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Our networks are our fundamental 
point of differentiation. 

We’ve invested and continue to invest, 
more than our competitors to give us the 

widest coverage, the capacity to handle massive 
data growth, and the latest technology. 

We believe that investing in our networks 
contributes to the creation of shareholder 

value, and Vodacom has delivered a 
TSR of 261% since listing.

WITH THE CEO& AQ

FROM A COMMERCIAL PERSPECTIVE, HOW DID 
VODACOM PERFORM THIS YEAR?

A This has been one of the toughest years we’ve ever faced. 
Major MTR cuts, a weak economic environment, exchange 

rate volatility and increased price competition all played a part. 
The first half of the year was particularly challenging, but I’m 
pleased to say that by the time we hit the fourth quarter there 
was solid evidence of forward momentum. During the year we 
increased our customer base by 7.2% to 61.6 million 
and Group revenue increased 2.1%. Excluding the 
impact of a 50% cut in MTRs in South Africa, 
Group revenue increased 4.8%. Importantly, 
Group data revenue increased 25.0%, with the 
number of Group active data customers 
increasing 15.9% to 26.5 million and M2M 
SIMs increasing 18.5% to 1.8 million. 

We’ve migrated 78% of our contract customers to integrated 
packages that include voice, data and SMSs, at a better value price 
point. For our prepaid customers we’ve firmly established the 
concept of value bundles, selling an average of 53 million voice 
bundles per month in the fourth quarter. This pricing transformation 
resulted in the average effective price per minute for voice falling 
17.7% year-on-year and our average effective price per MB of data 
reducing 24.1%. This is in addition to even larger price reductions 
last year.  

On top of the step change from pricing 
transformation, the 50% cut in MTRs 

had a huge impact taking out 
R2.0 billion in revenue and 

R1.2 billion in EBITDA. On the 
positive side, we have agreed 

a three-year glide path for 
MTRs, with the major 

impact having been 
taken this year. 

Interconnect 
revenue now 

contributes less than 
5% of service revenue 

in South Africa, so the 
impact going forward of 

further reductions in MTRs 
will be significantly less. 

Taking the price transformation 
and step change in MTRs together, 

we have in effect rebased the 
business in South Africa and now have 

a solid platform from which to grow. 
That’s borne out by the improved performance in the fourth quarter.

Looking at our International operations, we faced strong pricing 
pressure in Tanzania and the DRC, which subsequently stabilised 
in the fourth quarter. Mozambique and Lesotho delivered solid 
performances. Overall, the International customer base grew 
13.7% to 29.5 million and service revenue increased 10.0% to 
R15.3 billion. m-pesa continues to show strong growth, with the 
overall customer base increasing 34.2% to 8.0 million. The quality 
and reach of our networks gives us an important commercial 
advantage, which is why we increased capex by 18.8% to 
R4.7 billion, adding 1 265 new 2G sites and 1 022 new 3G sites.

In terms of profitability for the Group, EBITDA declined 1.5% to 
R26.9 billion. The underlying picture when stripping out the impact 
of MTRs, One-Offs1 and foreign exchange was positive with EBITDA 
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increasing 3.4%. Headline earnings per share (‘HEPS’) at 860 cents 
were down 4.0%. Again, the improving trend in the latter part of the 
year was demonstrated by the fact that the first-half HEPS decline 
of 5.5% reduced to a decline of 2.8% in the second-half.

AND OPERATIONALLY?

A  
We were handed a rough set of external factors this year 

 and I’m pleased to say that we weathered them well. 
We’ve got a number of cost control programmes running throughout 
the business and in particular, we achieved savings in publicity, 
commissions, and transmission lease costs. In South Africa, stripping 
out the impact of MTRs and One-Offs1, operating expenses as a 
percentage of service revenue was stable at 22.7% versus 22.3% 
last year. Given the significant impact of higher electricity costs, 
increased fuel costs due to electricity supply interruptions, inflation, 
rand volatility and increased site rental due to the network 
expansion, we had to work hard to achieve this. Similarly, in our 
International operations, operating expenses as a percentage of 
service revenue (excluding One-Off1 expenses) increased marginally 
from 35.7% to 36.2%, which was a positive result given the 
inflationary pressures in these markets as well. 

From a network operations perspective we had a good year, with 
no major outages in any of our operations. In South Africa, uptime 
improved to 99.4% and the dropped call incidence rate fell to 
0.7%, which is less than half that of the next best competitor. 
This is especially impressive when bearing in mind that at the  
same time we’ve been adding sites at an unprecedented rate and 
introducing new technologies such as LTE/4G and enhanced voice 
services. On top of this, we completed the RAN swap, which reduces 
operational costs and gives us added flexibility when it comes to 
adding new services in future.

GIVEN THE PRESSURES IN THE YEAR, HAVE YOU 
DELIVERED ON YOUR NETWORK INVESTMENT 
STRATEGY?

A  
Our networks are our fundamental point of differentiation. 

 We’ve invested, and continue to invest, more than our 
competitors to give us the widest coverage, the capacity to handle 
massive data growth, and the latest technology. We believe that 
investing in our networks contributes to the creation of shareholder 
value, and Vodacom has delivered a TSR of 261.0% since listing. In a 
year that was anything but plain sailing commercially, we increased 
network investment by 23.4% to R13.3 billion. This is an impressive 
number, a significant portion of which went into adding new base 
stations and to adding our own high capacity transmission. As an 
example, 2 576 new 3G sites were installed across the Group and 
we more than doubled the number of LTE/4G sites to 2 600 in 
South Africa.

While others might consider holding back on investment in this 
difficult economic environment, we have deliberately done the 
opposite. This is to make sure that we not only cater for the growth 
in data demand from existing customers, but also drive growth by 
increasing the addressable market. In South Africa we extended 
3G coverage to 96% of the population and cover 35% of the 
population with LTE/4G. In Lesotho, we’ve now got data coverage 
everywhere we have voice coverage. We’ve developed a low-cost 
base station solution in the DRC to get mobile coverage into areas 
that have quite literally been cut off until now. In each country we 
operate in, we’ve made sure our network sets us apart. And we’ll 
continue to do so. 

SPEAKING OF DATA GROWTH, HOW LONG DO YOU 
THINK IT CAN CONTINUE AT CURRENT LEVELS? 

A  
The number of smartphones active on the network in  

 South Africa increased by 28.4% to 9.3 million, which equates 
to only 30% penetration. The level of smartphone usage in our 
International operations is even lower, so there is still significant 
untapped growth potential. On top of that, the average amount of 
data used per smartphone is growing rapidly. In South Africa, 
average usage grew 37.9% to 342MB/month. This is low when 
compared to average usage of 819MB/month worldwide in 2014; 
indeed, current usage in the USA now surpasses 2GB/month. This 
isn’t set to slow down any time soon, in fact Cisco◊ predicts that 
average monthly usage worldwide will approach 4GB/month by 
2019. In short, we’re convinced that the investment we’re putting 
into our network including both new base stations and extensive 
fibre backhaul is exactly the right thing to do and lays the 
foundation for continued growth.

OTHER THAN NETWORK QUALITY AND REACH, HOW 
ELSE CAN VODACOM DIFFERENTIATE ITSELF FROM 
OTHER NETWORKS?

A  
Having the widest network coverage and fastest connections 

 attracts customers, but it’s important to back this up with 
best-in-class customer service. A simple metric that we track is the 
number of calls to our call centres, which thanks to the actions 
we’ve taken is down 15% year-on-year in South Africa. This is 
despite the increase in customers and in people using data for the 
first time. We’ve achieved this by improving the proportion of 
queries resolved by the first call to our call centre (known as first 
call resolution), and also through providing other self-service 
channels such as the My Vodacom App, which was comprehensively 
revamped during the year. Not only do these initiatives give us an 
edge when it comes to customer care, they also reduce the cost 
of dealing with queries. The key measure of customer satisfaction 
we track is the NPS, which looks at the promoters of Vodacom as 
a proportion of the total number of people surveyed. We have 
mobile network NPS leadership in South Africa, Lesotho, the DRC,  
Mozambique and joint best in Tanzania. 

Note:
◊	 	Cisco	Visual	Networking	Index:	Global	Mobile	Data	Traffic	Forecast	Update	2014	–	2019	white	paper.
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In the year ahead, we’re strengthening our focus on customer 
service and have made 40% of executive remuneration contingent 
on customer appreciation. The measures for this goal are NPS, 
brand consideration, customer-related KPIs, and market shares. 
This is a bold step that reflects how seriously we take customer 
care as a key differentiator.

YOU’VE TALKED ABOUT NEW SOURCES OF GROWTH 
OUTSIDE	OF	VOICE	AND	DATA	–	HOW	IS	THIS	GOING?

A  
I mentioned earlier that the m-pesa customer base in our 

 International operations grew 34.2% during the year. Why is 
that important? Well, in Tanzania where it has been in service the 
longest, m-pesa now accounts for 22.6% of service revenue. 
Building on this success, we launched m-pawa in Tanzania in 
May 2014, a savings and loan product based on a mobile platform. 
The	logic	behind	it	is	simple:	traditional	banks	can’t	service	a	large	
portion of the population economically, so this group is left out of 
the banking system. Vodacom, meanwhile has a trusted and 
efficient money-in, money-out mechanism and in conjunction with 
our banking partner we can help people take savings quite literally 
out from under their mattresses and put them into an account that 
can earn interest. Granting micro-loans using m-pesa transaction 
records to establish affordability is similarly straightforward. We’ve 
already got 1.8 million customers using m-pawa, resulting in an 
increase in m-pesa revenue per user.

We soft-launched m-pesa in South Africa during the year. While 
the uptake is still relatively modest with one million registered 
customers and 76 000 people actively using the service, it is 
gaining traction. Two services that have seen strong growth outside 
traditional voice and data in South Africa are insurance, with 
revenue up 36.0%, and M2M, with the number of SIMs increasing 
15.9% to 1.7 million.

Enterprise has been a strong growth pillar, with revenue 
of R11.4 billion, up 8.8% (excluding Nashua2) from last year. 
Managed services, which is a subset of this and includes cloud, 
hosting, security and connectivity solutions, grew 12.5%, 
with revenue of R2.8 billion. We’re making strong inroads both 
in South Africa and across the rest of the continent through 
Vodacom Business Africa, which has 27 points of presence servicing 
over 40 countries. In conjunction with Vodafone Global Enterprise 
we offer a seamless service to multinational clients wherever they 
do business, both across Africa and worldwide. 

Finally, we’ve started making headway into fibre services, both 
fibre-to-the-business (‘FTTB’) and fibre-to-the-home (‘FTTH’).  
The key to this expansion is that we’ve already invested heavily in 
building our own fibre network in South Africa to connect our 
base stations. This drive towards transmission self-provision was a 
deliberate step to ensure that we have enough backhaul capacity 
for our base stations. These are carrying ever-greater data loads due 
to faster 3G and now LTE/4G technologies. A beneficial side-effect 
is that we now have a fibre network we can use to supply fixed-line 

services and during the year, we commenced the process of 
connecting homes and businesses. 

The acquisition of Neotel would allow us to accelerate this process 
considerably, and the delay in receiving regulatory approval is 
disappointing. This transaction has been with the authorities for 
approval for almost a year now. Every day of delay is a day lost in 
which we could be connecting South Africa.

DELIVERING ON STRATEGY DEPENDS ON PEOPLE.  
HOW DO YOU GO ABOUT BUILDING THE BEST TEAM?

A  
It’s hard to avoid the cliché that people are our most 

 important asset because they really are the soul of the 
company. We’ve worked hard to build diversity in our teams and also 
to reflect national demographics in the countries we operate in. 
Of our staff in South Africa, 74% are black and 44% are female. 
On our Executive Committee, 58% of the members are black and 
17% are female. Clearly there’s still work to do, but we’re making 
progress. In terms of acquiring new skills, we spent R130 million 
during the year on training, and also brought in 77 new graduates 
via our graduate recruitment programme. We also place major 
emphasis on ensuring that talented people are recognised and 
given the chance to grow. Great examples are Matimba Mbungela 
who was promoted to the role of Chief Human Resources Officer 
on our Executive Committee and Godfrey Motsa who was promoted 
to	Chief	Officer:	Consumer	Business	Unit.	Both	Matimba	and	
Godfrey have been through our International assignee programme. 
Yolanda	Cuba	took	up	the	position	of	Chief	Officer:	Strategy	and	
New Business in November 2014.

THE VODACOM FOUNDATION IS CLOSE TO YOUR 
HEART. HOW IS ITS WORK PROGRESSING?

A  
From a socioeconomic development perspective, the 

 single most important thing that Vodacom can do is get 
more people connected to reliable and affordable services.  
There’s a direct link between the availability of mobile data services 
and GDP growth. In a 2012 report∆, the GSM Association found  
that a 10% substitution from 2G to 3G penetration increases GDP 
per capita by 0.15 ppts. The same report found that a doubling 
of mobile data usage increases GDP per capita growth by 0.5 ppts. 
With GDP growth comes job creation, and with job creation we play 
a part in uplifting society. So to put it simply, the more we can do to 
roll out network coverage especially in township and rural areas, the 
more we can increase the availability of data coverage, and the 
more we can get people connected through low-cost devices and 
affordable services, the greater the benefit to society. 

Having said that, our technology uniquely lends itself to more direct 
support for people and groups in need. The specific focus of the 
Vodacom Foundation is on using technology to support education, 
health and safety initiatives. Over the past year, the Vodacom 
Foundation spent R80 million in South Africa, R46.6 million of 
which was spent on education. We’ve done amazing work in 
launching the Vodacom e-school platform to give students free 
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services, M2M and content, we’re aiming for a 5% contribution to 
Group service revenue. Finally, we aim to maintain the growth 
momentum in our International operations and are targeting a 
30% contribution to Group service revenue in three years. 

Cost management remains a critical feature of our operations 
strategy. To achieve ongoing margin expansion, we aim to achieve 
cost efficiencies and are targeting cost growth in each of our core 
mobile businesses of 0.5% lower than revenue growth over the  
next three years.

As I’ve said, we pride ourselves in the quality of our people and 
understand the importance of attracting and keeping the talented 
people we need to deliver on our strategies. We’ll continue to 
concentrate on diversifying our staff base, recruiting new skills and 
developing our people, and keeping them truly engaged. We’ve set 
out to achieve a score of 80 in our employee engagement survey 
over the next three years.

Everything we do and each interaction we have with our 
stakeholders feeds back into our reputation. Unless we’re building 
trust among the people who keep us in business, our strategic plans 
will come to nothing. We’re committed to achieving clear reputation 
leadership among our industry peers in all our markets over the 
next three years. Some of the ways we’ll get this right are to keep 
investing time and focus in proactive engagement with government 
and other stakeholders, particularly in playing our part in meeting 
each country’s broadband goals and contributing to initiatives 
which make a positive impact on the societies we serve.

I’m really proud of what we managed to achieve in the last year, in 
an exceptionally tough environment both in our industry and more 
broadly. This shows just what Vodacom is made of, so I’m excited 
about the year ahead and confident we’ll deliver on the goals we’ve 
set ourselves for the medium-term.

Shameel Aziz Joosub
Chief Executive Officer

access to online learning materials. I’m also really proud of our 
partnership with the Department of Basic Education, which has 
seen us connect an additional 20 ICT resource centres, bringing the 
total number of ICT centres we’ve equipped and connected to 61. 

Our health projects are assisting people in rural areas, particularly in 
our International operations. In Lesotho, we launched a project to 
provide access to HIV treatment to 40 000 children by 2017 using a 
text-to-treatment model. This model is being used successfully in 
Tanzania to provide almost a quarter of a million expectant mothers 
with the information they need to help ensure a successful 
pregnancy. In Mozambique, we’ve used the same model to assist 
people with HIV/aids by sending text messages to encourage them 
to take their medication and attend their appointments.

WHERE TO FROM HERE?

A  
We’ve set 10 clear goals with ambitious three-year targets to 

 drive our performance against our five strategic priorities. 

Our customers are at the heart of our strategy and we’ll continue 
to strive to deliver a truly differentiated customer experience. 
Over the next three years we are targeting clear market leadership 
in all our operations, and we’ll be looking to achieve a consistent 
five-point lead in NPS and leadership in brand measurement 
surveys. To get there we’ll focus on delivering the best value 
through our integrated packages and completing the process of 
price transformation, as well as making sure our distribution 
network is the most accessible and convenient no matter where our 
customers are and what they need from us. Our accelerated capex 
programme is aimed at entrenching our network leadership and 
making sure we give our customers the best network experience, 
and our renewed focus on customer care will challenge us to keep 
our promise of providing the best service.

Despite the macroeconomic pressures in our market, it’s really 
important that we invest effectively in each of our growth pillars to 
ensure we diversify our revenue streams. We’ll push hard to grow 
data revenue to 40% of service revenue through driving data bundle 
take-up, encouraging adoption of smartphones and data-capable 
devices, and improving network quality. We aim to grow our total 
enterprise contribution to 30% of service revenue, and to grow our 
fixed-line business in South Africa. Vodacom Business will continue 
rolling out fibre services to capture the significant opportunity we 
see in this market. If the Neotel acquisition is approved, we’ll be 
able to accelerate our enterprise strategy and also support the 
South African Government’s objective to provide broadband to all 
by 2020. From our new services, which include m-pesa, financial 

Notes:
1.  Service revenue benefitted from a One-Off adjustment of R325 million relating to a change in the accounting estimate of un-recharged vouchers reported in the first-half of the 

year and R164 million due to the consolidation of XLink in the second-half. EBITDA was impacted by a One-Off adjustment of R405 million relating to the write-off of current assets 
in the DRC.

2. In October 2014 we acquired our customer base from Nashua Mobile (‘Nashua’). 
∆	 What	is	the	impact	of	mobile	telephony	on	economic	growth?	A	report	for	the	GSM	Association.


