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CHAIRMAN’S  
STATEMENT
PETER MOYO

Reflecting on the inroads Vodacom has made in democratising 
access to voice and data services over the last 20 years is 
instructive. What comes across in a review of the milestones over 
this time is how each subsequent generation of network 
technology was deployed much faster than the last, and how 
Vodacom has sought to systematically offer better value to 
customers. In combination, this has extended access to voice 
and data services to more people by driving coverage 
and affordability.

Vodacom’s investment in the reach, quality and 
efficiency of our networks, which are our most 
important competitive advantages, has been in 
the order of R70 billion over the last 20 years. 
Adjusted for the time value of money, this 
equates to a staggering R104 billion.

Considering the potential of mobile and particularly data services to 
create socioeconomic value, our cumulative contribution over the 
last 20 years cannot be underestimated. Furthermore, over the last 
five years, we have accelerated the rate of investment in our 
networks to a total of R48.5 billion.

It is gratifying that this sustained level of investment and growth, 
and its implication for the economic and social wellbeing of the 
countries in which we operate, has been achieved while at the 

same time creating significant value 
for shareholders. The total 

shareholder return Vodacom has 
delivered, since listing in 2009, 

of 261.0% is a mark of the 
prudent approach we take 

to balancing sustained 
business growth with 

attractive returns, 
and the effective 

allocation of capital 
this requires.

The Group’s level of 
investment has not 

been curbed even in the 
face of a challenging 

operating context. In the last 
year this has included slower 

economic growth in all our 
markets, constrained consumer 

spending, electricity supply 
constraints in South Africa, and civil 

unrest in Lesotho and the DRC. 
Furthermore industry dynamics such as MTR cuts and intensifying 
competition have bitten into the Group’s revenues. Another 
feature has been the upward pressure on expenses, specifically 
for imported equipment, handsets and IT services due to 
the weaker rand, as well as the inflationary effects of higher 
input costs.

Notwithstanding these pressures, during the year under review, the 
Group accelerated its network investment by 23.4% to R13.3 billion. 
This was focused on providing the capacity necessary to meet the 
growth in data demand, without compromising on quality. Vodacom 
extended 3G coverage to 96% of the South African population by 
the close of the financial year, and has continued to drive voice 
and data coverage in our International operations, including in 
remote areas. 

It is gratifying that 
this sustained level of investment 

and growth, and its implication for the 
economic and social wellbeing 

of the countries in which we operate, 
has been achieved, while 
at the same time creating 

significant value for shareholders.
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Research shows the profound contribution that the mobile 
ecosystem makes to socioeconomic development. In its definitive 
report for 2015, The Mobile Economy, the GSMA states: “In 2014, 
the mobile industry generated 3.8% of global gross domestic 
product (‘GDP’), a contribution that amounts to over US$3 trillion of 
economic value… [from its] direct, indirect and productivity impacts… 
[before including its] broader socioeconomic effects.” The report 
goes on to point out that in 2014, 1.8 billion people in developing 
markets were using mobile phones to access the internet. However, 
penetration remains low with mobile internet access at only 28% of 
the total population in developing nations, as opposed to about 
60% in developed markets. It predicts that by 2020, mobile internet 
penetration rates in developing markets will reach 45% of the 
population, bringing the profound potential of the internet to where 
it is most needed.

One of the best examples of the socioeconomic value the industry 
can create is the development of mobile financial services, which 
are delivering ever greater benefits to customers. New services 
include cross-border remittances, merchant payments and bulk 
payments. The GSMA indicates that in December 2014, mobile 
money users transacted a total of US$16.3 billion through 
717.2 million transactions worldwide. Other mobile financial 
services include mobile insurance, savings and credit, which is 
extending access to these services to those outside the traditional 
financial system. Mobile insurance services are in the early stages  
as the industry finds the right partnership and commercial models, 
but the potential is huge especially in developing markets.

The implication for Vodacom is clear – investing in network capacity 
enables us to offer more voice and data at lower prices to 
customers. The faster we roll out network coverage and get 
low-cost devices into the market, and develop new offerings such as 
mobile financial services, the greater our impact on the 
socioeconomic wellbeing of the countries in which we operate.

To this end, the Group has clear strategies in place, with explicit 
three-year goals approved by the Board in respect of our customer, 
growth, operations, people and reputation priorities. Importantly, 
the growth priority is focused on diversifying our revenues, which is 
critical as our traditional voice revenues come under pressure due 
to pricing dynamics, intensifying competition and the shift to data 
services. It also involves monetising data demand growth through 
more affordable services and devices, growing our managed 
services offering in our enterprise business, accelerating our roll out 
of fixed-line services, and developing new services. 

In April 2014, we increased our equity holding in Vodacom Tanzania 
from 65% to 82.2%, as part of our strategy to increase the 
contribution of our International operations. We expect solid 
growth from our International operations based on relatively low 
penetration rates and moderated but still healthy economic 
growth rates in those countries. In this regard we are disappointed 
that we have not managed to close any additional acquisitions, 

notwithstanding the concerted effort to identify and investigate 
assets on the continent that would be value accretive. The search 
for sensible acquisition targets that correspond to our strategic 
goals continues.

In pursuing our strategy, the Board is acutely aware of the 
importance of regulatory certainty, which allows for proper planning 
in relation to policy requirements, and of ensuring enabling 
conditions for continued and accelerated investment. Conversely, 
the constraints to growth that delays in regulatory decision-making 
pose, require active and ongoing engagement with regulators. 
Group leadership continues to commit significant time and 
attention to collaborating with regulators to find common ground 
between the interests of our stakeholders and the intended aims of 
regulation. A good example of this in South Africa was our input into 
changing restrictive FICA requirements to enable more people to 
access our mobile money transfer service, m-pesa. This has allowed 
us to extend the significant social benefit m-pesa provides by giving 
under-banked individuals access to financial services.

On the other hand, the delay in allocating additional spectrum is 
becoming a serious constraint to our growth strategies. It is 
hampering our ability to continue meeting the rising demand for 
data services and to roll out LTE/4G optimally. Additional spectrum 
would also allow us to alleviate the current strain on voice services 
due to the interim measure of re-farming existing spectrum to 
support data services. As such, the delay is impeding the advance 
towards the South African Government’s 2020 goal of broadband 
for all as part of the National Development Plan.

The key policy frameworks that will affect the allocation of 
additional spectrum in South Africa are still being finalised. The 
Electronic Communications Act currently prescribes 30% direct 
Black Economic Empowerment (‘BEE’) ownership as the pre-
qualification criterion for spectrum or licensing applications. 
Recently published spectrum regulations indicate that  
pre-qualification criteria are either 30% BEE ownership or  
Level 4 or higher BBBEE status. However, until the process of 
harmonisation has been completed between the Department 
of Trade and Industry’s revised BBBEE Codes and the ICT Sector 
Charter, it is unclear what the exact requirements will be and 
what the implications are for Vodacom in obtaining licences for 
additional spectrum.

In the interim, the Board is pleased that the Group has managed 
to retain its Level 2 BBBEE contributor status. Developments in 
this regard during the year included launching the Innovator Trust 
to assist black entrepreneurs in the ICT sector to grow their 
businesses. At 31 March 2015, the Innovator Trust had acquired 
more than 540 000 YeboYethu shares (YeboYethu owns 3.44% 
of Vodacom South Africa) and was supporting 18 small 
and medium enterprises (‘SMEs’) with a two-year business 
training programme.
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Chairman’s statement continued

In pursuit of the Group’s strategy, we are actively managing 
the attendant risks to our customers. The most material of these is 
the increasing threat to information security that comes with 
internet-based services. We continue to implement the world-class 
policies and processes necessary to manage the risk to customers, 
as well as to comply with relevant legislation. Other key risks we 
face include the health and safety of our people and service 
providers, and reducing the environmental footprint of our base 
stations. The Board is satisfied that the Group is managing these 
risks effectively, the details of which are covered elsewhere in our 
integrated report and our supplementary reports online. 

In particular, we continue to monitor the Group’s commitment to 
improving its safety performance and achieving zero fatalities. We are 
pleased to report therefore that the Group had no employee fatalities 
during the year. However, we regret that there were two fatalities in 
our supplier network. Our suppliers are contractually obliged to 
adhere to our six absolute rules on safety and the necessary steps 
were taken in respect of the suppliers concerned. We extend our 
sympathy to the family, friends and colleagues of the deceased.

As we move forward, the Board remains committed to our 
accelerated investment programme, notwithstanding the 
constraints. The efficient allocation of capital will continue to be 
top of mind, as we seek to find the right balance between the 
investment needed to sustain the Group’s ability to generate 
earnings in a highly dynamic environment, and continuing to deliver 
attractive returns to shareholders through our dividend policy. 
Delivering value to customers remains at the heart of our strategy 
and our ability to grow long-term shareholder value. To align the 
variable remuneration of management to the intent of the strategy, 
short-term incentives for the 2016 financial year will be determined 
according to the following measures and weightings: customer 
experience (40%); service revenue (20%); EBITDA (20%) and 
operating free cash flows (20%). This shows how central customer 
experience is to our ongoing success.

The bench strength of leadership is another critical success factor. 
The Board concentrates on succession planning on an ongoing 
basis rather than managing a specific succession event. We have 
formed a clear view of the future requirements in respect of senior 
management positions and continue to ensure that a pipeline of 
talent is available. Furthermore, we continuously review the skills, 
qualifications and independence of our Board members. In the year, 
the evaluation of the Board and its committees found them to be 
effective with no material concerns noted. Improvement areas in 
the year ahead will include a greater focus on scenario planning and 
on driving growth in our International operations.

During the year, Yolanda Cuba stepped down as a non-executive 
director to join Vodacom as an executive and we welcomed 
Priscillah Mabelane as a non-executive director. My thanks are due 
to my colleagues on the Board for their wise counsel over the last 
year, and to the executive team for navigating what has been a 
transformative year for the Group. 

What remains the same as it has been for 20 years is that Vodacom’s 
most valuable contribution to society is to empower people by 
connecting them to reliable and affordable voice and data services; 
and in so doing to extend their positive impacts. We remain inspired 
to realise the profound potential of connectivity to drive economic 
growth and social development, in balance with the interests of all 
our stakeholders.

MP Moyo
Chairman
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Vodacom 
extended 3G coverage to 

96% of the South African 
population by the close of the 

financial year, and has continued  
to drive voice and data coverage  

in our International  
operations, including  

in remote areas.


