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 Moyo’s 
Approach 

My Approach 

Selling 
mobile 
communicati
on licenses as 
a revenue 
generator 

The Ethiopian 
government is 
corrupt and 
irresponsible for 
not selling 
licenses.  Their 
ability to get 
funding for 
telecommunicatio
ns through aid 
donors allows 
them to be 
ineffective and 
makes them try to 
monopolize the 
mobile market 
(i.e. without the 
private sector) and 
this is why there is 
only a 2% mobile 
penetration rate in 
Ethiopia. 

Rule#1: 

I am not in a position to make a value judgment as to whether the Ethiopian 
government is any more or less corrupt, more or less manipulative than any 
other government.  What I can do is attempt to frame the problem and 
identify possible courses of action. 

Problem: How to increase the mobile penetration rate in Ethiopia while at 
the same time generating revenue for the government? 

Rule #2: 

Issues that need to be addressed before a solution can be created: 

1. Communication/airspace in a country is owned by a government so a 
government must first decide whether or not it wishes to relinquish 
its control over communication. 

2. If a government chooses to relinquish its control by allowing other 
entities (private or otherwise) to have a license to transmit 
communications within a country, it must establish a regulatory 
framework via which this transmission will occur. 

3. Despite popular belief, the private sector is risk averse.  It will not 
enter a market unless there is evidence of viability.  As an example, 
in the case of Kenya, the government made the initial investments 
(using aid monies) in mobile infrastructure.  Once a sufficient 
market had been developed, private players such as Vodafone began 
to enter; it is at this point that the government then started 
negotiations for privatizing its mobile arm (aka Safaricom).  Is it 
possible to create a mobile market without these pre-
conditions?  Yes, but it takes a special entrepreneur with a deep in-
country knowledge and a high probability of capturing a significant 
market share (i.e. 40% or greater) in order of the private sector to be 
willing to assume this risk.  Here is an example from the 
Democratic Republic of 
Congohttp://www.youtube.com/watch?v=cBxeoLKn_K4 It would 
be wonderful if this special breed of Die Hard entrepreneur and 
successful business manager were plentiful in number but the 
reality is they are currently a rare breed (perhaps if we trained 
children in business as soon as they start to walk and talk we would 
have more). 

4. There are many models for a government to follow.  A) It can license 
a portion of the market; the question would be what percent should 
it retain?  B) As in the case of the DRC, it can allow a private or 
other entity to create the market; the question here is how to identify 
the right company and/or entity?  C) There is also the issue of what 
type of market should it create? Should there be a limit on the 
number of licensed providers (e.g. no more than 5)?  The reason for 
placing a limit is simple: too much competition can be a bad thing if 
prices a driven too low and there is a very significant upfront 
investment cost in the provision of mobile communication services 
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so high competition could potentially lead to prices that are too low 
to offset initial capital investments.  Stated another way, if the 
market is left completely open, is there a saturation point past which 
the market becomes unattractive and should the government place 
regulations in place to keep the market above this threshold, and, if 
so, what are these regulations? 

Rule #3: 

There is always the question of who is going to pay for this?  As evidenced 
with the current US debates over economic stimulus and healthcare, this 
question plagues rich and poor governments alike. 

There are also more subtle questions about the best way to generate 
revenue.  Let us, for sake of argument, assume that the government will 
generate revenues by taking a percent of all mobile communication service 
fees.  Also for sake of argument, let us just focus on international mobile 
SMS communication.  There are two models available:  A) You can charge 
mobile users for both incoming and outgoing communication – Kenya does 
this, or, B) You can charge mobile users for outgoing communication while 
allowing incoming communication to be free – Rwanda does this.  The 
question then becomes, does it really matter?  As a hypothetical scenario, if 
you use model A and charge lower rates or you use model B and charge a 
higher rate to make up for the difference cost by charging only for outgoing, 
the total cost to the consumer is the same and revenues generated for 
government are the same.  However, B might be psychologically preferable 
to the consumer and if the consumer prefers something the mobile adoption 
rate is higher therefore the mobile penetration rate is higher.  Again, this is a 
hypothetical argument aimed at illustrating the decisions which need to be 
made and it is not a statement of fact as to why Kenya charges both ways 
and Rwanda only charges for outgoing.  My point in using this hypothetical 
scenario is to demonstrate that data would be needed before a determination 
of what is best in Ethiopia could be made. 

Rule #4: 

My favorite part – data!  People blame governments for conducting too 
many studies and yes there is the risk of analysis paralysis.  At the same 
time, would you buy a new hybrid car without first looking at performance 
studies and reading reviews from those who have bought and used hybrid 
cars or the particular model you wish to buy?  Would you buy it without a 
test drive?  Why should governments proceed any differently when the 
magnitude of implications if they make a wrong choice are vastly larger and 
more significant?  I say all this to say, while I have no clue whether this is 
in fact the case, I would first ask, is the Ethiopian government slow because 
of corruption or is it slow because it is having trouble getting the data it 
needs to put a regulatory framework in place?  When I ran a workshop in 
Kenya, government officials told me their number one problem is that they 
don’t have the time or the resources to pay for all the data and research that 
is necessary to create proper regulatory frameworks.  A form of “aid” would 
be for those who have already performed such studies and evaluation to 
share their results so that governments can expedite their due diligence 
process.  I would argue that universities are particularly well suited for this 
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role (at least one solution I can confidently propose on this subject). 

Bond issues African 
governments 
should use the 
bond market (not 
aid funds) to raise 
revenues for 
infrastructure 
projects and they 
should turn to 
countries like 
China for bond 
financing. 

Rule #1 

Personally I would prefer to take my bond market advice from an economist 
like George Soros who has made billions by playing with bonds the world 
over. 

It is stating the obvious to say that governments can raise funds through 
bonds.  There are national bonds, municipal bonds, corporate bonds, junk 
bonds, bond derivatives, depository receipts….. 

Whether or not these readily generate revenues for governments is another 
matter.  Basic supply and demand: for something to be sold, someone has to 
be willing to buy. 

Rule #2 

First is the issue that public infrastructure projects take a long time to put 
together (easily 10 years in planning) and are often controversial.  Hence, 
they do not provide an immediate source of revenue.  Don’t believe 
me?  Why are most bridges in the US past their useful life?  Why don’t 
municipalities just issue bonds to get the funds needed to repair them? 

A report on Metropolitan Infrastructure Sustainability from the US 
Conference of Mayors can help shed some light on the 
answers.http://w1.siemens.com/entry/cc/features/sustainablecities/all/pdf/U
SCM_Report.pdf 

Here is the case of a hydroelectric dam under development in Uganda (the 
controversy has been brewing since 
1997)http://www.internationalrivers.org/en/africa/bujagali-dam-uganda 

Second is the issue of economic strength.  The currencies of most African 
countries are pegged not floating.  In other words, the value of the countries 
currency is fixed/tied to the value of the currency in another 
countryhttp://en.wikipedia.org/wiki/Fixed_exchange_rate This means that 
the value of a currency in an African country does not just depend on the 
ability of that country to generate production (i.e. its GDP growth rate), it 
always depends on the ability of the country it is pegged to (i.e. the GDP 
growth rate of a foreign country).  This is akin to when parents issue credit 
cards to their children.  The parent’s financial stability affects the 
creditworthiness of the child.  I am not saying that during a global financial 
meltdown you cannot trade bonds in countries with pegged countries.  I am 
saying this becomes a risk factor that must be calculated and, the greater the 
risk, the less attractive the bond is to investors, which means the less likely 
it is to generate massive revenue for a government.  Added to this are a 
countries debt obligations.  Bonds are yet another form of debt.  If a country 
cannot pay its existing debt, why would investors be willing to issue more 
debt in the form of bonds?  Even the US is currently being warned to get its 
spending under control.  There are simply not many respectable investors 
who are willing to cover blank checks (especially if they believe they are 



 Moyo’s 
Approach 

My Approach 

dealing with rubber checks). 

Does this mean that investors are not willing to buy bonds issued by African 
governments?  Absolutely not!  There is great interest.  The questions are: 
A) what is the trading mechanism, and, B) what/who provides the risk offset 
against default?  For a more in-depth discussion, take a look at this 
bloghttp://www.prnixon.org/2008/04/10/bond-markets-the-key-to-africa’s-
financial-independence/ 

Rule #3 

Moyo makes it appear the bond market problem is simply one of asking 
China for money.  Ignoring the reality that all of Africa’s 54 countries 
cannot expect one country (China) to finance their bond debt, there also the 
issue of financing conditions.  Yes, the Chinese and others are very willing 
to buy/finance infrastructure bonds.  The question is, under what 
conditions?  Does this financing come attached with inducements to use 
Chinese firms on infrastructure projects?  While not explicitly addressed in 
this World Bank bloghttps://blogs.worldbank.org/peoplemove/will-the-
global-financial-crisis-affect-the-presence-of-china-in-sub-saharan-africa, 
there are many who complain that Chinese investment is simply colonialism 
by another mechanism (infrastructure investments) and that using such 
financing kills the local private sector which cannot compete against 
government backed Chinese firms.  On the flip side, a private sector has to 
be jump started somehow and capital market theory dictates that if Chinese 
firms are willing and able to assume the risk of market creation they should 
then be able to reap the rewards.  Each country has to make its own 
determination.  What is clear is that asking China for bond financing is far 
from a simple solution or problem free alternative to aid financing. 

Rule #4 

By now you know the preface: data gathering takes time.  On the private 
side (private companies can obtain bonds to and create infrastructure 
projects in the same way governments can and this has the added benefit of 
growing a private sector), JP Morgan has been backing South Africa’s bond 
market since 1995http://www.allbusiness.com/banking-finance/financial-
markets-investing-securities/7166132-1.html through the use of Depository 
Receiptshttp://www.investopedia.com/articles/03/091003.asp. 

In 2001 the data on the strength of South Africa’s bond market was still 
inconclusivehttp://findarticles.com/p/articles/mi_qa5327/is_2001_Feb/ai_n2
8822760/ 

Kenya issued its first infrastructure bond in January of this 
yearhttp://www.busiweek.com/index.php?option=com_content&task=view
&id=992&Itemid=2 

Since China has been highlighted, page 25 of this article (free download) 
shows how the current Chinese bond market started its development in 1988 
(21 years 
ago). http://papers.ssrn.com/sol3/papers.cfm?abstract_id=991760 In 2007 



 Moyo’s 
Approach 

My Approach 

China was beginning to examine ways in which to effectively use municipal 
bonds as an infrastructure financing mechanism thereby evidencing that: A) 
government bonds are not a quick source of revenues, and, B) you cannot 
just issue a blanket call for bond issues without first differentiating between 
national, municipal, and, corporate bonds as well as their respective in 
country markets and trading mechanisms. 

Notice another trend?  Both South Africa and Kenya are classified as 
countries with stable governments.  Again, investors are risk averse.  The 
more unstable a country, the less attractive its bond issues will be which 
leads to the question, how does bond financing help African countries 
where the governments are classified as unstable? 

 


