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1 Background 
The Vision 2020 process was initiated by the late former Minister of 
Communications, Roy Padayachee in July 2011 through the signing of the ICT 
Industry Competitiveness and Job Creation Compact. In the compact the Department 
of Communications (DoC) committed itself to working with all role players towards 
achieving 100% broadband penetration and creating one million jobs by 2020. The 
process and its objectives were reaffirmed by the current Minister Dina Pule.  

 
To achieve the objectives, the Department of Communications established six work 
streams:  

• Regulation and policy – chaired by Ms Jackie Huntley, Non-executive director at 
Telkom.  

• Human capital development – chaired by Mr. Joe Makhafola, Altech’s Group 
Executive: Corporate Affairs, Government Liaison & Regulatory 

• Manufacturing – chaired by Mr. Atul Gupta, Managing Director of Sahara 
Computers. 

• Local digital content – chaired by Mr. Nolo Letele, Chief Executive of MultiChoice 
South Africa. 

• Digitizing government – chaired by Ms Nombulelo Moholi, Telkom Group Chief 
Executive Officer. 

• ICT Investment (and job creation) – chaired by Mr. Pieter Uys, Vodacom Group 
Chief Executive Officer.  

 

The Investment in ICTs’ work stream’s objectives was to: 

• Draw together economic perspectives including: the state of ICT in SA 
(current levels of investment and its economic impact) 

• Identify the investment required to attain Vision 2020 targets and funding; and 

• Identify the central approaches to filling the gap between current and targeted 
states. 

Vodacom commissioned the HSRC to provide strategic inputs in support of its role in 
chairing the investment work-stream. This executive summary focuses on highlights 
for the industry work-stream. Vodacom facilitated more than 10 consultative 
meetings that were held with researchers, industry players and members of the 
investment work stream. Another consultative meeting involved the chairpersons of 
other work streams.   
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2 Terms of Reference 
2.1 Central questions: 
We asked the following questions to identify an appropriate investment strategy 
towards Vision 2020. 

• What does it mean to achieve 100% broadband? What vision do we have for 
the “digital citizen”.  

• What is the gap between the vision and current reality?  

• What are the critical investment drivers? What are the investment 
requirements of the ICT Charter?  

• What are the current barriers to investment (in particular, those that 
government can influence)?   

• What are the approaches to serving disadvantaged populations?  

• What approach is required to ensure an adequate and sustainable investment 
track (including operations and support)? What are the central sources of 
investment?  

• What ICT interventions could drive employment creation?  What ICT 
interventions drive the SMME sector? 

• What is the role of key stakeholders to address barriers to investment, and 
approaches to unlocking that involvement? 

 

2.2 Analytical Framework 
The diagram below outlines our work programme and approach.  
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3 Reports and deliverables 
3.1 Overview 
This project focuses on how to achieve investment towards 100% broadband, and 
how to optimise job creation impacts. Vodacom was explicit in wanting an economic 
analysis, as it was felt the engineering and technical aspects were covered 
elsewhere. It should also be remembered that there were other committees working 
on policy, regulation, manufacturing, local digital content, digitising government and 
human resource development. 

 
 

We concentrated on two main lines of thinking:  

• the first looks at the ‘supply side’ or infrastructure investment, and  

•  The second looks at the ‘demand side’ or factors that would draw in more 
data use to take up the capacity and induce further rounds of investment. 

The country case studies helped to contextualise South Africa’s efforts and shape an 
appropriate vision. Finally, we prepared a realistic analysis of where jobs might be 
sourced, whether directly or indirectly.   

 
Four reports have been submitted. These include: 

1. Capital Investment and Policy Dimensions; 

2. Identifying opportunities to drive demand for ICT services; 

3. Potential for Job Creation in the SA ICT Sector; and  

4. Country case studies. 

 
As per the project brief, a series of processes were undertaken in cooperation with 
Vodacom. These included: 

• Two stakeholder roundtables to review proposals made by the National 
Planning Commission on May 3, 14. These offered important contributions to 
the revision of the National Development Plan, especially in respect of 
economic infrastructure. 

• Preparation towards the April DoC ICT Colloquium, including briefing  notes 
for the CEO, and  

• A number of extended investment work stream meetings in March 2012.  
 

3.2 Central contents and findings of these reports 

3.2.1 Meaning of ICT enabled society 
The first step for the project was to come to agreement on the meaning of “100% 
broadband” and the “digital citizen”. All subsequent work relied on these 
understandings. An industry process will require that there is a common 
understanding of what is to be achieved. In all meetings and the colloquium, it was 
clear that even leading industry players have different understandings. Speaking with 
one voice will be critical to achieving targeted objectives. Fragmentation will ensure 
the status quo remains and a range of unintended consequences. 
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Broadband (BB) should be accessible by all citizens in home, schools, clinics, 
factories and offices. Speed of service should be defined by that necessary in each 
location, but at a minimum should enable e-education, eGovernment, e Health, plus 
basic electronic communication. Some industry players expressed concern for 
equity, which to their mind meant equal services for all. However, equity will be 
achieved if the experience is similar and access meets need, recognizing that the 
technical requirements of achieving that experience will differ depending on usage 
and user density. 

 
Figure 1 - overview of service targets for different user groups 

 
Note: Coverage, Speeds, Data and Affordability based on mobile solutions. 
Sources: Akamai, The State of the Internet Q3 2011 Report; World Economic Forum, The Global 
Information Technology Report 2010-2011; ITU, Measuring the Information Society 

 

A common vision for industrial futures is required to follow onto cohesive action for 
the key stakeholders. In all interactions it became clear that the industry lacks a 
common understanding and view on even the most basic language and goals. 

In terms of speed, we believe that most basic services can be provided over 1 mbps 
access. However, 4-5 mbps is preferred for homes with multiple users and small 
business. It will be important to communicate some vision for speeds, especially in 
respect of foreign investors. However, we believe a fixation should not be made of 
speed. Countries such as India are leaders in ICT and IT enabled services and yet 
are slightly behind South Africa in urban access measurements.  
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Figure 2 - speeds needed for different applications 

 
 

More importantly, South Africa should concentrate on measures that matter to our 
needs, which include both equity and economic growth. There are a range of country 
typologies that can help to guide our vision, such as India, the Philippines, Malaysia 
or Lithuania. SA is also unique in some ways with: 

• High inequality – strong and very weak education, health, household 
incomes; 

• Geographic spread, with small population; 

• Capital assets that can be mobilized domestically; 

• Technological capability; 

• Worsening trade profile, with falling global share even in markets 
where we should be competitive. Exports contribute little to 
employment, and 

• ICT offers special opportunity to contribute to solving gaps, both social 
and economic. 

 

3.2.2 Capital investment to achieve 100% broadband 
This report reviews overarching infrastructure investment strategy for achieving 
100% broadband.  The first step involved producing a high level model to assess the 
investment gap, and develop scenarios for the potential cost of filling that gap. It is 
well known that there is a serious information gap with limited industry sharing and 
very little data available from the government entities and Telkom. Our approach 
involved gathering data from Vodacom and other players, producing estimates, and 
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validating them with Vodacom experts, and in a meeting of industry experts. An eye 
to global experience is offered, with examples from Malaysia, Brazil, Korea, Ghana, 
and Kenya.  

The essential findings included: 

• R20 billion to R40 billion investment will be required to achieve 99%-100% 
broadband coverage. This estimate is based on planning assumptions, not 
local detailed engineering estimates.   

o As an indication, if the goal achieved with only wireless, the cost 
would be an estimated $2.6bn. With a combined approach of wireless 
and hybrid-fibre-coax (HFC), the cost might be $3.8bn depending on 
the mix.  

o Reaching the last 1% accounts for R2 to 5 billion of these costs. 

o Current BB communication services address 12% of the population, 
with rural areas largely un-served. Current services are expensive and 
below world standards for quality and speed.  

o Investment is required in multiple network segments – backbone, 
middle mile and last mile.   

 
Figure 3 - Estimates of Infrastructure Investment Required to Achieve 100% BB 
Coverage 

 
• The modeling considers different hybrid wired/wireless approaches.  

o Wireline will be required in urban areas for dedicated access where 
there is high user density (eg schools, offices). 

o Wireless can provide most, but not all, of the needed access 
infrastructure.  
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• These costs could be reduced by up to 40% through a number of strategies 
including: 

o An aggressive approach to sharing non-customer facing assets. This 
is the most important element in reducing costs. 

o Infrastructure sharing with SAPS, MOD, Eskom, Sentech and others 
to speed deployment and leverage investments, and 

o Flexible construction techniques (e.g. direct buried ducts or micro 
trenches). 

In so doing, there are clear benefits to freeing up capital and reducing cost of 
amortization.  

• Appropriate regulation is required to ensure incentives drive desired behavior, 
with respect to backbone, middle mile, and last mile whether in rural or urban 
environments, and in delivery of social infrastructure that underpins demand 
in medium and long term.   

• Spectrum is a public asset and policy needs to be aligned to public goals. We 
are concerned that auction and set asides for social policy purposes might 
not yield long term results desired. 

• Government would ideally play a central role in expediting deployment, while 
encouraging universal service and effective competition. Strengthening of 
oversight and governance of SOEs will be an essential first step. Universal 
Service Funds (USFs) need to be used more effectively. Government 
budgets towards infrastructure are very limited so currently reliance on private 
resources.   Additionally government, both national and provincial level, can 
assist by expediting needed permits and ensuring that for environmental 
permitting purposes appropriate standards are applied for network 
construction applications. 

3.2.3 Driving demand for ICT services 
Growing demand for ICT services will be an essential component of a dynamic 
communications investment environment. In turn, this will have important knock on 
effects in promoting SA’s economic advancement and inclusion.  

We looked at three sources of new demand for ICT services and data. These 
include: 

1. Private users 

2. ICT enabling of non-ICT economic activities 

a. Those that reduce transaction costs and market access generally 

b. Those that facilitate IT enabled services and exports 

3. ICT leadership in goods and services 

In most interactions we have had in both private and public sectors, we see that it is 
believed that the promotion of these different types of users should happen 
consecutively in the development process. An important outcome of the Vision 
2020 process should involve dispelling this notion.  South Africa has the capital 
and technology to achieve category 2 and 3. However, we also have a deep 
commitment to closing gaps in incomes and access to opportunity. ICTs will play a 
major role in enabling access in education, health and business.  Strengthening the 
base of private users will have a dynamic impact on promoting success in category 2 
and 3.  
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This report was substantially informed by both local evidence and global case 
studies. The report offers detailed insights into inhibitors of take up, opportunities to 
stimulate demand, product areas, and sources of finance. The report also offers 
detail on demand side interventions used around the world.  

Category 1- Enabling and expanding a critical mass of digital users will require: 

• improved affordability. Some part of this affordability will be enabled by 
reducing cost of infrastructure, strengthening competition, and ensuring 
effective regulation. It is cost, quality and access that matter. 

• increased availability and relevance of content that guarantees ‘stickiness’ 
of an online experience. The biggest number of users is likely to be sourced 
through eEducation, eGovernment, eHealth and ePayments and transactions.  
Expenditure arising as a result of charter commitments for enterprise and 
socioeconomic development should focus on these areas.  

Industry processes at times introduces many factors, but these are the ones that 
require focused attention. The first area – that of affordability- is by far the most 
important driver of demand for individual users.  
Category 2 – Promoting economic growth of ICT enabled activities could 
emphasize: 

• SME demand with a targeted development of SME app development 
initiatives to expand customized content.  ICT charter commitments to 
enterprise development should be leveraged to this end. 

• Government needs to aggregate its demand, with explicit calls for proposals 
that would stimulate innovation in the private sector. This approach has 
effectively been pursued in some pockets: the story of Eskom in pre-paid 
meters is a good example. There should also be increased enablement of 
electronic transactional services, as has been done by SARS. 

Category 3 – promoting leadership in ICT industries, whether content, services 
or applications 
South Africa does have a base of talented developers, entrepreneurs and capital. 
However, sector stimulation, especially for smaller emerging and innovative players 
is limited. Venture capital is scarce.  Focused development of technology hubs, with 
angel finance and support would help to stimulate these activities.  The industry 
association might also look to improving the relationship with government agencies 
such as the dti in building opportunities for foreign market access. Again the sector 
charter commitments in enterprise development should be leveraged. 

3.2.4 Potential job creation 
Vision 2020 sets a target of one million jobs stimulated by the ICT sector.  There is a 
challenge: many ICT activities may reduce direct job creation. There is very little 
credible data available for the purpose of evidenced based analysis. Employment is 
a “derived demand” meaning that it is mostly created as a result of the demand for 
goods and services. Therefore we looked at demand that might arise as a result of 
improved BB and ICT services by private consumers, large and small firms, 
government, and international trade. 

In the medium term to 2020 (8 years) we believe that the ICT sector could potentially 
create 134,000 jobs directly and stimulate 278,000 jobs indirectly.  The most 
important stimulators will be private consumers and small business. Infrastructure 
investment in BB will create very few jobs and should not be a consideration when 
identifying technologies for roll out.  In the longer term (2030), we believe that 
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business process outsourcing and offshoring (BO&O) is a major opportunity for SA, 
especially in finance and business services. However, employment numbers would 
only be achieved in the longer term. The NDP estimates that 700,000 could be 
generated through BPO&O if the right policies were put in place.  

 
Table 1 - Summary of potential job creation stimulated by improved ICT 
conditions by 2020 

Demand Source 
Direct Job 
Creation 

Indirect Job 
Creation Total 

Private Consumption 0 62 500 62 500 

Private Investment (Large) 24 000 45 300 69 300 

Private Investment (SME) 32 000 56 000 88 000 

Government 1 600 26 000 27 600 

ICT Sector 19 000 0 19 000 

Trade Sector (BPO&O) 58 000 89 000 147 000 

TOTAL 134 600 278 800 413 400 

 

3.2.5 Country case studies 
The report on country case studies reviews evidence and experience in a range of 
peer group countries. The case studies concentrate on demand drivers. They were 
chosen on the basis of being: 

• Comparable a decade ago to SA today (so that we can understand how rapid 
progress is made) 

• Largely comparable in terms of GNI, population size and other metrics 

• We included some African comparisons, even if they didn’t fit the above 
criteria 

Countries include: Bolivia, Colombia, Latvia, Lithuania, Mexico, the Philippines, 
Malaysia, Brazil, India, Kenya, Ghana, and Nigeria.  

These highlight the importance of policies that reduce the price of 
telecommunications and hardware. Strengthening digital literacy is also essential.  
Kenya and Colombia are good examples. However policies that support short 
courses to raise awareness rarely have scaled impact, even though substantial 
public funds are often pointed in this direction. Price and access will generally 
encourage users to get online. Schools and education-based initiatives that draw in 
large numbers of users can have significant impact. The Malaysian smart school 
initiative is a good example. 

Employment creation is rarely driven within the ICT sector. The most significant job 
opportunities directly linked to ICT have been found in BPO&O. However, very few 
countries have achieved any scale. India and the Philippines are the only examples 
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to date. However it should be recognised that IT enabled services are just over a 
decade old, and South Africa will have to write its own script in becoming the next 
leader.  This is a critical opportunity for SA, where employment in traded sectors has 
diminished over time. SA has special capability in financial and business services 
which are the fastest growing BPO&O sector globally. 

4 Suggested way forward 
To realise Vision 2020 objectives, it will be essential that the ICT industry speak with 
one voice on critical matters. Currently, the industry operates in a fragmented way. 
Government is struggling with its SOEs, creating regulatory certainty and in 
governance and oversight. Very little is invested by the state, and the Universal 
Service Funds are not utilised strategically. The most important first step will involve 
firmly establishing the proposed ICT Association, and grouping around a small 
number of top items.  

This will involve a substantial number of small workshops and communication in 
respect of these issues to ensure that industry players are indeed operating with one 
voice. It is unlikely that the large events and colloquiums will have this effect.  

Specific high level recommendations include: 

 
To achieve required capital investment 

• It is urgent that there be a central data collection service to ensure full 
information on infrastructure available. This will be essential in ensuring 
efficient infrastructure roll-out and reducing overlap and over-investment: 
overbuilding can lead to stranded assets. 

• A model for industry infrastructure sharing is required. The report proposes a 
number of scenarios and options in this respect, with emphasis on possible 
roles for Government and SOEs. 

• An approach to industry regulation and governance is needed to achieve 
desired results. There is evidence that the regulatory stance on paper is 
sufficient, but that incentives need to be improved to ensure compliance. If 
so, this is a critical issue in context where government is initiating a multi-year 
review process that may delay decisions and reduce certainty.  

To stimulate demand for BB: 

• South Africa can simultaneously deepen access for private individuals, while 
also building ICT product leadership. These can be done concurrently and do 
not have to be done consecutively as is often thought. This is because SA, as 
a middle income country with high income inequality, has a unique 
combination of challenges in respect of both access and industrial growth, in 
a context of substantial technological capability and domestic capital. 

• By far the most important interventions to expand demand for BB involves 
making BB and hardware more affordable. This should be the focus of 
industry and government intervention.  

• The largest number of new users and digital awareness will be achieved in 
mobile education, and then in mobile health and mobile financial services.  

• Government’s ability to consolidate its demand and drive citizens online to 
effect transactions and use public services will be an essential transformative 
ingredient. To date, there are public statements, but concrete movement is 
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slow. Government can drive innovation through procurement of services, 
crowding in interest by the private sector. The Department of Science and 
Technology has lifted its capability in this regard and should be drawn upon.  

• Special courses to raise awareness for ICT rarely have significant impact and 
should not be the emphasis of industry or government interventions 

• The ICT Charter commitments should be leveraged more strategically for 
enterprise and socioeconomic development, specifically with the aim of 
stimulating ICT goods and services leadership, business entry and 
competition, innovation, the development of industry hubs, developing the 
capability of social services, amongst other activities. These should be 
partnered with Universal Service Funds, and ideally complementary industry 
activities (rather than (or in addition to) each company doing unique 
activities). 

 
On job creation: 

• We prepared evidence based analysis of potential job creation in ICT and as 
potentially stimulated by ICT services. The approach developed here should 
be used as the foundation of further analysis going forward. In a context of a 
new industry where data is weak, there are too many unfounded assertions 
that can lead policy is misguided directions. 

• The target of one million jobs by 2020, which is only 8 years away, seems 
unrealistic even under the best scenario. ICT in itself is not generally a major 
job creator directly. However, it can underpin productivity and 
competitiveness, as well as access for new players, which in turn can 
stimulate growth and employment. This is especially true for small and 
medium enterprise. 

• Our analysis shows that up to 134,600 jobs could be created by 2020 within 
ICT and a further 278,000 indirectly, under the best possible conditions. 

• Construction in ICT will not create many jobs under any circumstances and 
should not be the focus of technology choice. The most important impact on 
jobs will be to fast-track roll out of infrastructure and digital literacy. As such, 
the location for job creation in ICT infrastructure will be located where fixed 
line is installed.  

• The largest number of jobs could be created in IT enabled services, with the 
National Development Plan proposing that SA should aim to create 700,000 
jobs by 2030 in these activities. SA is well placed to capture back office 
processing from US offshored business, with an emphasis on financial and 
business services. This will be the biggest growth opportunity in BPO&O over 
the coming decade, and SA happens to have special competitive advantages. 
However, our industrial policy in regard to promoting BPO&O would need 
substantial strengthening, especially in respect of commercial diplomacy and 
strategy, stimulating non-captive services and human resource development.  

 


