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Executive summary
As demonstrated in Asian and European telecommunication systems characterised by adequate budgets and
eﬃcient administration, a state monopoly in the right circumstances can make rapid and major strides towards
universal telecommunications access. Ethiopia has been trying to emulate such a trend in its own economy. Under
a public monopoly, the information and communication technology (ICT) sector in Ethiopia has seen substantial
growth over the last five years. Mobile telecommunications grew from a mere 1.2million subscribers in 2007 to
around 22million subscribers by the end of 2012. Internet and data subscribers grew sevenfold from 31 400 in 2007
to 221 000 in 2011. By 2012, the voice communication coverage had reached 64%, a significant progression given
Ethiopia’s start from a low base.
The government has been investing in communications infrastructure to oﬀset low communications penetration.
A vendor credit scheme supported by US$1.5billion in finance from the Export-Import Bank of China (EXIM) in 2007
and implemented by the Chinese firm Zhongxing Telecom Corporation (ZTE), has generated 10 000 kms of fibre and
expansion of the mobile transmission network to provide for over 30million subscribers and deliver a CDMA wireless
network covering rural towns.1
The Ethiopian Government has also been investing in human resources development and e-applications to aid its
expanding communications network. The national e-Government Strategy of 2011 lists over 200 e-services to be
rolled out over the next two years. The Ethiopian Government has also been building a national “IT Park” with the aim
of attracting IT service companies such as those involved in business process outsourcing.
However, the Ethiopian ICT sector remains underdeveloped compared to its peers in Africa, such as its neighbours
Kenya and Sudan. The country’s global ICT index has only improved marginally over the past few years. Mobile
penetration is three times less than that of the African average of 60%, at roughly 25% in 2012. The 2.7% internet access
ratio is half the African average of over 5%. Broadband penetration, which has been found to increase competitiveness
in institutions and between individuals, is, at 0.1% in 2012, 40 times smaller than the African average of 4%.
Broadband internet speeds are extremely slow, operating far below advertised speeds, and frequently with a high
contention ratio. The low broadband quality of service (QoS) is weakening the investment, economic growth,
education, and entrepreneurship needed for the country to progress.
The potential for competitive ICT sector development exists, if the government’s eﬀorts in infrastructure development
can be accompanied by policy and regulatory reform. The experiences of neighbouring African countries show
that the ICT sector fares better when the government creates a competitive and innovative environment. The ICT
regulatory and ICT sector experiences in Kenya, cited on several occasions in this report, reveal that liberalisation of the
ICT environment in Kenya has generated government tax revenue close to the amount that Ethiopia borrowed from
China’s Export-Import Bank. Nothing prevents Ethiopia from making similar progress over the next five years, if careful
policy choices are made to foster its ICT sector. In the short-term, the government needs to:

1 The vendor credit project entered a second phase in early 2013, via a new US$1.6billion loan from the Chinese bank EXIM. In
terms of this second phase, ZTE and another Chinese firm, Huawei Technologies, will increase wireless telecommunications coverage from 64% to 90%, the number of mobile subscribers from 17.5% to 45%, and the number of internet subscribers from 210 000
to 5million by the end of 2015.

The Ethiopian
ICT sector grew
substantially over
the last decade
but it remains
underdeveloped
compared to its
African peers
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tintroduce competition in areas such as the internet, web content, and the domain registration market; and
tlicense a second mobile operator to focus on broadband oﬀerings (assuming the voice gap will be closed soon).
A market-oriented
policy and gradual
liberalisation of the
sector is crucial for
competitiveness
and economic
development

The Ethiopian Government also needs to pay particular attention to availability, QoS, reliability, security, and
aﬀordability of the broadband network, which is critical to national competitiveness and improved delivery of
public services to citizens. The low broadband QoS in Ethiopia is derailing the country’s gains in the ICT sector,
weakening public tax revenues and the overall competitiveness of the nation. Government can improve the quality
of information and ICT services by:

tcarrying out ongoing analysis of ICT use and QoS;
tbuilding the capacity of the Ministry of Communication and Information Technology (MCIT) to enforce
guidelines that improve service standards;

timplementing service level agreements and customer service charters that bind Ethio Telecom to well-defined
quality standards; and

tputting in place an eﬀective framework for consumer protection.
It is evident from this report that while investment in the telecommunications sector has grown quickly, the revenue
generated has not shown the same improvement. International direct dial and broadband prices remain high. A careful
analysis of the telecommunications sector pricing is needed to ensure that tariﬀs reflect the sector’s the investments.
The government needs to adjust cross-subsidies between international and domestic calls and ensure that prices are
not burdensome to those at the base of the pyramid (BoP).
The lack of human resources in the ICT sector is a major problem in Ethiopia. Progress has been made in raising overall
knowledge levels in the ICT sector; yet Ethiopia still lacks highly skilled and experienced experts capable of dealing
with complex ICT networks, markets, regulations, policymaking, and the implementation of large socio-technical
projects. In the short-term, there is a need to:

trun a series of comprehensive courses on communications and broadcasting sector planning, policy, and
regulation for senior policymakers;

tprovide training on IT-enabled services, focussing on upgrading the capabilities of local enterprises;
tbuild communications research capacity; and
timprove the private sector’s capacity to participate in IT-enabled services.
Mobile banking
has tremendous
potential for
growth in Ethiopia

The absence of mobile banking and other innovative mobile applications that support social and economic
development has been one of the major setbacks to Ethiopia’s ICT progress in recent years. The opportunity cost will
be high if concerted eﬀorts are not made to create the environment for developing mobile applications. This can be
carried out by forging collaborative partnerships with other countries in Africa, Asia, and Latin America, by linking local
developers with the private sector and by holding knowledge-transfer forums and “boot camps”.
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Introduction
Economic, political, and social development and their implications for the
ICT sector
Ethiopia is located in the Horn of Africa bordering Sudan’s eastern, Eritrea’s southern, and Kenya’s northern borders,
as well as Djibouti’s and Somalia’s western borders. It also borders South Sudan. The Horn of Africa is well known
for drought, hunger, and conflict, but Ethiopia has gained itself relative peace for the last 20 years. The country has
seen political upheaval – from a feudal royalty to a socialist regime in the 1970s and then to a market-oriented one
in the 1990s. The period of socialist rule (1974-1990) has had a negative eﬀect on the country’s development and
its information and communication technology (ICT) sector. Ethiopia is still finding it diﬃcult to heal from the poor
growth suﬀered during the 1980s and 1990s when much reform took place in most other parts of the globe.
Ethiopia is the largest country in the Horn of Africa and the second-most-populous nation in Sub-Saharan Africa.
With a population of 84million in 2012, and gross domestic product (GDP) per capita of less than US$400, it is one of
the poorest countries in the world, ranking close to the bottom of the UN Human Development Index (174 out of
179 countries) in 2011 (UNDP, 2011).

Ethiopia’s ICT sector
is still finding it
difficult to heal
from the poor
growth suffered
during the 1980s
and 1990s when
much global reform
took place

The economy is based on agriculture, which contributes 41% of the total GDP and provides 80% of the nation’s
employment. The major agricultural export crop is coﬀee, providing approximately 30.6% of Ethiopia’s foreign
exchange earnings in 2010-11, down from 65% a decade earlier due to the increase in other exports (US State
Department, 2012). Access to ICTs in the rural areas of Ethiopia is constrained both by limited network coverage and
a low level of electricity penetration – which stood at 17% in 2011 (Ethiopian Government, 2012).
The telecommunications sector in Ethiopia, including fixed-line, mobile, and internet services, is structured under
a public monopoly which is inherently ineﬃcient and provides low levels of investment. The World Bank ranked
Ethiopia 111th out of 183 countries for “ease of doing business” in its Doing Business 2012 report (World Bank and IFC,
2011). The lack of finance to enterprises (either through banks or microfinance institutions), the ownership of land
by the state, and low-quality telecommunications and physical infrastructure are regarded as the main bottlenecks
to investment.
Oﬃcial statistics indicate that Ethiopia’s average annual GDP growth was 11% between 2006 and 2012, although
the economy has begun to feel the pressure of high inflation and a diﬃcult balance of payments situation. The
annual end-of-period inflation, which stood at 16.5% in February 2011, more than doubled to reach 36% in February
2012 (World Bank, 2012). The problem was exacerbated by high fuel and food prices that had a chilling eﬀect on
customers’ ability and willingness to pay for ICT services.
Politically, Ethiopia has remained stable since the current ruling party (the Ethiopian People’s Revolutionary
Democratic Front [EPRDF]) took power in 1991. The EPRDF has led an ambitious reform eﬀort, adopting a more
democratic system of governance and decentralising authority. This has involved devolving power and mandates
first to regional states, and then to districts (woredas) and village authorities (kebeles). However, much of the core
infrastructure, including telecommunications infrastructure, remains centrally controlled and the relevant institutions,
in addition to civil society, remain very weak.

Because telecommunications
remains centrally
controlled, the ICT
private sector has
not strengthened
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Due to the absence of expertise in the policy and regulatory framework in the country, the ICT sector remains
largely oﬀ the radars of civil society and the media. Investment in the ICT sector is regarded as a public-sector aﬀair
and discussions about the need for competition in the telecommunications sector often raise eyebrows in the
public sector. ICT’s private sector is still the least competitive in Africa, constrained by extremely poor broadband
infrastructure, complex and unnecessary red tape, corruption,1 an inadequate enabling environment, and limited
access to capital.
The situation on the ground is inconsistent with the National ICT Policy in terms of its implementation which began
in 2006, and which aims to develop the ICT sector into a globally competitive industry and engine of growth (Federal
Democratic Republic of Ethiopia, 2009).

Progress so far
shows a large
gap between
expectations
and the actual
performance of
Ethiopia’s ICT
sector

The telecommunications sector is one of the strategic pillars in the government’s Growth and Transformation Plan
(GTP) of 2010, in which the state sets an ambitious plan to increase telephony penetration threefold from 18% in
2012 to 60% by 2015. The main strategies put forward in the GTP for attaining rapid infrastructure growth include
upgrading the existing ICT network, improving the network quality of service (QoS), providing universal access,
building the human resource capacity, and launching various network-building projects to benefit from converged
and aﬀordable services (Ministry of Finance and Economic Development, 2010). Progress so far shows a large gap
between expectations and the actual performance of Ethiopia’s ICT sector.
The longstanding obstacle to ICT development in Ethiopia stems from inadequate realisation of the implications that
sector policy has for sector performance. The ICT policy process in the country takes place in a manner whereby very
few actors make decisions on the sector. The government’s apprehension about its loss of control (if competition is
introduced) is another complicating factor. The absence of public debate on matters of telecommunications sector
reform and the historically weak private sector mean that the decisions about the fate of the ICT sector are made
centrally by the Prime Minister, through the Council of the Minister of Communication and Information Technology.
Ethiopia has neither reliable sector research to inform decision-making, nor policymakers willing to move towards a
competitive ICT environment by gathering international experience and expertise. Experience in regulation is nonexistent and thus the necessary regulatory skills need to be developed.
External factors, including the recent availability to the state of low-interest vendor-led loans, have also played a part
in the government’s continuation of a monopolistic stance in the telecommunications sector. In 2007, the Ethiopian
Government earned a US$1.5billion credit loan from the Export-Import Bank of China (EXIM) through the Chinese
equipment vendor Zhongxing Telecom Corporation (ZTE), with a payback period of 13 years. While the loan has been
useful in increasing ICT penetration, it has perpetuated state dependency on supplier credit.2
The comparative sector growth statistics between Ethiopia and Kenya, in Figure 1, reveal the inadequate sector
performance that is a consequence of Ethiopia’s choice of a non-competitive, monopoly market structure
without regulation.

1 According to a World Bank study, the telecommunications sector is one of the sectors most prone to corruption in Ethiopia. See

2

Plummer (2012).
2 This dependency was evidenced by a second round of state borrowing in 2013 that amounted to US$1.6billion (divided equally
between Huawei and ZTE) in order to expand infrastructure.
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Figure 1: Comparison of sector growth between Kenya and Ethiopia
Source: Ethio Telecom Annual Report 2012 and CCK (2012)

The lack of competition means that Ethio Telecom continues to behave as a monopoly by, for example, setting its
own prices and cross-subsidising high international call rates with relatively cheap domestic communication tariﬀs.
Consumers are left with a typically monopolistic environment – fewer choices, higher costs, and lower QoS.
A glance at neighbouring Kenya’s ICT sector – one structured on open-market principles and competition – shows
that Ethiopia’s policy choice restrains the development of the ICT sector as an engine of social and economic growth.
Towards the end of 2012, Kenya had well over 30million mobile subscribers (CCK, 2012), compared to 22million in
Ethiopia, and had an international bandwidth of 575 gbps for Kenya’s 43million citizens, a hundred times greater
than the 5.75 gbps available for the close to 90 million citizens of Ethiopia. A comparison of the bits per second
per capita available to Kenyans shows that Kenyans have access to about 13 kbps/capita compared to 0.066kbps/
capita for Ethiopians – meaning Kenya has 200 times the per capita bandwidth of Ethiopia. Meanwhile, Kenya’s mobile
broadband access is about 40 times that of Ethiopia.
It is evident from Figure 1 that Kenya has fared very well compared to Ethiopia due to a policy choice based on
prioritisation of competition, private-sector growth, and innovation. Kenyan mobile revenue was US$1.6billion in
2011 – three times that of Ethio Telecom’s revenue of US$518billion during the same year (CCK, 2012). Enhanced
by the spillover brought on by the availability of ancillary services, Kenya’s tax revenue from the ICT sector alone
is estimated to have been well over the revenue of Ethio Telecom for 2011, making Ethiopia’s choice of a public
monopoly supported by supplier credit loans the costliest path for ICT-based economic development and innovation.
This RIA Ethiopia Sector Performance Review (SPR) assesses Ethiopian ICT sector performance against the objectives
set out in the GTP and in ICT policies – using supply-side data from Ethio Telecom, international organisations, and the
2012 RIA Ethiopia ICT Access and Use Survey. It also assesses whether annual targets, including a five-year target set
by Ethio Telecom in 2007, were met.

Ethiopia’s policy
choices not
only limit the
opportunities
for social and
economic growth
but also restrain
the ICT sector as an
engine of growth

Kenya fares very
well compared to
Ethiopia due to a
policy choice based
on competition,
private sector
growth, and
innovation
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Ethiopian ICT sector performance on international ICT indices
Ethiopia’s standing
in international
indices is well
below other
African countries

Analysis was carried out to see if Ethiopia has improved in international ICT standings over the last decade. A review of
the International Telecommunication Union (ITU) ICT Development Index (IDI) and the World Economic Forum (WEF)
Networked Readiness Index (NRI) indicates that, despite marginal improvement, Ethiopia remains one of the leastconnected countries in the world.

ICT Development Index
The IDI is one of the indices that measures ICT readiness using three sub-indices (detailed below): infrastructure and
access, use, and skills (ITU, 2012).

tThe infrastructure and access sub-index captures ICT readiness and includes five indicators (fixed telephony,
mobile telephony, international internet bandwidth, households with computers, and households with internet).
tThe use sub-index captures ICT intensity and includes three ICT indicators (internet users, fixed [wired]
broadband, and mobile broadband).
tThe skills sub-index captures ICT capability and includes three proxy indicators (adult literacy, gross secondary
enrolment, and gross tertiary enrolment). This sub-index is given less weight than the other two sub-indices in
the computation of the IDI.

Ethiopia ranked very low, at 150th out of 155 countries, on the 2011 IDI. Ethiopia’s standing was well below Rwanda,
Mozambique, Tanzania, and Zambia, countries that also scored low in the IDI.
4
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Figure 2: IDI scores for selected African countries
Source: ITU (2012)
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Networked Readiness Index (NRI)
Ethiopia fared slightly better on the NRI, which measures progress in: policy, legislative, and legal environments;
readiness of institutions; actual use; and economic and social impacts (WEF, 2012). Ethiopia ranked 130th out of 142
countries in 2012. The ICT use score has improved but Ethiopia’s use and impact scores were still low compared to
other African countries.
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Figure 3: NRI scores for selected African countries
Source: WEF (2012)

Web Index
Ethiopia’s overall online information environment has not improved in terms of support for online access to
government information or online transactions. The Web Index of 2012 ranks Ethiopia 57th out of 61 countries
included in the study with an overall score of 10.89. Tunisia, South Africa, Egypt, Mauritius, and Kenya receive the
highest African scores, while Ethiopia, Zimbabwe, Mali, and Burkina Faso scored poorly on almost all indicators
(World Wide Web Foundation, 2012).
The Government of Ethiopia is watching the national scores on these international indices and has been seeking
ways to improve them. The Ministry of Communication and Information Technology (MCIT) went so far as to sponsor
a PhD study to investigate how Ethiopia could improve its rankings on international ICT indices. The governmentsponsored study did not look into the underlying causes of lower international standings – such as policy and
regulatory environment, quality of education, and universal access to broadband infrastructure – but it did point to
some measures that could be pursued to address the low scores.

The government is
seeking Ethiopia’s
improvement in
global ICT indices
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The underlying reasons for Ethiopia’s slow ICT development related to its history of conflict and state control – in
particular, the opportunities lost during the socialist regime when many significant telecommunications sector reforms
took place around the globe. The quality of education has also been declining over the last three decades in Ethiopia,
resulting in the country’s inability to create a critical mass of highly skilled ICT human resources. In sum, the ingredients
for a high international ICT ranking, such as a competitive environment, skilled human resources, and high-quality
broadband infrastructure, are absent. To improve its international ranking, Ethiopia needs to address all aspects of the
ICT ecosystem – infrastructure, skills, policy and regulation, application and services, as well as intensification of use.
There is a need for:

An enabling policy
and regulatory
environment will
be the catalyst for
entrepreneurship,
network expansion,
affordable access,
and ICT skills
development
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tan open and competitive ICT environment;
tbroadband infrastructure development, with attention to QoS, reliability, security and aﬀordability;
tan improved business and regulatory environment that stimulates competition, investment, and innovation in
the ICT sector; and

tpromotion of quality ICT education with a focus on research and development, industry certification, and
attainment of International Organization for Standardisation (ISO) standards.

An enabling policy and regulatory environment is the necessary catalyst for the entrepreneurship, expansion of the
network, aﬀordable access to broadband, and ICT skills development needed to underpin an improved ICT ranking
for Ethiopia on global indices.
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ICT sector policy framework
Policy, legal, and institutional arrangements
Ethiopia’s ICT policy process reflects a scenario parallel to most other African countries – where policymaking lags far
behind developments in the sector. Development of the National ICT Policy began in the early 2000s. The National ICT
Policy that went through several iterations was approved in 2009. The policy’s “mission” is:
[t]o develop, deploy and use information and communication technology to improve the livelihood of every Ethiopian,
and optimize its contribution to the development of the country (Federal Democratic Republic of Ethiopia, 2009).
The “goal” of the policy is “[t]o vigorously promote the ICT sector and enhance its contribution in political, social and
economic transformation [...]” (Federal Democratic Republic of Ethiopia, 2009).

ICT policy lags very
much behind the
development of
the sector with no
policy revision
since 2007

Accordingly, the government has crafted various programmes with the aims of:

tcreating an enabling policy, regulatory, and legal environment for the growth and utilisation of ICTs;
tdeveloping the necessary ICT human resources, infrastructure, rural access, standards, and local content;
tstrengthening the capacity of public institutions to facilitate the mainstreaming of ICTs for socioeconomic
development; and

tfacilitating the use of appropriate technologies for development of applications and content for rural
development, good governance, and service delivery in priority sectors.

In an eﬀort to implement the ICT policy, the government has launched a series of high-profile projects including
a National Data Center, interconnection of districts (via Woredanet), connection of secondary schools to facilitate
centralised distance learning, and connection of universities and research institutions, including those dedicated
to agricultural research. The online services rolled out during the 2006-10 policy implementation period include a
Government Portal, a Justice Information System, a Drivers and Vehicles Management Information System, a National
Records and Library Management Information System, a Public Sector Human Resources Information System, a Trade
Registry System, and an Exam and Placement System.
While the implementation of these projects, and many policy guidelines that were produced during the course of the
five years from 2006 to 2010 have increased awareness regarding various aspects of the ICT sector, Ethiopia still faces a
substantial gap between its ambition for ICTs to support economic growth and the policy and regulatory instruments
to enable fulfillment of the ambition.
ICT sector policy and laws in Ethiopia are embedded in the monopoly of the communications market (fixed, mobile,
internet, international gateway) as described in Table 1 below.

The ICT sector’s
policies and laws
in Ethiopia are
embedded in the
monopoly of the
communications
market
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Table 1: Public policies governing the telecommunications sector

Service

Market structure

Policy

Fixed, mobile, and internet services

Monopoly

Telecommunications are an asset
that should be controlled by
government; competition will not
promote universal access

Online web content

Country top-level domain
controlled by government

All websites with .et domain should
be hosted by the incumbent
operator

VSAT services

Provision allowed by international
institutions on a case-by-case basis
subject to payment of high fees

Local companies are not allowed to
bypass the incumbent network

Downstream value-added services
such as call centres, payphones,
internet cafes

Re-selling of services allowed

Call-back and reselling of
communication services using
modern technologies
(e.g. voice over Internet Protocol
[VoIP]) are barred and punishable
by law

Source: Council of Ministers Regulation No. 10/1996, Council of Ministers Regulation No. 47/1999, ETC Strategy Paper 2004-2006, Proclamation No.
49/1996, and Proclamation No. 116/1998

Financing and
management
changes are
necessary but
not sufficient
conditions
for building
an advanced
communications
infrastructure
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There was some eﬀort towards sector reform in the 1990s, following the adoption of a Proclamation that provides for
the regulation of telecommunications services (Proclamation 49/1996, as amended). Herein the government created
the regulator, the Ethiopian Telecommunication Agency (ETA), which was legally established in November 1996 but
was not operational until December 1997 when the Minister of Transport and Communications appointed a general
manager. This was followed by a change in the ETA’s management in 2002. The last general manager left the country
in 2009 and no further formal appointment was made. The government then decided in 2011 to terminate the ETA
and transfer all its staﬀ to a new Standard and Regulatory Directorate that falls under the MCIT.
The government views the telecommunications sector as a strategic asset of the economy. The state’s line of argument
has always been that the incumbent state-owned operator Ethio Telecom is best-placed to promote universal access
to communications services and that there is no need for regulation. It has also been argued that experiences in
Europe and Asia show that monopoly incumbents with financial and administrative muscle can make rapid and major
strides towards universal access.
Ethiopia has attempted to fill the financial and management gap at the state-owned incumbent through the
aforementioned vendor credit from the Chinese EXIM Bank and through revamping the administration of the
incumbent through a contract to France Telecom. However, the results to date show that financing and management
changes at the incumbent are necessary but not suﬃcient conditions for building an advanced communication
infrastructure that stimulates innovation and sustainable growth.

Understanding what is happening in ICT in Ethiopia

Implications of the supplier credit scheme
The injection of finance into Ethio Telecom through a vendor-guaranteed loan agreement of US$1.5billion was the
first move made in recent years by the government to expand the telecommunications network. The vendor credit
scheme works on the basis of China’s state-owned Export-Import Bank (EXIM) providing a loan to the government
of Ethiopia on condition that the government buys only equipment and services from one or both of two Chinese
companies – ZTE and Huawei Technologies. The proposal was attractive for the government, but came at the
expense of reform in the telecommunications sector. The main factors that stimulated adoption of the vendor credit
scheme included:

tinadequate revenue for the incumbent to finance network development;
tthe urgent need to expand communication to districts as per the government’s decentralisation programme;
tan inability to attract large-scale foreign direct investment, due to the underlying economic and regulatory risk;
tincreasing influence of the Chinese government and the prominence of network companies like Huawei and
ZTE in Africa; and

tthe availability of international cheap bandwidth through undersea cables, which addressed the cost and
connectivity challenges associated with satellite communications and prompted the need for rollout of
domestic backbone.

In the absence of competition, the supplier-credit scheme can be regarded as an essential move by the government
to upgrade the country’s communications infrastructure using favourable loan terms with long grace and repayment
periods and low interest rates. Furthermore, equipment from ZTE and Huwaei costs much less than that of their
European and United Sates competitors like Alcatel-Lucent, Cisco, Nokia Siemens, Ericsson, Motorola, and QUALCOMM,
resulting in savings for the Ethiopian Government (Chang et al., 2009).
The scheme has drawbacks, however, in that it creates dependence on Chinese firms and experts fear it will slow down
the reform process in the ICT sector and undercut local innovation and entrepreneurship in the long run. Evidence of
the negative impact of vendor financing schemes on sector reform is the government’s consolidation of the regulatory
framework through the aforementioned abolition in 2011 of the fledgling sector regulator.
There has been significant professional training and support from ZTE, but at the same time it is Chinese technical
personnel, who have limited command of the English language, who are managing the core telecommunications
network. This makes it diﬃcult for the local engineers to interact with the ZTE technicians and assume management
of the critical national infrastructure. In addition, the scheme does not allow for research and development and
cooperation with local universities, meaning that the prospect for innovation comparable to neighbouring countries
is virtually absent in Ethiopia.
The vendor-financing scheme has also made the government prone to increasing dependence on the Chinese EXIM
bank. Ethio Telecom’s revenue is not growing as fast as its infrastructure, and therefore the incumbent can be expected
to accumulate too much debt too quickly, to the point where the government could find itself unable to pay oﬀ the
debt. In sum, while the vendor-credit scheme has taken a step towards improving the infrastructure, it has brought the
country two steps backwards in terms of innovation and creation of a competitive information infrastructure.

Vendor financing
will slow down the
reform process in
the ICT sector and
undercut local
innovation and
entrepreneurship
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Implications of the France Telecom management contract
The second
remedial step
against the
monopoly was
changing the
management of
the incumbent
operator

During the France
Telecom Tenure, the
telecommunications revenue only
changed slightly
compared to the
high growth in
subscriber numbers

The second step the state took to try to alleviate the troubles caused by the Ethio Telecom monopoly was changing
the management of the incumbent operator to address the administrative bottleneck that was hindering network
growth. After a successive change of local managers that did not bring about the expected results,3 the government’s
last resort was to engage a foreign firm that would bring in experts with a new attitude towards business, eﬃciency,
and QoS. A six-month search for external managers in 2010 resulted in selection of France Telecom to run the
incumbent, for an annual fee of US$40million and additional benefits, until the end of 2012.The two-year contract
was aimed at knowledge transfer and “geared towards creating a world-class telecommunications service provider
capable of rendering international standard services” (Minister of Communications and Information Technology, 2011).
After assuming the management mandate, France Telecom introduced a series of cost-cutting measures, including the
unpopular retrenchment of 8 000 staﬀ of the incumbent, which France Telecom rebranded as Ethio Telecom (instead of
Ethiopian Telecommunications Corporation). France Telecom also introduced a host of changes, including streamlined
single-window service at its public outlets, reduction of broadband tariﬀs, and handset and subscription bundles
designed to increase mobile network use. However, the changes did not create a world-class telecommunications
service provider. During the France Telecom tenure, telecommunications revenue changed only slightly in relation to
the (growing) number of subscribers (see Figure 4).
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Figure 4: Comparison - Ethio Telecom mobile subscriber and revenue growth
Source: Ethio Telecom Annual Report 2012
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3 For a detailed description of the ETC/Ethio Telecom management overhaul over the last decade, see Adam (2010).
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The year-on-year changes in compound annual growth rate (CAGR), as shown in Figure 5, show positive growth since
France Telecom took over, but that revenues did not grow as fast as the mobile CAGR. The mobile sector grew well
above 50% between 2010 and 2012, while revenue only grew by 20% in 2011 and 23% in 2012. Ethio Telecom was
unable to meet its own revenue targets missing by 11% in 2011 and 30% in 2012.
120%

Ethio Telecom was
unable to meet
its own revenue
targets – missing
by 11% in 2011 and
30% in 2012
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Figure 5: Trends in CAGR of Ethio Telecom mobile subscribers and revenue
Source: Ethio Telecom Annual Reports 2008-2012

The government became apprehensive about the inadequate revenue generated through the management of
France Telecom when compared to network growth. For its part, France Telecom in 2012 blamed a US$50million
(7% of revenue) Ethio Telecom loss on the “grey market”, seeking to redirect the negative attention. The contract with
France Telecom was terminated in 2012 and the management of Ethio Telecom transferred back to the local experts.
This France Telecom process makes it evident that management change can only play some part in the development
of a communications sector. There are other more important structural barriers to Ethio Telecom’s revenue growth,
including lack of adequate skills in the management of advanced networks, inadequate entrepreneurship arising from
entrenched civil service culture, and low network and customer QoS. Moreover, there are factors beyond the control
of the incumbent, including administrative red tape, corruption, and the vandalism of its fibre network.
In sum, despite consistent eﬀorts by the government, the telecommunications sector in Ethiopia has not achieved its
desired development.

Compared to
relative network
growth under
France Telecom’s
management,
government
considered revenue
gains inadequate

Barriers to revenue
growth include
lack of adequate
skills, inadequate
entrepreneurship,
and poor QoS
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The market
Telecommunications remains one of the sectors where foreign direct investment is prohibited in Ethiopia. Ethio
Telecom continues to operate the fixed, mobile, broadband, and value-added services without a challenge from local
or foreign private sectors. Other sectors that are closed to foreign investment, such as financial services (insurance and
banking), the media (TV and radio broadcasting and newspaper publishing), the transportation industry and the retail
sector, have been opened up for domestic private-sector investment, but not the telecommunications sector.
Because of the absence of competition, Ethiopia does not have vibrant software and networking industries with the
potential to emerge as challengers to Ethio Telecom. The only domestic private players in the telecommunications
market are mobile handset, voucher resellers, handset repair outlets, and internet cafes.

Financial analysis
As mentioned above, telecommunications revenue has seen substantial improvement in recent years – from
US$431million in 2010 to US$685million in 2012, as per Figure 6 below – but the revenue increases have failed to track
network growth.
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The annual revenue for 2011 was US$518million, a 25% increase from 2010, while the corresponding earnings before
interest, taxes, depreciation, and amortisation (EBITDA) were US$401million. The incumbent considered this 11% growth
to be short of projected revenue. In 2012, the EBITDA was US$491million, an increase of 22% from the previous year.
Ethio Telecom does not have a cost breakdown for the diﬀerent services (mobile, fixed, broadband, and internet),
although it publishes revenues that accrued from these diﬀerent services. Mobile revenue accounts for about twothirds of its revenue, followed by fixed services.
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Figure 7: Telecommunications revenue as a contribution to GDP (%)
Source: Ethio Telecom Annual Report 2012, World Bank (n.d.b)

Ethiopia has seen a good annual GDP growth over the last decade. But telecommunications revenue has not been
able to track GDP growth. The percentage of telecommunications revenue as a contributor to GDP declined sharply in
2008 over 2007 and has yet to return to 2007 levels (see Figure 7) – a divergence from the expectation that the heavy
investment in the sector would show up in GDP figures.
This is in contrast to Kenya where the ICT sector outperformed all other segments of the economy, growing on average
by 20% annually between 2000 and 2010, and propelling the combined transport and communications sector into
the economy’s second largest. Although Kenya’s economy has grown more slowly than Ethiopia’s in recent years, the
contribution of ICT is far greater in Kenya than Ethiopia. From 2000 to 2010, Kenya’s economy grew at an average of
3.7%, but without the ICT sector, growth would have been a lacklustre 2.8% (World Bank, 2010).

Telecommunications’ revenue as a
contributor to GDP
continued to decline
from 2007 onwards;
as opposed to
the expected
reflection of heavy
investments
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A number of factors are responsible for the limited Ethio Telecom revenue growth compared to investment. The
average revenue per user (ARPU) has been declining in recent years (see Figure 8), and reached US$2 per month in
2012. This fall in ARPU can be attributed to an increase in the proportion of subscribers at the base of the pyramid (BoP),
i.e. in absolute poverty. This growth in the proportion of low-income subscribers, combined with a lack of incentives
and attracted packages and low QoS, is responsible for the plummeting ARPU in recent years.
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Figure 8: Ethio Telecom’s falling ARPU
Source: Ethio Telecom Annual Reports 2007-2012

Vandalism of the
fibre network is
another persistent
setback for
Ethiopia’s ICT
network

14

Vandalism of the fibre network is another consistent problem, which has led not only to loss of revenue but also to the
disruption of critical infrastructure. Protecting the network from disruption is time-consuming, exacerbates revenue
losses, and frustrates consumers. Ethio Telecom has been seeking to combat vandalism by working through the legal
system to prosecute the oﬀenders, and by installing alternative radio networks to backup its fibre network.
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Penetration
In 2007, Ethio Telecom set out to improve its network by migrating to IP-based technology that carries converged
services and facilitates mobility at an aﬀordable price. The ZTE implemented a project comprised of nine
interrelated components:

tmobile services expansion;
tintroduction of CDMA services;
tinstallation of a fixed NGN core network (FL-NGN);
tdeployment of optical transport (for transmission and access);
testablishment of an IP bearer network (IP-NGN);
tsetting up a Customer Care and Billing System (CC&B);
testablishing a National Network Operation Centre (NNOC);
tintroducing an automated Next Generation Call Centre (NGCC); and
texpanding rollout of payphones and e-cards.
Through this project, Ethio Telecom aimed to roll out 10 000 km of fibre-optic network, to increase the number of
fixed lines to 4.4million, to attain mobile population coverage of 85%, to expand the CDMA network to 2.5million
subscribers, and to reach 15 000 villages with VSAT and wireless networks.
The project provided a much-needed boost to the suboptimal communications network in the country. The number
of mobile subscribers grew sharply from less than 1.2million in September 2007 to around 17.5millions in 2012. This
was augmented by 2.4million CDMA customers. The number of internet and data subscribers grew sevenfold, from 71
059 in 2009 to around 221 000 by the end of 2012 (Ethio Telecom, 2012b).

Ethiopia’s fixed-line segment did not grow as originally planned in 2007, but rather continued to decline. This mirrors
the situation in many African countries where fixed line penetration has remained either stagnant or in decline. The
lack of interest in fixed lines is caused largely by mobile substitution and by an aging network that continues to cause
technical failures. There is little diﬀerence between fixed-line and mobile tariﬀs, and therefore customers do not see
a compelling reason to sign up for a fixed line. Fixed-line penetration has steadily declined from its peak of 915 000
subscribers in 2009, reaching 805 000 in 2012 (Figure 9).

Ethiopia’s fixed line
segment did not
grow as originally
planned in 2007;
but continued to
decline instead
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Figure 9: Fixed lines in Ethiopia
Source: Ethio Telecom Annual Reports 2009-2012

The 2012 RIA Ethiopia ICT Access and Use Survey found that household penetration of fixed lines has also seen a drop
from 7.6% in 2007 to 4%, an indication of the increasing use of mobile handsets at the household level.

Mobile GSM/CDMA
The mobile sector
growth rate has
been over 50%
since 2007

Ethiopia’s mobile coverage has seen strong growth in recent years, to some extent making up for the time lost in the
early 2000s with an annual growth rate of over 50% since 2007.
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Source: Ethio Telecom Annual Reports 2007-2012
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In 2012, the number of mobile SIM card subscribers surpassed 22million – up from a figure of only 1.2million subscribers
in 2007. And the absence of competition means that there are no subscribers arbitraging between diﬀerent operators
to get a better price, meaning the number of multiple SIM cards is very low in Ethiopia. The 2012 RIA Ethiopia ICT
Survey found that SIM card duplication is practiced by just 2.8% of users, making Ethiopia a country with one of the
lowest levels of multiple-SIM use.

The number of
multiple SIM cards
is very low in
Ethiopia

By way of comparison, the number of mobile subscribers in Kenya is 30million, and Kenya’s population is about half
that of the Ethiopian population, meaning mobile penetration is very high in Kenya, even when one discounts the
higher level of multiple SIM use in Kenya (practiced by about 25%” of Kenya users). Figure 11 shows that, even with
Ethiopia’s strong growth in mobile use in recent years, the gap between Kenya and Ethiopia has not been closing.
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Figure 11: Comparison in actual mobile penetration between Kenya and Ethiopia (%)
Source: Ethio Telecom Annual Reports 2007-2012, CCK reports 2008, 2010, 2012

The 2012 RIA ICT Survey found that Ethiopia’s mobile penetration had risen from 3.2% in 2007 to 19% in 2012 – but
penetration was still the lowest among 11 countries that participated in the RIA Survey, as shown in Figure 12.
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Figure 12: Share of individuals that owned a mobile phone or active SIM in selected African countries (2007 and 2012)
Source: RIA ICT Survey data

Internet/broadband
Internet and broadband penetration have improved in Ethiopia since 2007, due to availability of 3G mobile and a
CDMA network. The aforementioned supplier credit project adopted by Ethiopia Telecom allowed for availability of
a CDMA 1X internet service that operates at 70 kbps, and an evolution-data optimised (EVDO) service that provides
3G-standard wireless access with theoretical speeds of 2.4 mbps downlink and 153 kbps uplink.

Access to the CDMA
network has been
a boost to internet
use in rural areas
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Access to the CDMA network has been a boost to internet use in rural areas, due to its availability in 167 major towns.
The 2.4million CDMA users all have the potential to be internet subscribers, but many have not been able to use the
internet due to factors such as illiteracy, lack of computers, and lack of internet-enabled devices. The total number of
internet dialup and broadband subscribers reached 221 000 in 2012, with about half being EVDO, ADSL, and wideband
CDMA (WCDMA) users and the other half using low bandwidth CDMA 1X.
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Figure 13: Dialup and broadband internet subscribers
Source: Ethio Telecom Annual Reports 2007-2012

Household data show that household internet use saw an increase between 2007 and 2010, from 0.7% in 2007 to 2.7%
in 2012. Two-thirds (66%) of individuals who use the internet access it through their mobile phones.
Notwithstanding the improvement, Ethiopia’s household internet penetration remains the lowest among RIA ICT
Survey countries in Africa (Figure 14). Ethiopian household internet penetration is about 10 times lower than Kenya’s
penetration, which was 26% in 2012.
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By 2012, Ethiopia had rolled out 14 000 km of fibre, most of it (10 000 km) rolled out between 2007 and 2012. Ethio
Telecom has also signed a memorandum of understanding with the Ethiopian Power and Electricity Corporation
(EPECO) to utilise EPECO’s 8 000 km optical ground wire (OPGW) fibre, of which 2 000 km has already been installed.
Ethio Telecom plans to utilise the remaining 6 000 km of EPECO aerial fibre cable during the next few years.

The rolling out
of a 16 000 km
fibre cable has
seen expansion
of broadband
networks
throughout most
parts of the country

Ethio Telecom’s access to the additional 16 000 km of fibre cable has resulted in an expansion of broadband networks
in most parts of the country, especially in Gondor, Matama, Kombolcha, Mendi, Assosa, Gimbi, Addis Ababa, Bahrdar,
Dessie, Mekele, Jimma, Nekempt, Bure, Dire Dawa, and Harar.
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Ethiopia connects
to the international
networks via
satellite and
fibre-optic cables
running through
Port Sudan and
Djibouti
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Figure 15: National backbone routes
Source: Ethio Telecom Annual Report 2012

Ethiopia connects to international networks via satellite and via undersea fibre-optic cables landing at Port Sudan
and Djibouti. A plan is also in place to connect, through Kenya, to the East African Submarine Cable System (EASSy).
Ethiopia’s total international bandwidth stands at 5.75 gbps – a very low capacity given the growth in broadband use.
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Pricing
The pricing of domestic fixed and mobile services remains very low in Ethiopia. The Organisation for Economic
Co-operation and Development (OECD) price basket methodology, which uses data from dominant operators that
have 50% market share, shows that Ethiopian mobile prices are some of the lowest in Africa (see OECD, 2010 for more
on the price basket methodology). This has led the incumbent operator Ethio Telecom to pride itself on delivering one
of the cheapest set of mobile tariﬀs in East Africa.
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Figure 16: Prepaid mobile low-user monthly price basket: cheapest product from dominant operator
Source: RIA ICT Survey data 2011-12
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Ethio Telecom’s
prices are not
cost-oriented but
instead are set
arbitrarily

However, it is essential to analyse prices within the context of existence of a state-owned monopoly. Ethio Telecom’s
prices are not cost-oriented as they are set arbitrarily and, therefore, do not reflect the economic value of the
communication network. Cost models such as long term incremental cost (LIRC) or fully distributed cost (FDC)
were not applied, and no cost benchmarking was carried out, in order to set the prices based on the economics of
communication services. Ethio Telecom does not have systematic telecommunications accounting beyond annual
fiscal reports that show cash flow. International mobile tariﬀs are high, and thus domestic tariﬀs are largely based on
cross-subsidisation between high international prices and low local tariﬀs.
Moreover, Ethiopia’s mobile prices are not cheap when one factors in the economic environment. Ethiopia’s GDP per
capita in purchasing power parity (PPP) terms was about US$1 116 in 2012, 13 times less than that of Mauritius (US$14
523) and six times less than that of Namibia (US$6 896) – two countries deemed comparably cheaper than Ethiopia,
based on PPP, in their mobile tariﬀs (World Bank, 2012).

Fixed-line pricing
Fixed-line tariﬀs comprise a one-time connection fee, a monthly subscription fee (with slight diﬀerences between
residential and business customers), and per-minute charges. Table 2 provides a breakdown of charges, including
connection fee, monthly fee, and per-minute charges for fixed-line communications.
Table 2: Fixed-line tariffs

Fees

22

Residential

Connection fee

Birr 283.3 (US$16)

Birr 283.3 (US$16)

Monthly rent

Birr 19.55 (US$0.5)

Birr 9.2 (US$0.5)

Usage charges

An important
change since
2003 was the
devaluation of
the Ethiopian Birr
that has brought
the local and
international fixedline tariff down in
US$ terms

Business

Peak

Off-peak

Intra urban

Birr 0.23 per six minutes (US$0.013)

Birr 0.23 per six minutes (US$0.013)

Inter urban

Birr 0.46 (US$0.026)

Birr 0.29 (US$0.016)

Birr 0.83 (US$0.47)

Birr 0.35 (US$0.02)

Across zones
International

Djibouti

Birr 8.05 (US$0.45)

Rest of the world

Birr 11.50 (US$.64)

Source: Ethio Telecom (n.d.)

International fixed-line prices have not changed since 2003 when the long-distance tariﬀ was reduced. As of 2012, all
international calls, except those to Djibouti, cost the equivalent of Birr 11.5 (US$0.64) per minute inclusive of tax; calls
to Djibouti cost Birr 8.05 (US$0.45) inclusive of tax.
The important change since 2003 was the devaluation of the Ethiopian Birr, which brought the actual local and
international fixed-line tariﬀ down in US$ terms. The cost of a 3-minute international call has fallen from US$4 in 2003
to US$2 in 2012, due to devaluation of the Ethiopian Birr.
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Figure 17: The effect of devaluation on international fixed-line price (US$)
Source: Ethio Telecom Annual Report 2012

Despite the reduction in US dollar terms, consumers are still required to pay high prices, ranging from US$2 to US$5,
for a typical short international call that lasts between 3 and 10 minutes. Such high international tariﬀs are the subject
of dissatisfaction with telephone users, as evidenced by the proliferation of the aforementioned grey market.
In 2012, the government introduced a stringent regulation banning all calls that bypass the incumbent network, and
criminalising those who provide cheap services with a prison sentence of up to 15 years. While this has deterred some
operators from providing cheap VoIP services, the incumbent has realised that the state cannot sustain the banning for
a long time without reducing the incumbent’s international prices. Accordingly, a reduction of international prices was
announced at the end of 2012, with the new tariﬀ structure dividing foreign countries into two zones, as shown in Table 3.
Table 3: International call prices

International call
Region
Zone 1

Asia, Europe, Middle East, and North America

Zone 2

Africa, Oceania, and South America

Source: Ethio Telecom (n.d.)

No. of countries

Tariff (VAT inclusive)

138

Birr 8.63 (US$ 0.46)

69

Birr 10.29 (US$0.56)

In 2012, the
government
introduced a
stringent regulation
criminalising cheap
cellphone services
that operated
without the
necessary licences
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Africa, Oceania and South America traﬃc tends to be routed through North America and Europe, and thus the price
is set higher for these locations than for the countries of Asia, Europe, the Middle East, and North America. While the
price has come down by at least 50%, it is still higher than international tariﬀs, thus it will not have an impact on the
burgeoning grey market.

Mobile pricing
Ethio Telecom has abolished interconnection charges between fixed and mobile networks, and therefore the mobileto-mobile and mobile-to-fixed-line call charges stand at Birr 0.83 (US$0.046) per minute including tax – one of the
lowest interconnection rates in the world.
The mobile network was for some years treated in the same manner as the fixed network, with national tariﬀs set
based on designated areas. Mobile users who had their subscription in rural areas used to be treated as regional users
and paid more when they called urban areas, even if they had moved to an urban area. Similarly, customers whose
subscriptions were based in urban areas like Addis Ababa used to pay higher call tariﬀs if they called subscribers in
rural areas, even if they were located in the rural area at the time of the call.
The move away from a regional tariﬀ to a uniform national mobile tariﬀ was one of the significant achievements in
mobile pricing implemented following the takeover of management functions at Ethio Telecom by France Telecom.
According to the new tariﬀ, all costs for national calls from mobile to mobile remain uniform whether it is a long or
short distance call across the nation. Ethio Telecom has also introduced a lower-denomination top-up voucher of Birr
15 (US$0.82) that allowed those living at the BoP to more easily use the network.
However, the operator still maintains a compulsory charge of about Birr 28.75 (US$1.5) per month to maintain mobile
services. Those who cannot not pay within the specified period are disconnected and expected to pay a renewal
penalty of Birr 15 (US$0.82) for reconnection.
Table 4: Mobile pricing

Peak

Off-peak

Birr 0.83 (US$0.046)

Birr 0.35 (US$0.02)

SMS charge

Charge rate (Birr/SMS)

Local SMS

The maintenance
of airtime is one of
the most significant
burdens on lowincome users
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International SMS

Birr 0.35 cents (US$0.02)
Djibouti

Birr 4.37 – US$0.24

Rest of the world

Birr 6.10 - US$0.34

Source: Busy Internet (n.d.)

The reductions in SIM card prices, from US$42 in 2006 to US$5 in 2010, and then to US$1.6 in 2012, were significant
achievements in terms of reducing the barriers to entry for prospective communications users. The cost of SIM cards
and the compulsory monthly fee to maintain the service and handset are the main barriers for people at the BoP, and
therefore progress in reducing SIM card costs not only brought significant relief but also created the opportunity for
more intensive use of communication services.
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Ethio Telecom oﬀers a few mobile value-added services such as short message service (SMS). However, the SMS has
not been as popular as in other parts of the continent, due to limited English literacy, slow development of mobile
interfaces using local languages, and stringent rules regarding advertisements via SMS. SMS tariﬀs are about half of
those for a regular mobile voice call during peak hours (US$0.046/min) and equal to the cost of voice calls during
oﬀ-peak hours (US$0.02), and therefore there is no apparent cost savings advantage to encourage SMS use over
voice calling. International SMSs are charged at the very high price of US$0.34, thus the service has been unable to
pick up as expected. Consequently, the incumbent is unable to derive adequate revenue from SMSs, unlike in other
parts of the world.
It is evident that Ethiopian mobile prices are at a crossroads. The large size of the population that lives at the BoP
implies that the current prices, in particular the monthly compulsory charge to maintain the service, is burdensome.
On the other hand, as indicated earlier, the average revenue per user (ARPU) has fallen sharply due to growth in the
proportion of subscribers at the BoP. The falling ARPU is also a product of the pricing policy, inflations, poor service, and
the absence of value-added services, such as mobile payments and bundles.

Broadband pricing
Ethio Telecom broadband comes in many varieties and prices vary considerably based on bandwidth and type of
service. The EVDO service is the most popular broadband service for individuals following the reduction of the service’s
entry cost from US$80 to US$11. Additionally, the monthly fee was also reduced from over US$200 per month for
unlimited use to monthly access caps of between US$14 and US$32 for 1GB and 4GB respectively. With the EVDO
broadband service, a 2GB monthly cap costs about US$24 – while this is adequate for a user exchanging email and
browsing the web, it is not suﬃcient for research and multimedia purposes.

The Average
Revenue Per
User (ARPU) has
fallen sharply
as the number
of subscribers
has grown and
communications
reach the BoP

Table 5: EVDO prices

Monthly
download package

Monthly charge
(US$)

Subscription fee
(US$)

Out of cap, per MB
(US$)

1GB

11

14

0.02

2GB

11

24

0.02

4GB

11

32

0.02

Source: Ethio Telecom (n.d.)

Even with the EVDO fee reduction, Ethiopia’s broadband prices are the highest in Africa. The annual gross national
income (GNI) per capita at purchasing power parity was US$1 116 (or US$93 per month) in 2011, thus the new lower
EVDO tariﬀ, though regarded as more aﬀordable, is beyond the reach of the majority of Ethiopians. Moreover, EVDO
operates below its advertised speed and is often plagued by disconnection problems, adding to the cost for users.
Other Ethio Telecom broadband oﬀerings include fixed digital subscriber line (DSL) or wireless means of connecting to
the internet. Ethio Telecom publishes speeds of up to 100 mbps, but in practice the speed available to the customer is
less than 10 mbps. Ethio Telecom’s sharing of these services among users also means the contention ratio is very high,
and therefore the eﬀective bandwidth is generally very low compared to the advertised speeds, especially at peak
times. Services generally include the rental of modems and other customer premise equipment (CPE), although Ethio
Telecom publishes tariﬀs without CPE charges.

The effective
bandwidth is
generally very low
compared to the
advertised speeds,
especially at peak
times
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Recent upgrades to the network have resulted in Ethio Telecom making available IP multiprotocol label switching (IP/
MPLS) services. MPLS is the preferred transfer protocol employed within the backbone network. It provides a protocolagnostic, highly scalable data delivery mechanism that can bring the diverse network environments together. IP/MPLS
enables targeted service delivery over the network by enabling class of service and QoS specific to the needs of the
end user as needed for real-time services such as voice and video.
Ethio Telecom’s MPLS prices range between US$150 to US$175 per month for an uncapped 1 mbps link – prices higher
than those for DSL and wireless networks are charged at around US$90 per month for the same link.
Table 6: Uncapped broadband tariffs (US$)

Service type

Monthly price of 1 mbps link

Broadband internet over fixed line

92

Fixed wireless internet

92

MPLS

150

Fixed broadband and wireless internet

175

Source: Ethio Telecom (n.d.)

Ethio Telecom also provides access to leased VSAT services on a case-by-case basis, and VSAT prices are among the
highest in the world. A typical 1 mbps VSAT link costs about US$2 600 per month, compared to international prices
that range between US$100 and US$250 per month. Even in Central Africa, the highest VSAT prices are around US1 000
per month – still two and a half times cheaper than Ethio Telecom’s prices.
Table 7: VSAT access prices (US$)

Speed

Subscription fee (US$)

Monthly charge (US$)

128 kbps

2564

398

256 kbps

2564

723

512 kbps

2564

1374

1 mbps

2564

2677

Source: Ethio Telecom (n.d.)

VSAT prices are
among the highest
in the world
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It is thus evident that while domestic mobile and fixed-line tariﬀs are set artificially low, Ethio Telecom’s broadband
and international call prices remain very high. High broadband prices are further exacerbated by low network quality
and a high contention ratio. Users tend to receive bandwidth very much below that which is advertised, and are often
disconnected from the services altogether, adding to their overall cost. Losses in economic opportunity are very high,
and the high prices and low quality of broadband services are the main constraints to the development of a robust
domestic ICT industry that competes internationally.
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Interconnection and termination pricing
Ethio Telecom networks are fully integrated and considered one seamless network, and therefore, as we saw above,
there is no issue with interconnection. (Fixed-to-mobile and mobile-to-fixed termination rates are kept the same
and no interconnection fee is charged.) Thus, Ethiopia has no interconnection regulation and, accordingly, the 2012
Ethiopia Telecom Regulatory Environment (TRE) assessment found that regulation of interconnection is non-existent
(and thus warranting a “highly ineﬀective” rating (see Ethiopia’s interconnection regulation ranking at the bottom of
Figure 18 below).

Interconnection
is not an issue
in Ethiopia due
to there being a
monopoly operator

Rwanda
Kenya
Tanzania
Mozambique
Namibia
Ghana
Nigeria
Botswana
Cameroon
Uganda
South Africa
Ethiopia
Ineﬀective

Eﬀective

Figure 18: Effectiveness of regulating interconnection in selected African countries
Source: RIA TRE assessment data 2011-12

Spectrum pricing
Ethiopia does not have an elaborate spectrum plan and pricing strategy. The MCIT is responsible for the
telecommunications sector bands, while the Ethiopian Broadcasting Authority (EBA) regulates the broadcasting bands.
The EBA is more active than the MCIT in allocating and pricing the spectrum. In 2007, the EBA undertook a study of the
spectrum for the broadcasting sector – a study which it now uses as a basis for assigning frequencies to private and
community broadcasters. The EBA has also been active in thinking through the broadcast spectrum due to the imminent
“digital dividend” of spectrum to become available when the country switches oﬀ analogue terrestrial TV transmissions in
favour of digital-only TV broadcasting (expected by June 2015, according to the internationally agreed timetable).
The absence of a telecommunications-based radio frequency spectrum management framework from the MCIT
suggests that the Ministry is not able to regulate access to scarce resources like numbers and frequencies and to set

Ethiopia does
not have a
comprehensive
spectrum plan and
pricing strategy
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economic fees for their use. Accordingly, the 2012 RIA Ethiopia TRE assessment – which surveyed and evaluated the
opinions of industry players, academia, media, and others in the telecommunications field4 – found that regulation of
access to scarce resources was rated as highly ineﬀective (see Figure 19).
Namibia
Rwanda
Tanzania
Ghana
Kenya
Botswana
Mozambique
Nigeria
Cameroon
Uganda
South Africa
Ethiopia
Ineﬀective

Eﬀective

Figure 19: Effectiveness in regulating spectrum in selected African countries
Source: RIA TRE assessment data 2011-12

Government is
in the process
of developing a
national radio
frequency spectrum
strategy
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The government is aware of the importance of spectrum planning, as it is in the process of developing a national radio
frequency spectrum strategy through engagement with an international consulting firm to produce a strategy that is
expected to form the basis for spectrum management, allocation, and pricing going forward.

4 See LIRNEasia (2008) for details of the TRE assessment methodology.
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Demand for ICT services
This section discusses demand for communication services based on the results of the 2012 RIA Ethiopia ICT Access
and Use Survey (See RIA [2012] for more on the survey methodology).

Fixed lines
Household fixed-line penetration was found by the RIA ICT Survey to be 4%, in line with available supply-side data
and statistical figures on household size. (Fixed-line subscribers are 0.9% the population, which translates to about 4%
household penetration after taking the 4.5% of average household size into consideration.)
However, the demand for fixed lines is falling at household level. The main factors that have led to this falling demand
are as follows:

Demand for fixed
lines is falling at the
household level

tFormalities: access to fixed-lines in Ethiopia is subject to a considerable eﬀort by consumers to fulfill subscription,
maintenance, and monthly payment obligations. A series of documents such as title deeds for a house or car
(or a business permit in the case of a business installation), must be presented to Ethio Telecom for installation
of a fixed line. A typical subscriber is also required to visit Ethio Telecom paying stations to pay monthly fees.
Maintenance is another issue that discourages the use of fixed lines, with the average time between reported
fixed-line failure and actual restoration of service ranging between three and five days.

tLack of tracing of calls: fixed lines do not provide a means for tracing callers, and therefore, are subject to

abuse by members of households, including domestic servants and guards. (There is a tendency to either lock
the phone away or substitute it with a mobile phone that oﬀers more control and convenience.)

tLimited comparative advantage to CDMA: fixed lines do not have comparative advantages over mobile
services in terms of convenience, cost, and access to voice and internet services. Availability of CDMA 1X and
EVDO internet to mobile users is making the traditional dialup services unattractive and largely irrelevant.

tEntry barrier: the entry barrier to fixed lines is another constraint. Ethio Telecom charges Birr 283 (US$15) for the

installation of a fixed line, compared to the Birr 30 (US$1.8) cost of a mobile subscription. A monthly maintenance
fee of US$0.64 for a fixed line also creates a significant barrier for poor households. (This became evident in the
RIA ICT Survey, in which 45.8% of respondents said they cannot aﬀord fixed lines and 30% indicated that they
do not have the regular income necessary to pay fixed-line subscription fees.)

In addition, the high costs of maintenance of copper wire, and vandalism, have both made it more diﬃcult for Ethio
Telecom to continue servicing the existing fixed lines. Access to the internet via DSL (which uses the aging fixed
copper infrastructure) has not picked up, exacerbating the declining fortunes of fixed-line services.

Mobile access
In contrast, there is substantial and growing demand for mobile services. A mobile handset is a valuable tool and a
central part of an individual’s daily life. In some cases, it is the only “friend” available to distract the user from the ills of
poverty and underdevelopment. A survey in 2009, which carried out a comparative analysis between Ethiopian and
South African mobile users, found that Ethiopians value the use of telephony even more highly than do their South
African counterparts, and are willing to make larger sacrifices in order to communicate (Siochrú et al., 2011).

The high costs of
maintaining copper
wire and vandalism
have both made
it more difficult to
continue servicing
the fixed lines
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Mobile penetration at individual level was found to be 19% in 2012, compared to a mere 3.2% according to the 2008
RIA Survey. There has also been a gradual move from basic handsets to more sophisticated internet-capable handsets.
The proportion of households that access the internet through mobile phones has grown from nonexistent in 2007 to
6.5% in 2012. The popularity of the mobile phone is, however, oﬀset by limited network coverage, poor QoS, and the
high cost of handsets and tariﬀs.
The geographic coverage of mobile signals stands at 64% (Mcleod, 2012), but in eﬀect, much larger portions of the
population do not have access due to the cliﬀs, plateaus, valleys, and mountains that characterise the Ethiopian
physical geography (and make it more diﬃcult for signals to reach certain areas of the country).
In addition, access to SIM cards is still a luxury in Ethiopia compared to other African countries. The demand for mobile
access far outstrips the supply, and therefore, it is generally diﬃcult to get access to SIM cards, particularly outside
of the capital and other major towns. About a quarter of the population (23%) can aﬀord a SIM but is still waiting to
receive one, according to the 2012 RIA ICT Survey.
For others, cost is a barrier. The monthly maintenance fee of Birr 25 (about US$1.2) is regarded by most users as a
burdensome cost. Eighty-one percent of those using mobile phones said that the airtime maintenance fee is the main
barrier preventing them from making additional calls. Among those who are not using mobile communication, 88%
said the cost of handset and subscription fees is what prevents them from having a mobile phone.
Access to handsets is another significant barrier, evidenced by the fact that only three-quarters (77.5%) of those
subscribed to mobile services bought their own new phone, while 12.3% use a second-hand one.
Other complaints about mobile services are poor network coverage, frequent call drops, poor voice quality, call
congestion, and high call tariﬀs.

Mobile money is
not a key feature
of Ethio Telecom
services

Mobile money is not a key feature of Ethio Telecom services. The policy and legislative frameworks for mobile money
transfer are not yet well-developed and the banks that have some experience with mobile banking are not yet allowed
to launch mobile money transfer services. However, the potential for mobile money transfer is tremendous in Ethiopia,
with 46% of those who use mobile phones saying they would likely use mobile phones for the transfer of money if
the service was available.
Ethio Telecom introduced account-to-account credit transfers in 2012, a service which has become increasingly popular
– making it hard for the government to continue to ignore the demand for mobile money transfer. Accordingly, the
National Bank of Ethiopia has launched a project looking at this potential and developing the necessary legislative
framework and infrastructure, and therefore, it is likely that the government will move forward in introducing this
important service in 2013.

Internet access
Household penetration of internet is low at 2.7%, although this penetration represents progress from the 0.06% level
found in the 2008 RIA ICT Survey.
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In terms of individual use, internet is accessed at various locations – home (25%), schools and universities (21%), and
internet cafes (42%). The frequency of use pattern has increased in recent years, with almost 47% of those using the
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internet now accessing it on a daily basis (up from 15% in 2007) – a daily internet use level higher than four other RIA
ICT Survey countries (see Figure 20) and not far below that of East African neighbours Tanzania (at 52%) and Kenya
(53%) (see Figure 20).
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Figure 20: Daily internet use in RIA ICT Survey countries
Source: RIA ICT Survey data

With only 0.5% of households having computers, internet cafes and mobile handsets are key internet access alternatives
outside the workplace. The number of internet cafes has grown in recent years and continues to expand in large cities.
Two-fifths (42%) of those who use the internet get their access through internet cafes. But such access does not come
cheap. A one-hour connection at an internet cafe costs about US$1, a high figure in a country where over half of the
population lives below the poverty line at the BoP.

Accessing the
internet at internet
cafes is currently
expensive

Mobile-based internet access is becoming increasingly popular, with two-thirds of those using the internet accessing
it through their mobile phone handsets and much of the access being devoted to the use of social networks.
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Table 8: Internet use patterns in Ethiopia (positive [“yes”] responses)

Do you ever use the internet? (Gmail, Google, Facebook, Mxit, email)

2.7%

Did you use the internet
first on a computer or on
a mobile phone?

Computer/laptop

33.3%

Mobile phone

66.7%

How often on average
have you used the
internet in the last 3
months?

Every day or almost every day

47.1%

At least once a week

43.9%

At least once a month

1.5%

Less than once a month

7.5%

Do you have an email address?
What limits your use of
the internet?

There is no interesting content for me

59.4%
6.6%

Lack of local language content

51.9%

The internet is very slow

71.4%

Too expensive to use

65.9%

Few people to communicate with via the internet

18.6%

Are you signed up for any online social network (Facebook, Mxit, Badoo, Twitter)?

41.4%

Source: RIA ICT Survey data 2011-12

The low quality of
internet services is
a cost to Ethiopian
consumers

As discussed above, internet service is generally of low quality in Ethiopia and this represents a cost to the user. Low
quality is the main barrier cited as a limit on internet use by 71.4% of internet users, while cost is a factor cited as a
constraint on internet use by two-thirds of users.
The poor QoS is particularly problematic for corporate and high-income consumers who rely on broadband internet
connections for conducting their day-to-day business. (Access to VSAT is restricted and leased lines are only available to a
few institutions.) Users such as banks, IT companies, international NGOs and academic institutions cannot aﬀord to operate
without internet connectivity, and therefore, disconnections of their broadband links are a significant preoccupation.

Radio and television
Traditional communication technologies such as radio and TV are widely used in Ethiopia. The increasing availability of
electricity to households has boosted the opportunity for enhanced television penetration. Growth in TV penetration has
been very impressive in Ethiopia in recent years compared to other African countries, suggesting overall improvement
in the economic climate has increased aﬀordability of television sets for households, as shown in Figure 21.
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The individuals who watch television doubled between 2007 and 2012, from 19.0% to 40.3% – in contrast to the
situation in other RIA Survey countries where the number of households accessing TV remained somewhat stagnant
during the last five years (see Figure 21).
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Figure 21: Trends in portion of population that watches television
Source: RIA ICT Survey data

Radio is the most popular medium in Ethiopia’s rural areas, and it is declared a useful medium for access to information
by 57% of those who listen to it. Ethiopia has seen a steady increase in the audience of radio, with the portion of
individuals who listen to the radio jumping from 39% in 2007 to 57.2% in 2012. (Ownership of a (battery-operated)
radio and audio player is a family status symbol wherever grid electricity is not available.)
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Figure 22: Share of individuals who listen to radio in RIA ICT Survey countries
Source: RIA ICT Survey data
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Rising battery
prices and
declining quality
is quelling the
appetite for radio
broadcasting

However, it is evident (in Figure 22 above) that radio penetration in Ethiopia is still low compared to many other RIA
ICT Survey countries. Access to electricity, or to cheap batteries in areas without grid electricity, is the main factor in
radio ownership. The availability of cheap radio sets over the recent years has not been accompanied by availability
of dry cell batteries. The prices of batteries have been growing while their quality is declining, thereby somewhat
curtailing the appetite for radio listenership.

Mobile internet
The ease of access to the internet through mobile phones and the availability of smartphone handsets capable
of internet access have increased use of mobile internet over the last five years. The portion of respondents who
use mobile phones for internet access grew from none in 2007 to 1.8% in 2012. Although this is considerably low
compared to other African countries, the portion is very high when one looks at the dialup figures. The number of
dialup internet subscribers is 0.1% of the population and is constantly declining due to increasing use of CDMA and
mobile internet.

One of the main
reasons for
increased mobile
use is social
networking

The main motivation for internet use is social networking. The number of social networking users has been
increasing in recent years, although very slow internet speeds make it impossible to access video content or to
upload graphics. The Facebook user population was 850 000 (1% of the population) in 2012 (Social Bakers, n.d.), a
significant number – although Ethiopia’s social network users are still not close to the number of users in other RIA
Survey countries. Fifty-nine percent of those who use the internet have an email address and 41% participate in an
online social network.
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Figure 23: Email and social network use in RIA ICT Survey countries
Source: RIA ICT Survey data 2011-12
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Payphones
A decline in use of fixed-line public payphones is evident in Ethiopia – a phenomenon also witnessed in other African
countries over the last decade. There were 4 944 fixed-line public payphones in 2008 and while the number grew
slightly to 5 246 in 2011 (Ethio Telecom, 2011), the diﬃculty in purchasing payphone vouchers and the ongoing
breakdown of these Ethio Telecom phones resulted in half the public payphones not being operational in 2012 (Ethio
Telecom, 2012a).
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Figure 24: Fixed public payphone penetration in Ethiopia
Source: Ethio Telecom Annual Reports 2008-2011

The use of Ethio Telecom public payphones has not been as popular as “kiosk fixed phones”, which are operated by
individuals in community-based shops scattered around the country. The increasing use of mobile phones on streets
and under umbrellas or shades as public payphones has only perpetuated the decline of the ‘Ethio Telecom’ fixed-line
payphones in the country.
The results of the 2012 RIA Ethiopia ICT Survey confirm the increasing substitution of public payphones with mobile
phones. The number of households that depend on payphones has fallen from 14.7% in 2007 to 9.6% in 2012. Fourfifths (80%) of those who are using public payphones said that they were compelled to use these phones due to a lack
of mobile phones and are willing to switch from public payphones when they get their SIM cards. While this substitution
is not as fast as in some other African countries (e.g. Tanzania, where the population has completely abandoned public
fixed payphones), the trend shows that the end of Ethio Telecom’s public payphones is indeed imminent.

The increasing use
of mobile phones
on streets and
under umbrellas
or shades has only
delayed the end
of payphones in
Ethiopia
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Figure 25: Public payphone use in RIA ICT Survey countries
Source: RIA ICT Survey data

There is
unfortunately still
disparity between
men and women
in terms of mobile
phone ownership
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Social inclusion
The growth of the ICT sector in Ethiopia over the last decade has been positive in terms of social inclusion – through the
sector’s blurring of gender, geographic, educational, and economic diﬀerences. Mobile cellular signals are theoretically
available to 64% of the population, and handsets are now available in rural areas. There is, however, still disparity
between men and women in terms of ownership of mobile phones. In 2007, mobile ownership was 3.7% for men and
2.7% for women. By 2012, men’s mobile ownership had jumped six times to 24.8%, while the portion of women that
own mobile phones had only increased three times to 10.4%.
Despite the gender disparity in mobile phone ownership, there is no great disparity in the quality of handsets, as
the portion of men and women who own smartphones is almost equal at 6.6% of male mobile owners and 6.2% of
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female mobile owners – a significant finding when one takes into account the historical socio-cultural and economic
imbalance between men and women in Ethiopia. However, men still tend to act as household heads and subscribe
first to mobile telephony and then pass the handset on to women and children when they get a new one. Women still
tend to be at the receiving end of used mobile handsets, with 14% indicating that they received their handsets from
family and friends compared to 7% of men claiming the same thing in the 2012 RIA Ethiopia ICT Survey.
Education was found by the RIA Survey to have a significant eﬀect on computer use in Ethiopia, with less educated
students relying on others for sending and receiving email, or for using computers to write and print letters. Meanwhile,
no diﬀerence was found between men and women in terms of computer use.
There was, however, a disparity found in use of the internet, with 3.9% of men accessing the internet compared to
a mere 1.1% of women. In contrast, 65% of women internet users have email addresses compared to 54.7% of male
internet users – an indication of more intense use of the internet for communication (getting in touch with family
and friends) by women than by men. Women also tend to use social media more with 47.4% of female internet users
signed up for a social network such as Facebook, compared to 39% of male internet users.

The disparity
between men
and women who
use the internet is
significant

It is evident from the data that despite certain remaining disparities – a product of long-standing socio-cultural and
economic divisions between men and women in Ethiopia – the ICT gender gap is becoming less pronounced as
technologies and tools become available to men and women. And the gap is likely to close completely as mobile
phones increasingly become a major communications tool and means for internet access.
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Patterns of communication in Ethiopia
Fixed and mobile phones
The use of fixed lines has been dwindling, while the use of mobile phones is growing in Ethiopia. Mobile handsets
are regarded as a status symbol – the smarter the phone, often the wealthier the individual is. Handsets help even
the illiterate and poor to possess portable, convenient tools, such as music players, a substitute for their watches,
and games to pass the time. Mobile handsets are used by 41% of mobile phone owners to play games and by 28%
to listen to music.

The portion of
people that send
a “please call me”
or a “Missed Call”
in Ethiopia is the
highest in Africa

The portion of mobile users in Ethiopia who “flash” other people by sending a “please call me” or a “missed call”
message (as a way of alerting the recipient to call back) is the highest among RIA study countries in Africa, with 92%
indicating that they often use flashing instead of making a direct call. The relatively high cost of communication in
relation to income clearly makes flashing an important communication practice.
In Ethiopia, mobile phones remain largely a social communication tool, as 60% is used for calling family or friends
compared to 35% for business use and 5% dedicated to flashing. The growing interest in sport, in particular European
soccer, has also become an area of intense communication, with two-thirds of the survey respondents saying that
their mobile communication with those who share the same hobbies has increased. Meanwhile, 42% of mobile users
say that mobile connectivity has opened up business and employment opportunities for them.
Mobile communication is also regarded as important for access to information such as health information and
pricing of agricultural items, although use of this kind of content has not picked up as quickly as expected. The slow
adoption of these services is presumably due to the limited eﬀorts made to package such information for Ethiopian
users, and due to the slow pickup of SMS – which limits access to information on health and agriculture that can
potentially be delivered via SMS. While 64% of those who use the mobile network have used it to contact health
workers, direct access to health information is low.
Similarly, mobile phones are not yet being used for organising political events or for community mobilisation. Such
activities are risky in Ethiopia and attract jail terms and, accordingly, 90% indicated that they would not dare to use
mobile services for political mobilisation.

Computers
Computers are
largely used for
writing letters and
editing documents
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The use of computers is on the rise, although household penetration remains very low. The RIA Survey found that
computers are largely used for writing letters and editing documents, with a third of those who use computers doing
so for word processing. A quarter of computer users use them to play games.
By way of contrast, many users in Kenya said they use computers for programming. The lack of computer use for
programming cited in Ethiopia is worrying, as is the low penetration of computers in the country, since IT skills
development is not taking place as quickly as it could. Only one-tenth of the Ethiopian respondents who use
computers said they use them for programming or other high-end functions.
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Writing letters, editing documents
Playing games

25%

29%

Browsing the internet
Doing calculations using spreadsheets
Remixing online music & videos
Programming

6%

17%
9%
14%

Figure 26: Computer (desktop and laptop) use in Ethiopia
Source: RIA ICT Survey data 2011-12
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Informal business ICT access and use in Ethiopia
Part of the 2012 RIA Ethiopia ICT Survey was devoted to understanding the access to and use of ICT by informal
businesses in Ethiopia. A random sample of 600 informal enterprises was surveyed. (See RIA [2012] for more on the
survey methodology.)

Informal businesses
and agriculture are
the most important
livelihoods for the
population

Informal business activity and agriculture are the most important livelihoods for the Ethiopian population in which
poverty is widespread. With unemployment standing at nearly 50% for those aged between 15 and 30 years of age, the
informal business sector remains very important for millions of Ethiopians. Ethiopia has a growing informal business
sector and the number of people earning their livelihood from the sector’s activities is many times larger than those
employed by formal businesses.
As much as 69% of all employment in the capital Addis Ababa and 65% of employment in urban Ethiopia is informal
(Fransen and van Dijk, 2008).
Informal sector employment is also prominent in rural areas due to high amounts of informal agricultural employment.
In urban areas, much of the informal sector employment is concentrated in trade, hospitality activities, the fabrication
of furniture, the making of apparels, and brokerage of car and home sales (locally known as delala).
Notwithstanding the improving business environment many businesses in Ethiopia remain informal. Most informal
businesses (73.4%) are owned by families (husband and wife), with little disparity between men and women.
Informal businesses face many challenges ranging from shortage of supplies of raw materials to a lack of working
capital, lack of markets, and lack of working premises. Another well-known barrier to the growth and development of
commerce in Ethiopia is the lack of eﬃcient managerial and technical skills.

Businesses rely
largely on informal
sources of finance
such as support
from family and
friends rather than
relying on formal
sources like banks

Ethiopia is a cash-based country with limited access to credit. Almost all (98%) transactions involve cash. Access to
capital is thus a major constraint. Businesses rely largely on informal sources of finance such as support from family
and friends rather than relying on formal sources like banks. Other informal sources, such as “Equib”5 associations, play
a major role, as opposed to finance from more formal sources such as microfinance institutions.
The RIA Survey found that 38% of the informal businesses surveyed started using their own savings, while 29% used
informal sources such as family and friends and Equib. Support from microfinance institutions was found to be on the
rise, with 14% accessing resources through these institutions. Only 10% were able to get loans from banks to start up
their business.
The informal nature of many businesses also implies that owners often lack significant formal education or marketing
skills. Indeed, the RIA Survey found that half of the entrepreneurs were self-educated and semi-literate, 45% had only
completed primary school, and fewer than 5% had some secondary schooling. These low levels of education not only
have implications for acquisition of managerial skills required for profitability, but also have implications for use of
advanced ICT tools such as computers and the internet.
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5 An Equib is a scheme whereby a group of people come together to contribute a certain amount of cash every week or month
and then give out the total amount to one member of the group on a rotational basis.
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The RIA Survey found that the use of ICTs by informal businesses was far lower than expected. Reasons for low ICT
use would seem to include the highly informal and survivalist nature of Ethiopian businesses in rural and semiurban areas and the fact that business suppliers and customers throughout most of the country are typically less
than 50 kms apart, meaning that face-to-face transactions are preferred to using ICTs such as mobile phones. The
majority of businesses surveyed prefer to meet face-to-face with suppliers and customers rather than interact with
them via phone or other ICTs. However, at the same time, it was found that respondents regard communication
tools as important for cutting unnecessary travel costs, and there is strong demand, much of it unmet in rural areas,
for mobile phone use.

The use of ICTs by
informal businesses
was found to be
far lower than
expected

The penetration of fixed lines among the surveyed businesses was found to be insignificant. (Household phones
are typically used for conducting business and other communication, and therefore, there is usually no distinction
between having a business phone and a household phone, particularly in rural areas.) Fewer than 1% of informal
businesses surveyed indicated that they have working fixed lines. And since Ethio Telecom is not at present installing
new fixed lines, fixed lines are not available for the majority of informal businesses. Of those who said they do not use
a fixed line for business purposes, 52.6% said they do not need a fixed phone.
While access to mobile phones has improved significantly in recent years, mobiles have not yet become a
ubiquitous tool for business transactions between informal entrepreneurs in Ethiopia. The mobile network is used
by only 13% of informal entrepreneurs to conduct business, a low figure given the general penetration level of 25%
in the country. It was also found that there is almost no use of SMSs and other value-added mobile services by the
informal businesses – not surprising given the lack of local language interfaces to write SMSs and the generally low
SMS uptake in the country.
Mobile signals are theoretically available in 64% of the country, but the RIA Survey found that mobile signals are
largely unavailable to informal entrepreneurs in rural areas. Interest in getting access to mobile services is high, with
70% of informal business owners saying that they would switch from face-to-face conduct of business to mobilemediated business if the service was available.
In terms of access to the internet and computers to perform online activities, the RIA Survey found that the
penetration of these ICTs in informal businesses in Ethiopia is woefully inadequate. Fewer than 1% have access to
internet and computers. These findings suggest that public and private eﬀorts to facilitate information access by
informal enterprises should focus on development of mobile applications and services.
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The Telecom Regulatory Environment (TRE)
In addition to looking at supply and demand data, the 2012 RIA Ethiopia ICT Survey included a perception
assessment, using the Telecom Regulatory Environment (TRE) methodology (See LIRNEasia [2008] for more on the TRE
methodology.) This TRE assessment was the third one conducted in Ethiopia. The TRE methodology seeks to evaluate
the quality of regulation of fixed, mobile, and broadband telecommunications sectors through the perspectives of
operators, academics, and business figures. The method was also designed to identify which parts of the regulatory
environment need improvement in order to achieve better sector regulation and performance.
A TRE assessment measures seven regulatory dimensions: market entry, access to scarce resources, interconnection,
regulation of anti-competitive practices, universal service obligations (USO), tariﬀ regulation, and quality of service
(QoS). Senior stakeholders, including operator representatives, researchers in the telecommunications field, and senior
managers with a keen interest in development and investment in the telecommunications field in Ethiopia, were asked
to respond to the TRE survey questions.
Table 9: TRE dimensions and present reality in Ethiopia
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TRE dimension

Scope of dimension

Ethiopian situation

Market entry

Market open for competition, transparency
in licensing (terms, conditions, criteria, and
length of time needed to reach a decision
on market-entry application, etc.).

Market closed to investment and
competition.

Access to scarce
resources

Timely, transparent, and nondiscriminatory
access to spectrum allocation, numbering
and rights of way.

No national spectrum plan and
allocation strategy. Eﬀort underway to
carry out spectrum audit and planning.

Interconnection

Interconnection with a major operator at
a technically feasible point in the network.
Interconnection should be oﬀered
promptly on a qualitative basis.

Absence of competition in both
fixed and mobile markets means
interconnection is not a major
regulatory preoccupation.

Tariﬀ regulation

Tariﬀs set on economic terms.

Tariﬀs set by the incumbent arbitrarily
and without regulation.

Regulation of
anti-competitive
practices

Anti-competitive cross-subsidisation,
excessive prices, price discrimination and
predatory pricing, refusal to deal, and crosssubsidies.

Monopoly market structure with anticompetitive behaviour.

USO

Access to underserved areas, expanding
access to ICTs, including the internet, to
rural areas.

Access to voice communication
has improved; universal access to
broadband lags far behind.

QoS

High QoS standards and eﬃcient handling
of complaints.

QoS leaves much to be desired.

Source: LIRNEasia (2008) and RIA TRE assessment data 2011-12
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The 2012 TRE assessment found widespread dissatisfaction with the regulatory environment in Ethiopia. With the
closing down of the regulatory body and transfer of its staﬀ to the Standard and Regulatory Directorate of the MCIT,
Ethiopia’s regulatory environment has seen no change since the previous TRE exercise in the poor ratings given to
five of the seven TRE dimensions. The telecommunications market is still closed, regulation of interconnection is nonexistent, and the QoS has continued to deteriorate. Accordingly, Ethiopia’s overall TRE ranking (see Figure 27 below)
remained the worst among all RIA TRE assessment countries, with its overall score only slightly better (slightly less
poor) than in the previous assessment.
2006

2009

There is increasing
dissatisfaction
with the regulatory
environment in
Ethiopia

2011

Rwanda
Namibia
Tanzania
Kenya
Ghana
Nigeria
Uganda
Botswana
Cameroon
Mozambique
South Africa
Ethiopia
Ineﬀective

Eﬀective

Figure 27: Comparison of the Telecom Regulatory Environment (2006-2012)
Source: RIA TRE assessment data

Only for two of the seven TRE dimensions of regulation – tariﬀ regulation and USO – did Ethiopia’s regulatory
environment receive improved (i.e. less negative) rankings compared to the rankings in the previous assessment.
Ethiopia has indeed seen some progress in its handling of access in rural and underserved areas, via increasing mobile
penetration and increasing the number of VSAT connections so that 15 000 rural kebeles (counties) now have VSAT
internet links. In fact, as Figure 28 shows, the Ethiopian regulatory environment’s handling of USO received the best
(i.e. the least negative) rating among RIA TRE assessment countries in 2012.
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Ethiopia
Rwanda
Tanzania
Ghana
Namibia
Cameroon
Kenya
Nigeria
Mozambique
Uganda
Botswana
South Africa
Ineﬀective

Eﬀective

Figure 28: Assessment of regulation of USO in RIA countries
Source: RIA TRE assessment data

Domestic call tariffs
were set relatively
low in comparison
with other African
countries

Ethiopian stakeholder views on tariﬀ regulation were also more favourable (i.e. less negative) in the most recent TRE
assessment than in the previous one (see Figure 29). Evidence was found of positive attitudes towards domestic call tariﬀs,
which were set low by Ethio Telecom and regarded as competitive when compared to other African countries. However,
as noted above, international direct dial and broadband tariﬀs are still regarded as high. It is evident from Figure 29 that
Ethiopia sits somewhere in the middle among RIA countries in terms of assessment of the eﬀectiveness of tariﬀ regulation.
Namibia
Rwanda
Kenya
Nigeria
Ghana
Tanzania
Ethiopia
Uganda
South Africa
Mozambique
Cameroon
Botswana
Ineﬀective
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Figure 29: Assessment of tariff regulation in RIA countries
Source: RIA TRE assessment data 2011-12

Eﬀective
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Ethiopian stakeholder perceptions of QoS regulation are considerably negative, due to declining network quality
(call completion rate, contention ratio, etc.) and poor complaint handling (see Figure 30). Other countries where QoS
regulation is perceived very negatively, as shown in Figure 30, are Namibia and South Africa.
Rwanda
Tanzania
Botswana
Cameroon

A decline in
network quality
has caused a weak
perception of QoS

Ghana
Kenya
Nigeria
Uganda
Mozambique
Ethiopia
Namibia
South Africa
Ineﬀective

Eﬀective

Figure 30: Assessment of QoS regulation in RIA countries
Source: RIA TRE assessment data 2011-12

In sum, the 2012 Ethiopia TRE assessment shows that while some progress has been made in expanding rural access and
reducing domestic call tariﬀs, the telecommunications regulatory environment remains overwhelmingly sub-optimal.
The sector is non-conducive to market entry, and while domestic call tariﬀs are low, international and broadband
prices remain high. These shortcomings are exacerbated by declining QoS, which is a cost to the consumer.
The government has not been able to bring about the necessary service quality, access, or aﬀordability, notably in the
area of broadband services – the services that underpin the development of a competitive and dynamic ICT sector.

The government
failed to bring
about the desired
ICT service
quality, access,
and affordability,
particularly for
broadband services
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Conclusions
The rapid
expansion of voice
communications
services was not
accompanied by
improved QoS

This report shows that the Ethiopian communications market has seen significant growth in mobile services, with
penetration now comparable to some of the less developed African countries. However, the rapid expansion of voice
communications has not been accompanied by improved QoS.
Meanwhile, broadband services are both costly and operating with poor quality and a high contention ratio
– all of which have a detrimental eﬀect on the revenue of the incumbent Ethio Telecom as well as on the overall
competitiveness of enterprises, individuals, and institutions.
While Ethiopia has moved one step forward in expanding access to communication services through vendor credit
from the Export-Import Bank of China, the scheme has brought the country two steps backwards in terms of innovation
and competitiveness (dynamics which have been the hallmark of ICT sector growth in neighbouring Kenya). The lack
of competitiveness and innovation is evident in the absence of skills in planning, designing, implementation, and
maintenance of communication networks, mobile applications, distributed databases, and IT-enabled services.
The absence of policy and regulatory capacity is another underlying reason for Ethiopia’s falling behind its neighbours.
The potential for competitive ICT sector development exists. If the government desires creation of an Ethiopia that
is a regional ICT hub, then particular attention needs to be paid to the necessary accompanying changes in policy,
the regulatory environment, and other measures discussed in the final “Recommendations” section of this Sector
Performance Review.
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Recommendations
Policy and regulatory reform
A series of policy and regulatory steps are essential to improving QoS and increasing the prospects for a competitive
ICT sector. Policies and regulatory choices made in Kenya have been discussed in this report – examples from the
Kenyan environment showing that the liberalisation of the ICT environment can, inter alia, generate the critically
needed government tax revenue comparable to the amount that Ethiopia has borrowed from the Export-Import
Bank of China. Competition in Kenya has also opened up opportunities for innovations making Kenya’s ICT SMEs
increasingly dynamic.
Nothing prevents Ethiopia from making similar progress over the next five years, if careful policy choices are made to
foster its ICT sector. In the short-term, the government needs to:

tintroduce immediate competition to less profitable segments of Ethio Telecom’s operations, such as the internet,

The liberalisation
of Kenya’s ICT
environment has
generated an
amount equal to
that which Ethiopia
borrowed from the
Chinese Export and
Import Bank

web content, and domain registration markets; and

tpromote competition in the mobile and broadband markets, with particular focus on broadband oﬀerings.
In addition, government needs to pay particular attention to the availability, QoS, reliability, security, and aﬀordability
of the broadband network – the network that is critical to the competitiveness of individuals and enterprises, and
critical to the smooth delivery of public services to citizens. Poor broadband QoS is derailing Ethiopia’s gains in the ICT
sector, undermining public tax revenues and the overall competitiveness of the nation. Government can improve the
quality of ICT service through:

tongoing analysis of ICT use and QoS, including establishment of QoS benchmarks and audit procedures;
tbuilding the capacity of the MCIT to enforce service standards;
timplementing service-level agreements and customer service charters that will bind Ethio Telecom to welldefined quality standards and hold it accountable if the standards are not met; and

tputting in place eﬀective consumer protection frameworks, including complaint registration and handling
procedures.

It is evident from this report that while investment in the Ethiopian telecommunications sector has grown, it has not
been used to improve the sector. International direct-dial and broadband prices are high when compared to other RIA
study countries. A careful analysis of the sector’s pricing is essential in order to ensure that tariﬀs reflect the sector’s
investments, that adjustments are made for cross-subsidies between international and domestic calls, and that prices
are not burdensome to those at the BoP.
It is also recommended that the government carry out spectrum audits and planning exercises to ensure eﬃcient
utilisation thereof and facilitation of the economic and social returns oﬀered by the radio frequency spectrum. A good
frequency band plan will not only reduce interference and increase use but also prepare the country for eventual
development of wireless broadband.

A careful analysis
of the telecommunications sector’s
pricing is essential
in order to ensure
that its tariffs
reflect the sector’s
investments
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Human resource development
The lack of human resources in the ICT sector continues to be a chronic problem in Ethiopia. While progress has
been made in raising generalised awareness of ICT matters, Ethiopia’s ICT sector lacks highly skilled and experienced
experts capable of dealing with complex ICT networks, markets, regulation, and policy issues, as well as with
implementation of large socio-technical projects. The country’s recent introduction of PhD and Master’s programmes
in telecommunications and computer engineering is a good first step. These eﬀorts need to be strengthened by
building technical and hands-on expertise in designing, planning, implementing, and troubleshooting of networks, as
well as the development of policies and regulations.
Technical and policy capacities can only be developed through years of education, research, and work experience, and
it is unwise to assume that graduate education alone will fully equip Ethiopia with the skills necessary to manage and
develop its ICT sector. In the short-term, there is a need to:

trun a series of comprehensive courses on communications and broadcasting sector planning, policy, and
regulation for senior policymakers based on cases and experiences from around the world;

tprovide training on IT-enabled services, with a focus on upgrading the capabilities of local enterprises and on
attaining certification and ISO standards;

tbuild communications research capacity so as to facilitate research-driven decision-making at all levels; and
timprove the private sector’s capacity to participate in IT-enabled services by providing incentives and
encouraging the sector’s participation in public procurements.

Applications and services
The opportunity
cost of not creating
space in the
market for mobile
applications is high
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The absence of mobile banking and other innovative mobile applications that support social and economic
development has been one of the major setbacks to Ethiopia’s ICT progress in recent years. The opportunity cost will
be high unless concerted eﬀorts are made to create space in the market for such mobile applications. This need can
be fulfilled by forging collaborative partnerships with other countries in Africa, Asia, and Latin America, in addition to
linking local developers and the research community with those in the private sector, establishing knowledge-transfer
forums, creating innovation funds, and strengthening research cooperation and dissemination.
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