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Information and communication technologies (ICTs) are shaping the process of globalisation. Recognising their 
potential to accelerate Africa’s economic integration and thereby its greater prosperity and social 
transformation, Ministers responsible for Communication and Information Technologies meeting under the 
auspices of the African Union (AU) adopted in May 2008 a reference framework for the harmonization of 
telecommunications/ICT policies and regulations, an initiative that had become especially necessary with the 
increasingly widespread adoption of policies to liberalise this sector.   

Coordination across the region is essential if the policies, legislation, and practices resulting from each 
country’s liberalization are not to be so various as to constitute an impediment to the development of 
competitive regional markets.  

Our project to ‘Support for Harmonization of the ICT Policies in Sub-Sahara Africa’ (HIPSSA) has sought to 
address this potential impediment by bringing together and accompanying all Sub-Saharan countries in the 
Group of African, Caribbean and Pacific States (ACP) as they formulate and adopt harmonized ICT policies, 
legislation, and regulatory frameworks. Executed by the International Telecommunication Union (ITU), co-
chaired by the AU, the project has been undertaken in close cooperation with the Regional Economic 
Communities (RECs) and regional associations of regulators which are members of the HIPSSA Steering 
Committee. A global steering committee composed of the representatives of the ACP Secretariat and the 
Development and Cooperation – EuropeAid (DEVCO, European Commission) oversees the overall 
implementation of the project. 

This project is taking place within the framework of the ACP Information and Telecommunication Technologies 
(@CP-ICT) programme and is funded under the 9th European Development Fund (EDF), which is the main 
instrument for providing European aid for development cooperation in the ACP States, and co-financed by the 
ITU. The @CP-ICT aims to support ACP governments and institutions in the harmonization of their ICT policies 
in the sector by providing high-quality, globally-benchmarked but locally-relevant policy advice, training and 
related capacity building.  

All projects that bring together multiple stakeholders face the dual challenge of creating a sense of shared 
ownership and ensuring optimum outcomes for all parties. HIPSSA has given special consideration to this issue 
from the very beginning of the project in December 2008. Having agreed upon shared priorities, stakeholder 
working groups were set up to address them. The specific needs of the regions were then identified and 
likewise potentially successful regional practices, which were then benchmarked against practices and 
standards established elsewhere.  

These detailed assessments, which reflect sub-regional and country-specific particularities, served as the basis 
for the model policies and legislative texts that offer the prospect of a legislative landscape for which the whole 
region can be proud. The project is certain to become an example to follow for the stakeholders who seek to 
harness the catalytic force of ICTs to accelerate economic integration and social and economic development. 

I take this opportunity to thank the European Commission and ACP Secretariat for their financial contribution. I 
also thank the Economic Community of West African States (ECOWAS), West African Economic and Monetary 
Union (UEMOA), Economic Community of Central African States (ECCAS), Economic and Monetary Community 
of Central Africa (CEMAC),    East African Community (EAC), Common Market for Eastern and Southern Africa 
(COMESA), Common Market for Eastern and Southern Africa (COMESA), Southern African Development 
Community (SADC), Intergovernmental Authority on Development (IGAD), Communication Regulators' 
Association of Southern Africa (CRASA), Telecommunication Regulators’ Association of Central Africa (ARTAC), 
United Nations Economic Commission for Africa (UNECA), and  West Africa Telecommunications Regulators' 
Association (WATRA), for their contribution to this work. Without political will on the part of beneficiary 
countries, not much would have been achieved. For that, I express my profound thanks to all the ACP 
governments for their political will which has made this project a resounding success. 

Brahima Sanou 

BDT Director

http://www.comesa.int/
http://www.comesa.int/
http://www.comesa.int/
http://www.watra.org/
http://www.watra.org/
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Introduction 
This report contains results of the individual countries in Southern Africa Sub-Region based on the 
assessment of Cost Accounting and Regulatory Auditing under the ITU-EC joint project for “Harmonisation 
of ICT Policies in Sub-Sahara Africa” (HIPSSA) which aims at developing and promoting harmonized 
policies and regulatory guidelines for the ICT market as well as building human capacity in the field of ICT.  

Within the framework of its joint project with the EU, ITU is responding to the needs of HIPSSA 
beneficiaries and its members by providing regional organization with an up-to-date review of regulatory 
practices regarding regulatory accounting and cost modeling in their respective regions identifying trends 
on which they could build a common approach on regulatory auditing and cost modeling. 

The assessment study involved a review of the description of the cost models and data used by each 
country with the output being the individual country reports contained herein. These country reports 
were subsequently consolidated into a regional assessment report. The various regional reports shall 
subsequently be consolidated into a global assessment report for Sub-Saharan Africa.  

This report covers nine countries namely: Botswana, Lesotho, Malawi, Mozambique, Namibia, South 
Africa, Swaziland, Zambia and Zimbabwe. Angola did not participate in the assessment study. 

Based on this assessment, updated training material will be developed, delivered and embedded into the 
respective networks of regional associations of regulators and ITU Centers of Excellence to ensure a 
sustainable mechanism of delivery. 

This consolidated report has been prepared by Ms. Hilda Mutseyekwa. Special thanks for the useful 
guidance, appropriate interventions and assistance provided throughout the assessment period goes to 
Ms. Saida Ouederni, and the HIPSSA Project Team members including Mr. Sandro Bazzanella, Ms. Carmen 
Prado-Wagner, Mr. Marcelino Tayob, Ms. Asenath Mpatwa, Ms. Ida Jallow and Ms. Hiwot Mulugeta 
among others. 
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1. BOTSWANA 

Location: Southern Africa, north of 
South Africa 

Capital: Gaborone 

Population: 2,098,018 

GDP (PPP): USD 16,400 billion 

No. of Mobile Cellular 
subscribers: 2,900,000 

Source: mundindex.com 

1.1 Introduction 

Botswana is a landlocked country situated in Southern Africa bordering South Africa, Namibia, Zambia and 
Zimbabwe. Diamond mining is the mainstay of the economy whilst tourism is increasingly becoming a 
major contributor as well.  

Mobile-cellular teledensity is over 100% with 2.9 million subscribers (2011) whilst Fixed-line teledensity is 
on the decline, at roughly 7% with 149,600 (2011). Botswana is expanding its digital system with fiber-
optic cables linking the major population centers and other countries in the region as well as digital 
microwave radio relay links to Namibia, Zambia, Zimbabwe, and South Africa. The country has two 
international gateways and satellite earth station - 1 Intelsat (Indian Ocean)  

1.2 Assessment Study on Regulatory Accounting and Cost Modeling 

The Botswana Telecommunications Authority (BTA) responded to the Common questionnaire on 
Regulatory Accounting and Cost Modeling through its Market Analysis Division. The regional expert was 
also fortunate enough to receive the public report by consultants on the cost models used in Botswana. In 
addition to the questionnaire, some desk research was conducted by the Regional Expert. The desk 
research focused on visiting the BTA website to access relevant legislation and reports for use in the 
assessment study. The following documents were major sources of information: 

• Botswana Telecommunications Act. 

• Botswana Telecommunications Authority Tariff Guidelines. 

• Public Final Report for Botswana Telecommunications Authority on Cost Model and Pricing. 
Framework for Telecommunications Services in Botswana; Phase 2: dated 20 September 2010. 

• BTA Media release of 8 February 2011 titled: BTA Directs Telecommunication Operators to 
Reduce Prices.  

http://www.indexmundi.com/south_africa/
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1.3 Findings of the Assessment Study 

1.3.1 Legal and Regulatory Framework 

In Botswana, the strategy for regulatory intervention in the setting of termination rates is cost 
orientation. This is provided for under section 18 of the Botswana Telecommunications Act of 2000 where 
the following excerpts are taken:  

(1) The Authority shall publish, in the Gazette, the principles established by it and 
to be applied in the setting of tariffs by telecommunication systems 
operators and telecommunication Service Providers. 

(2) A licensed service provider of a telecommunication system for local, national or 
cellular telephony shall submit a proposal in writing, to the Authority, in 
respect of the tariff which he intends to apply for the use of his system. 

(7) Where the Authority has approved any tariff, any service provider who exceeds 
such tariff shall be guilty of an offence and shall be liable to a fine of 
not less than P10 000, 00 but not more than P2 000 000, 00 

The objectives for regulatory intervention are: 

• To ensure tariffs are aligned to costs 

• To ensure a reasonable return on investment for licensees 

• To protect the interests of consumers 

1.3.2 Cost Accounting and Regulatory Auditing 

Cost accounting obligations are imposed on all operators but are only applicable when there is need to 
update the costing model. The last update was done in 2010 which calculated mobile termination rates 
(MTRs) up to 2010. The data requested from operators is not subject to regulatory auditing. No regulatory 
auditing framework has been put in place. The regulator has challenges collecting data from operators. 

The Botswana Telecommunications Authority BTA uses a set of tariff guidelines drawn from the SADC 
policy Guidelines on Tariffs for Telecommunication Services of November 2000. 

Key principles of the tariff guidelines include unbundling; cost orientation; transparency and non-
discrimination. Services covered include: 

•  Mobile termination  

• Fixed termination 

• Local fixed retail  

•  Mobile voice retail  

• Local access wholesale  

• Connection charges 

•  Rentals 

• ADSL access  

• wholesale leased lines  

• International internet leased lines 

For interconnection tariffs, the Long Run Incremental Costing (LRIC) methodology is recommended. No 
operator is allowed to charge below cost unless approved by the regulator. 
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1.3.3 Cost Models in Use 

The BTA first adopted the LRIC model for costing of termination rates in 2005 following a detailed study 
on costing and pricing. In January 2010 the Botswana Telecommunications Authority commissioned 
Analysis Consulting of the United Kingdom in association with McCarthy Tetrault LLP of Canada to develop 
a “telecommunications costing model and pricing scheme for telecommunication services”. The study 
covered all fixed and mobile telecommunication services as well as WIMAX based services at a cost of 
US$372,000.  

The model that was developed for MTRs is a customized hybrid model and was developed using data from 
operators in Botswana. With regards to coverage, theoretical coverage and current average coverage of 
existing operators were used in the model. The scorched node approach was used for purposes of 
network dimensioning. The model is not publicly available, but is shared with operators. 

The results of the cost model resulted in a reduction of MTRs from a maximum of BWP0.95 to 
BWP0.45 in 2011 followed by annual reductions up to 2014 as shown below:  

Year 2011 2012 2013 2014 

MTR in BWP 0.453(USD0.13) 0.401(USD0.11) 0.348(USD0.10) 0.295(USD0.08) 

FTR in BWP 0.174(USD0.05) 0.183(USD0.05) 0.191(USD0.05) 0.201(USD0.06) 

Source: Botswana Telecommunications Authority BTA Media release of 8 February 2011 titled: BTA directs 
Telecommunication Operators to Reduce Prices  

Fixed termination rates are to increase by BWP 0.01 every year up to 2014 as shown in the table above. 

For other services that were covered by the study, tariffs for wholesale ADSL access services were 
reduced by a weighted average of 17% for bandwidths of 512Kb/s, 1Mb/s and 2Mb/s. Prices for wholesale 
leased lines were reduced by 43% whilst those for wholesale international Internet leased lines were 
reduced by between 21 to 46%. Future prices for wholesale ADSL and wholesale International Internet 
bandwidth shall be capped at the Consumer Price Index (CPI) published by Statistics Botswana for the 
period 2011-2012. 

1.3.4 Current Tariffs 
• Peak on net retail tariff is Pula 1.35 (USD0.38) per minute 

• Peak off net retail tariff is Pula 1.70 (USD0.47) per minute 

• Mobile Termination rate (MTR) is Pula 0.453 (USD0.13) 

1.3.5 List of Services for Which Prices Are Regulated 
• Mobile termination 

• Fixed termination 

• ADSL wholesale 

• IWG Wholesale 

• WIMAX Wholesale 

• Wholesale leased lines 

• Wholesale international leased lines 
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1.3.6 Challenges and Foreseen Evolutions 

The last dispute to do with interconnection rates was in 2002-2003 between Botswana 
Telecommunications Corporation and Mascom Wireless. The dispute was on mobile to fixed and fixed to 
mobile termination rate levels. Since then there has not been any interconnection dispute.  

No major regulatory shift is anticipated in the near future except for the crafting of a broadband strategy 
and regional harmonization of roaming tariffs. The regulatory framework is already convergence friendly.  

1.3.8 Benchmarking  

Benchmarking was last used as a primary costing tool in 2003 to settle the interconnection dispute over 
termination rates between mobile operator MASCOM and the Botswana Telecommunications 
Corporation (BTC). Since the adoption of a LRIC model in 2005, Benchmarking is now used as a primary 
costing tool for purposes of cross checking the results of cost studies. 
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2. LESOTHO 

Location: Southern Africa, an enclave 
of South Africa 

Capital: Maseru  

Population: 1,930,493 

GDP (PPP): USD 3,784 billion 

No. of Mobile Cellular subscribers: 
1,232,000 

Source: mundindex.com 

2.1 Introduction 

Lesotho is a small, landlocked, and mountainous country whose economy is mainly dependent on 
remittances from its nationalities employed in South Africa, customs duties from the Southern Africa 
Customs Union (SACU), fiscal tax and export revenue. Exports of water to South Africa have also boosted 
the country’s earnings and generated royalties for Lesotho. A small manufacturing base is also developing 
that is based on farm products. 

Mobile-cellular services dominate the market and are expanding with over 1.232 million subscribers 
(roughly 65 per 100 persons) as at end of 2011. Fixed telephone main lines in use stood at 
38,600 as of 2011. 

2.2 Assessment Study on Regulatory Accounting and Cost Modeling 

The assessment study on Lesotho was conducted through the Common questionnaire on Regulatory 
Accounting and Cost Modeling. Other sources of information included the Lesotho Telecommunications 
Act which is available on the Lesotho Communications Authority website. 

2.3 Findings of the Assessment Study 

2.3.1 Legal and Regulatory Framework  

Section 37 of The Communications Act of 2000 stipulates that charges for interconnection shall reflect the 
licensee’s costs based on LRIC which may include a reasonable return on investment. It also allows for 
differences in chargeable termination rates emanating from different cost structures directly attributable 
to providing interconnection services. The regulator, Lesotho Communications Authority (LCA), is 
empowered to determine both the methodology for setting interconnection rates and also determine the 
cost-based rates, after which a price cap is imposed to keep the rates at or below those rates over time. 

http://www.indexmundi.com/south_africa/
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According to the Law, retail rate regulation is imposed on SMP operators and subject to a price cap. SMP 
operators are required to file tariffs to ensure that the prices are cost-oriented. The regulator also 
requires operators that have deployed infrastructure that cannot economically be duplicated to provide 
competitive access at cost-based prices including a reasonable return on investment. The regulator is also 
empowered to specify certain Interconnection Related Services and Mandatory Wholesale Services that 
the SMP operator must provide upon request, at cost-based prices. 

The current regulatory strategy used to intervene in the setting of termination rates is price cap. 
The major goal of the strategy is to enable operators to recover incremental costs. 

2.3.2 Cost Accounting and Regulatory Auditing 

There is no cost accounting framework in place as LCA uses price cap approach for service costing. Plans 
are underway to impose cost accounting obligations but currently the major hindrance is weak legal basis. 
However any other data requested from operators except financial accounts can be audited by the 
Lesotho Communications Authority (LCA). The major challenge faced in the process is usually failure by 
operators to provide relevant data requested by the Regulator. 

2.3.3 Cost Models in Use 

The Lesotho Communications Authority engaged Analysis Mason in 2007 to develop a cost model for 
interconnection rates. The results of the study were a four year glide path which was only implemented 
for the first year. Operators challenged the legality of imposition /implementation of the termination 
results calculated by the Consultants. 

2.3.4 Current Tariffs 

This information was not available. 

2.3.5 List of Services for Which Tariffs Are Regulated 
• Mobile termination services 

• Fixed termination services 

• Leased line services 

2.3.6 Challenges and Foreseen Evolutions 

Future work is focused on adopting a converged regulatory regime. 

2.3.7 Benchmarking 

Benchmarking is done using regional countries. 
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3. MALAWI 

Location: Southern Africa, east of 
Zambia, west and north of Tanzania 

Capital: Lilongwe 

Population: 16,323,044 

GDP (PPP): USD 13,980 billion 

No. of Mobile Cellular subscribers:  
3,952,000 

Source: mundindex.com 

3.1. Introduction 

Malawi is a small landlocked country situated in the centre of Southern Africa. It ranks among the world's 
most densely populated and least developed countries. The economy is mainly agricultural with 
about 80% of the population living in rural areas. Agriculture, accounts for one-third of GDP and 90% of 
export revenues. Tobacco is the major export crop contributing more than 50% of exports. The economy 
largely depends on inflows of economic assistance from the International Monetary Fund (IMF), the 
World Bank, and individual donor nations.  

Mobile-cellular services are expanding but network coverage is limited and mainly based around main 
urban areas. Mobile teledensity stood at about 25 per 100 persons 3.952 million as at end of 2011. Whilst 
fixed main lines in use were 173,500 (about 1 per 100 persons) as at end of 2011. 

3.2 Assessment Study on Regulatory accounting and Cost Modeling 

The assessment study on Malawi was conducted through the common questionnaire on Regulatory 
Accounting and Cost Modeling. Other sources of information included the Malawi Telecommunications 
Act which is available on the Malawi Communications Regulatory Authority (MACRA) website as well as 
articles downloaded from the internet. 

http://www.indexmundi.com/zambia/
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3.3 Findings of the Assessment Study 

3.3.1 Legal and Regulatory Framework 

The Malawi telecommunications Act is lacking on issues relating to tariff regulation and control of 
Significant Market Power (SMP) operators. No strategies are in place for price control as the Malawi 
Communications Regulatory Authority (MACRA) believed in market forces to regulate the market. 
However market forces have failed and there is apparent collusion and cartel behavior that has distorted 
the market dynamics. 

3.3.2 Cost Accounting and Regulatory Auditing 

No cost accounting obligations are imposed on operators in Malawi. Although regulatory auditing is 
provided for in the Telecommunications Act of 1998 for application to all operators, no cost accounting or 
regulatory auditing framework has been put in place. This is largely attributable to lack of skilled 
personnel and resources. Also, the regulator has serious challenges collecting data from operators as the 
law is silent on the obligation for operators to provide information demanded by the regulator. 

3.3.3 Cost Models Used/Planned 

No cost models are in place since the inception of the NRA in Malawi. Interconnection rates have been 
commercially negotiated ever since liberalization took place. However, the operators in Malawi have 
never agreed on interconnection rates. This has forced the regulator to intervene by initially arbitrarily 
imposing termination rates for all operators and eventually imposing Sender Keeps All in 2010. 

3.3.4 Current Tariffs 

Malawi Telecommunications Limited (MTL) currently charges K6 (USD0.10) per minute from previously 
K24 (USD0.41) per minute for calls to both mobile operators.  

3.3.5 List of Services for Which Tariffs are Regulated 

None. 

 3.3.6  Foreseen Evolution and Challenges 

The regulator in Malawi has realized that market forces have failed to regulate the telecommunications 
market particularly in the area of termination rates and prices for telecommunication services. 
Consequently, plans are underway to develop a hybrid costing tool in line with international best practice. 
This will be applicable to all operators. 

Other future plans are focusing on the development of broadband infrastructure. MACRA is looking 
forward to the World Bank regional infrastructure project which it hopes will assist Malawi to connect to 
the undersea cables via Tanzania. The World Bank project also covers the development of e-legislation 
related to broadband initiatives. Already, e- legislation is being developed through the coordination of the 
Reserve Bank of Malawi.  

3.3.7  Benchmarking 

No benchmarking is practised in Malawi. 
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4. MOZAMBIQUE 

Location: Southeastern Africa, 
bordering the Mozambique Channel, 
between South Africa and Tanzania 

Land Area: 

Capital: Maputo 

Population: 23,515,934 

GDP: USD 24.39 billion 

Mobile cellular lines in use: 7,855 

million 

Source: mundindex.com 

4.1. Introduction 

Mozambique is situated along the Indian Ocean rim in Southern Africa. The mainstay of the economy is 
aluminum mining and smelting, which accounts for about one-third of exports. The country is also highly 
dependent on foreign assistance for more than half of its annual budget. There are high Investment 
prospects in titanium extraction and processing; gas sector and garment manufacturing that have 
potential to boost export performance.  

The telecommunications sector is fairly developed with the state playing a big role. The sector is currently 
characterized by weak competition and high operating costs. Mobile cellular services continue to grow 
with 7.855 million subscribers (2011) whilst fixed line subscribers stood at 88,100 (about 35 per 
100 persons) as at end of 2011. Mobile-cellular coverage now includes all the main cities and key roads, 
including those from Maputo to the South African and Swaziland borders. The country also has potential 
to exploit its position along the Indian Ocean coastline as it is the landing point for the EASSy and SEACOM 
fiber-optic submarine cable systems. It has a total of 10 satellite earth stations (5 Intelsat; 
2 Atlantic Ocean and 3 Indian Ocean). 

4.2 Assessment Study on Regulatory Accounting and Cost Modeling 

The assessment study on Mozambique was conducted through the common questionnaire on Regulatory 
Accounting and Cost Modeling. Other sources of information included the report on cost modelling done 
in 2007 which was kindly availed with the assistance from the ITU Regional Office in a confidentially way. 

http://www.indexmundi.com/south_africa/
http://www.indexmundi.com/tanzania/
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4.3.1 Legal and Regulatory Framework  

Regulation of termination rates is provided for in Law no.8 of 2004 and Interconnection decree 
No. 34 of 2001. In addition, Article 57 of the Instituto Nacional das Comunicacoes de Mozambique 
(INCM), Act requires operators with Significant Market Power (SMP) to conduct cost studies for purposes 
of determining interconnection rates as per excerpts below:  

Article 57  
Cost Studies and Accounting Procedures 

1. INCM may require the Operators with a Significant Position to carry out studies on costs and 
accounting procedures in order to determine the basis for the estimation of tariffs. 

2. INCM may require all telecommunications operators and service providers to adopt separate 
accounting procedures for each public telecommunications service provided, which 
requirements will be specified in a separate legislation. 

The objectives of regulatory intervention include: 

• To promote competition 

• To facilitate interoperability of services 

• To ensure reasonable tariff 

Under the Interconnection Decree, interconnection agreements between telecommunications Operators, 
including the setting of rates, are left in the first instance to private commercial negotiations between the 
parties. Under the Interconnection Decree and Organic Statute, the INCM is empowered to step in and 
establish binding interconnection rates, as well as other terms and conditions pertaining to 
interconnection, only after negotiations between operators get deadlocked. 

4.3.2 Regulatory Auditing and Cost Accounting  

According to the law under article 57 on Cost Studies and Accounting Procedures, INCM may require 
operators with Significant Market Power to carry out studies on costs and accounting procedures in order 
to determine the basis for the estimation of tariffs. 

Auditing is conducted on an annual basis at the expense of operators using independent auditors. Areas 
that are covered in regulatory auditing include: 

• Reconciliation of the cost model with statutory accounts 

• Cost allocation and valuation methodologies 

• Cost capitalization  

• Asset valuation 

• Amortization 

• Transfer charges in separated accounts 

4.3.3 Cost Models in Use  

For the period 2003-2007, termination rates in Mozambique were symmetrical and based on 
international benchmarks. In 2007 the Consultant was contracted to develop a cost model for termination 
rates based on LRIC at a cost of USD85,000. The model was custom made for Mozambique and is not 
publicly available but shared with operators. 
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The consultant used data collected from operators in Mozambique i.e. TDM; Vodacom and M-Cel in 
developing the cost model. The results of the cost model were asymmetrical as shown in the table below: 

Mobile and fixed termination rate ceilings 

Name of operator 2008 2009 2010 

TDM fixed 0.9(USD0.07) 0.95(USD0.07)  

M-Cell 2.59(USD0.20) 2.42(USD0.18) 2.5(USD0.17) 

Vodacom 2.98(USD0.23) 2.42(USD0.18) 2.5(USD0.17) 

Source: Consultant Cost model report 2007  

The termination rates are supposed to be reviewed every two years.  

4.3.5 List of Services for Which Tariffs are Regulated 

Tariffs for the following services are regulated in Mozambique: 

• Mobile termination 

• Fixed termination 

• Bit-stream access 

• Leased line 

• Local loop unbundling 

• Access to international gateway 

• Access to IXP 

• Retail fixed voice 

4.3.6 Challenges and Foreseen Evolutions  

No major shift is anticipated in regulation of MTRs. However plans are in place to implement cost 
accounting and regulatory auditing on fixed retail services. INCM is also in the process of reviewing its 
ICT strategy in line with convergence and development of broadband infrastructure.  

4.3.7 Benchmarking 

Benchmarking is used as a complimentary costing tool for purposes of cross checking results of a cost 
study. Countries that are used for benchmarking include countries in the Southern African region as well 
as European countries. The selection criteria favour countries that use Bottom Up cost models of which 
comparisons are made using latest exchange rates. 
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5. NAMIBIA 

Location: Southern Africa, bordering the 
South Atlantic Ocean, between Angola 
and South Africa 

Capital: Windhoek 

GDP (PPP) 2011: USD 16.19 billion 

Population: 2,165,828 

No. of cellular mobile lines in use: 
2,240,000 

Source: mundindex.com 

 

5.1 Introduction 

The Namibian economy is heavily dependent on the extraction and processing of minerals for export. 
Mining accounts for 8% of GDP, and provides more than 50% of foreign exchange earnings. Main minerals 
are gem-quality diamonds; uranium of which (Namibia is the world's fourth-largest producer); zinc; gold 
and other minerals. The Namibian economy is also closely linked to South Africa with the Namibian dollar 
pegged one-to-one to the South African rand. 

Namibia boasts of a fairly well developed telecommunications sector with core fiber-optic network links in 
most centers and links to South Africa; Botswana, Zimbabwe and other neighboring countries. It is also 
linked to the South African Far East (SAFE) submarine cable through South Africa and has 4 Intelsat earth 
stations. Mobile cellular subscriptions stood at 2.24 million (2011) whilst fixed telephone lines were 
140,000 (2011). 

5.2 Assessment Study on Regulatory Accounting and Cost Modeling 

In Namibia, the Communications Regulatory Authority of Namibia (CRAN) was the major contact who 
responded to the Common questionnaire on Regulatory Accounting and Cost Modeling. In addition 
information was also gathered from desk research conducted via Internet from the CRAN website. 
The consultant’s report done by Research ICT Africa was also a major source of information. 

The following documents were additional sources of information: 

• The Communications Act, 2009 Section 53 on Tariffs and Accounting. 

• Research ICT Africa Report on Namibia Benchmarking Study. 

http://www.indexmundi.com/atlantic_ocean/
http://www.indexmundi.com/angola/
http://www.indexmundi.com/south_africa/
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 5.3 Findings of Assessment Study 

5.3.1 Legal and Regulatory Framework 

The Communications Regulatory of Namibia (CRAN) is empowered by to regulate prices for termination 
rates through the Section 49 (11b) of the Communications Act of 2009.  

The Act stipulates that charges for interconnection should not exceed the forward looking incremental 
cost of an operator unless the NRA orders operators to charge symmetrical rates based on forward 
looking incremental costs of any one operator. The Act also gives the NRA the flexibility to prescribe 
benchmark charges based on forward looking incremental costs. 

5.3.2 Cost Accounting and Regulatory Auditing 

Cost accounting obligations on dominant and any other designated operators are provided for in the 
Communications Act of 2009. Such obligations should be based on current costs and activity based 
costing. These have not yet been put place due to the fact that the NRA has limited expertise.  

No regulatory auditing framework has been put in place yet. There is no explicit requirement for 
regulatory auditing in the Law except the requirement that the NRA must verify compliance with cost 
accounting systems and that obliged operators must provide financial information to the NRA promptly 
on request as per details required. 

5.3.3  Models in Use 

The cost model used to determine current termination rates in Namibia is a benchmark model. The model 
was developed by Research ICT Africa in 2009. The principles for the benchmark model are as follows: 

• Termination rates should be based on the cost of an efficient operator. 

• Termination rates should be based on benchmarking with jurisdictions that implemented 
accounting separation or other means to calculate termination costs. 

• Termination rates should be service neutral and technology neutral. 

• Termination rates should be implemented in accordance with Namibia’s ICT policies and 
legislation. 

• Termination rates should facilitate the emergence of IP based Next Generation networks. 

The costs of call termination were calculated based on financial accounts of September 2008 for each of 
the three mobile operators. Direct costs and depreciation costs were divided by the total call volumes for 
each operator whereby the cost of termination was estimated as being 50% of the result for each 
operator. 

According to the consultants’ report, the results of the above exercise indicated that the cost of 
termination was in the region of N$0.20 (USD0.04) to N$0.35 (USD0.07). This tallied with the termination 
costs of an Australian efficient operator. 

Australia was used as a benchmark for Namibia for the following reasons: 

• Its population density which is identical to that of the later.  

• The Australian model used population coverage of 96% and 44% market share for its efficient 
operator compared to that of Namibia’s most efficient operator (MTC) which has 95% coverage 
but commands 85% of the market share. According to the consultants, higher labour costs and 
site costs in Australia are offset by higher traffic per user in Namibia.  
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The benchmark study resulted in the following recommendations: 

• Immediate drop of termination rates from N$1.06 (USD0.16) to N$0.60 (USD0.10). 

• Same termination rate levels for fixed and mobile termination. 

• Glide path to the estimated cost of an efficient operator as shown in the table below: 

Type of Termination rate June 2009 July 2009 Jan 2010 June 2010 Jan 2011 

Mobile termination rate N$1.06 
(USD0.19) 

N$0.60 
(USD0.11) 

N$0.50 
(USD0.08) 

N$0.40 
(USD0.07) 

N$0.30 
(USD0.05) 

Fixed termination rate N$0.63 
(USD0.11) 

N$0.60 
(USD0.11) 

N$0.50 
(USD0.08) 

N$0.40 
(USD0.07) 

N$0.30 
(USD0.05) 

Source: Research ICT Africa Report on Namibia Benchmarking Study of 2009. 

5.3.4 Current Tariffs 
• MTR is N$0.30 (USD0.05) per minute 

• Retail off net tariff is N$0.38 per minute 

5.3.5 List of Services for which Prices are Regulated 
• Mobile termination services 

•  Fixed termination services 

5.3.6 Challenges and Foreseen Evolutions  

There are plans to impose costs accounting obligations on leased lines and local loop unbundling using 
the LRIC methodology. Also, the regulator is to come up with cost accounting regulations for purposes of 
regulating termination/ wholesale services.  

5.3.7 Benchmarking 

Benchmarking is currently used as the primary costing tool. This is largely attributed to the fact that the 
NRA is newly established and hence has not yet acquired the requisite expertise. The NRA is yet to come 
up with cost accounting regulations to enable it to determine tariff levels based on cost orientation. 
Countries that use LRIC cost models and with similar population density are the preferred benchmarks. 
The benchmarks are not taken as they are but are cross checked with results from calculations done using 
operators financial statements and other relevant data such as traffic data. 

About 35 countries are included in the benchmarking exercises from Europe, Australia and some African 
countries. For comparison purposes, all prices are converted using the annual average 
International Monetary Fund (IMF) exchange rates.  
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6. SOUTH AFRICA 

Location: Southern Africa, at the 
southern tip of the continent of 
Africa 

Capital: Pretoria  

Population: 48,810,427 

GDP (PPP): USD 564 billion 

No. of Mobile Cellular subscribers:  
64 million 

Source: mundindex.com 

6.1 Introduction 

South Africa is a middle-income, emerging economy with an abundant supply of natural resources. It has 
a well-developed financial, legal, communications, energy, and transport sectors. The South African Stock 
Exchange is ranked as the 18th largest in the world.  

The telecommunications system is one of the best developed and most modern in Africa with a combined 
fixed-line and mobile-cellular teledensity of more than 140 telephones per 100 persons. The number of 
fixed line subscribers at 4.127 million (2011) lagged behind those of mobile subscribers at 64 million 
(2011). The country is connected to Europe, America and Asia through the SAT-3/WASC; EASSy and SAFE 
fiber-optic submarine cable systems. South Africa has 6 satellite earth stations (3 Intelsat, 
1 Indian Ocean and 2 Atlantic Ocean). 

6.2 Assessment Study on Regulatory Accounting and Cost Modeling 

South Africa participated in the survey by completing the word version of the Common questionnaire on 
Regulatory Accounting and Cost Modeling which was sent to its International Affairs Department who also 
provided details on the cost accounting rules via e-mail. 

Major sources of information included: 

• The Electronic communications Act of 2005. 

• Independent Communications authority of South Africa (ICASA) Termination Rate Regulations 
of 09 April 2010. 

• Detailed Chart Cost Allocation and Accounts. 
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6.3 Findings of the Assessment Study 

6.3.1 Legal and Regulatory Framework  

Chapter 7 section 41 of the Electronic Communications Act gives the Independent Communications 
Authority of South Africa (ICASA) powers to “prescribe regulations establishing a framework for wholesale 
interconnection rates to be charged for interconnection services for specified types of interconnection 
and associated interconnection services, taking into account the provisions of chapter 10“.  

Mobile termination rates are regulated through the Call Termination Regulations 2010/11 pursuant to 
section 67 (4) of the Electronic Communications Act No 36 of 2005. 

The objectives of the regulations include achieving the following: 

• a more efficient access regime 

• a more dynamic retail pricing environment 

• Investment in electronic communication networks 

The regulation of termination services applies to all operators deemed to have Significant Market Power 
(SMP) according to the following criteria:  

• Licensees that have historically benefitted from the allocation of more efficient lower band 
spectrum. 

• Licensees that benefit from economies of scale and scope in maintaining a share of total 
minutes terminating in the respective markets greater than 25% as of June 2009. 

6.3.2  Cost Accounting and Regulatory Auditing 

The relevant provisions to do with interconnection pricing fall under Chapter 10 section 67(f) to (g) of the 
Electronic Communications Act of 2005) which imposes the following obligations on matters to do with 
Access, Interconnection and facilities leasing:  

• Maintenance of accounting separation between matters relating to access, interconnection 
and facilities leasing. 

• A requirement relating to the accounting methods to be used in mandating the separation of 
accounts. 

• Price controls including requirements relating to the provision of wholesale and retail prices in 
relation to matters to do with the provision of access, interconnection and facilities leasing; 
electronic facilities leasing and any other services offered by the licensees. 

• Matters relating to the accounts records and other documents to be kept and made available 
for inspection by the Authority. 

The above obligations are yet to be imposed after the completion of the Cost Accounting Separation 
Regulations which are currently being developed. Prior to 2006, ICASA had cost accounting obligations 
imposed on operators under which operators were required to prepare regulatory financial reports in 
accordance with the Cost Allocation Methodology Regulations in terms of the Telecommunications 
Act of 1996. 
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6.3.3  Cost Models/Tools in Use 

There is no concrete costing model in use by the NRA to determine the level of termination rates. 
However, there is an obligation for SMP operators to submit accounting separation reports to the NRA. 
The three operators have been identified as having SMP arising out of benefitting from spectrum 
allocations. These include Vodacom, MTN and Telkom The accounting reports were used to determine the 
current levels of interconnection rates by simply dividing the relevant network costs and operating costs 
by the traffic using FAC and LRIC methodologies.  

6.3.4  Current Tariffs 

The three operators are to charge the following wholesale voice termination rates from 1 March 2010 
through to 1 March 2014.  

Termination rates from March 2010 to March 2013 

Year Peak % change Off- Peak % change 

2010 R0.89(USD0.18) - R0.77(USD0.15) - 

1 March 2011 R0.73(USD0.15) -18% R0.65(USD0.13) -16% 

1 March 2012 R0.56(USD0.11) -23%  R0.52(USD0.10) -20% 

1 March 2013 R0.40(USD0.08) -29% R0.40(USD0.08) -23% 

Source: ICASA Termination Rate Regulations. 

For wholesale fixed voice termination the following rates have been set for Telkom. 

Year Within ON Area Between ON areas 

 Peak Off Peak Peak Off Peak 

2010 R0.23(USD0.05) R0.12(USD0.02) R0.33(USD0.07) R0.19(USD0.04) 

1 March 2011 R0.20(USD0.04) R0.12(USD0.02) R0.28(USD0.06) R0.19(USD0.04) 

1 March 2012 R0.15(USD0.03) R0.12(USD0.02) R0.25(USD0.05) R0.19(USD0.04) 

1 March 2013 R0.13(USD0.03) R0.12(USD0.02) R0.19(USD0.04) R0.19(USD0.04) 

Source: ICASA Termination Rate Regulations. 

The above termination charges are reciprocal and set for MTN, Vodacom and Telkom. Licensees, who are 
not listed as having SMP arising from frequency allocations or having more than 25% market share in call 
termination services in the respective markets, are allowed to charge higher termination rates. This is on 
condition that they can prove that they are adversely affected by the current spectrum allocation or they 
do not enjoy economies of scale and scope i.e. less than 25% market share of total terminated minutes in 
the relevant market as of June 2009.  

Licensees who qualify for asymmetric termination rates may charge a maximum percentage above cost 
oriented rates set for MTN; Vodacom and Telkom as given in the table below: 

Year Maximum% above rate set for Vodacom, MTN and Telkom 

01 March 2010 20% 

01 March 2011 15% 

01 March 2012 10% 
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6.3.5  List of Services for which Prices are Regulated 

Essentially, price regulation in South Africa is limited to:  

• Wholesale mobile termination services  

• Wholesale fixed termination services only  

6.3.6  Challenges and Foreseen Evolutions 

No major challenges or shifts in regulatory strategies are foreseen in the near future. 
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7. SWAZILAND 

Location: Southern Africa, between 
Mozambique and South Africa 

Capital: Mbabane  

Population: 1,386,914 

GDP (PPP): USD 6,332 billion 

No. of Mobile Cellular subscribers: 
766,500 

Source: mundindex.com 

7.1 Introduction 

Swaziland is surrounded by South Africa, except for a short border with Mozambique. The small nation 
depends heavily on South Africa from which it receives more than 90% of its imports and to which it sends 
60% of its exports. Swaziland's currency is pegged to the South African rand, effectively subsuming 
Swaziland's monetary policy to South Africa. The government is heavily dependent on customs duties 
from the Southern African Customs Union (SACU), and remittances from its nationalities employed in 
South Africa. Sugar is now the main export earner. Mining has declined in importance in recent years with 
only coal and quarry stone mines remaining active. 

The telecommunications sector is fairly modern but not advanced with a combine fixed and mobile 
cellular density of around 60% as at end of 2011. Mobile subscriptions stood at 766,500 (2011) compared 
to 75,800 fixed subscribers during the same period. The country has one earth station (Intelsat, 
Atlantic Ocean) (2009).  

7.2 Assessment Study on Regulatory Accounting and Cost Modeling  

The assessment study for Swaziland is solely based on the completed common questionnaire on Cost 
Accounting and Regulatory Auditing by the Swazi Post and Telecommunications Corporation (SPTCA). 
A phone interview was done to seek clarifications on issues which were not clear from responses to the 
questionnaire. 

http://www.indexmundi.com/mozambique/
http://www.indexmundi.com/south_africa/
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 7.3 Findings of the Assessment Study 

7.3.1 Legal and Regulatory Framework 
Although an independent NRA is not yet established in Swaziland, there is regulatory intervention in the 
setting of termination rates. This is provided for under the Swazi Postal and Telecommunications Act 
Number 11 of 1983. The incumbent operator the Swazi postal and telecommunications corporation 
(SPTCA) is currently the regulator. 

Regulatory intervention for MTRs is based on benchmarking which is done internally by the current 
regulator. The main purpose for regulatory intervention is to ensure that prices are not arbitrarily set. The 
goal for intervention is to ensure value to customers by ensuring justifiable prices that are comparable 
with those obtaining in regional countries. The outcome of such endeavors has been that customers are 
satisfied with the pricing of services.  

7.3.2 Cost Accounting and Regulatory Auditing 
No cost accounting obligations are imposed on operators. This is largely because of the non-existence of a 
regulatory framework to implement and enforce such obligations. More so, the fact that the incumbent 
who is also a competitor to other operators in Swaziland is the current regulator makes it almost 
impossible for the incumbent to receive and analyze competitor cost information for regulatory purposes.  

Although regulatory auditing is mandated in the SPTC Act and operator licenses, no regulatory system is in 
place because of the position of the regulator who is also a competitor. Operators are reluctant to share 
with their business information with the regulator also functioning as incumbent operator and 
competitor. 

7.3.3 Cost Models in Use or Under Development. 

No cost model has been used in Swaziland to determine MTR. The current rates are based on regional 
benchmarks. However there are plans to adopt a hybrid bottom up costing model applicable to all 
operators. This is envisaged to happen when an independent NRA is established. A consultant is going to 
be hired to develop a customized cost model for Swaziland. 

7.3.4 Current Tariffs 
• MTR is Elangeni 0.76. (USD0.17) 

• Retail off net tariff is Elangeni 1.47 (USD0.40) 

7.3.5 Foreseen Evolutions and Challenges 

It is expected that an independent Communications Commission will be set up to replace the incumbent 
operator is acting as the current NRA. The International Telecommunications Union is assisting Swaziland 
with the setting up of a regulatory framework. The target date for the establishment of an independent 
NRA is before the end of 2012.  

Other foreseen developments are the harmonization of roaming rates in the Southern African 
Development Community (SADC) and the introduction of mobile payment systems which are to be 
benchmarked with SADC countries. 

Major challenges that are encountered all revolve around the lack of a regulatory framework that is 
implemented by the incumbent operator. Things are done on an ad hoc need to basis. 
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7.3.6 Benchmarking 

Benchmarking is currently used to cross check tariff levels. Countries included as benchmarks are drawn 
from the SADC region. Three to five countries are usually considered based on similarities in population 
size, population density as well as network type and design. The final decision is drawn from the average 
of selected prices based on best three prices, excluding rank 1 price. For conversion purposes, the annual 
average exchange rates are used. 
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Location: Southern Africa, east of 
Angola, south of the Democratic 
Republic of the Congo 

Capital: Lusaka 

Population: 13,817,479 

GDP (PPP): USD 23,24 billion 

No. of Mobile Cellular subscribers: 
8,165,000 

Source: mundindex.com 

8.1 Introduction 

Zambia's economy relies heavily on copper exports but of late has increased its agricultural output. 
Zambia’s GDP growth has been growing steadily averaging 6% over the past four years.  

The country’s telecommunications market has three mobile operators namely Cell Z, (the mobile division 
of the national operator, Zamtel), MTN (formerly Telecel) from South Africa and Bharti Airtel. The market 
is dominated by Bharti Airtel, commanding a market share of around 65%. Mobile cellular subscriptions 
stood at 8.165 million (2011) whilst fixed subscribers were 85,700 (2011). Landlocked Zambia is now 
connected to international submarine fibre optic cables. This has resulted in significant retail price 
reductions for broadband services. Third generation (3G) mobile broadband services were launched in 
early 2011 and national fibre networks are being rolled out by four different companies. The country has 
two Intelsat satellite earth stations ( (1 Indian Ocean and 1 Atlantic Ocean) all owned by Zamtel. 

8.2 Assessment study on Regulatory Accounting and Cost Modeling 

The Zambia Information Communication Authority (ZICTA) was the key stakeholder involved in the survey 
and major source of information by way of completing the HPSSA common questionnaire on Regulatory 
Accounting and Cost Modeling as well as other reports and models that were shared with the regional 
expert during the Training for Postal Regulators held in Bonn, Germany from 14 to 18 November 2011. 
Other sources of information include: 

• ZICTA Cost of Service Study Report: Price Cap Model: by Price Water House and Coppers (PWC) 
dated 25 August 2010. 

• Zambia Information Communication Technology Act of 2009. 
• ZICTA Long Run Incremental Costing (LRIC) Model Manual for Mobile networks; 04 August 

2010: by PWC. 
• National ICT / Telecommunications Study: Cost of Capital; 24 May 2010: by PWC. 
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8.3.1 The Legal and Regulatory Framework. 
Regulatory intervention in the setting of termination rates in Zambia is provided for in the law through 
the ZICTA competition Guidelines and the Competition and Consumer Protection act of 2010.  

The major goal for intervention is tariff rebalancing and rationalization of chargeable termination rates 
with a view to curb abuse of dominance by SMP operators. 

8.3.2 Cost Accounting and Regulatory Auditing 

No regulatory auditing system is in place. 

8.3.3 Cost models in use 

The current levels of MTRs in Zambia were determined by the use of the PWC Hybrid cost model which 
takes into account network and operating costs of a hypothetically efficient generic operator in Zambia 
and existing operators. The cost of service study was conducted by Price Waterhouse and Coopers in 
August 2010 at a cost of US$1 million. It also included models for data and broadband services as well as 
market studies to identify operators with SMP. 

The objective of the cost studies was to curb anti-competitive behavior on the part of operators with 
SMP. It was observed that operators with significant market power (SMP) can use their market power to 
price their services at below the cost of providing the service with the intention of crowding out other 
operators (predatory pricing) or pricing their wholesale service way above costs (excessive pricing).  

The study focused on five markets in which it was established that at least one operator had (SMP). This 
included markets for both wholesale and retail services as follows: 

• Mobile termination wholesale services 

• Mobile voice retail services 

• Fixed voice wholesale services  

• Fixed termination retail services 

• Transmission wholesale services 

8.3.4  Current Tariffs 

The results were cross- checked using international benchmarks. The results of the cost study for MTRs 
are as follows: 

Year MTR in US$ MTR in Z kwacha 

2009 US$0.066 - 

2010 US$0.059 295 kwacha/min 

Source: Cost of service Study Report by PWC consultants 

Mobile Termination rates are regulated based on the above cost based price ceiling for all operators. The 
mobile termination market is considered as a market in which each and every operator has SMP. The MTR 
levels are restricted to levels not higher than the cost of termination services. However, larger operators 
who can provide termination at lower costs that the above termination rates are allowed to charge lower 
termination rates provided they do it on a non- discriminatory basis and can still be able to charge lower 
on net call rates.  
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Price control is imposed on operators with SMP using a price cap model whereby floor prices and price 
ceilings are set for the following services: 

• Mobile termination wholesale services 

• Mobile voice retail services 

• Fixed voice wholesale services  

• Fixed termination retail services 

• Transmission wholesale services  

Service SMP 
operator Remedy 

Mobile 
termination 

ALL The MTR for all operators set at a ceiling price of US$0.066/min for 2010 
and US$0.059 for 2011 

Fixed 
termination 

ZAMTEL  

Mobile retail Airtel ● Price floor for Airtel Zambia’s on net ( peak and off peak) tariff set at 
US$ 0.10/min or 500 kwacha/min calculated as 1.9 X MTR 0.059 
● Price ceiling for Airtel Zambia off net tariff (peak) set at US$0.41/min or 
2020 Kwacha/min 
● Price ceiling for Airtel’s off net (off peak ) tariff set at US$0.28/min or 
1400 Kwacha/min 

Fixed retail ZAMTEL ● Residential fixed monthly access charge ceiling set at US$4.83 or 21,450 
Kwacha 
● Business fixed monthly access charge ceiling set at US$10.50 or 52,500 
Kwacha 

Transmission 
wholesale  

ZAMTEL Retail minus price control of wholesale leased lines of R-20% cost based 
provision of access services 

Source: Cost of service Study Report by PWC consultants 

8.3.6 Challenges and Foreseen Evolutions 

No major changes to the regulatory strategies are foreseen in the near future because major reviews 
were done in 2010 following the enactment of the ICT Act of 2009. However, efforts are directed at 
establishing a cost accounting and regulatory auditing framework. Major challenges that could hamper 
progress are mainly to do with lack of expertise and skill in the field of service costing. 
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9. ZIMBABWE 

Location: Southern Africa, east of 
West of Mozambique, south of 
Zambia 

Capital: Harare 

Population: 12,817,479 

GDP (PPP): USD 6,579 billion 

No. of Mobile Cellular subscribers: 
9,200,000 

Source: mundindex.com 

9.1 Introduction 

Zimbabwe's economy is growing despite continuing political uncertainty. Following a decade of 
contraction from 1998 to 2008, Zimbabwe's economy recorded real growth of more than 9% per year 
in 2010-11. The mainstay of the economy is mining with platinum, diamonds and gold contributing 
significantly to export earnings. Agriculture is another major activity with tobacco farming contributing 
the bulk of agricultural sector earnings. 

The telecommunications sector is on a growth path after a decade of stagnation. The country has three 
mobile cellular operators NetOne, Telecel, and Econet. Econet dominates the mobile market, with 65% of 
the market share. Mobile subscriptions were 9.2 million as at end of 2011, whilst fixed telephone 
subscriptions stood at 356,000 during the same period. Internet usage has grown significantly over the 
past two years when the country got linked to the undersea cables via Mozambique and Botswana. This 
has significantly reduced the cost of Internet and hence boosted the number of Internet subscribers 
which stood at 1,987,000 as at end of 2011. 

The country has four international gateways which are run by the three mobile operators and the fixed 
operator. 

9.2 Assessment Study on Regulatory Accounting and Cost Modeling 

All the information for the assessment study on Zimbabwe was supplied by the Economics, Competition 
and Tariffs Division within the Postal and Telecommunications Regulatory Authority of Zimbabwe 
(POTRAZ). Mrs Hilda Mutseyekwa who is also the author of this document sourced information from the 
following: 

• Postal and Telecommunications Act of 2000 
• SI 28 on Guidelines on Interconnection 
• POTRAZ tariff proposal guidelines 
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9.3.1 Legal and Regulatory Framework  
The regulation of tariffs including mobile termination rates in Zimbabwe is done in accordance with the 
Section 100 of the Postal and telecommunications Act of 2000. The Act gives Postal and 
Telecommunications Regulatory Authority of Zimbabwe (POTRAZ) powers to prescribe the manner and 
format for all tariff applications. This gives POTRAZ the flexibility to choose appropriate costing 
methodologies to be applied by operators in accordance with the business environment and regulatory 
objectives at any given time. Tariff regulation including for MTRs is applicable to all licensed operators 
regardless of size and market power. 

For MTRs, Statutory Instrument 28 of 2001 on Interconnection Guidelines stipulates that from 
January 2005, all interconnection rates shall be based on forward looking economic costs. Only 
incremental costs incurred in the provision of interconnect services shall be relevant. All interconnection 
charges should be reciprocal and symmetrical. 

9.3.2 Cost Accounting and Regulatory Auditing 

Cost accounting is done through tariff proposal guidelines that are based on the COSITU data collection 
guidelines. All operators submitting tariffs for approval are supposed to adhere to the guidelines, failure 
of which a tariff proposal is rejected.  

Regulatory auditing is usually conducted by staff within the Authority and sometimes by independent 
auditors from private companies. This has been on demand basis and mostly done when operators apply 
for tariff changes. The tariff evaluation usually entails thorough audits of the cost accounting approaches 
and methodologies used by operators. Such methodologies are prescribed by the Regulator in 
consultation with operators. The current tariff proposal guidelines which are under review are based on 
the COSITU Data Collection Guidelines. The NRA also conducts annual inspections on all operators with a 
view to verify information submitted to the NRA in annual regulatory reports.  

9.3.3 Cost Models Used 

Due to economic challenges experienced during the period 2001-2009, the target 2005 deadline to 
implement LRIC based interconnection charges could not be met. This was largely attributable to the 
hyper-inflationary situation which was largely fuelled by a much distorted black market for foreign 
currency. This made planning and projecting very tricky and made implementation of LRIC based 
interconnection rates impossible. Consequently, the regulator had no better option than to rely on 
COSITU to calculate tariffs for all services including interconnection rates. 

The current mobile termination rates are predicated on COSITU model results of US$0.15 per minute 
obtained in April 2009 for the dominant operator. The result was further reviewed to US$0.07 in 
July of 2009 based on projected subscriber and traffic growth.  

The COSITU model is an ITU top down model that is based on the FDC approach to calculate the average 
cost of services based on traffic. The model is available on shelf from the ITU. A mixture of 
Historical Cost Accounting (HCA) and Current Cost Accounting (CCA) methodologies are used where 
appropriate depending on the type of asset and factors that affect the value of assets such as 
technological obsoleteness. The model uses externally prepared cost information and can model both 
historical and forward looking costs. 

Zimbabwe is currently in a transitional period with regards to costing of MTRs. Plans are seriously 
underway to migrate from the COSITU model to LRIC based models as prescribed in SI 28 of 2001 on 
Interconnection Guidelines during 2012. Consultations on the conceptual framework for the cost studies 
will be held before the cost studies are conducted.  
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The MTR of USD0.07 is applicable to all operators both fixed and mobile including Internet Access 
Providers (IAPs) offering VoIP services. 

• The off-net mobile tariff for the dominant operator is USD0.23. 

• The MTRs are set to be reviewed further in 2012-2013 using the LRIC approach. 

9.3.5 List of Services for Which Prices are Controlled 

All tariffs for telecommunication services in Zimbabwe are controlled based on cost justified tariff 
proposals from operators. These include the following: 

• Fixed termination services. 

• Mobile termination services 

• Retail fixed services 

• Mobile fixed services 

• Leased lines 

• Broadband wholesale services 

• Broadband retail services 

• All other data services. 

• VoIP services 

9.3.6 Challenges and Foreseen Evolutions 

Major challenges encountered are to do with costing of packet switched services such as broadband 
services 3G and WIMAX based services given that COSITU is a model suitable for calculating costs for 
circuit switched services. 

Future work is focused on conducting cost studies that are based on efficient operator models using the 
scorched node approach. LRIC will be the costing standard for interconnection rates whilst all retail 
service tariffs will be based on FDC. 

Work is in progress for the adoption of a converged licensing regime. Already, Licensees have been 
allowed to upgrade their licenses to enable them to offer new services as follows: 

• Internet Access Provider ( IAP) Licensees allowed to offer VoIP services 

• Fixed network operator allowed to offer unlimited mobility on its CDMA network 

• Mobile operators offering 3G data services 

9.3.7 Benchmarking 

Benchmarking is mostly used as a complimentary costing tool to verify tariffs proposed by operators. For 
new services such as VoIP and broadband services, the NRA has relied on benchmarking to set tariff rates 
as an interim measure pending the conclusion of costs studies. 

The benchmarking is usually based on Southern African Development Community (SADC) countries and a 
few other African countries that have robust telecommunications markets such as Kenya, Uganda, 
Mauritius and Tanzania. Conversions for purposes of comparison are done using spot exchange rates. 
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