dates for the study tour, but it would likely have been in either late 1991 or early 1992,

following Clarke’s appointment in March 1991 leading up to the corporatisation of Telkom in October 1991.

151 Sprawling, mostly Xhosa-speaking, dormitory township outside Cape Town.
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Knott-Craig points to an agreement between Finance Minister Derek Keys and senior Telkom

executives that essentially mirrored the recommendations of the Coopers and Lybrand report:

licences would be issued to two cellular operators... Telkom could form part of
one consortium that would bid for the cellular licences, but that it could not have
more than a 50% stake in the group. However, if that consortium lost out in the
envisaged tender process, then Telkom would not be involved in the cellular
industry at all. (2009, p. 41)

The driving idea of providing access to South Africa’s unserved, largely ‘black’ population is
pervasive in both accounts. Likely a substantial dose of hindsight:2, both Vodacom’s Knott-
Craig and MTN'’s Pienaar cite altruistic service delivery motives for the move into mobile. The
recognition of the profit-making possibilities offered by the pent-up demand identified in both
the de Villiers and Coopers and Lybrand reports is likely a more accurate if less charitable
interpretation. MTN’s Pienaar suggests that their persistent lobbying for a licence was
because M-Net “knew and believed that this new technology would provide service to the
previously underserved”, with the central challenge being how “you use this mobile
technology for broad-based communications for all” (interview, 6 February 2015). In similar
vein, Knott-Craig puts Telkom’s universal service aspirations for mobile down to the vision of
the newly appointed Chair, Jack Clarke, who, he says, “wanted to provide telecommunications
services for millions of [black] South Africans who didn't have access to a telephone”, and
goes on to speak of his own perception of “cellular as a means of providing universal access”
(Knott-Craig & Afonso, 2009, p. 35 & 47).

But securing a mobile licence was also about forging business partnerships. Both local
aspirants sought out potential international partners with the necessary expertise and
experience to roll out services locally. Knott-Craig reports an early approach from Minister
Welgemoed to Sir Gerald Whent and Sir Julian Horn-Smith of the UK’s newly-formed Vodafone
Group (Knott-Craig & Afonso, 2009, p. 42). M-Net, in turn, approached Cable and Wireless,
as well as Vodafone, before settling on the former as their preferred international partner
(Karel Pienaar, interview, 6 February 2015). Potential local partners for both included tobacco
giant Rembrandt (Knott-Craig & Afonso, 2009, p. 42) (Karel Pienaar, interview, 6 February

2015). M-Net was rather more canny, and the earlier mover of the two, recognising that in

152 GSM was a niche product at the time, with prepaid unthought-of.
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the incipient new South Africa, as a ‘white’ Afrikaner company, they needed a ‘black’

empowerment partner, and they approached Nthato Motlana=: and FABCOS-.

Pienaar even suggests there was an attempt on the part of Telkom to bring both aspirants
into a single GSM licence bid, but that M-Net rejected this because they were only offered a

paltry 10% stake (Karel Pienaar, interview, 6 February 2015).

In the event the National Party government decided to proceed along the lines of the Coopers
and Lybrand report and in accordance with the agreement that Finance Minister Derek Keys
had brokered with Telkom (Business Report, 1993). Thus, on 5 April 1993 a tender for two
cellular mobile licences was issued. Knott-Craig suggests that the tender was fully open, for
two licences (2009, p. 50), but, given that Telkom was guaranteed a 50% stake in one of the
two licences, this created the rather bizarre situation of a tender for 1%z licences (Bidoli,
1993a) with the selection of Telkom’s eventual partner, Vodacom, taking place ex parte
(Sergeant, 1993e). Unfortunately, the original tender is no longer in the public domain for us

to verify the exact permutation proposed:.

However, it appears that the tender did give considerable emphasis to widespread provision
of services to the country’s underserved ‘black’ majority, partly because of M-Net's input into
the tender (Karel Pienaar, interview, 6 February 2015), but presumably largely because
Minister Welgemoed recognised this as a necessary attempt to forestall ANC criticism.

Sergeant alludes to this in her comment that

The ANC argues that government's decision on cellular phones does not address
the shortage of phones, among SA's black inhabitants... A senior government
source said the tender was sensitive to issues like providing telecommunications
to less advantaged communities... source argued ‘that the tender took into

account all the ANC's’ criticisms to ensure widespread penetration’ (1993b).

153 Prominent Soweto doctor and anti-apartheid activist, who founded New African Investments Limited (NAIL) in
the early 1990s as a vehicle for black economic empowerment.

154 The Federation for African Business and Consumer Services (FABCOS) was founded in 1988 with an explicit
‘black’ economic empowerment vision, to bring informal ‘black’ business into the mainstream of the economy. lts
founders included James Ngcoya (President of the SA Black Taxi Association), Dr Ellen Kuzwayo (ANC-aligned
women’s rights activist), Andrew Lukhele (president of the National Stokvels [informal ‘black’ savings schemes]
Association) and others.

155 The tender specifications were only available in hard copy on application from the then Department of Posts

and Telecommunications.
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According to Knott-Craig:

tendering companies [were required] to provide evidence of their ability to reach

the widest possible community...

The tender document was unique in two other respects: first, the bidders had to
show how they would generate R1 billion in economic activity outside the
mainstream business;, and second, the successful applicants had to sell airtime on
community phones= in underserviced areas at a third of the normal price. (Knott-
Craig & Afonso, 2009, pp. 48-49)

Bidoli provides much the same summary, saying “applicants will have to specify the extent to
which their choice of technology will lead to high volumes and low costs, how they will provide
a service to poor communities and how they will support SA industry” (Bidoli, 1993a). Itis
likely that Bidoli’'s summary is more accurate than Knott-Craig’s hindsight description. Pienaar
suggests that the tender did not actually specify ‘community phones’ and that these were an
innovation in MTN’s bid derived from their Khayelitsha pilot, which Vodacom was thus

subsequently forced to adopt (interview, 6 February 2015).

Knott-Craig also claims that the sliding scale annual licence fee, pegged at 5% of revenue (in
addition to a hefty upfront fee of R 100 million), was an innovative world first (2009, p. 49),
particularly so when viewed from the hindsight of the phenomenal and unexpected uptake of
the service”. Several commentators, however, criticised the high upfront fee as mitigating
against rollout to poor communities (Sergeant, 1993c), with the resultant initial and ongoing
capital drain reducing the capital reserves necessary to finance the construction of the mobile
network, with its expensive base-station towers, backhaul circuits and switching systems.

They feared the impact would potentially turn cellular telephony into “just a yuppie toy’

(Bidoli, 1993b), earmarked for an urban elite.

Not unexpectedly, the ANC’s response was one of outrage, calling on the government "to
suspend with immediate effect the unilateral call for tenders and the award of licences for the
proposed cellular telephone system” (quoted in (Sergeant, 1993e)). The universal access and

service provisions built into the tender, however, undermined the ANC's ability to attack it on

156 This was to become the community-service telephone universal service obligation in the final licences.

157 Coopers and Lybrand, it will be remembered, had estimated the total market size to be a maximum of 220 000
by 2002 (1992, p. 76). In fact, 2002 it had already surpassed 11 million, and today there are over 75 million active

SIM cards in the market (author’s spreadsheet compiled from annual reports and press statements).
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that basis, meaning they could only demand a “proper planning and consultative process,
aimed at providing an affordable telephone service to all” (Sergeant, 1993e). Many of the
ANC's concerns were voiced by Andile Ngcaba, characterised by Knott-Craig as “firmly
opposed to privatising the public telecommunications network” without “sufficient planning
and consultation” through the issuing of the licences (2009, p. 46). He goes on to quote
Ngcaba as saying ™It’s not about introducing cellular to the country as such; it's about how it
should be done. The concern is for black involvement and how black empowerment will fit
into the bigger telecoms picture” (2009, p. 47)=. Ngcaba later described the process as
“corrupt” and without legal foundation and leading to cellular telephony being unaffordable
for the poor (Sergeant, 1993f).

There was some engagement behind the scenes with the ANC’s investment arm, Thebe
Investment Corporation, in an attempt secure ANC support for the deal, but the vocal
opposition of the politicians led to the approach being rebuffed (IOL, 2000). Instead, to give
additional weight to their opposition the ANC brought together a grouping calling itself the
Cellular Telephone Consultative Forum, “representing black businesses, labour unions in the
telecommunications and electronics sectors, civic organisations and other interest groups”
(Sergeant, 1993g). In a further ratcheting up of the pressure, the ANC even threatened to
revoke the licences once it came to power “if the bidding process was not halted until the
transitional executive council had been established” (Sowetan, 1993). COSATU too joined in
the fray, attacking the lack of consultation, describing the process as “unilateral reconstruction
in contravention of undertakings given by government to the National Economic Forum”,
calling for local manufacturing requirements to be included, and restating the demand for

“universal, affordable service” (Naidoo, 1993).

The final make-up of the bidding consortia was as follows:

e Barlow Rand, comprising Barlow Rand (34%), Deutsche Telekom Mobile (34%), with

32% earmarked for black economic empowerment;

158 Knott-Craig’s choice of quotation is perhaps unfair to the ANC public position, which presented itself as far more
deeply animated by universal service than economic empowerment concerns, but does anticipate the final deal
that was struck to allow cellular telephony to go ahead.

159 This appears to be an attack on the fact that Ters Oosthuizen at that stage had only been appointed as the
“independent regulator” for the sector. The Minister promptly promoted him to Postmaster General (Sergeant,
1993f).

160 This echoed, from a job creation perspective, earlier calls made by the Electronic Industries Federation
(Sergeant, 1993a).
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e Cellstar Cellular Network, comprising Grintek (51%), Telkom Finland (11%), Finnfund

(11%), with 27% earmarked for black economic empowerment;

e Mobile Telephone Networks (MTN), comprising M-Net (30%), the UK's Cable &
Wireless (30%), Transnet's Transtel (10%), and black economic empowerment
groupings®: Naftel= (25%) and FABCOS (5%);

e Suntel, comprising later head of the regulator, Naepe Maepa:;

e Vodacom, comprising Telkom (50%), Vodafone (35%) and Rembrandt (15%) (Knott-
Craig & Afonso, 2009, p. 53)=-.

The waters were muddied further by unsuccessful attempts on the part of US-based
telecommunications companies to have the process delayed until after US sanctions had been
lifted in order to enable them to compete (Sergeant, 1993i), and by the 11" hour entry and
demands for a share of the spoils from a new ‘black’ economic empowerment grouping, the

African Telecommunications Forum (ATF), which included the ANC’s own Thebe Investment

161 The clear specification of ‘black’ economic empowerment groupings in the MTN bid (neither Barlow Rand nor
Cellstar had concluded specific deals in advance) clearly repaid their preparatory work over the preceding two
years (Karel Pienaar, interview, 6 February 2015).

162 A ‘black’ empowerment umbrella investment company, comprising Dr Nthatho Motlana’s NAIL, and another
‘black’ empowerment umbrella. The ownership of the latter goes back via Johnnic Holdings to Hoskens
Consolidated Investments, which had been created by the investment arms of two COSATU affiliates, and which
was led by two former trade unionists, Marcel Golding (National Union of Mineworkers (NUM)) and Johnny Copelyn
(South African Clothing and Textile Workers’ Union (SACTWU)). Sergeant suggests Naftel was “formed by M-Net
and Cable & Wireless to 'spread ownership to the previously disadvantaged business community on a fair and
equitable basis' (1993h). The interlocking nature and shifts in shareholding of many such ‘black’ empowerment

companies makes tracing ownership and control a complex, sometimes impossible, task.

163 Maepa infamously remarked that his company was “not managed by any ordinary kaffirs” (The Star, 1993). His
bid was apparently submitted on a single handwritten sheet of paper (presumably to cock a snoop at the process)
and thus not considered (Knott-Craig & Afonso, 2009, p. 53).

164 Other reports give slightly different percentages. The Financial Mail, for example, has a bigger percentage of
MTN as being held by Transtel (20%), with proportionally smaller shares going to Multichoice and Cable & Wireless
(FM, 1993c). The Barlow Rand percentage here has been adjusted down from 35% to 34% to allow the total to
balance to 100%. The absence of defined and agreed ‘black’ economic empowerment partners would certainly

have weakened the bids of Barlow Rand and Cellstar.

165 The ATF brought together a number of entities aggressively pushing for empowerment deals in the sector, that
had been turned away from the Vodacom consortium by Telkom. These included Afritel (the CEO of which, Mark
Headbush, acted as convenor of the ATF, and which later worked in partnership with Vodacom, and subsequently
went on to establish Wireless Business Solutions (WBS), provider of the backbone network behind the National

Lottery), the ANC’s Thebe Investment Corporation, Naepe Maepa’s Suntel (of the handwritten cellular bid fame),
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Corporation (Bulger, 1993). The ruckus was further deepened when the National Party
government apparently tried to slip through further amendments to the Post Office Act,
prompting a blistering response from Ngcaba, who described them as new attempts to
“deregulate Telkom, [marking] the most significant unilateral restructuring yet seen from a
desperate government that is intent in selling off public assets In the dying days of illegitimate
rule” (1993).

The announcement on 22 September 1993 of the winning bidders thus took place amidst a
flurry of public sabre-rattling by the ANC and COSATU (Sergeant, 1993j) and a series of
behind-the-scenes meetings involving, amongst others, Nelson Mandela and ANC Secretary
General Cyril Ramaphosa (Cape Times, 1993a). A deal was finally struck, which allowed the
licensing of Vodacom and MTN to go ahead. Horwitz suggests that the ANC secured
significant ‘black” economic empowerment concessions and the withdrawal of the Bill» in
return for conceding to the granting of the licences (Horwitz, 2001, p. 202). It is true that
the deal involved a 5% increase of ‘black’ shareholding in the case of Vodacom - which went
to Hoskens Consolidated Investments (already the holders of a significant portion of MTN) at
the expense of a decreased stake for Rembrandt. But in the case of MTN, it merely brought
in the COSATU pension fund at the expense of decreasing the stake of Naftel, while increasing
the shareholding of state-owned Transtel (FM, 1993c) - see Figure 5.6 below. These do not

appear to be deal-making concessions.

Other reports point to countertrade, an agreement to give at least 50% of service-provider
franchises to ‘black’ business, and the provision of mobile services to underserved areas as
key to the deal (Chalmers, 1993; Cape Times, 1993b; FM, 1993b). The latter, as previously
noted, had already been a bid requirement, and it is not clear if any significantly greater
commitments in this regard were secured from Vodacom and MTN, unless it was the inclusion

of community service telephone provisions within the licence of Vodacom:s’,

Media Investment Trust and National Information Technologies. The ATF also claimed the involvement of NAIL’s
Dr Nthatho Motlana and NAFCOC'’s Gabriel Mokgogo (Bulger, 1993). The author recalls aggressive lobbying from

ATF delegates for empowerment provisions during the February 2001 Telecommunications Policy Colloquium.

166 Horwitz suggests that the Bill was relatively technical in nature (Horwitz, 2001, p. 202), which begs the question

of whether the government was just engaging in some canny kite flying.

167 This is unlikely, since community service telephones formed a substantive provision in the standardised licence

awarded to both.
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The reference to countertrade probably points to the rather mysterious Joint Economic
Development Plan Agreement:, which each mobile licensee was required to enter into.
Referred to in the licence as “plan proposed by the Licensee as agreed by the Authority to
assist in the development of the South African economy and in particular the
telecommunications industry” (ICASA, 2004f), it appears to have included a “commitment for
MTN and Vodacom to each invest 1-Billion Rands in South Africa by the year 2000” (Song &
Akhtar, 1995, p. 58) in schemes to provide for the social and economic upliftment of

disadvantaged communities, through training, job creation, foreign investment and the like.

The licence and the Multiparty Implementation Agreement: were formally gazetted a week
later (DPT, 1993) but contain no details of shareholding, countertrade or sub-contracting
agreements©, and few specifics by way of universal access and service obligations. The
Multiparty Implementation Agreement instead deals largely with the granting of spectrum,
the provision of ‘community service telephones’ (see discussion below), the provision of
backhaul by Telkom, interconnection, and a range of other technical agreements.

ANC Secretary General Cyril Ramaphosa'* appears to have been central to brokering the deal
(Willie Currie, interview, 18 September 2014), in one account overriding the opposition of
Ngcaba (Denis Smit, interview, 20 November 2014). It is, however, unclear what real
concessions Ramaphosa secured from the National Party government. ‘Black’ economic
empowerment was already a significant feature of at least one of the bids, and the changes
agreed only brought in a relatively small 5% empowerment stake in the other bid. Both

licences already contained substantial universal access and service provisions, including

168 Neither of the two Joint Economic Development Plan Agreements appears ever to have been made public, and

repeated requests to Vodacom and MTN for copies proved fruitless.

169 1t was signed by the Minister, the Postmaster General, Telkom, Vodacom and MTN, and does not include the
ANC.

170These provisions were likely contained in the Joint Economic Development Plan Agreement, which deals with
the R 1 billion commitment from each of the licensees, referred to by Knott-Craig, and above designed to “assist
in the development of the South African economy and in particular the telecommunications industry” (DPT, 1993).

As noted previously, no copies of these agreements are publicly available.

171 Currently Deputy President of South Africa. Having previously retired from active politics in early 1997, following
Thabo Mbeki’s accession to leadership of the ANC and the Presidency, he became Chair of NAIL - which then
held a shareholding in MTN via NAFTEL - and is rated one of South Africa’s wealthiest business leaders. His
role in MTN did not end there. He joined the Board of MTN from 2001, stepping down as Chair in 2015, to return

to politics. It marks an ironic and curious footnote to the mobile licensing agreement.
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community service telephones (see Figure 5.6 below). It is puzzling, therefore, what the ANC

stood to gain by acceding to the deal.

Figure 5.6: Vodacom & MTN Shareholding before (left) & after (right)
agreement
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The cellular licensing furore thus marks perhaps the first emergence of active rent-seeking
behaviour on the part of the ANC and its allies, particularly ‘black’ economic empowerment
groupings, both from within its own ranks, and, more so, from those who had hitherto played
little if any role in the struggle against apartheid, but who saw opportunities for the
accumulation of wealth in its demise. This is not, of course, to deny the existing (mostly
‘white’ or state-owned) commercial interests in the sector, the likes of Telkom, M-Net,
Rembrandt, who, with the quieter assurance of vested power, were equally desirous of

making money out of the mobile licences.

There seem to have been several cross-currents flowing through the set of events described
above. There was clearly a real commitment, on the part of the ANC, and of individuals within
it like Ngcaba, to address the injustices and deprivation that apartheid had inflicted on the
overwhelming majority of South Africans - the digital donga referred to previously, which
saw so many deprived of access to telephony services, both systematically and systemically.
There were also political dynamics and ideological positions at play, which underpinned the

ANC's resistance to ‘unilateral restructuring’ of the sector and informed their firm opposition
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to privatisation, and which equally drove the outgoing government to attempt to drive through
both positions. Complicating all was self-interest, commercial greed and rent-seeking
conduct, which manifested itself in the unseemly jostling for a share of the cellular spoils,

and, possibly, through the manipulation of the political drama for personal gain.

From the point of view of universal access and service, it is, however, worth reflecting on the
measures contained in the licences which were intended to address the lack of access to
telephony for the majority. Still using the ‘community service obligations’ terminology derived
from the Coopers and Lybrand report, the measures were essentially twofold. Firstly, they
dealt with rollout requirements, or ‘availability’ of service in ITU parlance. Aside from blanket
population coverage requirements set out in the body of the licence (60% within two years,
70% within four), these required a “Network Implementation Timetable”, which provided for
the incremental provision of mobile coverage of a specified grade of service to a number of
population centres specified in an agreed schedule. Secondly, they dealt with a “*Community
Service Telephone Timetable”, in terms of which a specified humber of community service
telephones would be rolled out on an incremental basis in accordance with an agreed schedule
(DPT, 1993). Community service telephones were defined as having to be “freely accessible”
to the public, “located in an Under-serviced Area or in a Community Centre”, and provided at
a discounted “Community Service Telephone Tariff” (DPT, 1993, p. Section 1). Unfortunately,
the schedules in both cases, were “confidential” between the licensee concerned and the

Minister and the Postmaster General.

Telkom, however, at some later point published both the Multiparty Implementation
Agreement and Vodacom’s various schedules of commitments (Telkom, 1993). Vodacom’s
schedules list large numbers of urban areas and traffic routes to be covered in stages over 48
months from the “commercial date” of the launch of their service, along with 22 000
community service telephones over a period of five years. MTN’s schedule was later published
(in presumably unamended or slightly amended form:2) by ICASA (2002c), and, similarly,
included long lists of towns and townships to be covered over four years, together with a
slightly less detailed list of 7 500 community service telephones to be installed over a five
year period. The Multiparty Implementation Agreement already marked out the differing
rollout strategies of the two operators, with both focused on (‘white”) urban areas, but with
Vodacom targeting coverage along the major highways, and MTN including a significant

number of ‘black’ townships in its plans.

172 The corresponding Schedule for Vodacom shows a few minor additions to the one published by Telkom.
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These universal service obligations, which were the second major achievement of the mobile

licensing brouhaha, will be assessed in detail in the next chapter.

5.4 ANC Policy on Universal Access and Service

It is evident from the events described above that the ANC had no clear and agreed set of
policy positions on universal access and service, let alone in respect of telecommunications
more generally. This is not unexpected, given its nature as a liberation movement engaged
in struggle - the armed struggle, mass protest struggle, diplomatic struggle. However, at
the same time the ANC was developing a range of “quite detailed sectoral policy perspectives”
in other areas such as “land reform, policing, foreign policy, affirmative action, education and
a national health plan” (Lodge, 1999, p. 9). Whether this is a fully accurate assessment, or
whether it is influenced by the low profile of the NTF and a lack of awareness of the work of
Ngcaba’s CDITP, is a matter for conjecture.

The analysis of the events above suggests little by way of substantial policy alternatives in
the field of telecommunications more broadly, and on the clearly critically important issues of
universal access and service more specifically. Opposition to the privatisation of Telkom, and
the demand for universal, affordable access to services could serve only as broad guiding
principles. However, they needed to be backed by specific policy alternatives, and this they
were not. The establishment of the CDITP by Andile Ngcaba (described above), along with
the recruitment and training of a cadre of individuals with some experience and expertise in
the sector, and the development of research and position papers, was clearly designed to fill

the lacuna.

ANC policy in relation to telecommunications was slow to crystallise, and remained relatively
generalised when it did. For example, the ANC's 1992 Ready to Govern makes scant mention
of telecommunications, despite the fact that, according Pallo Jordan, a paper on
telecommunications was presented there by Andile Ngcaba:. This landmark ANC policy
document emerged from its National Policy Conference, held at the end of May 1992,
following the breakdown of political negotiations at CODESA 2, and intended to promote the
organisation’s vision of the transition to democracy and to establish a “set of basic guidelines
to policies [the ANC intends] to pursue”. Telecommunications, in this vision, enjoys little

173 Jordan may be referring to the subsequent ANC policy on telecommunications (1994a), largely developed by

Ngcaba.
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prominence, and is dealt with along with other aspects of infrastructure such as electricity

and water, subject to the following guidelines::
e The need to “promote infrastructural development in the rural areas”;
e The need to provide “access to these essential services for all South Africans”;

e "The equitable allocation of these resources between industry, agriculture and

domestic consumers”;

¢ "The democratisation of the control of utilities which provide these services” (ANC,
1992).

A rather firmer telecommunications policy position is fleshed out in the quasi election
manifesto of the ANC, the Reconstruction and Development Programme (RDP), adopted in
early 1994 shortly in advance of the country’s first democratic election. The roots of the RDP,
in fact, lie with COSATU rather than with the ANC (Lodge, 1999; von Holdt, 2004; Naidoo,
2010). Lodge suggests union disquiet with what was perceived as a rightward shift in the
ANC positions adopted at the 1992 National Policy Conference referred to above, were the
genesis. More specifically it can be traced to a response by then COSATU Assistant Secretary
General Mbhazima Shilowa to remarks made by the ANC’s Trevor Manuel at a June 1992
NUMSA workshop, in which Shilowa made COSATU’s support for the ANC conditional on its
protection of worker interests (Lodge, 1999, pp. 8-9; von Holdt, 2004, p. 1)=. Naidoo speaks
about a growing feeling within COSATU of the need for a “reconstruction pact [which] would
commit a new government to a joint agenda” (2010, p. 240) which was then formalised at its

1993 Special Congress.

What is of interest is the degree to which the Reconstruction and Development Programme
was developed through participatory, consultative processes. The first four drafts were
developed internally within COSATU before the 1993 Special Congress, with the remaining
two drafts involving Tripartite Alliance structures. The author recalls attending one such
session held at the Shaft 17 Conference Centre near Soweto, at which a variety of structures

and individuals from with the broader anti-gpartheid movement were present, and at which

174 To be fair, they were policy ‘guidelines’ rather than a detailed statement of policy.

175 In an ironic footnote to that history, Trevor Manuel served as Minister of Finance from 1996 to 2009, while
Shilowa was one of the leaders of the breakaway Congress of the People, and NUMSA was recently expelled from

COSATU for its opposition to the policies of the ANC under Jacob Zuma.
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there was intense and detailed debate on the range of issues and options, suffused with a

sense of creating a shared vision of real policy alternatives.

Of the early drafts only the fourth survives in the public domain. Although it deals with a
range of issues such as housing, health care, social welfare, the environment, education and
more, telecommunications is barely mentioned, save for “access to an affordable telephone”
in a paragraph dealing with access to basic infrastructure including water and electricity (ANC,
1993). The relatively peremptory reference to telecommunications does suggest a lack of
impact of the CDITP and the newly-formed NTF on the development of the RDP, however.
But the RDP as a document continued to evolve. As Lodge suggests, its “intellectual evolution
became increasingly complicated [as it] drew upon a progressively broader range of
tributaries” (1999, p. 9) - although, for others, this meant that its ™radical’ content was

successively watered down (McKinley, 2003, p. 2).

Nevertheless, the final version of the RDP does contain rather more substantial policy
provisions with regard to telecommunications and to universal access and service. Access to
telecommunications is now dealt with specifically and in some detail under the section that
deals with “"Meeting Basic Needs”. Proceeding from a characterisation of South Africa’s
racialised telecommunications divide, the document identifies ‘universal affordable access’ as
a key priority both in its own right and as an enabler of socio-economic development. Pausing

A\\H

to cock a snoop at government’s “indiscriminate privatisation”, the document does manage
to recognise the role of the sector as a business enabler. Because of the document’s seminal,

symbolic significance, it is worth reproducing the section in full:
2.8 TELECOMMUNICATIONS

2.8.1  Telecommunications is an information infrastructure and must play a
crucial role in South Africa’s health, education, agricultural, informal sector,
policing and safety programmes. Under apartheid the provision of
telecommunications was racially distorted. For black people it is estimated that
less than 1 line per 100 persons is in place compared with about 60 lines per 100
white persons. Other countries with comparable per capita wealth have 30 lines

per 100 persons. The situation is far worse in rural areas.

176 1t is unclear quite where these dramatic and subsequently oft-cited figures come from other than via poetic
licence. They differ substantially and improbably from the Coopers and Lybrandt estimates of only a few years
earlier (which had rates of 2,4 and 25 respectively) (1992, pp. 7-9). They are also well out of line with similar
figures from a later study by the UNDP and the ITU (1995, p. 29).
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2.8.2  The existing parastatal Telkom is restricted by heavy debt from engaging
in substantial further borrowing, and an indiscriminate privatisation process has
fragmented the telecommunications system. The lack of infrastructure has also
restricted the provision of services to peri-urban and rural areas. Other
telecommunications networks are not well integrated into the existing Telkom

network.

2.8.3  The telecommunications sector is an indispensable backbone for the
development of all other socio-economic sectors. An effective telecommunications
infrastructure which includes universal access is essential to enable the delivery of

basic services and the reconstruction and development of deprived areas.

2.8.4  The RDP aims to provide universal affordable access for all as rapidly as
possible within a sustainable and viable telecommunications system, to develop a
modern and integrated telecommunications and information technology system
that is capable of enhancing, cheapening and facilitating education, health care,
business information, public administration and rural development, and to develop
a Southern African cooperative programme for telecommunications. In terms of
the RDP, telecommunications services must be provided to all schools and clinics
within two years. (ANC, 1994b)

Later sections in the document deal the need to retain the basic network infrastructure under
public ownership, to create an independent regulator, and to stimulate local

telecommunications manufacturing capacity (ANC, 1994b, pp. 4.6.6-4.6.10).

The key features of the ANC’s positions over the previous three years are all there: the
antipathy to unilateral privatisation and restructuring, the importance of Telkom and its
network for a planned approach to social development and economic growth, but, above all,

the apartheid telephony divide and the imperative of universal access and service.

At the same time that the RDP was being negotiated, the CDITP was developing a more
detailed ANC policy for the sector in parallel. The ultimate formal status of the document is
not entirely clear. The CDITP, writing some years later, refers to it as the “detailed policy
development which underpinned the framing” of the RDP , and goes so far as to claim credit
for the telecommunications sections noted above (1995a, p. 10 & 34). The document itself

too explicitly makes the linkage, and appears to predate the RDP, which it refers to as the
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“Development and Reconstruction Programme” (ANC, 1994a), but there is no public record

of the document’s status.

Ngcaba was central to the authorship of the document, which Pallo Jordan describes as
“interesting” and a “source” for many of the subsequent ideas that filtered through into policy
(interview, 1 December 2014). Felleng Sekha is rather more forceful describing the document
as “brilliant” and “very comprehensive” (interview, 5 December 2014). However, it is likely
that the work had substantial input from the team at the CDITP. Aki Stavrou recalls being
flown up from Durban every weekend for a period of about six months over 1993 / 1994
“basically drafting a new regulatory framework for telecommunications” that would serve as
input into the drafting of a new legislative framework after the 1994 election (interview, 17
October 2014).

‘The ANC Policy for Equity and Efficiency in the Telecommunications Sector’ is a far more
detailed and comprehensive policy articulation than that contained in the RDP. As its title
suggests, it seeks to balance twin goals of addressing the gpartheid telecommunications
divide and of promoting ICTs as an enabler of economic and social development, reflecting
the ‘mixed economy’ approach publicly argued by ANC Secretary General Cyril Ramaphosa
(1993). But it is universal access and service that the document places, for the first time, as
the pre-eminent goal of sector policy. It sets out its “overriding goal” as being the “delivery
of affordable universal access to the telecommunications network, irrespective of race or
location” (ANC, 19944, p. 4).

Of course, the document is far more complex and nuanced than just a statement of a single
goal and a single policy provision. In many ways it reveals the hand of Ngcaba in its alignment

with developing international good practice, calling for:

e A “separation of functions”, with policy vested in the hands of the government and
the Minister, and regulation undertaken by an “independent regulator”, answerable
only to Parliament, and with the standard menu of regulatory responsibilities, ranging

from spectrum management to consumer protection, and, of course, universal service;

e "Public ownership” and development of the “national telecommunications

infrastructure” (notably Telkom, but also Transtel) to meet the goal of “universal

177 The version in the author’s possession is dated February 1994 and marked ‘Draft’, and appears to be the same

version referred to by Horwitz.
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service”, with only limited competition “where it is demonstrable that the prime goal

of universal telephone service will not be harmed”;

e “Meeting the community’s needs” by ensuring that “telecommunications services
should be both physically and financially accessible to all South Africans” through
dramatically ramping up connectivity and through a substantial rollout of payphone

provision;

e Reworking the structure of “tariffs and charges” to eliminate excessive cross-subsidies

and to achieve rate “re-balancing;

e Support for “local industry” and “local manufacture” through “procurement policy”,

particularly on the part of Telkom+;
e The promotion of human resource development and “affirmative action”;

e A “review” of the mobile communications licences, which it still sees as “unilateral”
and “unacceptable”, to ensure the protection of Telkom and the rollout of services to
the poor, with consideration of alternative technologies such as Telepoint®* and
CDMA:e,

e Securing readmission to the ITU and promoting regional co-operation (ANC, 1994a).

Whilst this much more detailed ANC policy, may not be aligned to the international good
practice precepts of privatisation, competition and regulation identified previously, it is
certainly aware of them. The policy’s defence of the public ownership of at least the basic
network, implicitly recognises and reacts to the pressures from business for greater
liberalisation, and reaches its position primarily on the basis of the need for substantial state
intervention through Telkom to provide universal service to the underserved majority of the
country’s population. It is an argument that is essentially based on the assumption of a
natural monopoly, a line of reasoning strongly influenced by the ANC’s historical allegiance to

178 |t proposes a ‘Telkom Act’ to govern Telkom'’s role and (universal service’) obligations, and the creation of a

‘Telecommunications Investment Agency’ to address Telkom’s shortage of capital.

179 Strangely only limited mention is made of black economic empowerment. Local manufacture is what occupies

centre stage.

180 A cheaper cordless telephony alternative to GSM, but with limited mobility, which only allowed outgoing calls
while on the move. Four Telepoint licences were issued in the UK in 1989. All four licensees went under within

two years of launching their services, unable to compete with GSM.

181 CDMA was, according to MTN'’s Karel Pienaar, the technology “favoured” by the CDITP’s Ngcaba and Shope-
Mafole (interview, 6 February 2015).
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nationalisation as a policy, and its grudging slow steps to back away from that position. That
in turn created a fixation on the central role for Telkom which was to bedevil the way in which

universal service obligations were to be conceived once legislative change was effected.

The ANC's huffy response to the imposition of the mobile licences is also strongly present,
although the document stops short of threatening to revoke the licences or to nationalise the
licensees. The policy’s emphasis on ‘local manufacture’ is also reminiscent of the National
Party government’s sanctions-induced policy of ‘import substitution’, but more likely
influenced by the ‘inward industrialisation’ strategy favoured by COSATU and the ANC's
Keynesian Macro-Economic Research Group, MERG (MERG, 1993; Marais, 2001, pp. 124-
126). On the other hand, the strong emphasis on the separation of powers and functions
through the creation of an independent regulator, insulated from political interference,
structured along the lines of the IBA, and answerable only to Parliament, is strongly

reminiscent of the prescriptions of the ITU.

The emphasis of the policy document on universal access and service, may in part chime with
some of the emphasis on ‘meeting basic needs’ that underpins the MERG approach and that
runs through the RDP, but it more strongly echoes the repeated public emphasis on universal
service by key alliance figures (Naidoo, 1993; Ngcaba, 1993; Ramaphosa, 1993). What is
curious is that these UAS policy prescriptions remained generalised and unformed. Universal
service obligations and the creation of a universal service fund were, as already noted, already
being touted as international good practice: yet neither of these so much as receives a

mention.

Nonetheless, this ANC policy document does represent an important and coherent formulation

of policy for the sector, one that puts universal access and service at the forefront.

5.5 Diffusion, Learning and Transfer: The Shaping of UAS
Policy in SA

The various policy developments and interventions in the South African telecommunications
sector leading up to the country’s first democratic election in 1994 need to be considered in
the broader context of policy trends and developments, both global and domestic. The
previous chapter traced the evolution of the international telecommunications regime, centred

on the ITU and the WTO and, to a lesser extent, on the World Bank. Its central norms, as
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identified above, were privatisation, competition and regulation. But to what extent were

those policy norms transferred and adopted in South Africa?

Certainly, many of the pressures and drivers in South Africa were the same as those in play
globally. The diffusion of technologies was clearly taking place, despite the relative degree
of isolation imposed on South Africa as a consequence of apartheid during the 1970s and
1980s. As de Villiers has shown, Telkom presided over an advanced and increasingly digitised
network (1989). Companies like IBM, ITT2 and Barclays had either been suppliers or users
of advanced technologies, before disinvestment and the consequent creation of local spin-
offs - which often retained links to the parent companies from which they had become
divorced. The pressures and demands of business, particularly the big users of
telecommunications and data services, for greater liberalisation have already been noted. In
this they are likely to have been influenced by international business trends and by their
international counterparts: a degree of policy diffusion. Seeking solutions to business
problems and opportunities for new markets, they are likely to have been influenced by
international business trends through membership of global business associations and the
like, and to have taken up the issues and demands of their international counterparts (Cutler,
2002).

The interesting question, however, from the point of view of this study, is the extent to which
national policymakers in South Africa responded to those pressures and drivers by adopting
the norms and principles of the global telecommunications regime, in other words the extent
to which policy diffusion took place. They were certainly in a more fortunate and a stronger
position than countries like Kenya, for whom telecommunications reform grew out of the
barrel of an IMF gun, resulting in “short shrift given to the principle of universal access”
(Muriu, 2002, p. 14 & 22). For example, a 1997 World Bank report, pushing hard for sector
reform in order to “maximise investment opportunities”, is strongly dismissive of the “policy
objective of universal service... [as] inappropriate in the circumstances prevailing in [sub-
Saharan Africa]” (Mustafa, Laidlaw, & Brand, 1997, p. vii & 32). Others too have noted a
similar specific emphasis on “privatization and liberalization [competition] initiatives... in the
context of structural adjustment programs by the IMF and World Bank” (Djiofack-Zebaze &
Keck, 2008, p. 920).

182 Founded in 1920 as International Telephone & Telegraph, US-based ITT is a global manufacturing company

based producing specialty industrial and technological components.
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As has been shown, in the case of the de Villiers report, any diffusion of global policy norms
with respect to the separation of postal and telecommunications services, leading to the
possible privatisation of telecommunications and the creation of a regulatory entity, can only
be inferred, and is, at best, highly indirect and diffuse, since neither the document itself nor
the circumstances of its production (other than its broad privatisation brief) suggest evidence
to the contrary. The Coopers and Lybrandt report - with its continual reference to examples
of practice from other jurisdictions - gives rather more grounds to suspect policy diffusion
at work. Its clearly-held preferences for privatisation and the introduction of competition,
together with its recommendation for independent regulation, suggest that, at the very least,
it was aware of international good practice, even it appears reluctant to refer to this. And, in
the absence, of access to its anonymous authors, it is impossible to determine the extent to
which they drew from the norms and principles of the international telecommunications

regime.

In the case of the policy processes leading to the development of the ANC's incipient policy
on telecommunications, the evidence is rather clearer. The establishment of the CDITP, its
associated capacity-building, and its research and publications activities (not only through its
various research and position papers, but also its journal, 7eleconverse=), all suggest the
creation of an epistemic community, with its work focused on the development and

elaboration of knowledge. As Ngcaba was later to put it, they

conducted extensive seminars on policy and regulatory issues and also engaged
interested stakeholders through the production of a journal called Teleconverse.
The latter publication served as a further tool of nurturing a vibrant debate and
discussion environment and also facilitated knowledge sharing. (Ngcaba, Speech
by the Director General of Communications, Andile Ngcaba, at the

Telecommunications Colloguium, 2001)

Andile Ngcaba was clearly the driving force behind the CDITP and the development of its
policy positions. Ngcaba was by this stage deeply rooted in the ITU, having been involved
there as an ANC representative since the late 1980s, under Secretary General Richard Butler.

Energetic, charismatic, hard-working and keen to learn, he was soon spotted and drawn into

183 The only copy that the author was able to track down is a slim 6-pager from July 1995 with articles discussing

the Telecommunications Green Paper, digital television and the role of a new regulator (CDITP, 1995b).

184 With South Africa having been expelled from the ITU, the ANC, as a liberation movement, enjoyed observer

status.
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the work of the ITU. He considers himself to be very fortunate to have been “exposed to the
ITU, its functions and its work” (interview, 28 January 2015). His involvement with the ITU
over the next few years was extensive, lasting until his appointment a Director General in
1995w+, His work included attending a number of the ITU’s study groups, working on the
preparations for the ITU’s 1992 Additional Plenipotentiary Conference, even helping to draft
a series of booklets on regulation:=. He was also active in at least the first three in the series
of eight colloquiums under the umbrella of ‘The Changing Role of Government in an Era of
Telecom Deregulation’ that ran in the years following that Plenipotentiary Conference, and
describes himself as “very busy with ITU work, running the ANC department, and commuting
back and forth between Johannesburg and Geneva” (Andile Ngcaba, interview, 28 January
2015). He was even approached by Bjorn Wellenius of the World Bank to help set up /nfoDev,
and ICT for development research and funding programme, which collaborates extensively
with the ITU.

All of this means that Ngcaba was very closely involved with the parameters of the
international telecommunications regime emerging at the time (see discussion in the previous
chapter). It also meant that, in setting up the CDITP and in developing ANC policy at the
time, he had a “full network of people that [he] knew then at the ITU to tap into” (Andile
Ngcaba, interview, 28 January 2015). Ngcaba’s involvement with the ITU, then, at the very
least, suggests a close grasp of the issues of privatisation, competition and regulation in the
sector at the time. His enthusiasm in recounting the period suggests the ideas were influential

in shaping his own thinking.

One of the key sources of developing a coherent telecommunications knowledge base for the
ANC and the sector, therefore, was the transnational epistemic policy community Ngcaba was

able to draw on. He cites two works as being particularly influential, books by George

185 |n fact, his appointment letter reached him while he was at an ITU meeting in Geneva in December 1994, and
he took some three months to wind up his ITU commitments before assuming the post. His description of the
conflicting demands of his work in the ANC and that in the ITU betrays a hint that he may seriously have considered

choosing to remain with the ITU rather than returning to become a senior civil servant.

186 According to Ngcaba booklets were published in 1991, and were called ‘Why Regulate?’, ‘What to Regulate?”,

‘How to Regulate?’. The author was, however, unable to verify this or to track down copies.
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Codding® and Jill Hillses respectively. “If you want to know sociology and
telecommunications, read [their] books”, he urges (interview, 28 January 2015). He cites a
number of others as being influential: the ITU’s Tim Kelly»*, Sam Paltridge* of the OECD,

academic Robin Mansells=:,

Ngcaba moved swiftly to draw in the transnational policy community within which he was
embedded. As Stone has suggested, one of the strengths of a think tank like the CDITP is its
ability to reach out to a broader international epistemic community, and thus to act as a
“clearing-house” for knowledge and information, thereby facilitating policy diffusion (Stone,
2000). A stream of international visitors thus followed, at the invitation of Ngcaba, amongst
them: ITU Secretary General Richard Butler and staffer Tim Kelly (who ran a training
programme at the ANC’s Shell House headquarters in 1991 / 1992), academics George
Codding and Jill Hills, and Australian trade unionist Kevin Morgan (Andile Ngcaba, interview,
28 January 2015). Others also mention US academic Robert Horwitz (Felleng Sekha,
interview, 5 December 2014) and India’s Hanuman Chowdaryz (Aki Stavrou, interview, 17
October 2014). The mix does not explicitly suggest a narrow desire “to call on an epistemic
community whose ideas ‘implicitly align” with [a] preexisting political agenda” (Adler & Haas,
1992, p. 374 & 381): expertise from the international telecommunications regime (Butler and
Kelly), is balanced with those with experience of liberalisation in their own countries (Morgan
and Chowdary), spiced with those likely to be sympathetic to a ‘left’, ANC agenda (Hills and
Morgan). It suggests a conscious engagement with the diffusion of policy, an attempt to

187 professor of political science at the University of Colorado, Boulder, with numerous publications on the history
of the ITU and the changes introduced in the early 1990s to his credit. The book title Ngcaba specifically cites -

‘The sociology of telecommunications in the 201" Century’ - does not appear to exist.

188 Hills, J (2002) The Struggle for Control of Global Communication: The Formative Century, University of Illinois
Press and Hills, J (2007) Telecommunications and Empire: Power relations within the global telecommunications

empire, University of lllinois Press. The latter is extensively cited in the previous chapter.
189 Now Lead ICT Policy Specialist at the World Bank and infoDev, interviewed for this research project.

19 Dr Sam Paltridge joined the OECD as a communication analyst in the Information, Computer and

Communications Policy Division in 1993.

191 Now at London School of Economics. She was Professor in Information and Communication Technology

Policy, Science and Technology Policy Research Unit (SPRU), University of Sussex, 1995 — 2000.

192 Dr Chowdary initiated and oversaw telecommunications reform in India, and was the first Chair and CEO of
India’s international connectivity incumbent, VSNL (Videsh Sanchar Nigam Limited), now Tata Communications
(later the majority shareholder in South Africa’s second fixed-line licensee, Neotel). He has also written prolifically

on telecommunications.
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come to grips with the dynamics of international telecommunications reform, and, on that

basis, to fashion a ‘progressive’ agenda.

The training agenda and programmes of the CDITP, either through the identification and
formal training of cadres like Felleng Sekha, or through the delivery of workshops and
programmes in South Africa by people like the ITU’s Tim Kelly, or through the numerous study
tours abroad undertaken by those associated with the CDITP, have already been mentioned.
Building capacity and skills amongst a segment of the population historically and
systematically excluded was high on the agenda of the CDITP, which saw that the “best way
of achieving [the country’s] objectives is to train people with the relevant skills to develop
innovative solutions to the policy, technological and economic issues arising from new
communications technologies and services” (CDITP, 1995a, p. 17). All of these individuals
would have exposed those involved to a slew of policies and practices in a variety of
jurisdictions - of necessity, mostly in the English-speaking developed world=: - all more or
less in the throes of implementing telecommunications reform along the lines of the
recommendations of the ITU, the OECD and the EC. It is therefore likely that those involved
were to varying degrees influenced by the policy prescriptions they encountered.

But the CDITP was also actively engaged in its own research. Aki Stavrou, who had been
drafted in to work with the CDITP, partly on the basis of previous underground work with the
ANC and partly on the basis of academic research: into telephony in rural areas, says there
was a deliberate and “conscious effort on the part of the CDITP to look at international best
practice” (interview, 17 October 2014). Researching international best practice models was
his core task. They looked at legislation and regulation in a number of countries, as well as
at academic commentaries, but also undertook study tours (Aki Stavrou, interview, 17 October
2014) (CDITP, 1995a). Stavrou remembers watching the 1994 inauguration of President
Mandela from an Irish pub while on one such study tour. There were also engagements with

continental bodies such as the Southern Africa Transport and Communications Commission

193 Sweden, Canada, UK, France, Netherlands USA, ITU. Singapore.

194 Cf Stavrou, S (1988) ‘A Study of the Socio-Economic Needs for Telecommunications in Rural KwaZulu, Report
No 1, Centre for Social and Developing Studies, University of Natal, Durban; Stavrou, S (1989) ‘Rural
Telecommunications: A Household Evaluation Study’, Report No 2, Telecommunications Project, Centre for Social
and Development Studies, University of Natal, Durban; Stavrou, S (1989) ‘The Urban & Rural Link in Rural
Telecommunications’, Report No 3, Telecommunications Project, Centre for Social and Development Studies,

University of Natal, Durban.
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(SATCC) and the Pan-African telecommunications Union (PATU):=s. Pragmatically, their choice
of good practice exemplars was influenced by the availability of material in English, but the
degree of “modernisation” and the “level of liberalisation of telecomms policy” were more
substantive selection criteria. Eventually, according to Stavrou, they narrowed the focus down
to five countries: Sweden, the USA, the UK, Spain and Ireland=. Ngcaba suggests that
Mexico and Brazil were also key models (interview, 28 January 2015. Whatever the actual
list of comparator countries, it is an engagement that reflects a conscious effort to learn from
the policies and practices of other jurisdictions, but to filter and interpret these in accordance
with the requirements of the reality in South Africa, a managed policy diffusion. For example,
the CDITP refers to ANC policy as embracing “elements of reform which have found
acceptance in the European Community and in the Green Paper on regulation for African
nations*’, which has been developed by the International Telecommunication Union” (CDITP,
1995a, p. 10).

Interaction with international experts, training and study tours, research into international
good practice - all would have served as channels of policy diffusion. Ngcaba is explicit:
“International best practice did influence what we did”, although he does suggest that the

“influence was far broader than just the ITU” (interview, 28 January 2015).

However, the resistance of the ANC to privatisation and its insistence on the importance of
universal access and service, do suggest a degree of active engagement with the precepts of
international good practice, whether bounded by historical positions on nationalisation or

guided by the realities of the apartheid telephony divide.

5.6 Green Paper: Canvassing Telecommunications Reform

Following the victory of the ANC in the country’s first free and fair and democratic election on
27 April 1994, the newly appointed Minister of Posts and Telecommunications, Pallo Jordan,
embarked on a thorough review and overhaul of the sector. This was effected through a

195 Stavrou remembers meetings in Kinshasa and Yaoundé.

19 |n hindsight, Stavrou notes that they didn’t look at Latin America, Asia, Korea. They did, however, consider

Australia.

197 This was presumably written in anticipation of the adoption of the African Green Paper, which only took place
in Abidjan in May the following year (ITU, 1996a).
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Green Paper (RSA, 1995) and White Paper (RSA, 1996b) process, leading to the 1996
Telecommunications Act (RSA, 1996b).

This process has already been charted in great detail in Horwitz's seminal work (Horwitz,
2001, pp. 178-281). Although it did constitute a move in the “direction of resolution” (Horwitz,
2001, p. 208) in the sense of codifying and laying down the policy framework that was to
shape the ICT sector in South Africa for the next 20 years, it was not without its twists and
turns, its shenanigans and confrontations. What is of interest to us from the point of view of
this research project, is the role and prominence of universal access and service policy within

that codified framework, along with the policy influences that shaped its central features.

5.6.1 Constructing ICT Sector Reform in an Unreconstructed Context

One of the key challenges facing the new ANC government as it moved towards the
implementation of ICT sector reform was the fact that it had to be undertaken within a hostile
institutional environment. The demands that the ANC had made in relation to the
restructuring of telecommunications and the licensing of mobile services at the hands of the
National Party in the years leading up to the first democratic election, together with the policy
positions it had adopted internally and through the RDP, both of which were examined in the
preceding section, meant that carrying through a new policy and legislative framework for the
sector was not something that could be avoided. However, the so-called ‘sunset clauses’ in
the 1993 Interim Constitution, which had enabled the political settlement, by guaranteeing
the National Party a share in the Government of National Unity, and by protecting the jobs of
those in the civil service (RSA, 1993b, p. Sections 88 & 236). The encumbrance of the
bureaucracy inherited from and historically aligned to the gpartheid state acted as a
considerable constraint on the room for manoeuvre of the incoming ANC-dominated
administration (Maphunye, 2002), particularly in the arena of ICTs, subject not only to internal
pressures for reform, but sorely in need of substantial overhaul to align it with international
practice.

The events of the preceding years - in particular, the lack of consultation around the various
reports and the unilateral restructuring of the sector, but also the hostility to the CDITP and
the NTF - would have shown Ngcaba and the ANC that they faced a bureaucracy antagonistic
to their agenda. In the words of Willie Currie, who was to co-ordinate the reform process
from the ANC's side: “we had to deal with an unreconstructed Department” (interview, 18
September 2014). The new Minister, Pallo Jordan, is less diplomatic, describing the
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Department as a place filled with “lots of mischief”, and noting two occasions on which his

desktop computer mysteriously ‘crashed’ (interview, 1 December 2014).

The high levels of antagonism directed towards the ancien policy regime, also spilled over
into distrust and suspicion of the agendas and motives of the (almost entirely white) business
sector. Elsewhere, Currie refers to the sector as characterised by deep “dislocations” in
viewpoint, in particular around “universal service” and the “introduction of competition”
(Currie, 19963, p. 1). He goes on to list some of the profound tensions running through the

sector:

between management and unions in Telkom, between existing telco's and new
entrants whether from local black business or international companies, between
network operators and local equijpment suppliers, between local equipment
suppliers and foreign equijpment suppliers, between Telkom and Transtel and
Eskom, between Vodacom and MTN and cellular service providers (Currie, 19964,

p. 1)

Running the telecommunications reform process through the Department was, therefore, not
an option. But, more than that, the approach to ‘democratising the state’ and society outlined
in the RDP meant that reform of the telecommunications sector needed to be in line with
“publicly-determined priorities” and broadened from the preserve of elite policy-making to
ensure that “historically oppressed communities get the resources they need to participate
meaningfully in planning processes and decision-making” (ANC, 1994b, p. Section 6.3). The
ANC, therefore, needed to ensure the participation of stakeholders, particularly those
disadvantaged by apartheids telecommunications geography, in the process. It was also in
line with a more general developing country trend to allow “societal groups a voice in the
development process” especially where this “will involve and benefit society at large” (Singh,
2002b, pp. 249-250).

This imperative notwithstanding, the fraught nature of the sector must also have made the
ANC wary of attempting to run the process through the NTF, which had been “close to
breaking up” over tensions around “universal access” versus the needs of business (FM,
1995a). Its nature as a stakeholder forum meant that most of the contending interest groups
were around the table, and, therefore, that it would be central to the process. But the balance
of forces was not entirely favourable to the ANC, and its outcomes were not always
predictable. The first secretary-general of the NTF, Fikile Khumalo, alludes to the “fear that
the NTF might be driven too much by business interests” (Khumalo, 2001, p. 184). Horwitz
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also points to an underlying mistrust from the side of the ANC, COSATU and associated
stakeholders, who felt out of their depth, despite the capacity-building work of the CDITP, in
the face of the complex and technical nature of the issues at stake, which engendered
“suspicion and a feeling that malevolent policy provisions would be put in place by white
bureaucrats and businessmen under the noses of the black majority” (Horwitz, 2001, p. 213).
As a result, it was decided to run the process outside both government and the NTF to create
a “point of focus other than the NTF where a full public debate [could] take place” (Currie,
1994). N