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1    Introduction 

1.1   Statement of the Problem 

The Ethiopian telecommunications sector, despite recording rapid growth since recently, is 

still beset with enormous challenges. Diffusion and quality of services of 

telecommunications and ICT in general is very low. Tariff has been very high in segments 

like internet and international call. Still, there is only one operator, the state-owned Ethio 

Telecom, controlling telecommunications facilities with exclusive rights to provide fixed 

and mobile telephony, internet and data services. Although the private sector can engage in 

the provision of resale and value added services, they do not seem to be competitive to or 

alternative for the services of ET. 

 

Telecommunications reform began with the enactment of the 1996 Telecommunications 

Proclamation which, among others, provided for the establishment of a separate regulatory 

body (Ethiopian Telecommunications Agency/ETA) and introduced regulatory measures 

including licensing. However, the reform process itself has been plagued with difficulties. 

There is anomaly in reform sequencing: the telecommunications policy came in 2002, after 

the major telecommunications law of 1996. There hasn’t also been consistent policy to 

guide the reform process. At the start of the reform process a liberalized 

telecommunications market regulated by a semi-independent regulatory body was 

envisaged. Then a U-turn followed: the licensing regime was truncated by a 2002 

legislative amendment where no operator other than the incumbent could be licensed to 

provide telephony, internet and data services, and the semi-independent regulator, ETA, 

was later replaced by a ministerial body.   

 

During its 13 years of existence, ETA lacked the necessary powers and functions to 

effectively regulate the market; it in particular lacked the power to adopt and enforce 

policies and measures. It adopted hugely soft regulatory approach and was very reluctant to 
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take action against failures of the Operator which has been very common. As a result, ETA 

didn’t effect meaningful change either in the market structure or quality of services. In 

contrast, the new regulatory body, the Ministry of Communications and Information 

Technology, which has a Standard and Regulatory Directorate (SRD), has the added 

mandate to initiate and implement policy on telecommunications (ICT) which could be 

useful to push for reform.  

 

However, MCIT (SRD) faces numerous regulatory challenges relating to policy issues, 

legislative constraints, structural problems, technological and market pressures. 

1.2   Research Question and Objective   

Following the 1980 WTO agreement and the EU green Paper of 1987, telecommunication 

liberalization became a widely followed norm all over the world.1 The liberalization 

process is usually preceded by establishment of a regulatory framework. 

Telecommunications policies, laws and regulatory institutions form integral part of such 

framework. Many countries embraced competition and the regulation of 

telecommunications by an independent regulatory body, and ripping the fruits: high 

connectivity, low cost, advanced and higher quality services. However, some countries are 

still clinging to the old paradigm of a sole state-owned telecom operator usually providing 

poor quality, limited, high priced services. Ethiopia is one of such countries. Despite the 

long history of telecommunications in the country, it’s still in its infancy with little changes 

over the ages. Telecom services used to be a luxury, unaffordable to millions, as evidenced 

by the very low penetration. The mobile telephony entered the market late and its reach is 

still very limited, one of the lowest in Africa. The situation is even worse regarding 

internet access, and internet-based services like voice over internet protocol (VoIP) are not 

yet allowed.2  

 

Market failure is clearly evident in the Ethiopian telecommunications sector which 

necessitates regulatory intervention. A separate regulator, the Ethiopian 

Telecommunications Agency (ETA) was established in 1996 to address the issue. 
                                                 
1 Ian Walden 2009   
2 The recently passed Telecom Fraud Offences Proclamation 761/2012 made provision and reception of  
   telecom and fax services through the internet a serious crime punishable up to 15 and 8 years of       
   imprisonment respectively. 
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Furthermore, Proclamation 281/2002 opened up the lower-end markets such as resale and 

terminal equipment maintenance and installation services to private sector participation. 

Valued added services were also added to the ‘competitive’ services category in 2005. 

 

However, more than a decade after the appearance of the regulatory laws and the 

regulatory body, the market is yet to see any meaningful change in structure or services 

provisioning. One wonders then what legacy the ‘separate Regulator’ has left.  

 

There are also other laws aimed to steer the lower value chain of the market such as the 

Resale & Telecenter Directive, the Value Added Services Directive and the Equipment 

Installation and Maintenance Directive. These laws have enabled for the flourishing of 

telecenters, internet cafes, distributors, and so on. Nevertheless, the impact of these small 

service providers in altering the market structure and improving the quality of services 

seems very limited, and it begs the question what significance do these laws have had and 

may have in the future. 

  

With this background, the thesis tries to address the following main issues:  

 

 Whether the Ethiopian telecommunications market (Operator) is properly 

regulated? And what does the regulatory and institutional framework looks like? 

 Whether some developments in the market, especially, the licensing of resellers and       

      value added service providers, are significant to alter the structure of the market  

      and indicate gradual opening up of the telecom market for full competition?  

 What are the main challenges facing the regulation of telecommunications in the  

      country? 

 

The broad objective of the study is to examine the regulatory and institutional mechanisms 

of the Ethiopian telecommunications market with a view to address the above research 

questions. In particular, it aims to examine the regulatory functions and powers of the 

Regulator, the capability of the regulator to steer the development of the telecom market 

and protect interests of consumers, and the importance of opening up of the lower value 

chain of the market and the outsourcing of ETC management.  
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1.3   Justification of the Study 

Research in the telecommunications legal framework in particular is scarce in Ethiopia. 

The major laws governing the sector and their implications escaped thorough scrutiny 

though more than a decade elapsed since their enactment. The (potential or actual) impact 

of the private sector telecom service providers in the market has not been analysed though 

such service providers have been in the market for about a decade.  

 

Further, the significance of the changes undergoing in the telecommunications sector in the 

country like the establishment of a new telecom regulator, the outsourcing of the 

management of the telecom operator, the revision of tariff, the introduction of new 

products and services, the rebranding of the Operator, etc. is not studied. The role and 

effectiveness of the Regulator in effecting positive changes and in protecting and 

advancing interests of consumers is not assessed. 

1.4   Limitations of the Study              

The significant limitation in the process of writing this thesis has been the change of laws 

and institutions governing the main actors in the Ethiopian telecommunications sector. The 

rebranding of the Ethiopian Telecommunications Corporation into Ethio Telecom resulted 

in the termination of the ETC website making access to data more onerous. The 

abolishment of the Ethiopian Telecommunication Agency in particular forced rewriting the 

paper.                                                                      

 

Other limitations include the difficulties encountered due to lack of recent studies or 

reports by official organs in the telecommunications sector, partly due to the transition 

process. Certainly, the transition process of the telecom reform has made the work difficult 

than it should have been. 

1.5   Research Methodology  

The research is intended to be carried out mainly from a legal science perspective. Both 

primary and secondary sources are used in the study. Laws, interviews and personal 

communications are consulted as primary source materials. Books, journals, articles and 

other sources are used as secondary materials. Moreover, experiences of other counties are 

also resorted to whenever necessary.  
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1.6   Chapter Outline  

The thesis is divided into five chapters. The introductory chapter elaborates statement of 

the problem, research questions, justifications, objective, limitations and research 

methodology. 

 

Chapter 2 examines the telecommunications sector in Ethiopia. Brief history of 

telecommunications in the country, ICT policy and contribution of the sector are discussed. 

The structure and performance of the telecommunications market particularly, exclusive 

rights, market segments opened for the private sector and their significance, network 

coverage, service quality and affordability are thoroughly examined. The outsourcing of 

management of ETC/ET, the preludes to it and the changes followed are also discussed. 

 

Chapter 3 examines the telecommunications regulatory framework in the country. 

Regulatory institutions and their powers and functions are examined. The licensing regime 

and practice, standard setting and supervision, tariff regulation and consumer protection 

are all dealt with. 

 

Chapter 4 identifies and critically analyses the challenges of telecommunications 

regulation in the country. Policy and legislative constraints, structural problems and 

technology or market challenges are examined. 

 

Chapter 5 concludes the findings of the thesis and forwards recommendations. 
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2   The Telecom Sector in Ethiopia: Structure and                    

Performance 

2.1   Historical Perspective 

Telecommunications was introduced into Ethiopia within two decades of its invention by 

Alexander Graham Bell in 1874. The first long distance telephone lines were installed 

between Addis Ababa and Harar in 1894 following the newly constructed railway line 

between Addis Ababa and Djibouti.3 An 880 kilometre telephone lines extending to the 

frontiers of Eritrea, the then northern province of Ethiopia, linking many towns along the 

way, were laid between 1902 and 1905.4 Between 1905 and 1913 connections from Addis 

Ababa to Gondar, Gambella, Illubabur, Kaffa and Sidamo were completed. Moreover, the 

introduction of microwave technology and radiotelephony significantly improved domestic 

and national connection.5  

 

However, the communications infrastructure suffered huge destruction by the fleeing 

Italian occupying forces in 1941. The telecommunications development programs in the 

1950s and 1960s focused mainly on restoration and rehabilitation of the infrastructure. 

Between 1952 and 1994, six major development programs were implemented. The notable 

programs include the 5th and 6th development programs where satellites were introduced 

and expanded allowing the introduction of direct TV transmissions from abroad and 

significantly improving voice quality, and increasing demand from the public.  

 

However, the growth of telecommunications was at snail’s pace and its impact in 

transforming the society was limited. For several decades its use has been very limited due 

in part to deep suspicion on the part of the traditional society to such new things and the 

lack of the necessary know-how and resource for expansion. 100 years on, in 1994, there 

                                                 
3 Heavens (2003).  
4 Ibid. 
5 Dawit (1996). 



11 

 

were 140, 000 subscribers, 36 automatic exchanges and 375 manual exchanges in the 

country most of which were found in the capital, Addis Ababa.6 

 

During the 7th development program, implemented between 1994 and 1999, mobile 

technology was introduced which enabled massive expansion of telecommunications 

services. Despite its late entry and initial slow growth, the mobile segment has seen huge 

strides especially since the turn of the second decade of 21st century. 

2.2   Telecom Sector Contribution 

Ethiopia is the second populous nation in Africa, after Nigeria, with an estimated 

population of 85 million people and area of 1.12 million square kilometres.7 82.4% of the 

population lives in rural areas engaged in rain-fade subsistence agriculture which accounts 

for nearly half the GDP of the country. By 2010 Ethiopia’s GDP was $29.7 billion and 

(GNI) per capital income of $358, one of the lowest in the world.8 The literacy rate is 

33.3%. The majority of basic infrastructures are limited to towns where 17.6% of the 

population lives. According to the 2011 UN HDI (Human Development Index), Ethiopia 

ranks 174 out of 187 countries and territories with HDI value of 0.363, lower by 100 points 

from the Sub-Sahara average HDI value of 0.463.9   

 

Industry and the service sector are underdeveloped and combined account for a little over 

half the GDP of the country with service representing around 38%. The communications 

sub-sector accounts a minute percentage; in 2009 it generated revenue of 453 million USD 

representing 1.35% of the GDP and employed 12, 384 workers (2.8% of the total work 

force).10  

 

It is on this backdrop that we examine the telecommunications sector and its regulation in 

Ethiopia. 

                                                 
6 Ibid. 
7 According to the 2007 National Census the total population was 73.9 million with growth rate of   
   2.6%.  The World Bank 2010 estimate is 83 million: rural population 82.4% and urban population 17.6%.       
   While the UNDP 2011 estimate is 84.73 million. 
8 WB, Ibid.  
9 HDI 2011.  
10  ETC Annual Statistical Bulletin 2008/2009. ET has recently made significant workforce reduction. 
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2.3   ICT Policy 

The Ethiopian Government recognizes ICT as enabler for socio-economic transformation 

and as an important industry by itself. Besides the ICT sector policy document, last revised 

in 2006, the sector has been given due emphasis in other policy documents and programs 

including the previous 5 year development program and the current policy document, the 

National Growth and Transformation Plan (GTP) which will be implemented in 2010-

2015.  

 

The policy documents identify challenges (infrastructure, human resource, institutional, 

legal, etc.) and set out objectives, implementation mechanisms and directions. The ultimate 

goal is to transform the backward agrarian society and economy into a knowledge and 

information based society and economy using ICT as a tool of transformation and as an 

industry making key contribution. In general, the ICT Policy focuses on the following 

areas: 

• upgrading and expanding the telecommunications infrastructure, 

• building human resource capacity,  

• transforming the incumbent operator into a state-of-the-art operator,  

• encouraging the private sector and promoting competition in the ICT market, 

• attracting more customers and revenue,  

• diversifying and expanding services and products,  

• developing and promoting the local ICT market,  

• attracting finance to the sector from external and internal sources including public-

private initiatives,  

• improving the institutional and regulatory mechanisms.11 

 

However, neither privatization of the incumbent nor liberalization of the 

telecommunications sector is expressly stated as an objective of the policy documents. The 

policy framework is nonetheless broad enough to embrace pro-competitive measures to 

liberalize the market, notably, by encouraging private sector participation and competition 

                                                 
11 GTP and ICT Policy (2006) 
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through the Public Private Imitative programs. In contrast, privatizing the incumbent will 

require a sea-change, which seems unlikely to happen in the near future.12   

2.4   Exclusive Rights 

The telecommunications sector in Ethiopia has been a public monopoly. The state-owned 

operator, Ethio telecom, renamed several times in its long history, has been the only 

telecommunications network operator and provider of telecommunications services. 

Following licensing request of companies after the adoption of Telecommunications 

Proclamation 49/1996, which took seemingly pro-competition position, the Government 

had to reaffirm the monopoly status of  the then ETC13 thereby extending its more-than-a-

century-old monopoly. Accordingly, fixed and mobile telephony, internet and data services 

are exclusively preserved for ET both at the whole sale and retail level markets. 

  

Proclamation 281/2002 allowed resale and value added services. Internet cafes are very 

common where many have their first experience with the internet, and remain the main or 

only means of internet access for many users. Telephone resellers were also common. 

Since recently, value added service provision seems gaining popularity. However, as will 

be discussed in detail in the following section, such services were not designed to be 

competitive to that of the sole operator’s and do not essentially erode the exclusive retail 

rights of the ‘sole’ Operator.  

 

In addition, ET can participate in any segment of the market. It has statutory privileges and 

duties to: 

•  engage in the construction, operation, maintenance and expansion of networks; 

•     provide all types of services (voice, data, video and related value added services); 

•  provide training; and 

•  engage in any related activities necessary for the achievement of its purposes.14  

 

                                                 
12 Though licensing other operators is highly desirable, privatizing the incumbent may not necessarily be so. 
13 Telecommunications Proclamation 281/2002 
14 The Ethio Telecom Establishment Council of Ministers Regulation No. 197/2010. 
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Since recently, ET is expanding its equipment market presence by supplying mobile 

handsets with free SIM card and free air time or otherwise.15 ET has arrangements with 

many handset suppliers including Samsung and Nokia.16  

 

Despite internal and external pressure, the telecommunications market continues to be 

public monopoly. The fact that the country is one of the three East African nations out of 

WTO has somehow eased the pressure. Ethiopia’s WTO accession process, started in 

2002, has been very slow with no concert yield so far. Among others, privatization of state 

enterprises including ET will be stumbling blocks.17   

 

Other international institutions like the World Bank and IMF have been pushing for change 

of policy. The Government has thus far resisted the pressure. However, in 2002, the 

government made unsuccessful attempts to attract an operator to work in partnership by 

selling part of ETC’s shares. Lack of interest from investors, uncertainty in the market and 

in the regulatory system and the realization by the Government of the strategic importance 

of telecommunications for security were cited as factors.18 As a result, the market 

continues to be a complete state monopoly, one of only two such markets in Africa the 

other being Comoros.19  

Some scholars accustomed with the Ethiopian telecommunications market argue that it is 

riddled with deep-rooted structural problems: inefficient management; unskilled and 

unproductive workforce; acute lack of finance to upgrade and maintain networks; low-

level work attitude; absence of advanced and cutting-age policy and managerial capacity at 

government decision making level and lack of state of the art technical skills.20 Adam 

concludes that the challenges are so fundamental that no short cut cure can be found. In 

other words, no solution short of competition could bring efficiency and effectiveness in to 

the sector sooner. Adam maintains previous attempts to bring efficiency through 

                                                 
15 ET Press Release, April 20, 2012.  
    The bundling of apparatus with services has a potential to give Ethio Telecom a significant position in the    
    market, which has been truly competitive mainly run by the private sector.. 
16 Ibid. 
17 USA and Canada alone have asked about 100 questions on Ethiopia’s application. 
18 Adam (2010) p.7. 
19 ITU 2011 statistics.   
20 Adam (2010) pp.8-9. 
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management reshuffling inevitably failed, and he even seems to predict that the 

management outsourcing contract with France Telecom will not have a different fate.21 

The accuracy of the prediction remains to be seen. 

 

Generally, the market structure continues to be a public monopoly, and what measures will 

be taken following the completion of the transformation program seems unpredictable. 

2.5   Market Segments Opened for the Private Sector 

Despite the monopolistic nature of the telecom market, some segments of the market 

remain open for the private sector. These are: resale services, value added services, and 

cable, exchange and terminal equipment installation and maintenance services. These 

experimental measures were taken between 2003 and 2005. The telecom reform process 

seems to have stalled as no further pro-competitive steps were taken since then. In the 

following sections, we will examine the services opened for ‘competition’ and their impact 

in the market. 

2.5.1     Resale and Telecenter Services     

The concept of resale was introduced into the Ethiopian telecommunications market by the 

Telecommunications Amendment Proclamation 280/2002 and implemented through the 

Resale Directive 1/2002. The services allowed for resale are telephone, fax and internet 

services.22 Individuals or companies can resell either of these services, but it requires a 

telecenter licence to resale more than one service.23 However, resellers are not allowed to 

provide voice services using the internet as internet telephony (VoIP) is prohibited.24 

 

But what is telecom resale? What objectives does it serve and how does it function?  Can 

the form of resale allowed in Ethiopia stimulate competition in telecom services?  

 

Telecommunication resale service is not defined in a general sense. Instead, Resale 

Directive Article 2 provides specific definitions for each of the telecommunication services 

allowed for resale. Accordingly, telephone resale is defined as ‘‘… local call, long distance 

                                                 
21 Ibid. p.8. 
22 Resale Directive 1/2002. Article 4. 
23 Ibid, Article 5 (1&2). 
24 Ibid, Article 13(2).  
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call or international call services provided to a third party by charging service fees using 

fixed or cellular mobile phones. Where there is a special agreement, it shall also include 

the service of receiving message.’’ Fax resale is defined as ‘‘… a service provided for a 

third party for sending or receiving fax messages by charging service fees’’. And Internet 

resale service is defined as ‘‘… an internet browsing or e-mail sending and receiving 

service provided for a third party by charging fees’’. 

 

In other jurisdictions and in legal literature, resale is understood as an act of subscription 

by an entity to the services and facilities of an underlying carrier on a whole sale or 

discounted basis for the purpose of reoffering or reselling the services and facilities to its 

own customers (with or without adding value) for profit.25 

 

The concept of resale in the Ethiopian telecommunications market does differ in important 

ways. First, resale services are provided in defined place(s); the reseller should be licensed 

to provide resale or telecenter service in a specific location. And resale services can be 

provided with just a single phone line or internet account. The services are provided using 

the phone or fax line(s) or internet account(s) to people who come to the business place of 

the reseller. Hence, the type of resale service permitted is location based, more akin to 

public pay phone station services rather than leasing bulk phone numbers or bulk minute 

purchase for reoffering to customers. Issues like rebranding are thus not possible. 

 

The other important departure is in relation to resale tariff. The service charge for most of 

the telephone resale services (fixed phone to mobile phone, local, long distance and 

international calls) is predetermined by the Directive.26 Resellers are charged for every 

minute of call originated at the prevailing ET per minute tariff. Resellers in turn add a 

charge on ET per minute tariff when they resale it to customers. Hence, unlike the practice 

of resale elsewhere, resellers profit not from bulk minute or discounted purchase and 

offering it at prices competitive with that of the network operator’s retail services but by 
                                                 
25 Larson defines resale as ‘‘… the ability of a firm to purchase a service on a wholesale basis, for the 

purpose of reselling that same service, either alone or in combination with other services or features    
to end users in direct competition with the original service provider’’. Larson (1996), p.57. 

    The US Federal Communications Commission (FCC) defined resale as “an activity wherein 
    one entity subscribes to the communications services and facilities of another entity and then reoffers 
    communications services and facilities to the public (with or without ‘adding value’) for profit.” 
26 Resale Directive 1/2002. Annex III. 
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charging resale service users more than ET’s retail tariff. The tariff determined in the 

Directive and was applicable until recently27 is birr 0.20 in 3 minutes for local calls. 

Resellers pay, like any other customer, 0.20 birr in 3 minutes of local call to ET and resale 

it at 0.40 birr for users. The resale price for long distance, international and mobile calls is 

an additional birr 0.30, 0.95 and 0.25 respectively on ET’s per minute tariff. The added 

charge makes resale services more expensive and hence unattractive and uncompetitive. 

                            

Thus, the method of resale service pricing used seems at odds with the generally accepted 

price rule for resale services, i.e., retail price minus avoided retail costs.28 At the expense 

of resale service users and resellers, ET profits more from selling services to resellers than 

it does to its customers as it avoids retail costs.  

 

Service charges for fax, internet and mobile phone resale services are left for resellers to 

determine.29 These are the areas where competition based on price has been possible albeit 

only among resellers. However, as the only obligation imposed on ET is not to charge 

resellers higher prices than its customers30 and as there is no competitive operator, there 

seems no motivation for ET to provide discounted services for resellers. As a result, ET 

sells its services to resellers at its retail tariff in such segments as well thereby affecting the 

competitiveness of these services. 

 

The goal of allowing resale services in Ethiopia is not to spur competition in the 

telecommunications sector ‘‘by allowing new entrants that may initially lack the necessary 

capital to build their own networks and small competitors that will not become facilities 

based competitors to provide services using the facilities of the incumbent operator’’.31 

Rather, achieving universal access of telecommunication services is the stated objective of 

resale services.32 Telecenters and resellers will make telecommunication services available 

to underserved areas. In 2003 this seemed to make sense as local call centres or exchanges 

were sparse and many people did not have phone lines or handsets and many places 

                                                 
27 For the current tariff see Section 2.8.  
28 ICT Regulation Toolkit  
29 Resale Directive 1/2002, Article 10 (3). 
30 Ibid, Article 10 (1) 
31 The other two methods are facilities based competition and unbundling of network elements. 
32 Resale Directive 1/2002, Preamble. 
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especially rural areas and outskirts of cities did not have mobile network coverage. As will 

be discussed latter, the picture is quite different now thereby reducing the importance of 

resellers.  

 

In essence, the resale scheme seems to be envisaged as temporary measure of making 

telecom services available, though at higher price, to underserved areas until ET reaches 

out. Once ET makes its services available resellers die out as the additional fees they 

charge to make profit makes them unattractive to users and uncompetitive as alternative 

service providers. In fact, telephone resellers are now disappearing fast from the market as 

cheap handsets and discount SIM card are rapidly enabling the public to get ET’s services 

at normal tariff.33 Although internet resale seems booming it is because internet cafes are 

the only means of accessing internet as direct access to ET services through subscription 

are off-limits for many people. 

 

Thus, resale services cannot bring its beneficial effects: drive prices down for consumers, 

bring consumer choice, stimulate usage of the incumbent’s network thereby benefitting the 

latter and stimulate overall growth in the telecom sector. The type of resale that naturally 

occurs in many countries as a natural part of the development of the telecom market34 is 

yet to occur in Ethiopia. And any hope that the Resale Directive could lead to a gradual 

opening up of the market is dashed almost out rightly by its design. At best, it has been 

serving as means of making services available, at higher price, to people who could not 

have access or would have to travel long distances.  

2.5.2     Value Added Services 

Value added services (VAS) were not specifically mentioned in the Telecommunications 

Amendment Proclamation 280/2002 as segments open for the private sector. Rather, VAS 

were introduced in 2005 by the VAS Directive based on the open-ended-listing under 

Article 10(3) (e) and the ministerial power in Article 10(4) of Proclamation 280/2002 to 

specify areas where the private sector can participate. 

 

                                                 
33 Personal Communications with resellers and ET employees.   
34 Ibid 
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VAS are among the booming telecom services segment globally boosting revenues for the 

operators and bringing satisfaction to users. This has not been the case in the Ethiopian 

telecommunications market. Only a limited range of VAS used to be provided and only by 

the monopoly operator. Even SMS which is the most used mobile VAS (MVAS) and is 

normally associated with mobile services was suspended shortly after its introduction 

(between 2005 and 2007) and has struggled to take off after reintroduced. The VAS market 

seems on the revival since recently as new VAS have been introduced to the market both 

by ET and private VAS providers.   

 

VAS are telecommunications services that enhance or add value to the core 

telecommunications services.35 Unlike the traditional telecommunication services, the 

focus of VAS is not on conduit but on software, news wire services, movies, music, airline 

reservation systems, messaging, paging, etc.36 Examples of VAS applicable to mobile 

telephone and internet services include on-line data processing, on-line data base storage 

and retrieval, electronic data interchange, email, voice mail, games, icons, ringtones, 

messages, web browsing, SMS, coupons, and electronic transaction, music, video, MMS 

(Multi-Media Service), LBS (Location Based Service). SMS (Short Message Service) is 

the most widely used in the world with 75% of all mobile phone subscribers.37 

 

The types of VAS services opened for competition in Ethiopia are call center services and 

virtual internet services (VIS). A call center service is defined as ‘‘information 

provisioning service which is useful for a customer or potential customer by the initiation 

of the person providing the information himself or through a request made by the customer 

or potential customer by a telephone call or using internet, regarding the business or 

service the person is providing, or the business or service of another person, or on other 

similar issue’’.38 Whereas virtual internet service, is defined as ‘‘the provision of dial-up 

                                                 
35 Michael, Kellogg, John Thorne, and Peter Huber (1992). pp. 39-43. 
36 Ibid. WTO agreement defines value added services as ‘‘telecommunications for which suppliers add     

value to the customer's information by enhancing its form or content or by providing for its storage   
and retrieval’’. 

37 Though traditionally SMS used to be seen as VAS it is now being considered as basic service as it is   
    being increasingly associated with the mobile phone. 
38 VAS Directive 2/2005. Article 2(2). 
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internet access service, web hosting service, e-mail and other similar services to customers 

by leasing internet bandwidth or internet network equipment of the Corporation [ET]’’.39  

 

This legislation spurred a number of service providers ranging from flight schedule to 

sporting (football) fixtures and results. Webhosting providers, yellow page service 

providers, and even few search engine services are coming to the market.40  

 

The involvement of the private sector in the process of VAS provision is considered vital 

for the full utilization of the increasingly sophisticated broadband capacity network 

installed by ET, which is capable of supporting such value added services.41 

 

A notable feature of the VAS Directive is its prescription of obligations on the incumbent 

operator in its relations with the VAS providers (VASP). ET has general obligation to 

provide services to VASP on terms and conditions that encourage the business of VAS 

provision. The specific obligations include predetermination of service charge (publish 

reference offer); charge should be consistent, enable profit and market penetration; non-

discrimination; refraining from imposing more onerous obligations on VASP than the 

Directive envisages, and 30 days prior notification of changes to service charges.42 This 

stands in stark contrast with the Resale Directive which does not provide safeguards to 

resellers where the only limitation on the Operator is not to charge resellers more than it 

does its own customers and may not be legally obliged to encourage reselling by setting 

lower prices, etc. The prescription of obligations on the incumbent operator is a clear 

statement of purpose that VASP, unlike resellers, will stay in the market and competition 

for such services is desired and encouraged.  

2.5.3     Equipment Installation and Maintenance Services 

Facilities installation and maintenance services, namely, in-house and outside cable, 

wireless local loop, exchange and terminal equipment installation and maintenance 

services are considered as telecommunications services in the Ethiopian 

                                                 
39 Ibid. Article 2(6). 
40 A 2007 EICTDA sponsored research found out there were around 2700 private entities in the ICT    
    market. The researcher could not find recent data.  
41 VAS Directive 2/2005. Preamble 2 and Article 9. 
42 VAS Directive 2/2005, Article 9. 
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telecommunications market.43 And it is another segment opened for private sector 

competitive provision by the Telecommunications Amendment Proclamation 280/2002 and 

implemented by Cable, Wireless Local Loop, Switching and Terminal Equipment 

Maintenance Directive No. 2/2003 (Equipment Maintenance and Installation Directive).   

2.6   Status of VoIP 

Voice over Internet Protocol (VoIP) is one of the technologies defining the global 

telecommunications industry.44 The successful routing of voice over IP enabled the 

telecom industry to reap the benefit of the fast growing internet industry. The technological 

breakthroughs allow VoIP calls to be much cheaper than standard telephone calls, thereby 

attracting users.  

 

There is however strict control on VoIP services in Ethiopia. Proclamation 49/1996 (as 

amended) puts a blanket ban on sending of calls (or fax messages) over the internet. In 

monopoly markets, use of internet access to provide telecommunications services (VoIP) 

by other providers is seen as eroding the exclusive rights of the incumbent operator, 

causing loss of revenue.45 In Ethiopia, the ban on VoIP services is not only on other 

providers, it extends to the incumbent as well. Proclamation 49/1996 (as amended) Article 

24(3) states: ‘‘[t]he use or provision of voice communications or fax services through the 

internet are prohibited.’’ The complete ban on internet telephony coupled with excessive 

international call tariff has exacerbated resort to grey markets for international calls in 

particular.46  

 

The increase of flight to grey internet telephony market has prompted the government to 

introduce a new law, Telecom Fraud Offences Proclamation 761/2012, which imposes stiff 

criminal punishment up on any one which provides internet telephony or receives such 

services. Provision of internet telephony and obtaining such service are sanctioned by up to 

15 and 8 years of imprisonment respectively.47    

                                                 
43 Proclamation 281/2002, Article 2(2). 
44 Rawson (2007) p. 188.  
45 Ibid, pp. 188-189.  
46 Adam (2010) p. 25. 
47 Telecom Fraud Offences Proclamation 761/2012, Article 19. But use of Skype, Google talk, etc. for private 
use at home or in internet cafes is not prohibited.  
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On the other hand, some government networks like WoredaNet, SchoolNet, AgriNet and 

HealthNet are equipped with the technology to use limited VoIP (and video conferencing) 

services. However, such networks are used for official purposes and the public or the 

business society does not have access to such facilities.  

2.7   Network Coverage 

The performance of the Ethiopian telecommunications market has been much less 

commendable. The telecommunications infrastructure has been poor and its reach limited 

to towns and within a few kilometres from major high ways leaving the vast majority of 

the population without connection. Access to telecom services from home and advanced 

ICT services have been an unaffordable luxury for the majority of the population. By 2005, 

the rural population that accounted for 85% of the estimated 74 million population of the 

country that had access to telephone services within 5 kilometre radius was only 13%.  The 

number grew to 62% in 2010, which still represents very poor connectivity.48  

 

The Government has been investing hugely in the sector to upgrade and expand the 

infrastructure and services. In 2010, 10,000 km national fibre optic backbone has been 

installed branching out from Addis Ababa to all direction of the country. The country is 

also connected to the international submarine cables in three directions: Port of Sudan, 

Djibouti and Mombasa Kenya thereby reducing the heavy reliance on satellite 

communications. Besides improving capacity, having multiple accesses to submarine 

cables is considered strategically important for landlocked Ethiopia.  

 

Microwave lines connecting small towns and high capacity microwave lines linking major 

towns have been installed thereby enabling greater wireless network coverage. The 

microwave national backup backbone is also upgraded. Aggressive rural connectivity 

programs are expanded to reach out to rural areas. In addition, the government has been 

constructing various networks to connect public offices (WoredaNet), high schools 

(SchoolNet), agricultural research institutes (AgriNet) and medical institutions (HealthNet) 

all over the country. These networks provide VoIP and video conferencing besides 

traditional telecommunications services. WeredaNet which connects 600 Weredas 

                                                 
48 GTP, p.14. 
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(districts) to 11 regional capitals and SchoolNet which connects similar number of high 

schools in the country are huge networks. 

 

Despite the recent developments, the communications sector is lagging far behind; the 

country has one of the lowest penetration rate and teledensity, lower even by East African 

standard. The rate of diffusion and growth of the fixed line services has been pretty dismal 

and stagnant. In 2003 the fixed line telephone capacity was just 649,593 and tripled to 

1,769,024 only in 2009. The exchange capacity has increased since then mainly due to the 

introduction of the CDMA WLL services. The number of fixed line subscribers could only 

reach 830,000 by December 2011,49 representing teledensity of around 1.04%. Although 

the African average fixed line subscription has also been low (1.5% in 2010) and further 

declining, it has been compensated by robust mobile subscription rate, which has not been 

the case in Ethiopia. See Table 2.3 below.  

 

The picture was not that different regarding mobile telephone services. Many parts of the 

country away from the main roads and major towns have not been able to get mobile 

network coverage. In 2010, more than half of the country was outside of the wireless 

telecom services coverage.50 The CDMA wireless network installed recently is expected to 

significantly boost coverage.  

 

In 2003, the total number of mobile subscribers was only 51,234. Subscription has been 

growing steadily and it passed the one million mark in 2007 and reached 4,051,703 in 

2009, representing mobile density of 6%.51 This was considered high by local standards 

although it was still very low compared to the African average rate of penetration, which 

was 38%.52  

 

In recent years, ET made huge strides in expanding mobile services. In just six months, the 

number of mobile subscribers grew from about 6.6 million to over 14 million by the end of 

December 2011, representing a growth rate of 34% and mobile density of around 

                                                 
49 ET Press Release, February 08, 2012. 
50 GTP, p.14 
51 ETC Annual Statistical Bulletin 2008/2009. The ITU data for the same year is 4.99%. 
52 ITU key 2000-2010 Country Data 
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17.94%.53 The compound rate of growth for mobile customers during the 2010/2011 

period (2003 Ethiopian Fiscal Year)54 was 57.63% whereas the total telecom users’ growth 

rate was 45.8%.55 The wireless network capacity was upgraded from 8,762,047 to 18, 

408,780 during the same period of which 24% of the network capacity was not in use.56 

 

The mobile market is braced for a massive expansion. The role out target for 2015 is 40 

million customers.57 ET aims to acquire 10 million new mobile subscribers in 2011/2012 

(2004 Ethiopian Calendar) alone.58 The Communication and Information Technology 

Minister, Dr. Debre-Tsion Gebre-Michael, believes with the current rate of growth the 

number of mobile subscribers could reach 19 million by the end of June 2012,59 which will 

represent a teledensity of 22.5%. 

 

Table 2.3   Selected Countries’ Mobile Penetration per hundred inhabitants 

 2005 2006 2007 2008 2009 2010 2011 

Ethiopia 0.35 1.14 1.55 2.46 4.99 8.26 17.94 

Africa 12.4 17.9 23.5 32.4 38.0 45.2 53.0 

Eritrea 0.9 1.33 1.76 2.2 2.77 3.53  

Djibouti 5.45 5.44 8.28 13.19 14.77 18.64  

Sudan  4.76 11.9 20.36 28.95 36.11 40.54  

Kenya* 12.95 20.09 30.28 42.04 49.07 61.63 71.3 

Uganda 4.63 6.84 13.83 27.3 28.99 38.38  

Nigeria 13.29 22.55 27.49 41.81 48.24 55.1  

Egypt 18.37 23.82 39.11 57.71 69.44 87.11  

South A 71.09 82.06 86.6 91.24 93.34 100.48  

 Source: ITU’s key 2000-2010 Country Data, ET Press Release, CCK 2011/2012 2nd quarter report 

 NB: There is slight difference between ITU’s and Ethiopian official data; the latter shows higher figures.  
 

                                                 
53 ET Press Release, February 08, 2012. 
54 Ethiopia follows the Julian calendar which is 7 years and 6 months behind the Gregorian calendar. The  
    Ethiopian New Year starts on 01 Meskerem  (September 11). 
55 Ibid. 
56 Ibid. 
57 GTP, p.14. 
58 ET Press Release, September 09, 2011. 
59 Dereje, (2012). 
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The average penetration rate of cellular mobile in Africa was 45% in 2010 and 53% in 

2011. During the same period, the penetration rate in Ethiopia was 8.26% and 17.94% 

respectively. Nevertheless, even the current rate of penetration compares only with that of 

Djibouti’s (18.64%) and is far less than that of other neighbouring countries: Sudan 

(40.54%) and Kenya (61.63%), let alone countries like Egypt (87.11%) and South Africa 

(100.48) that achieved greater success in mobile penetration. The world average for 2010 

was 86.7% while the developing countries average was 78.8%.60 

 

Internet usage in the country is even poorer. It has however been growing steadily. In 

2007, there were only 100,000 internet users, representing internet density of 0.37%. The 

number grew to 4.3 million in 2010, representing penetration rate of 0.75%. According to 

ITU 2010 statistics, Ethiopia ranks 231 out of 233 countries above only Congo Democratic 

Republic (0.72) and Timor-Leste (0.21).61   

 

 Table 2.4   Selected countries’ Internet Penetration Rate per hundred inhabitants 

 2005 2006 2007 2008 2009 2010 

Ethiopia 0.02 0.03 0.04 0.04 0.09 0.09 

Africa 2.4 3.3 4.0 6.4 9.5 11.3 

Eritrea 1.79 2.6 2.51 4.06 - 5.4 

Djibouti 0.95 1.27 1.62 2.26 4 6.5 

Sudan  1.29 8.09 8.66 10.16 - - 

Kenya 3.1 7.53 7.95 8.67 10.04 25.09 

Uganda 1.74 2.53 3.67 7.9 9.78 12.5 

Nigeria 3.55 5.55 6.77 15.86 28.45 28.43 

Egypt 11.7 12.55 16.05 18.01 24.28 26.74 

South A 7.49 7.61 8.07 8.48 10 12.3 

  Source: ITU’s key 2000-2010 Country Data, ET Press Release 

 

The rate of internet subscription is even lower. See Table 2.4 above. By the end of 

December 2011 the internet customer base reached 180, 000, representing growth rate of 

                                                 
60 ITU 2006-2011 ICT Data and Statistics. 
61 Ibid. 
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38% and internet density of 0.23%. The 2009 ITU data62 shows the rate of internet 

subscription in the country was 60 times lower than that of Eritrea (5.4%) and 72 times 

lower than that of Djibouti (6.5%). Countries like Kenya have much higher rate of 

penetration (25.09%). During the same period the continental average was 11.3%. 

 

To put it in perspective, by the end of 2011, ET had a total of more than 15 million 

customers. The role out target for 2015 is 43 million customers and with the current rate of 

growth it is expected to reach 19 million with teledensity of 22.5% by the end of June 

2012. Nevertheless, the rate of penetration will still be very low even by East African 

standard. Since the turn of the 21st century telephone penetration in countries like Kenya, 

Sudan, Tanzania, Uganda and Rwanda took off to an appreciable level and left the 

Ethiopian counterpart in their wake. The reason attributed for such rapid growth is the 

liberalization of the telecom industry in those countries. For some years now, telecom 

services in those countries have been provided by two or more operators many running 

their own independent networks installed recently with latest technologies and regulated by 

an independent regulator. By comparison, the telecom market in Djibouti and Eritrea (fixed 

telephony) has been sluggish as the Ethiopian. Market structure and its regulation are 

prominent features that differentiate the telecom markets in the two categories of states. 

The telecom industry in the latter group of states has been operated by a state owned 

operator running a vertically integrated structure controlling whole sale and retail services 

in almost all segments of the market, and traditionally acting as a regulator as well.63 

Although the telecom market, especially cellular mobile, has seen huge expansion in 

Ethiopia recently, a lot remains to be done in all segments of the market to achieve a 

comparable level of reach out as the regional markets.  

2.8   Service Quality and Affordability    

The quality of telephone services in the country has also been poor.64 Voice quality, 

connection speed and connection success rate, and interruption of connections are common 

problems both in the local, domestic and international calls. Dropped call rate is high for 

mobile calls. International calls to Ethiopia are notoriously difficult to connect. Most of the 

                                                 
62 Ibid. 
63 ITU Eye 
64 See Section 3.2.2.1 infra. 
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quality of services standards set by the Regulator (ETA) has not been met by the Operator 

(ETC) until 2010. It is no wonder there is high public dissatisfaction regarding services.65     

 

The capacity of the internet facility in the country is very limited. Most customers use 

narrowband internet, which has advertised speed range of 56-53kbps. The broadband 

internet is relatively fast with a speed level of 256kbps-2mbps. However, broadband price 

is prohibitively high for many users.  By June 2011, of the 128,768 internet subscribers, 

the vast majority, 112,235, were narrow band internet users with only 16,529 broadband 

customers (0.02%).66 The broadband penetration has remained very low. Since recently 

mobile broadband (EVDO) services with a speed of 300kb/s -700kb/s has been introduced.  

 

Internet speed in the country is much less than ITU’s minimum standard of 2Mbps for data 

intensive services like on-demand-video.67 2Mbps is the highest ADSL broadband speed 

available in the country for residential customers, which is beyond the means of many. It is 

important to note that internet speed in the most wired nation, South Korea, is 54mbps 

while in Norway up to 500mbps is available from Lynet.68  

 

Moreover, the advertised and real time speed differs substantially. New packages and 

services slow down significantly within short period from the announced speed. For 

instance, a 4GB EVDO package that has an advertised average speed of 300kbps-700kbps 

usually has a download speed of 25 to 35kbps but could reach as low as 0. The connection 

in internet cafes has been constantly deteriorating as many PCs are networked for the same 

4GB EVDO package. Mobile internet connection is even poor. As a result, many users are 

obliged to shift internet use time to evenings where there are fewer users.  

 

Generally, limited capacity and speed, poor ICT knowhow and low income meant internet 

use in Ethiopia is mainly for email and limited web browsing services.    

 

                                                 
65 Rajasekhara and Mangnale (2010), pp. 10-15. 
66 Ethio Telecom Press Release, September 09, 2011. 
67 ITU, The World in 2011: ITC Facts and Figures. 
68 Produktpakker fra Lynet Internet. http://www.lynet.no/tjenester. And there is even talk of 1000mbps    
    being tested in some developed countries 

http://www.lynet.no/tjenester
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The affordability of telecom services is also an issue. The tariff structure69 for telecom 

services was revised several times including the one in 2011. The new structure introduced 

significant tariff reduction across all services and national flat rate for mobile calls by 

eliminating the previous zone tariff. 

 

The fixed line tariff comprises a subscription fee, monthly rental fee and per minute calls 

charge. The subscription and monthly rental fees differ slightly between residential and 

enterprise customers. The prices for local call and same zone calls remain unchanged at 

0.23 Birr for six minutes, and 0.60 peak and 0.29 off-peak per minute respectively. While 

differing tariff structure between towns in same zone and different zones still apply for 

long distance calls, across zone calls cost now significantly less. The tariff for across zone 

calls is reduced from 1.20 to 0.72 Birr peak and from 1.00 to 0.30 Birr off peak before tax 

which represents 40% and 70% reduction respectively.  

 

The mobile tariff along with internet tariff has seen significant changes recently. The most 

significant change regarding mobile tariff is the replacement of the zone tariff structure 

with a national flat rate tariff applicable to all mobile calls and calls to fixed lines. The 

current per minute call tariff is 0.83 ($0.05) peak and 0.35 ($0.02) off-peak for both 2G 

and 3G services. However, the off-peak hours are slashed by two hours from 8pm-8am to 

9pm -7am plus Sunday and holidays. The previous per minute mobile call tariff was 1.725 

Birr for calls in different zones and 0.83 Birr for calls within same zone, while mobile to 

fixed line tariff in different zones was1.50 Birr.70   

 

There are also SIM card subscription fee for all mobile services and monthly rental fee for 

all post-paid mobile services and minimum deposit for residential post-paid customers. But 

SIM card price has fallen considerably from $42 in 2006 to $2.6 (Birr 45) currently. The 

following table shows the breakdown of mobile services charges. 

 

 

 

                                                 
69 This section is based on ET tariff structure available at: http://www.ethiotelecom.et/products/residential-  
    tariff.php#.  Last accessed on 29.04.12. Unless otherwise indicated, tariff includes 15% VAT. 
70 ETC, Annual Statistical Bulletin 2008/2009. 

http://www.ethiotelecom.et/products/residential-%20%20%20%20%20tariff.php
http://www.ethiotelecom.et/products/residential-%20%20%20%20%20tariff.php
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Table 2.6   Mobile Tariff 

 Prices in Birr 

Per minute call charge 0.83 

 

0.35 

 

 

Subscription fee 

      

Residential  Pre-paid 

 

45 
Post-

 

165 
Enterprise Post-

 

160 
Monthly Rental 

 

Residential Pre-paid -- 
Post-

 

29 
Enterprise 28.8 

Minimum Initial Deposit Residential 1,000 
SMS Local  0.35 

International Djibouti 4.37 
Rest of the World 6.1 

 

The 3G services charge a higher amount of subscription fee (622.2 for post-paid and 243.8 

for pre-paid). In addition, there is a monthly rental fee of 66.2 birr for post-paid 

subscribers. The subscription and monthly rental fees for enterprise customers are slightly 

lower (540.1 and 57.5 respectively). The 3G services support video and MMS services but 

have fewer customers.  

 

There are bundled services for enterprise customers like business mobile offer with or 

without CUG (Closed User Group) and GOTA services which combines minute calls, texts 

and data services, Bulk SMS, etc.  

 

The international call tariff has been high causing dissatisfaction among users and 

resulting in reduced outgoing calls compared to incoming calls and proliferation of grey 

market telephone use.71 Previously the international tariff was Birr 11.5 ($0.90) while calls 

to Djibouti were Birr 8.05 ($0.60). The current tariff is Birr 12.33 ($0.71) while Djibouti 

calls tariff is Birr 8.88 ($0.51) respectively. There is upward revision in this segment on the 

Birr value though there is reduction on the dollar value.  

 

Until recently, roaming service was available only for post-paid mobile users who enter in 

to contract with ET and deposit $500 (8,712 Birr). Roaming service users are principally 

enterprise customers as many cannot fulfil the high deposit requirement.  

                                                 
71 Adam, (2010), p.25. 
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Telephone tariff in Ethiopia is not as bad as the penetration rate and quality. The nominal 

price indicates that tariff in Ethiopia has relatively been one of the cheapest in Africa. 

According to Research ICT Africa data, Ethiopia is 7th cheapest in the continent.72 (See 

Table below) Telephone price relative to real income (GNI) of the country is nonetheless 

expensive. Low price countries like Kenya, Guinea, Rwanda, Algeria, Mauritius and Sudan 

have higher per capita income than that of Ethiopia. Although Kenya’s (cheapest country) 

GNI is more than twice Ethiopia’ GNI, price is 37% cheaper than in Ethiopia. Tariff is 

cheaper even in the richest country in the group, Mauritius, which has GNI 20 times more 

than Ethiopia’s.  

 

Table 2.7 January 2012 OECD Low User Basket Cost Mobile prepaid Index 

Country Rank Cheapest product 

available in USD 

GNI per capita( Atlas 

method 2010, USD) 

Kenya 1 1.90 810 

Guinea 2 1.93 400 

Rwanda 3 2.16 520 

Algeria 4 2.28 4390 

Mauritius 5 2.39 7850 

Sudan 6 2.46 1270 

Ethiopia 7 2.61 390 

Namibia 8 2.74 4510 

Egypt 9 2.91 2420 

Uganda 10 2.94 500 

    Source: Research ICT Africa, World Bank 

Internet tariff remains one of the highest despite several downward revisions since its 

inauguration in 1998. Tariff for 30 hours of dial up internet use reduced from $40 in 2002 

to $12 currently. The setup fee reduced six fold from $38 in 2002 to $6.7 currently. 

Broadband price was prohibitively high from the outset that even the dramatic price 

slashing has not yet made it affordable enough for many users. The ADSL packages offer 

                                                 
72 It is argued tariff in Ethiopia is politically determined below-cost pricing not cost-based, affecting revenue 
for expansion. Research ICT Africa (2012).  
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up to a maximum 6 GB monthly usage with speeds of up to 2mbps for monthly fee of Birr 

805 ($46.2) including VAT.    

 

Table 2.6   Internet (Residential) Tariff in Birr 

 Speed 

 

Subscription 

fee 

Monthly fee Limited usage 

per month 

Charge per 

minute 
      CDMA 

2000 x1 

 Pre-

paid 

post-

paid 

Pre-

paid 

post-

paid 

Pre-

paid 

post-

paid 

peak Off-

peak 

151 161 - 46 - 600min

utes 

0.10 0.7 

EVDO  230 300 1 GB  

        ,,  500 2 GB  

        ,,  700 4 GB  

ADSL 512kbp

 

   400 400 2 GB  

1 mbps    ,, 550 4 GB  

2 mbps    ,, 700 6 GB  

Dialup  101.74  40 600 minutes 0.10 0.7 

Mobile    -  -  -  0.10 0.7 

NB: 15% Vat is not included 

 

With per capita income (GNI) of $390 (Birr 6,795) – monthly average income of 566 Birr, 

30 hours of CDMA 2000x1 internet, which supports packet data speeds of up to 153 kbps 

in Ethiopia costs 28% of income for subscribers and 32% for internet café users. Adding 

monthly telephone cost would represent half the income of average Ethiopian citizen. 

Broadband internet price is much higher representing 2700% and 1070% of the GNI per 

capita income in 2008 and 2010 respectively.73  

2.9   Management Outsourcing and Emergence of Ethio Telecom 

Given the low penetration of telecommunications, questionable quality of services, 

obsolete technology and working procedures and the feeling of being left behind and 

missing out from reaping the benefits telecom services have  been bringing in the region 

                                                 
73 ITU 2010 Data 
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and the wider world, the Government of Ethiopia could no longer afford to sit in waiting. 

For over a decade, it has been contemplating various alternatives to reform the 

telecommunications sector. During the 1990s, liberalization of the Ethiopian 

telecommunications sector was contemplated. Besides policy declarations some concert 

actions to lay the ground for the functioning of a future liberalized market were taken. The 

most notable of such measures were the enactment of the telecommunications laws of 1996 

and 1999.74 These legislations were designed to regulate a future liberalized 

telecommunications market. The legislations established a separate regulator, introduced a 

licensing regime, put in place interconnection and tariff regulation principles, determined 

license fees for the various telecommunications service licenses and provided other 

measures that are distinct features of a liberalized telecom market.  

 

However, a policy retreat followed at the dawn of the new century before liberalization 

was effected and the pro-competition telecommunications laws were amended to reflect 

the changes in policy. The retreat was essentially to maintain the public monopoly telecom 

market. This was implemented through the Telecommunications Amendment Proclamation 

281/2002. 

 

After the idea of liberalization was shelved, the focus of telecom reform shifted to 

modernizing the incumbent operator. Different alternatives to this effect were considered. 

The first option was attracting international operators to work in partnership with ETC as 

such a scheme generates much needed revenue for the government in lieu of a share in 

ETC, brings much needed modern technology and working procedures, and of course 

retention of ownership of a portion of ETC.  

 

Again, partial privatization didn’t come to fruition due to lack of interest from investors 

and the realization by the Government of the strategic importance of telecommunications 

especially for national security and power.75 The next alternative was outsourcing the 

management of the incumbent operator. Management outsourcing was found attractive as 

it enables retention of full ownership while drawing much needed technology, advanced 

working procedures and services and expertise. Accordingly, the management of the then 
                                                 
74 See further in section 4.1 infra.  
75 Adam (2010), p.8.  
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ETC was given to France Telecom Orange after a competitive bidding process in 2010.76 

Pursuant to this arrangement, France Telecom was to manage ETC for two years charged 

with the daunting task of transforming the age old operator into an internationally 

acknowledged telecom company for a fee of 30 million US Dollars.    

 

The new management introduced a number of changes in quick succession including 

introduction of flat rate national mobile tariff, reduction of SIM card price and SIM 

promotion campaign, tariff reduction across services, introduction of new services and 

products, introduction of low price vouchers of up to 5 Birr (0.30 USD), introduction of 

new platform (‘shared future’), change of 

company name (Ethio Telecom/ET) and company 

logo.  

 

Enhanced services and products hitherto unknown to the market have been introduced in 

all segments of the telecom market. In the mobile telephony segment VAS such as credit 

transfer, call-me-back, USSD (Unstructured Supplementary Service Data) text-messaging 

recharge and balance inquiry, GOTA (Global Open Trunking Architecture), Bulk SMS, 

and bundled Business Mobile with and without CUG (Closed User Group) services have 

been introduced. Some of the new services are becoming popular with users. ET has also 

enhanced previously known services like MMS, video calling and M2M (Machine-to-

Machine) services. 

 

The fixed line telephony has also witnessed the addition of several VAS usually associated 

with mobile telephone services including CLIP (Caller Line Identification Presentation), 

call waiting, call barring, call divert, don’t disturb (call routing to voicemail) and fixed hot 

line services in the wire line or wireless fixed telephone services. 

 

There were also changes in the internet segment including introduction of new services. 

Some of the changes were not however in the interest of customers; the replacement of the 

unlimited internet usage package for a maximum 6GB monthly usage with per minute 

tariff applicable afterwards is proving to have a negative effect on internet use.  

                                                 
76 Ethio Telecom Launch Speech, 01 August 2010. The other bidders were MTN and ZTE.  
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The new company undertook significant measures in other areas as well. ET laid-off 

around 2/3 of the 13,000 ETC employees, which used to be one of the largest employers in 

the country; it entered optical fibre cables lease agreement with Ethiopian Power 

Corporation to improve its capacity, made a 30% salary rise for its workers, etc.   

 

How successful the management outsourcing arrangement has been in achieving its goal of 

transforming the telecom sector/Operator remains to be seen however. As per the 

arrangement, evaluation of the performance of ET/FT will be made by the end of the 

contract. Indications thus far are that despite positive developments, public dissatisfaction 

over the quality of services remains wide spread, and some technical or otherwise 

problems still awaits solutions.77  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
77 See more in Sections 4.2 and 4.6.  



35 

 

 

 

3    The Regulation of Telecommunications in Ethiopia  
  

The regulatory timescale in the Ethiopian telecommunications market can be broadly 

divided in to three:  telecom regulation in the pre-1996 era, regulation between 1996 and 

2010, and regulation in the era after 2010. Telecommunications regulation in each era has 

its own distinct features. The major features, institutions and regulatory measures in all the 

three stages are discussed in this chapter. 

3.1   Telecom Regulation Before 1996 

The embryonic networks that existed between 1887 and 1907 were administered by one of 

its founders, Michel Chefneux.78 In 1907 Emperor Minilik II decided for such an important 

network to be administered by an Ethiopian and appointed Lij Beyene Yimar to administer 

the networks. Soon after, the country became member of the International Postal, 

Telegraph and Telephone service in 1909 and of the International Telecommunications 

Union in 1932. 

  

An institutionalized body for the administration of telecommunications came only in 1952 

with the establishment of the Imperial Board of Telecommunications. The Board was 

established with the objectives to: undertake all activities in the field of 

telecommunications in the country except for similar military activities; establish, repair 

and safeguard telecommunication facilities; represent the Ethiopian government 

internationally on matters related to telecommunications; and distribute and control the 

radio frequencies used in Ethiopia.79 

 

The Board, which became the Ethiopian Telecommunications Authority in 1981 after 

several name changes, initiated and implemented several development programs. Six major 

                                                 
78 Bekele (1996), p.2. The other founder was the Swiss born Alfed Ilg who was adviser of the Emperor. 
79 Proclamation No. 131/1952. 
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development programs were implemented between 1953 and 1994 focusing on developing 

and expanding the telecommunications facilities and services.80  

 

The institutional arrangement brought about by the 1981 Telecommunications 

Proclamation lasted until 1996. The telecommunications organizations that existed until 

1996, namely, the Board and the Authority had dual functions; they were responsible for 

policy initiation and implementation and the provision of telecommunications services. 

Thus during its 100 years, administration or regulation and service provision were made by 

the same entity. It was only in 1996 that structural and functional separation between the 

operator and regulator came. This was not a coincidence as the 1990s were the era of 

telecom reform where establishment of separate regulatory body was the order of the day.  

3.2   Telecom Regulation from 1996-2010: The ETA 

The enactment of the Telecommunications Proclamation 49/1996 marked a new era for 

regulation of telecommunications in Ethiopia. Proclamation 49/1996 provided, among 

others, for the ‘structural’ and ‘functional’ separation of the operator from the regulator. 

Accordingly, the Ethiopian Telecommunications Agency (ETA) was established as an 

autonomous federal agency to regulate the telecommunications sector.81 And the Ethiopian 

Telecommunications Corporation (ETC) was established as a public enterprise to provide 

telecommunications services (the operator). In reality, the Ethiopian Telecommunications 

Authority was divided in to an operation arm (ETC) and regulatory arm (ETA).   

 

The Operator, ETC, was established by Council of Ministers Regulation 10/1996 with the 

mandate to construct and operate telecommunications facilities; provide all types of 

telecommunications services; repair, assemble and manufacture telecommunications 

equipment and ancillaries; and engage in other activities necessary for the attainment of its 

purposes.82 

ETA was established in November 1996 and became operational in December 1997 with 

the appointment of a General Manager. Staffing the Agency with skilled force took two 

                                                 
80 See Section 2.1 supra 
81 Proclamation 49/1996 Article 3 
82 Regulation 10/1996, Article 5.  
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more years.83 With the establishment of a separate telecommunications regulatory body 

Ethiopia followed the trend of the 1990s. The principal objective of ETA was ‘‘to promote 

the development of a high quality, efficient, reliable and affordable telecommunications 

services’’. ETA was entrusted with numerous powers and functions deemed necessary to 

carry out its objectives including: ensuring telecommunications serves as an enabler for the 

socio economic development of the country, specify technical standards and procedures, 

specify quality standards and supervise their implementation, regulate tariff, license and 

supervise operators, type approve of telecommunications equipment, authorize and 

supervise the use of radio frequencies allotted to Ethiopia, collect license fees and 

represent the Government internationally regarding telecommunications affairs.84  

In the following sections, we will discuss in detail these powers and functions of ETA and 

its effectiveness in achieving its objectives of effecting high quality, efficient, reliable and 

affordable telecommunications services.85  

3.2.1   Licensing  

The practice of licensing86 was introduced into the Ethiopian telecommunications industry 

in 1996 and took six more years for the issuance of the first license. As has been the 

practice in telecom markets elsewhere, the monopoly operator did not need license to 

operate telecommunications networks and provide services as this has rather been a 

prerogative.87 The introduction of licensing in Ethiopia during the 1990s was not by 

chance as this has been the era of telecom reform all over the world.88  

 

The licensing regime introduced by the 1996 Telecom Proclamation is implemented by 

Regulation 47/1999. Other laws that govern licensing are also issued afterwards in the 
                                                 
83 Lishan Adam (2010), p.4. Management change followed in 2001with the appointment of two acting    
    managers until a General Manager was appointed in 2002. Another formal appointment was made in  
    2010 after the former General Manager left in 2009.  
84 Proclamation 49/1996, Article 6 
85 A Notable body with mandate regarding the ICT sector, particularly the IT sector was the Ethiopian         
    Information and Communication Technology Development Agency (EICTDA). EICTDA was established by    
    Proclamation 360/2003 to create a conducive environment for the development of ICT, and for its                       
    effective application to the process of national development with major functions to use ICT to contribute  
    to the nation’s socio-economic development  and the building of democracy and good  governance 
86 For a detailed examination of objectives of licenses see Hank Intven, Jeremy Oliver, and Edgardo  
    Sepulveda (ed.), (InfoDev, 2000), pp. 2-4.  
87 Ian Walden and John Angel (2005).                                                                                                                                             
88 Ibid. 
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form of directives including the Resale Directive 1/2003, the Value Added Services 

Directive 2/2005, the Radio Regulation Directive 2005, Switching and Terminal 

Equipment Installation and Maintenance Directive 2/2003 and the Telecommunications 

License Fee Directive 2004.  

 

Neither of these legislations defines what a telecommunications license is. Generally, a 

telecommunication license is understood as ‘‘authorization of an entity to provide 

telecommunication services to the public, or operate telecommunication facilities’’; it also 

‘‘generally defines the terms and conditions of the authorization and describes rights and 

obligations of communications operator’’.89 The general understanding that can be inferred 

from the various articles of the telecom laws in Ethiopia seems in line with the above 

definition. A little caveat is however necessary: licensees other than ET aren’t allowed to 

own or operate telecommunications facilities. Only VASP are allowed to have small 

network facilities necessary for the provisioning of value added services.  

 

As is typical in a developing telecom market, the Ethiopian telecom laws introduced only 

individual authorization regime. General authorization and open entry requirements are 

thus alien to the sector.90 Accordingly, it is strictly prohibited for any entity or person to 

operate telecommunications networks or provide services without authorization.91 The 

licensing regime is so stringent particularly for private service providers that licenses 

should be obtained not just by any entity or person but also for every type of service and 

place where the service will be provided. For instance, a reseller who provides telephone 

and internet services and has two branches should get licenses for both types of services 

and for both of the branches.92  

 

Since licensing is one crucial means of opening markets, we will examine the licensing 

practice of the Ethiopian Telecom Regulator and its limitations.  

                                                 
89 Intven, Oliver, and Sepulveda (ed.), (InfoDev, 2000) p. 1.   
90 General authorization allows entities that fulfil the general qualifying requirements to provide services  
    without individual authorization; whereas open entry regimes do not even have general qualifying  
    requirements, anyone can provide services possibly with a notification. 
91 Proclamation 47/1996 (As Amended), Article 10(1). 
92 Resale Directive 1/ 2002, Article 5. 
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3.2.1.1    The Sole Operator   

Although operating telecommunications services without a license was prohibited by the 

1996 Telecommunications Proclamation,93 ETC was operating without a license for about 

six years. ETC was not issued a license even after the implementation Regulation 47/1999 

was adopted in 1999. It was only in 2002 that ETA issued the first and only license of its 

kind to ETC to provide the four major telecom services: Public Switched 

Telecommunications Service (PSTS), GSM 900 MHz mobile telecommunication service, 

internet service and digital data Communications services.  

Regulation 47/1999 Article 4 requires the Regulator to issue license within 90 days of 

submission of an application and payment of the required license fees if the applicant has 

an adequate technical competence, financial resource and expertise to fulfil the obligations 

relating to the license requested.94 Although many companies submitted applications for 

license none has been granted.   

 

A telecommunications license specifies name of the licensee, the installation to which it 

applies and its location, the service licensed, roll-out and service targets and other duties of 

the licensee.95 In addition, the licensee may be subject to conditions the Regulator deems 

necessary. The maximum duration of PSTS licenses is 25 years while it is 10 years for 

cellular mobile, internet and data communication services.96 Successive renewal for a 

period of half of the initial period is possible.  

 

The fees payable for the issuance of licenses is Birr 200,000 for telephone services and 

Birr 100,000 for internet and data communications services.97 These figures may now 

appear very meagre and would certainly be amended if any more licenses are to be issued 

in any of these areas.  

 

                                                 
93 Proclamation 49/1996, Article 10(1) 
94 ETC’s authorized capital upon establishment was nearly 1.5 billion Birr, approximately  
    equivalent to 150 million USD at the time.  Regulation No. 10/1996, Article 6. 
95 Regulation 47/1999, Articles 6 &7 and Proclamation 49/1996 Article 11. 
96 Regulation 47/1999, Article 9. Accordingly, ET’s licences for mobile, internet and data  expires this  
    year. 
97 Regulation 47/1999, Article 13. 
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A license can be revoked if the licensee fails to meet the roll-out or a service target 

indicated in the license, fails to follow the technical standards applicable to the services, 

violates tariffs set by the Government, provides inferior service or violates public interest 

and fails to rectify the problem after being given adequate opportunity to do so.98  

 

It is important to note here that unless there is a change of policy and law, the Regulator 

cannot license any other operator in the four major segments. Accordingly, ET remained 

the only operator licensed to provide these services. Hence, as the licensing regime 

stipulated in the Regulation applies to these major telecom services the Regulation is 

applicable principally to the incumbent operator.    

3.2.1.2    Resale and Telecenter Service Providers    

Pursuant to Telecommunications Proclamation 49/1996 (As Amended) the Regulator has 

the power to issue licenses to individuals and companies that wish to engage in resale or in 

telecenter services.99 A resale license entitles resellers to offer any one of the three types of 

telecom services allowed for resale, i.e., telephone, fax and internet services100; while a 

telecenter license is required to provide telecom resale service of more than one type.101 

But resale or telecenter license does not entitle resellers to provide voice services using the 

internet as internet telephony (VoIP) is prohibited. 

 

The minimum requirements needed to obtain resale license are: a counter machine, and a 

telephone line for telephone resale, a fax machine and a telephone line for fax resale, an 

internet account, a computer and printer for internet resale.102 Expansion of the services by 

using many lines and accounts requires notifying the Agency. The license fee for resale 

license is also meagre: 150 birr resale service and 200 birr for telecenter services, 

approximately $9 &$12 respectively.103  

 

                                                 
98 Ibid, Article 11. 
99 Proclamation 49/1996 (As Amended), Article 10(4). 
100 Resale Directive 1/2002,  Article 4. 
101 Ibid, Article 5 (1&2). 
102 Ibid,  Article 6. 
103 Ibid, Article 8  
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A few years ago, Telecenters were very common providing mobile and fixed line phone 

resale services in kiosks all over the country though concentration was high in the capital 

with some regions having very minimal numbers. In 2007, there were 9,354 licensed 

Telecenter and resale service providers. It was somehow an exciting time due to the hope 

that telephone service would be improved for good. Now after less than a decade, the 

euphoria seems evaporating; telecenters are disappearing as the business of resale is no 

more profitable.104 However, the business seems to go underground as the services are still 

provided in many shops without a license, resulting in unstructured and unregulated 

market.105 

3.2.1.3    Value Added Service Providers 

Value added services are the other segments of the telecom market that are being offered 

by licensed private VASP. From 2005, ETA started issuing VAS licenses for applicants 

that satisfy the minimum requirements.106 The requirements include Ethiopian citizenship 

or origin; trade license and proof of education and work experience of the professionals of 

the applicant. Both call center licensees and VIS licensees should have at least two 

graduate professionals with first degree in ICT related fields and two years’ experience in 

the information and communication sector, two call agents and an automatic call 

distribution switch for call center applicant, and a technician for VIS applicant. Obtaining 

VAS license for both call center and VIS services requires employing at least seven 

workers who satisfy the above requirements.  

 

Licensed VASP have the obligation to enter into contract with the sole service provider 

(ET) on level of standard and quality of services, and service delivery that specifies the 

type and level of quality of service to be provided to the licensee, maintenance conditions 

and obligations of ET, payments obligations of the licensee, issues of compensation and 

cancellation.107 The Licensee can only take and use internet and public switched 

telecommunication services from ET.108 

                                                 
104 See Section 2.5.1 supra. It is difficult to know how many are left in the market. The researcher couldn’t  
     find a recent study on the number of telecenter and resale providers. 
105 Lishan Adam (2010), p.25. 
106 VAS Directive 2/2005, Article  4.  
107 Ibid, Article 5.  
108 Ibid, Article 8 (11). 
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VAS licenses serves for one year and have to be renewed every year. Initial license fees for 

VIS and call centre is 533 and 349 and the renewal fees are 166 and 122 respectively. 

However, the license and renewal fees for VAS increased significantly recently to Birr 

25,000 and 10,000 respectively.109 

 

There are a number of licensed VASP. The vast majority of VASP are internet service 

providers or internet cafes. There seems overlap between internet resale under the Resale 

Directive and virtual internet service under the VAS Directive. Although both resale 

license and VIS license entitles to provide internet cafe service, the latter is broad in scope. 

VIS license entitles to provide services like webhosting and similar services, and are also 

required to take a domain name from ET.   

3.2.1.4    Equipment Installation Service Providers 

Cable, exchange and terminal equipment installation and maintenance service is another 

segment of the Ethiopian telecommunications market open for the private sector. 

Following the adoption of Equipment Installation Service Directive 2/2003, ETA began 

licensing service providers in four categories: in-house cable installation, outside cable 

installation, exchange installation, and terminal equipment installation.  

3.2.1.5    Private Networks 

ETA was contemplating on the issue of licensing private networks for some time. 

Companies and institutions were also reluctant to push for private network licenses due to 

its high cost, relative slow speed compared to broadband internet and the hope that ETC 

could improve the quality of its services. ETC could not deliver on its promises: could not 

improve the frequent rundown time which forced organizations which run internet 

dependent operations like the Ethiopian Airlines and Ethiopian Shipping Lines as well as 

UN organizations and others to resort to the costly private VSAT system to have a reliable 

network of their own to smoothly run their operations. But such private networks have to 

be licensed by the Regulator.  

 

                                                 
109 MCIT Booklet 2012. 
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ETA began licensing private networks namely VSAT (Very Small Aperture Terminal), 

Inmarsat and Reuters in 2010. Such licenses are also issued to use it as a backup network 

in case of the public network downtime and when the public network does not cover the 

area or can't support data and voice service. VSAT is most commonly licensed private 

network.  ETA has licensed more than 20 VSAT licenses and a few Inmarsat and Reuters 

licenses. 

 

However, such networks can only be licensed for private use; private (VSAT) networks 

cannot be used to provide telecom services to others. Thus, VSAT and other licenses do 

not enable to provide telecom services to the public and hence, ET monopoly is not 

challenged. 

3.2.2   Standard Setting and Supervision 

Standard setting and supervision was one of the main responsibilities of ETA. It was 

entrusted with the power to set technical standards, procedures and specifications, and 

follow the proper implementation of them by service providers in the Ethiopian 

telecommunications market.110 ETA specified four major standards and specifications: the 

Technical Specifications and Standards for Third-Generation (3G) Cellular Mobile 

Terminals (ETA-SS-3GMT) issued in August 2007,  CDMA 800 MHz Fixed Wireless 

Phones and Mobile Terminals (ETA-SS-CDMA FWP/Mobiles) issued in August 2007, 

Quality of Services Standards (ETA-S-QoSS) issued in June 2008 , and Standard for Short 

Range Devices (ETA-S-SRD) issued in November 2008. 

ETA also had power to supervise the performance of key services, from basic telecom to 

mobile and internet access services offered by ETC.  

3.2.2.1   Quality of Services Standards (QoSS) 

The telecommunications quality of service standards, which became effective on June 13, 

2008, is issued by the ETA as the Federal telecom services standards of the country. Its 

objective is ‘‘to promote the interests of consumers, and protect both consumers and 

                                                 
110 Proclamation 47/1999 (as Amended), Articles 6 (2,5 &6) and 13. 

http://www.eta.gov.et/QoS%20Standard%20Document%20Final.pdf
http://www.eta.gov.et/SRD%20Standard%20Final.pdf
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operators by empowering consumers and encouraging the Operator to perform more 

efficiently’’.111 

 

The QoSS specifies the minimum quality of services to be adhered to by the Operator. It 

imposes a quarterly reporting duty on the Operator about its performance regarding the 

quality of service indicators.112 At the same time, the QoSS requires the ETA to publish 

the quality of service standards performance of the Operator at least twice in a calendar 

year and to investigate the quality of service measurement, reporting and record keeping 

procedures of ETC.113 The Regulator also has the power to audit reports submitted, 

perform test call sampling and service observations to verify compliance with mandatory 

standards.114 The QoSS also provides enforcement measures for contravention. These 

measures include requiring remedial measures for the relevant (poor quality) service(s), 

ordering re-measurements and imposition of appropriate penalty on the operator that failed 

to uphold the quality of service standards.115 

 

However, ETA’s practice of requiring the Operator to adhere to the QoSS was not 

satisfactory. It briefly started publishing a quarterly quality of Services inspection report 

from the 1st quarter of 2008. This has to be commended. The practice continued 

throughout 2009 after which it abruptly halted.  

 

Observations from the seven available QoSS inspection reports (See Table 3.1 & 3.2 

below) indicate that information was hugely dependent on the submissions of ETC, a 

number of parameters were left unmeasured by ETC and no reason was filled for failure to 

measure despite the obligation of ETC to do so, the repeated insistence of the ETA for the 

measurement of those services was left unheeded, and most importantly, a number of 

service standards were not fulfilled and at no point does ETA exercised its power to 

compel the Operator, for instance, by imposing penalties to improve them. At most, ETA 

was providing recommendation to ETC to improve the services that fall short of the 

standards. And there have been many service parameters that fall short of the standards 
                                                 
111 Ibid, forward, p. 2. 
112 Quality of Services Standards, Article 5.5. 
113 Ibid, Article  6.3. 
114 Ibid, Article 6.4. 
115 Ibid, Article 7.2. 
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especially in the first year, i.e., 2008. There have been improvements in some parameters 

in the 2009 inspection reports though continual of poor quality and in some others even 

decline was observed. The paradox was ETA was left in the dark as to why that was 

happening as the Operator did not provide reasons despite its duty to do so.  

 

The QoSS provides performance parameters or quality standards for services provision and 

network performance. The quality of services provision is measured in terms of billing 

performance, service provision (installation orders) performance, service restoration 

performance, call centre (operator speed of answer) performance and customer reported 

faults (fault incidence). Network performance is measured in terms of call set up success 

rate, call set up time and conversational voice quality for both fixed and cellular mobile 

services and dropped and blocked call rates for the latter.  

 

Internet access services are measured in terms of login success rate for dial up internet and 

network latency, throughput, packet loss and network availability for broadband internet 

service.  The QoSS also provides service quality indicator for public payphones which is 

service availability.  

 

 

Table 3.1 Network Performance Standards and Selected Measured Value Inspection 

Reports. 
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Service          

    Type 

QoSS Parameters Targets/ Standards 1st 

(200

8 1st 

Qua

  

 

 

Last (2009 4th 

 quarter) 

Inspection 

Report 
 

 

PTSN 

Services 

Call Set up Success rate >90% 83.3

5% 

84.87% 

 

 

Call set up time 

<25 seconds for  95% 

established national calls 

 

NA 89.08% 

<35 seconds for  95% 

established international calls 

NA 51.46% 

Conversational voice quality ≥3.0 MOS or PESQ Scale NA NA 

 

 

Cellular 

Mobile 

Services 

Call Set up Success rate >98% 94.6

2% 

96.68% 

 

Call set up time 

<25 seconds for  95% 

established national calls 

 

NA NA 

<35 seconds for  95% 

established international calls 

NA NA 

Conversational voice quality ≥3.0 MOS or PESQ Scale NA  NA 

Dropped Call Rate <2% 0.96

% 

23%↓ 

Blocked Call arte <2% NA NA 

Handover Success rate >95% 

 

 

89.7

 

94.97% 

SDCCH Blocking Rate <0.5%  1.09% 

TCH Blocking Rate <5% 5.32

% 

1.78% 

Dialup 

Internet 

Services 

Number of Login Attempts 

before Successful 

Connection 

95% within 40 seconds 92% 65%↓ 

Broadba

nd 

Internet 

Login Success    
Network Latency ≤200ms for local link 

 

NA 36ms 

≤300ms for international  link NA 151ms 
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Source: ETA Quality of Services Standard Inspection Reports 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 3.2 Service Performance Standards and Selected Measured Value Inspection 

Reports. 

Access 

Service 

Throughput ≥75% of Subscribed level for 

95% of the time during busy 

hours 

NA 91.61% 

Network Availability ≥99% NA 95.80% 

Packet Loss ≤1% NA 1.5% 

Public 

Payphone 

Service 

Service Availability 90% 63.7

3%

% 

NA 
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QoS Parameters Service  Type 

 

Targets 

/standards 

1st (2008 1st 

Quarter)  

Inspection 

Report 

Last (2009 4th 

Quarter)  

Inspection Report 

Fulfillment of 

Service 

Provision 

(Installation 

Orders) 

PSTN Fulfilled within 

  

80%  

 

81.14 % 

Fulfilled within 

96 hrs 

90%  94.57 % 

Fulfilled within 

7 days 

100%  99.92 % 

Dialup 

Internet 

Fulfilled within 

24 hrs 

80%  70% 

Fulfilled within 

48 hrs 

100%  70% 

Broadband 

Internet 

Fulfilled within 

72 hrs 

80%  77.50 % 

Fulfilled within 

120hrs  

90%  82.50 % 

Fulfilled within 

7 days 

100%  100 %  

Service 

Restoration 

Performance 

PSTN Fulfilled within 

48 hrs 

60%  72.67 %  

Fulfilled within 

96 hrs 

90%  87.40 %  

Fulfilled within 

7 days 

100%  96.04 % 

Dialup 

Internet 

Fulfilled within 

48 hrs 

60%  50% 

Fulfilled within 

96 hrs 

90%  75% 

Fulfilled within 

7 days 

100% - - 

Broadband Fulfilled within 

  

80%  80% 
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Source: ETA Quality of Services Standards Inspection Reports 

Internet Fulfilled within 

72 hrs 

100%  100% 

Call Center 

(Operator Speed 

of Answer ) 

Performance 

PSTN Calls answered 

within 40 

  

90%  98.94 % 

Calls answered 

within 60 

  

100%  100% 

Fault Incidence PTSN 500 reports per 

1000 exchange 

lines over a 12 

months period 

 0.17 ??? 

Billing 

Performance 

PTSN, 

Mobile 

and 

Internet 

access 

Complaints 

resolved within 

15 days 

60%   

Complaints 

resolved within 

30 days 

95%   

Percentage of 

billing 

complaints in 

any one billing 

period 

≤2%    

Time taken to 

refund deposits 

after closure 

≤10 days for 

decisions made 

by Zonal and 

Regional 

Offices  

  

General 

Customer 

Complaint 

Handling 

PSTN, Mobile and Internet 

access 

100 complaints 

per 1000 

subscribers 

over a 12 

months period 
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3.2.2.1   Type Approval 

A part of the regulatory mandate is to type approve and regulate the use of 

telecommunications equipment before it may be connected to the public 

telecommunication system. It is mandatory for radio communications equipment and 

TVRO to get approval by Regulator before use. Regarding other telecommunications 

equipment, ETA had the mandate to specify those that needs type approval. Accordingly, 

21 types of telecommunications and radio communications equipment that require prior 

type approvals are identified. Manufacturing, importing or distributing, without obtaining 

prior approval, telecommunications equipment that requires the approval of the Agency is 

prohibited. 

 

There is a long list of communications equipment type approved for sale and use in the 

country: 985 types of corded telephone sets, 570 types of cordless telephone sets, 370 types 

of fax machines, 692 types of mobile phones, 10 types of satellite mobile phones and 132 

types of Private Automatic Branch Exchange (PABX) machines.116 The criteria for type 

approval by the Agency include considerations of public safety and health, safety and 

integrity of telecommunications network, electromagnetic compatibility, appropriate use of 

electromagnetic frequency spectrum, and interoperability of telecommunications 

equipment and networks.117 

  

There were limitations the regulator faced in properly discharging this responsibility. The 

main limitations are lack of experience and technical knowhow, and the close associations 

of personnel with the incumbent operator. Accordingly, there are only few standards and 

specifications so far and the existing standards and specifications suffer from lack of depth 

and details.  

3.2.3   Tariff Regulation 

Tariff regulation becomes necessary when there is market failure, i.e., when there is no 

competition and hence over pricing, or competition fails to bring the desired results: low 

cost quality services.118 Hence, tariff regulation may not be necessary in well-functioning 

                                                 
116 ETA  
117 Proclamation 49/1996, article 14(3) 
118 Ian Walden and John Angel (ed,), (2005); InfoDev 2011, p. 60ff.  
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competitive markets. Tariff regulation may not also be necessary when the market is 

operated by state-owned monopoly operator, like in Ethiopia, and tariff is set by the 

responsible government body and not by the operator. The responsible public officials 

may, unlike monopoly private operators, set fair price based on the quality of the services 

and not intended to obtain bumper profit by over pricing services.  

 

ETA had only a limited role in regulating price. ETC had no role in setting the tariff for the 

basic telecommunications services, i.e., telephone, telegraph and telex; the Regulator 

proposes the price for such services for approval by the Council of Ministers.119 This 

makes regulating the behaviour of the Operator unnecessary.  

 

However, tariff for non-basic telecommunications services are set by the Operator.120 

Tariff regulation by the Regulator becomes relevant only in these segments. But licensees, 

principally ETC, were legally obliged to set price based on the pricing principles and 

guidelines provided in the Regulation thereby reducing the importance of the role of the 

Regulator to intervene.121 Tariff for the services of resellers and internet cafes is also 

predetermined. Nonetheless, such services providers are too fragmented to allow price 

regulation and are largely unregulated. Tariff at internet cafes is much higher than retail 

tariff of the Operator.  

 

Generally, ETA had been less active in regulating tariff principally because of the market 

structure (public monopoly) and the lack of independence of the Regulator. Despite this, 

the tariff has been touted as one of the cheapest in Africa. The nominal tariff does indeed 

appear to be relatively cheap. The picture is different when the tariff is seen in terms of real 

income of the society which is one of the lowest in Africa.122 

3.2.4   Access and Interconnection  

The regulation of access and interconnection is crucial in competitive markets where 

access to the networks of facilities based competitors is sought by services-based or price-

based competitors and connecting the networks of different competitors is necessary for 
                                                 
119 Proclamation 49/1996, article 12. 
120 Regulation 47/1999, Article 14(2) and Proclamation 49/1996, Article 12. 
121 Regulation 47/1999, Article 14(2).  
122 See Section 2.8 supra. 
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subscribers of different network operators to communicate with each other.123 Because the 

telecommunications network in Ethiopia is operated by a monopoly seamlessly running a 

vertically integrated market, with no competitive operator, the issues of access and 

interconnection becomes practically non-existent. This did not however deter the 

legislature from empowering the Regulator to regulate interconnection. In fact, Regulation 

47/1999 Part Seven deals with issues of interconnection. And most notably, it imposes 

obligation on all licensees to ‘‘interconnect its telecommunications system to the 

telecommunications system of such other licensees’’.124 It also requires the Regulator to 

enact directives on interconnection though such legislation is yet to be enacted.   

 

One area where the issue of interconnection may become relevant in the current Ethiopian 

telecommunications market is regarding interconnection of small service provider’s 

networks. VAS providers in particular have the right to interconnect with the equipment 

and networks of the Operator. However, this kind of interconnection has hardly been an 

issue to call the Regulator in to action. Nevertheless, regulating interconnection issues 

between VASP and ET could become necessary as the VASP grow and demand more 

concessions from ET.  

3.2.5   Consumer Protection 

Protecting and promoting the rights and interests of telecommunications consumers is at 

the heart of the actions of a telecom regulator.125 Sensitive issues like the right of access to 

services and their fair pricing, the protection of privacy of personal information and 

identity are involved. The sensitive issue of security is also at stake from the perspective of 

the government and striking the balance between the privacy rights of consumers and 

security interests of the government is a crucial issue. This however becomes a challenging 

task when the government that sets policy is also owner of the operator (direct employer) 

and the regulator is not independent to take action that may be against the perceived 

interests of the government. In such a scenario it is likely for the balance to be skewed 

against the privacy interests of consumers. 

 

                                                 
123 Farr and Oakley (2006), pp.230-290. 
124 Regulation 47/1999, Article 56(1) 
125 Farr and Oakely (2006) pp. 291-305.  
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Privacy and data protection seems a forgotten right in the Ethiopian legal system in general 

despite a constitutional guarantee.126 There is no legal prescription on the operator 

regarding privacy and data protection rights of users. Neither ETA nor MCIT (SRD) took 

any noticeable measure in this regard. The safety and security of communications has been 

given emphasis by the government in policy documents.127 But with the exception of few 

passing mentions of the issue, the Regulator was not given express mandate to regulate 

safety and security of communications.128  

 

The Regulator did not have a well thought out universal service plan nor universal service 

fund. Universal service has been part of the service expansion plan of the operator funded 

mainly through cross-subsidies and government budget. 

 

ETA was also passive in regulating roaming services. Until recently, roaming service was 

restricted only to post-paid subscribers who enter in to a specific contract with ET and 

deposit 500 USD (8,712 Birr) which is prohibitively high except for few business 

customers. The roaming tariff has also been one of the highest.129 For instance, a roaming 

call from Ethiopia to North America costs 4 USD (69 Birr) per minute which is nearly six 

times as costly as the international per minute call price, 0.71USD (12.3 Birr) while ET 

customers pay the customers tariff plus 10%. 

3.3   Telecom Regulation after 2010: The MCIT (SRD) 

The telecom reform process in the country and most certainly the telecommunications 

regulatory process took another turn in 2010 where the partially independent telecom 

regulatory body, the ETA, was folded in and its powers and functions transferred to a 

government ministry, the Ministry of Communications and Information Technology 

(MCIT). The MCIT was entrusted to administer and regulate the communications sector as 

a whole. Accordingly, all the powers and duties of the former Ministry of Transport and 

Communications, ETA and the EICTDA were transferred to the MCIT by Proclamation 

691/2010. MCIT is the responsible government body to promote, develop and regulate the 

                                                 
126 FDRE Constitution, Article 26. 
127 GTP, INSA and Regulation 47/1999. 
128 Article 7(3) of Regulation 47/1999 requires licensees to maintain their installations to provide ‘safe’  
     services. 
129 See Section 2.5.4. 
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broader ICT sector. Formulation, planning, monitoring and implementation of policies and 

laws regarding the ICT sector are its core mandate.   

 

The MCIT has four core directorates: the Standard and Regulatory Directorate (SRD), the 

e-Government Directorate, the ICT Capacity Building Directorate and ICT Private Sector 

Development Coordination Directorate.  

 

The Standard and Regulatory Directorate (SRD), headed by the former Assistant Director 

General and Director of Standards and Type Approval Directorate of ETA, Mr. Balcha 

Reba, is the responsible directorate for the regulation of the communications sector. SRD 

is mainly responsible for developing national ICT services & product standards, laws, and 

frameworks and ICT regulatory mechanisms. SRD’s three core functions are: telecom 

standardization and regulatory service, IT standardization and regulatory service, and post 

standardization and regulatory service. SRD consolidates the functions previously 

undertaken by different agencies: the ETA and EICTDA that were responsible for 

telecommunications and IT sectors respectively. In addition, the postal services sector is 

also brought under its domain. 

3.3.1    Regulatory Powers and Functions of MCIT (SRD)  

Besides transferring the powers and duties of ETA and EICTDA to MCIT, Proclamation 

691/2010 (as amended) specifies powers and duties of MCIT regarding the ICT sector as a 

whole. The main powers and duties of MCIT (SRD) regarding telecommunications 

include: 

    - promote expansion of communication services and the development of information  

      technology; 

    - set and implement standards to ensure the provision of quality, reliable and safe ICT  

      services; 

    - regulate the rate of telecommunication service charges; 

    - license and regulate telecommunication service operators; 

    - ensure the technical compatibility of telecommunication equipments; 

- facilitate the creation of institutional capacity for the effective implementation of    

  information technology development policy; 

    - facilitate the creation of fast and affordable information access; 
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- issue directives necessary for regulating telecommunication, postal and information   

   technology services; 

    - collect service fees in accordance with rates approved by the Council of Ministers.130 

 

The MCIT (SRD) inherits the legacy of the ETA. All laws, regulations and directives not 

repealed or inconsistent to Proclamation 691/2010 (as amended) as well as licenses, 

standards and other measures taken by the ETA are still applicable. It is however, 

important to note that the MCIT (SRD) is yet to take any noticeable regulatory measure. 

The PPP (Public Private Partnership) initiation seems a major undertaking underway under 

its auspices.  

3.3.2    The PPP Initiative 

The PPP program was initiated by the EICTDA to work in partnership with the private 

sector in ICT. EICTDA developed a PPP guideline that outlines the framework to:  

 

…enable and promote private investment in the ICT infrastructure creation, 

maintenance and/or operation of structures and facilities that are in the public 

interest ensuring economically sound and efficient performance and service 

delivery. The public-private partnership framework includes the areas of 

financing, design, construction, supervision, organization and management of 

PPP projects.131   

 

The PPP is now run by MCIT. The MCIT can use its mandate to engage private partners 

on competitive basis in the wider ICT sector so as to bring mutual benefits to the 

government, citizens and private actors. Though the PPP seems promising in enabling the 

private sector to enter the telecom market, it is yet to yield any significant result.   

3.3.3    Other Functions 

The MCIT has numerous other functions relating to the expansion and development of 

ICT. This include domain name assignment and monitoring, regulating country code top 

level domain, develop and coordinate government institutions' information system, 

                                                 
130 Proclamation 691/2010 (as amended), Article 24(1). 
131 PPP Guideline, p.6 
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facilitate the development of institutional capacity for the implementation of IT 

development policy, assist and follow up the implementation of information network 

between government institutions, ensure mission critical systems and services in public 

sector are computerized and online services are gradually available to users, and certify IT 

professionals and entities.132 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
                                                 
 
132 Proclamation 691/2010 (as amended), Article 24(1. 
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4    Regulatory Challenges and Prospects  
 

This chapter examines the challenges facing the regulator of the monopoly telecom market 

in Ethiopia. The challenges include those uniquely faced due to the structure of market in 

the country and the institutional limitations of the regulatory bodies as well as general 

regulatory challenges.  

4.1   Lack Independent Regulator    

An independent regulator is deemed crucial in guiding the development of 

telecommunications market as it gives certainty and confidence to investors and 

consumers.133 Nevertheless, independence is relative in the sense that no democratic 

institution will have absolute independence; some sort of check and balance mechanism of 

an institutional nature is inevitable and desirable.134  

 

As discussed in chapter three, the Ethiopian telecom Regulator is a government ministry, 

Ministry of Communications and Information Technology (MCIT). The MCIT is headed 

by a minister appointed by the Prime Minister and is directly responsible for the Prime 

Minister and the Council of Ministers. The regulator is a typical political body and its 

decisions are basically political. Its finances are budgeted by the government and its 

employees are civil servants. Thus, the Ethiopian telecom regulator is not free from 

political bureaucracy at all. Nor is the Regulator functionally independent as it is a political 

body regulating a government owned monopoly operator. As it is discussed in Section 4.7, 

there is a conflict of interest that prevents the Regulator from being an impartial arbiter. 

Although the MCIT can be more independent form the industry than ETA was the fact that 

it is typically a political body will inhibit it to take policies not compromised by political 

interests. This may further dampen investor and consumer confidence on policy and 

                                                 
133 Walden (2009) pp. 62-64. 
134 Ibid. 
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decision making processes dragging down the development of the sector and its 

contribution to the national economy. 

4.2   Regulatory Uncertainty  

Presently, there is air of confusion in the telecommunications sector in terms of regulatory 

directions and policy. The uncertainty started especially when the partially independent 

regulatory body, ETA, was abolished in 2010 in favour of a ministerial body. This 

represents a regression back to regulation of telecom through ministerial power. Although 

all powers and responsibilities of ETA and the Ministry of Communications and Transport 

regarding the communications sector were transferred to the MCIT, the latter has yet to put 

its regulatory footprint in the market. In fact, some of the good practices of ETA like 

publication of Quality of Services Standards (QoSS) inspection reports are discontinued.  

 

The Ethio Telecom Establishment Council of Ministers Regulation No.197/2010 adds 

more to the uncertainty. Article 3 of the Regulation states that ‘‘[a] body to be designated 

by the government shall be the supervising authority of the Telecom’’. The uncertainty 

looms large as the Ethio Telecom establishment law came in to effect a little over a year 

after that of MCIT establishment Proclamation No. 691/2010 and two months after its 

amendment proclamation 723/2011. Although the Regulation cannot repeal the 

Proclamation due to the hierarchy of laws, it signals a new regulatory framework 

(institution and rules) is in the pipeline thereby sustaining the uncertainty. 

 

As per the management outsourcing arrangement, the performance of France 

Telecom/Ethio Telecom will be assessed by the end of the two years.135 This seems to 

create a vacuum during the two years period as there seems no formal regulatory oversight 

of the Operator. The current regulatory body, SRD, seems to be reluctant to fully embrace 

the role; the directorate website merely puts a link to the former ETA website when it 

comes to telecommunications regulatory function unlike the other two services it 

regulates.136  

                                                 
135  According to the original agreement, France Telecom was to transfer management responsibility by the 
summer of 2012. This was however extended by 6 months. Moreover, France Telecom recently appointed a 
new CEO, Bruno Duthoit, in place of the departing CEO, Jean-Michel Latute. 
136 See http://www.mcit.gov.et/?q=node/16; http://www.eta.gov.et/About%20ETA.html  
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4.3   Lack of Skilled Human Resource 

Having personnel with the skills, expertise and experience that regulatory decision making 

requires is a prerequisite for establishing a credible and effective regulator. However, 

qualified human power that competently handles the sophisticated and complex regulatory 

activities is in short supply in Ethiopia.  Human capital in the computing and 

communications field that design and implement systems is very limited and grossly 

disproportionate to demand.  A 2005 survey by the Ethiopian science and Technology 

Commission found that out of 311 PhD holders in academic institutions only 22 (7%) 

specialize in engineering and information technology, and the figure was pretty much the 

same until 2010. The lack of a highly qualified work force remains a challenge in other 

crucial areas as well.  The shortage of well trained and experienced personnel in the critical 

fields to handle the complex issues raised by telecommunications regulation has been a 

challenge affecting the competence of the Regulator.  

 

The various measures being implemented may however alleviate the problem in the long 

run. Many universities in the country are offering programs in ICT and engineering and 

student intake is increasing. Encouraging signs have already begun to be seen though there 

remains a long way in solving the acute shortage of skilled human power.   

4.4   Out-dated and Poor Legislations and Standards 

The main telecommunications legislations were enacted in the 1990s following the global 

telecom bubble. Piecemeal amendments that followed in 2002, 2010 and 2012 to the 1996 

law mainly concerned with prohibiting licensing operators in basic telecommunications 

services, prohibiting VoIP services and abolishing the telecom regulator. The telecom laws 

are proving to be out-dated to properly regulate the sector constantly affected by fast 

technological developments.  

 

The situation is even direr regarding the standards, especially quality of service standards. 

These standards were introduced while the mobile telephone segment was in its infancy, 

the fibre optic national backbone was in its conception and the internet was mainly a dialup 

services system. Significant strides have been made in improving telecom services in 

almost all segments: faster broadband internet service is available, the upgrading of the 

national backbone has increased network capacity and 3G mobile networks is now 
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available. Despite these changes the QoSS remain unchanged. The old legislations and 

lower standard of services requirements tie the hands of the Regulator while the provider is 

not legally required to strive for higher standard of services. Moreover, the absence of 

competition means the Operator has little or no market incentive to aspire for higher 

standard of services. Constant upgrading of the telecommunications law is thus necessary 

for the proper guidance of the sector.  

4.5   Convergence  

Convergence of telecommunications, IT and media sectors -- where services (voice, 

internet access and broadcasting) traditionally associated with one sector are effectively 

provided by others as a bundled package over the same network -- is accelerating. 

Telephone networks are upgraded to offer ADSL services; IP technology enables to offer 

Internet TV, VoIP and a whole host of services; mobile service providers can offer data, 

video and voice services; and cable television providers can offer voice, internet access, 

and broadcast services.137  

 

The convergence of network infrastructures to provide new services has been challenging 

the ITC sector regulatory framework traditionally designed for separate regulation of the 

sectors. The fast development of technologies means legal systems are playing catch up. 

The question is how fast a legal system is evolving and encourages rather than hamper 

technological innovation and development. Some legal systems are still stuck with the old 

framework dragging down technological developments and benefits from it. The Ethiopian 

legal system is one of them. Consolidation of regulatory rules and bodies and adoption of 

technology neutral rules seems the trend. For instance, the largest ICT market in Europe, 

the UK consolidated regulatory power in 2002 entrusting OFCOM to regulate 

broadcasting, telecommunications and IT services to effectively coordinate the sectors.138 

A partial consolidation was made in Ethiopia as well as the MCIT was given the power to 

regulate the telecommunications and IT industries in 2010. However, the broadcasting 

sector is regulated by another regulator, the Ethiopian Broadcasting Authority (EBA), and 

                                                 
137 Laurent Garzaniti and Mattew O’Regan, (2010), p. 32.  
138 UK Communications Act 2003. 



61 

 

broadcasting services are excluded from the definition of telecommunications services 

thereby maintaining the old classification.139  

 

Even though Ethiopia has only one national TV broadcaster (Ethiopian Television) that 

uses traditional over-the-air broadcast method broadcasting to a small number living in 

towns and a single telecom operator, the ICT market could not escape from the influence 

of convergence. To a varying extent, the technological basis of the industries, the 

boundaries of markets, and the organization of suppliers has been shaken. Dial up internet 

and ADSL services are being provided using telephone lines. Despite its limited capacity, 

mobile broadband is enabling a wide range of services in the country. VoIP, streamed TV 

broadcasting and video conferencing services are available in some networks like 

WeredaNet, SchoolNet and HealthNet. However, the full effect of convergence of the ICT 

sector has been falsely prevented and particularly the organization of suppliers remained 

largely unchanged. This has however step price: the country has entrenched monopolies 

with no competition, very poor infrastructure and ICT penetration and inflated tariff in 

some ICT service segments and an increase in grey market services. 

 

Despite the legal and structural limitations, VoIP in particular has been a challenge to the 

Ethiopian telecommunications market and its regulation. Prohibition of VoIP coupled with 

cheaper VoIP calls compared to international call tariff lured many to illegal VoIP service 

providers. Controlling such service providers has been even more difficult because of lack 

of capacity to control international passage. Besides failing to benefit from the 

opportunities VoIP brings (low cost infrastructure development and more efficient network 

utilization and low cost service provision),140 the incumbent operator, for the protection of 

which the restriction is in place, has been reporting huge loss of revenue because of illegal 

call origination and terminations from VoIP companies. Embracing IP technology where 

voice is expected to become only one application and regulating it properly is the only way 

forward.   

                                                 
139 Proclamation 47/1996, Article 2(1 &2). 
 
140 Ibid, p.162. 
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4.6   Emergence of Ethio Telecom 

Following the management outsourcing contract with France Telecom Orange, a new 

telecom company under the name of Ethio Telecom (ET) has emerged. To be more 

specific, ETC was rebranded as ET and hence inherits the rights and duties of the former 

ETC. What is different now is the new company is headed for a limited period by an 

independent management lead by a foreign firm apparently with little or no political 

interference. The considerations that used to weigh more seem to matter less under the new 

company. A good example is the huge lay off ET undertook to streamline the company and 

reduce administrative costs and thereby maximize profit. Numerous other profit 

maximizing measures have also been taken by ET. The measures ET has so far taken seem 

to show that a more profit oriented operator has emerged. And the challenge begins right 

from there for the regulator.  

 

Regulating a telecom operator that churns out new products and services more frequently 

than the former operator and is motivated to garner as much profit as possible is more 

challenging. The Regulator needs to have a hawkish eye to assess whether the operator 

plays fair. And this is important as the market mechanism won’t protect the interests of 

consumers; in the absence of competition, the Operator has little motivation to reduce 

price, increase quality unless proper regulatory safeguards are in place. However, the 

Regulator doesn’t seem to be in a position to fully control the situation. 

 

A related challenge is that ET is still a state owned company; it is only recently that it is 

authorized to reinvest its profits instead of transferring it to the government.  So there goes 

the thinking, whatever income it generates belongs to the state. This vividly depicts the 

conflict of interest: the owner (beneficiary of profits) of the Operator, the Government, is 

also controller of the activities of the Operator in its relation with customers. The 

Regulator is thus holdback from being proactive in its regulatory functions and take 

measures to protect interest of consumers. An illustration is the failure of ET’s prepaid 

mobile card vouchers refilling system which effectively prevented subscribers from using 

their phone for several weeks. Although it was later admitted the crush happened due to 

congestion as ET failed to upgrade its capacity to accommodate the huge circulation of low 

denomination cards and growth of subscribers, no regulatory action was taken against ET. 

Near zero service for weeks is thus no cause for action for the Regulator. ET was only 
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publicly urged to improve its quality of services by the Minister of Communications and 

Information Technology.   

4.7   High Market Entry Barriers  

As discussed in the previous chapters, the Ethiopian telecom market is characterized by 

high market entry barriers. The most significant barrier is the legal barrier; provision of 

telecom services is a legal monopoly allowed only for a state owned operator. The 

restriction is enforced through a very restrictive licensing regime where only a state-owned 

operator is allowed to provide all the basic telecom services.  

 

As a result, there has not been new entrant in the telecommunications market in spite of the 

inefficiency of the incumbent operator. A promising prospect seems on the horizon though 

due to the Public Private Partnership (PPP) initiative and the granting of licensing power to 

the MCIT. The MCIT could use its power to select and license a genuine private partner to 

provide telecom services. The transfer of power from ETA to MCIT could also be for 

closer government control of the process of private partner selection. To do this MCIT may 

not necessarily need change of the 2002 Telecom Amendment legislation which prohibits 

licensing other operators to provide basic telecommunications services as the recent law 

(Proclamation 691/2010) prevails.  

4.8   Gradual Market Liberalization 

The telecom reform process has already started no matter how slow it might be. And no 

matter how long it could take it will arrive at the destination of telecom reform, i.e., market 

liberalization. Although there are questions on reform sequencing and there does not seem 

to be planed and consistent policy on the matter, measures aimed at involving alternative 

telecom service providers in the Ethiopian telecom industry have been taken.   

 

Among the most promising of the measures taken in this respect is the licensing of value 

added services providers (VASP) which enabled the flourishing of webhosting service 

providers, data service providers, yellow page service providers, internet cafes, etc. The 

licensing of Telecenter and Resale service providers is another notable measure that 

enabled the flourishing of payphone service providers all over the country making 

telephone services available to people who would otherwise not have access or would have 
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to travel long distances to get one. The fragmented nature of private payphone providers is 

a challenge in itself. Such services are provided in kiosks and are mostly unregulated.   

 

Another regulatory challenge is reining the relationship between the Sole Operator and the 

small service providers and most importantly supervising if the sole Operator respects its 

obligation and provide services in ways that enables the small providers to flourish and 

grow. This challenge will only grow as the small service providers grow and demand more 

concessions from ET. A more proactive role as well as effective dispute resolution 

mandate for ETA is crucial if it has to properly guide the functioning of the market. 

 

The paradox however is the Regulator does not seem to have been given mandates like 

dispute resolution. For instance, in the event of dispute between ET and VASP the latter 

are to take the case to courts and not to the Regulator.  Such an approach and tendency will 

deny the Regulator an important regulatory function to pass important policy precedents by 

which ET should live. Courts should have been given only appellate jurisdiction. 

 

On wider policy issues, more market opening or liberalization may be on the horizon. The 

successful completion of the modernization programs underwent at ET and the achieving 

of roll-out and service targets by the end of the current GTP (the five years national 

Growth and Transformation Plan) by 2015 may lead to a pro-competitive policy. If such a 

policy is adopted it is only natural that the complexity of regulatory issues will increase 

and so does the role of the Regulator. Regulating a competitive telecom market is certainly 

more challenging than that of a (public) monopoly as issues between operators needs to be 

reined in addition to customers-operators relationships which usually is the main issue in 

later types of markets. 

 

There was an initiative by the government to establish a telecom company run by the 

redundant workforce of ETC. The effort did not come to fruition due to the reluctance of 

laid off workers who preferred severance payment. This is a further sign of the 

Government’s tentative position in allowing another company in the sector, preferably a 

local one.    
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In order to properly guide the potential liberalization of the telecommunications market the 

Regulator needs to properly place itself. Developing its capacity is thus crucial.  
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5    Conclusion and Recommendations  

5.1    Conclusion 

The Ethiopian telecommunications market is poorly developed. Network coverage and 

capacity is very low with the vast majority of the population living in rural areas having no 

access. With a telephone density of around 18%, the country has one of the lowest rates of 

penetration, lower even by East African standards. The quality of telephone services is also 

dismal: connection success rate is low, dropped call rate and interruption of calls is high. 

Internet access and service quality is even worse at about 0.25% subscription rate the vast 

majority being dialup internet users that has advertised speed of 56kbps but much less real-

time speed.  

 

Despite all the ailments, the telecommunications market remains a monopoly with the 

state-owned operator, recently rebranded as Ethio Telecom, being the sole provider of 

telecommunications facilities and services (telephony, fax, internet and data). Competition 

is only half-heartedly embraced in policy documents, and in practice, neither entry of new 

operators is allowed nor is competition within the market encouraged. Market entry is 

effectively prevented by the licensing regime where only a state-owned operator can be 

licensed to provide the basic telecom services.  

 

Although lower level service providers like resellers and value added service providers 

operate in the market, this does not essentially affect the monopolistic nature of the market; 

ET is protected from direct competition by various measures. Resellers purchase services 

from ET, just like any customer, at the prevailing ET retail tariff. Resellers then sale the 

services by adding charge to make profit making resale tariff significantly higher than ET’s 

retail tariff. This prevents resellers from becoming competitive or alternative service 

providers. As a result, the business of resale become unviable and seems a temporary 

measure of making services available, at higher price, to citizens who cannot have direct 
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access to services of ET resulting in the disappearance of resellers as fast as the reach of 

the services of ET. 

 

Value added service provision seems relatively promising; ET is obliged to encourage the 

business by providing its services at fair price, give 30 days prior notice to tariff changes, 

etc. Nonetheless, value added service providers do not seem to have the required level of 

impact in altering the market structure as the services are non-core services. Further, the 

potential to open the internet market for competition through value added service provision 

is somehow spoiled as only dialup internet is allowed for value added services provision. 

Hence, only cable, switch, terminal equipment installation, and maintenance services and 

the equipment market remain competitive though such services cannot significantly 

improve the poor connectivity or quality of services in the country. 

 

Although regulatory function was separated from operation in 1996, the regulatory body 

(ETA) was not fully empowered to effectively regulate the market: it didn’t have power to 

adopt policies, enact laws and enforce them, and was largely non-responsive to market 

demands and customer interests. Its licensing functions were hugely restricted: it could not 

license any operator other than the then Ethiopian Telecommunications Corporation, and it 

could issue licenses only in areas specified by the Ministry to which ETA was accountable. 

Nonetheless, asides standard setting, it was in licensing where ETA left some legacy as it 

had to license internet cafes and telecenters/resellers. ETA carried no significant functions 

in terms of consumer protection, nor was consumer protection given due emphasis in any 

of the telecommunications laws. Quality of services auditing was interrupted shortly 

without making any impact in improving the deteriorating quality of services when the 

ETA was folded in and its powers and functions were transferred to a government 

ministry. 

 

Currently, telecommunications regulation is the responsibility of Ministry of 

Communications and Information Technology (MCIT), which has a directorate within to 

carry out the regulatory function. This represented a regression from the widely followed 

trend of regulating the telecommunications sector by an independent regulatory body. 

Moreover, there seems no formal regulatory oversight of the operations of France 

Telecom/Ethio telecom as performance of the latter will be assessed by the end of the 
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management agreement. The establishment legislation of Ethio Telecom hints for a 

supervisory organ to be assigned in the future thereby creating uncertainty. The absence of 

a stable regulatory body with effective power to guide the market is an obstacle facing the 

market. The same is true regarding policy. There hasn’t been consistent and clear policy 

and guideline for the sector over the years. The process of change also seems to lack 

transparency preventing building the trust of the market and customers. 

 

A related problem has been ensuring impartiality of the regulator due to inevitable conflict 

of interest since the government owns the sole operator and controls the regulator as it is a 

political body. Absence of independence from political organs and the Operator has been 

an obstacle to establish an effective and credible regulator in the country.  

 

Despite policy statements regarding technology neutrality, the regulatory rules and 

institutions of the ICT sector in the country are predominantly delineated along the old 

categorization: telecommunications, IT and broadcasting. IP technology (VoIP) is yet to be 

embraced though it is one of the defining technologies in the sector worldwide, and cable 

television (provider) is non-existent. The restrictions coupled with the limitation of the 

wireless capacity meant convergence in services is insignificant. Nonetheless, issues of 

convergence of services and products are increasingly appearing and beginning to 

challenge the entrenched regulatory and institutional framework, which has so far been 

largely non-responsive.  

 

In the current regulatory framework Consumer rights and interest in particular are given 

second fiddle at best. The current management outsourcing arrangements have made this 

vivid where no formal regulatory oversight is undertaken during the two years period.  

 

Although the telecom reform process in Ethiopia started a decade after the EU Green Paper 

of 1987 that paved for the full liberalization of EU telecommunications market in a little 

over a decade, the reform efforts in Ethiopia are yet to produce any significant 

developments in this regard. Rather, the measures taken by the Ethiopian Government 

seem largely cosmetic. 
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5.2    Recommendations 

 

  A separate and independent regulatory body with effective power to adopt policies, 

enact rules and enforce measures should be established. The opportunity should be 

seized on to establish the new regulatory institution that is structurally and functionally 

independent, separate and free from the market and political bureaucracy and well 

equipped to steer the development of telecommunications market.  

 

  As appropriate legal framework is essential for the success of any telecommunications 

reform program, the necessary legal instruments should be put in place to properly 

protect the interest and rights of citizens as well as steer the development of the 

telecom market.  

 
  At least controlled liberalization of the telecom market should be embarked so as to 

alleviate the dire situation. If the consideration of telecommunications industry as ‘cash 

cow’ looms large, competition can be started by opening the market for local 

companies as it is successfully done in the banking sector.   

 
  Policies and laws concerning telecommunications should be technology neutral not to     

      arrest the development of the sector and properly rip the benefits technological  

      innovations are bringing to the sector.  
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Annex I:   National Fibre Optic Backbone 

 
 

Source: Ethiopian Telecommunications Corporation 

 

 

 

 

 

 

 

 

 Annex II  



2.1. Fixed telephone line Penetration per hundred inhabitants 

 2005 2006 2007 2008 2009 2010 

Ethiopia 0.82 0.94 1.13 1.13 1.13 1.1 

Africa 1.5 1.5 1.5 1.5 1.6 1.5 

Eritrea 0.84 0.81 0.78 0.82 0.95 1.03 

Djibouti 1.31 1.37 1.68 1.74 1.93 2.08 

Sudan  1.48 1.27 0.85 0.88 0.87 0.86 

Kenya 0.81 0.8 1.24 1.68 1.68 0.94 

Uganda 0.31 0.37 0.55 0.54 0.72 0.98 

Nigeria 0.87 1.18 1.07 0.87 0.96 0.66 

Egypt 14.12 14.41 14.59 15.13 12.94 11.86 

South A 9.89 9.6 9.28 8.97 8.68 8.43 

  Source: ITU’s key 2000-2010 Country Data, ET 

NB: There is slight difference between ITU’s and Ethiopian official data; the latter shows higher     

        figures. For example, the fixed line penetration rate was 1.2% in 2009 and 1.36% in 2010. 

 

2.2.   Mobile Penetration per hundred inhabitants 

 2005 2006 2007 2008 2009 2010 2011 

Ethiopia 0.35 1.14 1.55 2.46 4.99 8.26 17.94 

Africa 12.4 17.9 23.5 32.4 38.0 45.2 53.0 

Eritrea 0.9 1.33 1.76 2.2 2.77 3.53  

Djibouti 5.45 5.44 8.28 13.19 14.77 18.64  

Sudan  4.76 11.9 20.36 28.95 36.11 40.54  

Kenya* 12.95 20.09 30.28 42.04 49.07 61.63 71.3 

Uganda 4.63 6.84 13.83 27.3 28.99 38.38  

Nigeria 13.29 22.55 27.49 41.81 48.24 55.1  

Egypt 18.37 23.82 39.11 57.71 69.44 87.11  

South A 71.09 82.06 86.6 91.24 93.34 100.48  

 

Source: ITU’s key 2000-2010 Country Data, ET Press Release, CCK 2011/2012 2nd 

quarter report 

 NB: There is slight difference between ITU’s and Ethiopian official data; the latter shows 
higher figures.  
 



 

2.3.   Internet Penetration Rate per hundred inhabitants 

 2005 2006 2007 2008 2009 2010 

Ethiopia 0.02 0.03 0.04 0.04 0.09 0.09 

Africa 2.4 3.3 4.0 6.4 9.5 11.3 

Eritrea 1.79 2.6 2.51 4.06 - 5.4 

Djibouti 0.95 1.27 1.62 2.26 4 6.5 

Sudan  1.29 8.09 8.66 10.16 - - 

Kenya 3.1 7.53 7.95 8.67 10.04 25.09 

Uganda 1.74 2.53 3.67 7.9 9.78 12.5 

Nigeria 3.55 5.55 6.77 15.86 28.45 28.43 

Egypt 11.7 12.55 16.05 18.01 24.28 26.74 

South A 7.49 7.61 8.07 8.48 10 12.3 

  Source: ITU’s key 2000-2010 Country Data, ET 

 

 

2.4.   Fixed line Tariff 

Services  Prices  

Intra urban (local) 0.23 for 6 minutes 
Inter Urban  0.6 peak  0.29 off 

  Across zone 1.17 

 

0.35 off 

  Subscription fee 

      

Residential  283.3 

 Enterprise 278 

 

 

Monthly Rental 

 

Residential 9.2 
Enterprise 19.6 

 

2.5.   Mobile Tariff 

 Prices 

Per minute call charge 0.83 

 

0.35 

 

 

Subscription fee 

      

Residential  Pre-paid 

 

45 
Postpaid 165 

Enterprise Postpaid 160 
Monthly Rental 

 

Residential Pre-paid -- 
Postpaid 29 

Enterprise 28.8 
Minimum Initial Deposit Residential 1,000 
SMS Local  0.35 



International Djibouti 4.37 
Rest of the World 6.1 

 

 

2.6.   Internet (Residential) Tariff 

 Speed 

 

Subscription 

fee 

Monthly fee Limited usage 

per month 

Charge per 

minute 
      CDMA 

2000 x1 

 Pre

-

 

postpaid Pre-

paid 

post

paid 

Pre-

paid 

postpai

d 

peak Off-

peak 

15

1 

161 - 46 - 600min

utes 

0.10 0.7 

EVDO  230 300 1 GB  

        ,,  500 2 GB  

        ,,  700 4 GB  

ADSL 512kbp

 

   400 400 2 GB  

1 mbps    ,, 550 4 GB  

2 mbps    ,, 700 6 GB  

Dialup  101.74  40 600 minutes 

  

Mobile      

NB: 15% Vat is not included 

 

 

 

 

 

 

 


	1st
	Body - Copy.pdf  3
	Acknowledgement 
	Table of Contents 
	Abbreviations 
	1    Introduction
	1.1   Statement of the Problem
	1.2   Research Question and Objective  
	1.3   Justification of the Study
	1.4   Limitations of the Study             
	1.5   Research Methodology 
	1.6   Chapter Outline 
	2.1   Historical Perspective
	2.2   Telecom Sector Contribution
	2.3   ICT Policy
	2.4   Exclusive Rights
	2.5   Market Segments Opened for the Private Sector
	2.5.1     Resale and Telecenter Services    
	2.5.2     Value Added Services
	2.5.3     Equipment Installation and Maintenance Services

	2.6   Status of VoIP
	2.7   Network Coverage
	2.8   Service Quality and Affordability   
	2.9   Management Outsourcing and Emergence of Ethio Telecom
	3.1   Telecom Regulation Before 1996
	3.2   Telecom Regulation from 1996-2010: The ETA
	3.2.1   Licensing 
	3.2.1.1    The Sole Operator  
	3.2.1.2    Resale and Telecenter Service Providers   
	3.2.1.3    Value Added Service Providers
	3.2.1.4    Equipment Installation Service Providers
	3.2.1.5    Private Networks

	3.2.2   Standard Setting and Supervision
	3.2.2.1   Quality of Services Standards (QoSS)
	3.2.2.1   Type Approval

	3.2.3   Tariff Regulation
	3.2.4   Access and Interconnection 
	3.2.5   Consumer Protection

	3.3   Telecom Regulation after 2010: The MCIT (SRD)
	3.3.1    Regulatory Powers and Functions of MCIT (SRD) 
	3.3.2    The PPP Initiative
	3.3.3    Other Functions


	4    Regulatory Challenges and Prospects 
	4.1   Lack Independent Regulator   
	4.2   Regulatory Uncertainty 
	4.3   Lack of Skilled Human Resource
	4.4   Out-dated and Poor Legislations and Standards
	4.5   Convergence 
	4.6   Emergence of Ethio Telecom
	4.7   High Market Entry Barriers 
	4.8   Gradual Market Liberalization

	5    Conclusion and Recommendations 
	5.1    Conclusion
	5.2    Recommendations

	Bibliography

	Annexes
	Annexes 


